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PREFACE

This Paper is presented in association with the Budget Speech, with which it
should be read. It provides a range of explanatory and supporting material, and
serves to put the Budget into a broader economic context.

The Paper is divided into a number of Statements, as follows:

STATEMENT No. 1: SUMMARY OF THE 1984-85 BUDGET—outlines.
the key Budget aggregates in broad functional and national accounting terms.
STATEMENT No, 2: THE BUDGET AND THE ECONOMY—reviews
the main domestic and international economic developments during 1983-84,
discusses aspects of the Government’s economic policy approach and presents
an assessment of the economic outlook for 1984-85.
STATEMENT No. 3: ESTIMATES OF OUTLAYS 1984-85—contains
detailed estimates and explanations of Budget outlays in functional form and
comparative figures an actual results for the two previous years; an appendix
presents an analysis of changes, by function, in estimated 1984-85 Budget out-
lays since the publication in March 1984 of the Report on the Forward Esti-
mates. of Budget Outlays 1984-85, 1985-86 and 1986-87 and describes the
effect of changes in inflation rates on outlay estimates.
STATEMENT No. 4: ESTIMATES OF RECEIPTS 1984-85—contains de-
tails of the revenue estimates, summarises new revenue measures and shows
their estimated effects on receipts in 1984-85 and in a full year; appendices in-
clude details of taxation expenditures, pricing and levy arrangements for crude
oil and LPG and taxation of lump sum superannuation and kindred benefits.
STATEMENT No. 5: BUDGET OUTCOME 1983-84—summarises. the
Budget outcome for 1983-84 and compares, for each major function block and
each major receipt category, the difference between the actual outcome and the
Budget estimates as well as the 1982-83 outcome: It also details how the
' 1983-84 Budget deficit was financed. An appendix presents a comparison of
budget estimates and outcomes from 1974-75.to 1983-84.
STATEMENT No. 6: BUDGET AND OTHER PUBLIC SECTOR
TRANSACTIONS SINCE 1974-75—provides an historical series of budget
data by functional and national accounting classification. It also provides infor-.
mation on: other parts of the public sector, their relationship with the Com-
monwealth budget sector on the overall public sector borrowing requirement
and on budget financing transactions. An appendix brings together data on
Commonwealth sector capital expenditure and budget payments for capital
purposes.
APPENDIX:; discusses the functional and national accounts classifications of'
budget transactions and explains the structure of the functional classification.in
detail. It also details changes in the economic type and functional classifications
made for the 1984-85 Budget.

OTHER BUDGET PAPERS

Budget Statements is one of a series of Budget Papers, the purpose of which is
to provide information supplementary to that in the Budget Speech. A full list
of the series is printed on the inside cover of this Paper.
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STATEMENT NO., 1—SUMMARY OF THE 1984-85 BUDGET

BUDGET AGGREGATES -

The key budget aggregates for 1984-85 are ised. in the following table,
together with comparable data for 1983-84:

1983-84 198485
Actual Changeon 1982-83  Estimate Changeon 1983-84
m sm % sm Sm %
Outlays C e e e e . 56 570 7635 156 63948 7378 130
Receipts . 48610 4148 9.3 57203 . 8594 177
Deficit 7961 3487 6745 —-1216
OverseasDeficit . . . . . . 2490 507 2868 318
DomesticDeficit . . . . . 5471 2981 3877 —1594
NOTE: The receipts and outlays estimates in the 1984-85 Budget i changein the
of sales of exulml assets. Previously these amounts were reccrdcd as mzlplr they are now treated—in ac-
cordance with Accordingly, both the receipts

and outlays estimates for all.previous years will be reduced by the sales of assets in each year (details are
provided in Statements No, 3and No. 4 and the Appendix to Budget Paper No. 1),

The projected increase in total budget outlays for 1984-85 is 13.0% in nominal
terms compared with 15.6% in 1983-84, On the same basis, the increases in real terms
based on forecasts and estimates of the non-farm gross domestic product (GDP) price
deflator are 6.1%.in 1984-85 and 7.7% in 1983-84, Budget outlays as a proportion of
GDP, having increased from 29.9% in 1982-83 to 30.5% in 1983-84, are projected to in-
crease further to 31.1% in 1984.85..

Total budget receipts are estimated to increase by 17.7% in 1984-85 compared with
increases of 9.3% in 1983-84 and 9.1% in 1982-83, The substantial growth expected in
1984-85 receipts, notwithstanding the reduction in personal income-tax rates, largely
reflects: the very strong growth in business incomes in 1983-84 (including, in particular,
primary producer incomes) from. the depressed levels of 1982-83; strong forecast
growlh in employmcnt dunng 1984-85; and continued nominal wage growth, That con-
j of largely 1 infi is supplemcnted in 1984-85 by the first full-year
effects of the operatlon of the Medicare levy and the Prescribed Payments System as
well as other. measures announced in, and subsequent to, the Economic Statement of
May 1983,

The budget deficit for 1984-85 is estimated at $6745m, a decrease of $1216m on the'
deficit recorded for 1983-84.




OUTLAYS.

The following table shows outlays in 1983-84 and 1984-85 classified by broad econ-
omic type of expenditure:

BUDGET OUTLAYS BY ECONOMIC TYPE

1983.84 1984-85
Actual Changeon 1982-83  Estimate Changeon 1983-84
sm: Sm % $m $m %
Net Expenditure on Goods and
Services—
Defencea) . . . . . . 4989 + 557 +126 5384 + 394 + 19
Other Current Expenditure . 6345 + 986 +184 7403 +1.058 +16.7
Capital Expenditure (6). . .. 580 - 18 - 31 840 + 263 +450
Total . . . . ... 11914 +1525 +147 13627 +1713 +144
Transfer Payments, Grants and
Net Advances—
Tothe States, the NT and Local
Government Authorities . 18754 +2335 +142 20414 +1660 + 89
Personal Benefit Payments (c) 19033 +2799 +17.2 21669 +2637 +139
InterestPaid . . . . . . 4334 + 956 +28.3. 5601 +1267 +29.2
TransfersQverseas . . . . 790 + 55 + 7.5 863 + 73 + 92
Net Advances (other than to
theStatesand NT) (d) . 439 - 169 ~27.8 445 + 6 + 13
Other{e) . . .. ... 1306 4+ 133 +114 1330 + 23 + 1.8
Total . . . . ... 44656 +6110 +159 50321 +5 665 +127
TOTAL QUTLAYS . 56 570 +7635 +156 63948 +7378 +130

(a) Excludes Defence Force Retirement and Death Benefits (DFRDB) and payments-to the States for Defence

pu;s)ons.,

{b)' Intludeschangesinstocks.. *

(¢). Includes unfunded employee retirement benefits..

(d) Includes net advances to Commonwealth authorities, the publicand overseas,

{e)} Consists of subsidies, grants for pr'w‘ile cgp'nnl purposes and net pLurchufs of existing assels (see the Appendix .
i 8 net pi st ),

tothis Paper for details of cl;

Classification of outlays by economic type allows an analysis to be conducted
according to the nature of the expenditure, as opposed to its purpose which forms the
basis of the detailed functional dissection of cutlays in Statement No. 3 of this Paper
(and summarised in the table below). )

Growth.in 1984-85 outlays can be largely accounted for by four broad economic
types. ‘Personal. Benefit Payments’ represent 35,7% of the increase in outlays (an in-
crease of 6.9% in real terms for this category). ‘Payments to the States, the Northern
Territory and Local Government Authorities’ account for 22.5% of the increase (2.2%
real growth), ‘Interest Paid’ 17.2% of the increase (21.3% real growth) and ‘Other Cur-
rent Expenditure’ 14.3% of the increase. (9.6% real growth). The main reasons for in-
creases in these broad economic types are set out betow.

¢ Personal Benefit Payments. $885.8m of the increase in these payments relates to

Medical Benefits, of which around $721m has been assessed.as arising from the
introduction of Medicare in February 1984. Pensions and associated payments:
are expected to rise by around $1024m to $10443m in 1984.85 following the
Government’s decision to.increase most pensions in November 1984 and as a re-
sult of an estimated overall 1.9% i in pensi imbers and the ind

tion increases in pensions projected for May 1985, Supporting Parents’ Benefits
are expected to increase by around $193m. to $1083m, primarily because of

6

Government decisions to increase the basic benefit rate and a 9.4% increase in the

ber of beneficiaries. Despite the expected fall in the number of unemploy-
ment beneficiaries, the discretionary increases in benefit rates result in un-
employment, sickness and special benefits being estimated to increase.in 1984-85
by around a total of $105m or 3.2%.

Papments to the States, the Northern Territory and Local Government Authori-
fies. Tax-sharing grants are estimated to increase by $516m.(or 6.0%) to $9054m
in 1984-85, based on application of the real-terms guarantee for all States except
Queensland, The rapid growth in ‘Hospital Payments’ under this heading (an in-
crease of $453.7m or 112.8%) reflects the fuil:year effects of the introduction of
Medicare, ‘Identified Health Grants’ are expected to rise by $206.7m or 17.3%,
largely reflecting the. effects of the South Australian and Tasmanian: govesn-
ments’ agr under the Medicare ar to receive such payments in
Tieu of hospital cost-sharing fi g,

. Interest Paid. The substantial growth in Public Debt Interest reflects the full-
year impact. of interest payable on the large bond sales in 1983-84 (associat_ed
with the increased budget deficit in.that year and debt issued in response to sig
nificant capital inflow prior to the float of the Australian dollar) and the within~
year impact of estimated further large bond and Treasury note sales in 1984-85.
Other Current Expenditure, which is estimated to increase by $1058.0m, includgs
non-defence wages and salaries, administrative expenditures (including expendi-
ture on the hire of consultants, and computer services, rent, superannuation pay-
ments and certain program-related expenditures).

Factors contributing to the high growth. rate of ‘Capital. Expenditure’ include

accelerated expenditure by the Parliament House Construction Authority (up $48.7m

or 80.8%) and capital works on airports (up $35.0m or 50.9%).

Bstimates of outlays in 1984-85, classified by major functions, are set out and
explained in detail in Statement No, 3. The table below summarises the figures for
1983-84 and 1984-85:




BUDGET OUTLAYS -BY FUNCTION

1983-84 1984-35
T 7 -
Changeon of Total
Actual-  1982-83  Estimste Change on 1983-84 Outlays
$m % ' $m Sm % %
1. Defence e e 5383 +12.6 5820 + 437 + 81 91
2, Education . . . . ., 4085 + 29 4544 + 458 +11.2 71
3, Health ., ,.,.,, 4411 +28.8 6184  +1772 +402 9.7
4, Social Security and Welfare 16438 +16.5 18047 +1609 + 98 282
5. Housing. . , . . ., , ., 1034 +39.8 12852 —+ 218 +21t 20
6. Urben and Regionsl. Devel-
opment nec and the Environ.
ment . L, .., ., ., 108 +10.0 92 - 18 =147 0.1
7. Cultureand Recreation , ., 612 +173 735 + 123 +20.1 Ll
8. Economic Services— .
A Transport and Commun.
feations , ., . , 1731 - 20 1859 + 128 4+ 74 29
B Water Supply, Electricity
andGis. , L LT, 97 - 60 93 - 4 - 39 0.].
C Industry Assistance and
Development . . , 1018 -~ 85 1053 + 38 + 38 1.6
D Labour and Employment 1145 +67.2 1222 + + 67 1.9
E' Other Economic Services. 108 + 9.2 123 + 16 +145 0.2
Total Economic Services. 4095 + 8.9 4350 + 255 + 62 638
9. General PublicServices— .
A. Legislative Services , . 200 + 09 307 + 107 +533 0.5
B Law, Order and Public. .
Safety ., ., ., 376 +174 432 + 56 +150 0.7
C' Foreign Affairs and Over-
seasAid .., L, 1160 +111 1262 + 101 + 8.7 20
D General' and Scientific » '
esearchnec . ., | 453 + 38 455 + b + 0.3 0.7
E Administrative Services 1631 +157 1979 + 8 +2i4 31
Total General Public Ser-
vices P 3820 ‘i1 4434 + 614 +I6.0 6.9
10. Not Allocated to Function—
A Payments to or for the
States, NT and Local
Government Authorities
nes ..., 12253 +11.5 12829 + 576 + 47 20,).
B Public Debt Interest . . 4330 +28.2 5601 +1271 +294 8.8
C Allowance for Prospec-
tive Wage and Salary In.
creases (non-Defence) (@ na, 60 + 6 na. ot
Total' Not Allocated 10
Function ., ., . 16 583 +i54 18490 +1907 g 28.9
TOTAL QUTLAYS 56 570 +15.6 63948 +7378 +13.0 100.0

{a) h;:zio_unls actually spent on Increases in Wages and salaries in past years are recorded under relevant functiona!
ings..

Those factors which explain the more significant changes in. the individual com-
ponents of expenditure by ccononiic type are also pp in'the esti of expendi
ture by function, The growth in the ‘Health function largely reflects the full-yearimpact
of Medicare and, in the Social Security and Welfare function, of higher benefit.rates
and beneficiary' numbers, The growth. in ‘Public Debt Interest” reflects both the
increased volume of debt issued in 1983-84 and the i 51 cost
with. refinancing. maturing debt. A table showing a cross classification, of estimated
budget outlays in 1984-85 by function and economic type is presented below:

A int, tatad
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QUTLAYS-BY FUNCTION AND ECONOMIC TYPE
Estimate 1984.85 (Heavy Type) compared with Actual 1983:84 (Zight Type).

Grantsand Net
Admiculoo’; Net lnm‘g‘a‘l
for Siates, N e
cm'mﬁ(’.:u Personal o andLocal Advances Transfers
- - Benefit Government.  toOther  Overscas
Current  Capital. Payments Authorities  Sectors  and Other Tota!
$m Sm
$m m Sm $m $m
1. Deferice . PR 5334 —_ 5 7 —_ 3 ggg
. o “ia n a ] - 3 4%4
2, Bdueation . . . ... . . % g’ ;482 A - H :?::
y 1202 43 493 Ll 10Cr 15 § 184
3 Halth , . ....... j20 b b44:4 433 ‘_7 ‘}; “:‘7‘
4. Socia)Secusityand Welfare  , . _9];: ﬁ }g‘;g} 516 lgg zgz lggg
- 22
5. Housing, . . . .. . .. . lg ﬁ - pred e Ey o
6. Urben and Regional Development ) w 0
nécandthe Environment . . . gz g - :zg o 3§cf ;gg
7. Cultureand Recreation .. , .. . 11 » — 32’ - 2 e
i ot o 7 1857 187 1002 435
8. EconomicServices. . . . . . :;: m it . % ,gg: :z:
o ik i Garet . 2
9. General PublicServices . . . %512 2;: ; 2 . 53]6 l:ﬁg
10. Notaiiocatedto Function. . . . © - - gg; - sen e
] ' 14. “s 1193 6348
TOTAL OUTLAYS i 5 10 o 439 6431 56570




RECEIPTS.
Total receipts in 1984-85 are estimated at $57 203m, an increase of 17.7% over

collections in 1983-84. Measures: announced since the 1983-84 Budget and in this

Budget are estimated to reduce receipts by about $1106m in 1984-85, In:the absence of
these measures, the receipts estimate would be about $58 309m, 20% higher than in:
1983-84, The receipts measures and the estimates.are described in detail in Statement
No. 4.

The table below provides a summary of estimated: receipts in 1984-85 compared
with collections in 1983-84:

BUDGET. RECEIPTS—SUMMARY.

1983-84 1984-85:
Proportion
Changeon. of Total
Actugl.  1982-83  Estimate Changeon 1983-84  Receipts
$m % Sm $m- % %
‘Taxation Revenue-—
Income Tox—
Indwudunls (et) . . . . 2470 . 16 30388 5678 230 531
Companies . ., . . . 432 =84 5380 97 2.7 94
Wl(hholdmg Tax , « . . 305 17.8 n 66 216 06
Special Tax to Recover
Evaded Company nnd
Division7Tax , . 252 2150 200 -5 —206 03
SalesTax . . . . . . . 4165 19.3 4704 539 129 82
Excise Duty—
Crude Oiland LPG . . . 3651 4.7 3695 4 1.2 65
AllOther . . . . .. 4083 230 4352' 269 6.6 76
CustomsDuty ., . . . 2395 13.9: 2780 385 16.1. 49
Bank Account
DebitsTax . ., . . . 183 5100 190 7 38 03
Other General Taxation . . 371 12.3 401 30 8.1 07
Total Taxation Revenue 44497 9.0 52460 7963 17.9 917
Other Receipts . . . . . 4112 3.3 4743 631 153 43
TOTAL RECEIPTS . 48610 9.3 57203 8594 {77 1000

Measures announced. in this Budget are estimated to.cost (net) about $1293m in
1984-85. That cost, however, is partly offset by other measures.announced:since the

1983-84 Budget and prior to this Budget that are expected to yield additional revenue
of about $187m in 1984-85.

Despite the substantial cost to revenue of the revisions to personal income tax.
scales' announced in this Budget, the main receipts growth area in 1984-85 is still
expected to be.income taxes collected from individuals; these are estimated to increase
in 1984-85 by $5678m or 23.0%. As noted. above, this partly reflects the full-year
cffects of the Medicare levy and the Prescribed Payments System but the other
components—namely, collections from PAYE and non-PAYE or other
individuals—are also expected to contribute significantly to the growth in this: item;
combined, these latter two sub-items. contribute about three quarters of the total
growth in collections from individuals,

Reflecting the strong rebound in. corporate profitability in 1983-84 and the
continued cconomic recovery expected during 1984-85, ollections from company tax,,
sales tax and customs duties are also expected to contribute. heavily to overall receipts
growth in 1984-85, Subdued growth in collections is'expected from the more narrowly
based traditional excises and from crude oil and LPG levies.
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STATEMENT No. 2—THE BUDGET AND THE ECONOMY

Overview

Following almost two years of decline, the Australian economy rebounded strongly
in 1983-84. Important influences were the sizable fiscal stimulus, the breaking of the
drought, developments in the stock cycle and generally favourable conditions abroad.
As the year progressed, the pick-up broadened, employment grew rapidly and
unemployment declined.

Adherence to the new wage fixing framework allowed the emergence from the wage
pausetobe t d fully and inflation fell back to a rate more in line with that
of Australia’s major trading partners.

Moderate rises in wage costs and expanding output produced a sharp imp!
in real unit fabour costs and in the share of profits in GNP. Substantial progress was
therefore made last year in remedying one of the distortions that has severely hampered
the efficient functioning of the Australian economy for more than a decade, The strong
growth in employment. and the recent apparent improvement in the outlook for
business investment are undoubtedly related to this development.

Fiscal and monetary policy outcomes for 1983-84 were much as intended last
budget time, a notable break with the performance of the preceding years, Important
hanges to arrang in financial markets were made during 1983-84. The exchange
rate was floated and almost all exchange controls. were removed. More progress
towards deregulation of financial markets is in prospect this year..

If favourable developments in domestic wage and price settings and continued
growth in the world economy eventuate, the coming year should see a further decline in
inflation coupled with strong growth in d ic final d d, including private
capital investment, and further strong growth in employment.

Beyond that, sustained growth in the Australian economy will depend heavily on a
continuing recovery in private business investment, which in turn requires a reduction
in the public sector borrowing requirement to take pressure off. financial markets and
reduce real interest. rates. It will also require continued moderation in labour costs,
including on-costs.

Such a recovery process in Australia would be taking place in a world. where growth
is expected to moderate, financial markets are precariously placed and competitive
p are b ing i ingly fierce. Australia’s domestic economic policies in
the years ahead will have to take account of this uncertain and. demanding world.
environment. In'that context the evident widening in the current account deficit of the
bal of payments—from an already high base—must be taken into consideration.

The 1984-85 Budget has been framed in that context of potentially strong growth
although with many uncertainties. The Government has sought a balance between the
requirement for more restrained fiscal stimulus and the need to cement the continuing
operation of the Prices and Incomes Accord.

Those and other issues are canvassed in.the four parts of this Statement. Part I
reviews domestic developments in 1983-84, Part IT iders the world , Part

111 deals with the Government’s policy approach and Part IV assesses the prospects for
1984-85.
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PART I: REVIEW OF DOMESTIC ECONOMIC DEVELOPMENTS IN
1953-84

Output and Demand- )

The latest national i indicate that the jon which mmence
carly in 1982 reached its trough in the June quarter 1983, Since then economic activity
has expanded strongly with rapid growth evident in both the farm and non-.fan'n
sectors, This is indicated most clearly by growth through the course of 1983-84, which is
presently’ estimated at about 10 per cent for total GDP and about 8 per cent for
non-farm product.

These comparisons are drawn on the traditional‘income:based measure of product
and, a5 shown by Tabie 1, this outstripped measured expenditure growth for 1983-84 as
a whole by around one percentage point and by considerably more when measured
through the course of the year. Timing and measurement prcb.lems of}cn affect tl}e
GDP estimates—particularly the preliminary estimates—during per}ods ot" rapid

hi in il production and prices, making it difficult to reconcile l.hevmco'me
and ;xpendituwestimam, The difference between the two measures on tl}ls occasion
is, however, unusually large and due allowance should be made for that in interpreting
the data.

Other available indicators of production, such as the manufacturing gross produf:t
index, and the strong growth in employment are-consistent v.vith alarge tm:naround in
output in 1983-84—at least of the order shown by the expenditure-based estimates.

Table 1: Gross Domestic Product (average 1979-80 prices)

g Gross Domestic
Gross Non-farm Gross D
Expenditure- Gross Expenditure-
Income-based e based farm  Income-based  based:
estimate (@) estimate () product estimate (a)  estimate (b)

Change on previous period (per cent):

28
1974-75 . . . . o . 10 22 1.8 16
l97g-;6 21 35 80 2.5 2.8
1976-7T » « « « + - 28 al 26 28 0.;
1977-18 . . . - . . 1.0 06 -20 08 o3
1978-19 . o . . o . 4.4 438 194 5.4 |.7
1979-80 . . v o oo 2.6 28 ~11.3 L6 2.8
1980-81 . . ¢ .. 4.7 38 =112 36 28
198182 . .. 00 1.8 20 15.7 2.5_ _ '.3
1982-83 . 0.1 5 200 -1.2 o
1983-84 . . 4.1 29 367 57 3
Half year(c)~ -
1.8 ~369' —-20 1.0
B L -0 -18 o -22 -22
. 5 43 . .
R R 3 41 -23 20 36
(a) Incomc;busedmiTau'asPul}hihﬂEu onof istical discripancy from (a).

{¢) Seasonallyadjusted, annual rates.
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In this

and simila

‘Table 2: Contributions to Changes in Demand and Supply (average 1979-80 prices)
(a) As from the Septcmber quarter 1981, the publisbed figures have been adjusted

(®) Caloub

In advance of further revisions to the accounts which might lessen the large
disparity between the income-based and expenditure-based estimates of product for
1983-84, it would be well to bear in mind the possibility that the income measure is
overstated and the expenditure measure understated. That said, the expenditure
estimates for individual items still provide a useful indication of some of the forces
underlying the recovery. These estimates and related indicators are discussed in the
following section.!

As shown in Table 2, the i in aggregate d d'in 1983-84 as a whole was
rather narrowly based, the more substantial contribistions coming from stocks, exports
and public sector spending.? The recovery broadened in the second half of 1983-84 as

private business fixed i 4 and the course of private non.farm stock
building, turned from decumulation to lation with a y t ial *
contribution to d d. The i in aggregate d d in 1983-84 was met largely

from domestic production, although imports made an increasing contribution. to the
growth in-total supply as the year progressed.

Private consumption expenditure (Chart 1 panel A) increased by 2.5 per cent in
1983-84, rather more slowly than thé 4 per.cent growth in real household disposable
income; the saving ratio therefore increased sharply, from 12.4 per cent in 1982-83 to
13.6 per cent in. 1983-84. After adjustment for Medicare?, personal consumption
expenditure grew by 2.7 per cent in 1983-84. :

The sharp increase in the statistical measure of household savings is no doubt partly
related to the sharp increase in the statistical discrepancy which has its counterpart in
‘savings’ in the various income and outlay accounts. There are, however, plausible
explanations for a large jump in household savings in 1983-84, deriving from the nature
and size of personal income growth, There is typically a lag, perhaps averaging of the
order of a year, in the resp of ption to sharp mo' in income growth,
and consumer spending propensities are probably relatively low in respect of some of
the incomes which recorded rapid growth in 1983-84.

Wage and salary i rose only mod ly in 1983-84, though there was an
acceleration over the course of the year. By contrast, income of farm unincorporated
enterprises-rose by 163 per.cent, contributing sonie 2 percentage points to the growth of

11.3 per cent in total household income, Non-farm unincorporated enterprise income,
dividend income and interest receipts grew strongly. Cash benefit payments rose
rapidly while the.increase in direct tax payments was only modesate. Table 3 provides
details of real household income and.consumption. Table 4 shows the components of
household incomes,

. Unless otherwisq noted, values of goods and services are expressed in constunt prices with growth rates for half’
years based on seasonally adjusted data and expressed at annual rates.
. The large fibution of the statistical di confuses matters as it s likely that some of this contribution

~

relulesd [lo unrecorded’ expenditure; the most likely candidates are private consumption and government
expenditure.
3, The introduction of the. Medicare scheme from 1 February 1984 had the-effect of transferring certain

expenditures on health care, formerly included as private final cansumption expenditure, to public final
conlura!:pllon expendlture, This delracted about 0.2 pescentage points from. private consumiption growth. in.
198384,
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Chart 1: Growth in C of E; on Gross D Product
($m, constant [979-80 prices, seasonally adjusted)
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Table 3: Real Houschold I Savings and Consumption (average 1979-80 prices)
Real
Real: private
Real household. final
household disposable Saving con-
income income ratio sumption
(a) (@) (&)  cxpenditure
Changeon
previous
Change on previous period Level period
(percent) {percent) (per cent)
Year—
197475 . . .. . . . 58 4.1 17.3 31
1975-76 T 09 0.5 152 31
1976-77 P I 24 LS 14.3 25
1977-78 P 0.8 08 140 13
197879 . . .. 00w 22 34 14,1 33
1979-80 P 1.3 0.6 126 24
1980-81 T 44 39 13.0 34
1981-82 P 54 4.1 132 39
1982-83 R 0.1 04 124 14
1983-34 P 3l 40 13.6 2.5
Half year{c)—
1982-83 1 . . . . w. .. -0.7 . 125 Lo
il C e e e . =25 17 130 0.5
1983-84 1 e e e . 55 53 138 36
S 54 38 146 19
{a) Deflated byt (he xmpllcn pnocdcﬂalor for pnvale ﬁm\l consumpuon expenditure.
{b) Ratiooft gto
(¢) Scasonally adjusted, annual ratcs..
‘Table 4: Household I (Including I of Unincorporated Enterprises)
Income of other
unincorporated’
enterprises
and from Personal
Wages, Incomeof farm. dwellings, benefit jncome  Household
salariesand: urincorporated interestand. paymentsto  Household tax  disposable
ppl i ividend: ids ) income paid income
Change on previous period (per cent)
Year—
1980-81 . . . 160 = 145 15.8. 129 142 16.6 137
981-82 . . . 157 - &l t8.1 163 154 210 140
1982-83 . . . 10.7 - 519 164 20 1.3 8.2 118
1983-84. , . . 62 163.0 147 174 1.3 1.6 12:2
Half year(b)—
1982-83 1 . . 13.1 - 75 166 229 119 6.7 127
.. - 07 - 169 184 3t 64 =152 1.0
1983-841 . . 62 7546 176 124 140 170 138
.. 133 - 63 9.7 170 122 217 10.7
(a) Includes and sickness benefits, family widows", age, invalid und repatriation pensions and other transfers

1o persons from general government.
(b) Seasonally adjusied, annual rates.



Private dwelling investment (Chart 1 panel B), after declining throughout 1982 and
into the first half of 1983, increased exceptionally strongly throughout 1983-84 to be
some 23 per cent higher in the second half of the financial year than a year earlier. The
main impetus to the upturn in the dwelling industry appears to have come from ready
availability of finance from the traditional lending institutions (up 50 per cent),
declmmg mortgage. interest ram, the new First Home Owners” Scheme and some

upturn m underlying di 0 joned by d hic and other factors..

Compared with the previ p g (1979-1981), a large proportion of housing
finance has found its way into the purchasc of new dwellings rather than existing
dwellings.

To date there has been little evidence of large scale speculative investment in-
multi-unit dwellings, a feature of the last housing upswing. Private. dwelling
commencements in 1983-84 appear to have been of the order of 120 000, up 30 per cent
on a year earlier; commencements for private houses increased by about 38 per-cent
while commencements of private multi-unit dwellings were little changed. The current
upswing in housing activity, being based largely on demand for single unit dwellings and
financed in the main by traditional lenders, looks more securely grounded than past
booms—though the very strength of the upswing could lead to difficulties (house prices
and the cost of housing materials have already started to rise sharply in some areas),

Even without further growth in finance and building approvals, a considerable
increase in private dwelling investment in' 1984-85 is in the pipeline. Total
commencements in the second half of 1983-84 appear to have been running at an
annual rate of about 145 000, much the same as the peak rate achieved in the 1979-1981
boom; but work done on dwellings in the June quarter 1984 appears to have been some
20 per cent below the peak quarterly rate achieved at the end of 1981, The rate of
commencements in the first half of 1984 appears to have been well above both the
target set by the Government a year ago and current estimates of trend demand for new
dwellings prepared by the Indicative Planning Council for the Housing Industry. There
must be a risk that, as in past housing cycles, very high.activity in the dwelling industry
could bring with it a destabilising speculative element.. The strength of the current
upswing in' housing construction activity can be gauged from Chart 2 which shows
developments in a number of indicators of dwelling construction activity.

Private business gross fixed capital expenditure* (Chart 1 panel C) declined
throughout 1982 and 1983 with the demise of the resource investment boom-and. the
onset of the general recession. Business investment fell in 198384 by 11.6 per cent, but
there appears to have been some pick-up in investment in. the second half of the
financial year due to strong growth in plant and equipment investment.

4. The published fgurcs have been adjusted to remove sales to the private sector of public sector assets under
leaseback and similar arrangements.
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Chart 2: Forward Inidi of Dwelling C fon Activity (a)
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Table 5: Private Gross Fixed Capital Expenditure as a Percentage of GDP ()
Business fixed investment(b)
Non-dwelling
Dwellings construction Equipment Total  Total(b)
{per cent of GDP)
Average—1960-61101972-73 B 4.5 34 8.6 12.r 16.6
Year—
1973-4 . .. .. 4.8 34 19 113 162
1974-75 . . .. . . .. 3.7 32 714 10.6 142
1975-7%6 . . . . . . .. 4.0 27 1.7 104 144
1976-77 . . . . ... 44 2.3 78 100 14.5
1977-98 . . .. L. L, 4.0 24 7.6 100 14.0
1978-79 . . . . ... 38 24 83 107 14.6
1979-80 . . . ., . . 4.2 24 7.5 99 14.1
t980-8t . .. .. . .. 4.5 29 8.8 116 16,1
1981-82 . . ... . .. 43 31 9.1 122 165
1982-83 . . . . . .. 32 27 19 10.7 139
1983-84 . . . ., ... 3.3 20 69 89 122
Half year(c)}—
1982-83 1 . .., .. 3.5 29 8.3 112 147
L e e e e 30 26 75 0.1 3.t
1983-8¢ 1 . . . . . .. 32 20 6.9 9.0 122
.. ..... 34 1.9 69 89 12.3

(a) Based on average 1966-67 prices for 1960-61 to 1972-73 and average 1979-80 prices thereafter.

{b) Adjusted, from the September qunrler 1981 for the impact of known sales of public sector asscts to the
private sector under sale/

(c) Seasonally adjusted.
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This pick-up in business investment occurred at a time when there was still much.
excess capacity in industry generally, However, as can be seen from Table 5, business
investment had fallen to.anr exceptionally low level by the first half of 1983-84. The

previous. investment boom- was rated-in based sectors and it-may be.

that many firms outside these areas are operating with ageing capital equipment. The
steep rise in output over the course of 1983-84.and the prospect of strong growth in
1984-85 in conjunction with a much improved: profits position appears to have
encouraged more firms to begin replacing existing equipment and to expand capacity.

‘Taken together, the growth in private final consumption and the strengthening of
private gross fixed capital expenditure led to an leration of private final.d. {
demand® (Chart | panel D) as 1983-84 progressed. In the second half of the year,
private final domestic demand was increasing at an annual rate of 3 per.cent,

Public final demand* (Chart 1 panel E) increased by 4.5 per cent in 1983-84, the
same rate as in 1982-83 (though somewhat more slowly, at around 4 per cent, when

allowance is made for the impact of Medicare). These data und the full extent of
the fiscal stimulus in 1983-84, which is better indicated by the sharpi in the total
publicsector deficit,

Looking to the components of public final demand, public consumption
expenditure increased by 4.3 per cent in 1983-84, reflecting increases of 4.7 per cent for
the Commonwealth sector and 4.1 per cent for the State and local government sector.
These figures ure, however, affected by the treatment of defence expenditure®and the
impact of Medicare. Abstracting from the Medicare impact, State and local
government consumption expenditures rose by 3 per cent and total public consumption
expenditure by 3.5 per cent in 1983-84. Public capital expenditure® increased by, 5 per
cent in 1983-84, reflecting a fall of 2.3 per cent for the Commonwealth sector and an
increase of 6.5' per cent for the State and local government sector. Although the
estimated increase in State and local government capital expenditure is large, it
nevertheless implies a significant element of underspending relative to expenditures
foreshadowed in State budgets for 1983-84,

The volume of exports of goods and services (Chart 1 panel F) accelerated in
1983-84, growing by 7.2 per cent. Most of the growth for the year asa whole came from
non-farm goods although with the ending of the drought there was a rapid rise in farm
exports over the course of the year, The recovery in the world economy assisted'export
volumes as did the coming on stream of a number of resource-based investment
projects.

There was a turnaround in the volume of imports of goods and services in 1983-84
(Chart 1 panel I), up 5.8 per cent following the decline of 9.7 per cent in 1982-83. Much
of the increase in imports in 1983-84 can be explained by the teration in domestic
d d and changes in its composition but, as shown in Chart 3, the ratio of imports to
sales rose sharply during the: year. However, if the. growth in sales in 1983-84 is.
underestimated in the present national accounts estimates, then this lift in the import to
sales ratio would be correspondingly overstated.

“w

. The published figures have been adjusted to remove sales to the private sector of public sector assets under
leaseback and similar arrangements,

6. For the national accounts, all defence diture is classified as current’ iture and is brought o account’
on a deliveries rather than a payments basis. Ab ing' from these infl C h current
di i havei d by 9.2 per cent in 1983-84 (on a payments basis).
20

Chart 3: Ratio of Imports to Sales (a)
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Chart §: Labour Market Aggregstes
Persons {seasonally adjusied)
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Changes in the rate of accumulation of stocks are shown in Chart 1 (panels G and
H). The behaviout of non-farm stocks d d from production growth in 1982-83 as
stocks. were run down at an accelerating, rate. in the first half of 1983-84, the
decumulation of stocks slowed down, resulting in some boost to activity levels, The
contribution to overall activity was particularly marked in the second half of the year
when stock accumulation resumed. Chart 4 sets out the non-farm stocks-to-sales ratio’
on a hall-yearly basis. Despite the growth in non-farm stocks in the second half of
1983.84, they remain at a: historically low level in relation to sales, Stock-holding
behaviour appears to have been affected by the recession experience and high interest
rates and there-is some doubt whether the stocks-to-sales ratio will return fully to its
pre-recession level.

Farm stocks built up sharply in the first haif of 1983-84 as rural output rose with the
ending of the drought. But stock building slowed in the second half as rural exports
increased, For the year as a whole, farm production and stock accumulation made a
major contribution to product growth,

‘The Labour Market

The labout market strengthened considerably in 1983-84 with rapid employment
growthand falling unemployment. The recovery period was notable for the sheer size
of the increase in employment, the changing industry structure of employment and the'
changing composition of unemployment,

By June 1984 employment had increased by 257 900 or 4.1 per cent from its trough
in April 1983, this i more than ing the decline during the recession period
(see Chart 5). Employment growth during the present upturn has far out-paced that in
other ‘recovery” periods since the carly 1970s (Chart 6). In part that reflects the

Chart 6 : Growth in Employment from Previous Trough Levels (a)
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severity of the shake-out in labour markets during 1982-83'and the subsequent reversal
of the factor 'share imbalance which underlaid that shake-out. In part, it also reflécts the
nature and size of:the pick-up in demand and the diverse impact, industry by iridustry;
of that pick-up..
Chart 7: Employment by Broad Industry Group
{seasonally adjusted (9))
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Chart 7 indicates that employment growth has been strongest in the tertiary sector
(exclusive of wholesale and retail trade), which no doubt in part reficcts the strength of
public' sector’ expenditure, both' directly and indirectly through publicly-funded
sesvices. Employment in building and construction (where the rapid growth of dwelling
investment has been the dominant influence) and in wholesale and retail trade has also
begun to respond to the improved' i¢ situation.. Empl t in facturing
however has remained flat, notwithstanding an increase in manufacturing gross product.
of 6.1 per cent over the year to the March quarter 1984. (sce Chart 8); the implied
increase in productivity in manufacturing is indicative of labour-saving initiatives being
adopted by an industry under considerable competitive pressure. Table 6 shows'
employment by industry,

Competitive pressures, the additional on-costs associated with fuil-time
employment and the changing industry. pattern of employment may also explain the
shift to greater use of part-time'employees, As Table 7 shows, the growth of part-time
employment was little affected by the recession and it shared fully in the recovery.
Between: the Juné quarter. 1981 and the June quarter 1984, part-time employment
increased by 10,7 per cent whereas despite a strong recovery late in the period, full-time-
employment was stiil a little below its June quarter 1981 level,

The labour force expanded steadily throughout the recession and, with the
improvement in the labour market, the participation rate has edged up. However, since
growth in employment exceeded growth in the labour force, there has been some fail in
the unemployment rate. By July 1984 unemployment had fallen to 8.8 per cent of the
labour force compared with the peak rate of 10.4 per cent in September 1983-and 10:3
per cent in July 1983,

Chart 8: Q ly. Index of Manufacturing Gross Product
(seasonally adjusted; 1979-80 = 1000)
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Table 6: Employment by Industry (a)

7 Ch,ar;gerornarmruﬂier—~
Level Mayioe3 May 1984
1983-84 1982-83 1983-84 — il .
Industry— _ percent peroent 000 percent 000 percent
A;mullum. forestry, ﬁshmgmd lmnzmg e e e .. 4078 20 21 87 21 —n7 T 5o
Mining 98.2 —26 22 10 1.0 20 20
Manufacturing 11393 ~638 =21 —1002 -80 —09 —0.
Food, bevmgcs andtobacco . . . . . . . . . 1856 22 05 73 40 94 —590
a» Metalproducts . . . . ... L., 193.5 ~105 —6.1 —256 —114 ~6.6 -33
-9 Ollnernunuflctunng e e e e e e e e 760.2, —-78 —1.6 —82.0 -9.7 150 20
Electricity, gasandwater . . . . . . . . .. 1430 9.3 23 171 13.6 78 55
Comstruction . , . . . . . . . ... ... 409.7 82 -6.3 —538 =114 147 35
Wholesaleand retailteade . . . . . . . . . N 12541 -19 =03 —288 -22 298 24
Transportandstordge . . . . . . . e e 3636 23 -06 —127 —34 115 32
Communication . . . . . . . .. ... .. 1389 —41 46 =86 —6.1 33 25
Finance, propetiy and businessservices . . . . , . 596.3 09 43 —2.5 04 3938 69
Publicadministration anddefence . . . . . . N 3189 1.0 82 130 45 2438 83
Commumtymvm ..... e e e e 10868 14 44 63 06 812 78
N services e ey . 4122 0.7 23 =77 -~19 254 64
?:oul I UL 63688 —1.6 08 —168.1 —26 217 3s
(a) Dataonemployment by industry are available for the mid-month of each quarter only, i.c. for each February, May, Angl;slandflo;rember. o
Table 7: Labour Market Indicators
E@pioyx;g;gnl )
-Labour Force- - — e Uncmployment
and  Employers Total
pai Salary and Seli- Part- Fult- Full: Unemploy-
Level Rate(a) Eamers(b) Employed(?) time time Total time Total ‘ment Rate(c)
i 000 percet 000 000 000 w0 000 000 000 percent
Year— R R §
1979-30 . . . 6600.7 610 5202.7 958.7 M4 52217 61931 3390 407.6- 62
1980-81 . . . . 67511 61.3 53415 982.0 10269 53343 6361.2 3299 3959 59
1981-82 . . . . 68634 61.0 54236 9769 10402 5399.7 64399 3528 4234 6.2
1982-83 . . . - 69538 60.6 53294 962.3 1086.3 52427 63290 540.5 6249 920
1983:84 . . . . 7068.7 60.6 53136 969.8 1:106.1 52819 63880 589.6 630.8 96
Changeonsame perioda year carlicr (per cent)(d}
Year—
» mse .. 21 24 27 38 20 23 -16 =03
3 tesomi .. .. 24 27 24 57 22 27 =27 —29
1981-82 . . . . L6 L5 —05 13 12 12 6.9 70
1982-83 . . . . 13 —1.7 =15 44 —29 -17 532 416
1983-84 . . . . 17 03 03 18 07 0.9 9.0 89
Rate Level Rate
{per cent) (°000) (pereent)
rter{e)— A —
1982-83 Sep. . 1.0 60.6 —0.5 12 26 =10 =04 4124 4940 kX3
Dec. . 18 60.9 —=L1 —=2.1 6.1 —26 -12 526.7 6109 8.8
Mar. . . 10 605 =27 —23 6.1 —44 —-27 5869 668.9 9.6
Jun. . 14 60.5 =217 —28 30 =36 =25 629.6 7181 103
1983-84 Sep. . . 1.6 60.4 =2) —26 s =23 -19 631.2 724.5 103
.. Lo 60.4 @3 0.1 =02 0.1 . 593.2 6800 97
Mar. . . L7 60.5 16 25 13 2.2 20 5712 663.2 94
Jun, , . 24 60.9 35 35 62 3.0 36 564.5 659.3 9.2
'lhecwﬂlan latior 5"W‘ISVandeve‘r 7 o

(a) Thecavi!unhbwr
#) D forth

Sabd.

(C) Th

b

¢!

id ‘, thof cach quzmron]y, ic. ach February, May, August and November.
Py
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@ Percentage change ona year earlier except for those columns marked otherwise.

(e} Seasonallyadjusted.



The classification of unemployment by duration shown in Table 8 indicates some
change to the composition of unemployment during 1983-84, Despite the fall in total
unemployment, the number of persons who have been unemployed for more than a
year continues to rise and the mean duration of unemployment has also risen. This
pattern is typical of the early stages of recovery. There is therefore a group of the
longer-term unemployed which is still growing and which has not yet been reduced by
the general lift in the economy. Long-term unemployment particularly affects the older

ployed. Of the ployed aged 15 to 24, around 25 per cent have been
unemployed for more than a year; for those aged 35 or more the ratio is over 40 per cent

and it is even higher for older age groups. The recovery has encouraged people to:

re-enter the labour force and re-entrants tend to provide the bulk of the increase in
employment in any month,

Table 8: Duration of Unemployment

Duration of June—

{weceks) (a) 1978 1979 1980 1981 1982 1983 1984

persons ('000)
832 783 804 749 95.5 876 929
58,5 480 55.1 489 63.6 7L 669
532 43 49,8 40.3 58.9 721 588

1948 1711 1854 164.1 2179 2308 218.6
731 739 718 63.7 820 1329 1021
546 56.9 59.0 436 529 1211 89.7
137 162 143 19 16.3 356 250

Otos2 , ., ., , . 3362 318.1 3364 2832 369.1 5204 4354

52t065 . . ., . 20.7 26.5 244 190 231 56.3 540
65t0104 ., , 1.0 21.2 19.8 15.7 194 39.8 545
S2tol04 . ., 37 417 4.2 34.6 42.5 96.2 108.5
104+ . .., 19.6 272 287 358 40.0 76.5 90.2

Total . . . . 3935 3930 409.3 353.7 4516 693.2' 634,

Distribution {per cent of total unemployment)

Oto4 . . ., ., 211 199 19.6 212 2L3 126 14.7
408 . ., ., 149 122 13.5 138 14.1 103 10.6
8013 . ., .. 13.5 114 122 114 130 104 9.3
Otold ., . . .. 49.5 43,5 453 46.4 483 333 345
131026 . ., . . . 18.6 188 190 180 182 19.2 16.1
261039 . . . . . 139 145 144 123 fL7 17.5 4.1
3tos2. . . L L. 35 4.1 35 34 36 51 39
Bto52 ., . . ., . 85.4 809 822 80.1. 81.7 75.1 68.7
S2t065 . ., . ., ., 53 6.7 6.0 54 51 8.1 8.5
6510104 . ., . 43 54 48 44 43 57 8.6
S2tolod . . . . 96 2.1 108 9.8 94 139 171
104+ . .., 50 6.9 70 101 89 11.0 142

Weeks

Mean duration of unem-
ployment .
Median duration of
unemployment . 130 170 150 149 13.0: 240 250

16 29.5 285 332 304 388 446

{(a) Range of weeks: m 1o nis tobe read as m to Jess than n weeks.

28

The increase in the demand for labour has brought with it an increase in vacant jobs
and greater employer interest in filling positions, The ANZ Bank series on newspaper
job-adyertisements shows that advertised vacancies increased by 63 per cent over the
year to the June quarter. As yet there are few reports of labour shortages, and most of
those are to do with specific skills in high d d such as computer prog;
foreign exchange dealers and building workers in the A.C.T.

The recovery in the demand for labour has also led to an increase in average hours
worked by both full-time and part-time employecs, the former being marginally the
stronger. In the twelve. months of 1983-84 hours worked per employee averaged 34.6
hours compared with 34.2 hours in 1982-83. This increase and the increase. in
employment itself meant.that in the June quarter 1984 total hours worked were some 7
per cent higher than in the June quarter 1983,

Incomses and Labour Costs

Continuing wage restraint bined with i ing production produced in
1983-84 a marked shift of factor incomes towards profits.

Wagges began to increase again during the year, after a period of near stability which
resulted from the stringency of labour market conditions and the institution of the wage
pause towards the end of 1982. The pause came to an end in October 1983 as the first
six-monthly indexation increase under the new wage fixing arrangements established by
the Conciliation and Arbitration Commission became effective. This increase, and its
successor in April 1984, led to a resumption of growth in award wages following their
near stability during the nine months of the pause. ’

Table 9 shows that, although award wages accelerated during 1983-84, the increase
for the year as a whole was still below that for 1982-83, which was affected by the large
wage settlements in the-aftermath of the December 1981 metal industry agreement.
Virtually all award wage growth during, 1983-84 can be. accounted for by the two
national wage increases; the recorded increase of 8.9 per cent over the course of the
year to end-May 1984 only slightly exceeds the compounded sum of the 4.3 per cent in-
crease in October 1983 and the 4.1 per cent increase in April 1984. This observation is

$ with an impression of near-universal adherence to.the ‘no extra claims’ pro-
visions of the.new wage fixing arrangements established-by the Conciliation and Arbi-
tration Ci ission in September 1983 and minimal adjustments to award rates of pay
beyond national wage increases, Although some of the large number of claims lodged
under the i ision of the new arrang were resolved by the Federal
and State tribunals during the year, these generally involved small numbers of em-
ployees and hence very small-additions to labour costs in overall terms,

As shown in Table 9, average weekly carnings grew more rapidly than average
award.rates of pay during 1983-84. This was partly a function of growth in overtime
worked as economic activity gathered' pace. It probably also reflected compositional
changes' among, wage and salary earners—though full-time adult ordinary-time earn-
ings, which are less subject to these compositional ch alsoi d sut fally
faster than awards.
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Table 9 : Award Rates of Pay and Earnings

Average weekly earnings Average carnings
(survey basis) (national accounts
basis) (a)
Award  Full-time
rates adult
of pay: ordinary Total
adujt wage: time  Total carnings In In
andsalary carnings carnings inreal nominal real
carners () ) (d)  terms () terms terms (¢)
Change on previous pesiod (per cent)
Year—
1980-81 . . . 17 14.2 13.5 37 129 32
1981-82 ., , . 122 NHilae (N7 39 14,1 42
1982-83 ., . . 109 142 112 —0.1 125 11
1983-84 ., . . (51 18 84 0.4 5.3 ~24
Half year (g)—
1982-83 1 .o 120. 168 105 -20 154 24
|| . 34 71 60 -29 2.3 —6.2
1983-841 ., . 42 6.2 68 -2 4.7 -3
n .. ()88 1.7 14.2. 72 9.1 24
(@) Non-farm wages, salaries and ! per non-farm wage and salary earner.

(5) Growth rates are based on weigﬁled average figures centred on the middle of the period.

(¢) For the June quarter 198] and earlier periods the figures arc based on estimates of full-time non-
managerial adult malc average weekly ordinary time earnings derived from payroll tax and other returns
for the whole quarter. From the September quarter 1981 the estimates are based on an interim survey of,
private and government employers and relate to average weekly ordinary time earnings of alt adult full-
time employees for a pay period around the middle of each quarter. From the December quarter 1983
the estimates are based on a more comy i vey of emp

(d) For the June quarter 1981 and carlier periods the total average weekly carnings figures are based'on the.
former payroll 1ax based series on a so-calted ‘male units’ basis, From the September quarter 1981 the
estimates are based on the interim survey and relate to total average weekly earnings for all employees,
and from the Di quarter 1983, the estimates are based'on the prehensive survey,

(¢} Deflated by the implicit price deflator for private final consumption expenditure,

(/). Based on links to the former payroll tax based series at the September quarter 1981,

{8) Growth rates are at annual rates and use seasonaly adjusted data for the average earnings series on a
national accounts basis; the award rates of pay series, and the average weekly carnings (survey basis)
series are not scasonally adjusted,

(4) Data for Junc 1984 not available, It is assumed that there was no movement in the index of award rates
of pay in that month.

It should be'noted that the average carnings series is subject to sampling error and,
moreover, that the estimates for the two halves of 1983-84 may not be fully comparable
because of the introduction of an enlarged sample during the year. Notwithstanding
these difficulties with the average carnings series, it seems clear that, like awards, earn-
ings increased more slowly in 198384 as a whole than in 1982-83 (see Table 9).

Upward pressure on nominal unit labour costs in 1983-84 was relieved by moderate
wages and earnings growth in.the first half of the year and by the strong recorded in-
crease in productivity throughout the year, This combination was sufficient to produce
near stability in nominal.unit labour costs for a time during 1983-84 (see Chart 10)—a
most unusual development in recent Australian experience. Although these costs were
rising again in the second half of the year, this was at the relatively moderate annual
rate, by recent standards, of 5.7 per cent. The containment of nominal unit labour costs
has been the major ingredient in the slow-down in inflation over the same period (see
Chart 10).
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Chart 9: Consumer Prices and Average Weekly Earnings
(Percentage change on a year earlier)
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(8) Average weekly ordinary time earnings of all adult.full-ime employees linked
l‘o the ‘old’ 'I'.nll-ﬁmc non-managerial adult male average weekly ordinary time earnings series.

Crage ly tothe ‘old' scasonally adjusted
male quarter 1981. .
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earnings scries,
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o) tal cith 5 i 7
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1984, ofthe new health i Mcdicare,

from 1 February

While output prices have also decelerated, they have still outpaced nominal unit
labour costs (see Chart 10), thereby producing a sizable fall in real unit labour
costs~—or to put it another way, a narrowing of the ‘real wage overhang’ which was
present in varying degrees from the mid-1970s onwards and.which jumped again in the
carly 1980s, The fall was most marked through 1983, but there was a further small de-

cline in the first half of 1984, Two measures of real.unit labour costs are shown in Chart
11

The sharp moderation in nominal unit labour costs.provided opportunities for a re-
building of profit margins following the.squeeze of 1982. According to the preliminary
national accounts, the gross: operating surplus of trading enterprise companies
increased by 33 per cent in nominal terms, or-24 per cent in real terms (relative to the
price deflator for. gross non-farm product) in 1983-84; Largely as a result of this, the
corporate profit share.of non-farm product increased from the very depressed level of
11.9 per cenit recorded in the first half of 1982-83 to 15,8 per cent in the second half of
1983-84, Chart 11 shows both this and an alternative measure of the profit share—the
latter being for the private non-farm corporate sector, which corresponds.to the index
of real unit labour costs for the same sector shown in the top panel of the Chart.
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Chart 10 Prices and l{nlt Labour' Costs
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As is clear from Chart 11, both real unit labour costs and the profit share in 1983-84
moved substantially towards—and on some measures, returned to—the levels typical
of the late 1960s.and early 1970s. This development has attracted much attention.
Caution is required, however, in making strict comparisons with historic norms. As
noted by the Statistician, data limitations loom' especially large in this area. and
measurement error can often be high, particularly for the most recent quarters. Given
the size of the changes, there is particular uncertainty about the national accounts
estimates of corporate gross operating surplus for recent quarters.

It is clear, nevertheless, that an important. amelioration of the factor price
imbalances which plagued the Australian economy for much: of the 1970s and ecarly
1980s did: take place in 1983-84. On: this. score the. strong recovery in employment
already witnessed and the improving outlook for business investment is consistent with
an economy where factor returns are more in line with factor productivity. But
investment decisions and decisions regarding the hiring of permanent staff depend not
only on the current levels of real wages and profitability but also on expectations about
their future course. Sustainéd growth in investment and employment requires

confid that.income mod 'will continue and that reasonable profit rates-will.

be maintained.
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Chast 11: Resl Unit Labour Costs and Gross Operating
Surpius Shares in Gross Product
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Australia’s inflation rate fell substantially in 1983-84. The CPI in the June quarter: | ! H '17,
1984 was 3.9 per cent higher than a year earlier; excluding the effects of Medicare; the ' i e
increase was around 6.5 per cent. The latter figure compares with an increase over the -4 93 3% 39959952 3
course of 1982-83 of 11.2 per cent. gl we wn = 7
Inflation has fallen. much more sharply than after the previous wage surge in Tﬂ' '
1974-75. Much of the explanation lies in the more rapid slowing in wages on this > - 0oy, mo mmaamnnG o
occasion, Table 10 provides details of movements in a range of price indicators. Z| . ag 6o hadah il it b1
Chart 12 shows that consumer prices.in Australia’s major OECD trading partners £ z
increased by 3.8 per cent over the year to ths June quarter 1984 compared with an &1 - 8 o e MM ame o
increase of 6.5 per cent inAustralia—a narrowing of the gap between our inflation and 2 & 33 33 sd8F32 gd e
that of our major OECD trading partners. Over the half year to the June quarter, the | B
Australian inflation rate fell to 4.8 per cent (annualised) compared with 4.1 per cent g
for our major trading partners. 3 ? SR 28 3F=53INER g
g1 & s
T8
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) Based on six capital cities consumer price-index-up to and including: the June
quarter 1981 and on the ¢ight capital cities index thereafier.
(b) CPI adjusied for the impact of the introduction of Medicare.
(©)  Ausiralia'scight major OECD trading partnerscomprise the United States; Japan,
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Table 10: Prices
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Three measures of price and cost in Australia relative to ch in
prices and costs in our four. major trading partners, adjusted for changes in exchang
rates, are provided in Chart 13, My in these ind which are based on unit
wage costs, consumer prices and GDP deflators respectively, reflect changes in the

Chart 13; Indexes of Unit Wage Costs and Prices in Australia
Relative to Major Trading Partner Countries —
Adjusted for Exchange Rate Changes (1979-80 = 100)a)

= " ) Index

ability of Australian producers to compete with overseas producers in domestic and f 3:_ f\ ————— Unit Wage Cost Based (b)c)
international markets on the basis of price. The March quarter 1984 estimate based on { A / e e = = CPI Based (cKe)
consumer prices is affected to some extent by the introduction of Medicare, | vi GDP Deflator Based (dXe)

Australia's internati iti , as depicted by these improved
during 1982-83 when the depreclatlon of the excbange rate outwelghed the adverse
effects on our competitiveness caused by rates of wage and price increase more than
double those of our major trading partners. As noted above, during 1983-84 these wage

and price differentials narrowed substantially. However, for much of the year an.

appreciating exchange rate for the $A meant that our international competitiveness
declined significantly. During the final three to four months, however, the exchange
rate depreciated and, although not all relevant data are available for the June quarter
1984, the competitiveness lost in the earlier part of the year is likely to have been largely
regained.

Fiscal Conditions

The Commonwealth Budget deficit in 1983-84 was $7961 million—equivalent to
4.3 per cent of GDP—following deficits of $4473 million (2.7 per cent) in 1982-83 and
$548 million (0.4 per cent) in 1981-82, The resuit in 1983-84 was influenced by the
full-year effect. of the 1982-83 personal tax cuts; the full-year cost of several
expenditure programs introduced by the previous Government; and the initial cost of
new expenditure programs—offset to some extent by savings on existing programs—
introduced by the present Government. In contrast to the previous year, the large
deficit was expected at budget time and the outcome for 1983-84. was relatively close to
the budget figures. Receipts were within 0.8: per cent of the budgeted number while
outlays were brought in within 0.1 per cent.

In 1983-84 Commonwealth budget outlays increased by 15.6 per cent, an increase of
7.7 per cent in real terms, Budget outlays represented 30.5 per cent of GDP in 1983-84,
alittle above the ratioin 1982-83.

Commonwealth budget receipts increased by 9.3 per cent in 1983-84. In real terms,
receipts rose by about 1.9' per cent compared with a real decline in 1982-83 and an
average annual real increase of around 3.3 per cent over-the preceding decade, As a
proportion of GDP, receipts fell in 1983-84 to 26.2 per cent. This fall essentially
reflected the full. year effects of the 1982-83 tax changes and the lagged effect of the
depressed profits of 1982-83.

State and local government sector outlays are estimated to have risen by 10.2 per
cent in, 1983-84 (2.7 per cent in real terms), following a rise of 20,4 per cent in 1982-83
(8.3 per cent in real terms). As a proportion-of GDP these outlays declined in 1983-84
after a strong increase the previous year. (see Table 1),

State and local government revenues from own sources are estimated to have
increased by 11.5 per cent (or 3.9 per cent in real terms) in 1983-84, while
Commonwealth payments to the sector increased by 14.3 per cent (or 6.5 per cent in
real terms). As a.result, total State and local government sector revenues (including
transfers and ad: from the C ealth) are estimated to have increased by 13
per cent in 1983-84, or by 5.3 per cent in real terms,
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(a) Adi ion of these Ind d detailed fig ing th jod from the
September quarter 1970 to the March qunner 1983 may be found in a Supplement
to the Round-up of Economic Statistics for July 1983 titled ‘International
Comparisonsof Relative Price and Cost Levels.”

(b) The unit wage cost based mdex istheratio of unit wage costs in the non-farm sector

ofthe. economy tio of non-farm wages,
)to the weighted average of the exchange
-rate adjusted unit wagécost indexes estimated for the manufacturing sectors of
Australia's major four mdmg partncrs. Itshould be noted that the ratc of growth
ol‘unit llbour is, onaverage, around

in th fa

thanin a5 whole,

() 'I‘he CPl band lndex is the ratio of the Auslmllnn consumerpnoe indextothe
weighted average of thy f'Australia’s
major four trading parine

@) Thc GDP deﬂllor bned mdex is the ratio ul‘lhe GDP deflator for Australia to

d GDP deflators of Australia’s major’

' fourmdm. partners;

g (¢) Theweights used are based on the average share of Australia’s imports from the

US, Japan, UK and West Germany from 1974-75 to 1979-80. The four countrics
lre the source for lbmn 55  pet eent ofAu!lrllll 'S lmpons Observations: m qnarlerly

VErages.
Aux(rullln costsand prices relative to our major four mdln;pmncn aller ndJumng
forexchange rate changes,
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Table 11: Public Sector Outlays as a P, ge of Gross Dx ic Product

State and Jocal government sector outlays

Financed by

Common-
wealth  Common-
sector wealth Own
outlays(a)(b) assistance(c) funds(b) Total(y) Total(b)(d)
{percent)  (percent)  (percent)  (percent)  (percent)
[0 2) 3) (&) (5)

Year—
197374, . . . ... 24.3 8.1 84 16.5 34
1974-75 . . . ... .. 29.2 104 9.0 19.3 368
1975-76 . . . . .. .. 304 11.6 84 200 376
1976-77 30.0 107 92 199 379
1977-18 . .. . .. . 309 1L1 9.8 209 394
1978-79 292 10.5 9.6 20.1 37.6
1979-80 . . . . ... . 285 100 9.8 198 372
1980-81 . . . . ... 284 9.8 10.3 20.1 376
1981-82 . . .. .., . 289 9.4 106 200 383
198283 . . . . . . .. 3Ll 100 119 220 41.8
1983-8¢ . ., . ., ..., K1) 10.1 112 213 418

{a) Budpetand non-budget sectors. The latter ises mainly capital

(b) If'adjustment is made for sale and leaseback transactions with lherprivate sector, the estimates for
1980-81, 1981-82, 1982-83 and 1983-84, the years principally affected, are increased by the following
1 for 'the C sector by approxi 0.1, 0.2, 0.1 and less than 0.1 percentage
points respectively; for the State and local g sector by approxi less than0.1,0.7,0.5and
0.6 percentage points respectively; and for the total public sector by approximately 0.1, 0.9, 0.6 and 0.7
percentage points respectively,
{¢) Grantsand net advances from the Commonwealth Budget.

(d) Net of all transfers between Commonwealth and State and local government sectors. Column (5) is.

equal to column (1) plus column (4) less column {2) and interest payments between these sectors,

Total public sector outlays are estimated to have increased by 13,3 per cent in
1983-84 or by 5.6 per cent in real terms; as & proportion of GDP they remained steady
at ‘41.8 per cent. Allowing for the effect of sale and leaseback transactions with the
private ;cctor,‘public sector outlays are estimated to have increased by 13.6-per cent in
1983-84, or 5.9 per cent.in real terms. As a. proportion of GDP they are estimated at
42.5 per cent in 1983-84, about the same proportion as in 198283,

The qverall State and local government sector borrowing requirement (excluding
that portion fi d by Cc wealth net ad to the States but allowing for the
effect of sale and leaseback transactions) is estimated. to have been $6170 million in
1983-84. This amounted to 3.3 per cent of GDP compared with 3,7 per cent in 1982-83
and 3.1 per cent in 1981-82, reflecting increased resort to borrowing by State and local
government authorities since the mid-1970s,

’l:he much lower rate of increase in the State and local government sector borrowing
requirement in 1983-84 was in part a consequence of reduced borrowings for-capital
w?rks by State electricity authoritics which had increased their borrowings very

; m"y.in the two p ling years. Initially, the expansion in electricity authority
borrow"mgs involved increasing resort to forms of borrowing not subject to Loan
Council controls including leasing, trade credits and short-term borrowings. Following
agreement at the June 1982 Loan Council meeting to remove controls over the amount
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Table 12 Public Sector Borrowing Requirement(a)

Commonwcalth Stateand local Total
sector government sector(b)
Percentage Percentage Percentage
$m of GDP Sm of GDP $m of GDP
Year—

1973-74 . . . . . . 353 0.7 457 09 807 1.6
1974-75 . . . .0 .. 2516 4.1 929 15 3445 5.6
1975-76 . . .+« . . 38517 48 448 0.6 3975 54
1976-77 3029 3.6 1013 12 4042 49
1977-718 . . . . . 3850 4.3 1591 1.8 5441 60
1978-79 . . . .+ .« . 3706 36 1899 1.8 5605 55
1979-80 . . . . . . 2489 22 2249 1.9 4738 4.1
1980-81 1626 1.2 3202 24 4828 37
1981-82 ., . . . . . . 1318 09 4688 31 6006 40
1982-83 . . . . . . . 534 33 6100 37 44 10
1983-84(p} . . . . . . 8637 4.7 6170 33 14807 8.0

(4) Total public scctor outlays less receipts; net advances to other sectors by the public sector are treated as
public sector outlays. This measure atlows for the effect of sale and leaseback transactions with the pri-
vate sector. it differs from the measure of net borrowing by the public sector used in Chart 14, which

treats. net ad asa jon having no impact on the borrowing requirements and
which does not allow for the effect of sale and k ions, The esti of the magnitude of
saleand b ions as a p of GDP for 1980-81, 1981-82, 1982-83 and 1983-84, the
years principally affected, are for the C {th sector i 1y 0.1,0.2,0.1 and less than 0.1

percentage points sespectively; for the State and local government sector approximately less than 0.1,
0.7,0.5 and 0.6 percentage points respectively; and for the total public sector approximately 0.1,09,06
and 0.7 percentage points respectively.

(b) The figures for the State and local government sector shown here are net of advances from the Com-
monwealth Budget; they therefore measure the borrowings undertaken by the sector.

(p) Preliminary,

and terms of domestic borrowings by electricity authoritics, conventionat borrowings
by thesc authorities increased dramatically (although they were, in part, related to the
refinancing of existing and, often, short-term debt), while off-program techniques
continued to be used by other types of authorities. The lower rate of increase in State
and local government sector ‘borrowings also reflected the fact that the increases
experienced in the preceding two years were simply not sustainable, in terms either of
the realincreasesin fixed capital expenditure they would have implied or of the ability
of the authorities concerned to service the resultant debt burden.

The large Commonwealth Budget deficit and the sustained high investment level by
Commonwealth, State and local government authorities, produced a historically high
Public Sector Borrowing Requirement in 1983-84.

Monetary Conditions
Monetary policy in 1983-84 aimed to provide an. appropriately firm financial
framework that would promote an environment of sustainably lower inflation while
allowing the expected pick-up in real activity to proceed. :
In'the 1983-84 Budget Speech, the Treasurer announced the setting of a conditional
monetary projection (M3) of 9 to 11 per cent growth over the four quarters to the June
quarter 1984, This projection was subject to review in the light of developments during
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the year; in the event, it was revised to 10 to 12.per cent in December in the light of

faster economic growth than. had been expected at budget time within a climate of

generally restrained wage and price increases,

H " , the most ble change in the multiplicity of factors influencing
domestic financial developments in the past year was the mid-year decision tomove toa
floating exchange rate regime, This decision (which is treated in more detail'in the final
Section of this Part) brought with it a significant change in the links between the
domestic and external financial markets,

While, under the managed exchange rate regime, the exchange rate tended to
respond over the medium term to the balance of market forces, in the short term there
was a dency for the 8 of the rate to lean against changes in market
sentiment which were perceived to be erratic; but at times did so at the expense of
lgeavy short-term flows of funds across the exchanges. These flows directly affected the
liquidity of. the financial system and constrained the effectiveness of instruments of
monct?ry policy in curbing the growth of monetary ‘aggregates. At the extreme,
offsetting domestic action could have the perverse effect of magnifying such flows.

Under the managed exchange rate, net flows of foreign exchange added
substantially to domestic liquidity in. the first half of 1983-84, Most of the inflow
occurred between September and December, more particula:iy in November and early
December. In. late October changes were made to exchange rate
proc d that were designed to reduce the potential for ‘within day’ spec.:llation
against the currency and to give greater weight to market forces; at the same time these
changes, and in particular the withdrawal of the authorities from the official market for
forward exchange, signalled the likelihood of more extensive. moves in the months
ahead. Although five bond tenders totalling $6100 million were held between July and
November 1983 and net sales of Australian Savings Bonds amounted to $1666 million
over the same period, growth of the monetary aggregates continued in excess of the
range projected in the Budget,

. Interest rates fell during the first half of 1983-84, particularly at the short end,
Ylglds on 90-day bank. pted ial bills declined by around 6 percentage
Pomts betweer? carly July and early December, with the sharpest falls in the first week
in l_)gcemb?r immediately prior to the decision to float. In. part, that reflected the
additional hgl{idity‘coming into the system-and in part an attempt by the authorities to
keeptoa minimum the quantity of available short-term official paper in which short-
term speculative inflow of funds could be ‘parked’. The result was a decline in interest
fat.es—garticularly at the short end—to unsustainably low levels, Meanwhile, the fall
in mﬂfitmn and the. reduced borrowing requirement of the private business sector also.
contributed to some easing in the general structure of interest rates.

Thg decision to float the exchange rate changed the nature of the links between
d.omesuc and international financial markets. From mid-December, there could be
little or no recourse by the domestic. financial system as & whole to overseas capital
market§ to meet domestic liquidity needs—although, clearly, individual institutions
were still free to borrow and did borrow in overseas markets. While foreign borrowing
was lafgcly hindered, the fund I change was that the Reserve Bank no longer
st.ood‘ in the market offering. to purchase foreign exchange at the prevailing rate. As
discussed later in this part Reserve Bank intervention in foreign' exchange markets
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post-float was minor, Those continuing to draw on overseas markets had, in effect, to
find a counterpart other than the Reserve Bank through: whom to convert foreign
exchange proceeds into SA—thus, as noted, Ieaving. funds in the system.as a whole
unaffected. The principal sources of liquidity were thereby limited to injections from
the budget. deficit, from maturing Commonwealth Government securities and from
Reserve Bank t ions—thus, assisting the y authorities to influence
monetary conditions during the second half of 1983-84 in a manner more consistent
with underlying policy needs,

The large inflows of funds in'late 1983 had left a substantial ‘overhang’ of liquidity
in the system by the time the decision to float the doilar was put into effect, With
interest. rates at. artificially low levels and the banking system—in particular savings
banks—in a highly liquid state the potential clearly existed for a rate of growth of credit
expansion that would not have been helpful to containing inflation. With that concern
in mind, the Government approved three Treasury Bond tenders totalling $2550
million during the March quarter. A further Treasury Bond tender, for $1000 million,
was held in mid-May following the end of the seasonal rundown in liquidity. The
Reserve Bank sold off its forward book and provided the foreign exchange to meet that
part of the budget deficit which was expended overseas—both of which approaches
also made a useful contribution tosiphoning off the liquidity overhang.

As monetary conditions firmed again, interest rates increased in early 1984 from
their previously low levels, With the monetary systemasa whole now effectively denied
access to overseas funds to help it through the June quarter, preparations for the
seasonal rundown began earlier than usual and the yield on 90-day bank-endorsed
commercial bills rose by 4.5 percentage points between end-December and end-March.
Yields on Treasury Bonds rose by up to one percentage point over the same period.
Short-term interest rates subsequently eased from the second half of May, while
Treasury Bond yields ined broadly unch d

Over the year as a whole, long-term domestic bond yields declined by between 0.9
and 1.4 percentage points to close 1983-84 in the range 13.0 to 14.2 per cent, Since then,
yields on. long bonds have fallen, by around three-quarters of a percentage point.
Comparable yields in the United States, by contrast, rose over the same period from'
10.5 to 13.5 per cent. The resulting shift in yield differentials partly reflected an
improvement in Australia’s inflation outlook and increased concern regarding the
medium-term prospets for US financial markets. It also reflected.the influence of the
floating exchange rate regime, which attenuated the short-term. link between domestic
and overseas interest rates. The resulting shift in interest rate relativities contributed to
a depreciation of the Australian dollar late in 1983-84,

Chart 14 illustrates the net lending and borrowing positions of the major sectors of
the economy as a proportion of GDP over recent years. These positions provide some
indication of the shift of resources and associated' financial flows between various
sectors, from which implications may be drawn for conditions in financial markets,

Although economic conditions improved markedly over the course of 1983-84 from
the depressed levels evident in 1982-83, borrowings. in the capital market remained
dominated by the public sector. This reflected a record Commonwealth. Budget deficit
and sustained borrowing by the State and local government sector.
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Chart 14: Net Lending and Borrowing by Sector
{Per cent of Gross Domestic Product) (a)

PublicA

Comporate Trading

Financial Enterprises

64 Overseas

R RS d S
Average | 101979-80 1980-81 1981-82 1982-83 1983-84
(a) Based on National A data and Treasury esti Positive (upward) bars:
ontl h net lending while i bars represent net.
borrowing,
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Preliminary estimates suggest that the borrowing requirement of the corporate
sector moderated further in 1983-84, reflecting the subdued level of business
investment and the increase in corporate profitability. Household net lending to other
sectors increased further in 1983-84, reflecting both rising incomes and an increase in.
the saving ratio.

For the year as a whole, then, reduced financial demands by the corporate sector
and a large rise in household savings enabled the large borrowings by the public sector
to be absorbed by financial markets with a reduced call upon the external sector and
some reduction in nominal interest rates over the course of the year, The moderation in
inflation and, it is to be hoped, inflationary expectations was also conducive to the
modest decline in nominal interest rates,

Formation and Absorption of Liquidity

A budget deficit in the first half of 1983-84 of $7.9 billion and, in the same period, a
surplus on foreign exchange transactions of $2.6 billion required a substantial
borrowing program by the Commonwealth to mop up the resulting flood of liquidity.

Non-official take-up of Commonwealth Government securities (CGS) totalled
$9.2 billion in the first half of 1983-84, comprising a net $5.6 billion in Treasury Bonds,
$2.5 billion in. Australian Savings Bonds (ASBs) and $1 billion in Treasury Notes.

In the second half of 1983-84, liquidity ined broadly unch d, the budget
deficit being in approximate balance. Net official sales of CGS in this period were
accordingly small; net Treasury Bond sales of $2.3 billion were offset by $0.6 billion in
redemptions of ASBs and the usual seasonal rundown of $2 billion'in Treasury Notes.
As noted carlier, CGS transactions in the second half of the financial year were directed'
to reducing the substantial ‘overhang’ of liquidity in the system, thereby increasing the
average maturity of outstanding debt,

For 1983-84 as a whole, the major part of the Commonwealth’s borrowing program
was met by net sales of $7.9 billion in Treasury Bonds, of which $2.3 billion was
purchased by the banks, Net sales of ASBs totalled $1.9 billion despite the sizable
redemptions during the latter part of the year. Non-official holdings of Treasury Notes
fell by slightly more than $1 billion between June 1983 and June 1984, The average
maturity of CGS on issue increased from 4.7 years.in June 1983 to 5.3 years in June
1984, reflecting. the reduction in the amount of Treasury Notes on issue and a
substantial increase in Treasury Bonds held by the non-official sector.

Financial Intermediation

Overall, the pace of financial intermediation increased-—though not markedly—in
1983-84. In line with the. rebound in economic activity, the growth in nominal GDP
accelerated from 6 per cent over the course of 1982-83 to around’ 18 per cent over
1983-84. This sharp acceleration was not matched by growth in the monetary
aggregates.

From the Junc quarter 1983 to.the June quarter 1984 the volume of money, M3,
increased by 11.4 per cent; the growth in broad money’ was 11.3 per cent according to
preliminary estimates. As these figures indicate—and as was. expected last budget
time—there was a sharp increase in the velocity of money during 1983-84, reversing the

7. Broad money includes cutrency in the hands of the non-financial institution private sector pl_us borm.v’uggs l'rm"n that
sector by banks, cash management trusts and the principal categories of non-bank financial intermediaries.registered
under the Financial Corporations Act.
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cyclical. decline which had occurred in the preceding year. The. increase in velocity
reﬂected moderate growth i in most forms of lendmg, with. the exception of a sharp

in | g for h g and strong growth in other lending to the household’

sector,

Financial intermediation durmg 1983-84 contmued thercforc, to be heavily:

To0dds 4t

infl d by cyclical factors i gs and the sharp
reduction in the demand for finance.by the corporate sector. As a result, deposits with
institutions catering to household savings—including savings. banks and building
societies——grew strongly, while borrowing from the public by institutions that lend to
the corporate sector showed weaker growth,

Table 13 presents borrowing and lending growth rates of the major financial
institutions in recent years.
Table 13: Net Borrowing and Lending by Financiat Institutions (a)
(percentage increase year to quarter)

1982 1983 1984
June June December  June(p)

Borrowing (&) —
Teadingbanks . . . . . . . . . ..., 14.5 6.8 42 7.0
Savingsbanks . . . . . . . . .. . 7.5 18.1 237 164
BuildingSocieties. ., . . . . . . . . ... 100 123 12,9 147
FinanceCompanies . . . . . . . . . . . 139 42 -3.3 1.7
Money Market Corporations . . . . . . , . 41.4 159 10.3 17.2
Other NBFIs(¢) . . . . « o« v v « 4w 18.6: 26.6 13.6: 240
Total¢d) . . . . . w e 14.0. 114 9.9 1.7

of which:
Banks{e) . . . .. .. . .0, 114 124 132 1
Nonsbanks . . . . . . . v v o, . . 183 IS 6.5 123

Lending {/)—
Tradingbanks . . . . . . . . .. . 15,7 7.2 104 117
Savingsbanks . ., ., . . . . . ... . t.s 20,1 17.4 147
Building Societies , . . . C 108 9.8 9.5 138
FinanceCompanies(¢) . . + « « « « . . 156 39 -16 3.6
Money MarketCorporations . . . .+ . . . 419 168 72 150
OtherNBFIs(d) . . . . . . .« . . .. 218 20.2 164 19.5
Totalg) . . . . . .0 167 11 8.8 118

of which:
Banks . . . 0. e e e 14,1 s 13.0 12.8
Nondbanks . . , . . . v . . . . .. 196 9.8 51 1.6

{(a) Including trading and savings banks, and corporations registered under the Financial Corporations Act
(W|lh assets exceeding $5 million). Underlying data are monthly averages; interpolated data are used for
savings banks and NBFIs. All figures are percentage increases over theyeartothe qunner shown,

(b) For banks defined as ‘totat deposits' (excluding external terri ks defined as ‘borrow-
ings from residents' but ding, where possible, t gs from related corporations, other non-
bank ﬁm\ncml intermediarics and banks,

{c) FCA ies ‘credit ives', ‘authorised money market dealers’, ‘pastoral finance
companies', and ‘general financiers',

() The consolidated ‘total’ is derived:from the sum.of the two component items by deducting ‘cash.and
bank deposlls of the NBFis.

{e) M3 minus currency and deposits of the non-bank publlc with the Reserve Bank,

() Defined for banks as ‘loans, ad and bills ; defined for. banks as the sum of ‘loans,
advances and deposits that are not marketable securities’, ‘bills of exchange and promissory- notes.
discounted and held’ and ‘other assets arising from the provxslon of finance® (but excluding loans to re-
fated corporallons).

(g) The consalidated ‘total’ is derived from the sum of the foregoing items by deducting, where possible,
lending, by banks to NBFIs except authorised. dealers, (Lending by banks to authorised dealers is
excluded from bank ‘loans, advances and bills discounted".)

{p} Preliminary,
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The Monetary Aggregates
Factors contributing to monetary growth during 1982-83 and 1983-84 are shown in
Table 14, while Table 15 presents growth rates of the various aggregates since i980-81.

Table 14: Money Formation (§ mdl‘xon)'(a)

1983-84

G months 6 moaths.
1982-83. 1983-84 to December toJune

Budget Deficit [T . .

s e 4473 7961 7879 82
Fore;yExchnngeTmnsacuom(b) PR 1875 1338 2'596 ~125%
OtheE(C)  + + v v v v 0 v e e ~14T 487 ~335 823
CHANGE IN- PRIVATE SECTOR LGS/SRD

@ e e e, 6201 9786 10140 —354.
Le.uNetSaléofCGStoprivatcuctor(d) .. 5682 8692 8988 —296
Other(e)  « v 0 s w e ... —54 -4 43 —47
CHANGE IN MONEY BASE (/) - 465 1090 1195 ~105
Purchases of CGSbybanks. . . . . . . . 1516 1682 2235 ~554
Changeinbankadvances . . . ., . ., . . 5329 5787 316 2672,
Other(g)  » « + + o v v e e . 410 —~1087 =1200 B £
CHANGE IN' VOLUME OF MONEY (M3) ‘

B . e e e e e 1720 7472 5346 21526
Purchases of CGS by NBFIs PP 296 582(p) 732 =150(p)
Changein NBFladvances , . . . .. . . 37% 5464(p) 2183 3281(p)
Other (D« v v v v v eoww e —lIB —824(p) ~172 ~652(p)
CHANGE IN BROAD MONEY () . . . 11692, 12694(p) 8089 4605(p)
Net Sales of CGS to private sector comprising:

L1 1516 1682 2235 —554
NBFIS . . o« o v v v v v v o 296 582(p) 12 —150(p)
Other (k) « + + o v 4 w4 . . 380 6428(p) 6021 408(p)

Change in money base of which:
Currency held by privatesector .. . . 548 981 980 1
Deposits of the prlvale sector with the RBA . —84 110 215 ~105

{a) First ﬁve rown of the table are on 8! last day basis; private' LGS/SRD and CGS (cxcluding IEDs) are
d at face value basis. are on a monthly average basis.
(b) Foreign exchange trnnsac(lons are defined as change in gold and foreign exchange reserves less valuation
effects less net overseas raisings by the Commonwealth,
© lncludes miscellanéous accounts of thé pnvate sector, with the Reserve Bank and miscellancous factars

(d)- ‘annc is defined to exclude the Reserve Bank; Commonwealth Trust Funds and State Governments.

(é): Timing discrepancy reflecting the.difference between the money base measured on a tast-day basis and
on a weekly average basis,

(/) Money base is defined as the private sector's holdings of nétes and coin plus deposxlschhe privatesector
with the Reserve Bank (mcludlng SRD accounts).

{g) Other netassets (excluding and coin, SRD d other accounts with the Reserve Bank) of
banks.

(h) Defined as currency of the non-bank plus bank dep
() Other net assets (excluding notes and wm) of non-bank financial i
" trusts. :

{j)' The non-financial mlemedury public's holdings of currency and deposnts wnh ﬂnuncml institutions ( in-
cluding trading and savings banks and registered financial
and *other financial ooxponhons‘) Cash mnnuement trustsare included from Jamnry 1983,

(k) Includesatiming discrepancy since thetotal iSon a tast day basis,

(p) Preliminary, 45
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Table 15: Growth Rates of Selected Financial Aggregates (a) (per cent)

1980-81 1981-82 1982-83 1983-84
June June  December June  December June.
Money Base (4) . 104 124 8.8 63 10.3 121
Mi( ... . 11,9 21 —07 47 126 10.5
M2y ... . 152 143 13 76 6.1 78
M3 (e) v e 12,6 1.5 104 11.8 13.2 114
Broad Maney () . 15.5 140 12,5 1.2 10.0 (p)11.3
(a) Growth rates arc for the year to the quarter shown, using quarterly figures based on monthly average
duta,
(b) Defined as the private sector’s holdings of notes and coin plus its deposits with the Reserve Bank (in-
cluding SRD accounts).
(¢) Definedas the non-bank sector’s holdings of notes and coin, deposits with the Reserve Bank and current
deposits with trading banks,
(d) Defined as M1 plus the non-bank sector’s non-current deposits with trading banks, Trading bank de-
posits hield by C ith and State G anid by other b Tuded.
(¢) Defined as M2 plus the non-bank scctor's deposits with all savings banks,

(/) Defined as M3 plus changesin public (non-financial intermediary) deposits with corporations registered
under.the Financial Corporations Act (excluding ‘intra-group jers’, other non-bank financial cor-
porations and retailers) and, from January 1983, cash management trusts. Data are interpolated where:
necessary to yield average of month figures.

(p) Preliminary.

The money base is a measure of the supply of very liquid assets to the financial
system. It consists of notes, coins and deposits (including Statutory Reserve Deposit
Accounts) with the Reserve Bank, This measure increased by 12,1 per cent over the
year to the June quarter 1984, following growth of 6.3 per cent over the previous year.

The volume of money, M3, increased by 11.4 per cent over the year to the June:
quarter1984, thus falling within the revised conditional projection range of 10to 12 per
cent announced in December 1983, Although annual rates of M3 growth slowed during
the second half 1983-84, this outcome was influenced by uneven growth in the previous'
year as well as policy action to moderate monetary growth following the large injection
of liquidity from the external sector prior to the float.

Broad money grew slowly in the first half of the year but accelerated thereafter, By
the June quarter 1984, the growth of this aggregate was close to that of M3, suggesting
that normal cyclical influences were again.the main determinants of relative.growth in
these aggregates rather than deregulation and re-intermediation which, for a period,
had exerted some influence.

Balance of Payments

The current account deficit increased by $0.5 billion in 1983-84 to $6.7 billion, Net
apparent capital inflow declined by $0.1 billion from its 1982-83 level to $8.5 billion,
Table 16 shows major balance of payments aggegates for recent years. Table 17 shows.
quantity and price movements relating to trade in goods and services.

The small rise.in the overall. current account deficit masked sizable and divergent
movements in its main components (Chart 15), The balance of trade improved from a
deficit of around $1 billion in 1982-83 to a surplus of around $0.2 billion in 1983-84. A
15 per cent rise in export receipts outweighed a 9 per cent rise in import payments, The
net invisibles deficit widened, however, increasing by 32 per cent to $6.9 billion, largely

because of a sharp rise in servicing payments on the stock of foreign debt and direct
foreign investment.
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Table 16: Bal of Payments: Main Aggregates (Sm, not ‘f adjusted)
1983-84
1981-82 1982-83 1983-84
Year Year Year 1 i
Current account~
PR Y 19083 20656 23725 11405 12320

Fn’:m::: e e e e —-223719 —21610 ~23494 —11234 -12260
Tradebalance: . . . . . . -329 =954 231 171 60

Netinvisibles . . . « . . . —5519 —-5234 —6928 -3297 ~3631
Currenl account balance . . . —8815 —6188 ~6697 -3126 ~3571

Capitul account—

Gpnvemmcmucuriﬁ:s e 541 967 998 842 _15_6,
Securitics domiciled overseas . 368 582 361 448 223
Securities domiciled in Australia 173 385 637 394 o

Othergovernment .« . . . . =30 =17 —582 —329 s
Total government capital . 54 96 416 513

Tradecreditnei . . . . . . 198 ~301 —54 108 —162
Fo,r\el’:g:ur :rlli:cltmem in enterprises in
e DRI B S ST B
OIR:;pﬁVﬂ‘l 3 ?a;{ilu} m.ld f.lﬂh'!nc'ing' 9% —444 241 1105 —864
gf‘l‘uv?pg“f“‘. p.rlv.a(? ?ﬂp‘i(uf 9658 7828 8131 5745 2386
Netapparent capitalinflow . . 10169 8624 8547 6258 229
Net officiul monetary movements 1354 2436 1850 3132 ~1282
C”"f.:: dccount defct 35 percent: 59 8 36 33 39

Table 17: Movements in Exports and Imports at Constant Prices (a)

1983-84
81-82 1982-83 1983-84

e Year Year Year 1 i
K‘\,Jlr‘:lrlc?pgﬂs e e e e e e 1.2 —-53 23 5. 46.6
Vi —2.8 =215 ~34.0

Meal .+ o e s e ~35 122 i 8
—28. 1.7 438 402.2
S i - % -70 ~184 si4
Nen-rumlhexpcrls e e 14 7.6 123 176 3
ool . . 121 130 s 11 %9
Mclulomsrumninemls PN —lllg “ b a2 R
Totalexportsofgoods . + » . 3 _ 5 - S
Tglalim‘;%nsofwods e 12,4 103 6.4 133 25,
°rmf:: . e e e 0.2 =56 =234 ~319 560
Machinery and transpott equip- ) -
e e 154 =135 32 12,7 B
Chommes” Ll 102 -97 21 24 s
Total exports of goodsand services 1.0 13 S'B 12.7 e
Totul imports Zr}'oods andservices . 1.2 -9.7 . A X
Implicit price deflaiors 1
Exﬁo&sgfgoodsandscwlm e 20 g.'l g; ‘Ilg éA
Imports of goods and services 38 3 §’ b " 4

Termsoftrade(d) . + « « .+ -8 . A 5

jod, Hulf yearl, ¢ d adjuste d annuul rates.
E:; l';:‘rrc‘::‘l’u:: ﬁ:‘f %;ﬁnur ::?Ilég?e%:?ur for ex;cwr.l:%rgoods and services divided by the impticit price deflator for
imports of goods and services.
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Chart 15: Recent Trends in A lin’s Bal; of P;
($m per quarter)
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Although the dollar value of the current account deficit rose in 1983-84, the deficit
asap ge of GDP declined to 3.6 per cent compared with 3.8 per cent in 1982-83
and 5.9 per cent in 1981-82, As 1983-84 progressed, however, the trend in.the current

deficit b d ; imports were rising even faster than domestic demand
and the net invisibles deficit was consistently larger than in the previous year.

Export receipts increased by 15 per cent in 1983-84, reflecting an increase of about 8
per cent in volumes-and an increase in prices of about 6 per cent, The main impetus to
volume growth came from non-rural exports (particularly iron ore, petroleum,
steaming and coking coal and alumina and aluminium). This reflected additions to
capacity and greater capacity utilisation in the resource sector, the competitiveness of
Australian raw materials production (which was maintained in some i eg, coal
and iron ore, only by cuts in. contract prices) and the pick-up in world economic
activity. Rural export volumes picked up a little from the previous year, High cereal
export volumes in'the second half of the year were largely offset by drought-induced
falls in the volume of meat and sugar exports.

Average rural export prices were buoyed up by rises in meat and sugar prices. On
the other hand, non-rural export prices recorded only a small increase as reductions in
contract prices for iron ore and coal largely offset rises in other non-rural prices.

The total value of imports rose by 9 per cent in 1983-84 reflecting an increase in
volumes of about 6 per cent and a rise in prices of about 2 per cent, Strengthening
domestic demand (including private investment demand) during the course of the year
and the turnaround in the stock cycle contributed to this rise, particularly in the second
half of the year. Offsetting this was a substantial decline in petroleum imports
facilitated by higher levels of domestic production of crude oil,

The net invisibles deficit grew by 32 per cent in 1983-84. Improved corporate
profitability resulted in a rise in earnings on direct foreign investment, including higher
retained earnings as. well as higher profit remittances abroad. The build-up in foreign
debt from high net capital inflows in recent years raised interest payments abroad and
the rise in imports during 1983-84 increased freight payments abroad.

Total net apparent capital inflow was $8.5 billion in 1983.84, well in excess of the
current account deficit, As is evident from. Chart 15 this resulied from large private
capital inflows in the early months of 1983-84, particularly in the December quaster.
These. inflows. were largely speculative, based particularly on an expectation of a
revaluation of the Australian dollar. Net apparent private capitat inflow in the six.
months ending December 1983 was $5745 million, almost double the current account
deficit.

Since:the floating of the dollaron 12 December 1983, net apparent private capital
inflow. has been much lower. In the six months ending June net apparent private capital
inflow was $2387 million, much the same as the private sector’s current account deficit.

Government capital transactions resulted in a net inflow of $416 million in 1983-84
compared with' $796 million the year before. The inflow reflected net sales: of
Commonwealth securities (issued both abroad and in Australia) to non-residents of
$998 million, which more than offset an outflow on other transactions, principaily
prepayments for major items of defence and transport equipment, of $582 million,
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At end-June 1984 official reserves stood at $12.4 billion, an increase of $1.7 billion
from the level at end-June 1983, Balance of payments transactions increased reserves
by $1.9 billion while revaluations (which arise from changes in the value of the $A and
in the price of gold) reduced reserves by $0.2 billion, Foreign exchange reserves stood at
$8.6 billion at end-June 1984 compared with $6.9 billion at end-June 1983. Reflecting
high levels of private capital inflow prior to the float, official reserves at end-December
1983 were $2.6 billion higher than at end-June.1983. During the second half of the year
official reserves were run down by $0.9 billion, mainly through' the funding of the
overseas component of the budget deficit,

Foreign Exchange Developments

Comprehensi to dereg Australia’s foreign exchange market were
implemented in 1983-84, On 28 October 1983 the Reserve Bank implemented a number
of adjustments to Australia’s foreign' exchange arrangements, They included the
decision to substantiaily dercgulate the official forward market (which at that stage
accounted for less than 20 per cent of all forward exchange and tiedge covering in
Australia), At the same time the setting of the official SUS/8A rate at the end of the
day rather than, as before, at 9.30 a.m. was aimed at stemming ‘within day’ speculation
against the official rate. For a short time thereafter, net foreign exchange inflows
subsided,

, by late No , inflows had again gathered strength. Along with its
decision to allow the dollar to float fromr 12 December 1983 the Government also
decided that a major part of the exchange control restrictions, which had been designed
principatly to support the administered exch rate.arrang by limiting the
opportunities for international capital flows, should be abolished,

At the same time the Reserve Bank announced that. it would not generally be
intervening in the foreign exchange market, while retaining a' discretion to do so.,
Intervention could be required from time to'time to test market trends or to smooth the
impact that large transactions might otherwise have on the exchange rate. The Bank
also announced that it would be making market purchases and sales of foreign exchange
arising from transactions with its clients, including the Commonwealth Government, It
would not be aiming to. produce any particular exchange rate « Ithough
transactions would of course have some effect on the rate,

In view of the heavy net inflows prior to the float and: the impact these had on
domestic liquidity conditions, the Bank took a number of opportunities subsequently to
sell foreign exchange. These included:
¢ the sale of all of the net $US300 million in forward exchange contracts ding

when the Bank withdrew from the. forward exchange market at the end of October
1983;
o sale of the equivalent of the final proceeds, received in February 1984, of a borrowing
in the United Kingdom, undertaken and announced in October 1983; and
 net sales of foreign exchange as a result of the Bank testing and smoothing foreign
exchange market conditions.
Since the float, the Bank also funded the. Commonwealth Government’s foreign
exchange needs for the remainder of 1983-84 out of official foreign exchange reserves.
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On 10 April 1984 the Treasurer announced the Government’s decision to increase
the number of foreign exchange dealers by authorising non-bank financial institutions
that met certain criteria and agreed to certain conditions to deal in foreign exchange.
The Ti bsequently d that some 40 new dealers would be so:
authorised. In addition, as from 25 June 1984—the day on which the first of the new
dealers commenced operations—the previous prohibition on the covering of non
trade-related risks (in particular, capital) in the banks’ forward market was removed.
These decisions were designed to contribute to a deeper and more efficient foreign
exchange market.

The decisions to deregulate the foreign ge market both reflect and respond to
the increasing integration of Australia into the international capital market. They
should also be seen as part of policy to remove unnecessary ineffective regulation in the
interests of greater efficiency.

In response to the lasge net foreign exchange inflow in the period prior to the float,
the $A strengthened steadily during most of the first half of 1983-84. This.coincided
with a weakening of the US dollar on world markets for some time after August in re-
sponse to lower US i rates, On 8 D ber 1983, i diately prior to the float,
the $A stood at $US0.9025 and 81,4 in trade weighted terms, 3.2 per cent and 4.8 per
cent higher respectively than at end-June 1983

Since the float the $A has, predictably, fluctuated more widely in response to the de-
mand for and supply of foreign exchange. The.dollar’s variability has not generally,
however; been out of line with the experience of other floating cusrencies over this
period—which has been-a timeiof considerable and fluctuating pressures in exchange
markets the world over.,

As indicated in Chart 16, the SA reached its peak for the post-float period (and for
1983-84) in mid-March, both against the US dollar and ona trade-weighted basis. The
main factors underlying the strengthening of the dollar at this time were a weaker US
dollar on international markets, increases in domestic interest rates and an apparently
improved current account performance.

Between this peak and end-June the SA fell back by 10.8 per cent against the US
dollar and by 7.5 per cent on'a trade-weighted basis. This substantial weakening has
been occasioned largely by the significant rebounding of the US.dollar associated with
increases in' US interest rates'and the continued strength of the US recovery. An easing
of domestic interest rates associated with the passing of the seasonal tax rundown
period has also contributed. The $A also declined significantly over this time against the
other major currencies—5.8 per cent against the Yen, 4.5 per cent against the
Deutschemark and 3.9 per cent against Sterling,

These considerable changes within the year were, to a large extent, offsetting. Over
the year to end-June the $A rose 2 per cent on a trade-weighted basis. There were ap-
preciations against the currencies of two of our major trading partners-—the Federal
Republic of Germany (7.7 per cent) and the United Kingdom (11.3 per cent)—and.
more modest depreciations against the US dollar (1.5 per cent) and the Yen (2.3 per
cent).

b
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PART I1: INTERNATIONAL ECONOMIC CONDITIONS AND
PROSPECTS

The strengthening ininternational economic activity, which emerged initially in the
United States.late in 1982, intensified and became more widely spread during the first
half of 1984, For OECD countries as a group, some slowing is expected in the second
half of 1984 and in 1985, mainly from an expected reduction in growth in the United
States.

Real GNP in the United States is estimated to have risen by 3.7 per cent in'1983 and
at a seasonally adjusted annual rate of 8.4 per'cent in the first half of 1984. The recov-
ery in the United States was infl d, in the first i by falling inflation and tax.
cuts, and was initially concentrated in a pick-up in personal consumption expenditure
and residential i “and. a slowing in. the rate of inventory decumulation. The
strengthening in. final sales, which exceeded expectations, together with reduced wage
and price inflation and increased business profitability (partly induced by tax cuts),
subsequently contributed to a surge in business fixed investment. For 1984 as a whole,
real GNP growth-in the United States is now forecast to exceed 6 per cent, Growth of
that order is not expected to be maintained beyond 1984 and the rate of economic
expansion should ease in 1985 as stock building runs its course, as the economy moves'
nearer to capacity and as high interest rates take their toll of consumption and
investment.

In Japar, a modest strengthening in economic activity developed'in mid-1983 and
real GNP rose by 3.0 per cent for 1983 as a whole. The initial impetus to.faster growth
came mainly. from a boost in export demand which, in-turn, was largely a consequence
of the strong turnaround in the United States economy and the gain in Japanese
competitiveness. from the-strengthening of the US dollar relative to the Japanese yen.
Public fixed investment also.made a substantial. contribution to the initial recovery in
domestic demand. The recovery became more broadly based.in the second half of 1983,
with strengthening private consumption and investment aided by a.decline in real oil
prices. Domestic demand now rivals exports as the principal source of growth and GNP
is expected to-grow by over 41 per cent in 1984, The rate of expansion of the Japanese
economy is currently forecast to-moderate to a seasonally adjusted annual rate of
around 3% per cent in the first half of 1985,

In Western Burope the. recovery is less well developed and more disparate and
seems.likely to remain fragile until private investment strengthens. A gradual recovery
has been under way in.the United Kingdom since mid-1981, with the rate of growth of
GDP rising to a relatively strong 3.2-per cent in 1983 and edging up further in early
1984 prior to the national coal strike. In the Federal Republic of Germany, negative
growth in 1982 gave way to 8 modest increase in output in 1983, Output there also has
recently been adversely affected by a major industrial dispute, now concluded. Even so,
of the major European economies, these countries appear to have the best growth,
prospects in 1984—with real GDP expected to increase by around 24 per cent in the
United Kingdom and. by around 3 per cent in the Federal Republic of Germany. In
France, marginal growth was achieved in. 1983 and the rate of expansion.is expected to
remain niodest during 1984, while growth in Italy is expected to resume following the
decline recorded in 1983, For the smaller OECD industrial countries, real GDP growth
is expected to rise from 1.6 per cent in 1983 to around 24 per cent in 1984,
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For OECD countries as a whole, the rate of real GNP growth is expected to be
around 4% per cent in 1984 compared with an estimated 2.4 per cent in 1983, but is
currently forecast toslow to around 24 per cent in 1985,

Real growth in non-oil developing countries is estimated to rise from 1+4. per.cent in
1983 to 3¢ per cent in 1984, For the oil-exporting developing countries, there could be
an expansion of around 41 per cent in real terms in 1984, following four years of falling
GNP (partly reflecting.a sharp curtailment of government: spending associated with
falling demand and prices for OPEC oil during that time), Very recent developments in
international oil markets cast. something of a cloud over prospects for this group of
countries.

The average inflation rate (as measured by private. consumption. deflators) in
OECD countries fell from a peak.of 11.1 per cent in 1980 to.7.9 per cent in 1982 and
continued to decline to around 5% per cent. in 1983, reflecting subdued wage
settlements, moderate increases in. commodity prices and substantial productivity
growth,

After two years when sharp falls were recorded, non-oil commodity prices
increased, on average, by some 7 per cent (in' US dollar terms)- in- 1983, This rise in
commodity prices is, however, considerably weaker than that experienced in the
previous (1976-77) economic recovery, The main restraining influences on commodity
prices during the present recovery appear to have been the dominance of the strong
recovery in the United States (which. is. generally less dependent than Europe and
Japan on imported primary commoditics), the earlier build-up of excess productive
capacity and stockpiles, the sharp appreciation of the US dollar (which has added to
the cost of raw materials in currencies other than the US dollar and had a dampening
effect on demand), the general slowing in inflation and the propensity of countries
experiencing balance of payments difficulties to cut imports and. press exports
(including, in both cases, of primary commodities), The high level of real interest rates
in the last few years may also have constrained the level of final product inventories and
hence the demand for raw materials.

The average price (cif) of crude oil imported into.-OECD countries declined by 15
per. cent in real US dollar terms in 1983, Very recently, spot prices of crude oil have
again been under some pressure..

Unit labour cost increases in manufacturing averaged-only 1 per cent in-the seven

major OECD economies in. 1983, Given prevailing levels. of price inflation and

ploy , wages are expected to continue to show modest growth, at least over

the short term, and unit labour costs in manufacturing are expected to b largely
unchanged in 1984, .

Conditions in 1984 appear conducive to a continuation: of the generally more
moderate. rates of inflation experienced: recently. For the major economies, it is
expected that inflation will remain around present levels in 1984 and into the first half
of 1985, For the smaller industrial countries as a group, a downward trend in inflation is
envisaged,

Corporate profits improved in most major economies. during, 1983 and further
increases. are expected during 1984. Real wage restraint, lower inflation, improved
after-tax profitability and higher rates of capacity utilisation in industry have
contributed to increased business fixed investment, particularly in the United States,
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Japan and the United Kingdom. This upturn has. comte in the face of interest rates
which have remained high, both nominally and relative to inflation. Elsewhere,
however, there is as yet little sign of private investment showing the pick-up necessary
for the upswing to be sustained.

Employment has expanded rapidly in the United States, where civilian employment
increased by around 6.4 million between the cyclical trough in December 1982 and July
1984, More modest employment growth has been recorded in Japan (where
unemployment hiowever has been much lower), while in Europe employment levels
have remained largely unchanged. The civilian unemployment rate in the United States
fell from a peak of 10.7 per cent in November and December 1982 to 7.5 per cent in
July 1984; the general prediction-is for a further modest reduction in the period ahead.
Little change in the unemployment rate is expected in Japan, where participation
rates—particularly for females—have increased; while in Western Europe the slow
pace of output and employment growth seems likely to result in further rises in

ploy . It s g 1] knowledged that the recovery in output and
employment in major Western European ecx ics. has been inhibited by a relative
fack of flexibility and. adaptation in product and factor markets-——what has become
known as ‘Eurosclerosis’. This contrasts, for instance, with the United States.

The strength of recovery in the United States and the exceptionally strong rise in
the value of the US dollar have been associated with a record US current account
deficit. The deficit, which is stemming more from very rapid import growth than from
abnormally low export performance, is expected to widen substantially in 1985, A
record Japanese current account surplus is also expected to increase still further in
1985, with more normal current account positions being recorded in.most other OECD
countries and the current account deficits of the oil-exporting and non-oil developing
countries should show some decline, There is, however, a large statistical discrepancy in
global estimates of current bal and app trends in the. external
positions of major. groups of countries need to be interpreted with some caution.

After falling by 2.7 per cent in 1982 and expanding by an estimated 2 per cent in
1983, the volume. of world trade is expected.to increase by around. 7 per cent in 1984
and by 54 per cent in 1985,

The OECD expects that the trend toward larger structural budget deficits from
1982 will be reversed during 1984, with an increasing such deficit in'the United States
being largely offset by fiscal restraint in other' major economies and a more uniform
trend' to restraint. than at any time since 1979 in. most -of the smaller industrial
cconomies, In the years beyond 1985, the fiscal imbalance in the United States might be
reduced a little, although attempts to-agree on to achieve that have
met with limited success. to- date, Overall, budget deficits in the OECD area are
expected to remain at a historically high level in relation to both GNP and household
savings.

Monetary policy was tightened in the second half of 1983 in the United States, the
Federal Republic of Germany and (to a lesser extent) the United Kingdom, as growth
in monetary aggregates was brought back towards the upper limits of target ranges. In
Japan, monetary-policy has ined largely non- dating to inflation. For the
OECD countries as.a whole, monetary policy has generally remained firm and this is
expected. to continue with the lowering of monetary targets.in the United States, the
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Federal Republic of Germany, the United Kingdom and France. There is widespread
recognition that the errors of the past, when monetary growth has too.often been
allowed to be overly expansionary in the carly stages of recovery, must be avoided this
time around.

Following the high levels reached in late 1981, nominal interest rates declined in
1982, While further declines have sinice been recorded in some countries, interest rates
started to rise again in carly 1984-in North America and the United Kingdom, In the
United States, the surge in private credit demands accompanymg the continuing
expansion of. the economy contributed to a rise in the prime lendmg rate of around 2
percentage points between March and June 1984; With generally firm, anti-infl
monetary policies being pursued in the OECD' arca, and ‘with budget deficits a
continuing cause for concern, interest rates within that.area aré. unllke]y to show a
substantial fall in the near term, if they do not actually rise further.

Although large fiscal deficits apply in nearly all industrial countries,. the focus of
concern is the present policy mix in the rapidly expanding and influential United States.

cconomy. Financial markets the world over remain sensitive to.economic' conditions
and policies in the United States. Particular. concerns are harboured about the possible
clash.of private and public sector ¢redit d ds under existi licies, and possibl

moves to alter monetary policy. Net. borrowmg by US non-fi sectors ( 1

adjusted) increased from SUS395 billion in. 1982 to an. annualized' level of $USS57
billion over- the six months to May 1984. While the recent tentative: steps toward a
‘downpayment’ on the budget deficit indicate that the authoritics are cognizant.of the
problem, the modest. proportions of the package to date. (especially-as.it relates to-the

period immediately ahead) will' end little, if any, assurance to financial markets in'the.

next year or so. On present.policies, the US fiscal deficit will not shrink significantly as
recovery proceeds. Accordingly, the stock of public debt must be expected to continue
to swell, with potentially grave consequences in:terms of future budgetary tensions and
strains on financial markets.

The imbalances in domestic US economic policy have international consequences,
High US’interest rates put enormous strain on heavily indebted developing countries
and endanger rescuc packages put together to assist the adjustment of those countries in
financial difficulty, The domestic economic adjustments which clearly have to be made
by many developing and Eastern European countries with debt problems have resulted,
and for some time yet must be expected to continue to.result, in-constrained 1mport
capacity and lower rates. of economic growth., While the: pick-up: in. demand in the
United States and other industrial countries has worked to raise export incomes in
debtor countrics, the beneficial effects upon debt servicing burdens have been largely
offset by the recent further rise in interest rates in the United States and the associated
strength of the' US dollar (in which a great deal of the debt of these. countries is
denominated). Many major debtor countries continue to face formidable debt-servicing

obligations, notwnthstandmg the recent heduling of large: its of principal
repayments. The easmg of international debt problems wnll depend on continued global
economic expanswn But ined domestic 7 hent by individual debtor

countries, improving market access fordebtor countries’ exports and an adequate net
flow of official and private capital to debior countries to support the-adjustment process
will also be necessary.
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"Fears are also held that, if the necessary adjustment from the present abnormal
pattern of exchange rates and current bat is too precipil this could
have disruptive consequences and pose threats.to international stability; at.least in the
short term.

For most economies there ins an ongoing need. to achieve macr
balance by reducing inflation and budget deficits and ensuring that ptoﬁmbxlny is
adequate to sustain recovery in business mvestment But furthering the recovery is not
just a matter of red 1 Policies are also necessary to
improve the underlying structure of Western economies, particularly those which
appear to have lost the dynamlsm and flexibility to generaté strong growth. The poor

t record of Eirope over the past decade, when compared with that of the
Umted States, is an indication of the costs of harbouring market infiexibilities. There is
also a nised to strengthen the multilateral trading: system and remove: some of the
protective measures—both covert and overt—that have been put in place over recent
years, Countries like Australia, which can only. gam access to world markets on the
basis of relative efficiency, have a particular interest in such reforms.
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PART III—POLICIES FOR SUSTAINED RECOVERY

As discussed in other parts of this St , the Australi y rebounded
strongly in 1983-84 as it emerged from the recession. While there are risks and
}mccrtainties, the prospects are for a further year of firm growth in 1984-85. Wage
increases have moderated and there has been a marked improvement in profits, The
ratc of inflation has declined towards that of our major trading partners, Employment
isi ing strongly and ployment has declined

Australia has experienced other periods of strong growth in the past decade or so
but none has been sustained for long enough to prevent a progressive increase in
unemployment throughout the period, The overall performance of the economy since
the late 1960s has been mediocre. Since that time, Australia’s average real rate of
growth has been only slightly above the much-reduced rate for the.OECD as.a whole,
and somewhat below that average rate when measured on a per capita basis, Australia’s
unemployment rate has risen in line with that of the OECD region, our rate of inflation
has tended to run ahead of the OECD rate, our share of world trade has fallenand so
has our per capita income relative to that of many other countries both within the
OECD area and outside it,

. Australia’s economic performance has, of course, been adversely affected by
international developments in the past decade including higher inflation, slower growth
in world' trade; destabilising capital’ flows and heightened uncertainty. But the
below-average performance of our economy has been sufficient to indicate that
domestic influences have also played a part. It is the domestic.constraints to economic
growth over which governments have an influence. Accordingly, the question. arises
how, this time, the burst of growth might be brought to lead'to a better outcome than
the several spurts of the past decade or so.

The central elements of an answer to that question were clearly identified by the
present Government in. its early days of office. The: major constraints to sustainable
economic growth concern issues such as inflation and the related question of
factor-share imbalances (and the way in which those are resolved) and questions of the.
efficient alocation of resources and the way in which improved efficiencyis pursued,
Those generaf rubrics lead into practical policy questions such as the means. of
obtaining restraint in the growth of wage costs (including the role of the Prices.and
Incomes Accord and its relationship with fiscal policy); the size of the public sector and
of its borrowing requirement; the conduct of monetary policy; and the changing
structure of the Australian economy and the effects thereon of both general and specific
government policies.

This Part of Statement No. 2 looks briefly at some of those issues.

Prices and Incomes Policy
A key element of the Government's approach to the y is the compret

prices and'incomes policy based on the Accord between the Australian Labor Party and.
the Australian Council of Trade Unions. The policy, which recognises the need for
restraint in income claims if there is to be a sustained recovery in economic growth and
employment, has several important elements:
© emphasis on a central mechanism for wage determination based on the Australian

Conciliation and Arbitration Commission;
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 policies and institutional arrangements to influence the determination of non-wage
incomes and prices as 2 complement to the system of wage determination;

® recognition of the many non-wage determinants of living standards, and the infl
of government policy on those determinants;

® concern to achieve an equitable distribution of income; and

* much. greater emphasis than hitherto on consultation between government, trade
unions and employers on economic conditions and policy.

Real wages.declined during 1983 asa q of the fon, the decline.in
the bargaining power of the trade unions.and the formalization of that decline in the
wage pause. Wherever wage pauses or. freezes have been instituted, the transition back
to ‘normal’ operating arrangements has involved problems. In Australia’s case,
however, the introduction of the Accord cnabled that process to be entered upon
without disruption.

The Accord has. been put forward fundamentally as an. instrument for achieving
restraint when economic recovery proceeds far enough to place wage, price and income
setters in a.stronger market position to go their own ways, Given the strength of the
economic pick-up so far, the Accord has been called upon to perform that task rather
carlier than expected. The commitment by nearly all unions not to make extra claims
outside the centralised framework has been clearly reflected in the figures for award
wages, the growth of which has been confined to the increases flowing from indexation.

Maintaining income restraint over the medium term as recovery strengthens further
will provide a continuing test of the Accord’s effectiveness.

In that context, however, it should be noted that wages alone do not provide a
complete picture of the development of overall labour costs. Non-wage labour costs
(‘on-costs’) have, by all accounts, expanded even more rapidly than wage costs over the
past decade or 5o, The lack of adequate data clouds the picture; but in at least some:
sectors of the economy, on-costs are now estimated to be about half as much as direct
wage costs,

On-costs are, of course, just as inescapable a cost of employing labour, and therefore
potentially as much an impediment to more jobs, as wages themselves. It would
therefore be a matter for concern if success in holding wages to the path mapped out by
the prices and incomes policy were to result in increased upward pressure on the
non-wage component of the employment ‘contract’,

Aspirations for wider and more generous superannuation cover are relevant in this
context, but there are numerous other potential examples all of which fall within the

terms of the Accord and are therefore the subject of consultation between the
Government and the ACTU..

The deceleration in wages and the associated large reduction in real unit labour
costs in Australia has been a most favourable development in terms of transforming the
pick-up in the economy into a sustained recovery. It has enhanced the prospect of
higher investment and of increased employment attendant upon that investment, The
rate of unemployment remains, neveitheless, very high by the standards of the early
1970s, despite a restoration of the balance of factor shares to what pertained at that
time. That has, of course, been a very recent develop and its full implications for
employment are no doubt.yet to be seen,
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The high rate of unemployment also reflects the major adjustients to the.labour

force in the recession, the changing structure of. the ecoriomy' and:the-fact that some'

Y

workers retrenched from g industries during the ionhave not yet acquired
the new skills necessary to regain employment.. The relatively low average level of pri-
vate business investment during the past decade and the associated impact on the (con-
tinually ageing) private capital stock have contributed to Iower demand for labour.
Given the prospect of a fairly strong growth in aggregate demand in the period immedi-
ately ahead, employment growth would be stronger and unemployment lower if the re-

cent adjustment in the relative cost of labour were at least maintained.. Equally, em-.

ployment will be stronger the higher the rate of private invéstment.

From a medium-térm perspective, an important issue is. thal the present approach
to wage determination and the emphasis on uniform p provides little
scope for.changing wage relativities, This is an mev:table consequencc ‘of a wages policy
that must place priority on reducing the. overall rate of wage increase and inflation:in
the economy. The challenge will be to devise and implement adjustments to the system

that allow for greater flexibility in relativities without precipitating an acceleration in:

the overall level of labour costs in Australia such as we have seenin the past.

The Government has put in place a prices surveillance mechanism that recognises
that the best form of price control is generally the effective aoperation of competitive
market forces. The Prices Surveillande Authority is to focus its activitics on areas where
effective competition is not present and where price and wage decisions have pervasive
effects throughout the Y, with the.need to minimise intrusion into
business activities: The policy also-recognises the importance of adequate.profits for
increased investment and employment in the private sector.

Fiscal Policy
The Government's basnc approach to ﬁscal polxcy has been. to provxde the max:mum
direct stimulus to d with avoiding infl y pr 3
At the time of the 1983-84 Budget, wn.h the. economy still deep in recusnon. a
ial fiscal stimulus was. iate—subject to the intention,
announced at that time, to reduce the dcgree of shmulus as private sector demand
recovered,

The economy responded strongly in 1983-84, vindicating that initial policy

approach. Early in the.1984-85 budgetary p therefore, the Government made
knownits intention to reduce the budget deficit in the forthcommg year.,
That fiscal' policy. objective, , 'had to be ciled. with the intention to

provide significant taxation reductions to lower and middle income carners and the
desire to increase social welfare payments to the genuinely needy.

In framing the 1984-85 Budget, the task.of meeting the.fiscal policy objective was
ecased by the unusually strong growth in revenues which this second: year .of strong
recovery will produce: the particular conjuncture of healthy growth in.the current year
revenue base and lagged effects: of those. major revenue items—company and other
individuals personal income. tax—which. derive.from the very sharp lift.in the incomes
concerned in'1983-84, As detailed in Statement No. 4, those effects were such asto yield
increased revenue, before new measures, of $9.7 billion or 20 per cent in 1984-85..
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Beyond that, as noted, scope had.to be found. for significant. personal:income tax

reducuons The revenue cost of those tax reductions in. 1984-85 is.about $1.3 billion,

ducing the net i in (before any other measures). to about $8.4 billion
ot 17-per cent..

Constraining outlays growth to within the limits imposed by that revenue growth
while providing for a significant reduction in-the budget deﬁcnt .was rehdered difficult
by the extent to which budget outlays have b ingly ‘locked-in’ over

ive years by p of indexation, forward commitments and the like,

For 1984-85, two particular items have been of notable importance in terms of their
contribution to outlays growth: first, the full-year operation of Medicare which, alone,
contributes about 2.2 percentage points of the total 6.1 per cent real growth'in outlays;
and, secondly, escalatinig public debt. interest payments—the legacy of past budget
deficits and their necessary financing—which, in 1984-85, will contribute a further 1.6
percentage points to aggregate outlays growth,

Beyond those two specific items, the full-year cost of other programs introduced in
1983-84 has made a contribution to the overall increase in.1984-85 outlays growth,

Notwithstanding this, outlays are budgeted to rise by 13 per cent.in 1984-85, an
increase which is lower than the outcome for any year since 1979-80, and follows an
incfease. of 15.6 per cent in 1983-84, In real terms the estimated outlays growth is 6:1
per: cent-compared with 7.7 per cent.in 1983-84 and 6.5 per cent in 1982-83 and the
average of 4:6 per cent for the ten'years to 1983-84.

In'the event, the balancing of fiscal policy objectives with other policy requirements
produced a reduction. in the budget deficit for 1984-85 of $1.2 billion and in the
domestic deficit of $1.6 billion, in liné with the basic objective of reducing the total

- public sector borrowing requirement as that of the private sector expands..

The borrowing requirement of the State. and local government sector (excluding
Commonwealth net advances to the States) rose from around 1 per cent of GDP in the
late 1960s to 3.3per cent in 1983-84, In recent years, the growth of that borrowing has
gone well: beyond limits set by Loan Council and, during the early. 1980s, authorities
made-. i g, and i ingly blatant, resort to forms of financing, which
circumvented Loan Council control,

In. 1984, steps were taken to bring all formsof borrowing within a ‘global allocation’
for all State and local government authorities; a similar approach-was agreed in respect
of Commonwealth and. Tersitory off-budget authorities. Within that global total, the
States have been given considerable freedom over the nature of the borrowing that their
authorities might .undertake. However, with, the taxation. advantages of. lease-type
financing now much diminighed, it might be expected that there will be greater resort to
conventional borrowing methods.

For.1984-85, the global:allocation for State‘and local government authorities was
set-at the same ‘money level as.in 1983.84; implying some fall. in real terms and in.
proportion.to GDP from 3.7-per-cent to 3.3 per cent, On the Commonweaith side, the
reduction in‘the budget deﬁcnt for'1984-85 will be partly offset by increased borrowings
by Commoriwealth. authorities, ‘In- totdl, ‘the public sector borrowing requirement
(PSBR) is'estimated to'decline from around 8 per cent in 1983-84 to around-7-per cent
in 1984-85.
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Looking beyond this year, there is a clear need for the PSBR to be further reduced if
the cconomic recovery is to be sustained. Experience this yeat with the global approach

should provide some basis for consideration of how its objectives might be further

extended. Not unrelated to that consideration will be the review, in 1985, of the tax
sharing arrangements and the study presently under way on the distribution of tax
powers between the Commonwealth and State governments. The question of tax
reform more generally is also likely to be high on the agenda of governments.

In the end, the perennial problem of controlling the growth of outlays is unlikely to
be significantly reduced by any mere institutional arrangements, That problem will
remain to be solved primarily by discretionary government action to reduce outlays, to
redirect them to areas of greatest need and to improve the efficiency of programs.

Monetary Policy

As discussed in earlier years in this Statement, the long and variable lags with which
monetary policy affects the economy suggest that monetary policy should be
formulated having regard to the Government’s medium-term objectives. While there is
legitimate debate regarding the infl of y factors on the level of activity
and the rate of inflation in the short term,. there. is broad agreement that, over the
medium term, growth of the monetary aggregates is an important influence on the rate
of inflation. At the international level, the much faster growth in world liquidity since
the late 1960s is seen as one of. the more important factors contributing to the sharp
acceleration in inflation in the industrial countries since that time, and.most countries
now regard monetary control as an essential ingredient of anti-inflationary policy.
Moreover, there is now general agreement that past errors of monetary laxity have been
most damaging in the early stages of recovery. The success of monetary policy in
Australia in 1983-84 is the more significant in that context,

As noted in Part I of this Statement, the monitoring of monetary conditions in
recent times has been plicated by the deregulation of the banking system and
continued financial innovation, Over the past 20 years or so, the non-bank financial
sector has tended to grow faster than the more regulated banking sector. More recently,
however, the trend towards increased flexibility in domestic financial markets has been
associated with deregulation of the banking sector. That process was carried further in
the removal from 1 August, 1984 of the maturity controls on deposits of the trading and
savings banks. In the immediate future the banks’ balance sheets can be expected to
grow somewhat faster than normally. How much faster remains uncertain but growth
in M3 is likely to be closer to, or even above, growth in broader aggregates such as
‘Broad Money' than.in the past. This process of potential re-intermediation will occur
primarily in the form of competition for short-term deposits. The present holdings of
such deposits by merchant banks and, to a lesser extent, permanent building societies
and credit unions is very large even in relation to M3, The potential for the M3 measure:
to be distorted by this process is correspondingly high. Growth in these broader
aggregates is largely unaffected by the recent institutional changes and will, therefore,
provide an important guide to underlying monetary conditions in the period ahead..

Apart from these immediate considerations. relating to- re-intermediation,. the
growing plexity.of the fi ial system (including the high degree of substitution
between bank and many non-bank deposits) underlines the need for the authorities to
monitor and influence the growth in total borrowing and lending.
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Trends in.the broader aggregates (and in financial conditions generally) have been
closely monitored in recent years, but the main focus of policy has been the growth of
the measure M3, reflecting the key role of the banking sector in the financial system.
That measure sits toward the middle of the spectrum of monetary aggregates, At one
end of that spectrum, there are very narrow aggregates comprising those most liquid
assets which provide the underpinning for lending by the banks and other financial
institutions. At the other are the broader aggregates such as ‘Broad Money’ which go
beyond what is normally regarded as ‘money’ but the expansion of which is clearly
related to total transactions in the economy.

By controlling the lending capacity of the banks, governments have been
influencing liquidity conditions within, and Iending by, the financial system as a whole.
Control of the. growth in bank deposits (and therefore lending) has been based on
controiling growth in the Liquid and Government Securities (LGS) assets of the
banks—that is, the holdings of cash plus Commonwealth Government securities
(CGS), on which bank lending has been based.

The focus on growth of the banks’ LGS assets has reflected the historical.
importance of the liquidity conventions under which CGS holdings are counted as part
of a bank’s liquidity. Since CGS holdings of the banks are part of what was considered
to be the LGS ‘fulcrum’ of the banking system, the authorities have also had. to be.
concerned with the split in sales of CGS to the banks and the non-bank public. That
approach has effectively treated all CGS holdings as' being highly liquid. Under a
market-oriented system for selling government securities, the banks must necessarily be
concerned with thé composition of their LGS assets and the costs of converting those
securities to cash as the need arises. Control of the banks’ balance sheets thus rests more
squarely now on control of what has become known as the ‘money base’.

Capacity to control thg very liquid assets of the banks was considerably enhanced
by the introduction in. 1982 of the tender system for selling' Commonwealth Treasury
Bonds, In addition, the Reserve Bank has increasingly operated to influence liquidity
conditions through open market operations and its re-discount facility. However, until ¢
the floating of the Australian dollar in late 1983, a tightening of the liquidity base could
always be relieved by funds brought in from overseas if there were a demand for them
at the newly-prevailing interest rates, Neither the primary issue of CGS nor the
operations of the Reserve Bank could necessarily be relied upon fully to have their
intended effects on the liquidity available to the system.

Under the current exchange rate regime, by contrast, the money base of the
financial system cannot be varied by the external transactions of financial institutions,
Additions to the money base are now basically determined by the budget deficit, the
Government’s net CGS sales and transactions of the Reserve Bank with the non-official
sector. Given that.the private banks and other deposit-taking institutions have to hold
(or have ready aceess to) a certain amount of cash for prudential purposes, operations
in CGS now provide a firmer lever for control of the liquidity of the financial system..

Floating of the Australian dollar has, therefore, given the authorities.greater scope
to conduct an independent monetary policy. However, insulating the domestic
economy from destabilising capital flows in this way necessarily means accepting
greater fluctuations in the exchange rate. This is not always straightforward;
international experience testifies that foreign exchange markets can get out of kilter
with the underlying competitive positions of economies.
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While external factors can often predominate in the determination of the exchange
rate in the short term, the underlying position must necessarily come back. to the
soundness or otherwise of domestic economic policies. Growth in. the monetary
aggregates is obviously an important factor in that but it is only one of a
number—including fiscal conditions, wage and price developments and structural
policies—shaping expectations about the soundness of a currency.

The decision to float the exct rate in D ber 1983, together with the

concurrent, and in many respects more important, decision to remove virtually all

exchange controls, has integrated the Australian economy more closely with the

international financial system than ever before in the post-war period. The float has

given the authorities much greater scope to infl domestic y devel

but it has also increased. the need for the scmngs of monetary pollcy to be—and be scen
to be—-appropriate. If policies are perceived to be inappropriate this will quickly be
reflected in the exchangc rate with potenually disruptive effects on domestic economic
performance.

The Dynamics of Growth

The commentary above has concentrated on the.main elements of macroeconomic
policy and prices and incomes policy which are presently the focus of attention and.
which, in the main, have been central to the formulation of the 1984-85 Budget.

Such policies are always important. It is worth recalling, however, that even in the
1950s and 1960s, when macroeconomic policies were conducted considerably mote suc-
cessfully than in the 1970s and, to date, the 1980s, Australia’s.cconomic growth rates
generally lagged behind the OECD average.

At the risk of some over-snmphﬁcanon, it can be said that, in.the main, this was the
result of mappropnnte i i regulanon (including,
needless to say, in the financial sector) and protccuon in its many guises,

In the end, no amount of manipulation of the instruments of macroeconomic con-
j trol can transform a non-competitive, inflexible and sluggish economy into one which
can generate strong economic growth. The dynamics:of growth spring from the ability
to adjust to changing circumstances. Regulation and protection can impair that ability.
The short-term benefits from increased protection and other forms of assistance dis-
tract from more substantial adverse effects over the longer term. Without competitive
pressures, industries' mey have little incentive to pursue productivity gains—and there
may be little incentive also for both human and capital resources to move into newer
areas of industry, Yet it is precisely the development of newer industries and the res-
tructuring of established ones that is critical to the longer-term health of any economy.
As is evident in parts of Australian manufacturing industry, even high and increasing
levels of protection cannot guarantee jobs. In the ultimate structural change cannot be
avoided; either an industry makes the necessary changes and becomes competitive or it.
eventually shrinks to insignificance. Attempts to resist the inevitable put at risk the
beneficial effects that can and'do flow from structural adjustment,

A comparison of the economic performance over the past decade of a number of the
newly industrialised countries in the Pacific region with that of some of the more
‘mature’ economies of the same region should be sufficient to underline the point.

Decisians over the last few years.to move steadily towards deregulation of the finan-:
cial markets and to open them to increased competition will assist the. process. of
change: The current economic. upswing provides the opportunity to make necessary
adjustments to other elements of policy with the same objective.,
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PART IV—~THE ECONOMIC OUTLOOK

Background

While the turnaround in the Australian economy in 1983-84 was considerably
stronger than expected, its pattern was more or less in line with past experience. There
were some signs of 2 broadening in the pattern of demand in the second half of 1983-84
and the recovery process during 1984-85 is expected 'to build on this as the effects of the
less durable cyclical influences wane.

In the main, the pick-up has so far involved bringing back into production pre-
viously underutilised resources of labour and capital. But more than that is needed to:
put the economy firmly on the path of long-term, inable growth. Building an ongo-
ing recovery will require an expansion of Australia’s productive capacity. The sub-
stantial progress made last year in improving corporate profitability and moderating in-
come claims will be helpful in that regard. But there are risks and uncertainties.in the
sustainability of the s these are add dinthe luding section of this Part.

For the moment, it suffices to say that the forecasts set out below, of continued
strong growth and declining inflation, are based on the assumption that the challenge of
ensuring continued pncc and cost moderation and of developmg further the conditions

d to expandi investment will be met in the year ahead.

The Forecasting Framework

The forecasts herein. are based on the forecasting framework established by the
Joint Economic Forecasting Group. These forecasts—Ilike any others—are conditional
on an underlying set of assumptions, Those assumptions deal with what are largely ex-
ogenous factors, such as the world economy, rural conditions and policy settings; they
have been chosen mainly because they appear plausible but it should be borne in mind
that risk isattached to each—and that risk of that kind affects the forecasts as much as
any uncertainty about the stability of the behavioural relationships that are taken to
underlie the workings of the economy.

In addition, the forecasts must necessarily be based on currently available statistical

'data which can be. subject to substantial revisions and, on occasions, be seen sub-

tinel

quently to have p ani ping-off point for the forecaster. This fact is
of particular importance for 1984-85, gwen the doubts surrounding profit and. wage
data for 1983-84 which are central to judgments regarding the outlook for business
investment.
1t would accordingly be unwarranted to suggest that the forecasts represent any-
thing other than the mid-point of a range of plausible possibilities conditional on the set
of assumptions made. The focus of attention in the following assessment should be con-
centrated on the overall picture, rather than on particular projections for individual
items.

Forecasting Assumptions

The main.components of the budget estimates as used for forecasting purposes are
as follows (figures in parentheses represent corresponding, increases in real terms,
where appropriate):

o an overall deficit of $6745 million, comprising an estimated domestic deficit of

$3877 million and an overseas deficit of $2868 million;
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o an estimated increase in total outlays of 13.0 per cent (about 6.1 per cent); and
® anestimated increase of 17.7 per cent (about 10,5 per cent) in total receipts.
The other major assumptions are:

continuing recovery in world: activity, The. pace of the recovery could. slow
somewhat with an expected moderation in growth rates.in the North American
economies, Real GNP in the major seven OECD economies as a whole is
assumed to grow by around 3# per cent in 1984-85;

inflation in the major industrial economies at about the same rate as recorded in
1983-84 (around 44 per cent);.

continued successful operation of the Prices and Incomes Accord, with negligible
sectional wage increases;

monetary policy such as to promote an environment of sustainably lower
inflation, while allowing the expansion of real activity to proceed;

an unchanged exchange rate in TWI terms;
areturn to normal seasonal conditions; and
no major revisions to the existing data base.

General Outlook

Based: on those assumptions, the outlook for 1984-85, in summary, would be as
follows:

Activity and Output
* a marked strengthening in" private sector activity, encompassing firm growth in
ption, an leration (from very low levels) in business investment, and.

continuing strong growth in dwelling sector activity;
continued strong growth in public sector demand,

a further large contribution from non-farm stocks as the restocking phase of the
cycle continues;

arun-down in farm stocks;

a sharp pick-up in. exports (especially rural exports) largely offset by a
substantial increase in imports;

continuing strong growth in non-farm product; and

amoderate decline in farm product.

Labour Market

e strong growth in employment with the increase in year-average terms
particularly marked;

* an edging up in the participation rate over the course of the year; and.
o a further modest decline in.the unemployment rate over the course of the year.

Prices.and Incomes
o further casing in rates of price and cost inflation; and:
® continuing improvement in corporate profitability and'cash flow..
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Balance of Payments
o amarked increase in the current account deficit.
Financial Markets
® areduction in the publicsector bofrowing requirement; and
® a marked decline in | hold sector lending and little change in the corporate
sector borrowing requirement.

Further comments.on the major p of. the fi are offered. below.,
Expenditure estimates, unless otherwise stated, are in real terms (and, where
appropriate; abstract from the estimated effects of sale/leaseback transactions between
the public and private sectors).

Activity and Output
The reclassification of certain health expenditures from the private to the public
sector iated with the introduction of Medicare affects recorded growth in private

corisumption expenditure in both 198384 and 1984-85. Abstracting from this influence
private final consumption expenditure is forecast to increase in 1984-85 by much the
same as the increase in 1983-84 (about 2¢ per cent). However, as recorded in the
national accounts, consumption growth will be somewhat lower (around 24 per cent).
Afier increasing strongly in 1983-84 (by 4 per cent) the growth in real household
disposable income is expected to slow markedly in 1984-85, Consumer confidence as
well as real wage and salary incomes are likely to be boosted' by employment growth
and decelerating inflation which, in conjunction with the effects of the large rise in real
disposable incomes in 1983-84 (which would usually be expected to- influence
consumption with a lag on average of around one year), should provide a significant
stimulus to consumption this year. This would. be consistent with the saving ratio
declining.for the year as.a whole to around the average for 1982-83. with the decline
over the course of the year being more marked,

The recovery in the dwelling sector is expected to broaden as the year progresses to
include multi-unit dwellings a5 well as house construction. As in previous housing
cycles, the rapid increase in activity is assumed to spark some speculative element to the
demand for housing, particularly for multi-unit dwellings, which would. boost the
overall level of commencements. But even with little further growth in
commencements, private dwelling is. set to i strongly. While. the
outlook is somewhat uncertain, growth of around 15 per cent is forecast for private
dwelling investmentin 198485,

A significant feature of the forecasts is the projected tur d in busi
investment in 1984-85, albeit from a very low base. Private business fixed investment,
increased in the. second half of 1983-84 and, with profit growth strong, inflation
declining and d d growing solidly, is forecast to continue to grow. The increase is
projected to be around: $ per cent in 1984-85 which assumes that, as in previous
recoveries, businesses will revise upwards somewhat their investment: expectations.as
the recovery proceeds (aprocess already evident in recent statistics from the quarterly.
surveys). Investment in building and truction is expected to be little changed from
1983-84 while investment in plant and equiy is expected to 1 over the
course of the year.
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The forecast for. business investment is hcavnly dependent upon the assumption of
continued wage and other industrial mod: for the period
beyond 1984-85, and of no outbreak of non-wage tabour costs. There will clearly be
certain areas where specific ad fluences will p mean a continuing decline
in investment. However, the outlook for manufactunng investment outside basic metal

d pp to have imp d'and exp ions data point to quite strong real
growth inthatarea.

Public' final demand, abstracting from the impact of Medicare, is forecast to
increase strongly in 1984-85, at around 5 per cent (4 per cent in 1983-84).
Commonwealth current expenditures. on. a national accounts (deliveries) basis are
projected to increase strongly (around 11 per cent) in 1984-85, largely reflecting the
timing of deliveries of defence equipment—notably a naval frigate and a number of
F/A-18s. Reflecting very strong increases in on-budget capital works and the
importation of a number of aircraft by Qantas, Commonwealth capital expenditures
could increase by around 18 per cent after a moderate decline in 1983-84 (around 2 per
cent).

PTS

State and local government expenditure on goods and services is projected to
increase more moderately than in recent years. It was agreed. at the Loan Council
meeting in June, in the of a global approach to Cc Ith and State
authority borrowings and of the slowdown in spending on some major. projects by the
States, that total authority borrowings by the States.in, 1984-85 will be about the same:
in money terms as in 1983-84. Reflecting that, State and local government capital
expenditures are forecast to remain broadly unchanged from the historically high levels
recorded in 1983-84. The rate of growth in underlying consumption expenditures is
expected to be much the same as the average growth of recent years (3 per cent),

The turnaround in non-farm stocks made a major. contribution' (just over' 1
percentage point) to product growth in 1983-84. As busi enters the §
phase of the cycle it is forecast that the contributionin 1984-85 as a whole could be evcn
larger. Growth through the year is also expected to be boosted although to.a lesser
extent than during 1983-84. While this would. mean an increase in the stocks-to-sales
ratio, it would remain significantly below previous norms, consistent with the view that
recent periods of low profits and high interest. rates have resulted in a permanent
change to stock-management behaviour,

In 1984-85 farm product is projected to decline by around 10 per cent. This:mainly
reflects lower grain production as a result of the-assumed less favourable (i.e. more:
normal) seasonal conditions, Farm and miscellaneous stocks are expected to decline in
1984-85 in order to satisfy domestic and overseas demand..

The forecasts point to growth in non-farm product in 1984-85 (in year average
terms) of around. § per cent. After allowance for the decline in farm product, GDP
growth in 1984-85 would be around. 4 per cent. The large size. of the statistical
discrepancy at the close of 1983-84 makes judgments about growth over the course'of.
1984-85 difficult, but non-farm product. growth of 5 per cent for 1984-85 as a whole
would appear to be consistent with an ongoing rate of growth of around 44 per cent.
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Balance of Payments

Exports of goods and services are forecast to grow strongly, perhaps by a.little
more than 10 per cent in 1984-85. Rural exports are expected to increase particularly
strongly with the help of the large stock carryover from the record 1983-84 cereal
harvest, a pick-up in the demand for wool and the prospect of a record sugar crop.
Non-rural exports are again projected to increase at a rate well above the expected
growth in world trade, This reflects the coming on stream of additional capacity in
aluminium-related industrics, increased petroleum exports and the commencement of
LPG and condensate exports from the Cooper Basin, However, by comparison with
1983-84, manufactured exports might be more subdued and growth in coal and iron ore
exports could moderate as market diversification becomes more difficult.

Imports of goods and services ate forecast to increase sharply (by around 9 per
cent) in 1984-85 reflecting an acceleration in final domestic demand to around 4 per
cent (from 1.7 per cent in 1983-84), the rebuilding of non-farm stocks, changes to the
composition of demand and the lagged effects of the earlier loss of international
competitiveness, Growth is expected to be further boosted by the delivery of defence
cquipment and by airline re-equipment programs,

As always, the likely bal on the current account.is sur ded by considerable
uncertainty. The trade balance could return to a small deficit (reflecting a possible
worsening in the terms of trade) after recording a marginal surplusin 1983-84. The net
invisibles deficit is expected to continue to widen. As a result, the implied deficit on the
current account could increase to around 4 per cent of GDP in 1984-85 (compared
with 3.6 per cent in 1983-84).

Private capital inflow could ‘be substantially below levels recorded in 1983-84
despite a rising current account deficit, This reflects the operation of the new foreign
exchange arrangements over the whole of the year, and the larger proportion of the
current account deficit being financed in- 1984-85 by official borrowing abroad, both at
Commonwealth and State levels, and by reductions in foreign exchange reserves.

The Labour Market

In the face of an ongoing rate of growth in gross non-farm product of around 44 per
cent non-farm employment is forecast to increase by around 2% per cent over the course
of 1984.85 (or by 34 per cent in year-average terms). Allowing for some modest
‘encouraged worker’ effect on the participation rate, a variable which has been subject
to considerable volatility of late, growth in the labour yorce over the course of 1984-85
would be a little less than that in. employment. If so, the measured level of
unemployment would decline slightly over the year (implying, in year-average terms, a
decline of around one percentage point.in the unemployment rate). As always, there is
alarge margin of uncertainty attaching to these labour market estimates,

Incomes and Prices.

On' the assumption of continued strict adt to the arrang now
consmuhng the centralised systcm of wage fixation—with minimal sectional claims but
some. for activity d in' hours worked and some delayed

impact from the April 1984 National Wage Case decision—the increase in average
weekly earnings over the course of 1984-85 could: slow' to around 5% per cent'

69



(compared with more than 12 per cent during 1983-84). In year-average terms this
would be consistent with an increase in survey-based average weekly carnings of around
8 per cent. Largely reflecting differences in the historical estimates, average weekly

eammgs on a national basis—the pt used in preparing budget (PAYE:

tax) esti ~-could i by around 7 per cent in 1984-85 following a rise
of 5.2 per cent in 1983-84,

With. firm monetary. policy and the assumed abscnce of significant sectional wage:

pressures, the underlymg rateof inflation is expected to fall further in 1984-85. The CPI
is expected to increase by around 5¢ per cent between the June quarter 1984 and the
June quarter 1985, This comparison is not affected by the introducticn of Medicare.
The increase in the non-farm product’ deﬁaror would be around 64 per cent in year
average terms in 1984-85 (7.3 per cent in. 1983-84) and around 6 per cent through the
course of the year,

The combination in 1984-85 of strong growth in activity, a solid rise in productivity,
decelerating inflation and wages indexed to past CPI movements implies further strong
growth in. the gross operating surplus of companies—though less. strong than the:
rebound in 1983-84.from the'deep trough of the year beforé. Such an outcome would
lift the profit share in 1984-85 to around 16 per cent, almost a percentage point higher
than in 1983-84 and just below the average for the early 1970s. Mirroring: this
movement, real unit labour costs would fall further,

Financisl Markets

As noted previously, monetary policy has been set with a view to providing growth
in the monctary aggregates sufficient to finance continuing strong growth in economic
activity, while at the same time maintaining some downward pressure on the rate of
inflation. Abstracting from the effects of re-intermediation following the further
deregulation' of maturity controls' on deposits (effective from 1 August 1984),
continuation of the above aim would appear. broadly consistent with growth in M3 in
the range of 8 to 10 per cent. The lower deficit, the new foreign exchange arrangements
and the fi ing of the C wealth’s own foreign exchange requirements in
1984-85 from official borrowing overseas and a modest run-down in official foreign:
exchange reserves should enable those broad objectives to be met with substantially
lower gross bond sales to the non-official sector than in 1983-84,

The public sector borrowing requirement is set to fall in 1984-85 as a proportion of
GDP reflecting the lower Commonwealth budget deficit and the adoption by the Loan
Council in. 1984 of a system of ‘global’ limits on Commonwealth and State authority
borrowings. The increase it corporate investment spending in 1984-85is expected to be
financed from internal sources—reflecting the recent and projected improvement in
corporate cash flow. On present indications there is unlikely to be much change in
corporate sector borrowing this year, With the fall in the saving ratio, lending by the
houschold. sector would decline markedly in 1984-85. The current account deficit is
expected to rise, implying higher borrowing from the external sector. The consequences
for interest rates and the exchange rate of the int hing of these 1fi
needs is difficult to gauge but the reduction in the bormeg demands of govemment
should provide some scope to reduce capital market pressures..
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Uncertainties

As ioned earlier, the ptions on which the foregoing forecasts are based
are plausible ones but a good deal of uncertainty nevertheless attaches to a number of
them, In assessing the full range of probabilities those uncertainties must be addressed.

Doubts regarding the wage and price data for 1983-84 have already been
mentioned. Looking ahead, there are considerable doubts about the strength and
durability of the world recovery and concern that, within Australia, another year of
strong growth in activity and profits might place considerable pressure on both the
wage-restraint and other aspects of the Accord.

Thc us cconomy grew very rapidly (74 per cent) over the past year, While the
isp ding in Japan and parts of Europe, the future performance of
the US economy is sull of crucial importance for the world economic outlook. Growth
in the US has had much momentum behind it but as 1984 proceeds and. we move into
1985, that momentum may come under increasing threat from rising interest rates and
distortions to exchange rates. The precise impact of any sharp slowing in US growth in
1985 on developments elsewhere in the world is-uncertain but it could well be adverse,
particularly in the short run, Such a slowing could be expected finally to trigger a
downward adjustment to US interest rates and, in association with that, a large
depreciation of. the US dollar. This would give other countries more: room to
in their ic policies, but it could also lead to some dislocation, In
particular, if the adjustment were too precipitate, the rest of the world could not but be
affected by the loss of the demand stimulus now being provided by a swiftly-growing
US cconomy: A country like Australia, whose terms of trade are highly sensitive to
commodity prices, would be particularly vulnerable to any major falling off in the level
of world ic activity and d slowing in world trade.

On the basis of the forecasts set out earlier, growth in domestic demand and output
in 1984-85 is likely to be rapid, involving strong rises both in profits and employment. A
pre-condition for such an outcome is that the Accord is adhered to and that further
moderation in wage and salary claims and a.continued fall in inflation are achieved.
Past Australian experience has been that it is difficult to restrict increases in wages and
other employment benefits to those granted by the arbitral authorities in an economy
where excess capacity is diminishing and profits are high and rising. The economic
essence of the Accord is to make a break with that history so that benefits from
continued moderation in. labour costs accrue to the community generally and, most
notably, those large numbers of Australians still unemployed.

The. prime requi t today is an expansion of the productive capacity of the
economy, especially. in those areas in which Australian resources are most productive.
There are risks attached to the outlook for 1984-85; but there is.also the potential for
achieving further progress towards what has cluded Australian Governments for more
than a decade~—sustainable economic growth,
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mentAuthoritiesnec . . . . . . v v 0 w0 e 0. . 256

B. PublicDebtInterest . . . . . . . PRI co. 267
C,. AllowmcoforProtpectweWagenndSnlarylncrcuscs(Non-Defence) . 269

APPENDIX, Compnmon of Budget Estimates and Forward Estimates of 1984-85
Outlays . . . . . 2n
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STATEMENT NO. 3—ESTIMATES OF OUTLAYS, 1984-85

This St tp detailed esti of Budget outlays in 1984-85, classified
according to their primary p or function, C ble figures are also shown for
1982-83 and 1983-84; data for the period since 1974-75 are presented in Statement
No. 6.

SUMMARY

The following table shows, in summary form, total outlays classified by major func-
tional and sub-functional headings:

1984-85
1982-83  1983-84 -
Actual Actual  Estimate Change
$m $m Sm sm %
I Defence ., . . ., ., . . .. 4782.5 53827 58202 4+ 4375 + 8.1
2. Edweation . . ., . . .. . . INST 40853 45437 4 4584 +11.2
3 Helth . . . ... ... PR 34254 44115 61836  +17721 +40.2
4. Social Securityund Welfare: . . . , (41124 16 438.1 180470  +16089 + 9.8
S Housing. . . . . .. ... . 7396 10340 12889+ 2179 +21.8
6. Usban and Regiona! Development nec nnd
theEnvironment . . . . . . . 984 108.4 92,5 ~ 159 ~14.7
7. Culturernd Recreation . . . . , . 216 6120 7348+ 1228 +20.1
8 EconomlcSemces—
A. Teansportand Communication . , 1 7669 1731.2 18592 + 1280 + 74
B, Water Supply, Efectricity and Gas 1027 96.6 928 -~ 38 - 39
C. lndumyAsslslunoenndDevelopmenl £108.7 10146 10527 4+ 381 + 38
Labour end Employment . . . 684.7 | 1449 12218 4+ 710 + 6.7
l: Other Economic Services . . . . 98.5 197.6 1232+ 156 +14.5
Total Economic Services . . 3761.5 40948 43499+ 2550 + 62
9. General Public Services—
A, LegislativeServices ., . . . . . 1984 200.2 3069 4+ 1067 +53.3
B. Law,Orderund PublicSufety . . . 3204 3760 4323 4+ 563 +150
C. Foreign Affuirsand Overseas Aid . 1044.6 11602 12616+ 1013 + 8.7
o, GenemlundSclemsﬁcRmnrchnec 4366 4533 4548 + |5 + 03
E. Administrative Scrvices e . 1408.8 1630.5 19788 4+ 482 +21:4
Total General Public Services . 34088 38203 14344+ 6140 +16.1
10. Not Aliccuted lo Function -~
A.  Paymeats to or. for the Stales, the NT
nnd Local Government Authorities
.......... 10991.4 122531 128292+ 5761 + 4.7
B, Pubhc Debtlnterest . . ., . . 33707 43298 56009  +12711 +29.4
€. Allowance. for Prospective Wage und
Sulary Increases (non-Defence) . - - 6.0 -+ 600 na,

Total Not Allocated to Function 143694 16 5829  18490.1 +1907.2 +11.5
TOTALOUTLAYS ., . ., . . 489349 565701 639480  +73779 +13.0
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1. DEFENCE

The budget pxovilion for defence is $5820.2m in 1984-85, an increase of 8.1% on the
outlays of $5382.7Tm'in 1983.84, This maintains the steady growth that the Government
is y to ide a self-reliant defence posture, including the
achievement of a level of capital investment consistent with. its. long-term defence
prioritics.

In order to meet earlier than anticipated billings for long lead-time items of
equipment and. stores from the United States under Foreign Military Sales (FMS)
arrangements, pay ing to $80m previously pl d for 1984-85 ($50m)
and 1985-86 ($30m) were advanced to 1983-84. When' account is taken of these
rescheduled FMS payments which will not affect the delivery date of the equipment
and comparing both 1983-84 outlays and: 1984-85 estimates on the same April 1984
price and exchange rate basis, this year’s budget allocation provides an underlying reat
growth rate in defence outlays of about 3.3%.

The budget estimates are generally in April 1984 prices but have been adjusted to
reflect exchange rates applymg at.the end of June 1984. Provision has also been made
for prospective cost' included in certain. major. equip contracts,
for some other pon-Apnl price inc and for conti ) costs, Subject to
specific Government determined budgetary gutdelmes, Defence may seek provision in
Additional Estimates for certain irice increases which occur later in the.year.

It should be noted that Table 4 to Statement 6 shows real.growth of only' 1.5% for
the. Defence fundtion in 1984-85 over 1983-84 expenditure. levels, largely because. no
account has been taken of the rescheduling of FMS pay Further, the calculation
in Table 4 compares the 1984-85 budget provision (predominantly April 1984 prices)
with average outturn (average 1983-84 prices) thus assuming mc further
supplementation for 1984-85 price increases. It also employs the implicit price deflator
for non-farm' Gross Domestic Product rather than defence specific rates used to
determine defence real growth.

The real increase in defence outlays will be directed principally towards meeting
obligations for equipment and facilities-entered into in previous years, particularly in.
relation to the new tactical fighter project. Operating expenditures are slightly higher in
real terms than last year and this will allow Defence Force training' activities. and
readiness stocks to.grow accordingly. Outstanding obligations for the Department of
Defence to be met in: 1985-86 and later years are estimated at $5775.3m compared to
$4769.0m carried into 1984-85, The increase.is substantially due to additional orders.
being placed in 1984-85 in respect of already approved capital equip and facilities,

gether with provision for new approved in the context of this Budget.

Pio)
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1982-83 1983-84 1984-85
Actual Actual  Estimate Change
Sm Sm Sm Sm %
Defence Mnnpow:rCosls fnec—~
Civilian . . . P 365.0 38L7 395.2 + 135 + 35
Forces—
Naval . . . . . . 380.6 944 3987 + 42 + Ll
Military . . 7528 7526 800.4 + 478 + 63
Air . - 4917 5195 551.3 + 318 + 61
Defence Forces Retirement and Death
Benefits . . . . . w0, . 279.1 3234 349.7 + 264 + 82
Total C e e e e e 22748 23716 24953 +123.7 + 52
Defence Equipment and Stores—
Naval Construction . . 2222 302.1 2440 = 581~ 192
Aircraft and Associated Imhnl Equlpment . 2708 589.2 7483 +1590 © + 270
Armoured and Combat Vehicles, Astillery . 19.7 1.6 14 = 0t - 12
Other 'Capital’ Equipment and Stores . 2869 261.1 3.2 + 502 + 192
Acquisition of Boeing 707 Aircraft . 0.1 e 0.l + 0l +169.8
Supporting Equipment and Stores . .. 5106 5302 543.0 + 128 4+ 24
Repairsand Maintenance . . . , . . 182.7 188.0 2116 + 237 + 126
Total: P 1493.0 18822 2069.6 +187.4 + 100
Defence Facilities—
Advances (o the States for Service Housing . 83 53 60 + 07 + 125
Other Buildings, Works, Furniture and
Fittings . PPN 1331 154.4 1779 + 238 + 154
AcquxsmonofsucsandBulldmg N 179 180 N4 + 134 + 745
Repairsand Maintenance . . . . . 818 834 102.7 + 193 + 231
Total P 241 260.8 a9 + 511 + 219
Defence Industrial Capacity—
Wage and Salary, Administrative and Oper-
ational Expenditures . . . . . . 453 55.3 60.8 + 5.5 + 9.9
BuildingsandWorks .. . . . . . . . 379 59,7 470 -127 =213
Machincryand Plant . . . 41.2 579 51,3 - 66 —~11.4
Maintenance of Production C.lpnlnllly . 196.0 2020 2034 + 1.5 4 07
Government Fnctory Opcruuens I 4,9Cr 1.7¢Cr 9.0 +10.8 n.a,
Other . . . . e e e e e 183 214 19.2. - 22 —104
Repayments . .« . .« . . 4 . 4 . 30.1Cr 36.0Cr 3d4Cr  + 16 + 45
Total e e e e 3038 3587 356.4 - 22 - 06
Defence Science and Technology Eslnbllsh-
ments(net) . . . . . . .. 138.8 1472 1517 +10.5 + 7l
Defence Co-operation—
PapuaNewGuinea . . . « « . .+ 173 164 178 + 14 + 84
Indonesia . 10.2 8.9 98 + 09 + 9.7
Malaysis: . . 49 57 55 =03 - 46
Singapore . . . 16 16 1.5 =01 ~ 84
Other .« « « v v v ¢ ¢ s e 103 129 136 + 07 + 55
Total. e e e e 442 456 48.2 + 26 + 56
Storage and Transport Services . . . . 3L9 321 343 4+ 22 + 68
General Administration Expenditure . . 38727 416.5: 4407 +24.2 + 5.8
Natural Disasters, Civil Defenceand Other 73 8.0 9.5 + 14 +17.7
Recoveriesund Repayments . . . . . . 1400Cr 139.9Cr 169.4Cr  —29.5 —21.1
Provision for Contingent Manpower Costs - - 0 +60,0 na.
TOTAL DEFENCE . . , . . 4782.5 5382.7 5820.2 +431.5 + 8.0
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DEFENCE MANPOWER COSTS NEC

Expenditure under this category is the largest item in defence outlays and provides
for the bulk of service and civilian manpower costs of the Department of Defence.

Manpower costs are estimated to increase from $2371.6m in 1983-84 t0 $2495.3min
1984-85 reflecting the effect of increases of $13.5m in civilian manpower costs and
$83.8m in service manpower costs owing to the full-year effects of National Wage Case
decisions made in 1983-84, and an increase of $26.4m in Defence Force retirement and
death benefit costs. In addition, an amount of $60m to meet contingent manpower ¢osts
isincluded in outlays but not appropriated.

Both service and civilian manpower numbers for 1984-85 will be lower than in
1983-84. As a result of continuing effects related to the withdrawal from service of
HMAS Melbourne and cessation of Navy fixed-wing aircraft operations, the approved
Navy strength at 30-June 1985 is expected to be.16 246 (a fall of 450) while Air Force
strength is planned to increase by 120 to 22 797 on account of transfers of some func-
tions from Navy, Approved strength at 30 June 1985 for Army is to be held at 32 677.

No change is expected in' 1984-85 in active Army and Air Force Reserve approved
strengths of 30 000 and 1400 respectively, while the strength of Naval Reserves is to in-
crease by 42 to 1296.. The Army’s Emergency Reserves will be maintained at 306. The
Government has accepted the recommendations of the Committee of Reference for
Defence Force Pay that a Reserve allowance be paid to Reservists subject to com-
pletion of the minimal annual training obligation.

As well as directly serving the Defence Force by providing technical, administrative
and other support, civilian manpower' carries out financial, computer, personnel
administration, supply, quality control, buildings and works management and policy
functions in Defence central and regional offices. Civilian manpower provisions. are
consistent with the average operating staffing level for 1984-85 of 24.931, a reduction of
150 compared to the 1983-84 level.

Details of defence manpower strengths are:

Actual Estimated

Average Average

StafTLevel  Staff Level
1983-84 1984-85 Change

Permanent Forces f e e 71 901 71363 ~538
Reserves , . PR 5031 5010 =2l
Chvilians . . . . v v v v o v e 25081 24931 =150
Toltl « v v v e e e e e e e s 102013 101 304 —=709

NOTE: Figuresare expressed in staff-ycars.

The costs of some elements of manpower shown in the above table are recorded
under the categories ‘Defence S and Technology Establist ’, ‘Natural Disas-
ters, Civil Defence and Other’ and ‘Defence Co-operation’,

The main. factors leading to the increase of $26.4m in the provision for Defence
Force retirement and death benefits are:

» annual up-date of pension rates in July 1984 to reflect the.increase in the Con-
sumer Price Index of 5.9% over the year to March 1984; and

® aprojected pensioner population of 1628,
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DEFENCE EQUIPMENT AND STORES

Outlays on defence equipment and stores are directed towards acquisition of equip-
ment (ships, aircraft, armour, artillery etc) and provision of training and infrastructure
support based on the need to develop a force structure possessing the capabilities for
current defence and as a basis for future expansion if required,

Expenditure on capital equipment in 1984-85 is estimated at $1314.9m, or $151.0m
more than in 1983.84, Outstanding obligations on capital items to be carried over to
1985-86 and later years are estimated to be $4362.9m compared:with $3572.6m carried
into 1984-85.

The level of expenditure in 1984-85 on contractual obligations on the more Sig-
nificant capital items are;

Sm
® Newtacticalfighter . . . . . . ., , . ..., ., .., .. 758
* Australian and'US built FFG guided missile frigates . . . . . . 164
® P3COrionaireraft . . . . . . . . . .. ... ... 160-
® DDGand DEdestroyerupdates . . . s e e e e e e 98
® Amytrucks . . . ., . L., L, PR 48
® Guidedweapons . . . . , . . . . . .., ., ., . ... 38
® Underway replenishment ship e Coe 33
® Basictraineraireraft . . . . . . ., . . . . .. . ... 26
® Defence secure communicationssystem . . . , , e 19

¢ Mine-hunting vessels e e e e e e e e e e .‘ 17

The level of provision made for payments. during 1984-85-on equipment may be
subject to adjustments during the year, resulting from variations in progress on individ-
ual projects and requirements for payment to. the United.States Government under
Foreign Military Sales arrangements. Overall, funds provided are below the total obli-
gation level of contractual pay heduled in anticipation of net slippage that
usually occursacross the capital equipment procurement program,

Production of equipment currently being undertaken in Australia includes. the
Army trucks, the underway replenishment ship and the defence secure communications
system, while local projects in the develor al stage include the Australian built frig-
ates, mine-hunting vessels and the basic trainer aircraft, These projects will lead to
increased local production in the future,

A provision of $754.6m is also made for supporting equipment and stores such as re-
pl plant and' equiy fuel, ammunition, rations and clothing required for
the efficient performance of the Defence Force, and. for repairs-and mairitenance of'
ships, aircraft, vehicles, weapons and other equipment. The addition of $36:4m overthe
$718.2m provided for these activities in 1983-84 allows for some increase in activity in-
cluding additional steaming and flying time as well as provision for higher pricesand the
additional cost of maintenance of the more technically complex equipment entering the
Services’ inventories.

DEFENCE FACILITIES

0.utlays for the provision and maintenance: of facilities which-include living and
working dation for the Defence Force and the Department, of Defence are
expected to increase from $260.8m in 198384 to $317.9m in 1984-85.
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Major works currently under construction and (expected. 1984-85 expenditure) in-
clude the Australian Defence Force Academy, Australian Capital Territory ($40.0m),
Armoured Centre Puckapunyal, Victoria ($8.0m), Woodside. Army Camp, South
Australia ($8.5m), RAAF Base Williamtown, New South Wales ($30.1m) and Derby
Airficld, Western Australia (§9.5m).

New facilities at RAAF Base Tindal, Northesn Territory for the new tactical fighter
constitute. the major new project for commencement in 1984-85, The total cost of this
project is estimated. to be: $169,0m, with $3.0m being planned for expenditure in
1984-85,

The provision for improvement of housing for service personnel and their families is
an important element of the facilitics program. In 1984-85, $6.0m is being provided
under the Commonwealth State Housing Agreement for the construction and improve-
ment of service housing while a further $41.5m is included under the headings *Other
Buildings, Works, Furniture and Fittings’ and ‘Acquisition of Sites and Buildings’, com-
prising $26.5m in respect of. existing projects and $15.0m to improve existing houses
and to commit to construction or acquisition about 350 new: or replacement houses,
This housing program is estimated to cost $78.6m over about 3 years,

In 1983-84, 250 houses no longer: required. for. defence: purposes, which were con-
structed over many years for the Defence Force under various Commonwealth State
Housing Agreements,. were returned to the States. for allocation to applicants on their
waiting lists for public housing.

‘Expenditure on repairs and maintenance in 1984.85 on. defence facilities is
estimated at $102.7m, a substantial.increase of $19.3m over 1983.84. The additional
provision reflects increased costs and the need to provide sufficient funds to maintain
the value of defence facilities.

DEFENCE INDUSTRIAL CAPACITY

Expenditure under this part of the Defence function is the responsibility of the De-
partment.of Defence Support. Within overall defence policies, the role of that depart.
ment is to support the nation's defence effort through the attainment of an appropriate
defence industrial infrastructure, deft p ing and p the g
ment of the Government’s factories and dockyards and assistance to defence industry.

The recently announced defence policy for Australian industry requires that the:
Departinent of Defence Support, with guidance from the Department of Defence as to
priorities and acceptable cost premiums, should develop programs for the retention and
development of: local industries and capabilitics. necessary for the. support of the De-
fence Force.

Outlays on defi industrial capacity are estimated at $356,4m in 1984-85 which
provides for about the same level of activity as in 1983-84 when.outlays were $358.7m
after taking account of certain changes in fi ial ar flected in the

1984-85 estimates. As from 1 July 1984 Williamstown Dockyard operates through a
Trust Account and all-costs of production are met through charges to customers (nota-
bly.the Navy) rather than in part from budget appropriations of the Department of De-.
fénce Support. Offsetting this has been the transfer of responsibility to the Department
-of:Défence Support for funding of the Australian Industry Assistance program, Other
changes in expenditure requirements include the tapering off in 1984-85 of investment
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in plant and facilities infrastructure iated with the facture and bly of
the new tactical fighter aircraft and the completion of production of Nomad aircraft.

The outlays provision for defence industrial capacity includes $71.0m for p
flctivities, $104.3m for dockyards, $114.9m for munitions, ordnance, and defence cloth-
ing production, and $19.2m for Australian Industry Assistance programs for de-
velopment of industry capabilities to provide an appropriate industrial base to support
the Defence Force.

Major buildings and works under construction in 1984-85 include the modernis-
ation of Garden Island Dockyard (§21.5m), modernisation of Williamstown Dockyard
to enable construction of the frigates ($2,5m), structural bonding and chemical milling
facilities, and other works at the Government Aircraft Factories ($5.8m) to provide fa-
cilities for production, assembly and test of the new tactical fighter aircraft.

Major machinery and plant items include. $11.7m for the new tactical fighter proj-
ect, $5.6m for ding small arms ition production at the Ammunition Fac-
tory; Footscray, Victoria; $1.5m for an occupational safety and: health improvement
program at the. Munitions Filling Factory, New South Wales; $1.3m fora new nitro-
glycerine and paste propellant plant at the Mulwala Explosives' Factory, New South
Wales; and $1.6m for upgrading of comp for support of manufacturing
establishments in the Melbourne region.

‘Mai of Production Capability” includes the excess' of production. costs
over receipts from customer orders for both public and certain-private sector establish-
ments in the munitions and acrospace functions. Pricing arrangements for Australian
defence. work and peacetime activitics are such that full recovery of costs is not
achieved on such orders. Outlays in 1984-85 include $27.6m for aerospace private and
public sector establishments and $70.2m for the public sector munitions group of estab-
lishments, Other major items of expenditure include the purchase or facture of
items of defence materiel for reserve stock. holdings ($4.8m), development of pro-
duction techniques in respect of existing and proposed new projects in defence indus-
tries ($6.7m), and. subsidisation of the Nomad aircraft production program which
ceases in 1984-85 (85.4m).

The ‘Government Factory Operations’ estimate includes provision of working capi-
tal of $12.0m for Williamstown Dockyard, $3.5m for munitions production and $0.4m
for .the Government Aircraft Factories, offset by the repayment of surplus. working
capital by the Government Aircraft Factory (35.5m) and by the Australian Govern-
ment Clothing Factory ($0.8m).

The major items in. the ‘Recoveries and Repayments’ estimates for 1984-85 are
Nomad aircraft sales ($1.4m), sales of surplus. reserve stock holdings of defence
materiel (§2.0m), insurance, interest and depreciation charges associated with Trust
Account operations at Williamstown Dockyard ($11.2m), and recoveries from work
performed by Garden Island Dockyard ($18.3m),

DEFENCE SCIENCE AND TECHNOLOGY ESTABLISHMENTS (NET)

Tl.le Defer!ce Science and Technology Organisation (DSTO) provides scientific and
technical advice on matters relating to defence policy, supports the Services in the
selection of defence materiel, assists in maintaining and developing the capability of the
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Defence Force, develops selected prototype military equipment, assists in the transfer
of technology to defence-related industries and develops its technology base to meet
future needs. A progtam of technical. co-operation is maintained with the United
States, United Kingdom, Canada and New Zealand.

In 1984-85, expenditure on DSTO is to increase by $10.5m to $157.7m to cover
salaries and other administrative and operational expenses, hinery, plant, stores,
and works services of the establishments and laboratories of the organisation. Expendi-
ture on new and repl scientific and technical equipment and stores is estimated
at $22.9m, an increase of $6.2m over 1983-84. Research and development work is con-
tinuing on such projects as the Jindalee over-the-horizon radar, clectronic warfare tech-
niques including development of a' decoy def against anti-ship missiles (Project
Winnin) and underwater detection aids.

DEFENCE CO-OPERATION

Australia maintains a variety of bilateral contacts with countries in South-East Asia
and the South-West Pacific. Relations with these countries have been developed as a
practical expression of Australia’s interest in regional security and to promote contacts
with gover and the def forces of countries with which Australia shares stra-
tegic interests.

Total'expenditure on the Defence Co-operation Program (DCP) is estimated to in-
crease from $45.6m in 1983-84 to $48,2m in 1984-85. It provides for the continuation of
present policies and programs with regional countries including initial expenditure on
the. Pacific patrol boat project to assist South-West Pacific Island States to develop a
national'surveillance and enforcement capability,

Papua New Guinea (PNG) continues to teceive the highest priority in.the DCP
with expenditure on assistance estimated at $17.8m in 1984-85. Assistance is provided
in the form of loan personnel to the PNG Defence Force (PNGDF) and advisory as-
sistance for national development tasks, equipment, and training and study visits to
Australia by PNGDF personnel.

Indonesia is a major participant in the DCP involving a budget provision for assist-
ance of $9.8m in 1984-85, This will cover expenditure on joint projects in survey and
mapping, communications and-electronics, and maritime surveillance as well as advis-
ory assistance and training.

In addition to maintaining an air presence at Butterworth, Malaysia, Australia has
developed bilateral programs, with Malaysia' ($5.5m) and Singapore (31 .5m) which
place emphasis on advisory assistance, training and study visits to Australia and on joint
projects.

Continuing assistance totalling $13.3m is also provided to countries in the South-
West Pacific, the Phillipines and Thailand for a range of bilateral activities and $0.4m
for training facilities and equig for udents in Australia, It is expected
that 1240 personnel from overseas forces will visit Australia for courses and study visits
in 1984-85 compared with 1137 in 1983-84.
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STORAGE AND TRANSPORT SERVICES:

This:item provides for shipping services provided on behalf of the Department of
Defence by the Department of Administrative Services and for removals and storage of
furnituse for service and civilian personiel (and their families) on posting or transfer.

The estimated increase in expenditure of $2.2m to $34.3m mainly reflects cost
increases.

GENERAL ADMINISTRATION EXPENDITURE

General administrative expenditure includes rent, movement expenses, office requi-
sites, postage and tclephones, fue), light, power and water, freight, compensation pay:
ments, mlmng at other than defence establishments, medical and dental services, ‘and'
computer services. The proposed increase of $24.2m or 5.8% to $440,7m mainly reficcts
increased costs and an increase in.the payment to the University of New South- Wales.
related to the cost of setting up the Australian Defence Force Academy.

NATURAL DISASTERS, CiVil, DEFENCE AND OTHER

The Natural Disasters Organisation co-ordinates-Commonwealth assistance-in.re-
sponse to-bush fires, flooding and storm damage in the States:and Territories and for
support of emergency service and equipment programs and training activities,

Expenditure under this heading includes.the operating costs of theNatural Disas-
ters Organisation ($3.1m), reimbursement to the State.Governments. for some salaries
paid to their civil defence personnel and subsidies-towards the cost of their oFﬁce ac-
commodation ($2:4m), and.Commonwealth assistance in the form of equipment and.
stores to State and Territory Emergency Services ($1,2m). Maintenance of war graves
(52.8m) is also coveredundér this heading,

RECOVERIES AND REPAYMENTS -

The principal items provided for under this heading are rent payments by:service
personnel for houses under the. Dcfence Group Rental Scheme (842,6m), charges for
meals ‘and. ion p at def establishments. ($28.2m),. proceeds
from disposals of obsolete defence equipment and stores ($34. 6m), and defence-related
recoveries from other governments ($26.0m).

The -increase in' revenue of $29.5m in 1984-85 includes. the. proposed. sale of
Skyhawk aircraft.to New Zealand ($15.0m), the disposal of Hercules aircraft ($8.2m)
and proposed increases under the Defence Force Group Rental Scheme ($2.0m).

PROVISION. FOR CONTINGENT MANPOWER COSTS

A bulk allowance of $60m. ($50m less than .in 1983-84) has been included in-the:
budget estimates.to-meet contingent manpower costs, This allowance is not appropri-
ated at budget time; instead additional appropriations as necessary will be sought by the
Government dunng the course of the year,
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2, EDUCATION.

Total direct outlays on education are estimated to increase by 11.2% in 1984-85 to
$4543 7m, which-is equivalent to 7.1% of 1984-85 Budget outlays. Assistance for edu-
cation 'is also giveri through income tax rebates for certain expenditures on self-
education. and the education of & taxpayer’s children or dependants and through in-
come tax deductions. for some gifts to educatnonal mstmmons The cost of revenue so
forgone is not included in the figures given here, but further details are given in the rel-
evant appendix to Statement No, 4.

Over 80% of the Commonwealth’s direct expenditure on education is in the form of
grants to the States and the Northern Territory. Further details are provided in.
Chapters IV and 'V of Budget Paper No, 7, Payments.to or for the States, the Northern
Territory and Local Governmeiit Authorities-1984-85.

1982-83  1983-84 1984-85

Actual Actual.  Estimate Change
Sm. sm. sm sm %
Tertiury,
Universilies
" Terliagy Education Commission Granls. . 1090.9 11629 2367 + 738 + 63
Cost Supplementation of Grants{a) . . - -~ 09 4+ 309 na.
Tolft . . .. . PR 10909 .17162.9 12676 +104.7 + 90
Advanced Education ~
Tertiaty Education Commission Grants . 6715 7511 787.9 + 368 + 49
Other Advanced Bducation . . v . T4 86 126 + 40 + 46
Cost Supplementation of Grants(@) . . — - 19.7 + 197 i,
Totah oo e 6849 7598 8203  + 605 4+ 80
Technical and Further Education—
Tertiary Education Commission Grants 2280 249.1 3070+ 579 + 232
Fusther Education i the ACT o 300 07 33 + 66 + 215
OlherTechnlculnndFurlherEducuuon . L03 13 119 + 105 na,
Cost Supplementation of Grants(@) . . ~ - 7.7 + 17 na.
Tol ... .. e 2583 BL2 . 3638 4827+ W4
Tertiary Education Commission . . . . . 39 4,0 50 + 1.0 +25.5
Qverseas Students Charge 19.0Cr 25.5Cr 23 - 68 ~26.6
Contribution for Smdcnu from Developlng
Countries(d). . « « « . « + 81.I1Cr 92.2Cr 958Cr — 37 — 40
TowlTértlary . . . . « « . . 19359 2090.3 23288 +238.5 +14
School§~
Schools Commission Grants— L
Government .+ « , .+ 4 4 b . . s 521y 5794 636.3 + 57,00 + 98
Vnnﬂovernmznl ........ 604.8. 6756 7009 + 253 + 37
Joint Pogram PP 438 4. 408 — L3 -3
CoslSupplemcnmlonofﬁmnu PR - - 69.8 + 698 na.
Fotal . a v ew e w . LITSE 12 14418 HISQT H1L6
Pre-schools in the d Northern Territory 3 33t kXA - -
Schoolsund I’re-nhoolt nthe AC’I‘—
Goverament . .‘ - R 1134 1267 1317 + 1o + 87
Non-Government . . . . « . ‘e 243 217 286 + 09 + 32
School Transport + « v v o o« . . 4.t 46 53 4+ 06 +13.6
Total' Schools und’ Pre-schools.in- the:
-+ ACT

Ve e e 1418 159.0- A7 + 125 + 78




1982-83  1983-84 198485

Actual Actual’  Estimate Change
sm Sm $m m %
SchoolsCommigsion . . . . . . ., . 53 78 102 + 25 +31.9
Contribution for Students from Developing
Countries() . . » .« o 0. 32¢r 2.8Cr 28Cr + .. + L5
Total Schoolsand Pre-schools . 13528 14941 16599 +165.8 +11.1
School to Work Teansition . , . . . . . 420 260 04 - 251 —98.6
Student Assistance Schemes . . . . . . 240.1 3084 3611 + 52.7 +I71
Special Groups—
Aboriginals . . . . . .. . .. 48.1 59.5 707 + 1.2 +18.8
Migrant Education . . . . . . o 388 413 462 + 49 +11.9
Velerans'Children . . . . . . . . 2,6 3.1 3.6 + 05 +15.5
fsolatedChildreen . . . . . . . ., 22 29 243 + 14 + 61
Total Special Groups . . . . . L7 1269 144.8' + 17.9 +14.1
General Administration and Other . 357 424 523 + 99 +23.5
Recoveriesniee .« » o o v 4 W . 25Cr 2.8Cr 35cr ~ 07 ~260
TOTAL EDUCATION ., . . ., 357 4085.3 45437 +458.4 +11.2
{a) Distribution of cost ! ion all is notional,

{b) Sec corresponding expenditure item in Foreign AfTairs and Overseas Aid and explanation below under ‘Contri-
bution towards the Education of Students from Developing Countries”.

TERTIARY EDUCATION

Total expenditure in 1984-85 for tertiary education is estimated at $2328,8m, com-
pared with $2090.3m in 1983.84, anincrease of 11.4%. The bulk of the estimates under

this heading relates to the progr of the Ci Ith Tertiary Education
Commission.
C ith Tertiary Education C ission (CTEC) Programs

Through these progr the C Ith provides full financial support for

higher education—Universities and Colleges of Advanced Education (CAEs)—and.
assists the State and Northern Territory. systems of Technical and Further Education
(TAFE). Commonwealth grants constitute about 26% of total expenditure.on TAFE
in the States and the Northern Territory.

The programs have a calendar rather than a financial year basis and decisions taken
in the budget on programs for future calendar years are din

prices. Details of the Government's decisions on. the programs for the 1985-87 Trien-
nium are given below,
Budget estimates comprise comp of the.rel lend:

the 1984-85 estimates include the July-December portion of 1984 grants and the
January-June portion of 1985 grants. The Government has reinstated, from January
1984, retrospective cost supplementation arrangements under which approved grants,
are supplemented retrospectively for all cost increases up to the beginning of a program
year and for further wage and salary increases during the program year, An amount of
$58.3m has been included in the 1984-85 Budget for the Commission’s programs for
estimated cost supplementation dunng the year and has been notionally distributed be-
tween the sectors.
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Pending a report by the Commission, due.in S ber 1984, ding the
distribution of 1985 grants, the 1984-85 estimates include assumptions about the distri-
bution of higher education funds between universities and CAEs. In summary the esti-
mates indicate the following increases in funding from 1983-84 10 1984-85;

— higher education—$161.2m (8.4%); and

— TAFE—$65.6m (26,3%) reflecting the full-year effect of the Participation and

Equity Program and the weighting of capital payments for calendar 1984
towards the second half of that year.

As indicated above, the Government's decisions on the C ission’s calendar year

are din prices. Details of the 1985 program, as announced
by the Minister for Education and Youth Affairs on 5 July 1984, are shown below in.
estimated December 1983 prices. The 1984 program is shown for. comparison purposes
at the same price levels. Because payments are not spread evenly throughout the year,
the Commission's calendar-year programs cannot be related readily to the financial-
year estimates,

1984(a) 1985(a) Real Increase
sm sm: $m %
Universities and CAEs~
Recurrent o o 4 o v s ms s s e s s s 18022 18430 408 23
Equipment . . . . . . . . . o 0 e 81.5 84.0 2.5 3.1
Capital' v v v o e e e e ' 533 64.8 110 204
Total v o o s e e e 19325 19918 543 28
TAFE—
Recurrent—
=General L. L 0 e e e e 80,1 820 19 2.4
« Designated Purposc . R 359 30 %1
Participation and Equity Prosram B 300 340 40 133
Equipment . . . . o v e e o 122 142 20 164
Capital . . . . . . . f 1329 1329 - -
Tolal . . v e e 288.1 2990 109 38
Total Teettary (8) » « « « « o« v v v 0 22260 2291.2 65.2 29

(a) Inestimated December 1983 prices
(b) Includes $0.4m in both years for evaluative studies.

The features of the Government's decisions on the programs for 1985, and for the
later years of the triennium, are outlined below (all financial amounts are expressed in
estimated December 1983 prices and all increases are in real terms).

Higher Education and TAFE

Existing arrangements for tricnnial funding will be extended for 1985-87 to cover
higher education equipment and capital, as well as recurrent programs, and, for the first
time, TAFE programs subject to commitments by the States.

Final decisions on funding for 1986 and 1987 will be taken following a further
report by the Commission which witl address:
- alternative means of i i 1 and participation in tertiary education

including the wider use of new technoloam and more intensive use of resources;
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ways of progressively improving the overall output of higher education institutions in
terms of skills related to employment opportinities, including those needed to
underpin technological progress; and:
ways. m Whlch the hxgher educatlon sector could increase its income from other
g 1 of the private sector in funding research,
The Government has announced that CTEC will undertake a review of the
Commonwealth’s role in TAFE during the triennium with particular attention to the
central role of TAFE in developing a skilled workforce, the changing character of the
sector, the demands placed on it and the need to improve further its capacity to respond
to change.

Higher Education

In 1985, an additional $32.5m over 1984 funding levels will be provided for general
recurrent grants for enrolment growth in higher education. Pending the further report
by CTEC mentioned above, increaszs over 1984 funding levels for this purpose for 1986
and 1987 have been set at $51.9m and $66,8m respectively. These amounts will fund an
additional 7300 enrolments in 1985, rising to 15000 in 1987, involving the additional
employment of some 1600 academic staff and 900 demic staff. Preliminary
projections of student load are given in the table below.

In 1985, $1m will be provided for a new program—Key Centres of Teaching.and
Research~—which will increase co-ordination and concentration. of teaching resources.
and research effort.

Other additional recurrent funds to be provided in. 1985 are $0.5m to enable the
continued development of the Graduate School of M: t at the University of
Melbourne; $0.8m to promote equity measures aimed at improving, access to higher
education by disadvantaged' groups; and $6m, rising to $13m in 1987, to assist
institutions to meet increases in the cost of superannuation.

The present recurrent subsidy for residentjal colleges will be phased out by. the end
of 1986 and replaced with a scheme which directs assistance primarily to needy young
students required to live away from home,

For equipment and capital grants in 1985 an additional $2.5m and $1im
respectively will be provided. For planning purposes, pending the Commission’s further
report, the minimum levels of funding for 1986 anid 1987 grants will be the same in real
terms as for 1985,

TAFE

Commonwealth funding for TAFE will increase by $10.9m (3.8%) in 1985,
comprising increases of $1.9m for gencral fees reimbursement grants; $3m for
designated purpose: recurrent grants; $4m for the Participation and Equity Program;
and $2m for special equipment grants. The Commission estimates that an extra 15 000
full-time places in TAFE courses will be created by 1987,
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In summary, the Government's. decisions on the Commission’s programs for the
triennium 1985-87 provide funding for. an. i d ber of tertiary places and
address the need for improvement in.equity of access to tertiary education and the
requi t to stimulate and respond to technological change and economic
development,

Student Load in Universities and Advanced Education (a)
(as at30 April of the respective year)

Changeon

Advanced previous

Universities Total year

000 ‘000 %

80 . L e e e . 1269 1224 2493 +0.2
1981 ... 0.0 1288 1235 2523 +1.2
1982 . . . . ... L. 129.3 1262 255.5 +1.3
1983 . . .. oo L 1316 131.5 263.1 +30
1984(0) « . v o v L, 34, 1370 2710 +3.0

(a) Expressed a5 “equivalent full-time students”. Figures differ from. carlier published figures because of a
udefmuon by the Commission of student load in universities and the inclusion in advanced educution figures of
students in advanced education coursesin ACT TAFE Colleges.

(b) Estimated.

(Source: Cx “Tertiary i issh

Estimates of student load by sector for the 1985-87 Triennium will be incorporated'
in the Commission’s Volume 2 Report. Preliminary projections of student load in
higher education are-as follows: 278,300 for' 1985; 282,600 for 1986; and 286,000 for
1987.

Other Tertiary Education
Advanced Education

The Australian Film and Television School was established by the Commonwealth
in 1973 to provide a wide range of training and experience for creative workers in the
film and television industry and in education. The Budget provides $6.8m for the
operational and capital expenses of the School in 1984-85, including a further $0,4m for
consultancy and site preparation costsassociated with the School’s permanent building
to be built in the'grounds of Macquarie University in Sydney (estimated total cost
$14.5m).

The National Institute of Dramatic Art (NIDA).aims to provide practical training
in the professions of live theatre, television, film and radio with courses in acting,
directing, stage management and design. In 1984-85 the Commonwealth will provide
$1.2m for the operating expenses of NIDA, $3.2m for construction costs associated'
with. the new administrative and training complex for NIDA ($0.2m in 1983-84;
estimiated total cost $4. Sm) to be built on the western campus of the University of New
South Wales, and $1m towards the cost of fitting out the complex.

Also included within this category is $0.2m for sports-oriented courses at the
Canberra College of Advanced Education, which operate in conjunction with the
Australian Institute of Sport (see also ‘Youth, Sport and Recreation® under the
function Culture and Recreation).
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Further Education in the Australian Capital Territory

The Commonwealth fully funds further education in the A lian Capital
Territory. There are five institutions in Canberra: the Canberra, Bruce and Woden
TAFE Colleges, and the specialist Schools of Music and Art.

It is estimated by the Department of Education and Youth Affaits that total
enrolments in the five further education institutions will increase as fotlows:

1983 . . . . .. . . 26673
1984 (estimated) . . . . 29 637
1985 (estimated) . . . . 31490

These enrolments relate to full-time and: part-time students in vocational and
non-vocational TAFE courses and some advanced education level courses.

The 1984-85 estimates provide $37.3m in total for the institutions of which $33.0m
is for recurrent and $4.3m for capital expenditure compared with $28.6m and $2.1m,
respectively, in 1983-84. The increase in recurrent grants is largely due to salary and
staff increases while the capital increase reflects increased expenditure in 1984-85 on

the School of Metal Fabrication building, at the Fyshwick campus of the Canberra,

TAFE College.
Other TAFE

In 1984-85 an additional $10.5m is being appropriated for TAFE building projects
under the program of infrastructure support for the steel regions.

C ith Tertiary Education C: {ssi

Administrative expenditures of the Commonwealth Tertiary Education
Commission are expected to rise by $1.0m (25.5%) in 1984-85, chiefly due to a
computer acquisition, wage and salary increases and increases in staff,

Overseas Students Charge

Australia is one of many countries which impose charges on overseas students to
help defray costs which are met in the first instance by taxpayers, Accordingly, overseas
students attending Australian universities, colleges of advanced education, and
equivalent institutions, or undertaking certain other Commonwealth funded tertiary
courses, are required to contribute to the costs of their tuition through the Overseas
Students Charge, Following the annual review of charges and pending Government
decisions on a recent review of overseas student policies (see below), the three levels of
charges will increase by 15% for 1985, This will yield an additional $5.1m in revenue in
1984-85. The new range will be from $2,500 to $3,350 p.a., depending on the course of
study, and charges will recover about one third of annual average per student recurrent
costs in higher education. The Government will continue to pay the charge for private
students from Papua New Guinea and developing countries in the South Pacific region
(about $0.8m in 1984-85) and for students sponsored by the. Australian. Development
Assistance Bureau (about $2.7m in 1984-85). These funds will be appropriated through
the Bureau and form part of Australia’s overseas aid program. Further funds are to be
appropriated through the Bureau for the first time in 1984-85 to make explicit the
previousty hidden contribution for students from developing countries reflecting the
fact that overseas student charges. paid by these students (or for them by the Bureau)
do not cover full costs—see ‘Contribution towards the Education of Students from
Developing Countries’ below.
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Following a review of the number of places which should be made available for
private overseas students in 1985 it has been decided that intakes will be 2000 for
secondary study and 1500 for tertiary study. Along with existing students continuing
their study, this will mean there will be about 4200 places for private overseas
secondary students and 12 000 places for overseas tertiary students. Excluding students
whose liability is met from Australia’s aid program, the esti d ber of students
liable for the charge in 1984-85 will be 11 500 compared with 11 200 in 1983-84,
Revenue from these students is estimated to be $28.4m in 1984-85 compared with
$23.7m in 1983-84,

As mentioned earlier, the Government is currently giving consideration to
Australia’s overseas student program following the completion of the Review of Private
Overseas Student Policy by an independent committee (the Goldring Committee).

While the report advocates, among other things, ct in the administration of the
overscas student program including control of student numbers by educational
institutions in proportion to their 1 its re dations on student charges

would require only small changes to the existing levels. In its deliberations, the
Government will also be considering the recommendations on this subject made in the
Jackson report on Australia’s overseas aid program. This latter report advocates a more
market-based cost recovery program and abolition of Government control over
numbers, and would require more ive changes to current arrang It is
expected that any changes which may be made to the existing program following
consideration of these reports will not be introduced until 1986.

Contribution towards the Education of Students from Developing Countries

As mentioned above, the Overseas Students Charge paid by or on behalf of overseas
students in Australian tertiary institutions covers only about one-third of the recurrent
cost to the Australian taxpayer of providing places for those students. The balance of
the total cost (and the whole of the cost for overseas students in schools who are not
liable for the charge) has been borne up to now through the education budget.

As some 95% of overseas students are from developing countries and as these.
countries in general derive substantial economic and other benefits from education in
Australia of their citizens, it has been decided’ to recognise more explicitly this
contribution to students from developing countries by providing it through the
Australian Development Assistance Bureau (ADAB). For 1984-85, ADAB will make
payments to the Department of Education and Youth Affairs equal to the estimated
costs of providing places in educational institutions for tertiary and secondary students
from developing countries, after deducting from the gross costs of providing places the
overseas students charges paid by or for the students concerned. The ADAB payments
in 1984-85 are estimated at $95.8m for tertiary students and $2.8m for secondary
students. The receipt of these payments by the Department of Education and Youth
Affairs will provide an offset to outlays on tertiary education and schools, and the
overall effect of the change in accounting practice will be to reduce outlays on
education by $98.6m and to'i outlays on o aid by the same amount. To
allow comparisons, corresponding adjustments have been made to figures for 1982-83
and 1983-84,
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SCHOOLS

Schools in the States and the Northern Territory

The Commonwealth, through the Commonwealth Schools Commission (CSC),
provides grants for recurrent. and capital purposes to the States and the: Northern
Territory for both government and non-government schools. In. addition,
C wealth assistance is provided to both g and non-government school
systems under joint programs such as special projects. for handicapped children and
multicultural education projects.

The following table gives details of expenditure in outturn prices in 1983-84 and
estimates of expenditure in 1984.85;

1983-84 198485
{(actual)  (cstimated) Change
Government Schools— $1000. $000 $000 %
- recurrent . . Lo, L . . Ve e 431427 500334 +68 907 +160
el o o e 147932 164 551 +16619 +i1.2
Non.Government Schools
STECUEFENl . L . . . e e e 629775 678 298 +48 523 + 7.7
eapitl (@) . . L L. e 45501 61 500 +15999 +35.2
Joint Programs . e 42120 42843 4 723 + 17
Total . . .., 1296 756 { 447 526 +150770. +11.6:

(a4} A carry-over of expenditure of $6.7m from'1983.84 (o 1984-85 distorts the increase for this program. Without
the carry-over, the increase would be 5,1%.

C ith grants. rey about 11% of spending on government. schools
(the balance being met by State and Northern Territory Governments) and about 36%
of spending on non-government schools (about 19%-is met by other governments and'
the remaining 45% from private sources),

Like the Commonwealth’s Tertiary Education pr the Schools program is
based on calendar years and'is adjusted for cost i (Refer to 'y under
the heading ‘Tertiary Education’ for further details.) The 1984-85 financial year
estimate, therefore, consists of parts of the respective calendar year programs and'
includes an allowance of $69.8m for estimated cost supplementation which has been
notionally allocated over the program.

Pending the final report by the CSC, assumptions have been made about the
distribution of funds between'sectors:and States for 1985 in order to arrive-at financial
year estimates,

Details of the 1985 calendar year programs administered by the CSC' were
announced by the Minister. for Education and Youth Affairs on 14 August 1984, A

y of 'this program for'1985 compared with 1984, at estimated December 1983
prices, is as follows:

Real increase
1984(a). 1985(a) ———
$'000: §'000 §'000° %
Government

R 462103 485614 a5 s.r
camital L L. oL 159099 159099 - -

Non-Government
fecurrent o L L L L 635913 647913 12000 19
—cupital . L Lo 55093 55093 - -
JointPrograms . « . . . . . v 44 . 39583 39 583 - -
Totl v v v e 1351791 1387 302 35511 26

(@) Estimuted December 1983 prices, %

Thesc figures, which. include CSC progr ts for the Australian Capital
Territory, show that 1985 grants will increase.by 2.6% in real terms over 1984, They
also show that growth is being directed to the recurrent programs for both government
and non-government schools,

For government schools, the major i will stem from the implementation of a
per capita based general recurrent grants scheme in 1985, These grants, and those to
non-government schools, will be tied to 2 Community Standard of resources with a
special loading of 10% for government schools in recognition of the additional load
government systems bear in providing a comprehensive service in all areas, It is
proposed that the C alth contribution will be raised to 8% of the Standard by
1992 subject to satisfactory agreements being negotiated with the States to apply from
1986. Funds for the first four years will be appropriated and reviewed at the end of this
period. The cost of this initiative will be about $9.5m in 1984-85 ($18.2m in 1985 at
estimated December 1983 prices).

Government school funding is also being it d as a result of the introduction of
a new tricnnial program for 1985-87 for Basic Learning in Primary Schools. This
program ($2.7m in 1984-85) is designed to improve the level of elementary skills
provided in the early years of schooling for those children. who may be at risk of
becoming disadvantaged in this respect.

For non-government schools, the Government has decided to replace the current
four-tiered subsidy scheme with a 12 category scheme based on the new Community
Standard, This scheme will be more finely tuned to need and will avoid the problems in-
herent in a scheme where small differences in resource levels can.result in significantly
different per capita assistance levels. Under the new sch all schools will continue to
be cligible for assistance. Schools in the highest resource category (Category 1) will re-
ceive minimum grants of 12% primary and 13% dary of the C ity Standard,
It is intended that schools in gr need, i.c. those in Category 12, will receive increas-
ing levels of subsidy in real terms until 1992 when Commonwealth assistance will equal
45% of the Community Standard;

In addition to these changes, the CSC will be implementing a new income formula
which, in assessing needs, will take into account the total private income available to a
school. Consideration will be given to appropriate allowance for boarding coststo a de-
termined standard and for any other justifiable costs, including debt servicing for capi-
tal needs, Any schools which will be reclassified on this basis of need'to a lower grant.
category will have their grants maintained each. year at their existing 1984 level in
money terms until they reach their appropriate real level of grant, These arrangements
will ensure that no school will receive less money.in 1985 and-that most schools will re-
ceive more,

As is the case for government schools, thesc new arrangements will be the subject of
Resource Agreements with non-government school authorities. Grants will also be on
the basis of the maintenance in real terms of private cash recurrent expenditure:

The costs of these non-government school initiatives are estimated to be $6.9m in
1984-85 for the general recurrent grants program and $0.7m.for the Basic Learning in
Primary Schools Program.

Apart from these new initiatives; the Government will continue with its three-year
Participation and Equity Program and Computer Education Program,
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The following tables show recent trends in school enrolments and retention rates:

Total School Enrolments
(as at first week of July of respective year)

Change on
previous
Primary  Secondary Total year
‘000 '000 ‘000 %
Government
198 ... ... e e 14856 8138 22994 ~08
1982 . . . . . oo e 14549 8281 22830 =07
1983 . . L L. o e e . 14108 870.2 22810 -0.1
Non-Goverpment
| 386.0 3020 6880 +32
1982 . L . Lo e e e 394)) N6 nia +34
R 398.2 336.5 734.7 +32
All Schools
98 . .. .. e e e 1871.6 11158 29874 +0.1
1982 . . . ..o 1849.0 11457 29947 +0.2
1983 0 0 L L L e e 1809.0° 12068 30158 +0.7

Source: Avstratian Bureau of Statistics.

Student Retention Rates to Final Year of Secondary School 1981-1983

Non-
Government  Government Total
% % %
198l v o v s e e e e e e e e e e 28.5 56.9 348
1982 , ... ... .. e e e e e e e s 29.6 58.5. 36:3
T983 L e e e e s 337 62.5 40.6

Source: Department of Education and Youth Alairs,

Pre-schools in the States and the Northern Territory

Under the Childrens Services Program, the Commonwealth makes a block grant to
the States and the Northern Territory as a contribution towards the costs of pre-school
education, The Government has decided that $33.1m will be provided.in 1984-85 for
this purpose—the same level of funds as in 1983-84..

Government Schools and Pre-schools in the Australian Capital Territory

Government schools and pre-schools in the Australian Capital Territory are funded
by the Commonwealth through the ACT Schools Authority' (responsible for the
administration of schools and pre-schools, including the duct of certain CSC
programs), the National Capital Development Commission (responsible for capital
works), the Department of Administrative Services (responsible for transport and
cleaning) and the Department of Housing and Construction (responsible for building
works and repairs and maintenance). Between these four authorities an estimated
$137.7m. will be spent in 1984-85 compared with $126,7m.in 1983-84, an increase of
8,7%. This includes an increase of 7.6% in recurrent expenditure and 22.9% in capital
expenditure. The capital expenditure increase reflects expenditure on construction of
Chisholm High School and' Fadden Primary School, both of which commenced in

1983-84, and the commencement of construction in 1984-85 on a new primary school at,

Chisholm (total cost $2.7m).
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Amounts provided for Australian Capital Territory government schools from the
CSC programs referred to above, which include the Participation and Equity Program
and the Computer Education Program (both having commenced in 1984), have been
increased in total from $0.4m to $1.4m.

Enrolments in Australian Capital Territory Government Schools
(as at first week of July of respective year)

Change on

. previous

Primary  Secondary Total year

'000 '000 ‘000 %

1981 . . .. 4.5 147 39,2 ~0.2
1982 ................ : gg 152 3%0 =05
................ z 164 39.8 +2.0

1984 {est) . . .o 228 171 39.9 +0.3

Source: Department of Education and Youth Affairs.

Non-Government Schools in lhe Australian Capital Territory

The C Ith es for a ber of non-government school programs in
the Australian Capital Temtory, the most significant of which are recurrent per capita
grants, These grants are provided on the same basis as those paid through the CSC to
schools in the States (estimated at $16.9m in' 1984-85, compared: with $15.6m in
1983-84), and those paid by State Governments to non-government schools in the
States (estimated at $7.6m in 1984-85, compared with $7.7m in 1983-84; the 1984-85
amount will be supplemented during the year). Other recurrent programs under this
heading are Interest Subsidy Grants, and Australian Capital Territory components of
the Participation and Equity Program and the Computer Education Program.

Capital grants are provided to non-government schools in the. Australian Capital
Territory under arrangements similar to the CSC’s program of capital assistance. The
Commonwealth will provide a total capital program estimated at $2:6m in 1984-85.
compared with $2.7m in 1983-84. This decrease is due. entirely to the continuing re-
duction in the number of loans outstanding under the former Capital Aid' Scheme.
Under this scheme, which was terminated in 1974, the Commonwealth undertook to
reimburse, over 10.years, capital payments.and a portion of the interest charges on'
loans taken out by non-government school authorities in the Australian Capital
Territory.

Enrolments in Australian Capital Territory Non-Government Schools
(as at first week of July of respective year)

Change on

previous

Primary  Secondary Total year

‘000 ‘000 ‘000 %

1981 f 9.8 2.3 171 +4.3
1982 . . . Lo 10,1 " 17.8 +4.1
1983 . . . oo e e 103 8.1 184 +34
1984 . oL IR 103 8.8 19.1 +38

Source: Department of Education and Youth Affairs,
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School Transport in the Australian Capital Territory

In the same way-that State governments subsidise transport costs.for school. chil-
dten,’ the Commonwealth subsidises bus services for. children travelling-to.and from
schools in the Australian Capital Territory. This subsidy-is estimated to cost $5.3m'in
1984-85 compared with $4.6m in 1983-84, an increase of $0.6m (13.6%), reflecting in-
creases in fuel, salary and other operating costs. :

Commonwealth Schools Commission:

The administrative estimates for the CSC for 1984-85 reflect among other things the
Government’s decision to. reactivate the former Curriculum: Development Centre

within the administrative structure of the Commission. The Centre will provide schools.

and school systems.with curriculum and educational material, information and expert-
ise, and. will operate in conjunction with a Curriculum, Development. Council which
will itself work in-close consultation with. the CSC. The costs associated with this in-

itiative'are estimated to be $1.5m in-1984-85 for curriculum projects and programs and:

$1.0m for administrative and staff’ costs, Partly offsetting these costs will be revenue of
about $0.5m from the sale of curriculum materials,

STUDENT ASSISTANCE

The main schemes of community-wide student assistance are the Secondary Allow-
ances Scheme (SAS), Adult Secondary Education Assistance Scheme (ASEAS), Ter-
tiary Education Assistance Scheme (TEAS), and Postgradunte Awards (PGA), These.
provide support for families. of children Wwho are in. the final two years of schooling
(SAS), for adults studying full-time dt matriculation level or the equivalent (ASEAS),
for full-time students undertaking TAFE couirses (TEAS), and for full-time undergrad-
uate and postgraduate students' at universities and colleges of advanced education
(TEAS and PGA). The postgraduate awards are free of income.test but are not.avail-
able if a certain level of income is received from other awards; they are taxable and are
awarded on the basis of academic merit, The other schemes; which are free of tax, are:
open to all subject to income tests and academic admission requirements,

From the beginning of 1985, all levelsin all sch will be i d asfol-
lows: SAS by 15%, TEAS by 10%, ASEAS by 16.7% (to equal TEAS rates), and PGA
by 3.9%.

Under SAS, ASEAS and TEAS, the maximum allowance is reduced where family
income (and, for ASEAS and TEAS, student income) exceeds certain levels in a year:
The family income level for receipt of the maximum alfowance will be increased by 10%
for 1985.
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Income test levels and maximum rates of living allowance applicable in both 1984
and 1985, and numbers of students expected to receive assistance in these two years, are
as follows:

Maximum Entitlement Number of Students

Scheme and Main Benefit ’ 1984 1985 1984 1985
Terliary education assistance— Speryear  $peryear
Livingathome . . . . . . . . . . . . 2110 2328
Livingawayfromhome . . . . ., . . . . 3255 3581 100000 109 500
lndepcndcnuludcnls ......... 3255 3581
Ady .
LSvmut home ............ 1990 23
Livingawayfromhome . . . . . . . . . 3068 3581 ¢ 3000 3250
Independentstudents . . . . . . . . 3068 3581
Secondary aliowsnces . . . . . . e 1046 1202 60000 64000
Postgraduateawards- . . . . . . . . .. 7330 7616 2305 2350
Mnumnl adjusted famlly inoome for use in lncome
SAS TEASInd ASEAS . . . . o v e . 12983 14281

Other forms of assistance for students. are available to certain. special groups,
namely Abongmals, igl diers’ children and isolated children: these are dealt
with in the separate section ‘Special Groups”but certain information on them is in-
cluded in the table below.

Taken together, all forms of assi for students (including those for special
groups) are estimiated to require $448.2m in 1984-85, an increase of $62.3m (16.1%)
over 1983-84,

Details of estimated expenditure according to scheme-and the main institutions of
study are shown in the following summary table: g

1983-84. 1984-85 Change
sm Sm $m %
Sludenll nssis:‘nncetwhemes-—
Tertiary education assistance—
Univ’l’:nille& e e e e e e 90.2 104.3: , il +156
Advancededucation . . . . . . . . 97.2 1124 +152 +156
Technical and furthereducation . . . . . 452 522 + 70 +15.6
Total . ... . G e e e 2325 268.9 +363 +156
Postgraduate awards—
U:I;:erslues ...... b e e 16.2 177 + 15 + 92
Advaneed education PRSI 03 0.3 e +11.6
Totdl e e e e 16.5 180 + 1S + 93
Otherterlisty .+ » v v 4 o v e e T 24 27 + 03 +113
Adnluecondaryeducauonnummce P 7.1 8.8 + 17 +23.§
Secondaryallowances . . . . . . . 498 628 +129 +259
Totalstudent assistanceschemes . . . 308.4 3611 +527 F1T1
Assistance provided. under programs for special
groups—
Aboriginals—
Sec:ndary . 254 29.5 + 41 +16.1
Study grants 19.7 25.1 + 54 +215
Migrants |, . 74 57 =17 =229
Velernm children . . .1 36 + 05 +15.5
Assistance l‘orlwluledchlldren 220 23.3 + 13 + 58
Totalspecialgroups . . . « . o . . 5 81 + 96 +i24
Totalassistance forstudents . . .« . . 3859 4482 +62.3 +16.1




SPECIAL GROUPS

The Budget estimates include $144.8m towards the ed
1984-85, an increase of $17.9m (14.1%) over 1983-84.

of special groups in

Aboriginals

The Aboriginal Secondary Grants (ABSEG) and the Aboriginal Study Grants
(ABSTUDY ) schemes provide living allowances and othcr forms of benefits, free of in-
come test, to Aboriginal students attending dary schools or classes or
undertaking approved full-time or part-ume oours&s of education and training at
universitics, CAEs, TAFE colleges and other institutions. Living and boarding allow-
ances under these schemes will be increased in 1985 by 3.9%. These schemes, together
with the Aboriginal Overscas Study Scheme, constitute the bulk of the Commonwealth
educational assistance available to Aboriginal students and account for $54.6m of the
total provision compared with $45.0m in 1983-84, The increase of 21.2% reflects a
greater number of Aboriginal students participating in the schemes and the new allow-
ance levels.

In 1984, 100 special teacher training awards were offered under the ABSTUDY
scheme and the same number of new awards will be offered in 1985, The awards are
generally for students who are 25 years or older and provide a basic living allowance of
§155.85 a week plus other normal ABSTUDY entitlements. The ABSTUDY. scheme
also includes $3.5m to assist with the provision of special courses for Aborigines,

This heading includes the cost ($0.5m) of the National Aboriginal Education Com-
mittee, an advmory body for the educational néeds of Aboriginal people. In addition
$15.6m, an increase of 11.3% on 1983-84 expenditure of $14.0m, will be available as
grants through the Department of Aboriginal Affairs for the implementation of
programs that address the special educational disadvantages of Aboriginal people..

Migrant Education

This heading mainly relates to the Adult Migrant Education Program (AMEP), a
wholly Commonwealth funded program with delivery being almost entirely through
the State Adult Migrant Education Services (AMES). The. program, which comp-
lements State-funded activities, provides initial settlement orientation and ‘on-arrival’
and other English language training courses for adult migrants and refugees. Expendi-
ture covers the salaries of English language teachers, bilingual information instructors,
the activities of the Home Tutor Scherne, costs iated with courses-in-industry and
the pay of income-tested living all for adults attending, full-time (and
part-time ‘on-arrival’) courses,

The provision for Adult Migrant Education in 1984-85 is $43.7m. compared with
expenditure of $39.0m.in 1983-84, In 1983-84 the Government made funds available
for an increase in the number of permanent teacher, positions within.the various State
and Territory AMES. An amount of $3.0m has been provided to cover the full-year

cffect of the i in teacher per in 1983-84 and for further increases in
teacher permanency in 1984-85,
Provision has also been made for imp: in the , quality and flexi-

bility of courses offered ($0.3m) and for improved availability of child care ($0.5m) to
enable more adult migrants to benefit from AMEP.
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Veterans’ Children Education

Under the Soldiers’ Children Education Scheme, assistance is provided by way of
living allowances and other benefits for the schooling, tertiary education and training of
children of veterans who died as a result of war service or are either blind or totally and
permanently incapacitated, Benefits are generally free of income test although a
student’s own earnings may be taken into All for dary students
under the scheme are to be increased by about 3,9% from January 1985, Allowances for
tertiary students are also to be increased from January 1985 in line with the increases in
the TEAS allo The ber of beneficiaries is estimated to increase from. 2675
at 30 June 1984 to 2800 at 30 June 1985,

Assistance for Isolated Children

This scheme assists families whose homes are. remote from normal daily access to
government schools. It:provides a basic allowance free of income test of $927 p.a, for
eligible students who are boarding away from home, as well as allowances for children
studying by correspondence or living in a second family home close to school facilities,
An income-tested additional allowance is also provnded for students boarding away
from home. The scheme also covers children reg d as isolated for of medical
and social disability.

The level of family income above which the additional boarding allowance is
reduced will be raised to $12 974 in 1985, This allowance is subject to actual costs in-
curred and a sibling concession applies. Additional boarding allowance levels will be
increased by between 6.1% and 7.1% from the beginning of 1985 and will range from
$1221t0 $1745 per year.

It is estimated that the scheme will cost $23.3m in 1984-85 (compared with $22.0m
in 1983-84), Assistance will be provided in respect of an estimated 21 800 children in
1985,

In addition, assistance will be continued under a. renewed three-year (1985-87)
program, which lends educational video facilities to students in isolated areas without
regular television services to increase their educational opportunities and assists States.
in the development. of related audio-visual programs, The cost of the program in
1984-85is $1.1m.

GENERAL ADMINISTRATION AND OTHER EXPENDITURE

General administrative expenditute of the Department of Education and Youth
Affairs is estimated to increase by $7.8m or 19.0% in 1984-85. Within this increase is the
cost of an additional 99 staff years, which have been provided to service client-
generated demand, such as through student assistance programs,

Other major comp under this heading inctude grants to the Australian Coun-
cil for Educational Research ($491000) and for the educational use of the domestic
satellite ($60 000 for Commonwealth contribution) for which the States and the
Northern Territory share the costs equally with the Commonwealth,

An amount of $85000 will be provided to develop improved training for youth,
waorkers, including both in-service and pre-service training and $150 000 will be pro-
vided for a pilot training and advisory program for work co-operatives and alternative
rural communities. The latter program will develop options for training in essential
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skills in both co-operative business manegément and sustainable communities; opnom-
will include training in tenuryxmtltutmu and non-mstltutml based training..

The increase.in recoveries.in 1984-85. nﬁem -estimaged révenue from cumculum,

development activities of $500 000; In previous years. reymuc from these activitiés was
paid to 2 beik account under darfangements’ associated withthe. former Curriculum De-
velopment Centre which, as mentloned lbO‘VG, has riow been re-activated under differ-
ent arrangements within the Commonwealth Schools Commission.,

Other programs administered by the Department of Education and Youth Affairs
are described under the heading ‘Youth, Sport and' Recrcatm‘ under Culmre -and
Recreation.

98.

3. HEALTH

C alth outlays ded under this function are estimated at $6183.6m in.
1984-85, an increase ofSl772 1m or 40.2% on 1983.84,

An additional amount’ of $1400.9m is. provxded to the States and the Northern
Territory in. the.form of generil revenue grants in lieu of previous specific purpose
payiments for Health.. (See the sub-function ‘Payments:to or. for the States, Northern.
Territory and Local Government Authorities nec’ for details.).

Commonwealth assistance for health care is also available through the ion sys-
tem., Net expenditure in:respect of doctors; hospitals, chemists, dentists, opticians-and
optometrists-is, in certain circumstances, allowable for income tax rebate purposes;
gifts of $2 or more to eligible organisations (e.g. medical research organisations) are tax
deductible; ll‘ld & wide range of health related goods are exempt from sales tax.

R becatise of these m is not included in the figures in this sec-
tion. Some eltlmnu of taxation expenditures can be found in Statement No. 4.

The main factor affecting the growth in outhyu on health in:1984-85 is the full year.
effect of the introduction of N The d.cost of Medicare in 1984-85 is
about $2050m of approximately $1370m. more than. the part year cost of $680m in
1983-84, The reasons for this increase are included in the explanations provided for the
various facets of Medicare contained in subsequent paragraphs.




— MEDICAL-SERVICES“AND BENEFITS
1982-83  1983-84 1984-85 .

Actual, Actual  Estimate Change Medical Benefits
! o and Bench sm- sm: sm Sm % Under Medicare, introduced on 1 February 1984, the basis of the provision of Com-
Medloat Seneosand Benefiu— ol68 13638 2496 + 8858+ 649 : monvwealth contributions towards the costs of medical and optometrical services has
T MRS B M i e v
clerans an: ndants . . . . . 3 .| . ., R )
P - p & the Commonwealth contributes to the cost of medical services for all Australian
Total ... 10638 15327 24615 + 9787 - residents on the basis of 85% of the schedule fee, subject to the gap between the
Hospital Payments and Benefits— benefit and schedule fee not exceeding $10;
Tospitl Payments 306.8 505.6 9958 + 4901+ 969 8
3l P 2 X ! . N
euﬁh Bene;ﬁge Reln;uranu ..... 2;3.3 ﬁg,g‘ 337 s In 2% " g.g o the Commonwealth meets in full schedule fee gap payments in excess of $150 per
'clerans an ndants , . . . . X .. 8. .
Launceston Genera Hospital” . . L U ‘ ?;;o:'ﬁfr a:num' itioners is available for all cligib! here benef
® bulk-billing by practitioners is available for all eligible persons where benefits are
Total ..o e e 6824 8394 13539 4+ 5145  + 6L3 L
aceeptéd in full payment;.
Heslth Progeam Granis. . . . . . v v 37 0 o+ 08 +h e registered health i insurance organisations are not permitted to provide any form
Pharmaceutical Services and Benefits—  medi L P pe he diff
Phasmaceutical Bencfils— o cover, including ‘gap covering the difference be-
General 146.5 1328 1636 + 315+ 238 tween 85% and 100% of the schedule fee {except for medical insurance included
Concessional . 1.1 39.3 484 + 9l + 232
Pednnoners 2}%; 3};2 3-5% I s{; I l;.g I in akhea'lth insurance package available to short-term visitors to Australia, and
Administration g g - g workers’ compensation, motor vehicle third party and sickness and related in-
Veteransand Dependants . . . o . . 66. 37+ 16+ ILS . ’ . : .
terans nd Dependants €10 ! ’ L surance, which may meet the cost of certain medical services);
Total Pharmaceutical . . . . . 060 5128 681 v 1053t 184 e no charges are made for Commonwealth medical officer consultations or for the
Nursin% aom? and Domfciliary Care Services. scrvices provided by Commonwealth pathology laboratories; and
ant nefits—
swsmg :’lome B':ne[ﬁls ....... ;; H ;gg? ;g;i 1 1 :gg I }gg o the Health Insurance Commission, or its agents, administers Commonwealth
ursing Homes Assistance . . . . . . 2 S . s H 3 : g . H
Domicilary Nursing Care Benefits — » .+ 234 259 89 + 30 4+ 117 medical and optometrical benefits. in respect of all services rendered since 1
:uningCnrlc Rg‘ Veterans and Dependants fg; ggg Z;f 1- :g I {gg February 1984,
ome NursingService . . . . . . . 2 | .| . . . . .
Boervice Qutlays on Commonwealth medical benefits are estimated to increase by $885.8m
‘ . s by
Total Lo 8354 903 1120 4 ims 4 179 in 1984-85 to $2249.6m, This increase, of which $721m is assessed as directly attribu.
$ommun'|ly }-l_;albl:\ Falc'llil'lunndServlces A %.; lg.g { (1,.2‘ + tx) 13 + i :? table to the introduction of Medicare, comprises;
tment e X . 5~ 0. - a1 . : N
Health Services n the. /fgfr nee ..o 867 989 1204 + 25+ 28 ® $65m for the bal of the in schedule fees from I March 1984 and
Health Services for Aboriginals . « . . . 263 32 62 o+ 50 t162 $163m for the full-year effects of the 15 June 1984 increass in schedule fees fol-
Other Health Services— i i Medical di
Medical Rescarch Grants . . . . . . 96 %6 “2 4+ 16+ 207 lowing the 1984 Enquiry on Fees for Ibenefit purposes;
Wallerand Eliza Hall Ingtitute . . . 32 35 68 + 33 +9s o general growth in the utilisation of services primarily due to demographic and
Health Insurance Commission— 1 y & d d ds .
¢ Repaymen: %fs(iapnnllf:::unce P a 6_6 I?].gCr ; lgg . nsr:; ong:term demand trends ($88m);
ommonwealth Serum ratories . . . 3 . L X . . . .
ﬁ':;"allﬂ ,mlmu“, ofHealth « o L 23; 23': 3;; < 2' ; . ; ? o the higher rate of benefit payments under Medicare ($587m);
1dS A ppliances . . . b 0 0 e 3 g 3 e 33 11 H in. .
Blood Transfusian Services and Products ~ 200 25 #1432 4+ 146 * anexpected increasc in schedule fees inlate 1984-85 ($12m);
Iw,lxil:.ﬂmfms Travel and Accommodation 92 1.8 150 + 32+ 212 ® carry over expenditure commitments from pre-Medicare schemes ($8m); and
Drug Education Cnmpal'gn' . 1.7 1.9 200 + 01 + 55 . adj ! Insurance Commissi:
DrugEcucaioncampalgn - . - s o 20 u e ?883 éx;gtnlestl;sfor a cash carryover by the Health Commission from
National Health Promotion Program 0.3 07 + 04 +121.9 -84 ( m)..
anllona; Dlsltr;esﬁ::;lrol Program 0.2 g? 8? + 0l + 148
niernational Health Program . . . . . - 3 3 - . - .
Other . . . . . o 207 20 23+ 23 + 104 Diagnostic Services.
Total Other Health Services  + . . 1506 1178 1909 + 130 + 13 This item relates to the running of- health laboratories operated by the Common-
- P wealth, These include Department of Health pathology laboratories, which provide
Qe aministrulion Expendiute. .+ .+ o 6 b Vet PN services to hospitals and medical practitioners, the National Acoustic Laboratories, the
National Biological Standards Lab 'y and the Australian Radiation Laboratory.
TOTAL HEALTH . . . . . . 34254 44105 61836  +1TI2L + 402

Anamount of $14.4m has.been provided in 1984-85 for the operauon of the Common--
wealth’s pathology laboratories, which includes the costs ($0.1m) in 1984-85 that will.
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be incurred in transferring staff from the Tasmanian. public service to the Common-
wealth as part of a rationalisation of government pathology services in Launceston.

Treatment and Allowances for Veterans and Dependants
The Comfonwealth meets the costs for cligible veterdns and their dependants of

p .' fist, local medical officer, p dical and dental services, the provision and
maintenance of surgical aids and travelling and other expenses incurred in obtaining
mu!ical treatment. The estimated increase of $35.2m reflects increased fees for pro-
fessional services, increased travelling costs and.increased demand arising largely from
demographic factors.

HOSPITAL PAYMENTS AND BENEFITS

Hospital payments under this function are estimated to increase by $490,1m to
$995.8m in 1984-85,

Total payments under the Health Insurance Act 1973 in 1984-85 for hospitals,
whicl, include $16.3m for the Australian Capital Territory shown, under the sub-
function ‘Health Services in the Australian Capital Territory nec.’ are estimated at
$1012.1m, an increase of $502.2m on 1983-84, This amount comprises:

® payments to the States and Territories of Medicare grants—$872.1m (see ‘Public

Hospitals' below); and

¢ payments to private hospitals in respect of bed. day subsidy arrangements—

$140.0m (see ‘Private Hospitals’ below).

The additional costs associated with a full year of Medicare payments, as distinct
from the part-year impact in 1983-84, have increased expenditure by some $630m,

The comparison with 1983.84 is, however, affected by the fact that, as-part of the
Medicare arrangements. that commenced. on 1 February 1984, specific purpose pay-
ments to-South Australia and Tasmania for health purposes (hospital cost sharing
agr ) previously included within this function have been replaced by general
purpose assistance similar to that which has been paid to the other States and the
Northern Territory since 1 July 1981. Thus, some $120.5m are included in the 1983.84
figures for these payments, but there are no equivalent amounts in the 1984-85 esti-
mates shown here, Details of these arrangements are provided under the sub-function.
‘Payments to or for the States, the Northern Territory and Local Government Authori-
ties nec’.

Public Hospitals

.Under Medicare, all Australian residents are entitled to free shared ward accommo-
dation and treatment and free outpatient treatment at public hospitals, Those seeking

‘doctor of choice’ or private ward dation in a public hospital must bear the ad-
ditional cost or take out appropriate hospital i cover. C¢ Ith assist-
ance is, however, provided in order to reduce the fees charged for private )~

dation in public hospitals and accommodation charges raised by private hospitals (see
‘Private Hospitals’ below).
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All States, the Northern Territory and the Australian Capital Territory are
p d by Medicare grants {outside and in addition to the identified health grants
and tax sharing arrangements) for:

& revenue losses and additional costs directly attributable to the provision of free

public hospital dationand t and outpatient services; and

® areduction to $80 per day in the fees for those who seek ‘doctor of choice’ or pri-
vate ward dation in public b

Under the Medicare ar and included in these Medi grants esti-

mates, Queensland will receive an additional special public hospital payment of $35
million in 1984-85 in recognition of the special circumstances of that State.
The Medicare grants also include an additional community health component to re-
store the level of community health grants to 1975-76 levels in real terms ($18m).
Medicare grants in total in 1984-85 are estimated to be some $593m higher in
1984-85 than the 1983-84 part-year grants.

Private Hospitals

Under the Health Insurance Act 1973 the Commonwealth until 31 January 1984
made payments of $16 a day for.each occupied bed in approved private hospitals and a
higher bed day subsidy of $28 per day for patients receiving a prescribed surgical pro-
cedure. In 1982-83 the average subsidy amounted to $19.45 per day. From 1 February
1984, as part of the Medicare arrangements, the subsidy was increased up to a level of
around $30 a day on ge and private hospitals have been classified and paid on the
basis of the level of facilities and services they provide. In 1984-85 the effect of these
changes is estimated at $54m, an increase of $39m over 1983-84. Overall expenditure
on the subsidy increased from $86.5m in 1982-83 to $103.6m in 1983-84 and is expected
toincrease to $140m in 1984-85,

Health Benefits Reinsurance Trust Fund
Under the provisions of the National Health Act 1953, the Commonwealth subsi-
dises health insurance funds by making a contribution towards deficits that arise in rein-
surance quired to be maintained by regi: d health insurance organis~
ations, The deficits arise from paying benefits to long-term hospitalised members. As
d in the. E ic Stat t of May 1983, the Commonwealth's contri-
bution to the Fund was reduced from $100m in 1982-83 to $20m in 1983-84 to help
i Medi and the provision will continue at this level for 1984-85.

Veterans and Dependants

Repatriation hospitals and clinics are maintained in each State for the treatment of
eligible and their depend bers of the public may be admitted to a re-
patriation hospital but only if spare beds are available and the facilities are suitable for
the required treatment, In certain circumstances the Department of Veterans’ Affairs
may app dmission of and their depend: to private or State public
hospitals, A total of $337.8m is to be provided for this purpose in 1984-85—an increase
of $24.4m on the 1983-84 provision. This increase largely reflects higher wages and
salaries and operational costs ($16.2m) associated with the operation of repatriation
hospitals, reduced receipts from community patients treated in repatriation hospitals
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attributable. to the provision-of. free, hospital-accommodation and. ¢ et under
Medicare ($4.4m), increased:repairs and maintenance-of facilities ($2.2m), the-con-
struction of repl dical and surgical facilitics (54.9m), offset, in'part, by an
estimated net reduction in payments by.the, Department of Veterans’ Affairs for treat-
ment of patients in non-departmental institutions. {(-$5,5m).. Included within the
198485 provision is an additional amount of $1.1m for new initiatives directed toward
the treatment and care of aged or disabled , including an expansion of geriatric
assessment programs ($0.9m) and administration of a program of home help ($0.2m).

Lauri General Hospital

The Commonwealth is m’e'eting 50% of the appro,ved‘ «cost of stage one of the re-
develog of the 1 General Hospital at an estimated total Commonwealth

contribution of $22.4m. In addition, the Commonwealth s to fund 50% of the approved.

cost of construction of a centralised laundry facility at the hospital at an indicative total
cost of $4.6m at current prices, Payments in. 1984-85 for these purposes are estimated at
$0.3m comprising $0.25m as a final payment in respect of the Stage I redevelopment of
the hospital, and $0.05m as an initial contribution for the commencement of construc-
tion of the laundry.

HEALTH PROGRAM GRANTS

Health Program Grants, authorised under the Health Insurance Act 1973, are pay-
able to eligible organisations to meet the cost, or such proportion of the cost as the Min-
ister for Health may determine, of approved health services provided outside of hospi-
tals by staff employed on a salaried or sessional basis.

The cstimate of $7.9m for 1984-85 makes provision for the payment of moneys to

state family planning associations and other organisations for estimated approved
deficits in respect of clinical activities,

PHARMACEUTICAL SERVICES AND BENEFITS
efits—General, C. ional and Pensi )
The Commonwealth meets-the cost of a wide range of drugs supplied on doctors’
and dentists’ prescriptions except.for a patient contribution. per prescription item, pay-
able by persons other than Pensioner Health Benefits. (PHB) and Health Benefits card
holders and their dependants. These card holders (including persons in receipt of an un-
abated pension and sick beneficiarics) and their dependants, are cligible to receive,
free of charge, all drugs on the Pharmaceutical Benefits Scheme(PBS) list,

Since 1 January 1983 the patient contribution rates under. the PBS for other persons
have been:

o a flat charge of $2 per prescription item for Health Care card holders, including
the

Ph.
rnar 'S,

ployed and low i families, and those Social Security pensioners
and Veterans® Affairs.service pensioners who do not hold.a PHB card, and for
their dependants; and

¢ a flat charge of $4 per prescription item for the general public,
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Total outlays on pharmaceutical benefits (general, concessional and pcnsioners)lz}re
estimated to increase by $96m in 1984-85 to $585.2m.. The main.components of the in-
crease are as follows; .

¢ anestimated increase ($47m} due to an increase in the volume of gresf:nptlons

dispensed and variations in the mix of benefit items prescribed and price increases
granted; )

® $35m for the full and part-year costs of increases in chemists’ remuneration deter-

mined by the Pharmaceutical Benefits Remuneration Tribunal; and

® $13m for the part year costs of an across-the-board increase in drug p_rim from 1

November 1984 of 2.5% plus 8 cents per prescription at price to chemist level and
$1m for increasing the maximum differential on generic drugs to 10 cents.

Pharmaceutical Benefits—Veterans and Dependants

The Commonwealth meets the full costs of drugs and medicinal Prcparations sup-
plicd on prescription for cligible and their depend The of 57..6m
to $73.7m in 1984-85 reflects an estimated increase in demand for gharmac:eut'lcal
benefits due to demographic factors, the full-year effect of, the increase in chcmgsts, re-
muneration from 1 January 1984 and the estimated cost of the increase in chemists’ re-
muneration from.1 July 1984, and of the increase in drug prices from 1 November 1984,

NURSING HOME AND DOMICILIARY CARE SERVICES AND BENEFITS

Nursing Home Benefits

Under the National Health Act 1953 benefits.are paid by the Commonwea}th to
approved nursing homes for all qualified patients in such homes. Current maximum
benefit rates, which have applied since November 1983, are:

Ordinary Extensive

Care Care

Patients Patients

Saday Saday

New South Wales' and Australizn Capital Territory 3235 gf ?g

Vitorla . L L L o s e e e e 45.12 Hor

Queengland . . ., . . . ... LW .. ;g:o e

WesternAustralin o 0 o 0 0 0 0 0 v 0 e e e e e B brerd

South Australiaand Northern Territory ..+ . .+ » . . . . . « . G By
THMANIR . . . 0 . . e e e e e e e e e e e K X

These maximum rates of benefit are reviewed annually and if necessary adjusted
with effect from the first pension payday in N ber, so that in an aggregate sense,
together with the statutory patient contribution (currently $12.40 a day), they cover
fees charged to 70% of patients in approved non-government nursing homes in each
State at the time of the annual review. The patient contribution is set at 87.5% of the
sum of the single age pension plus supplementary assistance,

The major reason for the differcnces in the levels of benefit between the States and
the Territories is the differing care requirements imposed by them.

Expenditure on. nursing home benefits is estimated at $707.5m.in 1984-85, an in-
crease of $110.1m or 18.4%, reflecting:

o the full and part-year effects of an increase in the numbers of approved nursing

home beds ($10.3m);

105



® the full-year effect of the November 1983 increase i benefits (561.0m);

o the part-year cost of an anticipated increase in benefits from the first pension pay-
day in November 1984 including provision for the effects of the extension of the
38 hour week to nursing staff in some States ($37.9m); and

¢ the part-year cost ($0.9m). of making nursing home benefits available in respect
of nursing home patients who temporarily vacate their beds. This initiative is
being undertaken in the context of the Government's home and community care
program referred to under the Social Security and Welfare function below (see
‘Home Care Services’).

Nursing Homes Assistance

Under the Nursing Homes Assistance Ace 1974, the Commonwealth meets ap-
proved operating deficits of cligible non-profit nursing homes that participate in ar-
rangements authorised by the Act.

Expenditure on financing of deficits of eligible nursing homes is estimated to be:

$293.4m in 1984-85, an increase of $45.3m or 18.3%, reflecting an allowance for cost in-
creases, including provision for the effects of the extension of the 38 hour-week to some
nursing staff, and an increase in the number of hiomes eligible for subsidy, The expected
increase in homes reflects the continuing assistance provided to organisations under the
Aged and Disabled Pemms Hames Act 1 954, The average number of beds funded
under the deficit fi i d by around 730 in 1983-84 and is
expected to increase by about 1250 in 1984.85,

Domiciliary Nursing Care Benefits

The Commonwealth pays a benefit of $42 per fortnight to eligible persons who pro-
vide care for approved patients at home as an alternative to institutional care, Patients
must be aged 16 years or over and require professional nursing care to an extent that
would otherwise justify admission to an approved nursing home,

Expenditure in 1984-85 is estimated to be $28.9m, $3.0m higher than in 1983-84,
reflecting expected growth in the number of recipients of the order of 10%.

Nursing Care for Veterans and Dependants

The Commonwealth meets the full costs of nursing home accommodation required

by veterans. for service-related disabilities, For certain categories of veterans and war

, the C Ith also meets the cost of nursing home care for disabilities

not related to service, subject to payment by the patient of the patient contribution ap-

plicable to other nursing home patients in the community, Free domiciliary nursing

care services are also provided; as required, to these groups. The increase of $9.0m to

$75.2m in 1984-85 reflects increased nursing home and domiciliary care charges and the
increased requirement for such services.

Home Nursing Services

Approved non-profit organisations providing home nursing services receive
Commonwealth subsidies, not in excess of those paid to such organisations by the
relevant State government or local government authority. The Commonwealth
subsidies are estimated to cost $27.1min 1984-85.
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Thei of $4.3m reflects an ex d § in the ber of eligible nurses
on which subsidy payments age based (32. Im) and provision for an increase in the rates
of subsidy from 1 July 1984 (§2.2m),

COMMUNITY HEALTH FACILITIES AND SERVICES

In 1984-85 the Commonwealth will provide an estimated $11.9m for ‘national
projects” which are fully funded by the C calth, an i of $1.2m on
1983-84. The i in: the C Ith's contribution to ‘national projects’
largely results from the Government’s decision in. the Medicare context to increase
funding on the community health program to 1975-76 levels in real terms.

A large part of the funds for national projects is for the Family Medicine Program—
a vocational training program organised by the Royal Australian College of General
Practitioners for medical graduates wishing to enter general practice, The balance of
the $11.9m comprises grants to various non-government organisations which are
national in character and which operate in the fields of health care delivery, education
and research,

The C Ith will also provide a further $18.0m to the States and Northern

Territory under the Medicare arrangements (see ‘Hospital Payments and Benefits’
above).

TREATMENT OF TUBERCULOSIS

The pay of all top suffering from tuberculosis is to be phased
out after the last allowance payday in Octobcr 1984 From the first benefit payday
in November 1984, persons not previ who- suffer from

tuberculosis will be granted slcknm benefits |f thcy meet the cligibility criteria for these
benefits.

Persons in receipt of tuberculosis allowances at the end of October 1984 will
continue to receive them, if eligible, until such time as the relevant sickness benefit rate
exceeds the level of the allowances. At this point the allowees will receive sickness
benefits instead. An amount of $0.5m has been provided in. 1984-85 for the payment of
tuberculosis allowances.

HEALTH SERVICES IN THE AUSTRALIAN CAPITAL TERRITORY NEC

The Commonwealth through the Capital Territory Health Commission provides or
subsidises health services in the Australian Capital Territory of the type provided
elsewhere by State and local government authorities. These include three hospitals
(expected to provide in 1984-85 a total of 860 acute care beds, 44 nursing home beds
and 12 beds for the prof intellectually handicapped), public health acuvmes,
ambulance services, commumty health and i servxcesf tuding 11 y
health centres, 68 child health clinics, and 59 school dental clinics), 2 nursing homes
(254 beds), 6 residential care hostels (152 beds) and 3 group homes for the-mentally ill
and the handicapped, a central health laboratory and a centralised health services
supply centre.

Under this heading a provision of $16.3m is also included for 1984-85 ($12,im
increase over 1983-84) under the Medicare program for public hospital and community

health services' in the Australian Capital Terrritory (see ‘Hospital Payments and
Benefits’ above).
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Net expenditure by the Commonwealth under this heading in 1984-85 on recurrent
and capital costs of health sérvices in the Australian Capital Territory is estimated at
$120. 4m, compared with $98.9m in 1983-84, Within'the 1984-85' provisionan amount.

of $2.3m has:been earmarked for new initiatives, including staffing of a psychiatric in--

tensive care unit at Woden Valiey Hospital (50.3m), the establishment of a radiation
control and inspection unit ($27,000), expansion of direct care community health fa-
Cllmﬁ (80.5m), eXPans:on of community nursing services ($0.1m), and purchase of a

D puterised axial hy scanner ($1.3m),

After allowing for a decrease in revenue (sw 7m) and cash.on hand at the end of
1983-84 ($3.3m), the effective i in fi ilable in 1984-85 over
1983-84 is $14.2m or 14.4%.

HEALTH SERVICES FOR ABORIGINALS

This heading covers.-special assistance provided for Aboriginal health through the
Departments of Health and Aboriginal Affairs (DAA).

Programs of direct assist to Aboriginal organisations and groups through DAA
mcludc Aboriginal Medical Services (314 4m in 1984-85) and payments to the States
(SIG 4m in 1984-85) Funds are provided to d p Aboriginal resp lllty for, and

in, the imp: ent ot their own' heallh through participation in the deliv-
ery of medical/health services, and through the development of Aboriginal expertise in
all aspects of health care administration.

Funding is provided through the Department of Health for the National Trachoma
and Eye Health Program ($1m), clinical services provided by soinc Aboriginal Medical
Services (34.1m) and other Aboriginal heaith initiatives ($0.3m).

In addition to the amount under this heading, $7m is being provided in 1984-85 for
expenditure under the Aboriginal Public Health Improvement Program. This program,
which' app under the function Urban and Regional Development. nec and' the
Environment, P the provi of water supplies, sewerage , and
power generation and reticulation to Aboriginal communities around Australia, The
amounts for the program are provided through the Department of Aboriginal Affairs’
grants-in-aid and grants to the States.and the Northern Territory for community man-
agement and services,

OTHER HEALTH SERVICES
Medical Research Grants

The C Ith provides financial assistance for medical research through the
Medical Research End Fund. Disbursement of moneys madeé available, both
from the Commonwealth and from other sources such as gifts and bequests, is deter-
mined by the Minister for Health on the advice of the National Health and' Medical Re--
search Council and acting, where necessary, in accordance with aiy conditions imposed
by private benefactors. Assistance is provided to universities and other institutions such
as the Howard Florey Institute of Experimental' Physiology and Medicine and the
Walter and Eliza Hall Institute of Medical Research, and to individual research
workers-or. trainees, and may-also be provided to Commonwealth and State Govern-.
ment departments. The budget provision has been i d by $6.2m to $44.2m in
1984-85.

108

Walter and Eliza Hall Instituteof Medical Research. :

' The Commonweéaith agréed in 1981 to shase equally with the Victorian Govern-
mient the approved cost:of a new buiilding for the Walter and Eliza Hall Institute of
Medical Research. The: project is estimated to cost a total of $37:4m (taking into
account escalation over the period of construction) and is expected to be completed in
1984-85. The estimated Commonwealth contribution in 1984-85 is $6.8m.

Health Insurance Commission—Repayment of Capital Advance

It was originally envisaged that the Health Insurance Commission would repay to
the Commonwealth'in 1983-84 the $10m advanced to the Commission in 1976 for the
establishment of Medibank Private. This repayment will now occur in 198485,

Commonwealth Serum Laboratories Commission

‘The Commonwealth Serum Laboratories ‘Commission produces and sells
prescribed pharmaceutical prod: in ! with the C ith Serum
Laboratorles Act 1961, The Commonwealth meets the full cost of activities considered
to be in the national interest: which are undertaken by-the Commission, The national
interest activities which are determined by the Minister for Health include research, the
maintenance of production facilities and the holding of stocks of phar ical prod-
ucts. An amount of $7m is provided for these activities in 1984-85, Included in this allo-
cation is $0,3m for research and clinical trials into the drug ‘Interferon’, $0,6m for capi-
tal works and $2.5m for research initiatives.

Australlan Institute of Health.

An Australian Institute of Health is being established to provide a national focus for
health services. rescarch and planning. The Institute: will conduct, or support, studies
and rescarch.into the health status of the Australian population and the effective-and
efficient use of health services.

During 1984-85 arrangements will be made for the transfer from the Department of
Health to the new: Institute of administrative responsibility for the existing; Common-.
wealth. Institute of Health and the Health Services: Planning, Research and Develop-
ment Grants Program.

The Commonwealth: Institute of Health will be-renamed the School of Public
Health and form the nucleus of the Institute's public health activities. It is intended that
when the Institute is fully operational it will have expertise.in public health and health
services, cconomics, statistics and research and development,

The amount.of $5.4m to be provided to the Institute in 1984-85 includes 34 9m to
cover its recurrent and: capital costs. and $0.5m to plete special epid I
studies into the eﬂ‘ecu of herbicides and other chemicals on Austmlmn Vietnam
veterans,

Alds and Appliances

The- Commonwealth provides. through the National Acoustlc Laboratorm, at no
cost to users, a range of hiearing services to a number of groups inci hildren, eli-
gible pensioners,.and. nuppomns parents who.receive an allowance: from the Depaﬂ-‘
ment of Social-Security. Services include hearing tests, provision, fitting and
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ance of hearing aids and the supply of. heanng aid batteries for them. The laboratories
also conduct a an gram on heanng impairment, hearing aid
technology and 8ssutance to heanng xmpmred people; noise measurement and. the
effects of noise on people.

The cost of supplying hearing aids and batteries, excluding salaries and administrat-
ive costs, in 1984-85 (to an estimated 70 000 clients) is estimated to be $13.8m, $3.3m
higher than in 1983-84.

The Commonwealth also meets the full costs of stoma appliances that are provided
free of charge by stoma associations to persons who require them (estimated: to be
$4,5m in 1984-85) and artificial limbs provided under the Free Limbs Scheme by the
Department of Veterans’ Affairs to eligible persons (estimated to be $3.3m in 1984-85).

The C ith is to provide $11.1m in 1984-85 for the continuation of the
Program of Aids for Disabled People (administered by the States and the Territories on
behalf of the Commonwaalth) under which aids (for example, wheelchairs, walking
aids, splints and home modifications) may be provided without charge to. disabled
people who are not eligible to receive them under other existing Commonwealth or
State programs. An amount of $7.1m was mmally provided for the program in 1983-84.
Thls was, however, increased to $10.9m in. the latter months of the year to meet

dd d. It is esti  that the 1984-85 allocation will enable aids to be pro-
vided to about 35 000 disabled'Australians,

Blood Transfusion Services and Products

‘The annual operating costs of the Red Cross Society’s Blood Transfusion Service in
the States are shared by the States (60%), the Society (the lower of 5% of operating
costs or 10% of the previous year's income from donations) and the Commonwealth
(the balance).. The Cc Ith provides similar assistance in the Northern Terri-
tory. Approved capital costs are shared between the Commonwealthand the Statesand.
the Northern Territoryona § for $ basis.

Blood collected by the transfusion service is p d by the C ealth
Serum Laboratories Commission and' blood products are supplied, free of charge, to
hospitals and approved pathologists for use in medical treatment and analysis. The
Commonwealth reimburses.the Commission for the cost of processing the blood, The
Commonwealth contributions are estimated to increase by $3.2m in 1984-85 to $24.7m,
reflecting demand and cost increases and i d capital

q
Isolated Patients Travel and A dation Assi: Sch

Under this sch the Cc Ith provides f 5ol to
(and, if necessary, their, escorts/attendants) who are referred for specialist medlcal
treatment not available locally. To be eligible for assistance a patient must reside.out-
side the metropolitan areas of Sydney, Melbourne, Brisbane, Perth and Adelaide and be
more than 200 kilometres from the nearest suitable place of speciali dical treat-
ment; persons living on certain offshore islands are exempt from this requirement.

The Commonwealth meets the approved travel costs per return journey of all eli-
gible patients, escorts and/or attendants less a total contribution of $20 regardless of
whether the patient is escorted or not. An accommodation benefit of up to $30 per night
per person in respect of each approved overnight stay in commercially operated prem-
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isesis also payable, This benefit is restricted to a maximum of $10 per night per person
for other premises.

The cost of the sch isexpected to i by $3. 2m m 1984-85 to $15m, reflect-
ingi d traveland dation costs and i

Drug Education Campaigns

An amount of $2m will be provided in 1984-85 through the National Drug Edu-
cation Program to support State, Northern Territory and national programs. of edu-
cation to reduce the abuse of narcotics and other drugs of addiction.

Quarantine Services

Human, plant and animal q i are d to preveat the intro-
duction into or spread of exotic diseases and pests in Australia. By arrangement, the
States and the Northern Territory administer, at Commonwealth cost, certain animal,
plant and human quarantine operations. Other quarantine functions are administered
directly by the Commonwealth.

The provision of $37.4m for quarantine services in 1984-85 is a decrease of $1.6m on
1983-84. This decrease reflects savings resulting from a re-assessment of the extent of
coastal surveillance operations 'y to provide adeq cover forq ine pur-
poses, These savings have been offset, in part, byan increase in payments to the States
and the Northern Territory and medical practitioners for animal, plant and human
quarantine activities.

£

" National Health Promotion Program

In 1984-85 the Commonwealth will provide an' estimated $0,7m. for heaith pro-
motion. In this amount provision is made for:

® projects which are primarily directed towards supporting initiatives to help older
Australians become more involved in community life and projects which focus on
the special problems of unemployed youth; and

¢ the establishment of a National Commission on Health Promotion which in
1984-85 will be responsible for the development of a national strategy for health
promotion.

National Diseases Control Program:

In 1983-84, $0.5m was provided for a new National Diseases Control Program. This
amount included the provision of $0,3m for encephalitis control and $0.1m for the con-
trol of dengue fever on a § for $ basis with the States, and $0:1m for national projects in-
cluding research. Expenditure on the program in 1984-85 is expected to total $0.6m.

International Health Program.

Provision was also made in 1983-84 to establish an International Health Program.
$139 100 is provided in 1984-85 for the World Health Organisation (WHO) Inter-
national' Primate Resources Program ($10000), WHO International Program on
Chemical Safety ($35 000), Post-grad Federation in Medicine for pl t of
overseas medical students ($19 000) and WHO Regiona!l Teacher Training Centre,
University of NSW (375 100). The program also incorporates the contributions
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Australia is making to WHO ($4.4m), and the International' Agency. for Research on
Cancer ($0.6m) under the sub-function ‘Foreign Affairs and Overseas Aid".

Other

This category includes expenditure on environmental, social and other public
health-activities, health advisory committees, and expenditure.under the Therapeutic
Goods Act 1966, Also included is the subsidy to the Royal Flying Doctor Service'
($6.5m) and $0.1m as the Commonwealth’s contribution to the cost of the cvaluation
of the cardiac transplantation- program being undertaken at St Vincent’s Hospital,
Sydney.

GENERAL ADMINISTRATION' EXPENDITURE.

Expenditurp,under this heading is estimated at about $197.3m in 1984-85 and com-
prises the major portion of -general administrative and capital expenses of the Dcpm
ment of Health, including the costs of administering nursing home benefits and nursing:
homes assistance and subsidies for private hospitals..

The amount above.also'includes a provision for the review-of the medical benefits:
schedule ($0.5m), funding of the Australian Medical Council ($0.3m) and finaricing of
the first stage of a trial to assess the.éfficacy of dry chemistry pathology testing:tech-
niques ($0.3m).

Health Insurance Commissi Costs associated with the Medicare Benefi
Payments Arrangements.

An amount of $114.din in 1984-85 has been provided. for the Health Insurance
Commission to enable it to undertake operational activities' associated ‘with the
Medicare benefits payments arrangements, Of this amount $3. 9m i for capital.equip-
ment whereas, in 1983-84, $49.4m was provided in the establishment phase of
Medicare. The balance of $110.5m will provnde for, it inter alia, wage and salary costs of
those employed in.paying benefits, This t, ag. i of $64.7m
over 1983-84, reflects the fact that 1984-85 i is the first full financial year.of. Medicare's
operation,

RECOVERIES

Recoveries shown under this heading are in respect of charges.niet by certain coun-
tries for treatment given to their war veterans through facilitics made availableby the
Department of Veterans® Affairs, charges made on departments and authorities for the
use of the Department of Health's computer facilities, and other iniscellancous
receipts..
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4. SOCIAL SECURITY AND WELFARE

The Australian social security system is intended to protect people from economic
hardship caused by circumstances such as loss of earnings through age, invalidity, sick-
ness, unemployment or the loss or absence of a supporting spouse as a result of death,
desertion or long-term fon. It is designed also to p veterans for
service-related disabilities and the dependants of those whose deaths are service-related
and to assist p with the d with raising child

Much of this assistance is provided by way of cash benefits. Assistance is also pro-
vided, either directly or through State and local government authorities and voluntary
agencies, for a wide range of welfare services for people with special needs,

Assistance is provided in a variety of forms for the advancement of Aboriginals,

Details about programs and entitlements are provided in relevant Annual Reports,
particularly those of the Department of Social Security and the Repatriation
Commission,

Total direct outlays on social security and welfare in 1984-85 are estimated. to be
$18 047.0m which is equivalent to 28.2% of total budget outlays. The increase over
1983-84 is $1608.9m or 9.8%.

In addition. to these outlays on social security and welfare, assistance is provided
through the personal income tax system. For ple, the pensioner rebate p
tax-relicf for many pensioners, the dependent spouse and sole parent rebates assist
single income families, tax concessions for occupational superannuation provide sup-
port for retirement incomes and the deductions allowed for gifts to certain welfare
bodies provide indi i to the ions concerned. Details are outlined
in Budget Statement No. 4.

1982-83  1983-84  1984-85

Actual, Actual  Estimate Change
Sm Sm $m $m %
Assistance tothe Aged—
Age Pensionsand Allowances . . . . 48676 53137 57480 +434.3 + 82
Aged Persons® HomuandHos(eIs e 584 526 61.0 + 84 + 159
Home Care Services . . PN 27 385 66.4 + 278 + 723
Hostel Care Subsidies , . . . . . . . 358 40.1 50.2 + 101 + 25.1
Other + . v v v v v v v v e 0.2 02 02 v + 209
Total e e e 49948 54451 59258 +480.7 + 88
Assistance to Veterans and their Dependants—
Disability Pensions and Allowances . . . 651.7 7292 816.0 + 869 + 119
Service Pensions . . . . . . . L 10579 12943 15050 +210.7 + 163
Other . . . . . o v v v v 08 0.8 a7 + 19 +2430
Tolal e e e e e 17105 20242 23237 +299.5 + 148
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1982-83 1983-84 198485
Actual Aclual  Estimale Change
m sm' $m sm %
Assistance to the Handicapped—
{nvalld Pensionsand Allowances . . . . 1068.4 12527 1466.0 +213.3 + 170
Sheltered Employment Allowance . 40.7 459 520 + 6, 4 13.2
Moblllly Allowance for Severely Dnsablcd
e e 03 4.5 74 + 29 + 629
RehubxhlalmnAllowanus 68 202 244 + 42 + 207
Handicapped Children’s Benefls and Allow-
ances . - 214 29.2 31.8 + 26 + 89
Handicapped Persons’ Facilities . . . . 701 759 970 + 211 + 277
RehablhlnuonSemus C e e 30.5 328 356 + 28 + 85
ther . . . . C e e e 10 0.7 1.0 + 03 + 477
Totul S e e e §245.2 14620 17153 +253.2 + 173
Assistance to Widows and Single Parents—
Widows' Pcnswmmd/\llownnces e 758.1 829.5 908.0 + 785 + 95
S ing Parents' Bx 1217 889.6 1'083.0 +1934 + 217
Totul G e e e e 14858 17191 1991.0 +271.9 + 158
Assistance to Families—
Family Allowances . . 137137 15063 15120 + 57 + 04
FumﬂylncomeSupplemen( . 22 36.1 49.0 + 129 + 356
Children's Services (@) 65.1 802 1247 + 444 + 554
Orphan’s Pension 3.7 4.2 4.5 4+ 03 + 63
her v v e e e e e 59 6.7 104 + 37 + 555
Total P 1450.5 16336 1700.6 + 67.0 + 4l
Assistance to the Unemployed und Snck—
Unemployment Benefits . , . P 22490 29123 29700 + 517 + 20
SicknessBenefils . . . . . . . . 2708 3359 3720 + 361 + 108
Special Benefits e e v e e 89.2 928 104.0 + 1.2 + 121
UnemploymentRelief . . . . . - 19.6 24.5 300 + 55 + 223
RelocuuonAsusmanchcme PR 22 35 49 + 14 + 40.
Other . . . . 07 04 0.5 + 01 + 17l
Towwl ... oL o 26313 33694 34814 +112.0 + 33
Other Wellure Programs—
Funcrul Benefits . . . BRI 1.5 14 15 + 0l + 49
Rental and Postal C i . 3.5 382 430 + 438 + 126
Mcrlygennd Reanelle G e 160 18.1 21.7 + 36 + 198
Assis . 53 127 229 + 103 + 813
CrisisAccommodation . . . . . . . 40 40 128 + 88 +2200
Assislance for Migrants . . . . . . 79 9.3 120 .+ 27 292
WelfnreProgramslnlheACT e 126 143 17.7 + 34 + 235
ther . . . e 8.6 126 14.3 + 16 + 128
Totat e e e e e e e 815 1106 145.8 + 352 + 39
Abongmul Advum:emenl Progmmsnec 96.3 16,7 132,3 + 156 + 134
General A d Other 4142 62.7 635.2 + 725 + 129
Recoveriesand Repayments . . . . . . 3.6Cr 5.3Cr 39Cr + 14 + 261
TOTAL SOCIAL SECURITY AND
R . 141124 16438.1 180470  -+16089 + 98

{a) Excludes block grants paid to the States and the Northern Territory for pre-school education. Those amounts

arcrecorded under the funclion Education.

115
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Components of Growth in Outlays :
1979/80-1984/65 (Estimates)-

In the five years to 1984-85, tofal outiays on social security and welfare are
estimated to increase by $9263m or 105%. The esti d increase in the C
Price Index (CPI) over the same period is 50%.. The increase by sub-function, and the

of 1984-85 spending and of the growth over the last five years, areshown in

the diagrams opposite.

Much of the increase in outlays is a result of maintaining the real value of certain
pensions and benefits through the automatic indexation of these payments to the CPL
However, the growth ‘in outlays over the five years by sub-function reveals some
changes in the pattern of social security and welfare spending:

assistance for the aged (excluding veterans) ts for 33% of social security
and welfare outlays but only 25% of the growth in.the past five years. While there
has been some real growth over the period, it has been relatively smatl. The effect
ofi ing numb iving age pensions has been partially offset by a rise in
the proportion who are eligible for. repatriation service pensions and by a tighten-
ingof pension means test ar 1

i to and their dep p 13% of outlays for the
function and' 15% of the growth in the last five years, The increased spending is
primarily the result of the ageing of the cohort of 1939-45 War veterans, an
increasing proportion of whom has become eligible for service pensions. The in-
crease also arises from the increasing proportion of pensioners receiving the
higher rates of pension for ly disabled andani i ber of
war and defence widows;
assistance to the handicapped represents 10% of the total outlays and 9% of the
growth over the last.five years, The increase is primarily the result of increased
invalid pension numbers, but also reflects an.expansion in services for the handi-
capped and the introduction of new all ;.
assistance to widows and sole.parents now represents 1% of the total and 12% of
the growth over the last five years, THe growing proportion of welfare outlays in
this area primarily results from the increased numbers of sole parent pensioners;

to-families.comprises 9% of the total and 7% of the growth. The rela-
tively small real increase in outlays reflects the small increase in.numbers of fam-
ily allowance recipients. It also reflects an expansion-of children’s services;

assistance to the unemployed and sick represents 19% of the total and 26% of the
growth: The increased proportion of ‘outlays on the unemployed arises from the
substantial increase in numbers involved. The p tag in outlays on
sickness benefits has also been greater than for the social security and welfare
function as a whole; and

the increase in the remaining components of the function (comprising 7% of the
total growth over the five years) relates.mostly toi d administrative.costs
for both the Departments of Social Security and Veterans’ Affairs. The former is
in part the result of increased unemployment beneficiaries and the effect of the
Stratplan computer and network re-equipment program. The latter relates in
part to increased service pensioners. These other components now comprise 5%
of outlays on social security and welfare.
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ASSISTANCE TO THE AGED
Age Pensions and Allowances

Eligibility for Age Pensions

Age pensions are payable to women aged 60 years and over, and to men aged 65
years and over.

R,

p must satisfy resid i and the pension is means-tested on
income and, from 21 March 1985, on cxthcr income or assets, These tests are applicable
to age, service, invalid, wife’s, spouse carer’s and widows’ pensions, supporting parents’
benefit and sheltered employment and rehabilitation allowances.

The income test for those aged under 70 reduces the pension by 50 cents for.cach $1
of non-pension income above $30 a week for a single pensioner and $50 a week (com-
bined income) for a married pensioner couple. For those aged 70 years and over, how-
ever, with non-pension income up to $200 a week (up to $333 for a married couple) a
minimum of $51.45 2 week ($85.80 for a married pensioner couple) is payable. These
special rates of pension are reduced by half of any non-pension income in excess of the
above limits. No income test applies if the pensioner is permanently blind,

The key features of the assets test to be applied from 21 March 1985 will be:

o it will apply to all social security and repatriation pensions currently subject to
the income test;,
the principal residence is excluded from the assets test;
the first $100 000 of other assets is exempt for pensioner couples who own their
own homes;
the first $70 000 is exempt for single pensioners who own their own homes;
these exemption levels are $50 000 higher for non-home owners;
above these amounts, the maximum rate of pension will be reduced at the rate of
$20 a.week for each $10 000;
under the pension rates that will apply at 21 March 1985, no pension will be pay-
able where assessable assets exceed $116 000 or $177 000 for single pensioners
and married pensioner couples respectively living in their own homes, The limits
for those whose assets do not include a home will be $166 000 and $227 000 re-
spectively; and
people with assets which diminish or preclude ehgxblhty for the pension but
which are held in a form dlﬂicult to convert into cash to cover ordinary living ex-
penses may be paid'i quivalent to the pension, Any paid in excess
of normal entitlement under the assets test will be a loan to be recovered from
their estate subject to the deceased’s estate being valued at $100 000 or more..
Such loans will attract interest at a commercial rate.

.

The assets test and income test are to apply separately so that only one or the other
operates. The actual rates of pension payable will be the lower of the rates produced by
the income test or the assets test, Blind pensioners will not be affected.

tal A

Invalid pensions for those under age pension age, nploy and te-

habilitation allowances, repatnatxon service pensions for those below service. pension

age, wife's pension and spouse carer’s payable tosp of pensi below
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age pension age are not subject to personal income tax, Additional payments for chil-
dren, remote area allowance, and supplementary assi or incentive all are
also tax free. All other basic rates of pension are taxable,

Associated Paymem.r
The followil d payments may also be made;

* Wife's pen.sion, which is payable to the wife of an age, invalid or service pensioner
who does not receive another pension in her own right;

Spouse carer’s pension, which was introduced from 1 D ber 1983, is payable
toa man who does not receive another pension in his own right and who is provid-
ing constant care and attention at home for his age, service or invalid pensioner
wife for.an extended or indefinite period;,

Additional pension for children, which is available to pensi with child
under 16 or dependent full-time student children aged 16 to 24;

Mother'sguardian’s allowance, which is payable to a single pensioner. with one
or more children;

Supplementary assistance, which may be paid to pensioners who pay rent, lodg-
ing or board and lodging to private landlords. The subsidy rate is 50 cents for each
$1 by which rent paid exceeds $10 a week, subject to a maximum level of assist-
ance, with the amount thus determined reduced by $1 for each $2 of non-pension
income; and

1"
* R,

area , which is payable to pensioners living in Income Tax
Zone A (including Special Zone A). The allowance, introduced in May 1984, is
payable to permanent residents of the Tax Zone, It is not payable to pensioners
aged 70 or over receiving the special rate of age or service pension, during ab-
sences overseas or in other cases of temporary absences in excess of 8 weeks. It is
deductible from the maximum claimable value of any Income Tax Zone A rebate
for which the recipient would otherwise be eligible,

Rates of P, of Age Pensions and All

The basic rates of pensions are i d ically each six months in accord-
ance with movements in the CPI, The rates are adjusted each November by the per-
centage increase in the CPI in. the six months up to the preceding June quarter, and'
similarly, each May by the percentage increase in the CPI in the six months up to the
preceding December quarter. Special rules apply should there be a negative movement
inthe CPIL

As a result of the fall in the CP1in the six months to the June quarter 1984 there wilt
be no indexation adjustment in November 1984. In line with its policy of increasing real
rates of pensions and benefits, however, the Government has decided that basic rates of

will be in d from 1. N ber 1984 by $2.50'a week for a single pensioner
and $2.10-a week for each married pensioner. The Government has also decided to in-
crease, from November 1984, the rates. of additional pension/benefit for children,
mother’s/ guardian’s allowance and supplementary assistance.
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The existing maximum rates of age pensions and additional payments and the ra.ts
to apply from November 1984 are set. out below. These ratcs also apply to service,
invalid and widows’ pensions, supporting parents’ benefits and sheltered employment
and rehabilitation allowances..

From
) 1 November
Pension or udditional payment Existing' 1984
Saweek Saweek

Pensions
Standard (or single) rute of pension- gzgg ?{é%g
Marricd rate of pension (each person), . . e e e e n B
Wife'spension .+ . 0 0 0 0 0 e 0 e Lo e
Spouse carer’s pension Ce e . .. PP X
Addisional paymenis
Additional gear{sion for each child (including students) lg% :338
Mother's/guardian’sallowance o ]
Supplementaryassistance. . . . . . - 40 e 2 L
Remote area allowance— 200 700

Single . . . . . T I T B I L

Married (cach person) N T PP ggg ggg

Additional ailowance for ach child z .

As a result of the higher rates of pension and additional payments the average rate
of age pension is estimated to rise from about $73.60 a week in 1983-84 to about $78.90
aweek in 1984-85, an increase of 7.2%.

Age Pensioner Numbers
The ber of age pensit is expected to rise from 1 382 700 at 30 June }9_84 to
1 388 000 at 30 June 1985, an increase of 0.4%. This reflects the expected increase in the
ber of people reaching age pension age partially offset by the effect of the assets test
and the proportion eligible for service pensions.

Outlays on Age Pensions and Allowances

Outlays on age pensions and allowances in 1984-85 are estimated to be $5748m, an
increase of $434,3m or 8,2%. This incorporates estimated savings from the assets test of
$9m in. 1984-85 for all social security pensions (the estimated savings in 2 full year for
all social security pensions is $30m). The following table summariscs the estimated
financial effects of the tic indexation i in May 1985 and the higher rates'
of payment announced in the Budget:

1984-85 Fult Year

sm sm
Basic rates of pension.
. lndcxulizninMsﬂzyggBS k'( B l') ............... 40 1247
® Increased rates $2.50 & week (single,
e 62,402 week (eachmarried) . . . . . 0 s o0 1063 153.0

Associated payments i
« Additional pension for children ($2a week)
o Mother's/guardian's allowance ($2zweek) .
o Supplementary assistance ($5 a week)

TOTAL . v« v v v v v e s I R 148.7 304.4
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Aged Persons’ Homes and Hostels

Under the Aged or Disabled Persons Homes Acs 1954, the Commonwealth assists
isations in the provision of suitabl dation and related facilities for aged
people, or disabled people aged 16 years or over. Grants on a $2 for $1 basis up to cer-
tain maximum limits may be made to religious, charitable and other approved organis-
ations and local government bodies to meet the cost of erection, extension or purchase
of these facilities. The maximum subsidies are reviewed periodically. For approved
projects commencing from I January 1983 the subsidy limits are $15 020 for single ac-
commodation units and $17 425 for double units, with a maximum subsidy of $1920 per-
unit for land costs. Expenditurc under the Act is estimated at $56m in 1984-85.

The Aged or Disabled Persons Hostels Act 1972 was designed to encourage the
provision of hostel dation for the aged. Grants under this Act are made only
in respect.of hostels which were approved for funding under the Act within the three
year period ing on 27 September 1972, (Grants for hostel accommodation ap-
proved after this period are made under the Aged or Disabled Persons Act 1954.) Sub-
ject to certain conditions, under this Act the Commonwealth meets the cost of hostel
accommodation provided by eligible organisations up to a maximum limit per person
for buildings. The maximum building cost limit is $22 530 per person for projects com-
mencing on or after 1 January 1983, In addition, up to $2400 per person may be pro-
vided for the purchase of land and a further $250 per person is available for furnishings.
Accommodation is allocated strictly on the basis of need, Grants in 1984-85 for projects
under construction at 30 June 1984 or expected to commence in 1984-85 are estimated
at$5m.

Total expenditure in 1984-85 on the purch-ase or construction of aged persons’ ac-
commodation is expected to be $61m, an increase of $8.4m or 15.9%.

Grants for pensioner accommodation under Housing Agreements with the States
and the Northern Territory are included under the Housing function,

Home.Care Services

The Commonwealth provides funds in. association with the States for a range of
home care services, mainly for aged persons, and for the provision of senior citizens®
centres and associated welfare officers.

Under the States Grants (Home Care) Act 1969, the Commonwealth sharesona $
for $ basis with the States the cost of approved housckeeping or other domestic assist-
ance provided mainly for aged pessons in their homes (home care), The Com-
monwealth also shares with the States, on a $2 for $1 basis, the approved capital cost of
senior citizens® centres and, on a § for $ basis, the cost of the salaries of welfare officers
employed in conjunction with such centres, Grants on similar terms are also provided
to the Northern Territory and the Australian Capital Territory for these purposes.

Grants towards the cost of approved home care services for aged or disabled per-
sons in their homes are estimated to rise from $24.9m in 1983-84 to $33.7m in 1984-85
because of past and prospective cost increases and the expansion of approved services.
Grants towards. the cost of the salaries. of welfare officers are estimated to rise from
$2.7m.in 1983-84 to $3m in 1984-85 because of the effect of salary increases and an in-
crease in the number of approved positions.,

The. Government has decided to provide $7m in 1984-85: for'the construction of
senior citizens’ centres.
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Grants. towards the cost of home care services in. the Northern Territory are
expected to rise from $82 776 in 1983-84 to $268 000 in 1984-85 to provide for an
expansion in home care services, an increase in. the number of welfare officers and the
construction of a senior citizens’ centre in Darwin. $407 000 has also been provided for
home care services, salarics of welfare officers and the construction of a senior citizens’
centre in the Australian Capital Territory. (Funding is included within the sub-
function ‘Welfare Programs in the Australian Capital Territory’ below).

Under the States Grants (Paramedical Services) Act 1969, the Commonwealth
shares on a $§ for $ basis with the States the cost of approved paramedical services pro-
vided wholly or mainly for aged persons in their homes. Victoria, South Australia and
Tasmania are participating in the program. Grants in 1984-85 are estimated to be
$1.5m.

The Delivered Meals Subsidy Act 1970 assists in the establishment, expansion, im-
provement or maintenance of approved ‘meals on whecls’ services, The basic rate of
subsidy is 50 cents a-meal.

in 1984.85, expenditure on delivered meals subsidies is estimated to be $6.8m, in-
cluding an additional $750 000 in recognition of increased production and delivery
costs being faced by some isations. This i d assi will be available from

1 January 1985 to those organisations which enter into arrangements with the Depart-
ment of Social Security on terms and conditions.

The Government has decided to restructure its support for home and community
care services, It will introduce a new Home and Community Care (HACC) program in
the form of a three-year, cost-shared, rolling program subject to satisfactory nego-
tiations with the States, the Northern Territory and the Australian Capital Territory. It
isintended that, from 1 July 1985, new legislation will give effect to agreements reached
between the Commonwealth and the States and Territories and that this legistation will.
then replace relevant existing legislation for a ber. of current ity care
programs including home nursing (see Health function), The new program, which is
estimated to cost the Commonwealth in excess of $300m over the first three years, will
be directed towards aged and younger disabled people and families in need of home
care services, In addition to funds provided in 1984-85 under existing legislation, the
Commonwealth has allocated an additional $10m for this program in 1984-85, which
will be provided on an unmatched basis to the States and Territories if satisfactory
agreements are reached with the Commonwealth concerning the new program. A con-
dition of the agreements will be that States maintain their commitments under existing

cost-shared programs. Funds have also been allocated for a high-level Commonwealth,
team to negotiate the introduction of the new program with the States and Northern'

Territory,

Total Commonwealth spending on home care services in 1984-85 under this func-
tion, including HACC, is estimated to be $66.4m, an increase of $27.8m or 72.3%.

Hostel Care Subsidies
Under the Aged or Disabled Persons Homes Act 1954, the Commonwealth
currently pays a personal care subsidy and a hostel care subsidy to eligible organisati

providing hostel type accommodation and services for aged or disabled people. The
hostel care subsidy is paid in respect of residents of approved hostels. The rate is to
increase from 1 January 1985 by $1 a week to $11 a week. The personal care subsidy is
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paid in respect of hostel residents assessed as iring, and receiving, assi: in the
perl'9rmance of daily liv'ing tasks. The subsidy is payable in addition to- hostel care
subsidy. The rate of subsidy in respect of those receiving both hostel and personal care

services will be increased from $50 to $55 a week from 1 January 1985,

The Government has also decided to introduce a respite care bed subsidy to
encourage the provision of respite care beds in hostels, This initiative will assist those
families and individuals who care for elderly people in their homes but who require a
facilfty to allow short breaks from the demands of care at home. A respite care bed
subsfdy of sx‘vl a week is to be paid in respect of an approved respite care bed where that
bedis _oocupxed for 14 days or Iess during a 28 day period or $55 a weck where the bed is
occupied for at least 15 days during the 28 day period, These new arrangements are to
take effect from 17 January 1985,

Inaddition to the above arrang further assi: will be p

t ¢ 3 ided to hostels
p g care in app 7 special facilities:catering for ambulant d ia
sufferers. An amount of $0.4m will be available for this purpose in 1984-85. The
amount of each grant will be determined by the Minister for Social Security,

The revised arrangements outlined above are estimated to add $2.9m to outlays
1984-85 and $6.0m in 1985-86, i

Outlays in l9§4—85 are estimated to total $50.2m, comprising. $28.7m on the
pcrspnal care subsidy, $20,3m for the hostel care subsidy, $0.8m for the new respite care
subsidy arrangements and $0.4m for grants for facilities providing for ambulant

(]i;g;er;;ia sufferers. This represents an increase of $10.1m or 25.1% over total outlaysin

ASSISTANCE TO VETERANS AND THEIR DEPENDANTS
Disability Pensions and Allowances

Disability pensions and allowances are available to certain veterans and their
dependants,

Eligibility for Disability Pensions

The term ‘veteran’ includes any man or woman eligible for consideration under the.
Repatriation Act 1920 or associated Acts by virtue of service in the Australian armed
forces, ‘Service’ includes service in the 1914-18 War, the 1939-45 War, the Interim
Forces, the Korean and: Malayan Operations, the Far East Strategic Reserve, special
service in South East Asia (including Vietnam) and service with the Defence Force on
or after 7 December 1972, Repatriation benefits are also available to certain merchant
map’ners who suffer incapacity or the dependants of those who died as a result of enemy
action or capture or detention by the enemy; to former members of the Royal Papuan
Constabulary and. New Guinea Police Force who- operated under Australian Army
Command from 7 December. 1941 to 31 December 1945; and to ali representatives of
Australia who served with, or the dependants of those who died while serving with,
peacekeeping, observation and monitoring forces,

The liability provisions of the Repatriation legislation differ slightly in relation to
different conflicts and the nature of service but broadly, benefits are available for death

or incapacity resulting from eligible service. Disability pension is not subject to personal
income tax or an income test.
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Pensions are paid to eligible veterans in three main categories: . - -
o the Special Rate (including the Totally- and Pctmanently lnupnclmed or
T & PI).Pension, payable toa veteran who, as a refult of service, is blinded, of is
totally and permanently incapacitated to the extent. that he or-she'is unable to
earnmore than a negligible percentage of a living wage;:
o the Intermediate Rate, payable to a veteran who,; because of service-related
disabilities, can work only part-time or intermittently; and
o the General Rate, payable to a veteran who suﬂ'éfs froii service-related inca-
pacity but who is still able to work full-tlme. The amounts payable range from
10% to 100% of the General Rate; gtothe &d dégreé of incap
Dependants’ pensions are paid to the wives of incapacitated veterans and to their
children. These pensions are paid at rates that depend on the assessed degree of the vet-
eran’s incapacity. When the death of a has been accepted as service-related or
at the time of death he was receiving, or is later adjudged to have been eligible to re-
ceive, a pension at the Special Rate or as a double amputee, his widow qualifies fora
war or defence widow's pension and iated benefits, while cach of his children re-
ceives a pension at ‘orphan’ rates and associated benefits. Other dependants of decéased
veterans may qualify for pensions in certain circumstances,

Associated Payments

Various allowances are provided to supplement.the disability pension. These allow-
ances vary according to the type or severity of disability and'the special needs of the
pensioners, These include:
o Temporary Totally Incapacitated (TTI) pension which i isan additional rate of pen-
sion paid'to a.veteran who has been classified as temporarily. totally incap
cause of a service-relatéd incapacity and is unable to earn other than.a negligible per-
centage of a living wage. The rate-of TTI pension, when combined with the.disability
pension, equals the Special (T & PI) Rate.
o Temporary Incapacity All which is payable at a rate up to the equivalent of
the Special Rate pension to veterans who, for a continuous period of more than four
weeks, undergo- hospitalisation and quential. conval or treatment for a
service-related incapacity.
o Loss of earnings allowance which is paid to veterans who hnve suﬂ‘ered loss of earn-
ings during the investigation of a claim or while i treatment for a
service-related disability. In certain circumstances it may also be paid in-respect of loss
of earnings caused by any illness or incapacity. The allowance is paid cither at a rate not.
exceeding the Special Rate pension less any disability pension in payment at the time,
or at atate equal to actual loss of earnings, whichever is lower.

Rates of Pensions and Allowances'

Disability pensions for veterans are linked to movements in the CPI and.are.nor-
mally adjusted each May and November. Asa result of the fall in the.CPI,ove‘r the six
months.to the June quarter of 1984 these pension rates will not i in M t
1984 but will continue at their present teveks. Adjustment of the rates.in May 1985 will
depend on the movement in the CPI to the December quarter 1984,

War and defence widows" pensions are-payable at the.sams rate as the civilian.
widows' pension and the single rate of service pension; they are also subject to the same.
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indexation arrangements: (Ehere. will be no automaticincred in the rates'in Novernt
1984.y'1'hc Government, however,. has:decided. to- ingrease yar and-defence widows®

pensions.by $2.50 s woek from ] Novembcr 1954, in lmcawnh the increase;in the civilian
widow’s pension and the single rate of “service pension,

Supplementary pensions-and all 4-are not sisbjéct to automauc indexation
but the Government has, decided to.increase the rates of various minor Repatriation
benefits from November. 1984 in line with the: ‘movement in the CPI for the year to 30
June 1984, The maximum rate of funeral benefit will also be increased by $50 10 $550 in
respect ¢ of dea!hs onor after l Noveniber'1984;

The existing and; pxopued rates of these pensions and allowances are shown in the
followmgtable. .

) From

e - . November

Benefit L. L Existing 1984

D-;ubimy Pensions— Saweek Saveek
pecialRate . . . . L L .

IntermediateRate: . . . . . , , :plgg I7;.30

Qenensl Rate (100%) ., | [ : 6460 sas

wnrr and Defence Widow . 89.40 g‘l‘%

nwe ..., D ) Y X
ExchChitd * | . D0 1% i%
War Orphans— i 3

Father dead—each child e . 1845 19.20

Alm'.',?'"““"“bf‘“éi“"s"&ed . 3690 3840

ces payable under. ule.’5 10 the Repat " ’
" lml.»lulllfonund/oflouofvmm- epa ristion Act’ 'for certain
lems .
Items7-18 . ., . .., ., 2 9550
Clothing Allowance— 530103530

Highest sate.

Middie rte %

At;:ndh:nuAllownnu— o

g}

Lowerrate . ., . . . . z 3250
DomesticAllowance . . . . . .. . L. X %gg
Recmuon'rmmpormllowancc (amo S ’ "

{i‘l,meru e 59.00 61,40

wer rat C e e e e y 70

Gift Car Aflowance (ayear) ., . , , . . . .. . . ... 73:% 7?6’";8
FuneralBenefit . " . . . . . .. L 500.00 550,00
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Numbers of Disability Pensioners.

At 30 June 1984, there were 407 277 and their depend: in receipt of
pensions for the veteran’s disability or his service-related death. During 1984-85 the
number is estimated to decrease by some 3000 to 404 300;

The following table shows actual numbers of recipients of disability pensions by
category at 30 June 1984 and estimated numbers at 30 June 1985:

Numbers of Reciplents of Disability Pensions

% change over
At30Junc 3984  At30Junc 1985 previous year.

Incapacitated velerans—

Specialrate . . .. ... L ... 20125 21800 + 83
lm;ncdiale sale L .. . . e e e e . 1142 1008 =17
te- -
Gel’:)eo";ms ............... 18878 18 300 - 3.1‘
0B-95% o 0 v v v e e e 125817 122210 - 29
D Ti i "
Wives . . . . L e e 160 554 157347 =20
Cl:zllcdsrcn‘ ............... 22031 21498 - 24
Others & v v v v 0 v e e e e e 520 520 o
Dependants of deceased veterans—
\g’earund Defencewidows . . . . . . ., 55233 58825 + 65
Omhans .+ v v v v v v e n e 966 1055 + 9.2
Others. « v v v v v v e e e e e 191 1737 - 9F
TOTAL . . . .o v v e, 407277 404 300 - 07

While the total number of disability pensioners is expected to decline, the numbers
receiving the higher Special T & PI Rate and war and defence widows’ pc‘nsions are
expected to increase. This reflects.in part the ageing of the veteran population. In ad:
dition, the rate of success of claims arising from court and Administrative Appeals Tri-
bunal decisions has continued to be high, while the numbers of claims from veterans
and their dependants wishing to test their eligibility, and of applications to. re-open
claims or for i d pension have also inued at a high level, It is expected that
the number of " iving disability pensions will continue to decline, but. that
the average rate of disability pension will increase. The following table provides actual
and estimated numbers of ex-servicemen and women at 30 June in the years 1984 to
1987

Numbersof
Ex-serviccmen
Is\g.‘liulme and Women
580800

1984 v v o v o s P
19BS (estimate) . .. v e e e gg;m
1986 (estimate) .+ 4w 4 o v v . w e e e e e ity

1987 (estimate} . . . . v v w0 e e

Source: Department of Veterans' Affairs,

Outlays on Disability Pensions and Allowances

The cost of the increase in war and def idows’ pensi . in No ‘ ber 1984 is
estimated to be $4.9m in. 1984-85 and $8.2m in a full year, while the esm.natcd cost of
the expected automatic indexation increase in May 1985 of these pensions and vet-
erans’ disability pensions is $2.4m in 1984-85 and $15.6m in.a full year. Increases to
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minor benefits and all in N ber 1984 are esti d to cost $0.4m in
1984-85 and $0,7min a full year,

Total outlays on disability pensions and ajlowances in 1984-85 are estimated. to be
$816.0m, an increase of $86.9m or 11.9%,

Service Pensions

Eligibility for Service Pensions

Service pensions may be payable to:

® male veterans who served in a theatre of war and who have attained the ageof 60
years or are permanently unemployable;

 female veterans:who served in a theatre of war or embarked for service abroad
and have attained the age of 55 years or are permanently unemployable;

. ¢ bers of the Defence' Forces of British Commonwealth countries who
satisfy theabove criteria and have at least ten years residence in Australia;

o ex-members of formally raised Armed Forces of Allied countries who mcet the
same criteria as apply to members of the forces of a Commonwealth country, pro-
viding they have not servediin the forces of a country that was at the time at war
with Australia;

® Australian matiners who served in a theatre of war during the 1939-45 War and
who were domiciled in Australia at.the time of their service; and'

© merchant mariners of Commonwealth and Allied countries who meet the same
criteria as veterans of those countries;

Service in a ‘theatre of war’ means, in respect of the 1914-18 War or 193945 War,
service ‘at sea, in the field or in the air in naval, military or acrial operations against the
enemy in an area, or on an aircraft or ship of war, at a time when danger from hostile
forces of the enemy was incurred in that area or on that aircraft or ship of
war . . . Service in a theatre of war is accepted if a veteran is shown to have in-
curred actual personal danger from hostile forces.

In respect of certain later service, ‘service in an operational area’ and ‘special ser-
vice’ as defined are the qualifications equivalent to service in ‘theatre of war’,

A service pension is the broad equivalent of an age or invalid pension, The advan-
tages to the veteran are availability of the service pension five years earlier and, in cer-
tain circumstances, eligibility for a. wide range of Repatriation medical treatment ser-
vices, In addition, service pensions are subject to the same income test arrangements as.
social security pensions with -the exception. that any disability pension received is
disregarded as income for service pension income test purposes;

Asmoted earlier for age pensions, the Government has decided to introduce an ad-
ditional test: on assets for pension purposes, All service. pensions  except those paid to
blirid veterans will be subject to the new test,

Service pensions paid on account of. age are subject to income tax. Those paid to

people below service pension age on account of permanent unemployability, are
exempt from tax.
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Rates of Payment

Service pensions are paid at the same rates as age pensions and service pensioners
are cligible for the same range of additional payments as are age pensioniers. As noted
under age pensions, the Government has decided from November 1984 to i the
basic rates of pension by $2.50 a week (single pensioner) and $2.10 a week (each mar-
ried pensioner) and to increase the additional pension for each child to $14 a-week, the
maximum rate of mother’s/guardian’s allowance to $10 a week and the maximum ate
of supplementary assistance to $15 a week.

Numbers of Service Pensioners
At 30 June 1984, there were 375 505 sesvice pensioners (mcludmg w:ves) and by 30
June 1985 the number s dtoi by30500!0406000
It is expected that the ber of p r 1g service pensions will inue to
increase in line with current trends until 1987 when the numbers should peak. The age
profile of ex-servicemen is illustrated in the following table:.
Age Profile of Ex-Servicemen at 30 June 1984

Ex-servicemen
‘Total male aspercentage
Percentage. population of total male
Number of of total: (age25and population at
ex-servicemen  ex-servicemen over)  correspondingage
000 % o0 %
18 03 653.1. 03
1.5 22 6278 1.8
16.5: 3 5950 28
922 L7 469.7 20
7.0 L3 40t.0° 17
288 54 3750 17
94.8 17.8 378.2. 56
1385 259 3312 41.8
1105 20.7 2481 4.5
644 121 197.0 27
290 5.5. 121) 240
218 40 9.4 239
5338 1000 448846 nse
Source: Department of Veterans' Affuirs.
Outlays on Service Pensions and Allowances
The cost. of the increases in. the rates of service pénsi additional pensions. for
children, mother’ s/guardnana allowance and supplementary assi in November
1984 and of the in service. fons in May 1985 is

estimated to be $38m in 1984-85 and $88m in a full year.. Estimated reductions in ser-
vice pension payments as a result of introduction of the assets test are $9m in 1984-85
and $30m in a full year,

Total outlays on service pensions in 1984-85 ate estimated to be $1505.0m, an
increase of $210,7m or 16.3%. This reflects the esti d increase in bers. during
1984-85, the full year effect of i d numbers and pension rates in 1983-84, thein-
creases in pension and benefit rates in November 1984 and the expected increase in ser-
vice pension rates in May 1985 in line with projected movements in the CPL
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Other

Provision of $1.75m has been included in the Budget for the introduction of ar-
rangements with the States or existing service organisations for the provision of a range
of home help services for aged or disabled veterans. The services will be providcd to:
help maintain aged veterans in their home environment (including h keeping and
other domestic assistance).

ASSISTANCE TO THE HANDICAPPED

Invalid Pensions and Allowances

Eligibility for Invalid Pensions and Alfowances

Invalid pensions are payable to peaple aged 16 years or over who are assessed as
being permanently incapacitated for work (to the extent of not less than 85%) or who
are permanently blind, Invalid pensions are subject to the same means testing as age
pensions but the income test (and the new assets test) is not applied if the pensioner is
per Ty blind, Resid, qualification is also necessary unless the permanent inca-
pacity or blindness occurred in Australia.

Rates of Payment '

Invalid pensioners are eligible for the same fated p ts as age p
In addition, invalid pensioners: undertaking training in approved activity therapy -
centres and adult training centres receive a means-test-free incentive allowance which
is paid in ficu of and at the same rate as supplementary assistance.

The rates of payment for invalid pensions and additional payments are the same as
for age pensions: They wnll beil d by the same as for age pensions. Incen~
tive allc , like sup tary assi will also be increased by $5 a week to
$15aweck from November 1984,

The average rate of invalid pensxon (including additions for children and sup-

tary. is estil d to rise from about. $80.00 2 week in 1983-84 to
about $86.20 & week in 1984-85, an increase.of 7.8%, This rise results from the Govern-
ment's decision toi rates of pension and-additional payments,

Number of Invalid Pensioners

. At 30 June 1984 there were 307 800 invalid pensioners (including spouses of invalid
pensioners in receipt of wife's pension or. spouse. carer’s pension), During 1984-85 the
number is estimated to increase by 17 200 t0325.000.
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Outlays on Invalid Pensions and All

OQutlays on invalid pensions and allowances in 1984-85 are estimated to be $1466m,
an increase of $213.3m or 17,0%. The following table summarises.the estimated finan-
cial effects of the automatic indexation increase in May 1985 and the-higher rates of
payment announced in the Budget:

198455 Full Year

Sm Sm

Busic rate of pension
o IndexationinMay 1985 . . . . . . . .. . Ve e e e e 6.1 315

® Increused rales $2.50 a week (single)

$2.10aweek (eachmurried) . . . . . . . .. .. 264 kKih]

Associated payments
® Additional pension for children (S2aweek) . . . . . . . . . . . . 50 72
® Mother's/guardian’s nllorwnnoe ($2aweek) o L ..o 04' 0.5
@ Supp 'y ($5aweek) . ., . . . . 0.1 146
TOTAL . v o v v s v v v m v e e e e s e 417 915

Sheltered Employment Allowance

Sheltered employment all is payable to di men under 65 years and
women under 60 years engaged in approved sheltered empl who are qualified to
receive an invalid pension or who would become so quallﬁed if they ceased'to be pro-
vided with sheltered employment. The rates of pay and iated all and
the increases in 1984-85 are the same as for invalid pensions, The allowance is subject to
the same income test (and agsets test) as invalid pension: A non-taxable incentive al-
lowance is paid rent-test-free and income-test-free to recipients of sheltered employ-
ment allowance. As previously noted, the incentive allowance will increase from $10a.

week to $15a week from 1 November 1984,

The estimated cost of the automatic increases in the rates of sheltered employment
allowances is $0.2m in 1984-85 and $1.0m in a full year, The other increases in rates of
assistance, including the higher rate of incentive allowance, will cost a further $2.4m in
1984-85 and $3.5m in a full year,

Total outlays on sheltered 1 1k
$52m, an increase of $6.1m or 13.. 2%

Td

in 1984-85 are estimated to be

Mobility All  for Severely Disabled Persons

Severely disabled persons aged at least 16 years who are gainfully employed or
undertaking vocational training and who are unable to use public transport because of
their disabilities may be eligible for a ble mobility all of $10 per week.
Expenditure is estimated to be $7.4m in 1984-85 compared to $4.5m in.1983-84.

Rehabilitation Allowances

Since March 1983, all those undertaking a rehabilitation program with the Com-
monwealth Rehabilitation Service and otherwise eligible for a social security pension or
benefit are eligible to receive a non-taxable rehabilitation allowance equivalent to the
invalid pension, The allowance is subject to the same income test (and assets test) con-
ditions as invalid pension and is paid during treatment or training and for up to six
months thereafter. The cost of this allowance and training and living-away-from-home
allowances in 1984-85 is estimated to be $24.4m.

130

Handicapped Children's Benefits and Allowances.

A non-taxable handicapped child’s all of $85 a month is payable to the

or guardians of ly handicapped children under the age of 16 years who

arc being cared for at home and need care and ion. The all con-

tinues to be payable.in respect of d dent full-time students aged 16-24 years. It is

not payable if the student is in rcccipt of an invalid pension. It may also be payable,

wholly or in part, in respect of handicapped children who need marginally less care and
attention than severely handicapped children.

The number of recipients of handi d child’s all

at 30 June 1984 was

28 500 and this numbes is esti dtoi to 29 200 by 30 June 1985, Expenditure
isestimated to rise from $27.7m in 1983-84 to $30.0m in 1984-85,
The C Ith pays a handicapped children’s benefit to non-profit organis-

ations and local government bodies running approved homes which provide accommo-
dation and care for disabled children, The rate of benefit is $5 a day for each child under
16 years of age., The benefit may continue to be paid to an eligible organisation when a
child is absent from the institution for a short period only, such as a weekend home visit,
Expenditure is estimated to increase.from $1.6m in 1983-84 to $1.8min 1984-85.

Handicapped Persons’ Facilities

Under the Handicapped Persons Assi: Act 1974, the Commonwealth pro-
vides subsidics on a $4 for $1 basis to approved non-profit organisations (which may
include local government bodies) for the purchase, construction, extension, alteration,
rentai and maintenance of premises that cater for people with disabilities,

Services qualifying for subsldy comprise training, activity therapy and sheltered em-
ploy as well as residential dation for handi pcople who use these
services. Residential accommodation also qualifies for subsxdy ifit is for people who, be-
cause of a disability, need special accommodauon to allow them to engage in normal
outside employ . For app dation p g after 1

January 1983 the maximum subsidy limits are $18 024 for smgle accommodation units
and $20 910 for double units.

Subsidies on a $4 for $1 basis may be provided for the cost of furnishing and equip-
ping the various types of centres, including leasing and replacement of approved equip-
ment. Assistance with operating costs is provided by means of staff salary subsidies gen-
crally paid on a $ for § basis, although a higher proportion of salaries, up to 100%, may
be paid during the first two years of operation of new services and a maximum salary
subsidy of 80% may be paid in respect of selected key staff employed in the third and
subsequent years of operation of an approved service.

A training fee of $500 is payable to eligible sheltered employment services for each:
former disabled employee who, after completing at least six months sheltered employ-
ment, transfers to and retains full-time paid open employment for 12 months or more,
From.1 October 1983-an open employment incentive bonus of $500 is also payable to
each person who meets these conditions. The bonus is not treated as income. for pen-
sion/allowance and benefit income test purposes and is exempt from tax,

In addition to outlays under the Act, $0.8m will be made available in 1984-85 to

ded to upgrade.the effecti and the' quahty of Common-
wealth subsidised services for handicapped people, an increase of $0.3m on 1983-84,
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Total outlays on handicapped persons’ facilities in 1984-85 are estimated to be
$97.0m, an increase of $21.1m or 27.7%. This increase refiects the Government’s
decision earlier this year to provxde $9m for new capital projects in addition to the $7m
of capital projects approved in previous years. It also. reflects the recurrent costs
associated wnh these approvals and the full-year effect of the cost of services estab-
lished in 1983-84.

Rehabilitation Services

The Commonwealth Rehabilitation Service (CRS) provides treatment and training

to enable disabled persons to realise their full potential in physical, mental, social and
ional terms, Tr and training are provided free. if there is a reasonable
prospect of the potential recipients being able to undertake full-time, part-time or shel-
tered employment or household duties or of their becoming capable of leading an

4, ss g 4

P or p  life at home,

The following broad categories are accepted for rehabilitation:

. foners and clail for pension who would be:likely to derive substantial
beneﬁv. from that treatmént and training;

o beneficiaries and claimants for benefit who, without that treatment and training,
would be likely to become unemployable;

o people being paid allowances under section 9 of the Tuberculosis. Act 1948 who
would be likely to derive substantial benefit from that treatment and training;

¢ people aged 14 or 15 years who, without treatment and training, would be fikely'

to become qualified to receive invalid pensions on-attaining the age of 16 years;
and

o men aged from 16 to 65 or women aged from 16 to 60 who would be likely to

derive substantial benefit from that treatment and training,

People who do not fall within these eligibility criteria may be accepted for rehabili-
tation on a paying basis,

The number of people accepted for rehabilitation and. training is expected to in-
crease from 7000 in 1983-84 to around 8000 in 1984-85.

Provision has been made within the.1984-85 Budget for the Commonwealth’s share
of the costs of operating a rehabilitation centre in Hobart jointly with the Tasmanian
Government ($1.5m in 1984-85), for. the operation of a permanent rehabilitation. fa-
cility in Newcastle in conjunction with facilities operated by the NSW State Health
Authority ($0.3m), and for a similar joint rehabilitation facility in Darwin ($50 000).

In addition to its multi-purpose centres, the CRS presently operates seven Work
Preparation Centres—two each in Sydney and Melbourne and one each in Brisbane,
Adelaide and Perth—which prepare mildly intellectually handicapped young people
for open employment. In full operation, the seven centres will train up to.500 people &
year for suitable employment..

In the last few years the CRS has concentrated on decentralising its services to reach
clients in their own envi mainly by outposting k teams in most major’
provincial cities and towns and by the use of mobile teams to service more remote areas..
At present there are 33 outposted regional teams and seven mobile teams serving nearly:
half of CRS clients annually,
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Total expenditure, including payments for joint facilities as mentioned. above but
excluding Rehabilitation Allowances, is estimated to rise from $32.8m in 1983-84 to
$35.6m in 1984-85 as a result of the full-year effect of price and salary increases that
occurred during 1983-84 and the increase in the number of clients able to be serviced by
the more decentralised organisation.

Other

In 1983-84, $0.4m was spent on financial assistance to organisations towards the
production costs of braille and audio book equivalent material for people with print-
handicaps; $0.6m is provided for this scheme in 1984-85.

ASSISTANCE TO WIDOWS AND SINGLE PARENTS

Widows’ Pensions and Allowances
Eligibility for Widows' Pension
ar ble to widows, subject to the same income (and assets) test as age
penslons. if wxdowhood oceurred outside Australia, a residency qualification applies.

There are three classes of widows who receive pension:

o Class A widow—a widow with at least one qualifying child in her care;

o Class Bwidow—a widow without a qualifying child and who is at least 50 years of
age (or at least 45 years of age if her Class A pension ceased after she reached that
age because she no longer had a qualifying child in her care); and

¢ Class'C widow—a widow under 50 years of age without a qualifying child-and
who is in necessitous circumstances within 26 weeks of her husband’s death,

For all classes, the term ‘widow’ includes a woman who was the.common-law wife

of a man for at least three years immediately before his death. For Class A and B, it also

includes a wife: who has been deserted for at least six months, a divorced' woman or a
woman whose husband has been imprisoned for at least six months,

Rates of Payment

The pension is payable at the same rate as age pension and will be i d in line
with age-pension from 1 November 1984. Widow pensioners are also eligible for the
same additional payments as are age pensioners which, as described above, are also to
increase from November 1984, .

The average rate of pension for Class A widow pensioners is estimated to rise from.
$110.00-a week in 1983-84 to $121.80 a week in 1984-85, an increase of 10.7%, The,

average rate for Class B and Class C wid ions is esti d'to rise from $84.30a
wecek in 1983-84 t0 $90.70 a week i in 1934-85 ani of 7.6%. The i arise
primarily from the Government’s decisi to i standard pension rates and

associated payments,

Numibers of Recipients of Widows! Pensions

At 30 June 1984 there were 81 200 Class A widows, 81 800 Class B widows and' 100
Class C widows in receipt of pensions; It is estimated that the number of Class A widow
pensioners will decrease by 1200 to 80 000 during 1984-85 and the number of Class B
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and Class C widow pensioners will increase by 1100 to-83 000. The decrease in the
number of Class A widows would appear to arise mainly from the increased proportion
of sole parent pensioners receiving supporting parents’ benefit (see further below).

Outlays on Widows' Pensions

Total outlays on widows' pensions and all in 1984-85 are estimated to be
$908m, an increase of $78.5m or 9.5%. The following table summarises the estimated
financial effects of the ic indexation i in May 1985 and the higher rates
of pension and all S din the Budget:

1984-85 Full Year
Sm Sm
Basic rate of pension
® IndexationinMay$985° . . . . . . . . . . ... . ..., 33 174
® Increasedrate ($2.50aweek) . . . . . . . . .. . . . e 14.7 21.2.
Associated payments
* Additional pension for children (S2nwe¢k) ............ 10.6 153
® Mother's/guardian’s allowance ($2aweek) . . . . . . . . L 58 84
® Supplementaryassistance ($5aweek) . . . . . . .. 0 . . ... 4.5 6.5
TOTAL . o v v v b v s v o v e e e e e 389 68.8

Supporting Parents’ Benefits and Allowances

Eligibility for Benefit

Supporting parents’ benefits are paid.to sole parents who care for at least one child.
under 16 years of age or a dependent full-time student aged 16.to 24 and who are not
receiving another pension or benefit. The benefit may also be paid to a married person
who is left with the responsibility of caring for a child or children because his or her
spouse is unable to live at home.indefinitely as a result of ill health. People who have
adopted or maintain a child and have never married, are widowed, divorced, or
separated may also be cligible for the benefit, The benefit is subject to the same income
and assets tests as age pension. There is also a residence qualification if the claimant was.
not living in Australia at the time of becoming a supporting parent.

Rates of Payment

The benefit and iated allo are payable at the same rates as age pensions
and allowances and will be increased in line with these payments from November 1984,

The average rate of benoefit (including additions for children and supplementary
assistance) is estimated to rise from $113,30 a week in- 1983-84 to $125.45 a. week in
1984-85, an increase of 10.7%. The increase arises primarily from Government de-
cisions to increase the basic benefit rate and the rates of additional pension for children,

mother’s/g (] and suppl y assistance,

Numbers of Supporting Parent Beneficiaries

At 30 June 1984, there were 153 600 supporting parent beneficiaries. It is estimated
that the number will increase by 14 500 to 168 100 by 30 June 1985, an increase of 9.4%.
The total number of supporting parent beneficiaries and Class A widow pensioners is
estimated to increase by 5.7% by 30 June 1985,
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Outlays on Supporting Parents’ Benefits

Total outlays on supporting parents’ benefits. and allowances in. 1984-85 are
cstimated to be $1083m, an increase of $193.4m or 21.7%. The following table sum-
marises the estimated financial- effects of the automatic indexation increase in May
1985 and the higher rates of payment announced in the Budget:

1984-85 Full Year

Sm Sm
Basic rate of benefit
o [ndexationinMay 1985 . . . . . . . . . e e e s e e 0w 34 179
® Increasedrate ($2,50aweek) . . . . 4 . . e b e e e e 0w 145 209
Associated payments-
o Additional benefit for children ($2aweek) . . . . . . . . . . .4 200 289
© Mother's/guardian’sallowance (S2aweek) . . . . . . . . . .. 11.6 16.7
® Supplementary assistance ($5aweek) . . . . . . . o . . .. 9.5 137
TOTAL . . . v v s v e e v v e e e e s e e s 59.0 98.1
ASSISTANCE TO FAMILIES
Family Allowances

Family allowances are payable, free of income test, to people with children under
16 years of age or with dependent students aged 16 to 24 years receiving full-time edu-
cation at a school, college or university and not in employ . The allowances, which
are. not subject to tax, are usually pald to the mother. Parents of children receiving
student allowances under the Tertiary Ei A Sct and other related
student assistance schemes are not eligible for family- al for those child
Family allowances are not paid in respect of students receiving an invalid pension.

The rates of family allowances are:.

Samonth
First child 22.80
Secondchild (additional) . . v 4 . w0 b v e e e e e e e e 32,55
Thirdchild (sdditonal) . . . . . . . . L L oo e e 39.00
Fourthehild(additional) . . . « .« « + & v v v e s e e e 39.00
thandlmrchlldrcn(uddmonal) . B . e e e e . 45.55
Childinaninstitution . . . . . . . .. L Lo e e 39.00

The following table sets out the actual number of children in respect of whom fam-
ily allowances were paid'at 30 June 1984 together with the estimated number at 30 June
1985,

Childrenin families Total

Full-time Childrenin Change'

students institutions over'

Under aged 16t including previous

30June 16 24 years' Tolal  students(a) Number year
000 '000 ‘000" ‘000 000 %

1984 . . ..., 3985 330 4315 1 4326 +0.5
1985 (estimate) . 3990 340 4330 10 4340 +0.3

{a) At30Junc 1984 there were 800suchstudents.

Qutlays are estimated to increase by 0.4% from $1506.3m in 1983-84 to $1512m in'
1984-85 because of the small rise in the number of recipients.
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Family Income Supplement

The family i 1 provides non-taxable assistance to low income fam-
ilies who are not in receapt. of social security or similar pensions or benefits. A weekly
supplement equivalent to the rate of additional benefit for children is payable on an in-
come tested basis in.respect of each child under 16 or dependent student aged 16-24
years, provided they are not receiving education or similar allowances, The maximum
rate of family i 1 will i to $14 a week. per child from
1 November 1984 in line wnth additional benefit.

The maximum rate is payable where the p ’ combined income does not exceed
the income limit under the low income Health Care card arrangements for a married
couple without children ($215 a week at May 1984 and.$219 a week at November
1984). The maximum entitiement is reduced by 81 for each $2 of combined parental in-
come above this limit, At 30 June 1984 there were 26 500 families (with 74 000 chil-
dren) in receipt of family i 1 The number of families is estimated to
increase by 1000 to 27 500 (with 77000 children) by 30 June 1985, Expenditure is
estimated to be $49m in 1984-85 compared to $36.1m in 1983-84, the increase mainly
reflecting the increased rate of payment from November 1984 and the full-year effect of
thei d rate from November 1983,

Children’s Services

The Commonwealth provides capital and. recurrent assistance for a wide range of
services for children and their families. These include early childhood services such as
day care centres, family day care and emergency and occasional care: Services for
school aged children include before and.after school care-and. vacation care. Projects
supported include refuges for adol under the Youth Services Scheme, support
for families in crisis and special services for Aboriginal, migrant and disabled children.

Orgamsanons provn‘lmg day care for pre-school aged children are, as a condition of
1 t an income test and fee scale, Fee rebates funded by the
Commonwealth are prowded to families that satisfy the income test.

The pilot Youth Services Scheme has been extended. for another year to 30 June
1985 to maintain the operation of current services. From 1 January 1985 this program
will be absorbed within the proposed new Supported Accommodation Assistance
Program subject to satisfactory negotiations with the States and Northern Territory
(see further below). The scheme supports emergency accommodation and counselling
services for homeless young people and its costs are shared § for § by the Common-
wealth and the States and the Northern Territory. The estimated total cost of the:
scheme in 1984-85 is $1.6m.

The Family Support Services Scheme is to be ded to 30 September 1985 at an
additional cost of $2.4m in 1984-85, Funds have been allocated separately from the
Children’s Services Program at a level designed to maintain cxisting services. The
scheme, which is funded by the Cc ealth and-administered by the States and the
Northern Territory, provides funds for services to assist families during periods of crisis.

State Governments are co-operating with the Commonwealth in the development
of new day care services in high need areas. The States have indicated their willingness
to provide contributions toward the establishment of these services including land,
existing buildings, capital funds and capital works supervision, The Commonwealth has
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undertaken to meet a share of the capital costs and recurrent subsidies under normal
funding arrangements,

Expenditure on children’s services in 1983-84 was $80.2m. This excludes the block
grants to the States and the Northern Territory to assist in meeting the costs of pre-
school education which are recorded under the functional heading Education. Expen-
diture on existing approved services is expected to rise to an estimated $99.3m in
1984-85 because of the flow-on effect of the $10m provided for new services in the
1983- 84 Budget and other cost increases. With an additional $30m for new and

projects which include about $10m for Commonwealth/State cooperative
arrangements and new policy initiatives in 1984-85, including introduction of a new fee
relief system, total outlays on children’s services in 1984-85 are estimated to be
$124,7m, anincrease of $44.4m or. 55.4%.

Orphan’s Pension

A double orphan’s pension of $55.70 a month is payable, free of income test, to the
guardian of a child under 16 years of age or of a dependent full-time student aged 16 to
24 years. It is paid in respect of a natural child both of whose parents are dead, or if the
whereabouts of the sole surviving parent are unknown, or if the sole surviving parent is
in prison for at least 10 years or in 2 mental hospital for an'indefinite period. It may be
paid in respect of adopted children whose adoptive parents are in similar circumstances
and for a refugee child whose parents are not in Australia or whose whereabouts are un-
known. Orphan’s pension is not payable in respect of a: person who is receiving an
invalid pension,

At 30 June 1984 there were 6400 recipients. The number is estimated to increase to
6800 by 30 June 1985. Expenditure is estimated to be $4.5m in 1984-85 compared to
$4.2m in 1983.84, reflecting mainly the increase in numbers in receipt of orphans’
pensions.

Other

The provision for the operations of the Institute of Family Studies in 1984-85 is
$2.2m, which includes funds for the conduct of research and the making of grants to en-
courage family studics. A further $4.2m is also provided for grants to approved mar-
riage counselling organisations and pre-marital education organisations, of which
$0.1m is to be made available to promote.the services being offered by these organis-
ations. To maintain the level of educational activity for family planning, $0.9m. will be
provided in 1984-85. Grants to family planning associations for clinical services will in-
crease by $1.5m to $5.5m in 1984-85, and are provided under Health Program Grants
(see Health function).

ASSISTANCE TO THE UNEMPLOYED AND SICK

Unemployment, Sickness and Special Benefits

Eligibility for Benefits

Unemployment benefit is available, subject to an income test, to people who are un-
employed, willing and able to undertake suitable. work and making, efforts to obtain
work. Sickness benefit, also subject to an income test, is available to people temporarily
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itated for work. A discretionary special benefit may be paid to people ineligible.
for any other pension or benefit if they are unable to earn a sufficient livelihood for
themselves and their dependants.

To be eligible for unemployment or sickness benefit, a person. must be at least 16
years of age and under 60 years (females) or under 65 years (males). Unemployment
and sickness benefits are income-tested:so that the maximum.rate of benefit is reduced
by 50 cents a week for each $ of non-benefit income in the range of $20 to $70 a week
andona $ for § basis for non-benefit income over $70 a week.

The basic rates of these benefits are subject to tax; the associated payments are not.
Assoclated payments.

Unemployment, sickness and special beneficiaries may qualify for remote area al-
lowance, additional benefit for children, and mother’s /guardian’s allowance,

After receiving benefit for six ive weeks, sic beneficiaries may b
cligible, subject to a special income test, to receive supplementary allowance if they pay
private landlords for rent, lodging or board and lodging. Supplementary allowance is
payable on the same basis as supplementary assistance for pensioners.

Rates of Benefits and Allowances'

The basic rates of benefit are generally the same as for age and invalid pensions
except for single people under 18 years of age:and unemploymant beneficiaries 18 years
and over without dependants, The increases in the basic.rates of pension (noted under
age pensions) from November 1984 will therefore apply to benefits except for these two
categories. The Government has also decided to increase the rate that applies to.adult
unemploymient beneficiaries without dependants. by the $2.50 a week increase
applicable to single pensioners and other single adult beneficiaries and by a.further $2a
week in May 1985 in addition to the indexation increase to apply froin that time, The
rate of unemployment and sickness benefits for single people under 18 years of age
without dependants will'increase by $5 a week from 1 November: 1984 for those in con-
tinuous receipt of benefit for six months or more, The rate for single people under 18
years who have dependants will increase to the higher standard rate of pension/benefit
payable from November 1984, Existing rates of benefits and rates to apply from
November 1984 are sct out below:

‘From
November
Existing 1984
Saweck $aweek
Busic Rutes
Single under I8 yeurs without dependants 45.00 45 00(a)
Smglc under 18 with dependants 45.00 91.90'
Ui i over without & 78.60 81.10(h)
Other slngle 18 ycurs and over 89.40 91.90
Married (combined) . . . ., . 149.10 153.30
Additional Payments
Additionu! benefit for children. 1200 14.00
Mother's/guardisn’s ullowance 8.00 10.00
Supplementary allowance 10.00 1500
Remote area allowance
single o .00 0w PP W 700 7.00
married (combined) . . . ., . 12,00 1200
additional allowance for each child 3,50 3.50

{a) SI S6onnd I'Ikynar old beneficiaties in receipt of benefits for & period of six months duration or longer will receive
{b) Afurtherincrease of $2.u week on top of indexation will take effect from May 1985,
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‘The Government is to introduce tax rebates for certain beneficiaries to ensure that
those in receipt of benefits during the whole of the financial year are not liable to pay
perscnal income tax (see Statement No. 4).

Numbers of Beneficiaries
The average numbers of unemployment, sickness and special beneficiaries in
1983-84 and estimated for 1984-85 are as follows:

1983-84 1984-85
(Actual)  (Estimate)

Unemployment beneficiaries . . . . . 619 600 570000
Sicknessbeneficiaries . . . . . . . . 63200 62000
Special beneficiaries . . . . . . . . 19100 18 500

Outlays on Unemployment, Sickness and Special Benefit

Total outlays on unemployment benefit in 1984-85 are estimated to be $2970m, an
increase of $57.7m or 2.0% over the 1983.84 total. Sickness benefit outlays are
estimated to be $372m in 1984-85, an increase of $36.1m or 10.8% over 1983-84 and
expenditure on special benefits is estimated at $104m, an increase of $11.2m or 12.1%
over 1983-84,

The following table summarises the estimated effect on outlays of the automatic
indexation increases in May 1985 and:the higher rates of payment announced in the
Budget:

1984.85' Foll Year

sm $m
Busic rates of benefit
o IndexationinMay!985 . . . . . .. L e 0 a e e 1.8 7.8
+ Rate for unemployed over ls without dependants (§2.50 a week in November
1984andS2aweekinMay (985} . . . . . .. . L L. 0. 394 89.4
. Smule adult rate for others (32.50 aweek single; $4.20 a week combined married 93 s
. Rnlc fcr single 16-17 year olds without dependants (85 a week for those in receipt
of benefit continuously forover6months) . . . . . . . + . . . 23 35
« Rate for single 16-17 year olds with dependants (to $91.90 in November 1984 and
indexed thereafter) . G e e e e e e e e 05 (1%
Associated paynients
© Additional benefit forchildren ($2aweek) . . . . . . . . . . . L 19.2 29.1
* Mother's/guardian’s allowance (24 week) PR 05 09
» Supplementaryallowance ($5aweek) . . . . . . . . 0 . . 27 4.1
TOTAL . . v v v 0 v o o G e e e e 1057 2440
Unemployment Relief

The main activity under this heading is the Community Youth Support Scheme:
(CYSS), introduced in 1976, under which grants arc made to assist local community-
based committees toprovide unemployed young people with a range of cmployment-
oriented skills, to develop activities and build up their self-reliance. Following a review
in 1981-82, CYSS projects now aim particularly at providing training in work skills and
encouraging young people to gain work experience in community service and part-time,
casual and temporary work. Other changes have involved a closer lisison between
CYSS projects, the Commonwealth Employment Service (CES) and local educational
institutions, and the 2 of a greater of ethnic and geographically
isolated unemployed young people. Grants at three standard levels ($44 000, $72 000
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and $100 000) are provided for twelve months for projects that meet the requirements
for funding under the guidelines of January 1982, These grant levels, which apply from
1 July 1984, rep an g of 10.8% on 1983-84 grant levels.

In 1984-85, $26.2m has.been provided for CYSS projects. Expenditure in 1983-84
was $21.3m and provided for 306 projects.

There are also 25 other community-based youth projects involving unemployed
young people registered with the CES.. In 12 projects, known as the Volunteer Youth
Program, the young people undertake a variety of voluntary community service activi-
ties. The remainder fall under the Community Youth Special Projects program, and
offer a range of employment-oriented training activities to the young people involved,
In 1984-85, $0.5m has been provided for the Volunteer Youth Program and $3.2m for
Community Youth Special Projects, compared with expenditure of $0.4m and $2.8m
respectively in 1983-84.

Rol, tnm Aec Sk,

A

Ass with relocatic p is available, subject to approval by the CES, to
unemployed persons (or persons notified of impending redundancy) who have been un-
able to find continuing employment in' the local area within a reasonable time, Ap-
proval requires an offer of a job in another area, for which no local CES registrants are
suitable immediately or with training, The assistance covers. fares, removal expenses
(up to $2000), and re-establishment costs, legal and agent’s fees (up to $1500) or rental
allowances' (up to $500).

In 1983-84, 2790 p were rel d under this scl An of $4.9m is
provided in 1984.85 on the assumption that about 3920 applicants will be assisted.

Other

Tneltded

under this heading is $0.5m in 1984-85 for assistance to unemployed
people to attend job interviews with prospective employers.

OTHER WELFARE PROGRAMS

Funeral Benefits
A funeral benefit of up to $201is payable toa person liable for the funeral costs of an
eligible age or invalid pensi or of sheltered employment, rehabilitation or

tuberculosis allowance A funeral beneﬁt of up to $40-is payable to an eligible age,
invalid, wife, spouse carer or widow pensioner, a supporting, parent beneficiary, or a
person in receipt of a sheltered employment, rehabilitation or tuberculosis allowance,
who is liable for the funeral costs of a spouse, a child or another eligible pensioner,
Expenditure is estimated at $1.5m in 1984-85,

Telephone Rental and Postal Concessions

Pensioners, supporting parents’ beneficiaries and recipients of some other benefits
may be eligible for mail redirection concessions and a reduction of approximately one-
third in the basic annual telephone rental.,

Outlays on these concessions to social security and repatriation pensioners are.

estimated to increase from $38.2m in 1983-84 to $43.0m in 1984-85. This increase
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reflects the full-year cost of 1ast year's decision to index the income limits for Common-
wealth fringe benefits, and the increase in telephone rental charges.

Mortgage and Rent Reltef

In 1984-85, $21.7m will be provided to the States and the Northern Territory for
assistance under the Mortgage and Rent Relief Scheme, This program, which during
1984-85 is to be incor d as a sub-program under the new 1984 Commonwealth
State' Housing Agrecment (:ee Houslng function), provxdes for assistance to low
income home buyers experiencing extreme dxfﬁculty in meeting their mortgage

pay andtolowi private renters experiencing similar difﬁcuhy in meetmg
rent payments or in gaining access to private rental Jation, Cc
funds are provided to the States and Northern Territory on a § for § matching basns
with similar new expenditures by the States. Comparable arrangements operate in the
Australian Capital Territory (see further below). Expenditure in 1983-84 under this
program totalled $18.1m.

Supported Accommodation Assistance

The Government has decided to introduce, subject to agreement with the States and
the Northern Territory, a new Supported Accommodation Assistance Program to oper-
ate from ! January 1985 to 30 June 1989. The program is intended to replace the
Homeless Persons’ Assi: Program, the Women’s Emergency Services Program,
the Youth Services Scheme and related elements of both the Family Support Services
Scheme and the Children’s Services Program. This new program is to include three
sub-programs:

e Youth Supported Accommodation Program;

* Women's Emergency Services Program; and

# General Supported Accommodation Program.

In addition to funds transferred from the above programs an amount of $4.6m will
be available from 1 January 1985 under this new progi Comparable arr

are intended to operate in the Australian Capital Territory (see further below).

The Homeless Persons Assistance Act. 1974, to be replaced from | January 1985 by
the new Supported Accommodation Assistance legislation, provides for the payment of
capital grants to voluntary agencies and to local authoritics for approved projects
(night shelters, day centres and hostels) to upgrade and existing ac-

commodation and to build.or purchase facilities for homeless p Italsop
payment of rental subsidy of up to 100%, a 100% salary subsidy for one approved social
worker in each centre; and up to 50% salary subsidy for any additional social workers.
An accommodation and meals subsidy of $1.50 a person per day is also payable for resi-
dent homeless people and a meals subsidy of. 50 cents for each meal provided to a home-
less person,

A dation h quivalent in value to the accommodation subsidy, are
issued by approved centres and exchanged for dation at places inated by
organisations and approved by the Department of Social Security. The value.of such

hers (and like assi ) are excluded from the definition of income for pension
and benefit income test purposes,
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Total outlays in. 1984-85 under the Homeless Persons® Ass "Program, iniclud-
ing within the new Supported’ Accommodation Assistance Program, are estimated to be
$11.9m, compared with $11.4m in.1983-84, reflecting the full-year effect of the cost of
new centres opened in 1983-84 and past and prospective cost increases.

From 1 Janvary 1985 the Women's Emergency Services Program will: also be:
replaced by the proposed new Supported Acco dation Assist Program. Untjl {
January 1985, $1.9m will be available under the existing progeam for assistance to
women's refuges,

Crisis Accommodation

Associated with the proposed Supported Accommodation. Assistance Program,.
$12.6m in capital assistance will be provided to the States and the Northern Territory in
1984.85, subject to their agreement, for a new Crisis Accommodation Program, A
further $0.2m will be provided to Aboriginal Hostels Ltd. under this program in
1984-85. This program i8 to be a sub-program under the new 1984 Commonwealth.
State Housing Agreement (see under Housing function). It will provide dwelings for
short-term supported accommodation (such as refuges) and for short-term
accommodation for others in emergency situations who do not require support services.
Funds may also be used to purchase, construct or lease dwellings. Support services (cg
salaries.of refuge workers) will be funded under the-new Supported Accommodation.
Assistance Program. These grants replace the. Crisis A dation, for Families in
Distress Program ($4.0m in 1983.84) and the-capital:payments under the Homeless
Persons Assistance Program and payments. for capital purposes under the Women'’s
Emergency Services Program. (Total payments for these: purposes were $8.2m in
1983.84.) Comparable arrang p in the Australian Capital Territory (see
further below).

Assistance for Migrants

As 2 result of new Government initiatives concerning migrant welfare, a further in-
crease in funds has been provided in 1984-85,

Grants to enable agencies serving: ethnic: communities to employ -social welfare
workers will increase from $4.4m in'1983-84 to $5,7m in 1984-85. As a result, the level
of funding for each of the 201 new and continuing grants expected to be operational by.
June 1985 will increase significantly. Activities covered by these grants include: pro-
vision for the special needs of the aged; the support of ongoing welfare rights infor-
mation services and'the special problems faced by migrant women. In addition. $0.3m
will be provided in 1984-85 to enable.three-year grantsto be made available to unions
to employ, develop officers to-address the: needs of migrants in industry. Ethnic
comimunities are again to receive $0,2m through grants for self-help activities,.

Provision fqr State translating and interpreting services under the Commonwealth /
‘State cg)st-shanng arrangements has also been increased from $0.6m in 1983-84 to
T;STS ;n 1984-85. The Telephone and Interpreter Service is to receive $2.0m in

Funding for migrant resource centres has been increased from'$1.5m in 1983-84+to-

$1.8m in 1984-85 following consideration of & report on. the posiible establistiment of '

new centres and the relocation of some existing centres. Provision has'alsobeen made to
enable the level of the funding for the centres to be maintairied in real terms. '
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An allocation of $0.6m has-also been made available to reimbursé voluntary agen-
cies providing material -assistance to refugees arriving in needy circumstances and to
askist sponsors under the Community Refugée Resettlement Scheme.

The overall provision for services to migrants in 1984-85 is $12.0m, compared with
$9.3min 1983-84.. :

Welfare Programs in the Australian Capital Territory

The Commonwealth provides welfare benefits.and subsidies-to Australian Capital

Territory residents on a similar basis to those-provided by State governments (for

ple, rental rebates, bus subsidies and rates remissions for pensi , mortgage and'
rent relief, care of foster children and grants to welfare organisations). Estimated
expenditure in-1984-85 for these purposes is $17.7m compared with $14.3m in 1983-84.
The increase results miainly from increases in-estimated expenditure for rental rebates.
and rates remissions ($1.3m) and miortage and rent relief payments ($0.6m). An.in-
crease in the level of payments to. welfare organisations from the Austrafian Capital
Territory Community Development Fund ($0.3m) is also estimated. An amount of
$0.2m has been provided in 1984-85 under a new erisis accommodation program.

In. 1984-85 $0.4m will be provided for payment to the Community Development
Fund towards home-care services in the Territory. The. Australian. Capital Territory
will also. participate .in. the proposed new Supported Accommodation Assistance
Program, .

A review.of welfaré.and corrective services in the Australian Capital Territory is
currently being carried out under the chairmanship- of Professor Vinson; $0.3m has
been provided for this purpose in:1984-85,

Other

Under the Commonwealth’s Emergency Relief Program, grants-in-aid arc- made to
non-government welfare agencies which regularly provide assistance to peoplg in need.
in the form of cash- and/or food vouchers, For 1983-84 $4.9m was pmv:dc«:i fc_)r
grants-in-aid to community-welfaré agencies jncluding a small t for g in
financial difficulty. The Government has decided to provide a total of $6.0m in 1984.85
for the' Emergency Relief Program, and that this-allocation should continue in future
years, . :

‘The Commonwealth reimburses the: Apgtralian ‘National. Railways Commission.
(ANRC) for:loss of revenue résulting from the carriage of passengers or freight free or
at concessional rates, Concessional fares apply mainly to ex-service personnel and eli-
gible pensioners, although concéssions:are ajso extended to distinguished overseas.visi-
tors, Freight concessions are generally applicable to goods. transported for charitable,
patriotic, ediicational and developmental purposés, The Commonwealth also reim-
burses-sickness beneficiaries a portion of passénger fares on ANRC and Australian
National Lineé services. In' 1984-85 the cost.to the C 1th of these co i
is estimated at'$2.5m, the major component being for pensioner cc i

The Austraiian Inistitute of Multicultura] Affairs (AIMA) was established in 1979
to develop and tol ¢of diverie cultures through research, public infor-
mation and other educational activities, and. to provide advice to governments. An'
amount of $3.1m his been.provided: for AIMA in 1984-85 including $0.6m. for com-
pletion of the reriovation-and construction 6f new accommodation in central. Mel-
bourne which commenced in-1982-83, '
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In 198485, $0.8m has been all d for the of approximately 363 un-
attqched refugee children who are wards of the Minister for Immigration and Ethnic
AfTairs under the Immigration (Guardianship of Children) Act 1946.

In 1984-85,.$0.3m has been provided to enable Australia to undertake negotiations
to rejoin the Intergovernmental Committee for Migration (ICM) as a full member.
ICM, formerly known as the Intergovernmental Committee on European Migration,
was originally established to facilitate the transport and resettlement of displaced per-
sons in Europe to other countries. Since then the role of ICM has expanded to cover mi-
gration movement and associated activities around the world,

The Government has decided to participate in the United Nations International
Year of Shelter for the Homeless in 1987 and $0.1m has been allocated in. 1984-85 for
initial research and publicity..

ABORIGINAL ADVANCEMENT PROGRAMS NEC

This item includes funding provisions for the Aboriginal Development Commission
(ADC), National Aboriginal Conference (NAC) and. a wide range of programs of
special assistance for Aboriginals administered through the Department of Aboriginal
Affairs. Funding under this item is budgeted to increase by 13.4% from:$116.7m in
1983-84 t0 $132.3m in 1984-85,

The ADC is to receive $66,1m in 1984-85—an increase of 12.1% on the 1983-84
allocation of $58.9m. Within that total is provision for assistance to Aboriginal
communities and groups to acquire land, to engage in business enterprises, to provide
housing loans to' Aboriginals at concessional rates of interest and, more generally, to
further the economic and social development of Aboriginals. Estimated expenditure by
the ADC on these activities in 1984-85 is $34.7m. Provision is also included in the
ADC’s 1984-85 allocation for direct grants to Aboriginal housing iations for the
construction and purchase of homes for Aboriginal families, Expenditure of $32.8m on:
this activity will permit the construction of 541' new housing units this financial year.

Expenditure by the. NAC, whose role is to provide a forum for the expression of
Aboriginal views, particularly on the long-term goals and objectives of government in
Aboriginal affairs, is estimated at $6.0m in 1984-85,

An amount of $44.5m is also provided in 1984-85. through the Department of
Aboriginal Affairs for Aboriginal advancement programs, including grants-in-aid to
Aboriginal communities and other organisations and States’ grants in the fields of
employment, general welfare and training. This. includes some $23.2m for
Community Development Employment Projects (CDEPS)—an increase of 63% on
1983-84 expenditure of $14.2m. CDEPS, which. provide a work-based alternative to
unemployment benefits, now cover some 32 remote Aboriginal communities, Also
included is $3.8m for special work projects, which provide funds to local government
bodies to undertake labour intensive projects providing work experience and training:
for Aboriginals.

It is cstimated that in 1984.85 an amount of $15.7m will be payable by the
Commonwealth in respect of royalty payments from mining on Aboriginal land in the
Northern Territory in accordance with section 63 of the Aboriginal Land Rights
(Northern Territory) Act 1976, Payments are made. to the Aboriginals Benefit Trust
Account to be applied to or for the benefit of Aboriginals in the Northern Territory in,

d with the provisions of the Act.
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GENERAL ADMINISTRATION AND OTHER EXPENDITURE

This expenditure comprises the general running anq capila}‘ expenses of the
Departments of Social Security (5496.2m in £984-85, fncludmg provision ff)r the cost of
introducing the pensions assels test), Veterans' Affa{rs '(Sl 13.7m, }nclpdmg provision
for introducing the assets test and for a new repatriation .delermmatxon system, but
excluding expenses relating to repatriation institutions which are 'rcaorded under t.he
Health functions), Aboriginal Affairs ($23.2m), and the Social Welfare Policy
Secretariat ($0.8m).

COSTS OF MAIN NEW POLICY INITIATIVES

The following table summarises- the. estimated 1984-85 and full-year cost of.the
main new policy initiatives included in the 1984-85 Budget shown under the various
sub-functional headings above:

1984-85 Full Year

sm. $m
Increases in basic mfs of pensions and benefits—
$2.50a week (single) "
$2.10a week (each married) F A R TR 2258 333.9
Increuses in single adult rateof unemployment benefit—
$2.50a week (November 1984) 104 494
$200aweek (May1985)  « o ¢ o o b o e e o v e e e e e X
Increase in supplementary assistance— 89 .
$500AWEEK . . o - o s e n e e s ne o w e s e e e b ey .

Increase in children’s payments— .
$2.00a week in udditional pension /benefit perchild 99 "3
$2.00a week in molher;s/guardlun'; allowngce beedis | £ .

in unemployment, sickness and special benedits—

012;:;)'61 :r::::; ‘ror siengllt; ﬂoplc under 18in continuous reccipt of benefil for over 6

23 35
ths: . o o 0 e e e e e e e R
Tomso;l 9:) a.week in November for singte people under 18 with dependants, and 05 07
indexed llhe;enfl:r .................... 9 o
Emergencyreliel . . . . ..o e sy 55 e
i it not including costs under Health) .
Ag::l di Assi TOREAM o . . o s o e s s v b+ 4.6 10,
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5. HOUSING

'The Cfammonwealth administers a wide range of programs to assist people to meet
Fhen' housing needs. Total direct outlays on housing are estimated to increase by21.1%
in 1984-85't0 $1251.9m.

. In addition to the outlays included in this function, other assistance for housing is
given through:

¢ recycled funds of the Defence Service Homes Corporation. (these are not
reflected in budget outlays);,

® revenue forgone on certain loans made by the C Ith at cc ional
rates of interest, including advances to the States for public housing purposes and
Australian Capital Territory Commissioner for Housing loans;

® taxation revenue forgone through income tax rebates on mortgage interest pay--
ments and tax deductions. for' municipal rates on the principal family residence
(see Budget Statement No. 4); and

e outlays f:lassiﬁed under other functions, e.g. supplementary (rental) assistance.
for pensioners:and certain social security beneficiaries, assistance towards accom-
modatipn for the aged and disabled, crisis accommodation assistance, assistance
to low income persons experiencing extreme difficulty in meeting mortgage and
rental payments and direct grants to Aboriginal housi '3 jations and |
loans for Aboriginals provided through the Aboriginal Development Commission
(see the function Social Security and Welfare).

The following table identifies Commonwealth expenditure on and provisions for

those outlays classified under the Housing function:

1982-83 1983-84 1984-85.

Actual Actual  Estimate Change
’ s
PubhﬁTHousing Assistunce to the States and " $m s $m *
LownAssistance . . ., . . . . . W9 I w0 —osr -
Repayment of Principal . . . . . . . wocr 400 descr - ad e
Netboans . . . . , ., ., ., 2519 330.1 2285 —=101.6 - 308
Grants— :
Pensioner Housing . . . . . ., ., 320 '
Aboriginul Housing. . . . . ., . | 42 a0 Bo T boe4
Locul Community Housing . . . . . . — - 7:0 + 70 n_.:
OtherGrants . . . . . . . ... 1207 2700 495.0 +225.0 + 833
TowulGranls . . , , ., . . 186.9 3540 589.0 +235.0 + 664
Other GrantstoStates for Housing . ., 55 5.5 5.5 —_ —
assnsl_uncfloFirslsHomeOWners e 156.5 ' 2419 2802 + 383 + 158
ousing Louns to Savings Banks— Repuyments .3Cr 18 . . X
DclfcnceService Hom:sﬁ puyme 3.3Cr LiCr 06Cr + 0.5 + 414
nterestSubsidy . . . ., . ., . 546 64,3 730 + 87 + 13.6
OtherQutluys(net) . . . . ., . ., 874 32 559 + 2.7 + 68:4
Toluf Defence Service Homes 1420 974 1289 + 34 + 23
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1982-83 1983-84  1984.85

Actual Actual  Estimate Chunge

m Sm sm $m %

Housinginthe A.C.T.-—
Dwellings Built for SaleorRental . . . . 137 177 4.7 + 11 + 399
GrossAdvances . . . . . 0 4 . 7.7 207 209 + 02 + 10
Community Housing Expansion Program: — 1.0 0.7 - 03 - 330
Repaymentof Principal . . . . . . . 21.2¢ 30.8Cr 39Cr - LY - 35
SuleofRentalHouses . , . . . . . 4.5Cr 2.6Cr 15Cr + 11 + 425
Rents from Government Dwellings . . . 25.3Cr 26.9Cr 281Cr - 14 - 5]
Maintenance of Rentaf Dwellings . . . . 54 6.5 6.5 . - 06
NetOutlays . . . . . . . . 10.3¢Cr 14.2Cr 87Cr + 56 + 390
Accommodation for Migrants . . . . . . 0.3 0.6 0.6 e + L7
Accommodation for Aboriginals,nec . . . 103 138 158 + 20 + 147
General Administration . . . . . . . . 65 69 13.8 + 69 +1004
Other Recoveriesand Repayments .+ .+ 08Cr 0.8Cr 10Cr - 02 - 256
TOTALHOUSING ., . . . . 739.6 1034.0 12519 +2179 + 211

PUBLIC HOUSING ASSISTANCE TO THE STATES AND THE NORTHERN
TERRITORY

Public housing assistance to the States and the Northern Territory is provided under
the C: {th State Housing Agr (CSHA) and also under Loan Council
borrowing programs,

Loan Council Nominating Arrangements

Under arrangements agreed at the June 1982 Loan Council meeting, a State may
nominate amounts from its Loan Council Program for public housing. For 1984-85, as
in 1983-84, a State may nominate funds provided that it is able first to meet the match-
ing requirements under the CSHA for expenditure in 1984-85 on public housing from
its own These inated are repayable by the State at the conces-
sional interest rate of 4,5% per-annum over 53 years. The States have not yet formally
advised the amounts they intend to nominate under these arrangements in 1984-85. An
indicative amount of $275m has been included. in this function. for 1984-85—$227.1m
was nominated for 1983-84. (Any i ord in this t will be hed
by a corresponding change in Loan Council funds classified under sub-function ‘Pay-
ments to or for the States, Northern Territory and Local Government nec’.)

Loan Assistance and Grants to the States and the Northern Territory for Housing
under the CSHA

During 1984, the 1981 CSHA was rencgotiated with the States and a new Agree-
ment (the 1984 Agreement) is expected to be signed later this year to operate from 1
July 1984, Total gross payments to the States and the Northern Territory for public
housing purposes under the 1984 CSHA are estimated at $623.3m in 1984-85 while
repay of ad are esti d at $46.5m..

As a concession in 1984-85, all assistance to the States and the Northern Territory
under the 1984 CSHA will be provided as grants. In 1983-84'loan assistance and grants
were provided to the States and the Northern Territory for. public housing purposes
under the CSHA executed under the authority of the Housing Assistance Act 1981,
The terms of the 1981 Agreement, which was to operate for the five years 1981-82 to
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1985-86, applied for 1983-84 but will be amended under the new 1984 Agreement
which will apply for 10 years from 1984-85,

Significant changes in the new Ag
rent levels for public housing will now be determined on the basis of costs of pro-
duction and administration rather than market levels as for the 1981 Agreement;
a minimum level funding of $500m.will be provided in 1985-86 and 1986-87;

- provision will be made for the inclusion of specific housing assistance programs,
including the Mortgage and Rent Relief Scheme, a new Crisis Accommodation
Program and a new Local Community Housing Program within the Agreement;
new guidelines have been established for the provision of home purchase assist-
ance under which low start loans will be provided, and repayments based on in-

Torcd,

come; and-
e rental purchase arrang ts will be available to assist low i carners who
cannot save a deposit. .

The following table sets out the amount and nature of Commonwealth assistance to
the-States and Northern. Territory for public housing under the CSHA for. 1984-85
compared with 1983.84:

Funds Under the Commonwealth State Housing Agreement

1983-84 1984-85

Actual Estimate

Sm Sm

Loan Assistance 1460 -
Grants (a)—

Pensioner housing 320 350

Aboriginal housing 520 520

1 Community Housing —_— 10

OtherGrants . , . . . . . o ¢ s s w0 PR 2700 4950

Total . . .. . R 5000 589.0

(a) In 1984-85 additional grant assistance totalling $34.3m will be provided within the framework of the CSHA
under the Mortgage and Rent Relief Scheme and a new Crisis Accommeodation Program. These programs are
classificd underthe Soclaf Security and Welfare function.

The main features of the Commonwealth's assistance under the CSHA for 1984-85

are:

o alt funds will be provided as grants—in 1983-84 $146m was provided as loans
repayable over a 53 year period and carrying an interest rate of 4.5% per annum.
The cost, in terms of interest forgone, of providing this amount by way of grants
rather than concessional loans is some $3.5m in 1984-85 and $7m in a full year.
(Under the Loan Council an'angements noted above, the States are able to

ts for public b g from their Loan Council' Programs to be
provided on the above loan terms and | conditions. );

o $495m will be provided as unticd grants, compared with untied grants of $270m
and untied. loans of $146m in 1983.84 ($450m: of this will be required to be:
matchedon a § for $ basis by the States and the Northern Temtory—see below);

1

¢ $35m will be provided as specific grants for pensi g, an i of
9.4% on 1983-84;,
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¢ $52m will be provided as specific grants for Aboriginals in need of rental housing
assistance, the same amount as was provided in 1984-85; and

o $7m will be provided to the States and the Northern Territory for a new Local

C ity Housing Program. This new program will assist local governments
and community groups to provide and administer low cost rental
accommeodation,

Inaddition:

® $21.7m will be provided to the States and the Northern Territory in 1984-85 for
assistance under the Mortgage and Rent Relief Scheme (see the function Social
Security and Welfare); and

o $12.6m will be provided to the States and the Northiern Territory for a new Crisis
Accommodation Program (see the function Social Security and Welfare).

In 1984-85 the States and the Northern Territory will be required to match,ona §
for § basis, $450m from the $495m of untied grants. In 1983-84 all loan assistance and |
untied grant assistance to the States and the Northern Territory under the CSHA was
provided on.a'$ for $ matching basis, State and. Territory expenditures on public
housing and surpluses arising from the operation of the rental housing and ‘home
purchase assistance programs under the Agreement (apart from funds arising from the
sale of land or dwellings provided under various housing arrangements with the States)
are eligible for such matching,

The allocation of Commonwealth assistance between rental housing and home
ownership assistance programs is determined by each State and the Northern Territory
but under the 1984 CSHA they must ensure that, as far as.practicable, waiting times for
home purchase and rental assistance are equal. Funds allocated to rental assistance
prog assist in providing jonal rental accommodation for low income
earners, and may be-applied to the construction or acquisition of housing for rental or
sale. Such funds can also be applied to innovative purposes covered by the Agreement,
such as the leasing of dwellings from the private sector and private/public housing joint
ventures, Subject to guidelines on specific assi programs (such as the Local Com-
munity. Housing Program), the States and the Northern Territory have responsibility
for the design and.conduct of their programs and are free to-determine eligibility cri-
teria, provided that priority for assistance is given to those in need. Where income and
family ci warrant it, pay reduced rent. The Agreement does not'
limit the number of dwellings that may be sold, but all sales by the housing authorities
are to be at market value or replacement cost, and on the basis of cash transactions.

‘Funds all d to home o hip assi ¢ programs assist those who are unable
to-obtain. sufficient mortgage finance in.the private market. The Agreement does not
impose specific means tests but does provide guidelines as to how assistance is to be.pro-
vided. Under the 1984 Agi on loans.provided under the home pur-
chase assistance program wnll. for the ﬁrst time, be dnrectly related to the income of the
borrower at least until such time as the borrower can.afford the crédit. foncier repay-
ment. Any shortfalls in repayments in the early years of the loan will be repaid over the
remaining iife of the loan or by an extension of the term of the loan. Purchasers of hous-
ing-authority dwellings also have access. to loans from. the home purchase assistance
program if they are unable to obtain finance in the private market. Rental purchase ar-.

will be available to assist low income carners who are unable to save a

deposit.
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Details of. the State by State and Northern Territory allocation of C Ith
assistance in 1984-85 are shown in Budget Paper No. 7, Payments to or for the States,
the Northern Territory aid Local Government Authorities, 1984-85.

Other Grants to States for Housing

The States Grants (Housing) Act 1971 provides for housing assistance to the States
by way of grants of $2.8m a year, payable for a period of 30 years, in respect of the
States’ housing operations in each of the years 1971-72 and' 1972-73. An amount of
$5.5m is provided in 1984-85 for this purpose. The payments are in licu of an interest
concession on funds used by the States for public housing in those years.

ASSISTANCE TO FIRST HOME OWNERS
First Hone Owners Scheme

The First Home Owners Scheme (FHOS) was introduced on 1 October 1983 to en-
courage and to assist first home buyers of low to moderate income into home owner-
ship, to stimulate construction of new dwellings and to create jobs.

The t of benefit provided under the scheme is related to the.applicant’s in-
come and the number of dependants. For homes purchased between 1 October 1983
and 21 August 1984, assistance of up to $7000 was payable to applicants with two de-
pendants, and with a taxable income of $24 300 or less. Reduced benefits were availabl
for people earning up to $27 900,

The scheme attracted some 90 000 applications in 1983-84, Expenditure in 1983-84
was $141m, assisting a total of 55 250 first home buyers.

Since the FHOS was introduced general economic as well as housing market
conditions have improved, interest rates are lower and housing finance is more readily
available. Acqordingly, and in view of the improved circumstances and the:
Government's desire to concentrate assistance on those with the greatest need,
cligibility conditions for the' FHOS. have been. reviewed. For people buying their first
home on or after 22 August 1984 new income limits will apply:

e sole appli without dependants with income up to $10 000 will be eligible for

maximum assistance. For those with incomes between $10 000 and $13 950,
reduced benefits will be payable; and

o for all other applicants maximum assistance will be payable on income up to
$20 000 with assistance phasing out altogether at $27 900,

After taking into account these changes outlays on FHOS in 1984-85 are estimated
to be $265m, 87% higher than: in 1983-84. In addition to the 55 250 first home buyers
who received assistance in 1983.84 and who will continue to receive monthly repay-
ment assistance, a further 80 000 new applicants will be assisted making a total of over
135 000 benefiting from FHOS in 1984-85.

Home Deposit Assistance Scheme

Although the Home Deposit Assistance Scheme (HDAS) was terminated: on 30
September 1983, applications for assil inue to be received from persons who
purchased or constructed their home between 18 March 1982 and 30 September 1983,

During 1983-84, 38 865 first home buyers were assisted under this scheme at'a cost

of $98.4m. In 1984-85 a further 6 000 are expected to be assisted at an estimated cost of.
$15.0m,
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Home Savings Grant Scheme

While applications have not been accepted since August 1982 under the Home Sav-
ings Grant Scheme, which was replaced by the HDAS on 2 June 1982, a number of out-
standing applications remain to be processed. Expenditure on grants is estimated to be
$0.2m in 1984-85 compared to $2,1m in 1983.84,

Housing Interest Income Tax Rebate Scheme

The March 1983 Housing Interest Income Tax Rebate Scheme provides rebates
over 5 years to first home owners, Although the scheme has been terminated, those re-
ceiving benefits at 30 September 1983 will inue to receive assi if they satisfy
an income test. The income limits for eligibility are the same as those applying to FHOS
atits commencement.

Housing Loans to Savings Banks—R. H

Under the Banks (Housing Loans) Act 1974, loans of $150m were made to savings
banks and certain other banks to provide a short term stimulus to activity and employ-
ment in the home building industry. By 30 June 1984, all but two of the eleven par-
ticipating banks.had fully repaid these loans. The bal of $0.6m ding at 30
June 1984 is scheduled for repayment in 1984-85,

DEFENCE SERVICE HOMES

The Defence Service Homes Scheme assists former and serving members of the De-
fence Forces and certain other eligible persons to acquire a home by providing low
interest loans, The maximum loan is $25 000, The first $12 000 is available to borrowers
at an annual interest rate of 3.5%, the next.$3000 at 7.25%, and the remaining $10 000
at 10%, Applications for loans to purchase existing homes are currently subject to a.ten
month waiting period.

Total expenditure on Defence Service Homes loans is estimated at $146m in
1984-85 compared to $128,8m in 1983-84, The increase in estimated expenditure is the
result of ani inthe ber of expected loan settlements in 1984-85 compared to
1983-84. In 1983.84, 7038 applications were received for loans compared to 6353 in
1982-83. The expenditure in 1984-85 is expected to be financed as follows:

(a) from non-budget sources—

¢ $88m from repayments of principal retained in the Defence Service
Homes Trust Account for re-lending;
(b) from the budget—
® $13m excess payments by borrowers available to the Defence Service
Homes Trust Account by way of the Special Appropriation under Section
39C of the Defence Service Homes Act 1918; and
® $45m by way of capital appropriation from the budget.

In 1984-85, $16.8m is:being provided for the Defence Service Homes Corporation’s
salary and administrative expenses (excluding rent).

An interest subsidy estimated at $73m will be.appropriated to the Corporation in
1984-85 compared to $64.3m in 1983-84. The interest subsidy reflects the extent to

which i dtot of Defence Service Homes loans falls short of the:
interest payable to the Commonwealth on the Corporation’s capital. Interest receipts
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from the Corporation estimated at $143.5m in 1984-85. ($129.5m in 1983-84) are

recorded in the esti of receipts (see.Stat No.4).

A capital repayment in 1984-85 of $3.6m is estimated to be made from the Defence
Service Homes Trust A t to the Consolidated' R Fund reﬂectmg the pro-
ceeds of sales of surplus land holdings, R entsin 1983-84 d to $6.1m, The

Corporation has surpius land holdings as. a result of phasing out its estate development
and construction activities,

Receipts in 1984-85 in. respect: of excess payments by borrowers aré-estimated at
$14.8m. In 1984-85, $13.0m of these and previous.years’ excéss payments ate.expected’

to-be paid to the Defence Service Homes Trust Account to meet loan repdyments, A
further $1.5m is expected to be used for other purposes specified in the Deferce Service
Homes Act, such as to meet borrowers’ commitments for rates, repairs and. other
improvements.

Receipts from the Corporation in 1984-85 for. administrative fees and recoveries are
estimated at $2.5m.

HOUSING IN THE AUSTRALIAN CAPITAL TERRITORY

Dwellings Built for Sale or Rental

Expenditure on the purchase, construction and upgrading of rented dwellings is
estimated to be $24.7m-in 1984-85, an increasc of $7.1m on.1983-84, reflecting progress
on construction of houses commenced in 1983-84..In 1984-85 a'start will be.made.on
the construction of 437 houses, 93 aged. persons units and: 120 flats (compared:to 450
houses and 50.aged persons units in 1983-84) at a total cost.of $27.9m. There are no
plans for expenditure in 1984-85 on “‘spot-purchases™ of privately owned dwellings to-
add to rental stocks (79 accommodation units at a cost'.of $4.2m were: acquired. in
1983-84).,

Gross Advances

Expenditure under this heading includes loans under the Australian Capital Terri-
tory Commissioner for Housing Loans Scheme to eligible applicants as well asloans to
public' servants compulsorily transferred. to the Australian Capital Territory and
Queanbeyan (New South Wales). The Australian Capital Territory Commissioner-for
Housing Loans Scheme assists people with some capacity to service a‘housing loan but
who are unable to obtain. sufficient. funds.from. the: private market alone. Applicants

must have a continuing household i not ding $480 per week and must con-
tribute at least 5% of the.value of the home as a deposit,
Eligible appli receive jonal interest rate loans payable over a minimum

of thirty years: The interest rate during the-first 10 years of the loan:is set and main-.
tained at-a level requiring a repayment rate of 25% of income.-After.that period the rate
is adjusted to thelevel of the C calth Savings Bank housing loan rate, A total of
$20.9m is expected to be.available for such loans in. 1984-85-compared to $20.7m'in
1983-84. Of this proposed expenditure $17.8mis for loans under the Australian Capitat
Territory Commissioner for Housing Loans Scheme. ($18:1m in 1983-84), comprising
an $8.5m budget appropriation and $9.3m in funds recycled through the Australian,
Capital Territory Housing Trust Account. The balance of $3:1m’is for-loans.to public
servants compulsorily transferced to Canberra ($2.6m in 1983-84) and is provided from
budget appropriations. An estimated: 397 loans will be: -provided in 1984-85 under the
Commissioner for Housing Loans Scheme (compared with 564 loans in 1983-84).
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Community Housing Expansion Program

Expenditurein 1984-85 is estimated at $0.7m (comp d with $1.0m in 1983-84),
The program facilitates the esiablishment. of community housing cooperatives, thé pro-
vision of publicly:funded boarding houses to be-operated by community based groups
and: joint funding schemes by government, private interests and' other non-profit
organisations.

Repaymeénts of Principal

This item. comprises repayments of ‘principal in respect of loans provided for the
purchase of private and government dwellings in the Australian Capital Territory. The
increase of $1.1m in this item mainly reflects a small increase in the expected number of
carly discharges of mortgages.
Sale of Rental Housés.

This item-includes revenue. from the sale of government houses to tenants in the
Australian Capital Territory and is based on 23 expected sales in 1984-85. There were
56 houses sold in 1983-84,

Rents from Government Dwellings

This item comprises receipts from rental of government dwellings in the Australian
Capital Territory. The increase of $1.4m mainly reflects the rise in the stock of govern-
ment dwellings.

Maintenance of Rental Dwellings

Outlays under this heading are for repairs and maintenance, servicing and carctak-
ing of government owned houses and flats in the Australian Capital Territory.

ACCOMMODATION FOR MIGRANTS.

This heading covers expenditure.on minor works, new and replacement plant and
mnjor items of equipment required in the operation of migrant centres and flats provid-
ing short term accommodation for migrants,

ACCOMMODATION FOR ABORIGINALS, NEC'

The only expenditure included under this heading is that in respect of Aboriginal
Hostels Ltd which will receive $15.8m in 1984-85, an increase of 14.7% on 1983-84
expenditure. The company now funds the operation of 149 hostels providing 3711 beds,

The. Abofiginal Development Comimission (ADC) adniinisters programs. which
provide housing loans and' grants to Aboriginals and’ Aboriginal housing associations.
Payments to the ADC which is expected to spend $47.8m on these housing programs in
1984-85, appear under the: functional heading Social Security and. Welfare—
‘Aboriginnl‘Advancemen't Programs nec’.

GENERAL ADMINISTRATION

Outlays of $13.8m under this heading provide mainly for the administrative costs of
the housing function of the Department of Housing and Construction,
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OTHER RECOVERIES AND REPAYMENTS

Included in this item are principal repayments from the Nonhcm Temtory
Government in respect of previous Northern Territory Housing C:
and of staff houung transferred by the Commonwealth to the Northern Territory
Government from 1 July 1978.
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6. URBAN AND REGIONAL DEVELOPMENT NEC AND THE
ENVIRONMENT

The budget provides $92.5m for activities under this function in 1984-85, a decrease’
of $15.9m or 14.7% on 1983-84, The decrease in this function is mainly due to the agree-
ment between New South Wales and the Commonwealth to settle in full, by a single
payment in 1984-85, that State’s debt in respect of loans provided in carlier years for as-
sistance to the New South Wales Land Commission, and the completion in 1983-84 of
payments to Western Australia in respect of the Cockburn Sound sewerage pipeline.

1982-83 1983-84 1984-85

Actua) Actual  Estimate Change
m sm sm Sm %
Urban and Regional Development nec—
GrowthCentres(net) . . . . . . . 335 373 337 - 36 - 96
Decentralisation Assistance(net) . . . 0.1 34Cr 31cr — 03 - 95
Urban Rehabilitation(net) . . . . . . 35 0.6 0.5 -0l - 173
Land. Commissions/Usban Land Councils
{net, b e e e 3.9Cr 0.8Cr 17.1¢cr  —163 n.a,
Urban Flood M:llpuon ....... 4.6 57 - =57 ~100.0
Other Usbun Development und Amenities(a) 70 110 152 + 42 + 381
To(ll Urban lnd Reglonul Development
........ 448 504 285 ~21.8 ~ 433
Protection of the Environment . . , . . 9.7 126 163 + 36 + 285
Sewerage and Garbage (net)—
Special Payment to Western Australia . 121 19 - =19 —100.0
OtherOutlays . . . . . . . . .. 43 [1 + 1.7 + 398
General Administration Expenditure (net). . 279 32 417 + 85 + 255
TOTAL URBAN AND REGIONAL
DEVELOPMENT NEC
THE ENVIRONMENT e 98.4 1084 92.5: =159 - 147

(@) Asnoled in the Appendix't0 Budget Paper No, 1, a:-number. of revenue items previously classified as ‘receipts’
are now recorded as *outlays’ against this function,

URBAN AND REGIONAL DEVELOPMENT NEC

This heading covers outlays related to urban and regional development which are
not classified to other functions. It includes assistance for the Albury-Wodonga growth:
centre, general decentralisation assistance, urban: rehabilitation and development,
urban flood mitigation and direct expénditure on development in the Australian
Capital Territory.

Growth Centres.(net}

No new loans have been provided for growth centres since'1982-83, Consequently,
assistance provided for growth centres consists of capitalised interest (estimated at
$34.8m) on past advances to the States for the Albury-Wodonga, Bathurst-Orange and
Macarthur growth centres. The capitalised: interest provisions represent notional
advances to the States.which are offset by equivalent notional receipts from the States.
The latter are recorded with ‘Other I Receipts’ in St: No. 4, The notional
advances-indicate tho extent of the.concession actually afforded to the States by the
deferment of interest payments.

Repayments of $86 000 in respect of loans previously provided to New South Wales
and Victoria for municipal works at Albury-Wodonga are recorded against this item. In
addition, repayments of $458 000 in respect of loans previously provided to Victoria for
Albury-Wodonga, and $580 000 in respect of loans previously provided to New South
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Wales for the Albury-Wodonga, Bathurst-Orange and Macarthur growth centres, are
scheduled to commence in 1984-85,

In addition, a grant of $0.4m—recorded as part of the ‘General Administration
Expenditure’ item-~—is provided to meet the Commonwealth’s one-third' contribution
towards the administrative expenses of the Albury-Wodonga Development
Corporation in 1984-85,

Decentralisation Assistance (net)

The Regional Development Program was introduced in 1977-78 to provide
assistance of a capital nature to State, local government and: community bodies, and
private firms pursuing manufacturing and tertiary activities, in selected
non-metropolitan centres. It was terminated in 1981.

Repayments of, and interest receipts from, loans made under the program will

continue for some years.

Repayments during 1984-85 are estimated at $3.7m. (Interest receipts from: the:

loans are estimated at about $2m in 1984-85 and are recorded with ‘Other Interest
Receipts’in Statement No. 4.)

Urban Rehabilitation (net)

Estimated expenditure in 1984-85 on the Glebe Estate comprises $1. lm for' thc
continuation of rehabilitation work and $1.1m for mai and. ad ration
costs. Income from rent is estimated at $1.4m.

Under a 1974-75 agreement, the Commonwealth undertook to provide grants of up
to $17m to New South Wales for the acquisition of 3.2 hectares of land in the

Woolloomooloo Basin. of Sydney and for planning and. site development. Total

payments to the State amounted to $16,8m at the end of 1983-84, leaving a balance of
$0.2m, the payment of which is provided for in the 1984-85 estimates.

The agreement also provides for the State to make pay tothe C Ith
in respect of each unit of public housing produced and for the payment of receipts from
any part of the property that is not retained for public housing. Such recoveries had
amounted to $3.2m by the end of 1983-84 and further. recoverics of $0.4m have been
allowed for in 1984-85,

In 1974, the Commonwealth advanced $3.5m' to Victoria to acquire, for
rehabilitation, the Emerald Hill estate.in South Melbourne. Repayments commenced
in 1978-79 and are estimated to amount to $0.2m in 1984-85.

Land Commissions{Urban Land Councils (net)

Under a program d in 1973.74, C calth assi was provided
to several States for land acquisition, servicing the land acquired (where costs were not
met from normal government subventions) and urban 1. and redevel t

This program was terminated in 1977-78. As a consequence, assistance. for Land
Commissions and Urban Land Councils in 1984-85. consists of capitalised interest:
(estimated at $4.0m) on loans provided to Western Australia in 1977-78 and earlier.
years, (As described under ‘Growth Centres’ above, these capitalised interest
provisions rep notional ad to the State and are matched by equivalent
notional receipts shown in Statement No. 4.)
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The South Australian and Victorian Governments have reached agreement with
the Commonwealth to make lump sum repayments over a number of years in
settlement of loans provided in earlier years for assistance to the South Australian Land
Commission and the Victorian Urban Land Council/Urban Land Authority
respectively. In addition, New South Wales has reached agreement with the
Commonwealth to settle in full by a single payment in 1984-85, that State’s debt in
respect of loans provided p ly for i to the New South Wales Land
Commission.. Paymenta totalling $9.5m (including the final pay from South
Australia) were received in 1983-84. Repaymems in1984.-85 are estimated at $21,0m,
representing the final payment ($4m) from Victoria and the lump-sum settlement of
$17.0m from New South Wales, Repayments in respect of 1974-75 loan agreements
with Western Australia in respect of its Land Commission are scheduled to commence
in 1984-85 and an amount of $173 000 is included for this purpose.

Urban Flood Mitigation
The. Commonwealth contributed' $5.7m in 1983-84 for urban floodplain
8! under. the National Water R P i g $2.3m'to New

South Wales, $1.1m to South Australia, $1.0m to- Vlctona and $1 Om to Queensland.
Funds for urban flood mitigation in 1984-85 will continue to be provided under the new
Federal Water Resources Assistance Pxogram (Whlch superscdcs the National Water
Resources Program),. with the allocati I proj yet to be made.
Pending these allocations, funds are c]asnﬁed under ‘Imgatlon and Other Pastoral
Water Projects’ in the sub-function ‘Industry Assistance and Development’.

Other Urban Development and Amenities

This item includes $7.0m allocated under the Aboriginal Public Health
Improvement Program (APHIP). The: APHIP, a program to improve Aboriginal
environmental health, is concerned mainly with the provision of clean water and
sewerage' for Aboriginal communities on a priority of needs basis, and the allocation
includes direct payments to Aboriginal communities and payments to the States and the
Northern Territory for these purposes. Total expenditure under this heading on

grams for the imp and maintenance of Aboriginal commumty amenities in
1984-85 will be of the order of $35.2m ($31.9m in- 1983.84), comprising payments to
the States and the Northern Territory of $8.1m and direct payments to Aboriginal
communities of $27.0m.

An amount of $45.5m is provided in 1984-85 ($23.7m in 1983-84), principally for
residential land development, underground electricity mains, provision of street
lighting and footpaths as well as servicing of commercial and industrial sites in the
Australian Capital Territory. The increase of $21.9m refiects the continuation of major
land servicing by the National Capital Development Commission (NCDC). in the
Australian' Capital Territory including $13.5m. for major land scrvicmg projects

' for t in 1984-85 (the total cost of which is estimated at.
$65 Om). Revenue from the sale of residential land and commercial leases in the
Australian. Capital. Territory in 1984-85 is estimated at $72.0m ($46.4m in. 1983-84).
(Revenue from sales of serviced land was classified in previous years as a receipt but has.
beén reclassified as an outlay. See-the Appendix to this Paper). The increase is due.to
the larger number of residential leases expected to-be sold in 1984-85. The revenue
relates to land development: costs incurred in previous years, particularly the cost of
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headworks which. were developed.some years.prior to the blocks being made available
for leasing.

An amount of $4.7m is provided in. 1984:85 for the Local Government
Development Program- which will provide a .range of support services for local
government designed to strerigthen .its .capacity to improve its. efficiency ‘and
performance, strengthen local economies and infrastructure, and facilitate provision of
community services. This progr L and expands on séveral. 1983-84 programs
of local government assistance. c

PROTECTION. OF THE ENVIRONMENT
A total of $16.3m is being provided in 1984-85 for the protection of the: environ-
ment; an increase of $3.6mror 28:5% over 1983:34' outlays.

Suppoit for the operations of the Supervising Scientist and the Alligator Rivers
Region Rescarch Institute is being increased by $0.6m in 1984-85'to-$5.2m to allow
continuation of the development of environmental protection services in the region.

Other outlays under this heading are for the continuation- of sispport for conser-:

vation -organisations ($0.8m), the National. Tree Program ($0,5m), coastal surveill-
ance of the Great Barrier Reef Region. ($0.4m), environmental contaminants
monitoring program ($0.5m), and for. the operations of the Baseline Air Pollution
Monitoring Station in Tasmania ($0.3m).

The rehabilitation, of the former uranfum mining site at Rum Jungle béing
undertaken by ‘the Northern Territory: Governmeiit, will continue in. 1984-85 with
$7.6m being provided for that. purpose.following expenditure in: 1983-84 of $5.3m. The
Commonwealth is also providing $0,1m in 1984-85 for investigations related to possible
‘rehabilitation of the former uranium mining, sites. at Rockhole and Moline in. the
Northern Territory.

Funding for.the management of the former atomic test sites at Maralinga and Emu
in.South Australia and Monte Bello in Western Australiais beingincreased to $0.4min
1984-85 from expenditure of $0.1min 1983-84,

An amount of $0.3m is:to be provided in 1984-85 under the Caprains Flat (Abate-
ment of Pollution) Agreement Act 1975 to sectify some- deficiencies. in the. original
works program for abatement of mine waste pollution of the Molonglo River.

SEWERAGE. AND" GARBAGE (NET).
Special Payment to Western Australia

The Comionwealth undertook td provide $20m to Western Auistralia towards the
cost of construction of & sewerage pipeline in the Cockbtirn Sound area from Woodtnan,
Point to the séa.off Cape Peron, An amount of $7.9m, representing the final payment
for this purpose, was provided irt 1983-84..

Other Outlays.

A net amount of $7.2m is included in 1984-85 for the. -provision of sewerage, garbage
and drainage facilities and services in the Australian Capital Territory. The increase of
$1.8m on 1983-84 outlays is largely attributed to the extension of garbage services to the
newer suburbs. of Canberra, to contract, wage and. ficl: cost. risés, and to the
introduction of & 38-hour working week in the waste management areas,
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Repayments of $1.2m in.respect of loans .p:ovided 10 the.States in carlier yedrs'
under & former program of assistance for sewerage works are offsct against outlays
under this heading.

GENERAL ADMINISTRATION EXPENDITURE (NET)

The.-major components: under this heading are the administrative:expenditure of the
NCDC ($15.4m) and. consultancy fees payable by the Commission for investigation,
design and construction. purposes ($20m). Also included is that component of the
administrative expenditure of the Department of Home Affairs and Environment
which can be identified as relating to the environment ($3.6m). and the
Commonwealth’s contribution, mentioned earlier, to the running costs of the
Albiry-Wodonga Development Corporation ($0.4m).

The increase (25.5%) in expenditure under this heading is largely attributable to an.
increase.of $6m in-consultancy fees payable by the NCDC and reflects the growth in
construction activity undertaken by the Commission,
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7.. CULTURE AND RECREATION

Provisions for the support of cultural and recreational activities are budgeted to in-
crease by 20.1% from $612.0m in-1983-84 to $734.8m in 1984-85.

1982-83 1983-84 1984-85
Actual Actunl  Estimate Change:

Sm Sm $m Sm %

Broadcasting und Television—

Australian Broadcas(ingCorpomli(:;: - .. 2742 301.3 3400 + 38.7 + 12.8
i d Maintenance of Al rans.
op:lmelgs“ a.n ........... 352 423 454 + 3l + 74
Special Broadcasting Serviee: . . . . . 2859 344 387 + 42 + 12.‘3
Provision and Installution of Transmitters . 9.6 123 14.5 + 22 + 175
Regulation of the Broadcuslilhg‘l)r;dusla' ated 39 4.6 51 + 05 + 98
Planning of Broadcasting and Other Relate
Exper%di(ure P .B ....... 50 64 8.5 + 22 + 339
Repayments . + v « o+ o 0 e o s 2.7Cr 24Cr 24Cr . .
Total . . . .. 00 354l 399.0 449.8 + 508 + 127
Other Culture and Recreation—
Licl;’rn:liesu O 20.1 247 318 + 1 + 288
Australian National Gallery . . . . . 18.1 140 14.2 + 03 + 1.8
Film Industry Development . . . . . 6.8 126 131 + 05 + 42
AssistancetotheArts . . . . . . . . 358 40.6 456 + 50 + 122
WarMemorial . . . . . . . . . 5.7 7.7 86 + 08 + 109
Museumof Australia. « . . . .« . 0.6 24 1.9 - 05 = 200
Archives ., . . . . . . L. 10.2 11.8 17.1 + 53 + 452
National Film and Sound Archive 1.0 1.3 2.3 + 10 + 806
YouthSportand Recreation . . . . 281 412, 65.5 + 243 + 591
America’sCupDefence . . . . . . — - 6.0 + 60 na.
Australian Bicentenary Celebrations . . 2.5 44 20.1 + 157 +352.2
Other Cultural Organisations . . . . . 2.3 9.5 19 + 24 + 253
Wildlife and National Parks . . . . . 1ns 14.5 171 + 26 + 176
NationalEstate ., . . . . . . . . 3.5 490 35 - 05 —~ 116
Australian Heritage Commission es in the 08 1.2 14 + 02 + 166
Cultural and Recreational Activities in the
ACTnee o v v v v v 0 0 0 s s 202 23.1 248 + 1.7 + 74
Total . . . .0 e 167.4 2130 285.0 + 720 + 338
TOTAL CULTURE AND
RECREATION ., . . . . . . 521.6 612.0 7348 +1228 + 20.1

BROADCASTING AND TELEVISION

Total outlays by the Commonwealth on broadcasting and television services are
estimated at $449.8m in 1984-85, an increase of $50.8m, or 12.7%, over 1983-84.

Australian Broadcasting Corporation

The budget provides for a total of $340m to be paid to the Australian Broadcasting
Corporation (ABC) in 1984-85, comprising $330.2m for domestic radio and television
services and for its other general activities, including the maintenance of the ABC
orchestras and various merchandising activities, and $9.8m for Radio Australia.

Of the amount to be provided to the ABC for its domestic radio and television
services $298.9m is for operational purposes and $31.3m for capital expenditure.
Actual. expenditures in 1983.84 for these purposes were $2744m and $18.lm,
respectively. The proposed increase of $24.5m in operational expenditures by the ABC
in 1984-85 should, after' allowance for cost increases, permit some expansion in the
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ABC’s existing levels of activity, Provision has been made for payments to AUSSAT
Pty Ltd by the ABC in 1984-85 of deposits on four 30 watt transponders to be used for
the proposed Homestead and:Community Broadcast Satellite Service (HACBSS) and
related program distribution purposes ($1.0m), ona 12 watt transponder to be used for
ascparate South Australian HACBSS ($0.2m), and on another four and a half 12 watt
transponders and associated uplink facilities to be used for the interchange of radio and
television programs via satellite ($1.1m). In addition, $0.2m has been provided for
preliminary work on the establishment of appropriate broadcasting facilities in the new
Parliament House, at an estimated total capital cost of $4.0m. The estimated increase
of $13,2m in capital expenditure by the ABC on its domestic activities in 1984-85 will
enable i d purchases of technical equip including electronic news gathering

Juif t; the of construction of earth stations at 38 regional studios
($1.7m), at a total estimated capital cost of $15.0m spread over 5 years; initial
payments ($0.3m) for the purchase of three mobile carth stations, at a total estimated
cost of $2.7m; the rehabilitation of existing ABC buildings (81.5m); the renovation and
fitout of the Samuel Taylor property at Gore Hill in Sydney ($1.0m), which has been
purchased for the: ABC by the Department of Administrative Services at a cost of
$6.5m (included under ‘Administrative Services’); and $0.3m for the commencement
of construction of Stage 1 of a proposed new radio/administration complex for the
ABC in Hobart, which is estimated to cost a total of $7.7m.

Of the $9.8m provided for Radio Australia in 1984-85, $9.6m is for operational
expenditure and $0,2m for capital equip The corresponding ts in 1983-84
were $8.7m and $0.2m, respectively.

Operation and Mai of ABCT: fi

The Commonwealth provides new transmitters for the ABC with ownership trans-
ferred to the ABC once the transmitters are operational. The Commonwealth main-
tains responsibility for national transmitting stations and- associated facilities, Oper-
ation and maintenance of transmitting stations used by the ABC and others, is carried
out by Telecom under contract to the Ci wealth, An of $47m has been
provided in the budget for payment to Telecom for this purpose in 1984-85, The
present contractural arrangements with: Telecom are currently being reviewed, Rev-
enue of $1.6m in 1984-85 is expected from leasing charges for the shared use of techni-
cal facilities at certain national transmitting stations by commercial operators and other
radiocommunications users, and from the sale of assets.

Special Broadcasting Service

The budget provides $38.7m for the Special Broadeasting Service (SBS) in 1984-85,
compared with $34.4m in 1983-84. From this allocation, together with cash on hand
and income from the sale of television programs, the SBS expects to spend ap-
proximately $3.3m on corporate menagement, $7.7m on ethnic radio and $28m on mul-
ticultural television (the comparable figures in 1983-84 were $2.4m, $7.2m and $25.1m,
respectively). These amounts should, after all for cost i , enable the
existing ethnic radio stations, 2EA and 3EA, .as well as the SBS's multicultural tele-
vision services in Sydney, Melbourne and Canberra to be maintained at about the same
levels of activity asin 1983-84, The estimates allow for multicultural television to be ex-
tended to Brisbane, Adelaide, Newcastle and Wollongong by June 1985, and.include
$1.5m for the purchase of time-delay facilities and the payment of appropriate deposits
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to AUSSAT Pty Ltd for the lure of two 12 watt transponders by SBS to enable Sydney-
originated multicul T 1o be distributed 1o Melbourne, Adelaide,
Perth, Hobart and Darwin via satellite in due course. An amount. of $0.5m has been
provided for the develop and production of English lang; radio and'tel

grams for mig; The SBS expects to spend $655 000 in 1984-85 on grants to eli-
glblc public broadcasting stations which t it ethnic radio programs.

Provision and Installation of Tr s

The budget provides $14.5m for the installation of new transmitters for the ABC
and the SBS in 1984-85. This represents an increase of $2.2m (17.5%) on 1983-84
expenditures, An t of $8.8m is provided for the upgrading and extension of the
ABC network in country areas, including $2.8m to establish a high freq! radio ser-
vice in the Northern Territory and $2.6m. to convert certain national transmitting
stations to utilise the domestic communications satellite system for the distribution of
ABC radio and television programs in due course (at a total estimated cost of $4.5m).
The budget also provides $4,8m for transmitting facilities for the extension of multicul-
tural television to Brisbane, Adelaide, N le, Wollongong and the Gold Coast in
1984-85.

Regulation of the Broadcasting Industry

An amount of $5.1m is provided for the Australian Broadcasting Tribunal to enable
it to conduct public inquiries into the granting of supplementary radio and television li-
cences and the granting and for renewal of commercial and public broadcasting station
licences, as well as to carry out other functions under the Broadcasting and Televisi
Act 1942 relating to the regulation of radio and television broadcasters.

Planning of Broadcasting and Other Related Expenditure

The Department of C ication |s ponsible for policy matters concerning
radio and television services in A lia, including the ination of technical issues
relating to the adequacy and location of " nanonal, commercial and public broadcasting
stations, Expenditure by the Department on these functions is estimated at $8.5m.in
1984-85, compared with $6.4m in 1983-84. An amount of $0.6m has been provided to
enable the Department to investigate the performance of various television scrambling
and transmission systems so that the Minister for C ications.can provide AUS-
SAT Pty Ltd with guidelines covering the encoding of television programs to be dis-
tributed via the domestic satellite system in due course, so as to prevent their unauthor-
ised reception. The. estimates also provide $500 000 for payment to the Public
Broadcasting Foundation, of which $150 000 is to be used by the Foundation to fund
i d Aboriginal prc ing and at least $220,000 for on-going grants to the pub-
lic broadcasting sector. Funds have also been provided for planning the proposed sec-
ond ABC regional radio network, as well as station planning for the remote and.under-
served communities scheme,

Repayments
The Australian Broadcasting Corporation will make a final payment of $24m in
1984-85, in ion with its purchase of techni quired for media

coverage of the 1982 Commonwealth Games in Brisbane and which the Corporation
wishes to retain and use for its on-going activities.
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OTHER CULTURE AND RECREATION
Libraries

An amount of $23.5m is provided in 1984-85 for the operating expenses of the
National Library of Australia—an increase of 10.5% on 1983-84. The provision in-
cludes $13.8m for salaries and related costs, $1.4m for fitout of the library extensions
and $3.1m for acquisition of library material, which includes a wide range of books and
periodicals, films, pictorial material, maps, music scores and manuscripts, Copies of
Australian publications are also lodged with the National Library under the require-
ments of the Copyright Act 1968.

Development of the Australian Bibliographic Network (ABN) will continue in
1984-85, The Network operates in all States and Territories and enables on-line consul-
tation of the Library’s cataloguing information and the location of Library material by
59 fully participating. librarics and more than 70 dial up customers throughout
Australia, The computing capacity of the Library was upgraded in February 1984 to
enable the Library to cope with the increasing demands of the ABN.

Expenditure by the National Capital Development Commission (NCDC) in
1984-85 on the Library extensions and the removal of asbestos is estimated at $7.4m
($2.6m in 1983-84), and constil a large comp t of the increase in expenditure
under this heading in 1984-85,

Also included in this category is $1.0m for the non-salary operating expenses of the
Canberra Public Library Service (CPLS). Expenditure on salaries and overtime by the
CPLS is included in the Department of. Territories and Local Government’s adminis-
trative votes under the sub-function “Administrative Services’.

Australian National Gallery and Collection

The Gallery's allocation for 1984-85 is $13.9m, including $10.8m for salaries, ad-
ministrative and operating expenses, and $3.Im for acquisitions for the National
Collection, In addition, the Gallery estimates that it will receive gross revenue of $2.4m
from its commercial activities, admission charges, membership fees and corporate sup-
port. Net proceeds from admission charges are applied to acquisitions for the National
Collection, In addition, the budget provides $0.3m for capital expenditure on the
National Gallery in 1984-85,

Film Industry Development

The Australian Film Commission assists the Iocal film industry by providing equity
capital and loans for the production, promotion and distribution of Australian films
and television programs, Grants are also provided to encourage script-writers and to
assist in the development of new projects.

The provision of taxation concessions for the film industry prior to 1983-84 resulted:
in the Australian Film Commission reducing its loan and investment support for films
in recent years, and increasing its involvement in marketing and developmental activi-
ties, To redress that situation, the Government decided to reduce the generosity of tax-
ation concessional arrangements in 1983-84 and at the same time to increase direct
assistance. by providing the first of two instalments of $5m to the Commission for
increased activity on loan and investment support for fitms of high quality with poten-
tial for commercial viability. The second, and final, payment of $5m will be made in
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1984:85. This additional is reflécted in the'p: of $13.1m in. 1984-85 for
the purposes of the Commission (an increase of 4: 2% on 1983-84). Cash balances and'
general revenues estimated at $2.3mare also expected to be available for the purposes
of the Commission in-1984-85.

Assistance to the Arts

The Australia Council administers the Commonwealth’s major. programs of assist-
ance to the arts through Boards responsible for theatre, community arts, music, litera-
ture, Aboriginal arts, crafts, design and visual arts. These programs include assistance
for the Australian Opera, the Australian Ballet and the Australian Elizabethan Theatre
Trust Orchestras.

The Council’s allocation in 1984-85 is $43.6m (an increase of 14.0% on 1983-84).
This allocation includesa provulon of $1.9m over and above real ongoing funding levels
for arts support activities, in line with the Government’s undertaking to restore arts
funding to the 1975-76 real level. This i is expected to increase- further the Council’s
flexibility to redirect expenditure on the arts more towards community activities, in line
with Government policy.

The Public Lending Right scheme is expected to cost $1.8m in 1984-85. Under this
scheme authors and publishers of Australian books are compensated for loss of income
in cases where fifty or more copm of an eligible book are available forloan from public
libraries, It.is proposed that | be ‘in 1984-85 to provide a statutory
basis for the scheme,

Artbank, which acquires works of art from Australian artists for placement on hire:
in public places, is to be allocated $0.5m in 1984-85, including $0.4m for the dequisition'
of works of art. Revenue from the. hire of these artworks is estimated: at $0.2m for
1984-85.

War Memorial

In 1984-85 an amount of $7m ($6.4m in 1983-84) is provxded for the operatmg costs
of the Australian War Memorial, mcludmg provxsxons for the continuing upgrading of
exhibition areas, maintent of. , devel of the Memorial’s commer-
cial activities, and $0,3m for acquisitions,

In. 1982-83 work was commenced on-a three stage. program of upgrading the War
Memorial building, Expenditure of $1.6min 198485 ($1.3m in 1983-84) is expected to
complete stage 1 of this program,

Museum of Australia

An amount of $1.8m ($1.0m in 1983-84) is provided fo; the operating costs and.
of Australia in. 1984-85, including $0.2m for'

continued develop of the M
acquisitions.

Expenditure on capital works for the Museum is estimated at $0.Im in 1984-85
compared with $1.4m in 1983-84, reflecting the completionof a storage repository for
the Museum. collection at Mitchell, Australian Capital Territory, in 1983-84. In
1984-85:work will' on-an administration and exhibition centre on the site set
aside for the Museum adjacent to Yarramundl Reach atthe western end of Lake Burley

Griffin. (at a total cost of $0.9m). The-centre will provide office dation. for
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Museum staff and facilities for visitors. to view the site and final building design
proposdls.

Archives

An amount of $17.1m ($11:8m in 1983-84) is provided in 1984-85 for the preser-
vation and maintenance of archival material of national significance or public interest.
This includes $2.4m for the implementation of a computer acquisition program de-
signed to computerise many of the Australian Archives’ existing manual procedures,
with significant. long-term savings in terms of both storage space.and staffing require-
ments, Also included in' this item is $1.3m for expenditure on buildings and works
($0.1m in 1983-84),.representing progress with construction on a number of works at
various archives repositories throughout Australia.

National Film and Sound Archive

The National Film and Sound Archive (NFSA), which was previously part of the
National Library of Australia, was established as an autonomous unit. within the De-
partment-of Home Affairs-and Environment on 11 May 1984. Of the expenditure of
$1.3m recorded against this heading for 1983-84, $1.1m relates to expenditure by the
National Library of Australia on NFSA activities during 1983-84. The Government re-
cently announced'that an NFSA Advisory Committee. will be established, to report to
the Government within 12 months with proposals for the. future development of the
NFSA.

An allocation of $2.6m has been provided in. 1984-85 for the operating expenses of
the NFSA, including $0.5m for acquisitions and preservation of the film and sound col-
I , and ‘provision for i d staffing . Offsetting, this allocation the
NFSA is expected to generate revenue of somé $0.3m from charges for services during
1984-85. The NFSA will be relocated in the former Institute of Anatomy building in
Canbeira, pending Government consideration of the Advisory Committee’s report.

Youth, Sport and Recreation

An amount of $65.5m.is provxded under this heading in 1984-85 pared with
$41.2m in 1983-84; anincrease of 59.1%. ngmﬁcant areas of increase in 1984-85 include
the following:

e $3.5m ($2.6m in 1983-84) for the continuing establishment and administrative
costs of the'sport and recreation component of the Department. of Sport, Rec-
reation and Tourism.
$10.8m ($8m in 1983-84) to provide assi ona g basis to the States,
Territories, Local Government and sporting bodies for the establishment and de-
velopment of international ‘standard sports facilities: This amount comprises
$5.8m to meet outstanding commitrnents from the. previous. multi-year program
and an additional $5.0m as part of a new $27m three-year program,
$11.0n for an expanded sport and recreauon program ($8.5m in 1983-84) under
which assistance is provided:
~ to national sporting bodies for administration, coachmg and other activities

such as participation in international competifion;
- forspoit arid recreation for the disabled;
- tolife-saving bodies;
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~ for the conduct of the Australia Games;

~ for national recreational organisations to encourage recreational activities and
to contribute to the development of the C Ith’s recreational and
fitness policies; and

- for team preparation for the 1986 Commonwealth Games.

$8.9m for the expenses of the Australian Institute of Sport (AIS) ($5.6m in

1983-84) which provides potential top class Australian sportsmen and sports-

women with access to specxahsed coaching programs while allowing them to pur-

sue their studies and careers;This includes:

- $0.6m for two new resident sports, as yet to be decided, one of which is to.be
di alised, This will i the ber of Institute sportsto 11;

- $6.9m ($5.6m in 1983-84) for the operating expenses of the Institute. The in-
crease of $1.3m mainly reflects the full-year effect of additional staff and facili-
ties iated with the continuing establishment of the Institute; and'

~ $1.4m for specialist equipment for training facilities and other equipment for
new facilities which will come into operation over the coming year,

$20.8m for expenditure by the National Capital Development Commission on fa-
cilities at the National Sports Centre at Bruce, Australian Capital Territory (an
increase of $10,7m on 1983-84). Of this, $20.dm'is to be spent on projects includ-:
ing indoor sports training facilities (total cost $9.8m), an administration building
and residential accommodation (total cost $9.5m), a sports science building
(total cost $4.9m) and upgrading of the National' Athletics Stadium for the
World Athletics Cup—Stage 1 (total cost $6.4m). In addition, work wilt com-
mence during 1984-85 on Stage 2 of work at the National Athletics Stadium for
the World Athletics Cup (total cost $1.7m) and construction of carparks and
roadworks (total cost $1.2m).

$4.2m for grants-in-aid to Aboriginal communities and groups for cultural, rec-
reational and sporting activities ($3.1m in 1983-84),

The Government will provide $1.2m in 1984-85 to promote International Youth
Year (IYY) (out of a total allocation over three budgets of $2m) and $0.3m to assist
national and State organisations foster IYY activities in 1985, Other youth-oriented
expenditures in 1984-85 include $1.3m for assistance to youth organisations, youth
studies, and international youth exchanges ($1.1m in 1983-84).

America’s Cup—I987 Defence

An amount of $6m is. provided in 1984-85, with an overall commitment of up to
$30m in the period to 1986-87, for projects that will both assist in the smooth running of
the defence and be of lasting benefit to the people of Australia, An additional $0.2m is
also provided in 1984-85 for the establishment of the America's Cup Secretariat in
Fremantle.

Australian Bicentenary Celebrations

Expenditure of $20.1m under this item reflects an increased provision to the Aus-
tralian Bicentennial Authority (ABA) for the commencement of program payments
for the Australian Bicentennial celebrations in 1988, for which the Commonwealth has
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earmarked $166m (1982 prices) made up of a National Program ($118m) anda § for §
Commonwealth/State Commemorative Program ($48m), The provision includes:

- $6.9m for the operating expenses of the ABA (54.0m in 1983-84);

- $10.0m for the first p ds the C ith/State C at-
ive Program; and

- $3.2m for the National Program ($0.4m in 1983-84).

Other Cultural Organisations

Outlays under this heading in 1984-85 are estnmau-.d at $11.9m, compared with
$9.5m in 1983-84, Provisions under this heading

® amounts of $l.9m and $0.5m as further part paymcnts of total grants of $5m and
$2m respectively towards prer  for y celebrations in Vic-
toria-and South: Austraha to be held in 1985 and 1986, Since 1982-83, when pay-
ments commenced, $2.5m has been paid to Victoria and $1.1m to South
Australia;

¢ an amount of $0.2m to the Southern Cross Museum Trust to enable the con-
struction of the flying replica of that aircraft to be completed;

® $0.5m for the Australian Children’s Television Foundation, a private company
limited by guarantee that was established early in 1982 with the assistance of the
Commonwealth and some States to encourage the development, production and

deasting of quality televisi for-children, The 1984-85 allocation

brings the total Commonwealth contribution to the Foundation to$1. 8m;

® grants totalling $0.5m for the National Trusts;
® $0.6m for the observance of Australia Day; and

® $0.2m for administration of the Historic Shipwrecks Act 1976, under which
funds are provided for rewards as and when approved, for servicing the Aus-
tralian/Netherlands Committee on Old Dutch Shipwrecks and for the protection
of historic shipwrecks and relics.

Wildlife and National Parks

‘This heading covers the costs of the Commonwealth’s involvement in wildlife con-
servation, and the devel and t of national parks and nature reserves
onland and sea. An of $17.1mi 1s ided in 1984.85 compared with outlays of
$14.5m in 1983-84, The 17.6% increase. generally reflects greater Commonwealth con-
tributions towards activity in three of Australia’s World Heritage Areas.

Outlays for the Australian National Parks and Wildlife Service (ANPWS) are
planned to increase by $1.7m (16.6%) to $10.6m in 1984.85 reflecting the further devel-
opment-of the' Kakadu National Park in the Northern Territory. The Government has
agreed to an accelerated program of development of visitor facilities and infrastructure
in the Park. Increased funding also allows for the initiation of a program to protect rare
and endangered species and the continuation of wildlife monitoring and other research
and survey programs initiated during, 1983-84. An amount of $0.2m has been included
to meet the costs of administering the Wildlife Protection (Regulation of Exports and
Imports) Act 1982, Tt is estimated that $50 000 will be recovered by way of fecs which
will partly offset these costs,
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Some 98% of the Great Barrier Reef Region has now been incorporated in the Great
Barrier Reef Marine Park. Expenditure by the Great Barrier Reef Marine Park Auth-
ority in 1984-85 is estimated to be $4.4m, an increase of 5.8% over 1983-84, and-will be
directed to the development of fusther zoning plans in the Park as well as the manage-
ment of the thrée sectios already zoried (Capricornia, Calms/Cormorant Pass and Far
Northern). Day-to-day- management of these sections is provided by the Q land
National Parks and Wildlife Service on a cost sharing bms with the Commonwealth,

In 1984-85 $0.3m is to be provided on an interim:basis to assist in the management
of the South-West Tasmania World Heritage Area. Interim assistance was also pro-
vided in 1983-84, and details of expenditure in 1984-85, including long term cost
sharing amngemcnts, have yet to be agreed with the Tasmanian Government.

National Estate

In 1984-85, an amount of $2.9m ($2.8m in 1983-84) is provided to finance programs
of assistance to the States and the Territories for the restoration, preservation and im-
provement of buildings and areas of special significance. In addition, $0.6m is to be pro-.
vided to the Tasmanian Government on-a $2 for $1. matching basis for the sixth year of
a seven-year program to restore and.develop the Port Arthur reglon The cost to the
Commonwealth of this seven-year program is-currently esti d to be of the order of
$6m, of which $4.9m has been provided since 1979-80,

lian Heritage Ct issi

The Australian Heritage Commission-is responsible:for the identification.of places.
of National Estate significance and for providing advice on for their protec-
tion. An-amount of $1.4m is provided for the operatlonal costs of the Commission in
1984-85, an increase of 16.6% on the Commission’s expenditure in 1983-84 ($1.2m).

Cultural and Recreational Activities in the Australian Capital Territory, nec

An. amount of $24.8m is provided in 1984-85 under this heading ($23.lm.in
1983-84) to cover the net cost of construction and maintenance of parks, gardens and
reserves, as well as the provision of assistance for cultural, recreational and community
activities in the Australian Capital Territory (including Jervis Bay), The increase is.
mainly due to an increase of $0.8m in grants made to cultural, recreational and.com-
munity organisations from the Australian Capital Territory Community Development
Fund and a $0.6m increase in operating expenses.of the National Sports Centre, Can-
berra mainly reflecting the additional sporting facilities in use in 1984-85. These in~
creases are partly offset by an i of $0.3m in from sports hall hire-and
swimming pool charges.
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8. ECONOMIC SERVICES

‘This category covers the several economic services and the numerous forms of econ-
omic assistance provided by the Commonwealth to industry and to the community gen-
crally. Besides outlays for the provision of economic infrastructure, there are outlays on.
the reguhtlon of vanous pnvate sector economic activities and for more direct forms of
C jon in ic activity. As shown by the table at the begin-
ning of this Statement, the total outlays classified under this function were $3761.5m in
1982-83 and $4094.8m in 1983-84 and arc estimated at §4349.9m in 1984-85.

A. TRANSPORT AND COMMUNICATION

The following table shows that Commonwealth outlays for transport and communi-
cation purposes are expected to increase by $128.0m or 7.4% in 1984-85, This largely re-
flects increased expenditures on-development works at Brisbane, Darwin and Perth
Airports; increased road grants to the States and the Northern Territory; payment of
the balance of a grant to Tasmania to purchase-a replacement vessel for the Bass Strait
sea passenger service; and a special payment to Victoria for'a transport improvement
program. These increases are partly offset by reduced expenditures under the Aero-
drome Local Ownership Plan, due to the completion or near-completion in 1983-84 of a
number of large airport development projects.

Compared with the practice a few years ago, when Commonwealth statutory bodies
which operate transport or communication services borrowed from or through the
Commonwealth, most of these agencies now borrow directly from the capital market.
on their own behalf. Transactions between these bodies and the budget in recent years
have been largely d to the rep or roll of earlier loans provided to
them from the budget, together with interest and dividend payments to the Common-
wealth. Details of such budget receipts are recorded in St No. 4 under ‘I s
Rent and Dividends’, Receipts and outlays figures for the Commonwealth Government
sector as a whole up to 1983-84, which take account of the activities of these agencies,
are shown in Table 11 of Statement No. 6. An analysisof trends in C Ith sec-
tor capital expenditure is appended to that Statement.
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1982-83 1983-84.  1984-85
Actual Actual’  Estimate Change
) $m sm sm $m %
Communication— .,
National Communications Satellite System 435 - 1.9 + 19 na,
Radio Frequency Management . . . . 129 140 15.5 + L5 4+ 104
AdministrationandOther . ., , . . . 59 ka] 74 + 04 + 50
ol e 624 21 48+ 37 177
lnl:rcsl~beanng Advance. . —_ — 167.8 +1678 na.
Repayment of Interest-beasing. Advances . — - 167.8Cr -161.8 na.
Total Communication . ., , . . 624 211 248+ 37 4+ 177
Air Transport-—
Provision of Civil Aviation Services—
Operauonal and Administrative Expendi-
. 3609 8L} 404,7 + 236 + 62
Plunl and Equxpmenl for Auwuys und
Navigational Facitities . . . 226 26.1 312 + 52 + 197
BuildingsandWorks . . . . . . ., 1180 69.8 13 + 415 + 594
Recoveries—
Air Navigation Charges t24.2Cr 123.2¢Cr 1342¢r - 11O ~ 90
Airport Rentals and Buslnes Conces-
stons . . ... L ... 40.0Cr 43.2Cr 507Cr — 15 - 173
Other . . . . . . ... .. 15.1Cr 15.7Cr 180C — 22 -~ 142
Total Civil Aviation Services: ., . . 3222 2948 3443 + 495 + 168
Qunltas Airways Limited —
Capital Contribution C e e e 600 —_ — — -
Repayment of Advances. . .. 9.1Cr 70Cr 63Cr + 07 + 96
Aus(ralmn National Airlines Commission
CupnluIConmbulwn e e e 1150 — — - -
Repnymcnlof/\dvanccs v 3.2Cr 24c¢r 12Cr + 12+ 494
Assislance to Operators and Avmnon Bod
AirService Subsidies . . . e 6.2 69 72 + 03 + 45
GrunlstoAvmuunOrg.lmsu(Ions . 0.6 0.6 0.8 + 01 + 231
Acrodrome Local OwnershipPlan . . 299 342 217 - 65 - 191
Total AirTransport .+« + « . . 5216 n12 3n.s + 452 -+ 138
Roud Transport—
Roud GrantstoStatesand NT. . . . . . 8509 12037 12452+ 415 4+ 34
Rouid and Reluted Worksinthe ACT . . 19.6 203, 283 4+ 80 + 4
Public Transport und Equipment in the ACT s 26 30 + 04 + 145
Specinl Payment to Tasmania for Tourist
Rouds . 10.0 - —_ —
SpecmlGrnnlforSccondHobArandgc 16,7 49 40 - 09 -— 183
Roud Research and Investigations . 20 30 25 05 — 176
TotaiRord Transport:  , . . , . 9023 12344 12829 + 484 + 39
Ruil Transport-
Australiun National Railways Comm|ss|on—
OperatingLoss . . . . . . 106.0 91.3. 87.9 - 34 - A7
CupnulPuymenls 3.0 30 53 + 23 4+ 767
Alice Springs-Darwin lewuy Prelimi
nury Planning . 30 38 — - 38 — 1000
Adelaide-f Cryslul Brook Loun Repay-
ment .o, . . .- - 0.ICr - + 07 + 1000
Assistance to States—
Muainline Upgrading e e 280 4.2 0.1 = 41 - 983
Repaymentsof Advances . . . . . 4.8Cr 7.3Cr 63Cr + 09 + 127
RuilResearch . . . . . . ., .. 0.5 04 S+ 01+ 143
Total Rail Transport . . . . 135.7 94.8 874 =13 - 17
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1982-83  1983-84  {984-85

Actual Actual  Estimate Change
Sm Sm $m $m %
Sea Transpost-—
Ausmhan Shipping Commission (ANL)—
Cupital Contribution . . . 900 - - - -
Payment of lnterest»beann;/\dvanm . — — 344 + 344 na.
RepaymenlofAdvanm . 738Cr 2.3Cr 520Cr ~ 49.6 na.
Subsidies for Services . . . . 40 48 20 - 28 ~ 581
O(herPaymcnu O 0.6 0.1 - - 01 - 1000
Tasmanian Freight Equalisation Scheme 213 29.3 29.3 o= 0l
Australian Shippers’ Counfll “! 02 0.2 0.2 oo+ 33
Payment to Tasmania—Rep! lccmenlo ass
g(ml Passenger Vessel' . - Lo 250 + 243 na.
Pravision of Scrvices—
Buildingsand Works . . . . . . . 1.5 0.7 58 + 5l n.a,
Maritime Services: 132 148 17.9 + 31 + 208
1 10 OTC for Marili  Communi-
Paga"l,leo':\so. . .or. ?"."". e e 44 4.8 5.1 + 03 + 73
Repayments , . . .+ « . o .« . . 0.2Cr 0.2Cr 06Cr ~ 04 — 1639
TotalSea Transport . . . . . . 66.8 530 67.1 + 141+ 265
Pipelines—
Pipelinc Authority . . . . . . . 255 138 158+ 20 -+ 145
Repayments . . . . . .« . . . . 18.6Cr 19.9Cr 206Cr — 07 -~ 37
Tolal Pipelines . . . . . . . 10 6.1Cr 48Cr 4+ 13 4+ 208
Special Pﬂymenu(olheSlumforTrunspon . 650 — 19.0 + 190 na.
Inter-State Commission , . . . . - 0.2 1.3 + 1.0 na,
BureauchramportEconomlu [P 3.1 3.1 33 + 02 + 72
of Transport—Other di 356 440 50.7 + 67 + 151
Olhchecoveriu W e e e 33.0Cr 40.6Cr 450Cr — 44 — 108
TOTAL TRANSPORT AND
COMMUNICATION . . . . . { 7669 1731.2 1859.2 +1280 + 74

COMMUNICATION

National Communications Satellite System

AUSSAT Pty Ltd, which has an issued share capital of $75m, was established.as a
company wholly-owned by the Commonwealth to own and operate the domestic satel-
lite communiications system: to bé introduced in Australia in 1985-86, As at 30 June
1984 the total subscribed capital of AUSSAT was $49.5m. In November 1983 the
Government announced that it had decided not to proceed with the proposed sale of
49% of the Commonweilth’s equity in AUSSAT to the private sector but instead would
offer up to 25% of the equity in AUSSAT to Telecom. Revenue of $14.9m is expected
from this sale in 1984-85. A further call of 30 cents per share is to be made by AUSSAT
in 1984-85, The budget provides $16.9m to meet the C Ith’s i in
this regard..

Radio Frequency Management.

A total of $15.5m is provided-in 1984-85 to enable the Department of Communi-
cations to regulate and monitor the use made of the radio frequency spectrum by a wide
Tange of. orgamsauons and mdwnduals for a variety of pnvate, commercial or public

ications purposes. Included in this. total is $1.2m for the purchase of
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d spectrum itoring and surveillance equipment, including satellite moni-
toring equipment, to enable the Department to enhance the effectiveness of its.future
activities in the management of the radio frequency spectrum.

Administration and Other Expenditures

This.item consists largely of the salary and administration expenditures of the De-
partment of Communications which have not been attributed to other functions. In-
cluded in the total are amounts of $0.3m to cover the costs of relocating Central Office
staff from Sydney and Melbourne to Canberra, and $0.5m for the purchase of a main-
frame computer by the Department.

AUTHORITIES PROVIDING COMMUNICATIONS SERVICES

Communications services- are provided by the Australian Telecommunications
Commission, the Australian Postal Commission and the Overseas Telecommunications
Commission, all of which operate outside the budget. Since 1978-79, transactions be-
tween these authorities and the budget have been confined to the payment of interest

and dividends to the C Ith, as recorded in Statement No. 4, The receipts and
outlays figures for the Commonwealth Government sector as a whole presented in,
Stat t No. 6 take of the activities of these authorities,

Australian Tel ications Ct ission (Telecom)

Telecom is required to operate on a commercial basis with the financial objective of
generating, by way of charges for its services, such amounts as will enable it to cover its
operating costs and finance at least half of its capital expenditures each year. The exist-
ing legislative provisions relating to Telecom's financial structure and statutory finan-
cial objectives are currently under review by the Government. Telecom’s capital expen-
ditures in 1984-85 are estimated to total $1925m, compared with about $1677m in
1983-84, This program will be partly financed by borrowings ($600m) with the balance
of the funds required continuing to come from internal sources (particularly de-
preciation provisions and retained profits). Telecom is expected to borrow significantly
more from the capital markets in 1984-85 than it did in 1983-84 ($310m) as a conse-
quence of the new “global” approach to borrowings by Commonwealth and State semi-
government authorities which the Loan Council has adopted, on a trial basis, this.year.
The corollary is that Telecom will not need: to retain any of its estimated employer

ion contributions to the C wealth.in 1984-85, as has been the prac-
uce in recent years, Furthermore, Telecom will be able to pay to the Commonwealth in
1984-85 the interest that Telecom would. otherwise. have credited to its own internal
superannuation account in respect of the accumulated balance of the retained portions
of Telecom's employer superannuation contributions to the Commonwealth in each'
year from 1978.79 to 1983-84 (instead of just for 1983-84, as was the case last year).

During 1975-76 the Commonwealth made a number of loans totalling.$167.78m to
Telecom from the budget, The rate of interest applicable to these loans (10%) was set
at the rate of yield to maturity of the long-term loan last opened by the Commonwealth
in Australia for public subscription prior to when. the loans to Telecom were made.
That particular Commonwealth loan matures on 15 February 1985, To enable the rate
of interest charged on the relevant loans to Telecom to be adjusted to reflect prevailing
economic conditions, it has been decided that Telecom should repay these loans to the
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Commonwealth on 15 February 1985 and that a new loan for an equivalent total
amount should be provided.to Telecom from the budget on the same day. The terms'
and conditions of this new loan will be determined by the Minister for Finance at that
time, pursuant to Section 72 (2) of the Telecommunications Act 1975,

Australian Postal Commission (Australia Post}

Australia Post is also required to operate on a commercial basis with the financial
objective of raising, by way of charges, such amounts as will enable it to cover its oper-
ating costs and also finance at Icast half of its capital expenditures each year. The legis-
lative provisions relating to the financial structure and statutory financial objectives for
Australia Post are also currently under review by the Government. Australia Post's
capital investment program in 1984-85 is estimated at' $55m, compared with about
$50m in 1983-84, This program is to be totally funded from internal sources in 1984-85,

Overseas Telecommunications Commission (OTC)

OTC is responsible for providing telecommunications services between Australia
and other countries, and is also required to operate on a commercial basis. In 1984-85,
OTC is expected.to pay a dividend of $§19.9m to the Commonwealth (see Statement
No. 4). OTC will participate in & new Indian Ocean cable project (to replace the
SEACOM cable, which is due to reach the end of its design life in 1986) linking Perth-
Jakarta-Singapore and then on to Asia and Europe via connecting cables, The new
cable is expected to be operational by late 1986, OTC will finance approximately 50%
of the cost'of the new cable; involving OTC in estimated expenditure of $90m. This will
be financed by OTC from borrowings and retained profits (after OTC meets its pro-
jected dividend obligations to the Commonwealth).

AIR TRANSPORT

Provision of Civil Aviation Services

The Department of Aviation provides many services to the air transport industry,
including air traffic services, the operation of 58 aerodromes and a network of air navi-
gation facilities and air rescue and fire-fighting services, and has responsibility for the
prescription and enforcement of air worthiness standards. These activities account for
the major portion of operational and administrative expenditures and outlays on build-
ings, works, plant and equipment.

Operational and Administrative Expenditure

Operational and administrative expenditures on air transport activities in 1984-85
are estimated to total $404,7m, an increase of $23.6m over 1983-84, Salaries, including
overtime, for the Department of Aviation account for $283.3m, up $10.8m or 4.0% on
1983-84.. This increase largely reflects the full-year effect of National Wage Case de-
cisions during 1983-84, partly offset by a reduction in staffing levels. The non-salarics
component of administrative and operational expenditures by the Department
($121.4m) represents an 11.8% increase over 1983-84 expenditure, This reflects cost in-
creases. and provides for a special allocation to reduce the Department’s maintenance
backlog as well as increased funding for the engagement of consultants associated with:
the selection of a site for a second major airport at Sydney; the payment of a deposit to
AUSSAT for the lease of four satellite transponders to provide for the Department’s
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-use of the national communications satellite system when it becomes. operational in-
1985-86; the engagement of consultants associated with the introduction of separate
airport and airway charges and the review of economic regulatory arrangements for
domestic aviation; and various efficiency initiatives such as increased use of computer
services.

The estimates provide $0.4m for continued work towards the establishment of a
National Airports Authority, and 'include. $0.6m for salaries and administrative ex-
penses for the Independent Air Fares Committee, which, under the Independent Air
Fares Commistee Act 1982, is responsible for determining the' domestic air fares
charged by operators of regular public transport sesvices.

Plant and Equipment for Atrways and Navigational Facilities

An amount of $31.2m is provnded for purchasu of navigational, communications
and other plant nnd equ:pment in 1984-85, an increase of $5.2m or 19.7% on 1983-84,
Projects approved in p! budgets which are entering major expenditure phases
mainly t for thls ., These projects (the esti d total cost of each proj-
ect is shown in brackets) include the mswllatio'n of earth.stations to provide for the
Departmient’s use. of the national communications' satellite: system ($30.9m); equip-
ment iated with the re-develoy t of Brisbane Airport ($9.3m); the acquisition
of air traffic control simulators for training, purposes ($6m); and the replacement of
fire-fighting vehicles (55.5m). New projects admitted to the program include the acqui-
sition of a general computer network for the Department of Aviation (§8.4m); the pur-
chase of equipment associated with taxiway works at Sydney (Kingsford-Smiith) Air-
port ($1.3m); and the purchase of computer hardware and software associated with the.
introduction of separate charges for airport and airway facilities ($0.4m). The Com--
monwealth’s. total' commitment under ‘this program over the next. threc years is
$103.2m,

Bulldings and Works

Provision for outlays on buildings, works and related acquisitions totals $111.3min
1984-85, an increase of $41.5m or 59.4% on 1983-84 outlays. This largely reflects
increased expenditures.on re-development of the Brisbane and Darwin Airports; and
the construction of a new international terminal building at Perth Airport, all of which.
were approved in previous years, New major.airport upgrading projects included in the
program (the estimated total cost of each project is shown in brackets) are terminal
area works at Townsville Airport ($15.3m); taxiway augmentation at Sydney
(Kingsford-Smith) Airport ($16m); and terminal extensions at Canberra Airport
($1.8m). Also included are works to upgrade Hobart Airport for use by international
wide-bodied jet aircraft on a restricted basis ($3m), which will be funded under the:In-
terim Financial Agreement with Tasmania concerning the provision of financial assist-
ance to that State following the cessation of the Gordon River Power Development,
Stage IIin South-West Tasmania. As there is no aviation justification for this.upgrading
at the present time, the costs involved will not be attributed to the aviation industry for
COSt recovery purposes.

Approval has also been given for.design development to proceed in 1984-85.for.the
eventual establishment of training facilities at Canberra Airport for air traffic control-
lers and. flight service officers ($10.3m), and for consolidation of the: Department of
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Aviation's regional store, training school and workshop facilities in New South Wales in
one location ($6.5m).

Recoveries

Alr Navigation Charges

Revenue in 1984-85 from this source is estimated to total $134.2m, $11.0m more
than in 1983-84, The iricrease reflects a reduction in the penalty free period for late pay-
ment of air navigation charges, from 45 to 28 days after the charges become due and
payable; initiatives to reduce general aviation bad debtors; and the impact of a pro-
jected'modest increase in aviation activity.

Overall cost recovery in 1984-85 is estimated at about 59%, compared with 58% in
1983-84 and a peak of 66% in 1979.80, The recovery rate in 1984-85 is expected to be
about 102% for international airlines, 103% for the domestic trunk sector, 34% for re-
gional airlines, 8% for commuters and 17% for the general aviation sector. An indepen-
dent committee established by the Government is currently inquiring into aviation cost
recovery.

Revenue from excise on aviation gasoline and aviation turbine fuel (which.is clas-
sified as a budget receipt and included in Statement No..4).is also attributable for cost
recovery purposes. The rate of excise is to be increased: by 0,25 cents per litre from
budget night, resulting in an estimated increase in revenue in 1984-85 of $2. 4m Inad-
dition, the excise on aviation fuel is subject to six- hiy ind
introduced'in the 1983-84 Budget. In total, revenue from aviation fuel excise in. 1984-85
is estimated toincrease by $5.3m to $78.1m.

Alrport Rentals and Business C 7

Revenue from airport rentals in 1984-85 is estimated to increase by $1.4m to
$18.4m, mainly refiecting the introduction of revised terminal rental arrangements for
airlines. Revenue. from business concessions at airports in 1984-85 is estimated at
$32.3m, an increase of $6.1m. This increase results, ini part, from revised car rental con-
cession arrangements introduced on 1 July 1984 and new business concessions..

Other Recoveries

Recoveries from other departments and.organisations for services provided by the
Department of Aviation aré estimated at $14.7m, up $1,9m on 198384, Charges levied
on a range of regulatory services provided by the Depmment are expected to total
$441 000 in. 1984-85, up from $339 000 in 1983-84, due to increases in charges for some
of these services. Other recoveries, including rental from departmental residences, car
parking fees, recoveries. from Papua New Guinea for civil-aviation services.and other.
miscellaneous recoverics, are estimated at $2.8m, an 11.1% increase on 1983-84,

Repayments of Advances by Qantas Airways Ltd and Australian Natlonal Airlines
Commission (TAA)

Past advances to Qantas and TAA by the-Commonwealth mainly comprised the:
proceeds of loans raised by the Commonwealth on behalf of the airlines to assist in the
financing of aircraft purchases. Amounts repaid by the aitlines tothe Commonwealth
in respect of past loans. (estimatod:-at $7.5m in 1984-85) are in turn repaid to the
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lenders. The forecast reduction (from $9.4m in 1983-84) rcﬂects the timing of  repay-
ments, partly offset by ad: h rate Thet d to re-
main outstanding in respect of these Toans as at 30 June 1985 is about $27m (based on
the average exchange rate for the month of July 1984). This is due for repayment over
the next two years. Qantas and TAA can now raise loans on their own behalf, in some
cases under C Ith or fi projects under lease financé arrange-
ments; they have not borrowed from the budget since 1976-77,

Interest payments and, when they are made, dividend payments from TAA and
Qantas to the C. hare ded in Stat, t No. 4, In 1984-85, Qantasisto
pay a dividend in respect of its 1983-84 operations of $6.9m. The financial activities of
Qantas and TAA are comprehended in Statement No. 6, which includes receipts and
outlays figures for the Commonwealth Government sector as a whole.

Assistance to Operators and Aviation Bodies

An amount of $1.1m has been provided for p by the C calth of a
subsidy to TAA, on a § for § basis with the Queensland Government, for the con-
tinuation for the ten months ending 30'April 1985 of airline services to communities in
western Queensland, Each Government provided'about the same amount for this pur-
posein 1983-84,

The C ealth will inue to provide assistance to reduce air fares charged
by the airlines on routes between Melbourne and Tasmania below the:fares applicable
to comparable routes on the mainland. An amount of $5.6m will be made available in
1984-85 for this purpose, compared to expenditure of $5.2m.in 1983-84, The Govern-
ment will also continue to provide financial assistance to operators of certain air ser-
vices in order that communities in the remote areas concerned receive:a basic level of
service, An. amount.of $456 000 will be made available in 1984-85 for' this purpose,
compared with expenditure of $469 000 in 1983-84, The Government will be undertak-
inga review of air service subsidies during 1984-85.

Provision has been made in 1984-85 for contributions of $525000 to the Inter-
national Civil Aviation Organisation and $30 000 to the Commonwealth Air Transport
Coungil, Grants will be provided to various domestic aviation bodies in 1984-85 as fol-
lows: $70 000 to the Gliding Federation of Australia; $31 500 to the Australian Para-
chute Federation; $15 000 to the Sport Aircraft Assoctation of Australia; $15 000 to the
General Aviation Association; $30000 to the Royal Federation of Aero Clubs of
Australia; $15 000 to the Australian Ballooning Federation; $15 000 to the Hang Glid-
ing Federation of Australia; $15000 to the Australian Ultralite Federation; and
$15 000 to the Australian Sport Rotor Craft Federation. In total, these grants represent
an increase of 101.4% on 1983-84 grants, partly reflecting the fact that the Common-
wealth has not previously contributed to the last four organisations.

Aerodrome Local Ownership Plan
The Acrodrome Local Ownership Plan was established to facilitate the transfer of

C mm ..alth-owned d servicing local needs to-local ownership, with the

b of g the rational development of Australian acrodromes and their

more efficient administration. Under the Plan, the Commonwealth provides grants
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towards the cost of upgrading acrodromes at the time of transfer to local ownership,
and towards the development and maintenance of locally-owned acrodromes.

An amount of $27.7m has been provided in 1984-85 (compared with expenditure of

$34, 2m in t983-84) to meet the Commonwealth’s share of the cost of approved

1 " and mai d by local government

authorities. and other aerodrome licensees under the Plan. The reduced provision in

1984-85 mainly reflects the pletion or nea pletion of a ber of large

development projects in 1983-84, such as at Cairns, Devonport and Port Hedland,
partly offset by other projects reaching major expenditure phases.

The C salth’s itment to provide development grants under the Plan
over the next 3 years currently totals $61.9m. Major projects already approved or
underway include airport upgrading works at Coffs Harbour ($9m), Tamworth
($8.7m), Broken Hill (§5.2m), Bundaberg ($0.9m) and Kingscote ($1.8m). Continued
upgrading to F28 aircraft standard will take place at Armidale, Cooma, Tamworth and'
Casino at a total cost of $9.7m, Provision also exists for development works at various
other acrodromes subject to the relevant local authorities accepting transfer of the
aerodromes under the Plan,

ROAD TRANSPORT

Roads Grants 10 States and Northern. Territory

Under the Roads Grants Act 1981, the Commonwealth is providing $3650m to the
States and the Northern Territory for expenditure on roads over a 5 year period ending
1984-85. An amount of $825m will be allocated in. 1984-85, $778m was provided in
1983:84..

In addition, an estimated $2500mis to be provided for road-works and urban public
transport projects under the Australian Bicentennial Road Developmem (ABRD)
program over the period 1982-83 to 1988-89. The.aim of thns program is to develop
sections of the road system to a high standard by 1988, thet | year, Under the
program, funds for arterial and local roads.are allocated between. the States generally
on the basis of a set of relativities contained in the Roads Grants Act 1981; funds for
national roads, however, are distributed on the basis of assessed national priorities.

‘The ABRD program is being financed by an excise surcharge on motor spirit and
distillate, which is set at 2 cents per litre.from 1 July 1983 and which will terminate.on
31 December 1988, This levy (net of rebates) and. interest carnings on unexpended
amounts are paid into the ABRD Trust Fund and can be used only for this program. It
is expected that $410m will be collected from the excise surcharge during 1984-85.

An amount of $417m will be provided for expenditure under the program in
1984-85, the same amount as was spent in, 1983-84. The Trust Fund is expected to have
a balance of $60.0m as at 30 June 1985 for subsequent expenditure under the program.

Other Special Payments

An amount of $0,5m has been allocated for expenditure on road projects in the steel
regions in 1984-85, This continues the roads component of special support which was
provxded initially in 1983-84 within a package of assistance to the steel regions, included

1y under the sub-function ‘Labour and Employment®, Also included under this
headms is a provision of $2. 7m for 198485 as special assistanée to the Northern,
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Territory for accelerated upgrading of the.Stuart Highway. Further funding for roads
will be provided in 1984-85 under the Jobs on Local Roads program, included under the
sub-function ‘Labour and Employment’,

Road and Related Works in the Australian Capltaﬁ'err’lwry

This heading covers outlays on the construction, imp t and mai of
urban, arterial and rural roads, highways and bridges in the Australian Capital Terri-
tory. In 1984-85 a further payment of $1.4m is to be made to the New South Wales
Government as a contribution to the: construction of the Burbong Bridge (which,
although located in New South Wales, will replace an older bridge on the Australian
Capital Territory side of the border). Other outlays under this heading include $16,5m.
for the construction of new roads and improvements to existing roads, $8.4m for road
maintenance and $2.0m for the provision of strest lighting.

The increase in outlays mainly reflects progress with the construction of roadworks
directed towards developing appropriate access arrangements for the new Parliament
House.

Public Transport and Equipment in the Australian Capital Territory

Expenditure under this heading includes the purchase of buses for Canberra’s bus
service (ACTION). Estimated expenditure in 1984-85 is $3.0m, compared with $2.6m
in 1983-84,

Special Grant for Second Hobart Bridge

The Commonwealth is funding (by. way of special grants) the full cost of providing
asecond bridge across the Derwent River in. Hobart, The total cost of this new bridge
(the Bowen Bridge), which was opened in February 1984, as well as.its. immediate
approaches and'associated works, is estimated to be about $50,7m, of which $46.7m has
already been provided. The remaining $4m will be made available in. 1984-85, This will
cover the dismantling of the related temporary Bailey Bridge, outstanding contractor
claims and essential land reformation around the area.

Road Research and Investigations

The provision under this heading includes. the. C Ith’s financial contri-
bution of $2m to the Australian Road Research Board, the same: amount as was
allocated in 1983-84. The Board, which is also funded by the States, undertakes re-
search into road design and construction, traffic engineering and traffic

Funding also is recorded under this heading for two Inquiries which were initiated
by the Government during 1983-84, The Independent Economic Inquiry into
Transport Services to the. Northern Territory was completed during 1983-84 (see
below). The other Inquiry, into the National Road Freight Industry, is due to be
completed carly in 1984-85,

RAIL TRANSPORT

Australian N ! Railways C ission (ANRC)
Operating Loss
A provision of $87.9m has been made as a contribution towards. ANRC's
anticipated operating loss in 1984-85, This compares with a subsidy payment of $91.3m
in 1983-84. The 1984-85 provision includes $18.1m: to subsidise operating losses of the
Tasmanian railway system. For 1984-85, ANRC has a financial target which would
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its operating loss to d the same level as the expected 1983-84 result, The
Government is continuing to consult with ANRC to identify means of improving its
financial performance.

Capital Payments

ANRC's capital works program of $27.0m in 1984-85 will be financed by loans from
the budget ($3m), internally generated funds (521.7m), funds from the Common-
wealth Rebate for Apprentice Full-time Training Scheme ($0.3m) and through the
carry over of funds raised on the domestic. market in 1983-84 for expenditure on the
Adelaide to Crystal Brook rail line ($2.0m).

The budget loans are for rehabilitation of the Tasmanian rallway system. A ten year
rehabilitation program, estimated to cost.$20m, was d'in 1977-78; expendi
ture to 30 June 1984 totalled $14.6m.

The internally generated funds include $18.7m provided as a depreciation com-
ponentof the operating loss subsidy and $3.0m derived from the sale of assets.

ANRC will also seek to-raise §9.5m.on the domestic capital market to refinance
some previous domestic borrowings which fail due in 1984.85;

In addition to ANRC's capital program, the Government is providing $2.3m to
ANRC in 1984-85 for improving rail services to-Alice Springs (see below).

Alice Springs—Darwin Railway Preliminary Planning

The Commonwealth provided $3,8m to ANRC in 1983-84 for route identification
and preliminary planning and design for the proposed Alice Springs to Darwin standard:
gauge railway, The total amount provided for this purpose up to 30 June 1984 was
$9.1m..

In light of the findings of the Independent Economic Inquiry into Transport Ser-
vices to the Northern Territory, the Government has decided not to proceed with the
construction of, or further planning for, an Alice Springs-Darwin railway but is to pro-
vide, in 1984-85, $2,7m to the Northern Territory to accelerate the upgrading of the
Stuart Highway, and $2.3m to ANRC to enable the upgrading of rail services to Alice
Springs..

Assistance to the States

Mainline Upgrading

Under the Railway Agreement (Western Australia} Act 1961, financial assistance
is being provided to Western Australia for the construction of a standard gauge railway
from Kwinana to Koolyanobbing, with an ion to Kalgoorlie, and for the
purchase of rolling stock for the railway.

The Act imposes no fixed' time limit for this project but imposes a project cost
ceiling of $106.25m. Of this, $102.94m was advanced by the Commonwealth between
1962-63 and 1977-78. It is estimated that $70 000 will be provided to Western Australia
during 1984-85 under this Act.

Repayment of Advances

Repay of past ad from the Commonwealth for State rail projects.are
estimated.to total $6.3m in 1984-85. The main components of these repayments relate
to standardisation of the railway lines between Kalgoorlie and: Kwinana, and for
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mainline railway upgrading under the National Railway Network (Financial
Assistance) Act 1979,

After-allowing for the new loans totalling $70 000 to be provided in 1984-85 under
the Rallway Agreement (Western Australia) Act 1961, the balance of loans owing to
the Commonwealth as at 30 June 1985 is expected to be $109.1m.

Rail Research

An amount of $0,5m will be provided through the Department of Transport in
1984-85 as a Commonwealth. contribution to the Australian Railways Rescarch and
Development Organisation (ARRDO). This amount is ‘additional to the ANRC’s
contribution to ARRDO, which is based on the level of the Commonwealth’s direct
involvement in railway operations,

SEA TRANSPORT
Australian Shipping Commission (ANL)
Capital Contribution
In 1982-83, the Commonwealth provided ANL with additional equity capital of

$90m—as a result the capital of ANL now stands at $125.9m. The additional funds.

($30m as a cash injection and $60m by way of the conversion to equity of existing
Commonwealth loans to ANL) were provided to-place ANL on a firmer comntercial
basis to face the d n in domestic and' i ional trading conditions. The
additional' capital was provided as part of a package wherein, for their parts, ANL
agreed to improve its operational efficiency and the seagoing unions. agreed to reduce
manning levels and improve their productivity.

For 1984-85, ANL has a ﬁnancml target which would represent a. marginal

on the anticipated result for 1983-84. The Government is presently’

undertakmg a further review of the measures required to ensure ANL’s longer-term
financial v:abxlny. As an interim measure, the Govcmment *has indicated that it will
give hetic ion to providing an i bearing budget adyance to
ANLin l984-85 to assist in reﬁnancmg an overseas loan which mutures in June 1985, if
ANL requires such assistance at the time,

Payment of Interest-bearing Advances

An interest-bearing advance of $34.4m is provided to-cnable ANL to repay its
outstanding budget loans maturing in. 1984-85. These loans are, in effect, being rolled
overas they fall due (see below).

Repayment of Advarnces

Past advances to ANL comprise borrowings from the budget and the proceeds of
1oans raised by the Commonwealth on ANL’s behalf, to assist in the financing of capital
expenditures, mainly for ship purchases, Other major capital expenditures in recent
years have been financed substantially by lease finance arrangements.

As part of the 1982-83 package of financial assistance to ANL, the Government also
agreed to roll-over ANL's remaining budget loans, totalling: $50.5m, which were.
scheduled for repayment over the period to 1986-87.. ANL's repayments for 1984-85
comprise $34.4m in respect of the budget loans which are being rolled-over as wellas a
repayment equivalent to SUS14.7m in respect of a loan raised overseas on its behalf by
the Commonwealth which matures in June 1985 (see above).
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Subsidies for Services

The Empress of Australia, which currently provides the sea passenger service to
Tasmania across Bass Strait, is to be replaced during 1984-85. The Government has
decided to maintain its subsidy payment to ANL for the operation of this service until
the: replaccment vessel, to be owned and operated by the Tasmanian Government,
comes into service. An amount of $2.0m has been provided for this purpose on the basis

of the chanzeover occurring in March 1985, C Ith ds the
replacement service is shown below (under ‘Payment to Tasmania—Replacement Bass
Strait Passenger Vessel’) Subsidi d as interim assi for ANL’s former

Darwin-East Coast service termmated during 1983.84,

Assistance to Shipping Bodies and Shippers
T fan Freight Equalisation Sch

In anticipation of the y. in T ian shipping activity being maintained,
529 3m is provided for the Tasmanian Freight Equahsauon Scheme in 1984-85,
imately the same as in 1983-84, This Sck is ded.to

for the freight cost disadvantages associated with the inter-state movement of certain
goods by sea to and from Tasmania. Around 94% of the cost of the Scheme is provided
as assistance for’ goods. shipped northbound from Tasmania. The Government has
referred the Scheme to the Inter-State Commission for review,

Australian Shippers’ Council

Commonwealth. assistance to the Australian Shippers’ Council has been set at a
maximum of $220 000 for each of the years 1983-84 to 1985-86, on the basis of a $2
Commonwealth contribution for each $1 contributed through members’ subscriptions.
Consistent with that arrangement, $220 000 is provided in 1984-85. The: Council is
designated under the Trade Practices Act 1974 to negotiate the terms and conditions
for the carriage. of Australia’s outward trades: its membership consists of exporter
associations and producer groups.

P to T ia—Repl Bass Strait P Vessel

The Cc Ith is providing assistance. of up to $26m. to Tasmania for the
purchase, modification and repositioning of the vessel Nils Holg to
replace the Empress of Australia on the Bass Strait passenger service, and for some
upgrading of ascociated terminal facilities in Melbourne and Devonport. The
Tasmanian Government will assume full responsibility for this service. An amount of”
$1.0m was provided.in 1983-84 for payment of a deposit on the selected replacement
vessel. The balance will be paid in 1984-85 following ratification of an agreement
between the Commonwealth and the State.

Provision of Services
Buildings and Works

In 1984-85, provision of $5.8m is made for expenditure on the construction,
replacement and improvement of marine navigational aid structures, Construction of
marine navigational aids to mark a new shipping channel (Hydrographers Passage)
through the Great Barrier Reef was commenced in 1983-84. Expenditure on this
project in 1984-85 is estimated at $3.3m. Costs of navigational aids works are. fully

d from the ial shipping industry (see ‘Other Recoveries’ below).
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Maritime Services

Of the total of $17.9m provided under this. heading, $13.9m relates to the
operational activities of the Department of Transport (compared with $11.3m in
1983-84), From 1984-85, the Department will be:managing a new vessel on behalf of
the Bureau of Mineral Resources (BMR). The operating costs associated with that:
activity constitute. the greater part of the $2.6m increase in operational expenditure
over 1983-84,

A further $3,0m is being provided for the purchase of plant and equipment for
marine navigational aids in 1984-85. Expenditure on equipment associated with the
major Hydrographers Passage project on the Great Barrier Reef has contributed to the
increase of $0.6m over 1983-84 for the purchase of plant and equipment,

Also included is $1.0m for expenditure in 1984-85 on oil' pollution control
2quipment under the National Plan to Combat Qil Pollution, a reduction of $0.2m on
the 1983-84 level. Expenditure under the Pian is based on a program of plant and
equipment purchases agreed with State maritime authorities,

Costs associated with vessels operated and managed by the Department of
Transport on tasks for other Ci Ith agencies are r red from the ag
concerned. Other components, including the capital cost of plant and equipment, are
largely recoverable from the maritime industry through a number of levies and charges.
(eg Light Dues, Navigation Act charges and Oil Pollution Levy).

Payment to OTC for Maritime Communications

Provision has been made for payment of $5.1m to OTC in 1984-85 to meet the
operating costs incurred in providing maritime safety communications services for ships

at sea in areas d A lia. The i of §0.3m over expenditure in 1983-84-is
to covera f i in OTC's operating costs.
Repayments

Rep of past ad from the Commonwealth for State shipping projects

are estimated to total $0.6m in 1984-85. The main component relates to the repayment
by the Tasmanian Government of the $0.5m outstanding on loans previously provided
under the King Island Shipping Service Agreement Act 1974,

PIPELINES

Interest-bearing loans of $15.8m to be made available to the Pipeline Authority in
1984-85 are to meet the estimated shortfall between.the Authority’s revenue (856.1m)
and its expenditures. Revenues are derived primarily from the carriage of natural gas
from Moomba in South Australia to Sydney, other cities in New South Wales and to
Canberra, Expenditures include operational, maintenance and administrative costs
($9.8m), interest payments and loan repayments on private sector borrowings ($7.2m),
and interest ($34.3m) and loan repayments ($20.6m) to the Commonwealth. The
Authority's off-budget borrowing program of $19.8m for 1984-85 includes $18.7m for
the refinancing of private sector borrowings made in 1980-81 which fall due in-1984-85,
and $1.1m for the replacement of the Authority’s.computer system (which monitors
the safety and security of the Moomba-Sydney natural gas pipeline and its laterals, and
provides data for billings).
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SPECIAL PAYMENTS TO THE STATES FOR TRANSPORT

The Commonwealth is to make a special payment in 1984-85 of $19m to Victoria
for a transport imp t

PV

INTER-STATE COMMISSION

In 1984-85, $1.3m is being provided to meet the costs of the Inter-State
Commission, which commenced operations in March. 1984, Under the Inter-State
Commission Act 1975, the Commission is emp d to investigate, at the direction of
the Minister for Transport, any matter relating to inter-state transport. The
(¢ ission’s first i igation—to review the operations of the T jan Freight
Equalisation Scheme—is now well advanced.

BUREAU OF TRANSPORT ECONOMICS

An amount of $3.3m is. being provided in 1984-85 for the Bureau of Transport
Economics, which conduct h into the ics and operations of all modes of
transport in Australia, This represents an increase of $0.2m, or 7.2%, on expenditure in
1983-84, :

DEPARTMENT OF TRANSPORT—OTHER EXPENDITURE

This item covers the general running expenses of the Department of Transport (ex-
cluding the Bureau of Transport Economics and the Inter-State Commission, which are
mentioned'above). The provision of $50.7m for 1984-85 is $6.7m (15.1%) greater than
1983.84 expenditure, This reflects higher salaries (up $4.7m), mainly due to an esti-
mated increase in average staffing in 1984-85, as well as the costs associated with mov-
ing to a new Central Office building and the first stage of the Department’s program to
acquire computer equipment, Wages and salaries will account for $39.9m (78.7%) of
total administrative expenditure in 1984-85. Also included is $0.3m for the Department
of Transport’s proportion-of the shared costs of the civil coastal surveillance program.
This program was previously co-ordinated by the Department of Transport but, as
from 1984-85, will be the responsibility of the newly created Coastal Protection Unit
within the Australian Federal Police: details are included under the sub-function ‘Law,
Order and Public Safety”.

OTHER RECOVERIES

d

The main comp t under this heading is from light dues imposed on
commercial shipping for the use of marine navigational aids provided by’ the
Commonwealth. The present charge of 53 cents per net. registered ton per quarter is
expected to provide revenue of $32.7m in 1984-85 (a slight increase over 1983-84
revenue of $32,2m) and to recover fully the costs incurred by the Commonwealth in the
provision of these navigational aids.

This item also-incorporates revenue raised from the charter of Department of

port vessels—including, from 1984-85, payments by the Bureau of Mineral
Resources (BMR) for the management of a Bureau vessel by the Department. Such
revenue is estimated at $6.2m in 1984-85, compared with $3.3m in 1983-84. The
increase is largely due to the additional r ¢ expected from the gement fee for
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the BMR vessel, which is to be used for a- geoscientific survey program, The major
outside users of Departmental vessels are the Division of National Mapping in- the
Department of Resources and Energy and the Australian Development Assistance
Bureau for marine survey projects, )

1, q

; is:expected in 1984-85 from charges levied for motor vehicle
con_nphance plates supplied to vehicle manufacturers. and importers; these charges are
designed to recover the cost of providing administrative services and technical suppott
to the Australian Design Rule (ADR) certification system, Estimated revenue in
1984-85 is $2,1m, compared with $1,7m in 1983-84. The increase is primarily due to the
full year effect of the new certification arrangements for ADR 38 which were
introduced in late 1983,

The item also includes estimated revenues from charges for services provided by the
( Ith under the Navigation Act 1912, including ship safety surveys, cargo
inspections and various other safety inspections. The present fees and charges are to be
increased by 30% from 1 October 1984 as an interim measure towards restoring full cost
recovery, pending a review by the Department of Transport of these fees and levies.
The increase will be the first since 1981, Revenue in 1984-85 is estimated to total $2.4m,
compared.with $2.0m in 1983-84,
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B. WATER SUPPLY, ELECTRICITY AND GAS

Outlays under this sub-function are curgently estimated to total $92.8m in 1984-85,a
decrease of $3.8m or 3.9% on outlays in 1983-84. Part of the provision for the Federal
Water Resources Assistance Program is yet to be allocated to specific projects, some of
which may relate to this function, The unallocated portion is currently included under
‘Industry Assistance and Development—Irrigation and Other Pastoral Water Projects’.

1982-83  1983-84  1984-85

Actual' Actual  Estimate Change

$m sm $m $m %

Urban Water Supply—
Specisl Payment toSouth Australia . . 10,0 — 70 + 70 na.
OtherOutlays . . . . . . ., . . . 73 16.3 49(a) —1l14 =700
Gladstone PowerStatfon . . . . . . . 8.0 — — - -
Electricity Supply in the Northern Territory . 60.2 67.6 840 +16.4 +242
Subsidy on Liquefied Petroleum Gas PN 278 25.) 82 ~169 =613
Repayments . . . . « . . « . . . 10.6Cr 124Cr 1macr 4+ L + 9.1

TOTAL WATER SUPPLY, ELEC-

TRICITY ANDGAS . . . . . 1027 96.6 928 ~ 38 -39

{a) ;l'he fall in 1984-85 largely refccts the unallocated portion of the 1984-85 Federal Water Resources Assistance
cogram,

Urban Water Supply

The C Ith will provide $7m to South Australia in 1984-85 as a special
payment for water treatment facilities,

As noted above, assistance for urban water. supply projects in the States. will mainly
depend upon subsequent decisions on the allocation of the $64.3m to be provided in
1984-85 under the Federal Water Resources Assistance Program. In 1983-84, $5.4m
was.provided for water develop purposes to assist with the construction
of 'water treatment plants in the. Adelaide metropolitan area, $2.0m for the construc-
tion of Tanjil Dam to serve the Latrobe Valley, $4.8m for the construction of the Hard-
ing River Dam to provide a supplementary water supply: for the West Pilbara region,
and $2.3m for the construction of a water filtration plant onthe Morgan-Whyalla pipe-
line, As part of its initiativesto assist the steel regions, the Government has allocated
$2.2m in 1984-85 to the Hunter District Water Board for water treatment works, In ad-
dition, up to $15.5m will be provided in 1984-85 under the Community Employment
Program for the imp: and upgrading of various country town water supplies,
compared with expenditure of $17.4m in 1983-84, Details are included under ‘Labour
and Employment—Community Employment Program’.

Included under this heading is an of $2.7m for water storage and reticulation
in the Australian. Capital Territory, an increase of $2.1m on 1983-84 outlays. The in-
crease largely reflects the need for upgrading of, and additions to, existing systems.

A

Electricity Supply in the Northern Territory

In 1983-84 the Government endorsed new arrangements for Commonwealth finan-
cial assistance towards the operational costs of electricity in the Northern Territory.
The artangements will operate up to the end of 1986-87 and allow for the determi-
nation of a subsidy each year in accordance with an agreed: formula relating to major
cost factors. An amount of $69.3m is provided in 1984-85, the increase of $6.2m on the
1983-84 flecting 1 price and load growth increases.

L3 B
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The Commonwealth agreed in 1982 to provide tbtal grant assistance to the Northern.

Territory of $124.0m in. 1980-81 prices towards the construction.cost of a coal-fired
power station for Darwin, to replace the existing oil-fired plant. The grant is being pro-
vided-over the construction period for the power. station, The station will be located on
Channel Island and is cxpected to be conimissioned in 1988. Anamount of $14.6m is
being:provided in 1984-85, an increase of $10.2m over 1983-84 amount reflecting the
expected acceleration in construction work on the project.

Qerheitdd: onLig £, ;P 1 Gas .

The subsidy on liquefied | gas (LPG) for certain users, which was to ter-
minate in March 1984 hasbeen extended to March 1987 with the objective of reducmg

large fluctuations in LPG prices. The subsidy, at a reduced rate of $20.31 per tonne, is.

payable under the same eligibility criteria which previously applied.
The rate of subsidy payable will be adjusted on. I: October and 1 April each year on

the basis of a formula which takes account of movements in export prices for LPG and'

the fuel'and light component of the CPIL.

Expenditure in 1984-85 is estimated at.$8. 2m, compared. with $25.1m in 1983-84,
The decrease reflects the lower rate of subsidy applying from March 1984,

Repayments

Estimated. repayments in' 1984-85 include $6.2m from the Snowy Mountains

Hydro-electric Authority (SMHEA) iri respect of advances provided! by the Common-:
wealth and interest accumulated thereon during construction by the Authority.

The SMHEA now funds capital expenditure for the operation and maintenance of
the scheme largely from loans raised in the private capital market. The Authority's bor-
rowing program amounted to $2.2m in1983-84; a further borrowing program of $2:8m
will be undertaken in 1984-85, These funds-are to-be used'primarily for the renovation
and construction of accommodation and the purchase of protection equipment..

Repayments are also being received from Queensland in respect of ‘assistarice pro-
vided for the Gladstone Power Statlon (83 Om) and from the Northern Territory if re-
spect of electricity assets transferred‘to the Northern Temtory Electricity Commission
on 1 July 1978 ($1.8m).
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C. INDUSTRY ASSISTANCE AND DEVELOPMENT

The Commonwealth assists induatry through a variéty of i g: direct
financial assistance; taxation concessions;’ guamnteed domestic price and other market-
ing arrangements; financial guarantees; a degree of selective preference for local indus-
{ry in. Commonwealth-sector purchasing. policy; the customs tariff;.and import quota
restrictions..

Direct financial assistance. from the budget is provided in several forms: bounties
and subsidies; price support and reconstruction or adjustment schemes; development
projects in support primarily of industry; discase eradication schemes; contributions to
research and promotion; and other payments to or for the benefit of industry, It
includes outlays of some departments and instrumentalities which service industry (eg:
the Departments of Industry and Commerce and of Primary, Industry; and the Aus-
tralian Tourist Commission). Such departments and instrumentalities provide many
services either frec of charge or. for chargés which. do not recover fully the costs
involved,

Qutlays recorded under some other functional headings are also of assi toin-
dustry, Examples are the provision of airports and airway services, roads and shipping
subsidics; expenditure to maintain or improve.the defence capacity of industry, certain
expenditures by.the CSIRO and disaster relief assistance provided through the Natural
Di Relief Ar

Apart from these direct outlays from the budget, considerable assistance is also pro-
vided to industry through special provisions in the taxation systemwhich, as.they result
in'a reduction of Government revenues, are as much a call on the budget as are direct
outlays, Some such provisions (eg those for. the investment allowance) are of wide:
application; others affect only particular industries (cg the exemption from i tax
of income from gold mining; the averaging provisions for income arising from primary
production) or specific activities of particular industries (eg the accelerated or immedi-
ate write-offs available to primary producers: for. certain capital expenditure), For
many years, the revenue forgone under such provisions has been estimated to be at least
of the same. order of magnitude as direct outlays for industry assistance and
development.

Further information concerning such “tax expenditures” is provided in Appendix 1
of Budget Statement No. 4.

After deducting ts collected by way of industry levies and charges such as the
wool tax and livestock slaugliter levies, net direct industry assistance from the 1984-85
Budget is estimated at $1052,7m, a net increase of $38.1m or 3.8% on 1983-84, The
numerous factors leading to that increase are explained in the text which follows. The
following table summarises outlays on direct assistance to major industry categories,
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SUMMARY OF INDUSTRY ASSISTANCE AND DEVELOPMENT

1982-83  1983-84  1984.85

Actual Actual.  Estimate Change
Sm sm sm m %
Forestry and Fishing Industries.  , . . . . 145 20 73 + 53 +266.1.
Agriculturat und Pastoral Industries

Specific Industries. . 1637 745 1316 +572 + 768
General Assistance not ullocated 1 Speclﬁc .

Industries . . . . . .. s 2088 196.9 1852 ~11.7 - 59

Totul Agriculturulund Pastoral. . . . . - 3725 2713 3168 +455  + 168

MmmgnndM.mufuc(uringlndus(tis P 2694 230.1 305.6. +75.5 + 328

Tourist Industzy. . . e e e 0.2 21,5 273 + 57 + 267

A;slstanceloExporllnduslnes e e e e 3323, 3019 2338 —68,1 - 26

Other Assistunce to Industry: PR 108.7 1877 1620 —257 ~ 13.7

Tmal Industry Assistance and Develop-

R 1108.7 10146 1052.7 +38.1 + 38

Detailed information on each of these industry categories is set out below,

FORESTRY AND FISHING INDUSTRIES

1982-83  (983-84 198485

Actual’ Actual  Estimate Change

Sm sm. $m Sm %
Softwood Forestry Development (net) .+ . ol L1Cr 13CF -0.2 - 180
Other Forestry (net) . . 11 o.icr 02 +0.3 na.
Flshcdn'c)se Rles:.lrch Pmmo(lon. Mnnngemenl 3 25 47 + 624
and Development . . . . . . . 2 g 12.2 . X
FisheriesChurges . ., . ., . . . . . . 3,0Cr 4.3Cr scr +04 + 10.5
Totul Forestry and Fishing Industries . 14.5 20 73 +5.3 +266.1

Softwood Forestry Develop (net)

This item reflects the repayment.of loans made to the States under the Saftwood
Forestry Agr Act 1978 ds the maintenance of the softwood forestry plan-

tations established under the Softwood Forestry Agreements Acts of 1967, 1972 and:

1976. Repayments are estimated at $1.3m in 1984-85,
Other Forestry (net)

Net payments of $0.2m under this item in 1984-85 reflect the purchase of plant and
equipment for the Australian Capital Territory forestry operation and include-the
transactions of the Australian Capital Territory Forestry Trust Account. Forestry op-
crations in the Australian Capital Territory are broadly on a self-financing basis.

s

Fisheries Research, Pr tion, Manag and Devel
The longer-term ina ber of Austraha 's major. commercial
ﬁshenes have been adversely affected by the level of exploitation of ﬁshmg stocks and
cir It has theref 'y to revise or intro-

duce 1 management plans for some fisheries to ensure conservation and optimum utilis-
ation of available resources, This item includes an amount of $1.8m for this purpose in
1984-85.

The estimates also provide $3m in.1984-85 towards the improvement of fishing port
facilities at Nelson Bay as assistance to steel regions in New South Wales.
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A further. $4.0m is to be provided to reimburse the States and the Northern
Territory- for fisheries administration, monitoring and enf activities carried
out on behalf of the C alth, The balance includes $2.5m for fisheries research
grants, $0.6m for fisheries surveys and development and $0.3m for coastal surveillance.

Fisheries Charges

The 1984-85 estimate of $3.9m consists of local licence fees of $0.3m and payments
of $3.6m negotiated with foreign governments and foreign fishing interests for access to
the Australian Fishing Zone,

AGRICULTURAL AND PASTORAL INDUSTRIES.

Net Commonwealth outlays on agricultural and pastoral industries are estimated at
$316.8m in 1984-85, an increase of $45.5m over 1983-84. These outlays are the net
result of direct Commonwealth financial assistance, industry contributions collected by
the Commonwealth on the industry’s behalf and interest carned on industry
contributions held in trust funds. The reasons for the increase in outlays are explained
in the text which follows,

1982-83  1983-84  1984-85

‘Actual . Actual  Estimate Change
sm $m $m $m %
Specific Industries—
‘Wool Industry—
Wool Marketing Assistance . . . . . 88.2 93.7 14.7 +209 + 223
WoolTax . . . .., . .. .. 88.9Cr 1004Cr 1069Cr — 66 -~ 65
‘Total Wool Marketing Assistance 0.7Cr 6.6Cr 7 +144 na,
Research, Promotion and Other
Expenditures e e e 81.2. 85.5 1024 +169 + 197
WoolTax . « . . . v o o 4 o 53.2Cr 60.2Cr 642Cr - 39 - 65
Total L. 27.3 186 460 4213 41464
Wheat Industry—
Wheat FinanceFund . . . . . 60.6 298 64.1 +34.3 +115.2
Wheat Board Interest Subsidy . 209 — — - —
Research and Other Expenditures 6.7 7.4 120 + 49 + 69.2
Chargesand Repayments . . . 40.8Cr 26.1Cr 568Cr -—30.7 =174
Total Ce e e e e 473 108 194 + 86 + 797
Sugar Industry—
On-lendingtoQueensland . . . . . ., 400 33.3Cr 32 +36.5 n.a,
‘Totul Ce e e e 400 33.3Cr 32 +36.5 na.
Dairy industey—
Dairy Industry Stabilisation PN 93.0 1349 161.1 +26.2 + 194
Price Support for Dairy Products' ., 04 - 12,5 +12.5 na.
Research, Promotion and Other Expendnum 9.9 128 150 + 22 + 173
Chumeslnd Repayments . . . . . . 108.7Cr 148.6Cr tecr —-29.0. - 196
Totah . oL oL 24Cr 0.9¢Cr 1.0 +11.8 na.
Fruil Industey—
Stabilisation, Research, Promotion and other
Expenditure .. . e e e 15.5. 279 266 - 13 ~ 45
Churg«andRepuyments s e b w s 13.2Cr 21,0Cr 246Cr -— 35 - 169
L 22 69 21 —48 - 699
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1982-83 1963484 1984-85

Actual' Actual  Estimate Change
sm Sm. $m Sm %
Poultry Industry-
Stabilisationand Research, . . . . . . 200 20 2.3 +02 + 10
Chargesand Repayments. . . . . . . 204Cr 19.7Cr 198Cr —04 - 05
Total C e e e e 04Cr 04 06 + 0r + 235
Cattle, Sheep und Pig Industries-
Erudication of Cattle Diseases and
Compensation(net) . . . . . . . 0.3 10.5 7 + 66 + 62.5
Inspection Services (net) . . . . . 7 49.2. 160 ~332 ~ 676
Beef Industry Assistance . . . . . . 19 05 0.3 - 03 ~ 520
Animul HealthServices . . . . . . . 1.9 20. 6.2 + 42 +203.5
Research, Promotion and Other Expenditures 25 278 292 + 14 + 50
ChnrmlndRepnymcnu e e e 19.8Cr 195Cr  217Cr - 22 =1y
Tol . o v o0 e e 418 706 470 -236 - 334
Other Agricultural and Pastoral Industries . a1 © 55 638 + 14 + 253
Chargesund Repaymentsnec . . . . . . 29Cr 42Cr 43¢r  ~01 - 33
Total Specific. Agricultural and
Pastoral Industries . . . . . 163.7 T4 131.6 +57.2 + 768
General' Assistance Not Allocated to Specific
Agricultural nd Pustoral lndunnes—
Rural Adjustment . . . . PR 17.9 4.4 258 -~187 - 420
DroughtRelief . . . . . . . . . . 107.6 436 144 —29.2 — 669
FertilizerSubsidies . . . . . . . . 474. 49.1 553 + 62 + 125
Inspection Services nec (nel) PN 68 59 60 + 01 + 1.9
ther . 0 o o v u e o e 20 26 31 + 05 + 199
Recoveries and Repuyments PN 29.0Cr 13.6Cr 144Cr - 08 - 56
Tol . e ... 1521 1200 %02 —4l8 = 317
Trrigution and Other Pustoru) Water Projects--
i Biguion und Other Waler oL ] g
nveslguuonnn her nlcr ro;:cls . or ! 4
Safinity Mitigation and Druingge: . 7.3 6.2} 620(2)  +267 + 754
Flood Mitigation . . . . . . 03 0.6
Recoveries und Repayments e e 3.1Cr 3cr 320r 4+ .. + 0.6
Tolal e e e 217 321 58.8 +267 + 83.1
Land Development Projects .
Soli Conservation . . e — 10 40 + 30 +303.7
WarService Land Settlement .+ .+ . . . L5 1.7 1.6 =0l - 64
Other o v v« v o v e e 05 0.6 06 + 03
Repayments « « o v v . 0 v v 4 s 3icr 34Cr 36Cr - 02 - 50
L e .. 21 +28 na.
General Administration and Other )
Expenditures .« . . . . . o o W 317 352, 372 + 20 + 56
Recoveries o+« . 4 o 0 0 0w 21cr 2.5Cr e - 13 - 519
TOTAL AGRICULTURAL AND
PASTORAL INDUSTRIES . . 372:5 Ny 3168 +45.5 + 168

{a) Parl of the 1984.85. provision m:y be allocated to urbun water projects, pul expendnlures on which are
recorded under *Urban and Regionat Develop! d the " and ‘Water Supply, Electricity
and Gas',
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WOOL INDUSTRY
Wool Marketing Assistance

The Government has.authorised: the Australian'Wool Corporation to maintain a
floor price for wool at auctions in 1984-85 at the 1983.84 level of 470 cents per kg clean,
Market Indicator basis. This is an average price for the whole wool clip with different
floor prices being cstablished for different grades of wool. The Corporation operates the
floor price scheme with the objective of reducing wool price instability.

The Wool. Tax (8% of the gross returns from wool sales) is estimated to yield
$171.1min.1984-85, This tax includes a special levy of 5% on the gross returns, whichis
paid to-the Corporation s Market Support Fund to finance any losses from the oper-
ation of the floor. price scheme, It is estimated that the special levy will provide $106.9m
in 1984-85. A further $7.7m collected in 1983-84 will also be paid.to the Market Sup-
port Fund in 1984.85, The remaining 3% of the Wool Tax is used to finance wool re-
search and promotion,

Research, Promotion and Other Expenditure

The.1984-85 estimates for wool research ide fora C ) Ith contribution
of $11.7m. Commencing,in 1984-85, the. Cor wealth has decided to provide the
Australian Wool Corporation, over a five-year period, with funds for wool promotion
equivalent to 1.2% of the gross value of proceeds from shorn wool. The Commonwealth
contribirtion:towards wool promotion in 1984-85 is estimated at. $26m, compared with.
$20m annually in the previous four years. These contributions are supplemented by in-
dustry contributions, provided through the Wool Tax, estimated at $54.0m for pro-
motion and $10,8m for research,

The following table summarises Commonwealth budget assistance to the wool
industry:

1982-83 1983-84 1984-85

Actual Actual  Estimate’ Change
Sm $m Sm sm %

Outlays on the lnduslry (Net of charges und

repayments) . e e e 2.3 8.6 46.0 +21.3 +146.4
Financed by:

Commonwealth Contributions from CRF . 217 19.2 46,1 +26.9 +140.1

Interest on investments:

- Commonwealth sccurities{a) . . . . 03 03 08 + 0.5 +166.7

- Other(b) - 3.5 26 28 + 02 + 77

Changein nlevanl lrusl fnrdbﬂlﬂnm .. 4.1Cr 35Cr 37Cr - 02 - 57

(a) Thisinterest is offset against oullays under the function *Public Debt Interest”,
(&) These receipts are recorded under ‘Interest, Rent and Dividends’ in Statément No. 4.

WHEAT INDUSTRY

The current What Marketing Plan covers the five crop seasons 1979-80 to 1983-84,
Under the Plan, the Commonwealth guarantees a minimum return for a particular
wheat pool which is.equal to 95% of the average of the estimated net:returns from the
pool in question and-those of the previous two pools. On delivery of their wheat to the
Australian Wheat Board (AWB), growers receive a-first advance payment equal to the
guaranteed minimum:price. Since 1981-82. these advances have been fully funded by
commercial borrowings by the AWB,
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Under the recently announced Wheat Marketing ‘Plan for. the five: yeats ‘com-
mencing 1 October 1984, the: Commonwealth will guarantee a: minimumireturn: for
Australian Standard White (ASW) wheat equal to 95% of the average of estimatedinet
returns for the current seison and the lowest two of the-preceding three: seasons;

Underwritten. costs are to be limited to those of the current season. Differential ‘com-

mitments will apply for other grades of wheat based on expected market returns for
those grades relative to ASW. Growers will receive an interim first advance payment on
delivery with a final first advance payment following determination of the guaranteed
minimum price.

The Wheat Finance Fund was established under the current Wheat Marketing-Plan
to refinance outstanding borrowings from thie Rurai Credits Department of the Rmrve
Bank. These borrowings, which were made to fund the.ad

have, as indicated above, been replaced by commercial borrowmgs The Fund is fman-‘

ced by an industry levy of $2.50 per tonne on deliveries to the AWB and is being main-
tained at the statutory maximum balance of $100m, Excess levy receipts and interest
carnings are refunded. to growers on a first-in, first-out basis. Total Fund receipts in
1984-85 are estimated at $52.1m from the levy on the 1983-84 pool and $12.0m in
interest earnings, all of which will be refunded to growers. The Fund is na longer
required and will be repaid to growers on 1 July 1985,

In addition to the levy, wheat growers pay a Wheat Tax of 30 cents per tonne.on
wheat delivered to the AWB to.fund research on behalf of the industry. In 1984-85
Wheat Tax receipts are estimated at $4.7m and will be supplemented by a Common-
wealth contribution to wheat research of $5.5m..

The estimates also provide $1.9m in 1984-85 towards the construction of a grain ter-
minal at Port Kembla as assistance to steel regions in New South Wales,

The following table summarises C ith budget assi to the wheat
industry:
1982-83 1983-84 1984-85
Actugl Actual  Estimate Change
Sm Sm $m sm %
dustry (Net of charges and re-
ou;;‘?r(;::(sl)he ln.u. y.(. . .s. e 413 108 19.4 +86 + 797
Financed by: )
Commonweal(h Contributions fronCRF . 245 23 74 +5.1 +221.7
lnléreslunmv:slu':\mls @ o1 ol ot ns
- Commonwealth securities (@) . . . . 3 . . - .2,
- Otherr“(l;‘) ........... 223 106 127 +2.1 + 198
Change in relevant trust fund balances . . 0.5 2.1Cr 0.7Cr +1.4 +

{a) Thisinterest is offsct aguinst outlays under the function ‘Public Debt Taterest’
{b) These receipts are recorded under ‘Interest, Rent and Dividends' in Statement No.4.

SUGAR INDUSTRY.

On-lending to Queensland

The International Sugar Agr Act 1978 app Australia’s ratification of
the Inter I Sugar Agr 1977. The Agreement, due to expire on 31
December 1984, seeks to stabilise international trade in raw sugar through the manage-
ment of special reserve stocks and the imposition of export quotas:

192

-Under the arrang of the 1977 Agi , A lia has set aside 380 508
tonnes of special reserve stocks.of raw sugar. To: help defray-the costs of holding these
speciai stocks, Australia obtained drawings of $36,7m from the Buffer Stock Financing
Facility of the International Monetary Fund (IMF)-in 1982-83. Upon receipt, these
funds were on-lent.to Queensland on the same terms-and conditions'under which they
were obtgined,

In late 1983, the IMF invoked its right to recall the loan in view of Australia’s

d bal. of.p 8. position, The C Ith repaid the drawing by 30
November 1983, Due to exch ge rate the repaid to the IMF, and
subsequently recovered from Queensland, was $37.2m.

In:addition, an interest-free loan of $3.9m was received in 1983-84 from the Stock
Financing Fund of the International Sugar Organisation for on-lending to Queensland;
This fund-is financed through a levy on traded sugar, Australia is.eligible for further
loans of around $3.2m from the Stock Financing Fund in.1984-85,

DAIRY INDUSTRY

Dairy Industry Stabilisation

The existing. marketing arrangements for dairy products were introduced by the
Government on 1 July 1977, They provide for a. stabilisation levy (equal to the
difference between the domestic bulk wholesale price:and the assessed export price) on
the production of certain prescribed dairy products. The levy proceeds (for each of the
prescribed products) are disbursed among manufacturers and, in.turn, are passed on to
producers, The arrangements are designed to protect the domestic price structure and
to equalise the unit return for. each prescribed product, based on total domestic and
export sales. Levy collections and payments to manufacturers are cach estimated at
$161.1m in 1984-85 and reflect an increase in the differential between the estimated
domestic bulk wholesale price and assessed export price returns.

The Governrient is currently reviewing the marketing arrangements for the dairy
industry- in the light of the report. on the industry by the Industries Assistance Com-
mission, There. have been extensive consultations on the matter with State and
Northern Territory governments and the industry, A decision on future marketing
arrangements is expected to be made during 1984-85,

Price Support for Dairy Products

During 1984-85, the Commonwealth will continue to underwrite the equalised
domestic and export: returns for prescribed dairy products (butter, skim milk powder,
casein, whole-milk powder and certain cheeses). Under this arrangement the Com-
monwealth guarantees a gross pool return equal to 95% of a three year moving average:
of gross equalised pool returns. The three years taken into account are the year for
which underwriting is being determined (in this case 1984-85) and the previous.two
years. Each year's return receives equal weight in the assessment,

A Commonwealth payout of $12.5m is expected in 1984-85, as pool returns for the
1983-84 season for butter-and skim-milk powder are. expected to be lower than the
Commonwealth guaranteed return. On current estimates, further Commonweaith

underwriting payments are likely to be réquired in 1985-86 in respect of 1984-85 season
returns,

193



Research, Promotion and Other Expenditures

Dairy promotion and research expenditure and Australian Dairy Corporation
dministrative costs are fi d primarily through a levy collected from the industry
on all whole-milk and butterfat produced in Australia. The revenue from the levy is
estimated at $14.4m in 1984-85. The research.comp will be suppl d by a
matching Commonwealth contribution of $0.6m for expenditure on approved research
programs,

FRUIT INDUSTRY
Stabilisation, Research, Promotion and Other Expenditure

Under the current apple and pear price underwriting arrangements, which apply
for the 1981 to 1985 export seasons inclusive, the Commonwealth guarantees export
returns in each season at 95% of the weighted average return for the preceding four

These arrangt ppl stabilisation arrangements for apples which
are being phased out. No underwriting assistance is anticipated in 1984-85 but
stabilisation assistance is estimated at $0.6m. The industry makes no contribution to
these arrangements,

The Commonwealth is also providing supplementary assistance for apples. and
pears for the four seasons 1981 to 1984 inclusive, on a $ for $ basis. with participating
States, with a view to facilitating structural adjustment within the apple and pear
industry. Expenditure in 1984-85 is estimated at $0.4m.

Under marketing arrangements for the dried vine fruits industry, $21.5m will be
paid to the Australian Dried Fruits Corporation in 1984-85 for the purpose of
equalisation of domestic and export market returns. These payments are fully fianded
by industry levies which are shown under ‘Charges and Repayments’, Commonwealth:
support is also provided by way of an underwriting scheme for sultanas which
guarantees minimum returns equal to 90% of the average net returns for the preceding
two seasons and an estimated return for the season in question. A Commonwealth
payout of $1.3m was made in. 1983-84 under. these arrang No pay are
anticipated at this stage in 1984-85. The dried vine: fruits industry’s marketing and
financing, arrangements are currently the subject of an Industries Assistance
Commission inquiry,

An amount of $1.8m, raised largely through industry levies, is provided to. finance
the operations of various fruit marketing authorities, promotional activities and
research,

The Commonwealth is providing a bounty of $100 per tonne for berryfruit sold for
processing over the five-year period commencing 1 July 1982, The estimated cost in
1984-85i5 $0.2m. .

The Commonwealth is to extend its program of grants to the States to provide
adjustment assistance to growers of ing fruit. It is anticipated that South Australia
will participate in the. program in 1984-85 and up to $0.6m will be provided by the
Commonwealth for this purpose. Assistance is provided' by way of grants for the
removal of fruit trees,

The reduction in- outlays under this heading is mainly due to the provision of a
non-recurring interest-free loan of $4.1m to Letona Co-op Ltd in 1983-84.

194

POULTRY INDUSTRY

Qutlays on stabilisation (estimated at $19.4m in 1984-85) arc financed from
industry levies which flow back to the industry through State egg marketing authorities
in accordance with the terms of the Egg Industry Stabilisation Scheme. The

Government has. d the phasing out of C Ith invol: nt in egg
marketing arrangements with the abolition of the Australian Egg Board from
31 December 1984 and the ion of the C alth hen levy by 1 July 1987.

The Budget provides for Commonwealth contributions towards. agreed research
programs ($0.2m in respect of poultry and $0.3m in respect of chicken meat) to match
expenditure for that purpose.from industry levy receipts. The current statutory ceiling
of '$0.15m. on the Commonweaith contribution to poultry research is to be lifted in

1984-85.
-CATTLE, SHEEP AND PIG INDUSTRIES

Eradication of Cattle Di: and Comp (Net)

Net payments for cattle disease eradication and compensation are estimated at
$17.1m in 1984-85, compared with $10.5m in 1983-84.. The increase in outlays is
primarily due to i d comp ion pay by the C ith under the
bovine brucellosis and tuberculosis eradicati pai

An estimated $41.7m is payable to the States and the Northern Territory in 1984-85
for the bovine brucellosis and tuberculosis eradication campaign. This includes $28.9m
for eradication operations, of which $3.8m is to be provided on a § for $ basis with the
States and the Northern Territory for a range of introduced in
1983-84 (expenditure $2.5m) designed to accelerate the eradication of bovine
brucellosis and tuberculosis in central and northern. Australia, It also includes $12.7m
($8.4m in 1983-84) for grants to compensate owners for cattle slaughtered under the
eradication program.

Recoveries from the disease eradication component of the Livestock Slaughter
Levy and the Livestock Export Charge are estimated at $25.2m in 1984-85, the same as
in 1983-84, and are offset against total Commonwealth outlays on disease eradication
operations,

The Government has agreed to extend for a further 2 years the tax deduction, for
expenditure incurred on fencing as part of the bovine brucellosis and tuberculosis
eradication campaign, available under Section 75C of the Income Tax Assessment Act.

Also included under this heading is an amount of $0.4m for the maintenance of a
facility in Papua New Guinea having the capability of producing large numbers of
sterile screw-worm flies to counter any outbreak of screw-worm fly in Australia which
would particularly affect the beef industry in northern Australia,

The Commonwealth is to provide $04m in 1984-85 for an exotic disease
preparedness program, of which $0.2m is for participation by Australia. in the
establishment of a foot-and-mouth disease vaccine bank, $0.1m for feral animal control
and $0.1m for an education program on awareness and eradication of exotic diseases.

Inspection Services (net)

Direct expenditure on meat and livestock export inspection services undertaken by
the Department of Primary Industry is estimated-at $77.7m in 1984-85, an increase of
$7.4m over 1983-84. This increase reflects, in part, revised accounting arrangements
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by -costs iated with ré | staff employed-on meat inspection-activities
have been allocaited to thi function in. 1984-85 rather than to ‘the functionGéneral
Administrative-and: Other-Expenditure’, Offsct against this expenditure is éatiimated
revenue of $61.7m, of which/around $21m is.in respect of charges remaining unpaid
from 1983-84, Action is being taken to recover these charges during 1984-85.

‘While. the Government has decided that the 50% cost-recovery level should be
maintained for meat export inspection in 1984-85, substantial changes have been made
to the method of calculating inspection costs for.cost-recovery purposes, The cost base
now excludes costs related to surplus staff, improved security arrangements following
the meat substitution scandal, research and development and Government activity over
and above normal operational activities, It is estimated that revenue from charges will
be reduced by $5.0m in 1984-85 as a result of the revised cost base.

Beef Industry Assistance

The Commonwealth is committed to provide up to $4.9m towards the cost of
implementing a beef cattle carcase classification system, $0.3m is provided in 1984-85
for this purpose (assistance up to 30 June 1984 totalled $3.9m).

Animal Health Services

In 198485, the C aith will provide $2.3m to finance the activities of the
Burcau of Animal Health, whose functions are the. supervision of livestock health
export certification and co-ordination of national animal health programs for endemic
and exotic animal discases,

The Government has decided that the operating and capital equipment costs of the.

Australian National Animal Health Laboratory (ANAHL)- will be shared equally by .

the Department of Primary Industry and the Commonwealth Scientific and Industrial
Research Organization (CSIRO). The 1984-85 estimate reflects the payment.to CSIRO
of the Department of Primary Industry’s contribution of $3,6m for operating costs and
$0.3m for capital equipment costs of ANAHL in 1984-85: The CSIRO contribution
appears under the function ‘General and Scientific Research nec'.

Research; Promotion and Other Expenditure

The Commonwealth matches industry expenditure funded from industry levies on
approved rescarch programs for the meat and pig industries, It also makes payments,
which are fully funded from industry levies, to the Pork Promotion Committee (PPC).
and to the Australian Meat and Livestock Corporation (AMLC) for its administrative
and operational’ expenses, including promotion. Estimated. outlays in 1984-85;
including those funded. from industry contributions, are $11.6m for meat and pig
industry research, $3.3m for the PPC and $13.9m for the AMLC.

The Government is to contribute $0.5m in 1984-85 to the Sheep Meat Market
Development Fund administered by the AMLC. The Fund is intended to develop and
expand markets for Australian hogget and mutton in the Middle East and is funded on
a'$ for $ basis by the Commonwealth and the meat industry.

Charges and Repayments
Included under this heading for 1984-85 is $21.6m for industry levies in. rcspect of
the AMLC, the PPC, and for meat and pig h and rep: of

(80.1m) in 1984-85 under an earlier beef industry assistance scheme.
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. Jn; 1984,85, th h p of the Pig Slaughter Levy is to be increased:
from10:to15 cents per head. It is also proposed to i the research comp of’
the:Livestock Slaughter Levy and: the Livestock Export Charge. These increases will
require, higher matching. Commonwealth contributions 1o rural rescarch in these.
industries. .

1 The following table summarises C 1th budget assi to the cattle,
sheep and pig industries:
1982-83 1983-84  '1984-85
' Actual Actual Esumnlc Change
’ B sm sm " sm sm %

Outlays oni ‘the: Industry (Net or .t

chargesand repayments) . . 418 70.6 47,0 —-23.6 —-334
Financed from:

Commonwealth contributions (rom

CRF

.......... 544 68.2 456 —-226 =331
Interest on, Investments:
- Commonwealthsecurities (@) 0.2 .l 0.1 v .
-~ Other(® . . . . . .. 16 25 26 401 +4.0
Change in' relevant trust fund.
balances . . . . . o4 8.4Cr 0.2Cr 1.3Cr —11 na.

{a) Thisinterest is offset against outlays under ‘Public Debt Interest’,
{b) These recciplsare recorded under ‘interest, Rent and Dividends’ in Statement No. 4,

OTHER AGRICULTURAL AND PASTORAL INDUSTRIES

This heading covers outlays, mainly promotion. and. research, in respect of the
honey, oilseeds, tobacco, wine, barley and cotton industries. Industry contributions
towards these activities are included in ‘Charges and Repayments nec’. The increase in
outlays mainly reflects increased research expenditures in 1984-85.

GENERAL ASSISTANCE NOT ALLOCATED TO SPECIFIC AGRICULTURAL AND
PASTORAL INDUSTRIES

Rural Adjustment

The Rural Adjustment Scheme established by the States and. Northern Territory
Grants (Rural Adjustment) Act 1976 provides for Commonwealth assistance, the
amount of which is determined annually, to the States and the Northern Territory for
the purposes of farm debt reconstruction, farm build-up, farm improvement and
rehabiiitation, carry-on finance and household support, Assistance for debt
reconstruction, farm build-up, farm improvement and rehabilitation is totally funded
by the Commonwealth, 85% by way of loan and 15% by grant. For carry-on finance, the
States and the Territory share equally with the C Ith the fi ing of loans
together with repayments of principal -and interest thereon from producers, The:
Commonwealth funds all household support and receives any principal repayment and
interest subsequently recouped, in respect of this expenditure, by the States and the
Northern Territory.

The Commonwealth meets half of the administrative costs incurred by the States
and the Northern Territory in the provision of carry-on. finance and contributes
towards the administrative costs of providing. the other forms of assistance. Outlays
under-the Scheme in 1984-85 are estimated at $25.8m, compared with $44.4m in,
1983-84. (An amount up to $10m will also be required in 1985-86 to fund approvals

197



expected to be made but pot financed in 1984-85,) The reduced.outlaysrefiect the
significant increase in 1983-84 expenditure to alleviate the effect of the then, widespread
drought and the conclusion of the program oficarry-on finance to the sugarindustry:in
1983-84 ($10.5m expended).

Following consideration of the recent Industries Assistance Commission report on
the Scheme, the Commonwealth has decided that the Rural Adjustment Scheme

should be maintained as a continuing and generaily avajlable Scheme. The.

C ith is, , currently negotiating with the States on a range of
amendments to the schemé to take éffect from 1 July 1985,
Drought Relief

The Drought Relief Fodder Subsidy Scheme, established by the Drought
Assistance (Primary Producers) Act 1982, provided for the Commonwealth to make
arrangements wnth the States and the Northem Territory for the payment of a subsidy

to drought declared primary prod ds the cost of purchasing fodder for sheep.

and cattle. Similar assistance was.also provided to the Australian Capital Territory.
The Scheme ceased on 30 June 1983 and will involve no Commonwealth expenditure in
1984.85. Payments under the Scheme and in the Australian Capital Territory totalled
$122.3m, including $18.4min 1983.84,

The Drought Relief Interest Subsidy Scheme, which was also established: by the
Drought Assistance (Primary Praducers) Act 1982, provides for the C Ith
to make payments to eligible primary producers which cover all interest payments
exceeding 12%. in respect of borrowings: undertaken for the purposes of primary
production on or before 31 August 1982 and borrowings after that. date for. carry-on.
purposes. To be eligible for the subsidy, primary producers must, inter alia, be drought
declared and not have readily realisable financial assets in excess. of 12% of the farm
enterprise’s total farm debt,

The Interest Subsidy Scheme ceased on 31 December 1983 but primary producers
were allowed up to twelve months to submit claims.from the date. they ceased to be
drought declared or from the date of termination of the Sch 3 occurred
carlier. Outlays under the Scheme are estimated at $14.4m in 1984-85 compared with:
$25.2min 1983-84.

Outlays under this heading do not incorporate the considerable assistance provided:
to primary producers by way. of drought and other disaster relief assistance under the:
Natural Disaster Relief Ar , which is included under the sub-function
‘Payments to or for the States, the Northern Territory and Local Government
Authorities nec’,

Fertilizer Subsidies
The estimate for 1984-85 includes $49m for the phosphate fertilizer subsidy of $12
per tonne, and $6.3m for the nitrogenous fertilizer subsidy of $20 per tonne. Legislation

was passed in 1982-83 which made imports of phosphatic fertilizers eligible for subsidy
and provided for the continuing p of fertilizer subsidies until 30 June 1985.

Inspection Services nec (net}

In addition to meat inspection services, the Commonwealth. provides export
inspection services in respect of wool, grains, fruits, dairy products, fish. and other
exports requiring quality certification. Direct expenditure on these services is estimated
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at $12:5m in‘1984-85; which is offsct partly by revenué of '$6.5m from export: mspcc'non
‘charges. The Commonweslth’s policy is to recover 50% of the costof i mspecnon services
provided by the Department of Primary Industty. ‘

Other

The increase in outlays under this ! s mainly the inclusion of an
amount of $0.4m. in. 1984-85 for upgrading of s storage facilities to assist State plant
genetic resource programs.

This heading covers also the provision of agricultural services in the Australian
Capital Territory ($2.0m), research projects sponsored by the Australian Agricultural
Councxl (80:2m) and other minor agricultural research ($0.5m) funded through. the

Ith Special R h Grant (CSRG). The'CSRG is to be replaced by an
Austrahan Special | Rurat Research Fund to be operated and funded on a statutory basis
similar to other rural industry rescarch funds.

Recoveries.and Repayments.

This item includes repayments. by the Commonwealth Development Bank of
Commonwealth advances, The Bank provides finance for the purposes of primary
production and the establishment or development of all types of business undertakings,
particularly small businesses: A repay of $2m is provided for in 1984-85, the same
asin 1983-84..

The balance of the estimate ($12.4m) comprises repayments by the States and the
Northern Territory of past advances for rural reconstruction /adjustment assistance.

IRRIGATION AND OTHER. PASTORAL WATER PROJECTS

Expenditure under this heading comprises Commonwealth assistance, mainly to the
States and the Northern Territory, for rural water conservation, irrigation, salinity
mitigation and drainage, and rural flood mitigation. The Commonwealth will provide:
funds for water related purposes in 1984-85 under the recently established Federal
Water Resources Assistance Program (FWRAP), which supersedes the National
Water Resources Program, FWRAP brings together all previous Commonwealth
programs of assistance and. draws upon the recommendations of the report
“Perspective on Australia’s Water Resources to the Year 2000, Details of assistance to
the States and the Northern Territory under the new FWRAP remain to be finalised. A
total of $64.3m has been allocated for the program in 1984-85, an increase of $7.5mon
1983-84 expenditure.

Of the 1984-85 provision forFWRAP. $36.8m has not yet been allocated to specific:
jects, and (pending allocation) is:included under the item ‘Invusugauon and Other
Water Pro_;ects thher details on FWRAP are contained in, Budget Paper No. 7,
Payments to or for the States, the Northern Territory and Local Government

Authorities, 1984-85.
Irrigation.

Expenditure in 1983-84'on this item amounted to $20.7m.

Allocations for all irrigation projects under FWRAP in 1984-85 have yet to be
finalised but will include $4m for the Bundaberg Irrigation Project (the same as in
1983-84) and $19m for construction of the Burdekin Dam,. an increase of $6m on
1983-84 expenditure.
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Investigation and other Water Projects RO

The Commonwealth. will provide $1.3m: for its. contribution. -under ‘the River
Murray Waters Agreement towards the costs of the River Murray Commission l(Slxlm
for works and $0.2m for administrative expenses), ity Uy

The Commonwealth will also provide $0.5m for water research in 1984-85 ($0.3m
in 1983.84), The States and the Northern' Territory will receive funds for water
resources assessment purposes but allocations are still to be determined (an amount of
$6.5m was provided to the States.and the Northern Territory for water resqurces
assessment in 1983-84). In a new develapmcnt under FWRAP, the Commonwealth has

allocated 80 4m to the Bureau of M logy and the B of Mineral Resources for
the evaluation of water data collated by the States and, thc
Northern Termury with funds-provided by the C 1th since the collab

assessment program was initiated in 1965, The Commonwealth is:awaiting the report of
the Interim Council which was. established in 1983-84 to advise on the need for an.
Institute of Freshwater Studies.

Salinity Mitigation and Drainage

In 1983-84, the Commonwealth provided §4.2m as further assistance for a
co-ordinated igned to alleviate salinity and drainage problems. in the
Murray Valley and. $2m for salmlty control'in the south west area of Western Australia,
Assistance in 1984-85 under this heading will depend on allocations to the States under
FWRAP.

Flood Mitigation

Assistance to the States and the Northern Territory for flood mitigation (excluding:
urban flood mitigation) totalled $0.6m in 1983-84, including $0.2m for New South
Wales floodplain management. works and studies and $0.3m for Victorian flood miti-
gation, The level of assistance under FWRAP for flood mitigation projects in 1984-85 is
still to be determined.

Recoveries and Repayments

Repayments are estimated at $3.2m in 1984-85 and include $1.8m from New South
Wales in respect of earlier advances for the construction of the Blowering Reservoir.

LAND DEVELOPMENT PROJECTS

Sotl Conservation

The C: Ith has provided $4m for the National Soil Conservation Program
in 1984-85, an increase of $3m over 1983-84, The Program, which commenced in
1983-84, provides financial assistance primarily to the States and Northern Territory
for the purposes of soil conservation and related research and extension activities.

War Service Land Settlement

In 1984-85, $1 563 000 has been provided for the operation and maintenance of the
Loxton irrigation project in South Australia, and $70 000 to enable South Australia to
provide credit facilities to eligible settlers,
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Repayments B

Of the $3.6m repayments estimated for 1984-85, $2.41i relates to War Service Land
Settlement and $0.7m to repayments under the Queensland Brigalow Lands
Agreement.

GENERAL ADMINISTRATION AND OTHER EXPENDITURE

This item includes the salaries, administrative and capital costs of the Department

of Primary Industry ($25.6m), the Bureau of Agricultural Economics (BAE)

($10.0m), and the Commonwealth’s contribution to the Australian Plague Locust

Commission ($1.6m). The estimates include provision of $2.8m for the upgrading of
computer equipment in the Department and the BAE.

RECOVERIES'

This item includes misceliancous recoveries by the Department of Primary Indus-
try, recoveries of certain research expenditures by the BAE and State contributions to
the Australian Plague Locust Commission, The increase mainly reflects the recovery of
costs associated with the administration of rural trust accounts,

MINING AND MANUFACTURING INDUSTRIES:
1982-83  1983-84 198485

Actual Actual  Estimate Change
sm sm $m Sm %
Mining Industry—
Uranium—

Exploration and Development: 20 51Cr -— + 57  + 1000
Commonwealth Uranium Stockpile (ncl) 467 — — — -
‘Trunsfer of Cooper Basin Interests (net) . —_ 2.5Cr 29 + 54 na,

Proceeds from the Winding up of the British

Phosphute Commission and of the Christ-
mus [sland Phosphate Commission . . —_ 15.9Cr 233Cr ~ 74 ~ 468
Buseau of Minerat Resaurces (net) e 208 216 309 +93 4+ 43
Other Mining(net). . o . + . . 22 43 83 + 40 -+ 934
Tolt . ... . s e e nr 1.8 188 +169 + 9242

Manufacturing Industry—

Shipbuilding Assistance . . . . . . . 256 267 290 + 23 86
Automotive Industry Authority . - - 0.5 + 0.5 na,
Industsial Rescarch und Development 528 659 67.5 +15 + 23

Agricultural Tractors Bounty and Tmlor
absBounty , . . . . . . . 32 39 35 ~04 -~ 94
Computer lnduxlry Bounties . . . . . 0.7 0.3 80 + 17 na,
Machine Tools Bounty: . f 14.1 104 120 + 16 + 154
Book Bounty . . . . 187 116 180 +04 + 22
Heavy Commercial Vehicles Bounly N . 3. 4.2 -07 ~ 157
Textile Industry Bounties . . . . . . 67.7 75.1 84 +30 + 40
Steel Industry Bounties . . . . . . . 1.0 109 520 +41.1  + 37150
Other Bounty Payments . . . . . . . 4.1 52 55 +03 + 65
‘Development of Microwave Lending Sysiem 22 25 - —-25 = 1000

Advisory Service on Computer-Aided
Manufaeture . . . 0 . 4 —_ - 20 + 20 n.a,
Other Assistance: . » « .« . . . . 39 57 73 + 16 + 286
Totalb o ..o 1978 2283 286.8 +585 + 256

TOTAL MINING AND MANUFAC~
TURING INDUSTRIES 2694 2301 305.6. +755  + 33
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MINING INDUSTRY

Urantum—Exploration and Development

The Commonwealth will make payments in 1984-85 of $0.2m to the Northern Land:
Council (NLC) in d with the Ags made under the Aboriginal Land
Rights (Northern Territory) Act 1976, That. Agreement sets down the terms and con-
ditions under which the NLC agreed to mining operations proceeding in. the Ranger
Project area and provides, inter alm, for payments to the NLC during the currency of
the A The Cs Ith will also continue to meet the expenses (estimated
at 316 000 in 1984-85) of the Ranget Assessor, who estimates periodically. the cost of re-
habilitation of the Ranger Project area. Both of these éxpenditures are recouped from
Energy Resources of Australia Ltd, which acquired the Commonwealth’s interest in the-
Ranger Uranium Joint Venture in 1980-81.

Bureau of Mineral Resources

An amount of $30.9m (net of revenue) is provided in 1984-85 for the activities of
the Bureau of Mineral Resources, Geology and Geophysics (BMR), 43% more than net
expenditure in 1983-84 of $21.6m. This provision allows for the full-year effect of the
offshore continental margins program, which commenced in 1983-84; for the es-
tablishment of a capacity to undertake seismic monitoring of nuclear explosions; and
for upgrading BMR, in accord with the dations of the 1979 Report of
the Australian Science and Technology Council (ASTEC).

Transfer of Cooper Basin Interests (net)

In 1975 the Commonwealth, through the former Petroleum and Minerals Auth-
ority, purchased interests in the Cooper Basin from the Delhi International Oil Corpor-
ation (Delhi) which is now owned by CSR Limited. The purchase price included a de-
ferred payment to be made in instalments over seven years, the first of which fell' due in
1983-84,

In 1977, the Commonwealth sold its interests to the South Australian Oil and Gas
Corporation (SAQG), with that contract containing a similar provision to defer some
part of the purchase price, Because of a difference in the timing of receipts from SAOG
and payments to CSR, the Commonwealth provided for a net outlay of $0.5m in
1983.84. As a result of the suspension of p to CSR, pending the resolution of
litigation between SAOG and Delhi, the 1983-84 outcome under this heading was a net
receipt of $2.5m. It is anticipated that payments to CSR will be recommenced in.
1984-85, together with payment of arrears, resulting in an expected net outlay of $2.9m,

Proceeds from the Winding up of the British Phosphate Commission etc

Following agreement between the joint owners Australia, Britain and New Zealand
to the winding up of the British Phosphate Commission, it is expected that disposal of
the net assets of the Commission will be completed in 1984, yielding an estimated rev-
enue of $18.3m to the Commonwealth during 1984-85.

In 1983-84, the Commonwealth received $15.9m from the proceeds of winding up
the Christmas Island Phosphate Commission. (CIPC). As part of the agreement govern-
ing the termination of the CIPC, ownership.in stocks of phosphate. rock located in
Australia was transferred to the Commonwealth. The Government intends to sell a
small proportion of the Commonwealth-owned stockpile in 1984-85.
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Other Mining (net)

A provision of $5.2m has been included as a cash contribution 1o the buffer stock of
the SixthInternational Tin Agreement (ITA). The Sixth ITA came into force on a pro-
vmonal basis on 1 July 1982, At the time, Australia met its obligations by committing
part of the stocks lated under the previ gr The Government has de-
cided that 50% of these stocks will now be transferred back to the accounts of the Fifth
ITA and Australia will make a cash contribution in licu of these stocks to increase the.
cash resources of the Sixth Buffer Stock account. This will assist the International Tin
Council's market support operations in maintaining the buffer stock floor price.

A provision of $1.0m is included to meet Australia’s contributions in 1984-85 to the
administrative costs of several international mineral commodity organisations; expen-
diture in 1983-84 on this program. was also $1.0m. An amount of $0.1m is provided as
the C Ith's contribution ds the cost of the Government diamond valuer
for the Argyle project in Western Australia,

$1.8m has been provided for the Commonwealth’s contribution towards the admin-
istrative costs (shared with NSW) of the Joint Coal Board,

Under the Petroleum (Submerged Lands} Act 1967 an amount of $1m is estimated
to be collected by the C Ith and passed to the States in 1984-85 in respect of
fees and other charges.

Undet the Bass Strait Freight Adjustment Scheme, introduced in April 1984, a levy
of 20 cents.per barrel is imposed on all crude oil produced from Bass Strait. An amount
equal to the revenue raised by the levy is paid into-a trust fund, Payments'are made to
refiners from the- trust fund to partially equalise the freight costs between different
refineries. It is estimated that levy proceeds of $31.1m will be available for distribution
during 1984-85,

In addition, $0.2m is. provided in 1984-85 as a Commonwealth contribution to the
cost of relocating the pilot plant operated by the Australian Mineral Development
Laboratories, a South Australian statutory authority,

MANUFACTURING INDUSTRY

Ship Building Assistance

Under the Bounty (Ships) Act 1980, bounty is assessed as a percentage of the cost of
construction .of vessels in Australia, The current bounty rate (25%) applies until 30:
June 1985, when it is to be reduced to 22.5% for. one year, The long-term rate to apply
from I July 1986 is 20%. Outlays in 1984-85 are estimated at $29m and represent sub-
sidies towards the cost of 84 ships ($26.6min 1983-84).

During 1983-84, $42 194 was paid under the Ship Construction Bounty Act 1975.in
respect.of vessels for which tenders closed before 1 July 1981. An amount of $60 000 is
expected to be paid in 1984-85 under this Act.

4 ive Industry A
‘The Government has announced-a new. policy for the motor vehicle industry com-
prising a number of , including the gradual lowering of restrictions against im-

ports, amendments to the export facilitagio: plan, and the provision of up to $150m
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over five years for Australian design and research. The policy also provides for-thé es-
tablishment of an Automotive Industry Authority (AIA), which wilt oversight thé an-
ticipated restructuring of ‘the'industry and’ promote the Government’s- goals for the‘
industry.

An amount of $6.5m is'to be provided for the AIA.in 1984-85 for its establishment
and operational costs. In addition, the: Australian Industrial Research and Dévelop-
ment Incentives Board, in consultation with the AIA, will be authorised to enter into
commitments in 1984-85 up toa total of $20m as part of thé Government's assistancé to
the automotive industry for design-and research,

Industrial Research and Development
A further five-year program of grants under the Industrial Research and Develop-

ment I tves Act 1976 d on 1 July 1981, to encourage research and devel-
opment by industry.
Under the Act, companies can apply for grants (intended to en-

courage the build-up of a research and development capability) and project grants in
respect of speclﬁc research projects, The maximum grant rate for commencement and'
project grants is generally 50% of ellglble research and development expendnure A
ceiling on grant pay limits i panies or groups to a-maximum grant of
$40 000 per annum for commencement grants and $750 000 per annum for project
grants, Project grant applications are ranked according to their potential contribution
to industry policy objectives and selected for. funding on that basis. Commencement
grant applications which meet the eligibility. criteria are generally funded in order of
receipt.

Assistance is also provided for industrial h projects which are idered to

be in the public interest and which normally involve the cial develop of
the research results of public sector or non-profit research institutions.

Qutlays for the above programs are estimated at $67.5m in 1984-85, compared with

$65.9m in 1983-84, reflecting the Government’s policy of maintaining a high level of

support for industrial rescarch and development. The 1984-85 provision (1983-84 out-
laysin brackets) includes $17.8m for commencement grants.($14.6m), $38.3m for proj-
ect grants ($43.2m) and $11.4m for public interest projects ($8.1m).

In addition. to the above direct incentives for research and development,. the.
Government has introduced tax incentives for equity subscriptions in licensed Manage-
ment and Investment Companies (MIC), which will invest. in approved high tech-
nology/growth activities. The equity subscriptions in MIC attract a 100% income tax
deduction in the year the subscriptions are made. Moreover, accelerated write-off pro-
VlSlOl’lS for income tax purposes continue to be available for expenditure on plant,

and buildings by a taxpayer in ion with ‘scientific research’ relating
to his business,

Agricultural Wheeled Tractors
Under the Bounty (Agricultural Tractors) Act 1966, assistance is. payable to eli-

gible producers of certain agricultural tractors until' 31 December 1984 or such later

date as is fixed by proclamation, To.be eligible for-bounty, tractors must meet a local
content provision of 55%. The bounty rates are indexed quarterly to reflect import price
In 1983, following consideration of the Temporary- Assistance Authority
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report.on’’Agricultural Wheeled Tractors’, the Government:decided to double bounty
rates forgperiod of 12 months from 10 June 1983 and to pay, a bounty of 15% of factory
cost on tractor cabs produced.and sold in Australia for fitting to imported agricultural
tractors in the same period. The Bounty ( Tractor Cabs) Act 1983 provides for the latter
assistance, The Government has d that the temporary assi for both
agncultural tractors and tractor cabs is to be extended to 31 December 1984 or until 2
decision on:the Industries-Assistance Commission report on long-term assistance for the
industry is announced. Expenditure in 1984-85 is estimated to be $3.5m, compared with
actual payments of $3.9m in 1983-84.

Machine Tools Bounty.

The Government has extended until 30 June 1985 the period.for which bounty as-
sistance is available under the Bounty (Metal-working Machine Tools) Act 1978 to
Australian manufacturers of non-portable, power-operated metal-working machine
tools for use in Australia, Under the Act, assistance is provided at a rate of 333% of fac-
tory cost, less the cost of imported materials or components, subject to a minimum of
55% local content, In addition, a bounty is payable at the rate of 25% of certain cligible
design costs.incurred by Australian manufacturers, The Government is currently con-
sidering an Industries Assistance Commission report on assistance to this industry.
Bounty payments in 1984-85 are estimated to be $12m ($10.4min 1983-84).

]

Book Bounty

Undér the. Bounty (Books) Act 1969, a bounty is paid on the cost of production.of
cligible books manufactured in Australia. Bounty assistance is to be provided until 31
Decerber. 1986 and, from 1 January 1984, is payable at the rate of 25% of eligible costs
of production of ‘a book, Payments in 1984-85 are estimated to amount to $18m
($17.6min 1983-84),

Heavy Commercial Vehicles Bounty

The Bounty {Commercial Motor Vehicles) Act I 978 pmvxdcs for bounty payments
on the y of certain I purpose ! g buses, which incorporate
prescribed locally-sourced components, The bounty is payable until 31 December 1984
at a rate of 20%-of the into-store value of eligible locally-sourced components, The
Government is currently considering a report on long-term assistance to the industry,
Estimated expenditure in 1984-85 is $3.5m ($4.2m in 1983-84). This allows for termin-
ation of the bounty on 31 December 1984,

Textile Industry Bounties

A broad program of assmtance for, the textiles, clothing and footwear industries,
d to the p of a more efiicient industry structure, was

introduced on 1 January 1982, The program will operate until 31 December 1988 and:

includes bounty assistance for a number of textile products,

The Bounty-(Textile Yarns) Act 1981 provides for the payment.of bounty on the:
value added by Australian. producers of eligible. yarns. The rates of bounty vary for
different yarn types and range from 33% to 59% of value added. Bounty payments are
estimated to be $76m in 1984-85, compared with $73.5m in 1983-84.
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Under the Bounty (Printed Fabrics) Act 1981, bounty assistance is provided at a
rate of 70% of the value added by Australian printers of certain lightweight woven fab-
rics. Payments are mlmated to be $1,5m in 1984-85 compared with $0.9m in-1983-84
and reflect an expected riseind d and prod

The. Bounty (Bed Sheeting) Act 1977 provides bounty assistance at 2 rate of 20
cents per square metre up to 2 maximum payment of $0.6m per bounty period, on the
production of bed sheeting made up into bed linen. As the bounty period runs from 1
November to 31 October, payments during a particular financial year can be greater
than $0.6m without exceeding the ceiling for the relevant bounty period. Payments
during 1983-84 were $0.7m and are estimated at $0.6m for 1984-85.

Steel Industry Plan Bounties

Under the Steel Industry Plan, assistance is provided for the industry by means of
sliding scale bounties available for five years from 1 January 1984 on the following
products produced and sold in the domestic market:

~ highalloy bar prod and stainless steel flat prod

- quenched and tempered steel plate;

- cold-rolled steel sheet; and

- welded steel pipe and tube,

Bounty payments for eligible steel products are made under the Bounty (Steel Mill
Products) Act 1983 (subject to an annval limit of $62.6m) and the Bounty (High Alloy
Steel Products) Act 1983 (subject to an annual limit of $9m).

Prior to 1 January 1984, assistance was provided under the Bounty (Steel Products)
Act 1983 for certain steel products, In 1983-84, bounty payments for various steel prod-
ucts under these Acts totalled $10.9m, of which $2m was paid under the Bounty (Steel
Products) Act 1983.

Bounty payments under the plan for steel products in 1984-85 are estimated to be
$52m reflecting the first full-year of operation of the plan and estimates of production
of bountiable products in 1984-85.

»

Computer Industry Bounti

Following the Industries Assistance Commission report on long-term assistance for
the local computer industry, the Government d bounty assi for local
manufacture of computer hardware, systems software and electronic micro-circuits for
a period of six years. The proposed bounty, at the rate of 25% of value-added in pro-
duction for both domestic and export sales, will also cover design and development
costs. Expenditure in 1984-85 is estimated to be $7m.

Assistance for manufacture of certain eligible electronic data processmg equipment
was previously provided under the 4 Data Pr i Bounty Act
1977, which terminated on 5 July 1984. Assistance will now be prov1ded under the
proposed'bounty for computers and electronic micro-circuits. An amount of $Im is to
be provided in 1984-85 to meet « ding claims for pay under the terminated
Act. Payments totalled $0.3m in1983-84.
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Other Bounty Payments'

Following a report by the Temporary Assistance Authority, the period of assistance
under the Bounty (Room Air Conditioners) Act. 1983 was extended until 30 June 1984
and the limit on bounty payments was increased from $0.5m to $2m, Payments under
this Act were $2m during 1983-84, Accordingly, no further payments will be made
under the Act.

Under the Bounty (Paper) Act 1979, bounty is payable (at the rate of $90 per tonne
on specified coated paper and $70 per tonne on specified uncoated paper) on the pro-
duction and sale of eligible paper products up to 2 maximum of $2.5m per year until 5
February 1987, Payments in 1984-85 are estimated to be $2m ($1.6m in 1983-84).

Following an interim report from the Industries Assistance Commission on tempor-
ary assi i ts for the production of certain electric motors, the Govern-
ment decided to provndc p on such motors at the rate of §14 per
motor unit, subject to an annual hmlt on bounty payments to any firm of $0.3m. Expen-
diture in 1984-85 is estimated to be $0.4m.

‘The Bounty (Injection Moulding Equiy ) Act 1979 provides for the payment of
bounty at the rate of 5% of the valuc ‘added by Australian manufacturers of eligible
equipment. Following a report by the Temporary Assistance Authority, the Govern-
ment decided in May 1983 to provide additional assistance by way of a bounty of 20%
of the value added for injection moulding machines and parts completed after 23 May
1983 until the Government's decision is announced on the Industries Assistance Com-
mission report on long-term assistance for the industry. Payments in 1984-85 are
estimated at $0.6m, compared with $0.7m in 1983-84.

Under the Bounty (Two-stroke Engines) Act. 1984, assnstancc is provided for the
production of certain two-stroke internal, bustion factured between
12 January 1984 and 11 January 1986 at the rate of $6 per engine, subject to a limit of
$1.2m per bounty year (which commences on 12 January). Provision has been made in
the 1984-85 Budget for payments of up to $1.5m, part of which is to meet eligible claims
in respect of the period 12 January 1984 to 30 June 1984,

Under the Bounty {Penicillin) Act 1980, assistance is provided to local manufac-
turers of penicillin for use in the further manufacture of antibiotics in Australia. Total
boumy payments for any given bounty period are subject to a ceiling amount, This ceil-
ingand the rate of bounly can be reviewed under.the provisions of the Act. On the basis
of ion schedules, an amount of $1m is to be provided in 1984-85, Pay-
ments totalled $0.8m in 1983-84.

Development of Microwave Landing System

The Commonwealth provided $2,5m in 1983-84 as a final contribution towards the
development of the Microwave Landing System, This brings to $15.7m the total Com-
monwealth contribution to this project since 1977-78.

Advisory Service on Comp -Aided Manufe e

The Government has accepted, in principle, the recommendations of the Cashman
Committee and $2,0m is to be provided in 1984-85 for the establishment of a nation-
wide manufacturing advisory service on puter-aided ! e (MASCAM).
This service will facilitate the introduction of appropriate computer technology to
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manufacturing industry m.Australla In addition, $0.15m. will be provndcd in.1984-85
for a consultancy to examine the need fora comprehcnswc extension service for manu-
facturing industry under ‘General Administration’ in “Other Assistance to Indistry",

Other Assistance

The following assistance is also to be provided in 1984-85 (1983-84 figures in
brackets): $1.5m to the Productivity Promotion Council of Australia ($1 7m), $2.6m
for Technology and Innovation Programs of the Department of Science and Tech-
nology ($2.0m); $1.3m to support the operations of the new Manufacturing Industry
Councils’ Secretariat; $0.1m for assistance to inventors ($0.1m); $1.0m to'the Tech-
nology Transfer Council ($1.0m); and $0.2m to the Industrial Design Council of
Australia (80.2m).

Assistance is also provided to Australian industry, in particular manufacturing in-
dustry, through the Government’s preference towards local industry in public purchas-
ing policy and through the Offsets/Australian Industry Participation Policy, which is
currently under review. It is not possible to quantify precisely the cost of these assis-
tance measures to the 1984-85 Budget.

TOURIST INDUSTRY

1982-83 1983-84' 198485

Actual, Actual  Estimate Change
$m Sm Sm $m. %
Australian Tourist Commission and Expendi- )
ture under the Tourist Commission Act . . 100 19:5 228 +33 +16.8
Greot Barrier Reef Island Tourist Resorts
- Diesel FuelSubsidy . . . . . , . - 03 0.5 +0.2 +58.5
Assistance to the Steel Regions
STowrlsm . . . e e - .. 20 +20 0.
Other Assistance to the Tourist Industry . 12 7 20 +03 +20.6
TOTAL TOURIST INDUSTRY . 1" 25 213 +5.7 +267

The 1984-85 Budget provision of $22.8m (an increase of 16.8% over 1983-84) will
allow for a further substantial expansion of the promotional activities of the Australian
Tourist Commission (ATC), Expenditure by the ATC in 1983-84 was $19.5m, which
represented a 95% increase over 1982-83.

An amount of $0.5m is to be provided for a grant to the Queensland Government in
1984-85 (30.3m in 1983-84) to subsidise the cost of diesel fuel used to generate elec-
tricity in Great Barrier Reef island tourist resorts.

The Budget also provides $2.0m for tourism projects in the Steel Regions as part of
a program to provide infrastructure support in these regions.

The 1984-85 Budget provision of $2.0m ($1.7m in 1983.84) for other assistance.to
the tourist industry includes general operational expenses of the Australian Capital
Territory Tourist Bureau, administrative expenditure related to the tourism functions
of the Department. of Sport, Recreation and Tourism, and Australia’s contribution to
the World Tourism Organisation,
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ASSISTANCE TO EXPORT INDUSTRIES

1982-83 1983-84 1984-85

Actual Actval  Estimate Change

$m Sm Sm sm %

Export Expansion Grants Scheme® . 155.0 98.0 150 —83.0 —84.7

Export Market DcvelopmentGranlsScheme . 105.0 1150 1250 +10.0 + 8.7

Export and Trade Promations . . . . . . 34 351 378 + 27 + 7.6

Compcnsauon Payments . . . . . . . 02 . 01Cr - 0} na.

FIC—

lnlem\ ‘Subsidy for Concessional Finance

Facililty ", .. ... . ... 153 264 257 - 07 - 27

Prcmlumsand Repayments . . . . . . 3,7Cr 6.1Cr 4.5Cr + 16 +259

General Administration . . . . . . . . 29.1 34 349 + L5 + 44
TOTAL ASSISTANCE TO EX-

PORT INDUSTRIES . . . . . 3323 301.9 2338 —68.1 —22.6

Export Expansion Grants Scheme

The Export Expansion Grants Scheme sought to encourage increased exports of
Australian goods and services, industrial property rights and know-how through the
provision of grants based on increases in eligible export earnings over a base period. Fol-
lowing examination of an Industries Assistance Commission report on Export Incen-
tives, the former Government decided not to extend the Scheme’s enabling legislation
beyond its expiry date of 30 June 1983,

The 1984-85 Budget provision of $15m is estimated to meet all outstanding claims
submitted under the Scheme.

Export MarKket Develop Grants Sch,

The Export Market Develop Grants Sch is designed to encourage ex-
porters and prospective. exporters to seek out and develop overseas markets. The
Scheme provides taxable cash grants based on a grant rate of 70% of eligible export
promotional expenditure. In any one grant year, claimants are eligible to receive pay-
ments totalling no more than $0.2m. It also provides for the payment of travelling ex-
penses of $50 per day up to a maximum of 10 days for each overseas visit.

Although. the 1984-85 allocation of $125m is $10m above 1983-84 outlays for this
purpose, the carryover of ding claims is expected to increase to $95m at 30 June
1985, compared with $57m at 30 June 1984, It is estimated that claims to be lodged in
1984-85 applicable to the 1983-84 grant year and earlier years will total $163m, an in-
crease of $23m over claims lodged in 1983-84.

Export and Trade Promotion

Direct. expenditure on export and trade. promotion is estimated at $39.8m in
1984-85. Offset against this is estimated revenue of $2.0m from charges to be levied by
the. Trade Commissioner Service, Outiays on the Service are estimated at $24.2m in.
1984-85. Trade promotional activities are estimated to account for $12.9m in 1984-85,
an increase of $3.4m over 1983-84. Reflecting a more closely targeted approach to trade
promotion, the projects to be funded include the Commonwealth/State trade pro-
motion program, high technology export market development, China action plan, New
Zealand market development, Japan market strategy, North American special exer-
cise, promotion. of Australian consultancy services in developing countries and the
Technical Support Facility which meets the cost of Australian experts advising on, and
formulating development projects for, countries in the Middle East.
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For 1984-85 the Government has decided to provide an additional $0.8m as a capi-
tal subscription for the A lian Overseas Projects Corporation..
Export Finance and Insurance Corporation (EFIC)

. EFIC provides export credit insurance and facilities, i cover for
direct investments overseas against non-commercial risks and; where necessary, export
finance on fonal terms for medium and long-term credit sales of capital goods,

At 30 June 1984, the Corporation had d into loan ag; in support of
tl:;gi;a;foods exports amounting to $571.1m, of which $42.7m was entered into in
Interest Subsidy for Concessional Finance Facility

EFIC’s concessional finance facility is financed by trading bank loans at commereial
rates of interest, The Corporation lends these funds to overseas buyers at concessional
interest rates consistent with the minimum credit terms specified under the Organis-
ation for Economic Co-operation and Develop (OECD) Arrang on Export
Credits. The difference between the commercial interest rates at which EFIC borrows
and the interest rates at which it lends is met from the budget by way of a subsidy pay-
ment to EFIC each-year. The subsidy payment was $23.2m in 1983-84 and is estimated
to increase to $28.9m in 1984-85, The rise in estimated’ payments in 1984-85 reflects
increased lending for the Ok Tedi Project in Papua New Guinea (in respect of which
the interest subsidy is expected to increase by $3.9m to $17.2m in 1984-85) and
increased lending for general business (in respect of which the interest subsidy is
expected to increase by $1.8m to $11.7m). Outlays under this heading are partially
offset by the anticipated. recovery in 1984-85 of $3.2m paid in 1983-84 under the
“national interest” provisions of the Export Finance and Insurance Corporation Act
1974 following a repayment default by Argentina,

Premiums and Repayments

The Commonwealth’s share of insurance premiums arising under the national
interest provisions of the EFIC Act (which is expected to total $4.3m in 1984-85, com-
pared with $4.9m in 1983-84) is included under this heading,

Also included is a repayment of $0.2m in respect of advances totalling $4m made to
EFIC in 1974-75 and 1975-76 to enable the establishment of an export finance facility.
These advances were made before it was decided to finance such a facility through the
trading banks at commercial rates of interest.

General Administration

Included under this heading are the net administrative costs of the Department. of

Trade ($32.2m) and the Export Development Grants Board ($2.6m)..

OTHER ASSISTANCE TO INDUSTRY.

v

1982-83  1983-84 1984-85

Actuat Actual  Estimate. Change
m Sm $m m %
Petroleum Products Freight Subsidy . ., . . 1238 116.2 1233 + 7l + &l
Encrgy Rescarch and Conservation ‘o 180 17.7 208 + 31 + 176
A lian Industry D¢ pi Lol i 45.5Cr 250 - ~250 —=100.0
Biotechnology Rescarch GrantsScheme - 0.7 22 + 14 +190.0
Capital Payment to Commonwealth Bank . . — 150 - ~150 —100.0
General Administration . . . . . . ., 12,5 130 157 + 27 + 204

TOTAL OTHER ASSISTANCE TO
INDUSTRY . ., . . ., .. 108.7 1877 1620 . =257 - 137
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Petroleum Products Freight Subsidy Scheme

The Scheme, which has been in operation since 1 July 1978, provides for the
payment of a subsidy on freight costs in excess of a maximum:freight differential (1.1
cents per litre prior to 1 July 1984) of distributing motor spirit, distillate, aviation
gasoline and aviation turbine fuelin country areas, The maximum freight differential is
indexed in line with increases in the CP1 and from 1 July 1984'is 1.2 cents per litre. An
amount of $123.3m is being provided for the Scheme in 1984-85, compared with
expenditure of $116.2m in 1983-84.

Energy Research and Conservation

Grants for the support of projects under the National Energy Research,
Develoy and D tion Program are provided through both the Energy
Research Trust Account (ERTA) and the Coal Research Trust Account. Expenditure
from ERTA on energy research and development projects in 1983-84 was $16.4m,
including $0,1m in the form of co-operative overseas energy research, The Government
has agreed that new energy research projects costing up to $13.2m over four years may
be approved in 1984-85, Expenditure on new and existing projects in 1984-85 is
estimated at $16m.

In addition to this provision for energy research, coal research is also funded
through the Coal Research Trust Account from the proceeds of an excise, set at 5 cents
per tonne of black coal produced from non-State Government operated coal mines.
The excise proceeds are supplemented by contributions from the States in respect of
State Government operated brown and black coal mines. Trust Account receipts are
expected to total $59m in 1984-85, while expenditute from the Trust Account is
estimated at $5m, compared with $2.1m in 1983-84.

The Minister for Resources and. Energy approves the distribution of funds for
energy research, development and demonstration projects in the light of advice from
the National Energy R h, Develop and Demonstration Council,

Expenditure in 1984-85 on the National Energy Conservation Program (NECP) is
estimated at $0,7m compared with expenditure of $0.4m in 1983-84. This program
funds information and education activities promoting the conservation of petroleum
fuels, electricity and gas in transport, industry and commercial and residential
applications, and promotes efficient energy usage in buildings and by local government.

An amount of $267 000 is provided for the National Industrial Energy Management
Scheme. in 1984-85 (expenditure in 1983-84 was $208 000). This Scheme funds
seminars and workshops, publications and films, awards, selected industry-wide energy
audits and reimt of consul costs to encourage and assist industry to use
energy more efficiently.

The Government is providing $70 000 in 1984-85 for the education and training of
Commonwealth personnel as part of a new program of Energy Conservation in
Government Buildings, In addition, as part of this program, $1.1m is provided to make
energy saving modifications to selected Commonwealth buildings (Classified under
“C Services—C Ith Offices” in the sub-function ‘Administrative
Services').

Commonwealth Bank

A capital injection of $15m was provided by the Government to the
Commonwealth. Bank (formerly the Commonwealth Trading Bank) in 1983-84, No
similar provision has been made for 1984-85,
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Australian Industry Development Corporation: .. . i

The Australian Indiistry Development Corporati ides i to: fac:htate
and encourage the eotlbhshment, development and qdvancement ot A ralian
industries, The Corponhon gives. priority to industries concernéd - uli the

manufacture, assembly, construction, proommg, treatment, trampoﬂatnon and

distribution.of goods, the provision-of services which aré.exposed to-competition from
overseas industries (including tourism) and the develop , marketing and use of new
or improved technology. The.Corporation’s paid-up capital of $87.5mhas been fully
provided by the Commonweaith. No capital instalments. are to be made by the
Commonwealth in 1984-85, In 1982-83, the Corporation repmd to the Commonwealth
$45.5m of an overseas loan which had béen on-lent to the Corporanon——thls amount, in
turn, was repaid by the Comn Ithto the
Biotechnology Research Grants Scheme

The Scheme, introduced: in the 1983-84. Budget, promotes the commercial
development of biotechnology-related research. by Australian industry, Expenditure
under this Scheme is estimated at $2.2m in.1984-85 ($0,7m in 1983:84). The increased
expenditure in 1984-85 reflects a-higher rate of expenditure on projects commenced in
1983-84, and ailows an estimated $0.6m for new projects to be commenced in 1984-85,
General Administration

This heading includes administrative costs of the Canbeira: Development Board.
(80.4m) and those of the Department of Industey and Commerce ($15.3m) excluding

its customs responsibilities (which are included under the sub-function. ‘Administrative
Services').
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D. LABOUR AND EMPLOYMENT

‘I’ﬁe Commonwealth supports a’ range of actwmes almed at maintaining. and
extendm the suppiy- of skilled labour in d din the. Aun lian:labour market, par-
hcuhrly ﬂ}rwgh training s and job creation programs and immigration activities, and the
coordmatnon and ovemght of industrial relations matters, Details of funds provided'

for these activities are set out below,

1982-83 1983-84.  1984-85
Actual Actual,  Estimate Change
sm Sm $m Sm %
lnduslml Relnlwm— .
Conciliationand Asbitration . . . . . n2 136 144 + 038 + 60
Industrial Refations Bureass . . . . . . 63 —_ - - -
Payment toStevedoring Industry . . 173 20.2 19.0 - 12 -~ 58
CoalMlnlnglndunryl.on;s:mocuave . 14.2 18.3 19.0 + 07 + 40
Trade Unlon Training ., . . . . . . 52 58 6.7 + 09 + 149
OccupﬂllonanullhundSIFely RN — — 6.4 + 64 na,
Administration . . . - . . .. ., 104 103 125 + 22 + 214
Recoveries . . . v v v . . . 4, 0.3Cr 0.3Cr 0.3Cr . - 58
Total , .+ . .. e . 64.2 619 718 + 99 + 145
Employment—
Special Employment Programs
- Communlly Employnient Program e 286.6 a7 +125.2 + 437
......... . 1524 147.5 — —147.5 ~100.0
wmsmdysmM e 640 1434 1498 4+ 64+ A4S
Trade Training . . . . . e e 954 106.7 1222 + 156 + 146
Skills Training. . . . « . . .. .. 148 258 360 + 102 + 9.5
YouthTeaining . . . « + v o + . . 143 189 237 + 49 + 258
Speclal Tealnlog . .« . o o . 317 528 63,7 + 169 + 207
EmploymentServices . . . . . . . 100.2 1233 139.4 + 16,1 + 130
Assistance to the Steel Regions . . . . . - - 1.3 + 13 na,
Administration . . . . 0 o 0 . 61.8 86.0 100.7 + 147 + 170
Recoveries . . . . . . . . . 0.7Cr 0.9Cr 08Cr + 01 + 147
Tolal ... ..o 5318 989.9 10478 + 518 + 58
Immigration .
Assisted Migration G e e e 29.2 239 248 + 09 37
Administration . . . . . 0 w0 ., 63.1 69,1 80.1: + 110 + 159
Recaveries ~ , . . , o .« . . . ., 5.6Cr 6.0Cr 8.5C ~ 25 - 419
Total . . 0w e 86.7 810 96.4 + 94 + 107
TOTAL LABOUR AND.
EMPLOY ENT . . .. .. 684.7 11449 1221.9 + 710 + 67

INDUSTRIAL RELATIONS
Conciliation and Arbitration

The bodies funded within this function are involved in the settlement of industrial
disputes arid the determination of wage and salary claims. The remaming expcnditure
under the furiction is for-the provision of certain légal and other costs'in special cir-
cumstances: In. 1984-85, $10.5im is. provided for. the-operations of the Conciliation and
Arbitration Commission and the Public: Service: Arbitrator, and $0.5m for the Re-
munctation Tribunal. From 1 June 1984 the Public Service Arbitrator's role and func-
tion was subsumed into the Conciliation and Arbitration Commission. This step for-
malises the relationship of those two offices,
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Under the Stevedoring Industry Levy Act 1977 payments are mdde to the
Stevedoring Industry Finance Committee (SIFC) from a levy imposed.on:stevedoring
employers, These payments are used primarily to fund the balance of the industry
deficit on long service leave liabilities taken over from the Australian Stevedoring In-
dustry Authority on 5 December 1977, Payments to the SIFC are also used to meet em-
ployer contributions to the Stevedoring Empl ’ Reti Funds, for p of
award entitlements such as sick and annual-leave payments, for the provision of ser-
vices and amenities for waterside workers, and to meet certain administrative costs, The
1984-85 estimate is $19.0m compared to expenditure of $20.2m in 1983-84. A matching
receipt item records the stevedoring industry collections—details can be found in State-
ment No, 4.

Coal Mining Industry Long Service Leave

In 1949 a Trust Account was established to finance long service leave payments for
miners engaged in black coal production. The Trust Account’s income is derived from
payments made by the Commonwealth (estimatedat $19.0m in'1984-85) equivalent to
a four-fifths share of its receipts from a 25 cents per tonne levy imposed on black coal
production. The relevant State Governments reimburse employers for long service
leave payments to miners and recoup from the Trust Account the cost of these pay-
ments and administrative expenses,

Trade Unfon Training

The Trade Union Training Authority: Act 1975 provides. for training services for
unionists and for the operation of State training centres and a National Training Col-
lege at Albury-Wodonga. The: estimate of $6.7m in 1984-85 allows for a significant
expansion of training resources. Approximately 43 000 student training days will be
funded in 1984-85 compared with 38 770 training days in 1983-84, The increase of
$0,9m on 1983-84 expenditure refiects the full-year cost of the imp} tation of Stage
2 of the Authority’s expansion, and the expected t of Stage 3 during
1984-85.

Occupational Health and Safety

This item provides $6.4m for the operations of the interim National Occupational
Health and. Safety Commission, which is to develop and co-ordinate. the im-
plementation of a national strategy for occupational health and safety. It is expected

that legislati blishing the per Commission will be introduced during
1984-85.

Administration

This item records the. administrative expenditure for the industrial relations func-
tions of the Department of Employment and Industrial Relations, which is estimated to
increase in 1984-85 by $2.2m to $12.5m. This increase reflects: mainly. the re-
establishment of the Commonwealth Arbitration Inspectorate within the Department
and the provision of $1.1m for grants to encourage and assist Australian organisations
tointroduce participative work practices for employees and industrial democracy in the
private sector..
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EMPLOYMENT
Community Employment Program

The Community Employment Program (CEP) was established with the introduc-
tion:of the'Community Employment Act 1983. CEP provides employment opportuni-
ties of three to twelve months for those most disadvantaged.in the labour market on
labour intensive projects of social and economic benefit to the community. Under the
Act no further commitments are to be entered into after 30 June 1986, Projects can be
sponsored by State and. local governments, community organisations and other
interested groups and by Commonwealth Government departments and statutory
authorities, State Governments are required.to contribute at least 30% of the cost, and
local government and community groups at least 20%, though a community group's
contribution can be waived or reduced in special ci

CEP is particularly directed at provxdmg job opportumues for the long-term unem-
ployed, women, Aboriginals, disabl and. with | difficul-
ties. All participants are paid award ram of wages, The - total cost of CEP in 1983-84
was $286,6m. 48.200 jobs were approved and 28 400 placements had been made by 30
June 1984, 1984-85 is the first full year of operation of CEP. CEP has several separate
components and details are provided in the following table.

198384 1984-85

Actual Estimate

$m m

General job creati jects th h dTerritories . . . . . 180.6 {a)

TownwaterSUpPIYProjects . &« 4 o+ 4 e 0 b e s e e e e 173 {a)
Jobs on local souds

- allocatedon Roads Grants Acteriteria .+ . . . . . . . o . . 19.5: (a)

- aflocatedonthebasisofpopulation. . . . . . . . . . . .. . 30.0 {a)

Administration . . . L 0 4 . 0 0w e e e e e s 2.5 (a)

C Ith j Y . v e e e e e 355 500

285.4(¢) 410.0(c)

(a) The final break-up of the $360.0m provided for State/Territory CEP is subject to further consideration.

() Full cost of projects arc met by the Commonwealth,

(c) Excludes the separate allocation for.the Australian Capital Territory under the Department of Territories and
Local Government (S1.1m in 1983-84, and an estimated $1.7m in 1984.85),

Wages Pause Program

Following a special Premiers’ Conference held on 7 December 1982, the Common-
wealth implemented a: wages. pause in.areas of its own employment and undertook to.
fund empl ing prog; from the savings to its own budget that resulted
from the pause. For this purpose, $300m was appropnatcd in the Special Employment-
related Programs Act 1982, equal to the savings-then estimated to accrue to the Com-
monwealth during 1983, This amount was allocated between two components of the
‘Wages Pause Program,

The first, the public housing component, was for $100m. These. funds, which were
allocated among the States and Territories on a population basis, were to be applied
mainly to the: construction of new rental accommodation in order to maximise the
employment-generating effect of the. program. An amount. of $46.5m was paid in'
1983.84,
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The rest of the Wages Pause. Program ($200m) was allocated to.the gencrn} employ-
ment component. Total funds under this program. haye now been advanced.
funds wese provided to the States and the Territories on & population basi 4
tention of generating worthwhile employment opportunities in arcas otherj n lubhc
housing. States were requlred to use half their allocation under thu compon nt to dssist
the young uncmployed, and half to assist older workers and others dnsadvantaged inthe
Iabour market, including the disabled, migrants with language difficulties and Aborigi-
nals. Equal employment opportunities were to be afforded to unemployed females. A
total of $101,1m, representing final allocation under this component of tbe program,
was provided for these purposes in 1983:84,

Wage Subsidy Schemes
4,

The Commonwealth funds two wage subsidy sch designed to provi pl t
opportunities for unemployed. persons. -Proposed' expendltum on these schemes in
1984-85 are summarised in the following tablq

1981-82  1982-83  1983-84  1984-85

Actual Actusl.  Actusl. Estimate Change

$m m Sm $m Sm %

Assistance for work expericnce—
e Standard , , ... ..., 27.1 310 509 406 =103 ~ 202
e Extended” , . ., . ..., 169 199 518 520 +02 <+ 04
+ Stateand Commonwealth . . . . 9.7 127 175 163 -2 = 67
tal L. 537 63.6 1202 108.9° -3 = 94

Adult Wage Subsidy Scheme—
eSanpdard . . L L L . - 0.3 18.5 219 + 94 4+ 508
e Extended . . . .. .. ., —_ 0.1 4.7 130 + 83 +1766
Toldh .\ ... u . - 04 22 09 11T+ 763
Totat Wage Subsidy Schemes . . . 53.7 -64.0 1434 149.8 + 64 + 45
(NOTE: Assi: for work ience was previl functional! clm:ﬂed under lhe heading Youth. Training
and Adult Wage Subsidy Scheme under to Long Term.

The Special Youth Employment. Training Program (SYETP) provides wages sub-
sidies to employers to ge. them to provide work experience opportunities for
young persons. Assistance under SYETP taku two main fornis:

o Standard SYETP which applies for' 17 weeks for 15 to-24 year olds registered.

with the C alth Empl Service (CES) who.have been unem-
ployed and away from full-time educauon for at. least 4 of the. previous. 12
months, 50718 pl were provided under Standard SYETP in-1983-84'at

a cost of $50. 9m and it is. estimated that 51 085 placements will be. made in.
1984-85 at an estimated cost of $40.6m, The lower éstimate in 1984-85 reflects re--
cent changes to the wage subsidy scheme which will result in cost savings.

e Extended SYETP is available for 34 weeks for 18 to 24 year olds who have been
unemployed and away from education for at least 8 of the previous 12 months. In.
1984-85 it is estimated that, 31 537 placements. will be made at a cost. of $52.0m
compared with 31 434 placements at a cost of $51.8m in 1983-84.

Under both Standard and Extended SYETP employers must pay award wages. The

C Ith also provides work experi i in Commonwealth Depart-
ments for young persons under Slandnrd and Exlended SYETP.
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Tii'i Fésponie to the:Interim Report of the Tiquiry intoTabour Market Programs
chaniges {0 thie wage stibsidy’ lchemel were announoed on‘ao Uﬁly 1984 For SYETP the.
newgiidélines wilk: - '

(i) féstiucture the subsidics availabie.under SYETP:16 ddtd perceritage of
abdiit 40% of the avefage weekly earningsof the'a age group ccncerncd and
(ii) limit the number of trainces each employer could have at any one time,
Rates of payments under SYETP changed from 30 July 1984 to:

Ageof Trainee ; Standard SYETP * Extended SYETP
g 15717 . $50 per week Not Applicable
. 18-19 - $75 perweek $75 per week for. 17 weeks followed by 2
further 17 weeks at $50 per.w
20-24 -$100 per week. i $100 per week for. 17 weeks followed by-a
fusther §7 weeksal $75 per week,

The Adnlt Wage Subsldy Scheme: (AWSS) ‘provides. wage subsndm to employers
who engage eligible job séekers. (aged 25 years or more) and provide them with a full,
time job for at least 17 weeks, and up to 34 weeks. The subsidy in its standard form is
prov::led at $100 per week.for 17 weeks followed by $75 per week for the remaining 17
weeks,

) Extended. AWSS provndes a wage subsidy of $125 per week.for up to.52 weeks to

ployers who p ploy opportunities for job seckers who are.at:least 45
yearsof age.

In 1983-84, $23.2m: was expended on. AWSS.with 13.074 placements under Stan-
dard AWSS and 2279 under Extended AWSS, In 1984-85 it is proposed to continue the
scheme at the level of placements achieved late in 1983-84 and it. is. estimated that
21 129 placements will be made at a cost of $40.9m.

For-both SYETP and AWSS, employecs are required from 30 July 1984.to retain

on;sm «every-three subsidised workers for at least two months after the subsidy period
ends. X
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Trade Training ) . .
The Commonwealth supporisa -of trade traini imedat cnsunng
adegquate supplies of skilled labour to meet the demands, both short and long-tenn, of
the labour market.
The following table summarises proposed expenditure on the.main trade training
schemes for 1984-85.

"

1981-82 198283  1983.84 198485

Actual Actual Actuat  Estimate. Change
m sm Sm. $m $m - %
G ith Rebate for
Full-time Training (CRAFI')-
Employer Rebate
O%id{:‘;ale!‘lduoauon e 526 650 69.7 736 + 39 + 56
# Off-the-job Training . . . . . 116 139 120 147 + 27+ 225
* $1000CashRebate . . . . . 9.9 L3 0.% — - 0} =100.0
From H: Allo-
Tmm;;nlemg {\w.ay' r?m' o'mel . 4.6 47 438 57 +09 + 187
t
Voc.mon‘ll G.md.u‘..u.E,m‘th{m,m, _ ~ _ '8 18 na.
e P
TowlCRAFT . . . . . . 8.7 84.9 86.6 1029 +163  + 188
Group One- Ye.errdmmgScheme . L7 1.8 1.6 19 + 03 + 188
Special Apprenticeship Assistance . 0.8 33 8.2 46 -3 -4
Special Commonwealth/State Trade - g
TrainingSchemes . .S. Es . 0.7 1.2 02 0.1 -0l X
i tal la-
A‘{:dl:;li:’;:‘m?m:m.‘ |c‘es.|n. ? c. . . 37 9.6 12.¥ + 25 + 260
Support of Group Apprentice Schemes 0.2 0.5 06 0.7 + 01 + 167
Tolul Trade Training R 82.1 95.4 106.7 122.2 +156  + 146

NOTE: n.a.--not applicable

Through. the Commonweaith Rebate for Apprentice Full-time Training. (CRAFT)
scheme, which was introduced in 1977, the Government meets a significant part of the
cost of training apprentices by reimbursing costs incurred by employers in releasing ap-
prentices to undertake: technical education and approved off-the-job training: The
objectives of CRAFT are to:

maintain/increase the numbers of apprentices in training;

maintain/improve the quality of apprentice training;

reduce wastage through apprenticeship;

improve productivity through training early in apprenticeship;

facilitate the transition from school to work by encouraging employers to inden-

ture- apprentices who have completed pre-apprenticeship and pre-vocational
training courses; and
assist the apprenticeship employment of those who are required to live away from
home.

This is achieved through a variety of employer rebates and incentives, as well as by
providing assistance to individual apprentices. Rebates include:

o a Technical Education Rebate for attendance at preseribed basic trade courses in

technical and further education institutions; and
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* an Oﬂ' the-Job Rebate where npprenuccs are released to attend approved courses
g practical skill training for up to 130 daysinthe employer’s own training
establishment oratan approved establishment elsewhere..

Employers can act as a host trainer and provide approved training for other em-
ployers™ apprentices or firms can form a. training co-operative to conduct approved
training.

Rebates are set ding to the trade d, year of apprenticeship and stage
of technical education, and range between $21.90 and $42.80 per day,

Employers are éncouraged by the provision of a $750 tax exempt rebate known as
the Vocational Graduate Employment Rebate to indenture apprentices who are gradu-
ates of a trade based pre-employment course provided that:

¢ apprentices hired after 1 January 1984 are graduates of a trade based pre-

employment course;

® the apprentice is subsequently indentured for at least 6 months less than the

normal period for that occupation; and'

o the apprentice receives credit for at least one stage of the prescribed trade course.

CRAFT also provides payment. of living-away-from-home allowances to young
people, particularly those in country areas, to pursue trade occupations when adequate
training facilities are.not available in the vicinity of their homes, Weekly living-away-
from-home allowances of $33 for first year apprentices and $14 for apprentices in the
second year of their apprenticeship are provided. These allowances are taxable.

Special additional employment incentives were introduced in March: 1984 to en-

courage an increase in the numbers of apprentices in. 1984, These subsidies, which are
tax exempt, include:

© a $1500 tax exempt payment for every extra apprentice on the employer’s payroll
at 30 June 1984 over and above the number at 30 June 1983, This applies to all
trades and includes apprentices indentured, or employed and subsequently
indentured.

- an additional $750 tax exempt payment (i.c. $2250 in total) for every extra
female apprentice on the payroll at 30 June 1984 over and above the number at
30 June 1983. Thisapplies to all trades except hairdressing and includes appren-

tices ind d or employed and subsequently indentured. Employers who qual-
ify for this incentive arc also eligible for up to another $1000 if they have to adapt
facilities to date female apprentice:

In 1983-84 82 000. rebates were provided with a marked increase in the number of
apprenticeships entered into late in. 1983-84. It is estimated that assistance will be pro-
vnded for 87 000.ap ices in 1984-85; all is being made for 2 520 000 days of

hnical education and 561 000 pprentice days-off-the-job-training,

Number of Apprentice-days ('000) funded under CRAFT

1980-81 1981-82 1982-83 1983-84  1984-85

(est)

Technical Education . . . . . . . . . 2493 2834 3021 2442 2520
Off-thejob Training . . . . . . . . . 997 16 514 489 561
Total . 3490 3550 3535 2931 3081




A ber of other sch provide for more specific training needs of, apprenuees

The Group One-Year Ap ice Training S provides additional
opportunities by using surplus apprentlce tmmng capacny in public sector agencies to
provide training for first year apprentices d to private employers, The.costs

(including wages) are met in full by the Commonwealth. At the end of the first year,
apprentices commence work with their employer. The average cost per dpprentice.is
currently about $8900. The number of apprentices in training during 1984 is 210,
compared to 187 in 1983,

The Special Assistance Program is desrgned to prevent retrenchment or threatened
retrenchment of apprentices due to an ,. Y A
wage subsidy of $63.70 per week for a junior and 586 .90 for an adult apprentice is pay-
able for up to 17 weeks to the existing employer of an apprentice under threat of
retrench Where an employer takes on an out-of-trade apprentice, a subsidy of
$63,70 per week for a junior or $86.90 per week for an adult apprentice, is paid for 26
weeks. Employers in receipt of assistance under this program are also. cligible: for
CRAFT benefits. Apprentices who are out-of-trade can receive a training allowance
for.up to 12 months to complete or undertake theoretical or practical training in a tech-
nical college and approved off-the-job training centre—apprentices undertaking train-
ing may also qualify for a living-away-from-home allowance of $57.90 per week.

The Special Trade Training Program aims to develop and support new and innova-
tive approaches to trade training and is composed of two elements:

® The mature age apprentices component (over 21 years of age) provides for an ac-

celeration of training in advance of expected skill shortages arising from major re-
source develof 69 pl will be made in 1984-85 at a cost of $0.1m.

o Additional trade based pre-employment course places. Funds are provided
to. encourage additional trade based pre-employment courses. In' 1985, 2600
additional places will be funded over and above those that the States and
Territories provide. In 1984, a similar initiative provided for 2500 additional

places..
Besides the assistance nvmlable under CRAFT, employers may also obtain addi-
tional support for group app hip ar (i.c. where the indentureistoan

industry body rather than a single employer) , This scheme is. jomtly administered with
the Commonwealth and States on.a § for $ cost sharing basis. It is expected that grants-
totalling $0.7m will be paid.to employer groups in 1984-85 to underwrite administrative
support facilities for 42 group apprenticeship projects—in 1983-84, 35 projects were
funded,

Skills Training

The Cc ealth provid i for a range of programs outside the trade
skills area to help overcome specific skills shonages, to encourage: greater flexibility in
the labour force, to train and re-train pl in pations that are in
demand and to encourage mdustry to identify its requrrements and to develop a variety.
of approaches to changes in the labour market. In 1984-85 the Government will

allocate $36.0m to skill training and this increase of 39:5% over 1983-84 expenditure.

recognises the need: to provide the long term unemployed, people bemg retrenched
Aboriginals, immigrants, women and disabled
opportunities.

with appropriate
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‘Estimated expendnures on’ these schemes are set out in 'me’followmg table:

[P

RN W 1981-82  1982-83  1983-84: .1984-85

Actual,  Actua} Actugl  Estimate Change

sm sm Sm: Sm $m %

Genernl TrAimng Assistance for .

Individuals *

e Onthejob . . . . o, 6,5 2.7 18 22 + 04 +22
o In Educatiorial Institutions 28 33 37 52 + 1.5 +40.5
Labour Adjustment Training . .. 16 1.2 16.1 + 4.9 +43.8
‘Skillsin Demand’ Projects . ', 2.5 20 2.1 30 4+ 09 +42.9
lnduslry'l‘ralmnlSemces 4,5 52 69 9.5 + 26 +36.8
. TotalSkillsTraining . . . . 163 14.8 258, 360  +102 4395

General Training Assistance. (GTA) is designed fo assist industry to meet its
requirements for skilied labour, and to assist individuals registered with the
Commonwealth Employment Service (CES). who, without training or re-training,
would have difficulty in obtaining stable and rewarding employment, GTA aims to
provide assistance to individuals with previous labour market experience who have

difficulty in obtaining suitable employ t of a lack of appropriate qualifica-
tions and/or skills.

GTA for formal is available to individuals to provide income support while
undertaking formal training away from employ ..'The all is only availabl

for training in occupations where the Department of Employment and Industrial
Relations assessment indicates there will be reasonable chance of employment,

Trainees receive an income-tested living allowance which comprises'a basic com-
ponent, equivalent to the rate of ployment benefit applicable to the p con-
cerned, and a training component, The training component for adults is $46.35 per
week and for trainees under 18, $23.20 per week.

Compulsory fees are.paid by the Commonwealth and trainees may receive a book
and equipment aliowance of up to $375 per year. Trainees may also be eligible for a
living-away-from-home/moving allowance or other benefits depending on their
circumstances. }

GTA on-the-job subdidics are available-when a CES office is unable to locate-and
refer-an experienced/qualified job-seeker to-a vacancy. The employer may be paid a
subsidy to provide training for an eligible person referred by the CES.

The adult rate of subsidy is currently $89.90 per week and the junior rate is $63.70
per week. The time period for payment of the subsidy is based on a schedule of
maximum training periods for each occupation,

In 1984-85 $7.4m will'be provided for GTA and it is estimated that this will place
4345 persons.

The Labour Adjustment Training Ammgemems (LATA) program provides train-
ing assnstance to workers.made redundant in of large-scale re-
t t. The program is delivered through ,‘ I offices of the CES.

Eligibility for assistance is restricted to persons made redundant from indus-

tries/firms or in locations designated by the Minister or his delegate, who h ither
accepted an. offer of voluntary resignation, or been retrenched, and who have not
btained full-time per employment since that event.
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An allowance is paid to these persons while undertaking approved vocational train-
ing: The development and provision of training also involves contributions from indus-
try, unjons and State governments as well as the Commonwealth.

The training allowance is paid at the level of the individual’s unemployment benefit
entitiement plus a training, component equivalent to that payable under GTA.
books and equipment allowances may also be paid, Assistance under the Living-Away-
From-Home Allowance or the Relocation Assistance Scheme may also apply.

The funds for LATA ($16.1m) are expected to allow for 3800 approvals in 1984-85
compared with $11.2m and 3701 approvals in 1983-84.

The Skills in Demand program will be maintained at the same level as 1983-84, This
program aims to-assist industry to overcome skill shortages and/or establish new or
improved training arrangements while at the same time providing unemployed people
with the training required to obtain stable employment.

C wealth assi may be provided ds course development and run-
ning costs and in the form of allowances and subsidies, where trainees are selected from
itabl loyed p The extent of this assistance will depend on the nature of

the contribution from industry and other government departments,

Expenditure for Industry Training Services in 1984-85 is estimated at $3.5m com-
pared to $6,9m in 1983-84, Industry Training Services provide the means for the devel-
opment of training programs through all sectors of industry and commerce, including
small busi Forms of assi ilable include grants for the employment of
manpower development executives and industrial training officers by industry associ-
ations and industry training committees, grants for the development of new training
programs, research into training needs, the production of basic training manuals and
group training schemes to allow groups of small firms to employ training specialists,

Funds are also provided for the National Training Council and industry training
committees, The Council is a tripartite body which advises the Commonwealth:
Government on the development, operation and: promotion of labour force training
policies, priorities and programs, In addition, the Council fosters research into labour.
force training and advises on measures to promote the value of training and the dissemi-
nation of information to industry onimproved and effective training techniques.

It is estimated that some 110 industry training committees in 20 industry sectors wil
receive support in 1984-85,

Youth Training

The Transition Allowance is part.of a range of. policies designed to assist disadvan.
taged young people (a group ch ised by poor dards of education and high
levels of unemployment) to undertake full-time vocationally oriented courses which
are conducted mainly in Colleges of Technical and Further Education (TAFE), The al-
lowance is.equivalent to unemployment benefit plus $6 a week and payable to eligible
participants in.approved Transition Allowance eligible courses. The allowance over-
comes the previous impedi of loss of pl benefit when undertaking
full-time education or training. These courses are mainly conducted in TAFE and the
majority are funded under the Participation and Equity Program (PEP) which sub-
sumed the former School-to-Work. Transition Program. PEP aims to encourage young
people over the school leaving age to participate in useful and fullfilling education and
training activities in schools and TAFE. The Schools Commission and the TAFE Coun-
cil of the Tertiary Education Commission administer funds for the program, with the
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Department of Education and Youth Affairs exetcising a strong co-ordinatin; rol?,
Close consultation with the Department of Employment and Industrial Rc!aufms is
maintained at local, regional and federal levels, However the Department’s role is pri-
marily confined to post-school activitics (mainly TAFE).

PEP funds enable courses to be developed which. enrich and expand the range of
options available to youth particularly for the less academically inclined, and thosg cur-
rently unemployed. Similar State-funded courses may also be approved as cligible
courses,

In order to be approved, must be post dary and:

e be vocationally oriented and targeted towards the needs of the young
unemployed;.

o allow the CES a major rolc in the i and sel of particig and

o give priority for entry to the longer-term unemployed.

Courses which attract the Transition Allowance currently include:

« pre-apprenticeship courses, which are generally confined to specific trades and
result in shortened periods of indenture in those trades;

» pre-vocational (trade-based) couirses which are relevant to broad‘ of:fugational
groupings and provide the trainee with skills and allow greater flexibility in seek-
ing employment;

* p ployment which provide skills over a broad range of employment-
related activities to enhance employability, flexibility and mobility; and

o the Education Program for Unemployed Youth (EPUY) courses which improve
basic literacy, numeracy and social skills. and motivation of thg young unem-
ployed, particularly those with low or inadequate educational qualifications.

Courses may vary in length from a minimum of 12 to a maximum of 52 weeks.

Participants also receive a books and'equipment allowance and may also be entitled
to receive moving or fiving-away-from-home allowances. The CES arranges payment of
the allowances and helps with the placement of trainees when the course is completed.

To encourage students to undertake training leading to an apprexjx.ticeshig, a‘l‘ pre;
apprenticeship allowance of $20 per week is payable to sgudents at trade-base
pre-employment courses at TAFE institutions where a higher allowance from another
source is not available: :

Details of expenditures for these scrvicesare set out in the following table:

1981:82  1982:83  1983-84  1984-85

Actual Actual Actunl  Estimate Change
sm $m $m $m $m. %
School to work transition—
. Educudlio$ Prozr‘u"r‘n folr U‘"Tl.
loyed Youth, ‘Transition® Al- :
faw’;nctnndTAFECoums “ . 84 1 141 Ig§ 1(2,: 1;«;3
+ Books and Equipment Allowance . 0.3 04 1,9 +0.9 +90‘°
o Experimental Training Projects 09 10 109 A
Pee-apprenticeship Allowance . . 12 19
Totul Youth Training: . . . 9.6 143 89 237 +49 +25.8

NOTE: Standurd und Extended SYETP were previously included in this table but now can be found in the section
entilled Wage Subsidy Schemes.
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The numbers of young people in receipt of transition allowances in recent years are
as follows:

Transition Pre-

allowa: Apprenliceship
(including EPUY) allowance: Total
198)-82 12800 2900 15700
1982-83 17200 5100 22300
1983-84 , . . 15600 6100 21700
1984-85 (est) 16 800 7 500 24 300

Special Training

A number of services are funded by the Commonwealth to assist job seckers disad-
vantaged because of mental or physical disability, different social culture or language
backgrounds or through being unemployed for lengthy periods.

The following table provides details of funds provided to services to assist in special
training:

1982-83 1983-84 1984-85

Actual’ Actual  Estimate Change
Sm: m Sm $m %
Training Programs for—
Aporiginﬂls ........... 246 410 509 + 99 +24.1
Dsabled . . . ... ... 6.3 98 ol +03 434
Specialclients . . . . .. .., . 08 1.9 26 + 07 +353
Tolal ., . ... 317 528 63.7 +109 +20.7

The Aboriginal Training Program has shown a rapid increase in activity and in the
level of funds provided in 1983-84 and proposed for. 1984-85. The Program provides for
the training and placement of Aboriginals in jobs, so that their work skills. will be
increased. A number of different kinds of assistance are provided under this program:

® Public sector training provides on-the-job experience for up to twelve months in
clerical, semi-skilled and technical areas of Commonwealth and State Govern-
ment employment. In 1983-84, 3485 placements were made and. it is estimated
that 3943 placements will be made in 1984-85 at a cost of $26.7m.

o Training allowances and employee subsidies are also available to encourage em-
ployment of unemployed Aboriginal CES registrants, An amount of $3.6m will
be provided in 1984-85 for formal training allowances for an estimated 934
trainees, and wage subsidies to-assist 4850 trainees are expected to cost $17.0m.
Special projects are developed where no other forms of training are appropriate,
About 700 trainees are expected to be assisted in 1984-85 at a cost of $2.9m.

Training allowances, employer subsidies and a special work preparation program
are available to assist disabled p whose social, physical or mental handicaps have
limited their access to employment. $10.1m is to be provided in 1984-85, which rep-
resents an increase of $0.3m over funds provided in 1983.84. 4756 placements are

expected to be made under this program in 1984-85,

Assi§tance is also provided for those considered to have special disabilities which
place them at a disadvantage when peting in the labour market, such as ex-
prisoners, non-English speaking migrants or wards of the State. In 1984-85, 2338 special
needs trainees are expected to be assisted at a cost of $2.6m, an increase of $0.7m over
1983-84,

224

Employment Services

Outlays under this heading relate mainly to identifiable administrative expenditure
of the CES, which provides a nation-wide job placement, career reference and advisory
service through 248 local offices, 60 branches, 10 seasonal offices, and 146 agencies.
Work Information Centres have continued to be introduced. In 1983-84, 45 were estab-
lished and 75 are expected to be established in 1984-85. The CES also provides the ad-
ministrative support for the Commonwealth’s employment and training programs, in-
cluding the selection of trainees from among CES registrants. During 1983-84 there was
increased placement activity by the CES as a result of the expansion of programs, The
CES processed 1 978 314 registrants and assisted in 588 791 pl and 241 436
participants were approved for employment and training programs. Expenditure on the
CES in 1983-84 was $123.3m and it is expected to increase to $139.4m in.1984-85. This
increase includes provision for computerisation of a number of areas which will provide:
better services for clients.

Assistance to the Steel Regions

A number of projects were approved and some commenced in 1983-84 to widen the
range of options available for future industrial developments in the Illawarra, Hunter
and Whyalla regions. In 1983-84 a total of $9.8m was expended and in 1984-85 it is
expected that $22,8m will be spent to assist in the development of infrastructure to pro-
vide-new employment opportunities in steel regions. An amount of $1.3m is provided.
under this function for projects to assist the Whyalla region. (The remaining $21.5m
being provided for this purpose is classified under other functions and sub-functions in-
cluding Education, ‘Transport and Communication’, ‘Water Supply, Electricity and
Gas’, and ‘Industry Assistance and Development’.)

Administration

The administrative costs of the employment and youth functions of the Department
of Employment and Industrial Relations are estimated at $100.7m for 1984-85, The in-
crease of $14.7m.over 1983-84 reflects the growth in program activities and the con-
tinuation in the growth of activities of the Bureau of Labour Market Research. Identifi-
able administrative costs relating to the Department’s industrial relations
responsibilities and CES administrative costs are included in the ‘Industrial Relations’
and ‘Employment Services’ sections set out earlier.

IMMIGRATION

Migration Program

The. migration program for 198485 will be held to a ceiling of 74 000 visaed mi-
grants with the need for an increase in the ceiling to be reviewed in the light of economic
cir Significant ¢l of the program are the expected arrival of 14 000
persons in the refugee and special humanitarian categories, 42 000 in the family reunion
category and 15 500 in the skilled labour and business categories. (Because of high un-

ployment levels less reli is now being placed on the migration program as a
source of skilled workers.) These estimates exclude New Zealand citizens, who are not
subject to migrant selection processes.
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Provision is made for a target of 12 000 assisted p for refugees at a cost of
$8.7m in 1984-85. This includes the cost of transp refugm from the port of ar-
rival in Australia to migrant centres and private acoommodauon. The estimate reflects
significantly higher average travel costs associated with.the change in the country of

source oomposmon of refugee immigration. There is to be a greater diversity of refugee

sources with-an d emphasis on refugees from Central and South America and
the Middle East, Contributions to the net perating costs of migrant centres ged
by the C« ith A dation and Catering Services Ltd in 1984-85 are
estimated to be $15.2m—a decrease of $1.0m. The decline in,the number of migrants

king centre dation and the trend towards shorter stays in the centres has

resulted in some savings, but these savings have been partially offset by increased costs,
including wages and income maintenance /redundancy payments.

Administration

Outlays under this heading relate to the administrative expenditures of the Depart-
ment of Immigration and Ethnic Affairs, The increase of $11.0m in 1984-85 results

from increased salary costs ($5.4m), new computer and teleph ip ($3.0m)
and other minor administrative cost i
Recoveries

Following the termination of the Asslsted Passage Scheme i m 1981, no- further
recoveries from contributions by assi i are expected. The major com-

ponents of the increase of $2.5m in 1984-85 are the full year effect of the decision in
1983-84 to introduce a new administrative charge in relation to work petmits for tem-
porary residents ($2.3m in'1984-85) and increases in other fees and charges ($0. Sm) for
services provided by the Department.
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E. OTHER ECONOMIC SERVICES

This grouping covers outlays on economic services provided by the Commonwealth
which are not readily classified to specific functional groupings. Included are outlays re-
lating mainly to wage, salary and administrative expenses for certain forms of economic
and trade regulation and for specialised activities, as well as administrative expenses,
not directly identifiable with specific industries or groups of industries,

1982-83 198384 198485
Actuat Actual  Estimate Change

Sm sm Sm sSm %
Economic and Trade Regulation—

Patent, Trade Marks and Designs Office (net) 11Cr 1.9Cr 34Cr - 15 -79.2
InduslncsAmslanccCcmmlsslnn (net) . . 9.0 9.2 1.3 + 2.1 +229
Trade Practices(net) . . . . , , , , 54 6.5 .5 + 10 +154
PricesSurveitlance . . . . . ., . 08 08 1.3 + 0.5 +68.0
Consumer Protectionnee . . . . . . 0.1 08 10 + 02 +30.6
National Companies and Securitics Com-
mission . ... . .. L7 22 24 + 03 +11.6
Other(net) . . . . . . . . . . . 1.0 1.0 B + 0.1 +14.7
T 169 185 213 + 28 +15.0
Specialised Activities—
Meteorological Services (net}) . ., . . 419 486 564 + 78 +160
National Mapping(net) . . . . . . . 134 132 14.8 + 1.6 +12.0
Snowy Mountains Engincering Corporation —_ 40 20 - 20 —50.0
Total ., ... ... 61.3 65.8 732 + 74 +11.2
General Admini and Other
ey . . . ... 20,3 233 28.7 + 54 +234
TOTAL OTHER ECONOMIC SER-
VICES . . ... ..... 98.5 107.6 1232 +15.6 +14.5

ECONOMIC AND TRADE REGULATION

Outlays for the regulatory bodies listed under this heading mainly comprise salaries
and administrative expenditure.

Patent, Trade Marks and Designs Office

The Patent, Trade Marks and Designs Office oversights and administers Australian
property sy for the p ion of inventi trade marks and industrial designs,
examines applications for. Letters Patent of inventions and for the registration of de-
signs and trade marks, and publishes details of successful applications,

Direct expenditure of $18.1m by the Office in 1984-85 (an increase of $3.7m on
1983.84) will be more than offset by recoveries of $21.5m, following the Government’s
decision to institute full cost recovery (mcludmg costs not charged to the Office for

office ionand g employer superannuation liabilities).
Estimated.expenditure in 1984-85 is mainly for salaries (813.0m), with the balance

comprising administrative expenses ($4.4m), plant and equipment ($0.4m) and

membership of international organisations ($0.4m). Apart from salary and general cost
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increases, the increase in expenditure in 1984-85 reflects the development costs ($2.3m
in 1984-85) of new comp based sy designed to imp! efficiency and man-
agement in the Office.

Industries Assistance Commission (net)

The Industries Assistance Commission (IAC) inquires into and reports on assist-
ance to industries and related matters which are referred to it by the Government in ac-
cordance with the Industries Assistance Commisston Act 1973,

Following its consideration of a review of.the IAC by Mr J, Uhrig, the Government
announced on 7 June 1984 certain changes to its role and methods of operation. En-
abling legislation is expected to be introduced into the Parliament in. the Budget
Session. The provision for 1984-85 is $2.1m above expenditure in 1983-84, reflecting an
upgrading of the IAC's computing facilities and the full-year effects of the National
Wage Case decisions in October 1983 and April 1984,

Trade Practices (net)

This item includes.the activities of the Trade Practices Commission and the Trade
Practices Tribunal. The Commission administers the Trade Practices Act 1974, which
proscribes certain restrictive trade practices and provides for consumer protection. The
Tribunal considers appeals against determinations by the Commission relating to the
authorisation of restrictive trade practices or the tion of such an authorisati
The increase of $1,0m in planned expenditure in 1984-85 reflects the full-year effects of
National Wage Case decisions and a small increase in staff numbers for the Commission.

Prices Surveillance

Outlays under. this item in 1984-85 relate to the salaries and administrative expenses
of the Prices Surveillance Authority (PSA), which commenced operations on 19 March
1984, The Authority monitors and reports to the Government on price levels in key
areas of the economy. Expenditure in earlier years consisted of the operational costs of
the Petroleum Products Pricing Authority, whose functions were subsumed by the
PSA. The $0.5m increase in outlays in 1984-85 reflects the full-year cost of the newly
established Authority.

Consumer Protection (nec)
The 1984-85 estimate. for this category includes the salarics and administrative

expenditures of the Department of Home Affairs and Environment on consumer affairs.

matters. It also makes provision for a grant-in-aid of $0.2m to the Australian Feder-
ation of Consumer Organisations for the co-ordination of consumer affairs bodies in
Australia. The small increase in outlays in 1984-85 is due mainly to increased salaries
and iated pay for the C Affairs Division of the Department of
Home Affairs and Environment,

National Companies and Securities Commission

The Commission administers & uniform scheme for the regulation of companies and.
securities matters, including the C Ith's Companies legislation and counter-~
part State laws; The Commonwealth contributes half the funds required by the Com-
mission and the States provide the balance-in proportion to their populations. The in-
crease in the. Commonwealth’s contribution' in- 1984-85 is due to price and wage
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increases, and the full-year costs of the newly established Companics and Securities
Law Review Committee and the Accounting Standards Review Board.

Other (net}

The major item included in this category is administrative and operational expendi-
tures by the National Standards Commission (51.0m).

SPECIALISED ACTIVITIES
Meteorological Services (net)

Included in this category are the activities of the Commonwealth Burcau of Meteor-
ology' ($74.3m) and the Tonospheric Prediction Service ($1.6m), less amounts re-
covered for Bureau services ($19.4m),

The Bureau of Meteorology provides a.range of weather services and forecasts for
the general public and specialised users. Estimated expenditure by the Bareau in
1984-85'is mainly for salaries ($46.9m), administrative expenses ($12.8m) and oper-
ational expenses ($8.6m). The provision for plant and equip in 1984-85 ($3.5m) is
$1.0m more than expenditurc in 1983-84 due to the high. priority accorded to new
equipment acquisitions.

The lonospheric Prediction Service (IPS) provides predictions on the state of the
ionosphere for users of radio communications systems, including the Defence Services,
Telecom Australia and the Overseas Telecommunications Commission. Estimated
expenditure by the IPS of $1.5m.in 1984-85 is mainly for salaries and administrative
expenses,

The costs attributable to the major specialised users of Bureau. services (civil avi-
ation and defence) are recoverable. Taking into account other minor revenues, net out-
lays from the budget on meteorological services in 1984-85 are estimated at $56.4m,
compared with $48.6m in 1983-84 (up 16.0%).

Natlonal Mapping (net)

An amount of $14.8m (net of revenue) has been provided for the Division of
National Mapping of the Department of Resources and Energy. This includes $1,7m
(net) for the operation of the Australian LANDSAT Station, including $0:1m to exam-
ine a-proposal to upgrade this facility, The administration of LANDSAT was transfer-
red to the Division from the Department of Science and Technology on T March 1984,

Snowy Mountains Engineering Corporation

The 1984-85 estimates include $2m to- provide the Corporation with increased

capital to assist. in the restructuring necessary to overcome its recent financial
difficulties.

GENERAL ADMINISTRATION AND OTHER EXPENDITURE (NET).

The estimates for 1984-85 relate to the operating and capital costs (other than those
allocated to specific regulatory functions) of the Department of Resources and Energy
($18.7m) and the productivity development functions:of the: Department of Science
and' Technology ($9.8m). The expected increase in expenditure in 1984-85 is due
largelyto increases in the salary and administrative costs of these two' Departments.
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9, GENERAL. PUBLIC SERVICES

This grouping covers a broad range of general public services and activities relating
to the organisation and operation of the Commonwealth Government, including legis-
lative services, administrative services, administration of the courts and law enforce-
ment, foreign affairs, overseas aid and administration of external territorics.

A. LEGISLATIVE SERVICES'

This heading covers outlays on legislative activities including expenditure. by the
five Parliamentary Departments together with other expenditures relating to the
Governor-General's Office, the Office of Parliamentary Counsel, the Parliament House
Construction Authority, the Australian Capital Territory House of Assembly and the
Australian Electoral Commission. Commonwealth. outlays on. legislative activities for
1984-85 are estimated at $306.9m, an increase of $106.7m or 53.3% on 1983-84.

1982:83  1983-84 1984.85
Actual: Actugl  Estimate Change

Sm $m: $m $m %
Governor-General's Office and Other Official
Establishments . . . . . « . . .. 39 41 49 + 07 + 177
Parliamentary Expenditure—
Salaries and Allowances of Senators and

Members . . . . .. . ..., 264 208 20.3 ~ 05 - 24
Other (net) e e e e e nI 796 98.6 + 189 + 238
Parli House C ion Authority: . 554 62.5 1.8 + 493 + 78.8
ACT House of Assembly e e e 0.5 0.8 1.0 + 02 + 271
Australian Electoral Commission . . . . 40.5 324 704 + 380 +117.5

TOTAL LEGISLATIVE SERVICES 1984 200.2 306.9 +106.7 + 53.3

Parliamentary Expenditure

The estimated decrease in outlays under the heading Salaries and Allowances of
Senators and Members arises mainly as a result of a decrease of $1.5m in the estimate of
benefits payable under the Parliamentary Contributory Superannuation Act 1948
which is partly offset by an increase in Parliamentary salaries and allowances as a result
of Remuneration Tribunal Determinations.

Outlays under ‘Other (net)’, which include salaries, administrative costs and capital
works associated with the functioning of Parliament and administrative costs of elector-
ate offices of Senators and Members, are estimated to-increase by $18.9m in 1984-85,
Higher salary and allowance payments which account for $9.8m of this increase mainly
reflect the Government’s decision that S and Members be provided with an ad-
ditional Electorate Assistant from 1 July 1984, and increased staffing levels in. the
Parliamentary departments, together with the full-year impact of National Wage Case
decisi Administrative exp under this item increased by $9.2m reflecting the in-

crease in staff numbers-and cost i P is also made for the Government’s
decision to allow Mini to engage consul under the Members of Parli
(Staffy Act 1984,

Parliament House Construction Authority (PHCA)

Qutlays under this item include an amount of $2.8m for the administrative costs of
the PHCA, $14m for architectural and professional fees and $82m for construction of
the new Parliament House: In addition, an amount of $10m will be provided in 1984-85.

230

for non-building items and $3m will be provided for general services associat'ed with the
project, The-increase in outlays over 1983-84 reflects progress on thc pro_u.:ct as con-
struction gathers momentum and the commencement in 1984-85 of extensions to the
building (estimated total. cost $41.7m) to provide accommodation for additional
Members. and S following passage of the Representation Act 1983 and the
C Ith.Electoral Legislation Amend Act 1983..

Australian Electoral Commission (AEC) o

Provision is made under this heading for outlays of the AEC for the administration:
of the Commonwealth Electoral Act 1918, the conduct of Commonwealth elections.
and referendums and industrial elections. The increase of $38.0m mainly- reﬂecv.sPro-
vision being made for a possible. Federal Election in 1984-85 ($29.3m) together witha
full habitation review for electoral roll maintenance purposes ($2.8m) and, for the first
time, the public funding of election expenses (58.0m). The increase also §1!o_ws for costs
associated with the sctting up and operation of twenty-three new AEC divisional offices
following the increase in the size of the Parliament.
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B. LAW, ORDER AND PUBLIC SAFETY'

Commonwealth-outlays on law, order and public safety functions for 1984-85 are
estimated at $432,3m, an increase of $56.3m or 15.0% on 1983-84,

1982-83  1983-84  1984-85

Actual Actual  Estimate Change
m Sm Sm sm %
Courtsand Legal Services—
ighCourt . f . 43 4.7+ 53 + 06 +11.9
Federal Court . 59 7.0 9.0 + 20 +28.8
Family Law . . 19.2 214 269 4+ 54 +254
Courtsof the ACT 25 29 33 + 03 +12,0
Banksuptcy Administration [P 58 67 8.7 + 20 +298
Australian Government Solicitor ., . 134 154 187 + 33 +21.3
Australian Law Reform Commission . . 14 1.8 2.5 + 07 +374
1 T S TP U 57.8 65.5 762 +10.7 +164
Protectionof HumanRights . . . . . 18 25 45 + 20 +82.5
Total . ... ... 1.8 1280 1550 +27.1 +282.
Police, Security and Criminology—
Security und Intelligence Organisations . . 39.9 540 578 + 38 + 70
Policeand Prison Services . . . . . . 109.8 192 1344 +15.2, +128
Other ., ., . . . ... .. .., 105 248 29,1 + 43 +17.3
Total . . .. ... ... 160.3 198.0 221.3 +23.3 +11.8
Attorney-General's Department—
General Administration and Other Expendi-
wre . L. oL s ., 309 343 384. + 42 +12,1
Reporting Service v e e 79 8.6 102 + 45 +17.9
Total . . ..., 388 429 48,6 + 57 +13.3
Public Sufety and Protection~
RoadSafety . . . . . .. ..., 1.6 23 29 + 0.5 +23.0
Other . . . . . ... ... .. 82 9.8 10.5 + 07 + 74
Total ., .. ... e e 9.7 12.1 134 + 13 +10.4
Building, Works and Equipment,nec. . . LT3 6.1 23 - 38 —62.8
Recoveries . . . . . . .. .. 7.6Cr 11.0Cr 82Cr + 27 +250
TOTAL LAW, ORDER AND
PUBLIC SAFETY . ., . . ., . 320.4 3760 4323 +56.3 +15.0

COURTS AND LEGAL SERVICES
High Court

Under the High Court of Australia Act 1979 the High Court is the ultimate court
of appeal in Australia. An amount of $5.3m is provided in 1984-85 for the operations of
the Court in Canberra and the States and includes an amount of $0,8m for salaries and
allowances of Justices and $2.3m for salaries and allowances of administrative staff,
The increase of $0.6m or 11.9% over 1983-84 outlays refiects increases in salaries and
allowances and additional administrative costs,

Federal Court

The Federal Court of Australia established by the Federal Court of Australia Act
1976 is a superior court of record and a court of law and equity with'both an originat
and an appellate jurisdiction. An amount of $9.0m is provided in 1984-85 for the oper-
ations of the Court, of which $2.6m relates to salaries and allowances for Judges and
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$4.7m for salaries and:allowances of administrative staff, The increase of $2.0m or
28.8% over 1983-84 outlays includes provision for increased salaries and allowances for
Judges and administrative staff and additional administrative costs.

Family Law

The Family Court of Australia, established by the Family Law Act 1975, exercises
original and appellate jurisdiction in all matrimonial causes in all Statesand Territories
except Western Australia where the jurisdiction is exercised by the Family Court of
Western Australid. The Court also provides a counselling service to assist people with.
marital problems.

The provision of $26.9m in 1984-85 includes an amount of $3.6m which relates to
salaries and allowances for Judges and $12.1m for salaries and allowances for adminis-
trative staff, In addition an amount of $3.4m is provided for reimbursement to Western
Australia of the costs of running the State Court and $4.0m for reimbursement to other
States' for the cost of performing certain family law services on behalf of the
Commonwealth.

The increase of $5.4m or 25.4% over 1983-84 outlays reflects increases in salary and
wages costs and general increases in other administrative costs and provision for
increased staffing and security arrangements for the Family Courts and for the estab-
lishment of a pilot scheme for Family Law Centres.

Courts of the Australian Capital Territory

An amount of $3.3m, an increase of $0.3m or 12.0% on 1983-84 outlays, is provided.
in 1984-85 for the operations of the Australian Capital Territory Supreme Court and
Court of Petty Sessions, including the Children's Court and Small Claims Court. The
increase reflects the full-year effect of increases in salary and wages costs and increases
in administrative costs,

Bankruptcy Administration

A provision of $8.7m is included in 1984-85 for the administration of bankruptcies,
The increase of $2.0m or 29.8% on.1983-84 outlays includes provision for i dsal-
ary and wages costs and additional administrative costs..

Australian Government Solicitor

An amount of $18.7m, an increase of $3.3m or 21.3% over 1983-84 outlays, is being
provided in 1984-85 to the Australian Government Solicitor's Regional Office for legal
work for the Commonwealth Government and statutory authorities. This provision in-
cludes $16.0m for salarics and allowances and $2.7m for administrative costs,

Australian Law Reform Commission

An amount of $2.5m, an increase of $0.7m or 37.4% over 1983-84 outlays, is being
provided in. 198485 for the operations of the Australian Law Reform Commission. The
increase arises mainly from salary and wages costs and additional administrative costs.
Legal Aid

The -provision for legal aid in 1984-85 is $76.2m, $10.7m or 16.4% higher than
1983-84 expenditure, This provision includes $12.3m for Aboriginal legal aid and $1.1m
for grants to vol 'y legal aid organisations. Since 1976 it has been the policy of the
Government to provide legal aid in' Australia through a scheme involving co-operation
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between the Commonwealth and’ States (except foi- Aboriginal legal aid which is
administered by the Department of Aboriginal Affairs). Under the scheme, legal aid is
to. be provided in each State and Territory (except for voluntary legal aid organis-
ations) through a'single independent statutory Commission established by State or Ter-
ritory legislation. C issions have been established in the Australian Capital Terri-
tory, Queensland, South Australia, Victoria, Western Australia and New South Wales
although the latter commission has not yet taken over the operations of the Australian
Legal Aid Office in that State.

Approximately 76 000 people received legal aid in 1983-84, 15 500 through the ser-
vices of salaried lawyers and 60 500 through referrals to private practitioners. It is
expected that some 83 600 people will receive legal aid in 1984-85,

The provision of $12.3m in 1984-85 for the Aboriginal legal aid program represents
a 12.5% increase on 1983-84 and is to support 18 Aboriginal Legal Services providing
advice, representation and related services for an estimated 85 000 cases. The Services
employ 218 Aboriginals and 96 non-Aboriginals.

The increase of $10.7m in'1984-85 for legal aid mainly reflects the expected increase
in the number of cases, in wages and salaries and in fees of private legal practitioners
and includes $8.3m for the New South Wales Legal Aid Commission to take over the
operations of the Australian Legal Aid Office in New South Wales during 1984-85.

Protection of Human Rights

The estimate of $4.5m in 1984-85 provides for the operations of the Human Rights

ission which was established under the Hi Rights C ission Act 1981,

The increase of $2.0m or 82.5% over 1983-84 expenditure arises mainly from: increases

in salary and wages costs and increases in staffing levels. In addition increased funding

has been provided to facilitate the 1mplementauon of the Sex Discrimination Act 1984
on | August 1984,

POLICE, SECURITY AND CRIMINOLOGY
Security and Intelligence Organisations

This provision, which represents an increase of 7.0% on 1983-84 outlays, includes
expenditure for the Australian Security Intelligence Organisation (ASIO) ($40.5m),
the Australian Sccret Intelligence Service (ASIS) ($14.5m), and the Office of National.
Assessments ($2.8m).

The expenditure for ASIO includes $7.8m by the National Capital Development
Commission for new offices for ASIO, and' within ASIO's one-line appropriation of
$32.7m, costs related to the provision of equipment for the Organisation’s new building
in Canberra, staff movement to Canberra and the continued development of an office.
automation system.

The provision for ASIS, a reduction of $2.6m' on 1983-84 expenditures, includes
funds for the residual costs of the move of ASIS headquarters during 1983-84,

Police and Prison Services

This item includes $130.9m for. the operations.of the Australian Federal Police
(AFP), $1.3m for anti-terrorist equipment and training for Australian police forces and
$1.6m for the care of Australian Capital Territory prisoners in New South Wales insti-
tutions under the Removal of Prisoners (Australian Capital Territory) Act 1968. The
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increase of $15.2m under this heading mainly reflects an increase in the number of
police officers and support staff to be employed by the AFP, partly to allow the pro-
vision of added police protection for Judges of the Family Court of Australia.

Also included in this increase is an additional $3.5m for civil coastal surveillance

which is the AFP’s share of ‘the costs of the program. The amount will facilitate the
upgrading of the civil coastal surveillance program and provide for the cstablishment
within the AFP of a new Coastal Protection Unit to co-ordinate Australia’s civil coastal
surveillance activities. Responsibility for co-ordination had previously been with the
Department of Transport,
The civil coastal surveillance program mainly covers q tine, fisheries, transport
and envi functions (but not activities) and user departments’ expendi-
tures are classified to the relevant functions, Funds provided for coastal surveillance
within the separate appropriations for user departments contribute to a total program
of $21.2m. These figures include Defi bles (fuel, lubricants and
stores—$7.8m in.1984-85) and civil contractor services ($7.6m in 1984-85) but exclude
the cost of Defence Force personnel and equipment which provide much of the surveil-
lance effort under the program,

Other

In.recognition of the Government’s policy to eliminate the tax avoidance industry
and minimise tax evasion an amount of $8,7m has been provided in 1984-85 for the Di-
rector of Public Prosecutions, which will take on all the functions of the previous Office
of the Special Prosecutor during 1984-85, An amount of $1.6m has been provided.in
1984-85 for the Office of the Special Prosecutor to enable it to-finalise outstanding
investigations.

Also included are the Institute of Criminology ($2.0m) and various Royal Com-
missions and. Inquiries and provisions for police scientific research, the Common-
wealth’s contribution towards the Central Fingerprint Bureau and the International
Police Commission, and the Commonwealth’s share of the cost of aperations of the
Australian Bureau of Criminal Intelligence and the National Police Research Unit,
This item also includes an additional provision of $7.3m for salary and administrative
costs associated with the new National Crime Authority (NCA). The NCA, established
on 1 July 1984, is to investigate matters which require powers normally beyond those
available to the police and as such will lead and co-ordinate operations on a national
basis against organised crime.
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In general, the servicing.of Royal Commissions, Commissions of Inquiry and the

like is undertaken by the Department of the Special Minister of State. Total identifiable.

costs are set out below:
Expenditure
10 Estimate
30June 1984 1984-85 Total
s H H
Royal Commission on the Activities of the Federated Ship Painters
andDockersUnion . . . . . . ., .. .., .. 12'432 000 1468000 13900000
Royal Commission of lnquiry into Drug Traﬂickm;/Acnvniu of the
Nugan Hand Group PR 7104000 1591000 8695000
Review of the National Capital Dcv:lopmem Commxsslon PP 417000 — 417000
Independent Inquiry into Government Laboratory Services and
Facilities . . . . . . ., . .. ... ... 833 000 - 833000
Review of Customs Administrationand Procedures . . . , . , 218000 — 218000

Review of the proposed legislation on Income and Assets Test . . 65 000 41 000 106 000
Royal Commission on Australia’s Security and Intelligence Agencies 1790 000 620000 2416000
Royal Commission on the Use and Effects of Chemical Agents-on

Australian Personnelin Vielnam . . , . . . . . . .. 1867000 1649 000 3516000
Independent Inquiry into Aviation Cost Recovery .+ .+ . . , . 211 000 286 000 497000
Independent Review of the operation of the Local Government (Per-

sonal Income Tax Sharing) Act 1976 . . . . . . . . . - 926 000 926 000
Committee of Review of the /\uslr:han lnslllu(c of Multicultural

Affais . . . . . . ... e e 259 000 - 259000
N.uionul Roud Fmshl Industry lnquily 900 000 205 000 1105000
Independent Inquiry into Transport Services in” the Northern

TERRONY o o« v e e e e e e e e e e e e e 177000 - 177000
& ission of Inquiry to ¢ i tobe

paidto rorm:rdcfendﬂmsm the Soctal Sccunly ConsplracyCase 147 000 499 000 646 000
Reviewof Allegations Against Telecom . .. . . . . . . . 121 000 90 000 211000
Commilteeof ReviewonOffsets . . . . . . v v v . . . - 331 000 331000
Royal Commission into British Nuclear Tests in Australia . . - 1.416 000 1416000
Joint Tusk ForceonSecunlyofWharvesnndCon(nmm . 13 000 5000 16000
Task Force 10 review Defence Force'and Australian Public Service

housingprograms . . . .. L L L L L. - 100 000 100 000
inquiry into circumstances surrounding the making of a customs

declaration . .« . ..o L o0 - 68000 68 000

26552000 9295000 35847000

Costs of Royal Commissions and Reviews have been incorporated in other func-
tions, as appropriate, but are set out here to indicate total outlays on such inquiries.

ATTORNEY-GENERAL'S DEPARTMENT

General Administrative and. Other Expenditure

An amount of $38.4m, an increase of $4.2m or 12.1% on 1983-84 outlays, is pro-
vided in 1984-85 for administration costs of the Attorney-General's Department. The
increase reflects the full-year effect of increases in salary and wages costs and general
increases in administrative costs. Included in this is $2.0m for acquisition of a
site at Parramatta, New South Wales, for construction of a law courts building.

Reporting Service

The Commonwealth Reporting Service is responsible for reporting proceedings of
federal courts and tribunals and government inquiries. The expected outlays of $10.2m
in 1984-85 (up $1.5m or 17.9% on 1983-84 outlays) are comprised primarily of salaries
and allowances ($8.8m).
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PUBLIC SAFETY AND PROTECTION

Road Safety

The provision for 1984-85 of $2.9m, an increase of $0.5m over 1983-84 outlays, is to
fund a ber of new C Ith initiatives in road safety promotion and re-
search, The estimates also provide $0.2m for continuation of Commonwealth grants to
the States and the Northern Territory for promotion of road safety practices.

Other
This item includes the operating expenses of the Australian Capital Territory Fire
Brigade ($7.0m), fire protection services for Commonwealth property ($2.7m) and

amounts for bush fire prevention and control in' the Australian Capital Territory
(50.6m).

BUILDING, WORKS AND EQUIPMENT, NEC

Expenditure under this heading relates mainly to the construction and refurbishing
of Commonwealth Law Courts in the States and police facilities in the Australian Capi--
tal Territory. The net reduction of $3.8m over 1983-84 relates to the completion of the
Hobart Law Courts building, The Government has agreed to design development pro-
ceeding in 1984-85 on the Parramatta, New South Wales and Perth, Western Australia
Law Courts complexes that are expected to cost $14.5m and $28,5m respectively.

RECOVERIES
Included under this- heading are court fees of the High Court, Federal Court and
Family Court ($4.8m); revenues of the Australian Government Solicitors’ Offices,
comprising mainly fees charged to Commonwealth statutory authorities and com-
mercial undertakings. for. services rendered and debt recovery ($1.2m); payments by
statutory authorities for fire protection services ($0.8m);.and fees charged for the pro-
vision of computer services ($0.8m).
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C. FOREIGN AFFAIRS, OVERSEAS AID AND EXTERNAL
TERRITORIES

Total outlays on foreign affairs, overseas aid and. external territories' (referred to
elsewhere in the budget documentation. as 'Foreign Affairs and Overseas Aid') are
csnmated to increase: by 8. 7% to 31261 6m in 1984-85. Expenditures in this area are
mainly di d dtop te relations with overseas countries
and to assist in the eoonomlc and social development of developing countries; expendi-
ture on external territories is relatively small. Official Development Assistance (ODA)
accounts for the greater share (77%) of expendnure under this heading; a more detailed

t of A lia’s aid program is provided in. Budget Paper No. 9-—Australia’s
Overseas Development Assistance Program 1984-85.

1982-83  1983-84  1984-85

Actual. Actual  Estimate: Change
Sm $m sm sm %
Aid Payments—
Bilateral Aid~~
Papua New Guinea. . . . . . . oW 2159 302.1 3141 +120 + 40
Projects, Technical Co-operation and' Re-
lated Activities . . . . . . . . 1545 1833 1985 +152 + 83
Tmmlng 'l' IR 268 299 342 + 43 +14.6
Countries(@) . . . . . . . L 863 950 986 + 36 + 38
FoodAid . . . .. ... ... 69.6 70.1 58.5 ~-1i.6  ~—166
Other . . . . ... C e 292 3.1 485 +154 +46.5
Total Bilateral Aid & . . . . . . 642:3. n3s 7525 +38.9 + 55
Muititateral Aid—
International Development Finance Insti-
thons .+ . . ... e 67,1, 102.7 9.3 - 34 ~ 33
UN Programs, Regional'and Other Inter-
national Organisations . . . . . . 930 816 108.8 +21.1 +33.2
Tolal Mullifateral Aid . . . . . . 160.% 1843 20811 +23.7 Y
Aid Administration . . . . . . . . 109 ns3 131 + 1.8 +16.2
TotslAid , , . . ... ... 8133 909.2 M7 +64.5 + 71
of i and.

Other Non-Aid Expendllure ..... 408 396 43.6 + 40 +10.1
External Territories . . ., . . . . . 52 6.7 124 + 57 +84.5
General Administration Expenditure . . 1932 2122 2355 +233 +11.0
Recoveriesund Repayments . . . . . . 8.0Cr T4Cr 36Cr  + 39 +52.1

TOTAL FOREIGN AFFAIRS,
OVERSEAS AID AND EXTER-
NAL TERRITORIES () (¢) . . 1044.6: 1160.2 1:261.6 +101.3 + 8.7

{a) Thenet cost to the Commonwealth of educating students from developing countries within Australia is iden-
tified for the first time in this year's budget, To assist in comparisons, the figures for 1982-83 and 1983-84 have
also been adjusted to mcorporalc thisitem,

(b) Referred toelsewhere in Budget documentation as ‘Foreign Affairs and Overseas Aid",

(¢} Some fiy igures in lhe table differ slightly from lhou shown in Budget Paper No. 9 because of the use of different
concepts for g Australia®
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AID PAYMENTS

An amount of $973.7m is provided for expenditure on overseas aid and aid-adminis-

lrauon in 1984-85. Total aid is estimated to increasé by 7.1% on 1983-84 expenditure
ly adjusted for the. inclusion. of the Contribution towards the Education of

Students from Developing Countries: Taking into account certain other aid-related
expenditures which are detailed below in ‘Assistance Additional to Aid Payments’,
total assistancé to developing countries in 1984-85 is estimated to be $994.0m,

This figure excludes some additional indirect asslstance, such as through the Export
Finance and Insurance Corporation whlch id ing, in certain ci
of exports of capital goods on concessional terms.

BILATERAL AID
Papua New Guinea

An amount.of $314.1m is provided for expenditure on aid to or on behalf of the:
Papua New Guinea Government. This is an increase of $12.0m or 4.0% on the assist-
ance provided in 1983-84,

The major part of Australia’s assistance to Papua New Guinea is provided as a
grant-in-aid under a five-year aid agreement which expires at the end of 1985-86 and
which originally provided for a 5% annual real reduction in Australian aid..

Following discussions with the Papua New Guinea Government, the terms of the
agreement were revised in mid-1983 to allow for a slower reduction in the real level of
budgetary assistance to Papua New Guinea. Using this revised base level, the rates at
which budget support grants would decline in real.terms in the following three years
were reduced from 5% to 1%, 2% and 3% for 1983-84, 1984-85 and 1985-86 respect-
ively.. In' accordance with the revised terms. of the formula, provision. is made for a
budget support grant of $299.0m in 1984-85, an increase of $10.9m over 1983-84.
Budget support under the five-year aid agr is now expected to total $1394.4m.
The new agr also provides for a red in the level of assistance in certain:
circumstances.

Expenditure on the provision of education and technical assistance under the Papua
New Guinea—Australia Technical Co-operation Program is estimated at $3.0m in
1984-85, an increase of $0.6m over 1983-84. Payments of termination and retirement
benefits and other pensions to expatriate officers (and their dependants) of former
Papua New Guinea administrations and the A lian Staffing Assi Group,
which are made under. the Papua. New Guinea Staffing Assistance Act 1973, will be
higher due to increases in retirement and other benefits, The estimate for 1984-85 is
$12.1m, an increase of $0.5m on 1983-84 expenditure.

Projects, Techn!calACo-operation and Related Activities

Expenditure under this heading is estimated. at $198.5m in 1984-85, an increase of
$15.2m on 1983-84 expenditure. The major component consists of assistance to
developing countries, mainly in the Asian and’ Pacific regions, in- relation to the
provision of Australian expertise and equipment to support projects such as the
development of agriculture and the establishment of general infrastructure and health
care facmues‘ An amount of $153.2m is to be provided in 1984-85 for bilateral projects.
and techni pared with $142,0m in 1983-84.
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Assistance under the Development Import Grants Scheme, which provides grants
to f!eveloping countries to import Australian goods and equipment for development
activities, is estimated to be $8.7m compared with $9.3m in 1983-84. An.amount of
$7.7m, an increase of $1.3m on 1983-84, has been provided for the Australian Staffing
Assistance Scheme, under which Australia subsidises the salaries of Australians

ployed by the gover, of developing countries.

Assistance of $13.1m is to be provided under the Association of South-East Asian
Nations (ASEAN)—Australia Economic Co-operation Program, an increase of $0.2m
on 1983-84, Funding for. the co-financing of projects in association with the World
Bank is expected to increase from $9.9m in 1983-84 to $14m in 1984-85. An amount of
$1.3m has been allocated in 1984-85, mainly for the installation and: maintenance of
computer and peripheral equipment as part of a project established in 1982-83 to
automate the functions of the Office of the Narcotics Control Board in Thailand.

Assistance of $0.5m will be provided to a new program, the: Women in Develop-

ment Fund, This program will be used to stimulate projects that are specifically de-
signed to meet the needs of women in developing countries.

Training

Expenditure in 1984-85 on training programs (excluding expenditure in.respect of
Papua New Guinea and under the ‘Contribution towards the Education of Students.
from Developing Countries’ heading) is estimated at $34.2m, an increase of $4.3mon
1983-84, !

Expenditure on training programs covers-the direct costs.including student fees of
officiaily sponsored. students from. developing countries, except Papua New Guinea,
fmd support for training institutions in some ASEAN and South Pacific countries, Also

" ded under this heading is.an of $7.2m for the provision of experts and
equipment to selected Asian. universities and the provision of fellowships in Australia
for Asian academics under the Australian Universities International Development
Program. An amount of $0.8m is provided for the payment of visa-related charges of.
private South Pacific students,

Contribution towards the Education of Students from Developing Countries

) T'he net cost .to’ the Commonwealth of educating students from developing coun-
tries in Australia is identified in the budget for the first time this year. This is in line with
the relevant recommendations of both the Goldring and Jackson Committees’ Reports

that the assistance provided to such: students be identified as overseas development
assistance.

.An amount of $98.6m has been provided for this purpose for 1984-85, It.reflects an
estlmgtcd gross'cosf ofL $129.3m less $30.7m collected in student charges paid by or for
students from ping countries, It includes $95.8m (net) for tertiary students'and:
$2.8m forsecondary students.

Cmsresponding estimates have been made for 1982-83 and 1983-84. 1t is.estimated
that this net contribution by the C tth will i in 1984-85 by $3.6m..
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The amounts thus appropriated are to be paid by the Australian Development As-
sistance Bureau to.the Department of Education and Youth Affairs, and they appear
clsewhere in this Statement as offsets to Education outlays.

Food Atd

Expenditure on bilateral food aid, including food security measures, in 1984-85 is
estimated at $58.5m, a decrease of $11.6m on 1983-84,

Under the Food Aid Convention (FAC) of the International' Wheat Agreement,
Australia has.a commitment to provide a minimum of 400 000 tonnes of wheat or
wheat equivalent as food aid in 1984-85. Of this, 200 000 tonnes or 50% will be given bi-
laterally and the. remaining 50%. will be contributed to the World Food Programme
(WFP) (sec heading ‘United Nations Programs, Regional and Other International Or-
ganisations'). In 1983-84, 60% of the FAC commitment was delivered under the bilat-
eral program.

The cost.in 1984-85 of food grain provided bilaterally under the FAC, including a
small component for monitoring, is estimated at $33.2m. A provision of $4.1m has also
been made for certain handling and freight costs, This compares with $43.7m for grain
and $6.1m for freight in'1983-84,

In addition to the 400 000 tonne commitment, a minimum of 50 000 tonnes of food
grain aid, valued at $14.2m including freight, will be given on a bilateral basis to the In-
ternational Emergency Food Reserve (IEFR) in 1984-85. The JEFR is an international
facility administered by the WFP and the United Nations Feodand A griculture Organ-
isation (FAO) providing food for'emergency situations. Other. bilateral food aid con-
sists of $5.5m for non-grain food aid items; such as milk powder and high. protein
biscuits.

Expenditure on food security in- 1984-85 will amount to $1.5m, down $0.5m on'
1983-84 expenditure. These funds will be used to support projects in developing coun-
tries aimed at increasing food production and improving storage, handling and market-
ingof food stocks, ‘

Other Bilateral Aid

An estimated $8.7m is to be provided for emergency humanitarian relief in 1984-85,
partly on a bilateral basis and partly multilaterally, to altow Australia to respond
quickly and effectively to emergency relief programs in different parts of the world. In
1983-84, $17.4m was spent on this item including assistance to Africa and Lebanon.

The Australian Centre for International Agricultural Research Trust Account will
receive an estimated $10.5m in 1984-85 compared with $7.0m in 1983-84. Expenditures
from the trust t are expected to i to $13.9m in 1984-85 from $5.9m in
1983.84. The Centre. was established in 1981-82 to commission and fund research in
Australian, institutions on- agriculture and related arcas of benefit to developing
countries,

An amount of $16m has been all d. to the Develop Import Finance Fa-
cility to enable Australian aid recipients to import Austratian goods and services for de-
velopment projects on concessional terms matching those offered by other countries
exporting similar goods and services, The amount represents. an estimated increase of
$15.1m on 1983-84 expenditure, This } reflects an expected rise in.the b
and size of ful tenders by A lian exporters.
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Support for vol y aid isations is esti d at $8.8m in 1984-85, princi-
pally to Australian voluntary organisations. This compares with expenditure of $8.3m
in 1983-84.

Also included under this heading is Australia’s contribution of $0.7m over two years
to help defray the costs incurred by the Government of Tuvalu in holding the 1984
South Pacific Forum. Some $0.4m of this amount was provided in 1983-84 and the re-
mainder, $0.3m, is to be provided this year.

An amount of $0.6m has been allocated to a new. program of Development Studies
and Research. This program was endorsed by the Jackson Committee and will support
h projects in fields rel to devel

MULTILATERAL AID

‘The Commonwealth helps to support a number of international organisations, in-
cluding development finance institutions, United Nations agencies and various regional
organisations. Payments in 1984-85 are estimated at $208.1m, an increase of $23.7m or
12.9% over 1983-84,

International Develop Finance Institutic

Australia provides significant support. for the lending activities of international
finance institutions both as capital contributions and' contributions for concessional
funding activities organised through these institutions. Financial support in such cases
takes the form of cash pay and the lod of promissory notes which are
drawn down by the institutions either as required to meet their commitments or on the
basis of previously agreed schedules.

Expenditure in 1984-85 is estimated at $99.3m, compared with $102,7m in 1983-84.
This expenditure is mainly due to drawd against promissory notes lodged with the
International Development Association (IDA). of $60m in. 1984-85 compared with
$70.1m in 1983-84, Those with the Asian Development Fund (ADF) are expected to
be $15.5m in 1984-85 compared with'$12.8m in 1983-84. Other estimated payments are
capital contributions to the International Bank for Reconstruction and Development
(IBRD) of $11.7m, $9.6m to the Asian Development Bank (ADB), including $2.4m
for the ADB’s Third General Capital Increase, and contributions to the International
Fund for Agricultural Development (IFAD) of $2,5m.

After allowing for payment of the 1984-85 provisions, total outstanding obligations
in future years to these organisations will be $506.3m. The amounts, which will be
drawn down over a. number of years, comprise $323.9m for the ADB (including
$291.8m for the ADF, its concessional lending affiliate), $173.4m for the IBRD (in-
cluding $161.6m for IDA, its concessional lending affiliate), and $9.0m for IFAD.

United Nations Programs, Regional and Other International Org

Total payments under this heading are estimated'at $108.8m, an increase of $27.1m
on 1983-84,

Multilateral food aid contributions under the World Food Programme (WFP) are.
to rise substantially, from $32.8m in 1983-84'to $53.5m in 1984-85, duc to three factors.
First, there will be an increase in the volume of food grain provided from 160 000
tonnes in 1983-84 to 200 000 tonnes in 1984-85 or from 40% to 50% of the Food Aid

242

Convention (FAC) commitment. The cost of the grain in 1984:85 is estimated at
$31.4m, Second, the amount provided as cash to the WFP for freight and related costs
will increase from $4.5m in 1983.84 to $15.7m in 1984-85 due to adoption of a new for-
mula. for calculating.these costs in conformity with WFP requirements. Third, expen-
diture of $6.4m deferred from 1983-84 will complete Australia’s commitment. to the
WFP under the 1983.and 1984 biennial cash and commodities pledge. Annual contri-
butions of non-grain commodities worth $8m pledged by Australia in March 1984 for
1985 and 1986 will commence in 1985-86.

Provision is also made under this heading for contributions of $27.7m in 1984-85 to
several United Nations.organisations, an increase of $0.3m over 1983-84 expenditure,
These include $16m for the 1984 contribution to the United Nations Development
Program, and $4.1m, $2.2m and $1.1m for the 1985 contributions to the United
Nations High Commissioner for Refugees, the United Nations Children’s Fund and the
United Nations Fund for Population Activities respectively,

Assistance to regional and other international programs is estimated at $27.6m in
1984-85, an increase of $6.2m over 1983-84 expenditure. Organisations receiving sup-
port include the Commonwealth, Fund for Technical: Co-operation, the Common-
wealth Youth Program, the.South Pacific Commission, and the South Pacific Bureau
for Economic Co-operation; support is also given to a number of international and re-
gional research and training centres.

AID ADMINISTRATION

The administration costs of the: Australian Development Assistance Bureau are:
estimated to increase from $11.3m in 1983-84 to $13.Im in 1984-85. Part of the
i d expenditure proposed is to be used for improving the quality of aid adminis-
tration, in line.with the recommendations of the Jackson Report. Measures include a
small increase in full-time staff numb gags of consultants, and
purchase of computing equipment.

ASSISTANCE ADDITIONAL TO AID PAYMENTS

Certain other budget provisions totalling $20.3m are recognised as Official Devel-
opment Assistance (ODA) for international reporting purposes.

Some $6.5m of expenditure on Australia’s Defence Co-operation Program. will be
spent on proj such as topographic surveying and mapping in Indonesia, Vanuaty
and Kiribati, which are recognised as ODA. Details of the Program, which is primarily
undertaken as an extension of Australia’s own defence effort, are described in the sec-
tion ‘Defence Co-operation’ under the Defence function.

Australia also provides indirect economic aid-through its contributions to the reg-
ular budgets of a number of international organisations (cg. the World Health Organis-
ation, Commonwealth Secretariat and the United Nations Food and Agriculture Or-
ganisation) that.assist in the financing of aid projects.in developing countries., The aid
component of Australia’s contributions to these organisations in 1984-85 is estimated at
$6.5m. Aid and aid-related expenditure elsewhere in the budget amounts to an
estimated $7.3m.
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MEMBERSHIP' OF INTERNATIONAL ORGANISATIONS AND OTHER NON-AID
EXPENDITURE

These payments relate mainly to Australia’s bership of a large number of
international and regional organisations. Participation in thesc organisations entails
contributions to their administrative expenses and, in some cases, their functional
activities. Total expenditure for thess purposes in- 1984-85 is estimated at: $43.6m in-
cluding $12.4m for the United Nations regular budget, $4.4mfor the World Health Or-
ganisation, $4.6m for the United Nations Food and:Agriculture Organisation (FAO),
$2.4m for the United Nations Educational, Scientific- and Cultural Organisation
(UNESCO), $2.4m for the. International Labour Organisation (ILO), $2.1m for the
Organisation, for Economic Co-operation and Development (OECD), $2.7m for the
United Nations Interim Force in Lebanon and $1.8m for the International Atomic En-
ergy Agency..

This heading also includes provision for cultural relations and exchangy
visits, together with expenditures by the Australia-Japan Foundation, the Australia-
China Council and the Australia-New Zealand Foundation.

EXTERNAL TERRITOQRIES

Under this item are shown the-costs (net of revenue) of administering the three
external territories of Cocos (Keeling), Christmas and Norfolk Islands. Expenditure in
respect of the Australian Antarctic Territory.is primarily for scientific-purposes, and'is

shown under ‘General and Scientific Research nec’. Expenditure in respect of ‘other:

external territories is negligible, and has not been separated from the expenditure items
within which it falls. The net expenditure in respect of each.of the-three territories is
shown below.

1982-83  1983-84 1934-85

Actual  Actual  Estimate  Change
$m Sm Sm $m. %
Cocos (Keeling) Istands . . . . . . . . 54 59 172 +1.3  + 2.6
Christmassland. .+ . . . . ... 0.8Cr 0.3 3.5 +33 n.a.
NotfolkIstand . . . . . . . . . .« . 0.5 06 1.6 +11 + 1934
TOTAL, . . v v v v vy . 52 6.7 124 ) +5.7 + 845

The $1.3m increase in estimated net expenditure on the Cocos (Keeling) Islands in.

1984-85 is mainly due to certain obligations given by the Conimonwealth which relate
to the Cocos Malay community's decision to integrate with the Australian-mainland,

The net cost of administering Christmas Island in. 1984-85 is estimated at $3.5m, an'
increase of $3.3m over 1983-84. This is-attributed to a decision to bring theinstitutionat
and governmental framework for Christmas Islandinto line with that of the mainland.

Estimated net expenditure on Norfoik Island ($1.6m) includes $1m of a $2m Com-
monwealth grant to the Norfolk Island Government towards the cost of upgrading the
Island's water and sewerage system. The remaining $1m of the grant is to be-paid in:
1985-86. The grant is to be matched by $1m loans to be obtained by the Norfolk Island
Government in each financial year.
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GENERAL ADMINISTRATION EXPENDITURE

Administration costs of the Department of Foreign Affairs (other than those of the
Australian Development. Assistance Bureau which are included under ‘the ‘Aid
Administration’ heading) and the Overseas Property Office of the Department of Ad-
ministrative Services are estimated-to increase by $23,3m in 1984-85 to $235.5m. The
increase in expenditure on overseas property services of $7.4m reflects increased costs
of leased accomimodation, the commencement of construction of the Riyadh (Saudi
Arabia) Chancery and Head of Mission residence, and design costs involved in the
Beijing Chancery and Residential Complex..

An ificrease of $9.5m in the recurrent costs within Australia of the. Department of
Foreign Affairs largely reflects increases in salaries and higher administration costs par-
ticularly in fespect of the cost of implementation of revised passport procedures flowing
from the recommendations of the Royal Commission of Inquiry into Drug Trafficking.
The Department of Foreign Affairs’ overseas recurrent expenditure has increased by
$4.3m largely because of increased salaries and allowances and higher administration
Costs.,

\RECOVERIES AND REPAYMENTS

Recoveries and repayments are estimated at $3.6m in 1984-85, These include repay-
ments in respect of loans provided to the Fiji and Papua New Guiinea Governments on
concessional terms under the overseas aid program..
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D. GENERAL AND SCIENTIFIC RESEARCH NEC

This heading covers outlays on scientific sesearch and'development which cannot be
readily classified under other functional categories. Activities under this heading
include gencral support for research and develop provided by Cc ith
departments and instrumentalities, all of which involve several functions and
disciplines. The heading excludes substantial elements of Commonwealth support for
scientific, industrial and general research directed to specific fields such as defence
technology, medicine, education and industry, all of which are accounted for elsewhere
in this Statement,

Net total outlays in 1984-85 for the items included in this'category are estimated at
$454.8m, an increase of $1.5Sm over 1983-84. The change reflects indreased
requirements for a number of activities, particularly h grants.and fellowship
and Antarctic research, and general cost increases offset by non recurring expenditures

in 1983-84,

GENERAL AND SCIENTIFIC RESEARCH NEC

1982-83 1983-84  1984-85

Actual Actual'  Estimate Change
sm $m Sm Sm %
Australian Atomic Energy Commission . 364 388 419 +3.1 + 80
Commonwealth Scientific and Industeial Re-
search Organization (CSIRO) {a) . 282 3316 25 -9 - 28
Antarctic Division . . . . nt! 354 369 +1.5 + 42
RescarchGrants . . . . . 221 249 302 +53 +21.5
Australian Institule of Marine Science 6.4 69 14 +04 + 6.5
Anglo-Australion Telescope Board' . 1.9 1.8 18 - -2
Australian Institute of Aboriginal Sudies 29 33 3.3 + .. + 01
Other Research and Science nec (net) 6.7 10.6 10.8 +0,3 + 26
TOTAL GENERAL AND SCIENTIFIC
RESEARCHNEC . . ., . . . . . 4366 453.3 4548 +1.5 + 0.3

(a) Excludes amounts for CSIRO classified under other functions,

Australian Atomic Energy Commission

The Commission’s primary function is the operation of its nuclear research

blist at Lucas Heights, Sydney. Its activities include scientific and technical
research and investigations into matters associated with uranium and atomic energy
(including the operation of the HIFAR reactor), technical advice on nuclear science
and technology matters, training in relevant ficlds, and the: production and sale of
radioisotopes.

An amount of $41.9m is provided towards the cost of the Commission’s activities in
1984-85 compared with expenditure in 1983-84 of $38.8m. The 1984-85 provision has
been determined having regard to the Commission's receipts from other sources,
including receipts from the sale of radioisotopes, and the: contribution by CSIRO
towards the cost of shared facilities at Lucas Heights. It also allows for a rundown of
cash in hand of $1.6m. for specific purpose funding which was unspent in 1983-84 and
carried forward to 1984-85.

The provision of $41.9m allows for increased costs of salaries and related payments

and, including funds carried forward from 1983-84, a 41% increase in other gross.

administrative expenditure and capital works and services compared with similar
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expenditures in 1983-84, Itincludes $1.6m towards the cost of building an inactive pilot
plant totest the large scale fabrication processes associated with the SYNROC concept
of radioactive waste disposal, $1.2m for the safety upgrading program for the HIFAR
reactor, and about $3.0m for other buildings and equipment,

Commonwealth Sclentific and Industrial Research Organization

CSIRO is the largest research organisation in Australia, employing more than 7500
staff, Its main role is to carry out programs of predominantly strategic research which

Tude collat ive, commissioned and other forms of joint projects with
Government bodies: and Australian industry. CSIRO is organised into five
Institutes—Animal and Food Sci Biological R , Energy and Earth
Rofsourm, Industrial Technology, and Physical Sciences—together with a Bureau of
Scientific Services. It is in the process of establishing.a company-—SIROTECH—to
assist in the commercial development of products and processes developed by CSIRO.

Appropriations to CSIRO under this function in 1984-85 tota] $322.5m. The
provision under this function allows $283.5m for operations, $3.6m for capital items,
$8.1m for repairs and' maintenance to the Organisation’s plant and equipment and.
buildings, and $18.3m for major capital works projects. In addition $5.6m:is being
provided in 1984-85 to allow construction to proceed on the new Australia. Telescope
(which is expected to cost $31.5m over a seven year period-to 1988-89) and $3.4m to
complete the construction of the oceanographic research vessel, The estimate for major
capital works projects includes provision of $5.3m for the continued construction of a
laboratory for the Division of Materials Science at Clayton, Victoria, and $2.0m for the

of new lab y facilities for the Division of Applied Organic.
Chemistrys also at Clayton,
_T'he reduction of $9.1m on 1983-84 expenditure results from the completion of
buildings and works projects and payment of associated charges ($20.7m) in that year
and a change in the funding arrangements of the Australian National Animal Health
lAboratqry (ANAHL). whereby half the operating costs ($3.9m) are to be
appropriated through the Department of Primary Industry—this amount appears
under ‘Industry Assi; and Develoy ", These d are offset by salary and
related cost increases ($10.7m) and-increases associated with the construction of the
Australia Telescope ($4.8m).
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Aftertaking into t expected 1984-85: $-($16.9m) and cash on hand at
1 July 1984 ($4.6m), it is estimated that CSIRO will have: total funds of $343.9m
available in 1984-85 for its activities. Details of expenditure for operations arid
equipment and capital works and setvices financed from.these sources are provided.in
the table below.

" Actual  -Estimate: ‘
1983-84 1984-85 Change

$m. Sm. m %
Rescarch Programts ., . . . e e e e e

Animatand FoodSciences . . . . . . . . . . 459 473 + 14 + 32
ANAHL . . . . o oo 0 e 6,3 72 + 09 +13.6.
Biclogical Resourees. . P TN . 68,7 9.1, + 04. + 0.6
Energynd Easth'| Resourut ..... vor e e 390 412 + 22 + 57
Industrigl Technology .« . o v+ v 0 v 4 o 347 350 + 02 + 0.6
PhysicalSciences: —, . . . . . o0 w0 o, . 600 64,6 + 4.6 + 1.7
ScientificServices . . . . . . .. . . . 9.5 9.7 + 02 + 23
SIROTECH . . . 1.2 1.8 + 06 +3500
Miscellaneous 8.7 97 + 1.0 +11.5
Head Office . 17.5 188 + 13 + 78
Capital, kasundSemces ...... PRI .
Construction of Research Vessel . . . . . . . . 63 34 - 29 —467
Construction of Australia Telescope . « . . . . . 09 5.6 + 48 na;
Constructionof ANAHL . . . . . . . . . .., 14.4. 0 -4 =179.2
PlantandEquipment .« « .+ v 4 0 b s 0 o s 53 40 -3 ~253
Other Buildings, Works and Acquisitions: . . . . . . 189 154 —--35 —18.5
Repairsund Maintenanee . . . . . . . . . . . 53 81 4+ 28 +52.1
3426 3439 + 1.3 + 04

Toll . v o vy e e e e e

In addition, the Organization also expects to receive $36.0m in 1984-85-(§35.0m in
1983-84) as industry contributions and other forms of private: and govemment support.
for several specific projects to bring its total estimated: expendnurc in. 1984-85 to
$380.0m (up $2.3m).

Antarctic Division

The Antarctw Division of the Department of Science atid Technology carries out

g in the A ic'and organises and provides logistic support in.that

reg;on both for lts own scientists and those from other institutioris. The Australian

N R h Expeditions. (involving each. year about 140 expedi-

tioners) operate from-three stations on the Antarctic continent and one on. Macquarie

Island. The research programs focus mainly on-atmospheric.physics, cosmic ray phys-
ics, glaciology, biology, medical science, geology and geophysics..

Expenditure in 1984-85 is estimated at $36.9m, an increase of $1,5m- on 1983-84.
The increase reflects higher wage, salary and-other operating. costs including an-ad-
ditional $2.6m for ship charter costs. In addluon, $0.3mis bemg provided in 1984-85 for
areviewof the A buildi gram and $1.0m to meét the costs
of increased scientific activity pamcularly in the fields of maring-geoscience, inland
field surveys, and environmental and' marine h. These i are partly offset
by ductions due to no; ung expenditure in. 1983-84 oni studies on- the- de-

of A ic transp and the reph
rebulldmg program.
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g of certain elements of the:

Research Grants

Total assistance for h grant: schy and- fellowships is estimated to be
$30.2m in 1984-85 ($24.9m in' 1983-84). This includes provision for the Australian Re-
search Grants Scheme and Queen Elizabeth II Fellowships ($26.0m in 1984-85 com-
pared to $22.4m in 1983-84) which stpport research pro;ects by teams and mdmduals
in the phyncal chemical, biological and-earth sci gineering and d sci-
ences, and in the humanitics and social sciences. Addmonal funding 0f $0.6m has been
included to provide for 50 new National Research Fellowships to be awarded in 1985
(an initial 50 fellowships were awarded in 1984 fora 3 year period). A provision of
$4.1m in 1984-85 for marine science rescarch (allocated through the Queen's Fellow-
ships and Marine Allocations Advisory Committee) reflects changed funding arrange-
ments, introduced in 1983-84, which provide for grants to be awarded on-a calendar
year basis. Outlays are estimated to be $3.8m'in 1985 compared to $3.6m in 1984.

Australian Institute of Marine Sci

The Australian.Institute of Marine Science was established to carry out research in
marine science. The Iristitute is located near Townsville and research is directed mainly
to tropical waters, particularly coral reefs. The. Institute collaborates with other insti-
tutions including the CSIRO and the Great Barrier Reef Marine Park Authority.

Outlays on the Institute in 1984-85 are estimated at $7.4m compared to $6.9m in
1983-84. The increase is mainly due to wage; salary, and other operational cost in-
creases, The total allocation provides funds to.meet the salary and administrative costs
of 113 staff including $1.3m for the hire and operation of research vessels. An amount
of $0.5m has also been included for the acquisition of new computing facilities.

Anglo-Australian Telescope Board

This item provides for the Australian Government's contribution ($1.8m) to the
cost. of aperations and instrument development of the Anglo-Australian 3.9 metre
optical telescope at-Siding Spring, NSW, and its associated research facilities at Epping
near Sydney. The total cost of operations in 1984-85 (to be shared equaily with the UK
Government)-is estimated at $3.6mn.

Australian Institute of Aboriginal Studies

The Australian Institute of Aboriginal Studies was established.in 1964 to promote,
encourage and assist studies and research in relation to Abongmal people The Institute
also hasa responslblhty to monitor the social xmpact of uranium mining on Aboriginal
communities in the Northern Territory. The provision for the Institute in 1984-85 is
$3.3m.

Other Research and Science Nec (Net)

The estimated outlays in 1984-85 of $10.8m under this heading cover several activi-
ties associated with the support of scientific research and development in Australia.

Adjusting for transactions in the trust iated with the funding of the NASA
space tracking stations, expenditure in 1984-85 is estimated to increase: by $2:1m
(23.9%). The i flects salary and g 1 cost i
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The largest single item is the grant to the Standards Association of Australia
(52.8m).. Other grants are being made to Learned Academics ($0.6m), industrial re-

search associations ($1.9m) and the National Association of Testing Authorities'

(50.9m). In.addition, $0.8m.is being provided for.scientific and technical co-operation
with several overseas countries (an increase of 66%) and $1.2m for the Australian Bio-
logical Resources Study.

The remaining substantial component is for salary and administration expenditure
(51.3m) by the Australian Science and Technology Council (ASTEC) which advises
the Government on matters involving science and technology policy..
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E. ADMINISTRATIVE SERVICES

This heading covers general administrative services not allocated to specific func-
tions, and various services provided for the g ] operations of Government.
‘These outlays are estimated to increase by $348,2m or 21.4% in 1984-85 to $1978.8m.

1982-83 1983-84  1984-85

Actual Actual  Estimate Change
sm sm Sm sm %
Financial Affairs and Fiscal Administration—
Customs2nd Excise Administration . . . 143.1 1589 169.4 + 105 + 66
Taxation Administration . . . , . . 3019 3511 408.3 + 572 +16.3
Oher . . . . v v o0 v v v .. 1020 1286 151.8 4 231 +18.0
Total . . .. ... 541.0 638.6 7294 + 908 +142
StalisticalServices ., .. ... 985 994 154 + 160 +16.1
General Administration of the ACT and exter-
natterritories . . . . . ., . 55.4 637 + 83 +14.9
Other Administrative Services, nec 107.2 14 1257 + 116 +10.2
Common Services—
ConstructionServices(net) . . . . . . 1585 1656 1954 + 298 +18.0
CommonwealthOffices . . . . . . . 430 40.6 580 + 1.5 +43.0
Printingand Publishing . , . . . . . 5.7 7.0 79 + 09 +13,1
Properly Mann‘ememnnd Semm e 734 99.9 122.4 + 222 +222
Government Purchasing . . . . . . . 52 58 6.7 + 08 +13.9
Rent . . . . . . ... 100.1 1382 2179 + 7.7 +51.6
Publicity Services . ... .0 v .. 117 128 139 + 11 + 86
Storageand Transport Services . , . . 212 236 257 + 20 + 86
Other . o o v v v v v v o 0 e 8.6 7.6 8.1 + 05 + 64
Total Common Services . . . . 4334 501.2 655.7 +154.5 +308
Net Superannuation Payments,nec . . . . 2706 3266 4079 + 813 +24.9
Recoveries,fee & . w0 0 . 0 . . . 100.8Cr 104.8Cr 19.1Cr — 143 =136
TOTAL ADMINISTRATIVE'
SERVICES . c e e 14088 1630.5 1978.8 +348.2 +214.

FINANCIAL AFFAIRS AND FISCAL ADMINISTRATION.
Customs and Excise Administration

The estimated increase in outlays for 1984-85 of $10.5m reflects mainly the full-year
costs of wage and staff resources increases granted last year and the provision of ad-
ditional Assistant Customs Officers. Other major increases in 1984-85-include increases
in administrative and capital expenditure for the final phase of a computer redevelop-
ment program and the provision of improved facilities and equipment for Customs sur-
veillance activities.

Taxation Administration

Estimated outlays. of the Australian Taxation Office in 1984-85 are $408.3m,
$57.2m or 16.3% greater than in 1983-84, The increase reflects increases in salary and
administrative costs, increased staffing levels and the implementation of a phased re-

1 and ent of computer facilities to increase the Office’s capability to

countertax avoidance /evmon and to administer tax revenue legislation changes.
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Other

This heading covers outlays of the Depariments of Finance and the Treasury, the
Auditor-General’s Office, the Commonwealth Grants Commission and the Economic
Planning Advisory Council (EPAC). The increase of $23.1min 1984-85 includes an in-
crease of $8.4m in the provision for loan flotation and management expenses, mainly
because of higher expected overseas loan raisings during 1984-85, partially offset by a
reduction. in domestic loan flotation exp The bal of the i under the
heading is attributable to the i in operating costs ($1.7m) for the first full year of
operation of EPAC, increases in salaries ($5.0m), increased computer equipment pur-
chases for the Department of Finance (§5.3m) and cost increases for a range of admin-
istrative expenditures. In addition, $2.3m is provided for capital expenditure associated
with the refitment program of the Royal Australian Mint, expected to be completed by
carly 1986.

STATISTICAL SERVICES

This provision is for outlays of the Australian Bureau of Statistics. The estimated
overall increase of $16.0m reflects the increase in plant and equipment purchases (up
$8.1m) under the Bureau’s computer re-equipment program and increased salary and
general administrative expenses.

GENERAL ADMINISTRATION OF THE AUSTRALIAN CAPITAL TERRITORY AND
EXTERNAL TERRITORIES

Qutlays under this heading are for works and services of a general nature in the Aus-
tralian Capital Territory and the external territories undertaken by the Department of
Territories and Local Government, the Department of Housing and Construction and
the National Capital Development Commission: which cannot be. readily classified
under other functions.

Estimated expenditure in 1984-85 includes salaries, allowances' and overtime
($43.8m), administration expenses ($7.8m), plant and.equipment ($2.3m), repairs and
maintenance ($2.9m) and expenditure on works ($0.2m). Expenditure in 1984-85 by
the Commission under this function is $5.5m, $2.5m more than 1983-84 reflecting
progress to date on the continued construction of visitor information facilities at the
National Botanic Gardens, Australian Capital Territory (total cost $1.5m) and exten-

sions to the provisional Parli House to accc date additional Members and
Senators (total cost $1.5m) following passage.of the Repr ion Act 1983 and the
C Ith Electoral Legislation Amend) Act 1983,

OTHER ADMINISTRATIVE SERVICES, NEC

Included under this heading are operational expenses of the Department of the
Prime Minister and Cabinet, the Department of Home Affairs and Environment (ex-
cluding environmental activities), the central office (excluding the productivity devel-
opment functions) of the Department of Science and Technology and the Australian
Government Analytical Laboratorics, and certain operational expenditures of the De-
partments of Administrative Services and the Special Minister of State. Also included
are expenditures related to the operational costs of the Administrative Appeals Tri-
bunal and the Office of the C wealth Ombud
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The estimated increase of $11.6m reflects mainly increases in salaries and allow-
ances of a range of departments due to National Wage Case decisions ($4.0m) and an
increase of $1.9m for the Administrative Appeals Tribunal (AAT) attributable to
increased-appointments to the AAT and increased salary and allowances and adminis-
trative costs. An amount of $1.6m has been provided for the Public Service Board due
to aspects of the reforms flowing from the review of the Australian Public Service an-
nounced in December 1983 and $1.5m to the Department of the Special Minister of
State to publicise Government initiatives which cut across the responsibilities of several
departments. The bal of the under this heading reflects net i inad-
ministrative costs,

COMMON SERVICES
Construction Services (net}

Outlays under this heading provide for the running costs of the construction func-
tion of the Department of Housing and Construction and include salaries, allowances
and overtime ($132.3m), administration expenses ($22.5m), plant and equipment
($8.6m) and consultants’ fees ($30.3m). Consultancy costs relating to Defence works
projects appear under the Defence function.

The main components of the $29.8m increase in expenditure on this function are
$11.2m for salaries and allowances, $2.0m for consultants’ fees, and $5.4m in plant and
cquipment. In addition, there is a reduction of $8.7m in revenue received from trans-
actions of the Construction Services Trust Account in 1983-84.

Commonwealth Offices

The major components of the 1984-85 estimate of $58.0m are $30.3m for the con-
struction and $17.5m for the maintenance of Commonwealth Offices. Also provided is
$6.5m for the purchase of the Samuel Taylor site, which is adjacent to the ABC’s Gore
FHill studios, for use by the ABC and possibly other Commonwealth agencies. Construc-
tion of a Commonwealth Centre in Adelaide (total cost $38m) and Offices at Sydney
(Kingsford Smith) Airport (total cost $6.9m) and extensions to Lismore, New South
Wales Offices (total cost $6.5m) are planned for commencement in 1984-85,

In addition, contracts will be entered into with developers in 1984-85.for the pro-
vision of office buildings at Mackay and Rockhampton (total capital cost $9.3m) under
instalment purchase arrang ts. Approval has also been given for design develop-
ment to proceed in 1984-85 on major refurbishment of the Commonwealth Centre in
Melbourne (total cost of upgrading $16.0m) and Taxation Building Brisbane (total cost
of work $5.6m).

Provision has also been made in 1984-85 for modifications to selected Common-
wealth buildings to achieve energy savings ($1.1m) and the removal of asbestos from:
Commonwealth assets ($1.5m),

Printing and Publishing

This heading covers the salaries, administration and plant and equipment expenses
of the Conimonwealth’s printing and publishing activities. The increase of $0.9m re-
flects increased costs in the distribution of publications, an increase in plant and equip-
ment purchases in 1984.85 and other minor cost increases.
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FProperty Management and Services

Costs associated with the. maintenance. and-security of Commonwealth. office ac-
dation and the,property survey program.for Commonwealth-departments and
authorities are included under this heading.

Major components of the-1984-85 estimate of $122.1m are salaries, allowances and
overtime ($27.2m), office services including electricity, fuel oil and gas and 'security ser-
vices ($27.1m), fitting-out work in leased office premises ($44.3m), and contract clean-
ing ($10.3m). The increase of $2.8m in the office services component largely reflects in-
creases in electricity charges. The increasé of $12.7nvin expenditure on fitting-out work
in leased premises is attributable to the provision of additional or replacement accom-
modation: for departments, There is also an amount of $1.3m: provided for the estab-
lishment costs of the Australian Protective Service within the Department of Adminis-
trative Services because of the transfer of, the guarding function performed by the
Australian Federal Police.

Government Purchasing

This heading covers the salaries and administration expenses of the Purchasing Div-
ision of the Department of Administrative Services: The.increase of $0,8m majnly re-
fiects an increase in the number of staff to be employed: in the Division because of
increased ADP purchasing activity.

Rent )

This item provides: for rental. costs for office and other-accommodation leased. for
civil departments.. The increase of $79.7m (or 57.6%).on 1983-84 reflects the.full year
cost of new leases taken up in 1983-84 ($42.0m), increased rentals.on existing leases
($20.0m): and proposed expenditure on new leases in 1984-85. ($17.1m) which will
have afull-year Costof $44.5m. )

The proposed expenditure on.new leases includes provision for additional and re-
placement office space for departments, )

Publicity Services

The 1984-85 estimate for these outlays includes provision for the. publicity
programs undertaken by the Australian. Information Service (AIS). ($7.4m) and sup-
port for Film Australia ($6.6m). The increase for Film Australia, together with
decreasing cash: ball and general ¢s, will-enable total expenditure by the
Australian Film Commission on Film Australia:activities. (the production and distri-
bution of film projects.of national significance as well as films for government depart-
ments. and. authorities). to be $11.2m: in 1984.85. The increase in AIS expenditure
($0.7m) is due toa small'i intheo publicity program and administration
expenditure arising in 1984-85.

Storage and Transport Services

This item provides for the capital and some administrative costs associated with the
Department of Adniinistrative Services’ vehicles fleet and for removal and storage costs
associated with the transfer of non-Defence employees..
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Theil of $2.0m rep costs associated with various civil works and main.
tenance projects, including construction of a storechouse at Cannon Hill, Queensland,
(totsl cost $0.6m), increased salary and administrative costs and an anticipated de-
crease in revenue from the sale of surplus vehicles,

Other

Included here are-expenditures for the construction, upgrading and purchase of
staff housing for Commonwealth public servants in. remote. localities, the subsidy
towards food services provided to Commonwealth establishments by the Common-
wealth Accommodation and Catering Services Ltd ($4.3m), and the costs.of printing
Australian Government Gazettes ($3.0m).

NET SUPERANNUATION PAYMENTS, NEC

This item covers superannuation benefits, other than employee-financed lump sum
benefits, payable-under the Superannuation Act 1922 and the Superannuation Act
1976 to, or in respect of, former employees of the Commonwealth and certain
Commonwealth authorities (excluding Defence Force personnel and employees of the:
Australian Postal and Tel ications.C: issions). In addition, it covers pay-
ments in respect of pensions. to South. Australia and. Tasmania for former railway
employees.

The figures shown are net of esti d from C Ith authorities as
employer contributions towards the cost of superannuation benefits for their employees
or as reimbursement of the employer share of benefits paid to former employees or their
dependants,

The estimated increase of $81.3m:in net superannuation payments for 1984-85 is
due mainly to the cost, under the Commonwealth-Superannuation Scheme, of pension
increases payable from July 1984 to existing pensioners, an expected net increase in the
number of pensioners and the adjustment of bénefits'to recognise a change in tr
of shift allowance as salary, for superannuation purposes arising from a. Federal Court
decision. Payments to South Australia and: Tasmania for former railway employees are
estimated to increase by $1.8m in 1984-85,.

RECOVERIES, NEC

Recoveries shown under this heading include administrative charges for work
undertaken by the Department of Housing and Construction on behalf of other Com-
monwealth-departments ($29.0m), rent from Commonwealth property ($7.5m), legal
costs and fines recovered as a result of court action by the Australian Taxation Office
($11.4m), charges for the hire of computers ($7.7m), disposal of surplus civil govern-
ment stotes by the Department of Adminisirative Services ($1.4m), sale: of surplus
Commonwealth land and buildings ($28.5m), audit feas ($6,1m), customs fees, payrolt
charges and commission, and various other miscellaneous receipts..
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10. NOT ALLOCATED TO FUNCTION

Outlays not all d to specific fi comprise those payments to the States,
the Northern Territory and local government authorities which are not elsewhere clas-
sified, natural disaster relief, public debt interest payments, and a bulk allowance for
prospective wage and salary rate i of C Ith Government non-
defence employees whose salaries are met from the budget. The bulk allowance in-
cludes a provision for prospective wage rate i for employees of statutory bodies
which are budget-d dent and are outside the public A bulk allow-
ance for Defence Service personnel and employees paid from votes in thc Defence func-
tion is included under that functi

A, PAYMENTS TO OR FOR THE STATES, THE NORTHERN
TERRITORY AND LOCAL GOVERNMENT AUTHORITIES, NEC

Outlays under this heading include general funds for the States, State
Government Loan Council programs, assistance related to State debt, assistance for
tocal government and outlays for natural disaster telief. Similar forms of assistance in
respect of the Northern Territory are also included. These payments, which mainly
constitute general purpose: Commonwealth financial assistance, amount 10 61.9% of
total estimated Commonwealth budget funds to be made. available to the States in
1984-85 and 76.3% of those to be. made available to the Northern, Territory. Most
specific purpose payments to the States and Northern Territory are not included under
this heading, being classified elsewhere in this statement under the relevant functional
headings, A y of total pay to the States and Northern Territory is pro-
vided at the end of this section. A more detailed description-of all payments to States
and Northern Territory programs can be found in Budget Paper No. 7, Payments to or
forthe States, the Nortkern Territory and Local Government Authorities 1984-85.

1982-83 1983-84 1984-85

Actual Actual  Estimate Change
Sm sm Sm sm %
Payments to or for the States nec—
General Revenue Assistance—
TaxSharingGrants . . . . . . . 7725 85380 9054.0 +516.0 + 60
Identified Healthmms e e 10173 11689 13737 +204.8 + 175
Subtotal . ... .. L. L 8 7898 9706.9 104277 +7208 + 14
Temporary Revenucr\sus(anceGrants N 183.5 3o ~152.5 — 831
Special Grants, . . . . . . . . l9 GCr — - - -
‘Total General Revenue Assistance . . 8800.1 98904 104587 +568.3 + 57
State G Loan Council Progi
CapitalGrants . . . . . . . . . 451.7 489.7 521.5 + 318 65
Advances(a) . . . . . . .. 7694 752.2 768.0 + 158 + 21
Sinking Fund Receipts e e 2238Cr 232.7Cr 2412Cr — 85 - 36
Total Loan Council Programs . . . £0033 1005.1 10483 + 394 + 39
Assistance Related toState Debt. . . . 58.9 60.7 62.3 + 15 + 25
Assistance to Local Government—
Tax Sharing Grants e e 4245 459.3 486.5 + 212 + 59
Total Payments toor.for the States nec 102868 114196 120557 +636.] + 56
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1982-83 1983-84 1984-85

Actual Actual  Estimate Change
Sm sm $m $m %
Paymentsto NT nec—
General Revenue Assistance—
TaxSharingGrant: . . . . . . . . 3789 424.7 4750 + 503 + 119
Mentified HealthGrams . . ., , 23,5 253 27.2 + 19 + 75
Additionul Assistanee . . . . . . . 150 — 50 + 50 04,
Special Grant . . . .. L . — 169 - = 169 =1000
Grant in licu of Uranium Royalties . 37 44 40 - 04 ~ 84
Payments for Furlough and Recrca-
lion Leave . “e e 0.5 0.5 0.5 . + 31
General Capital Assxslnm:e—
Grant . . . PP 40.2 430 458 + 28 + 65
Advance . . . 804 86.0 91.6 + 56 + 65
Repayments . . . . ., . . . .. 2.7Cr 3cr 48Ccr ~ L1 - 288
Totul Generul Purpose Assistance . . 5396 5971 644.4 + 473 + 19
Debt Charges Assistance . I anl 488 65.3 + 165 +338
Assistance to Local Government—
TuxSharingGrants . . . . . . . 20 22 23 + 01 + 59
Total PaymentstoNTnec. . . . . 5728 648.1 7120 + 63.9 + 9.9
Assistance Refaled to South-West Tasmunia - 629 510 = 11.9 —189
Naturu! Disaster Relief--
Payments for Natural Disuster Relief . 146.3 1388 370. -101.8 =733
Repayments. . . , . . . . . . .. 14.5Cr 16,3Cr 26.5Cr — 102 —62.7
Total Payments for Natural Disaster Reliel 131.8 122.5 10.5 =120 =915

TOTAL PAYMENTS TO THE
STATES, THE NORTHERN TER-
RITORY AND LOCAL. GOVERN-
MENT AUTHORITIESNEC . ., 109914 12253.1 12829.2 +576.1 + 47

(a) Nominations by the States from the Loan Council Program for public housing are clussificd to the function.
Housing with other public housing expenditure, The total Loan Council Program (gross of sinking fund receipts
and including public housing nominations) in 1984-85 is $1564.5m, compared with $1469.0m in 1983-84,

STATES' GENERAL REVENUE FUNDS

The C ith ides general funds to the States (comprising in
1984-85 tax sharing grants and identified health grants, as well as special budgetary as-
sistance grants to Victoria). A total of $10 458.7m, representing an increase of $568,3m
or 5.7% compared with 1983-84, is expected to be provided in this form to the States in
1984-85,

Tax Skaring Grants

Since 1976-77, the bulk of general revenue assistance to the States has consisted of
tax sharing grants, which are based on a fixed percentage share of Commonwealth tax-
ation, Since 1982-83, this share has been 20,72% of the preceding year’s total tax collec-
tions, defined as total net Commonwealth taxes less hypothecated taxes (such as the
special surcharge on motor spirit and distillate used to fund the Australian Bicentennial
Road Development Program, and the Medicare levy) and State-type taxes levied in the
Australian Capital Territory (such as stamp duty).
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The distribution of tax sharing grants among the States was considered at the June
1982 Premiers’ Conference in the context of the 1982 Report of the Commonwealth
Grants Commission, The C ission’s report recc ded an i in the tax

sharing relativitics for the more populous States, with a reduction for the less populous'

States, compared with the relativities then in force. In view of the budgetary difficultics
that would have resulted for the smaller States if the Commission’s relativities
were implemented immediately, arrangements with the following main features were
introduced:

* revised relativities were determined, to be phased in evenly over the three year
period ending 1984-85;

® a guarantee was provided by the Commonwealth that each State’s tax sharing
grant would increase by at least 2% in real'terms in 1982-83 and a further 1% in
real terms in each of 1983-84 and 1984-85; and

 a‘supplementary’ pool was set aside from the overall tax sharing pool (but within
the total 20,72% States’ share) equal to 0:397% of total Commonwealth tax col-
lections in the preceding year, to fund the guarantee. Any portion of the pool not
required for the guarantee was available for distribution among the States in
accordance with the relativities:for that year. Should the supplementary pool not
be adequate to fund the g pay , the C wealth is required to
make up the shortfall.

The States (Tax Sharing and Health Grants) Act 1981 was amended to reflect
these arrangements, This Act is subject to review before 30 June 1985..

As a result of the low growth in 1983-84 tax collections (the base.for 1984-85 tax
sharing grants), all States except Queensland are expected to have their grants deter-
mined by the real terms guarantee in 1984-85, The cost of this guarantee is estimated to
exceed the size of the 1984-85 ‘supplementary’ tax sharing pool by $66m.

In total, tax sharing grants in 1984-85 are estimated at $9054m or'6.0% higher than
in 1983-84. This amount is equivalent to 20.87% of 1983-84 total net Commonwealth
tax collections, compared with the share of 20.72% payable in the absence of guarantee
arrangements.

Identified Health Grants

Since 1 July 1981, ldentlﬁed health grants have been payable to the States and the.
Northern. Territory as g I purpose fi under the States (Tax
Sharing and Health Granls) Act 1981, For New South Wales, Victoria, Queensland
and Western Australia, these payments replaced the specific purpose assistance: pre-
viously provided on a cost-shared-basis for hospital operating costs, community health
and'school dental services, South Australia and Tasmania have continued to receive
specific purpose assistance for hospital operating costs under the Hospitat Cost Sharing
Agreements (see the function Health above) as well as a separate. identified health
grant under the States (Tax Sharing and Health Grants) Act 1981 to replace the
assistance previously provided to both States for community health and school dental
services.

As part of the hospital fundi ts of Medicare (see the function Health.

above), South: Australia and Tasmania agrced to terminate their hospital cost sharing
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agreements with the Commonwealth from 1 February 1984 and to receive instead pay-
ments. under the identified health grant provisions of the States (Tax. Sharing and
Health Grants] Act 1981. :

Calculation of Identified Health Grants—1984-85

The total amount of identified health grants payable to the States and the Northern
Territory in 1984-85 is.calculated by increasing the of similar assi (in-
cluding payments made to South Australia and Tasmania under the hospital cost
sharing agreements) in respect of 1983.84 in line with the increase in total Common-
wealth tax collections (as defined in the States (Tax Sharing and Health Grants) Act
1981) in, 1983-84, and subtracting from that figure an amount which represents an
adjustment in respect of the operations of Commonwealth pathology laboratories not
taken over by certain States {see Budget Paper No. 7 for details).

Largely as a result of the full-year effect of the revised health funding arrangements
for South Australia and Tasmania, the total amount of ideatified health grants for the
States in 1984-85 is estimated to increase by $204.8m or 17.5% to $1373.7m and the
grant payable to the Northern Territory is estimated to increase by $1.9m or 7.5% to
$27.2m.

Distribution of Health Grants—1984-85

The distribution of the 1984-85 identified health grants among the States and the
Northern Territory is based on the distribution of the payments that each received (in-
cluding hospital cost sharing payments to South. Australia and Tasmania) in respect of
1983-84 less the amount defined in the Act for each State (except Western Australia) in
respect of the operations of Commonwealth pathology laboratories not taken over by
the States concerned,

Crepinl Rud, 4cci

y: Igeiary Grants

The Commonwealth has agreed.to-provide two special budgetary assistance grants
to Victoria in 1984-85.

Following the decision by the High Court of Australia in August 1983 to invalidate
a pipeline licenge fee imposed by the Victorian government, the Commonwealth agreed
to pay Victoria an amount equivalent to the additional company tax the Common-
wealth expects to receive as a result of the pipeline tax repayments. The amount is
estimated at $35m, $28m of which was paid in 1983-84 and $7m will be paid in 1984-85.

In the context of an agreement reached on the taxation arrangements to apply to
the petroleum sector in 1984-85 and subsequent years (see St No. 4 of Budget
Paper No. 1) the Commonwealth has also agreed to provide a special once-only budget-
ary assistance grant of $24m to Victoria in 1984-85.

Special Grants

Under the arrangements decided at the June 1982 Premiers’ Conference the States
are precluded from applying for special grants in respect of the years 1982-83 to
1984-85, the phasing-in period for the new tax sharing relativities.
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STATE BORROWING PROGRAMS

Set out in the following table are details of 1984-85 new money borrowing programs.

for State Governments and the ‘global’ borrowing limits for State and local authorities
and government-owned companies agreed by Loan Council at its 21 June, 1984
meeting:

Stateand Locul Sector: 1983-84  1984-85
New Moncy Borrowings . Actual  Estimate Change
sm $m Sm "%
Loan Council Approved Programs
State Governments—
PublicHousing(@) . . . . . . . . « . .. 2271 2150(b) + 479 +21.1
Other . . o o . o e e e e e e e 12419 1289.5 + 476 + 3.0
Total . . . . . ..., 1469.0 15645 + 95.5 + 65

ings by State Semi and Local Authori-

tiesand Government-owned Companies (¢) 67548 67724 + (76 + 03

Total Stale and Local Borrowings. . . . . . . 82238 83369 +113.1 + 14

(a) Classificd to the function Housing with other public housing expenditure,

(b) The. States have not yet advised the amounts they intend nominating for public housing from the total'of
$1 564.5m available under the State Govesrnment Loan Council Program in 1984.85. An amount of $275m has
been assumed in the budget figuring for this purpose.

{¢) Includes borrowings by way of ‘conventional’ loan raisings, domestic deferred payment arrangements, overseas
trade credits, financial leases, sale and lease-back and similar arrangements, sccurity deposits and other repay-
able capital contributions and any other means of financing capital expenditure,

States’ Government Loan Council Program

The Commonwealth funds the State Government Loan Council Program from its.
own budget. One third of the program is provided as i free capital grants, the re-
as interest-bearing ad
At its 21 June, 1984 meeting, Loan Council approved.a State Government Loan
Council Program of $1564.5m, an increase of $95.5m.or 6.5% on the.1983-84 Program.

States can nominate, from the ad part of this program, funds for public hous-
ing to be provided under the concessional terms and conditions of the Commonwealth-
State Housing Agreement (CSHA). Most States have not yet advised the amounts they
intend nominating for public housing under these arrangements. in 1984-85. An
estimated amount of $275m has been identified separately inthe budget figuring for this
purpose, and is shown in the function Housing, The balance of the program is provided
asadvances at current rates of interest.

Borrowings by State Semi-Government Authorities and Government-Owned
Companies.

At its 21 June 1984 meeting, Loan Council agreed to the introduction of a system of
‘global’ limits on borrowings by semi-government and local authorities and
government-owned companies. Over recent years, the: semi-government borrowing:
programs approved by Loan Council have represented a decreasing proportion of total
borrowings in all forms by authoritics. The new ‘global’ approach, agreed to on a trial
basis in 1984-85, broadens the scope of the Loan Council’s oversight of authorities’
borrowings, while increasing authorities” flexibility to borrow in. ways best suited to
their requirements, including overseas.

260

The States agreed to limit, on a voluntary basis, new money ‘global’ borrowings by
their authorities and gover d companies (from all ) to $6772.4m in
1984-85, an increase of $17.6m or 0.3% over 1983-84. The agreed ‘global’ limits exclude
borrowings by gover -owned fi ial institutions (except where on-lent to non-
exempt authorities) and borrowings by statutory marketing authorities to finance ad-
vance payments to growers and the holding of buffer stocks.

The distribution of the ‘global’ borrowing limit between the States for 1984-85 is set
out in the following table:

Borrowings by State Semi-Government and Local Authorities and
Government-Owned Companles (a)

1983-84 1984-85 Change

Sm $m %

NewSouthWales . . . . . . ., . . ... .. ... 1884.2 20060 + 65
Vigtoria: « . v 0 0 v s e e e e e e e 16252 17310 + 65
Queensland .« v . . . o e e e e e e 16520 15520 - 6.l
WesternAustralia . . . . ., ., .. ... 894.7 830.7 - 72
SouthAustraia. = . . . . . . . . .. .. oL, 510.6 419.7 —17.8
TaSMAniE o 0 0 e e e e e e e e e e e 188.1 2330 +239
TOTAL .« v v v v v v v v e e e e 6754.8 67724 + 0.3

(@) Includes ‘conventional’ loan raisings, demestic deferred payments, overseas trade credits, financial Jcases, sale
and lease-back and similar arrangements, security deposits and other repayable capital contributions and any
other means of financing capital expenditure.

ASSISTANCE RELATED TO STATE DEBT

Under the Fi ial Ag t the C ealth is to pay $15.2m to the States
each year until 1985 as a contribution towards interest payable on their debt, The Com-
monwealth also makes sinking fund contributions under the agreement in-respect of
State debt; these payments are estimated at $47.1m in 1984-85.

ASSISTANCE FOR LOCAL GOVERNMENT

Under tax sharing arrangements introduced in 1976-77, the Commonwealth pro-
vides funds to the States for general purpose assistance to local government authorities.
The assistance is provided as a proportion of Commonwealth net personal income tax
collections in the preceding year. The proportion currently applying is' 2%. It is.
estimated that these grants will increase by $27.2m to $486,5m in 1984-85. The Com-
monwealth has.instituted an inquiry to review the operation of the Local Government
(Personal Income Tax Sharing) Act. 1976, which is expected to be completed in 1985.

PAYMENTS TO THE NORTHERN TERRITORY NEC

Under the Northern Territory (Self~Government) Act 1978, the Legislative Assem-
bly of the Northern Territory has power, with the assent of the Administrator or the
Governor-General, to make laws for the peace, order and'good government of the Ter-
ritory, Ministers of the Territory have executive authority in respect of specified func-
tions of a State-type nature. An outline of the financial arrangements applying to the
Northern Territory is provided in Chapter V of Budget Paper No. 7, Payments to or for
the States, the Northern Territory and Local Government Authorities 1984-85. Under
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the.{v{cmorqndum of ?Undenundi.n;‘ between the Cémmonwealth and' the Northern'
Territory, Commonwealth financia] assistance to the Territory has been on a State-type-

basis since 1979-80,

The main-payments to be made to the Territory.in 1984-85 which ate not included

under other functional headings are described below.

Tax Sharing Grant

The bulk of gencral purpose revenue assistarice is provided as a tax sharing grant.
The Territory’s grant changes each year in proportion to changes in the population of
the Territory and to changes in tota] Commonwealth tax collections (as defined in the.
States (Tax Sharing and Health Grants) Act1981) lagged by one year,

The Northern Territory’s grant for 1984-85 is estimated at $475m, an increase of
$50.3m or 11.9% on'the 1983-84 amount. This compares with an estimated increase in
States’ tax sharing grants of 6.0% in 1984-85, )

Hdentified Health Grants

Under the States (Tax Sharing and Health Grants) Act 1981 the Northern Terri-
tory (along with New South Wales, Victoria, Queensland and Western Australia) re-
ceives a. g I purpose grant that repl p specific. purpose assistance pre-
viously provided-on & cost-shared basis for hospital operating costs, community health
and school dental services. Details are provided under the heading ‘States General Rev--
enue Funds’ within this funiction; ‘

Additional Assistance

For the six years from 1979-80 the Northern Territory receives cither a special grant.
after consideration of the recomimendation of the Coamonwealth Grants C isi
or an additional assistance.grant (as determined by:ttie M andum of Und d

ing), whichever is {he greater. As the Commission does not expect to make a decision on
the Territory'sapplication. for a special grant i respect of 1982-83 before March:1985,
provision has been made for the additional assistance grant of $5m which represents the
minimum amount payable to the Territory in-1984-85 in respect of an additional agsis-
tance/special grant. ' '

Payment in Lieu of Uranium Royalties

) Thg C mmony f'h muk?s a payment to-the Northern Territory deemment: in.
he.u of uranium. royalties. This payment in 1984-85 is estimated at $4.0m, compared.
with §4.4m in 1983-84,

Payments in'Respect of Récreation Leave and Furlough Entitlemerits

Commonwealth payments to.the Territory in-lieu of the accrued recreation leave
gnd fur!ough entitlements of its officers who transferred to the Northern Tetritory. Pub-
!m Service are estimated at $0,5m for 1984-85, These payments are made on an emerg-
ing cost basis and the: 1984-85 provision relates to eritit) s of officers who retired or
resigned in 1982-83; ‘ ' S
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General Capltal Assistance

The Commonwealth provides general purpose capital funds to the Northern Terri-
tory on the same terms and conditions as apply to the State Government Loan Council'
Prograim, The leve! of general purpose capital assistance to the Tesritory changes each
year in proportion to changes in the State Government Loan Council Program, exclud-
ing any special additions. The level.of assistance may, by agreement, be supplemented
by temporary or permanent additions to the Territory program;

As a result of the 6,5% increase approved for the State Government Loan Council
Program, the Territory's capital program will increase from, $129.1m to $137.5m in
1984-85, In line with the arrangements for the States, one third will be.provided as
grants and the remainder as ad: from the Comni Ith'at rates of interest, and
on terms similar to those applying to the States; As is the case for the States, the North-
ern Territory will. be able to nominate amounts from. its 1984-85 capital program for
expenditure on public housing, subject toit first satisfying the matching requirements of
the Commonwealth-State Housing Agreement (CSHA). Nominated amounts will be
advanced on the same.loan terms and conditions as apply to advances made under the
CSHA. The Territory did not nominate any funds for this purpose in 1983-84.

Debt Charges Assistance

Debt charges payable to the. C Ith by the Northern Territory are
currently funded by the Commonwealth by annual specific payments to the Territory.
‘The Budget provision of $65.3mis equal to the debt charges estimated to be incurred by
the Territory.in'1984-85 and is an increase of $16.5m on the 1983-84 payments.

Assistance for Local Government

A specific purpose payment of $2,3m will be provided to the Northern Territory for
distribution as general purpose assistance among local government authorities in the
Tetritory in.1984-85: This pay P ani of $0.Jmon 1983-84 and isin
line with the agreement that annual payments are to.vary in proportion to-changes in
net personal income tax collections (lagged by one year).

ASSISTANCE RELATED TO SOUTH-WEST TASMANIA

Work on the Gordon River Power Development, Stage 11 in South-West Tdsmania
ceased following a decision of the High Court on 1 July 1983 The Commonwealth gave
a number of undertakings.to Tasmania in respect of financial assistance-to offset the.
employment and other effects of termination of the project. The Commonwealth and
Tasmania hive now reached agreement on. assistance arrangements under which-the
following assistance will be provided:.

o $45.3m in 1983-84 and subsequent years for employment-generation proj

under the Interim Financial Agreement between the Commonwealth and the
State (expenditure for these purposes in 1983-84 amounted'to $16,.9m);

‘o assistance to contractors' formerly. ‘engaged on the Gordon River Power
Development, Stlge 11 (assistance totalling $169 000 was paid in 1983-84);,
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® $200m (valued in January 1984 dollars) in equal annual instalments over 10
years as a subsidy to reduce the cost of providing 112MW of electricity to the
level of the cost of electricity that would have been produced by the Gordon
River Power Development, Stage II (an initial instalment of $20.3m was paid in
1983-84);and

® an ex-gratia payment of $25m for expenditure incurred by the State on the
Gordon River Power Development, Stage IT, in order to avoid the need for any
increase in electricity prices as a result of that expenditure (this amount was paid

in 1983-84).
Arrangements for the joint management of the World Heritage Area in South-West
Tasmania are currently being discussed separately with the. State; As an interim
the C Ith provided $530 000 in 1983-84 for' the employment of
rangers and the provision of ancillary equipment and, pending finalisation of
longer-term arrangements, has agreed to provide $312 000 in 1984-85 (this provision is
recorded under the item ‘Wildlife.and National Parks’ in the Culture and Recreation

function).

Total financial assi: provided. by the C Ith in. 1983-84 under the
above arrangements amounted' to $62.9m. Assistance. in 1984-85 for employment
generation, for assistance to contractors, and for a further instalment of the electricity
subsidy is estimated at $51m.

In addition, work is being undertaken to upgrade Hobart Airport as part of these
assistance arrangements, A. project for strengthening the runway was completed in
1983-84, and $3m has been provided for upgrading to limited international operations
standard. in 1984-85, (These expenditures are recorded under the sub-function
‘Transport and Communication’,)

The Commonwealth has also undertaken to provide a subsidy to reduce the cost of
a further 68MW of electricity to the level of the cost of electricity that would have been
produced by the Gordon River Power Development, Stage II, if and when the need for
that electricity is demonstrated,

NATURAL DISASTER RELIEF

Commonwealth assistance under the long-standing natural disaster relief

]

arrangements is designed to help the States and the Northern Territory meet the
predictable and i large costs. of providing natural disaster relief,. The
arrangements recognise the States’ primary responsibility for the administration,
provision and funding of relief measures, in'line with their constitutional responsibilities
in this area, The Commonwealth’s role is confined to providing fi ial support when
a State’s expenditure on approved relief in a financial year exceeds. its
assessed financial capacity. Natural disasters covered by the.arrangements are of a
weather-related kind—cyclones, floods, storms, bushfires and droughts..

Under the arrangements, the Commonwealth has provided assistance on a $3
Commonwealth for $1 State basis for expenditure by each State on approved relief and.
restoration measures in cases of ‘major” disasters' where such expenditures exceed a:
State’s assessed. financial capacity as' represented by an. annual base amount of
expenditure. A major disaster is, for this purpose, defined as a disaster in respect of
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which a State’s expenditure on approved measures exceeds one-tenth. of that State’s
annual base amount. The following base amounts have applied since 1978-79:

$m
NewSouthWales . . . . . .. . . ... .. 10.0-
VICIOIZ v . o e e e s e e e s e e e 10
Queensland . . . . . . L Lo e e e e 40
WesternAustralia . . . . . .. .. 0. . 30
SouthAustralia . . . . . . . .. .. ... 30
Tasmania . . o 0 0 0 4w e e s e PRI 1.2
NortherTersitory . . v o o o v o 0 4 o+ o 4 A 0.25

Due to the impact of inflation, and despite the increased financial capacity of the
States and the Northern Territory (partly due to more generous. tax sharing
arrangements) the cost of disaster relief expenditures' has increasingly fallen more
heavily on.the Commonwealth. The Government has decided, therefore, that with:
effect from.1 July 1984 the base amounts should be restored to (and maintained at) the
broad 1978-79 relativities in terms of State/Northern Territory budget sector receipts.
‘This is to be achieved by setting the base amounts for a particular year at a percentage
(0.24%) of budget sector receipts two years earlier—the: latest firm figures available
from the Australian Bureau of Statistics: for this purpose. Applying this formula, the
base amounts for 1984-85 are:

$m
New South Wales PR 18.49
Victoria w0 v e e e e e e e e e 14,56
Queensland . . 9.10
Western Austratia 5.81
South Australia 5.36
Tasmania_ . I A AR 213
NorthernTerritory . . . . . . . .+ e e e 1.54

The Cc ith has indicated that. it would be prepared to consider the

provision of additional assistance to the States or the Northern Territory, in 1984-85
only, if it can be shown that the application of the neiw base amounts has caused undue
financial hardship for the States or the Northern Territory.

The Commonweéalth has also decided that, as from 1 July 1985, the cost-sharing of
expenditure above the (new) base amounts should be § for § up to 75% above the base

and $3 Cc ith for $1 States and Northern Territory thereafter. Other

changes will: come into effect from that:date; including the removal of the d_is.ti'nctiqn

between major and minor disasters (ic minor disasters will become eligible for

under the ar ) and the transfer to the States and the Northern

Territory of the responsibility for determining, within agreed' guidelines, specific
measures to be eligible for assistance.

An amount of $37m has been provided for disaster relief in 1984-85, compared with
$138.8m'in 1983-84, The estimate has been based on past experience—actual outlays
will depend on the incidence and severity of disasters in' 1984-85. The tcfiucuon in the
provision reflects the severity of disasters impacting on 1983-84.expenditures and the
effect of the new base amounts,

Repayments

Some Commonwealth assistance to the States and the Northern Territory in respect.
of eligible expenditures on natural disaster relicf is proyided as intercsg-ﬂ:_ee. J‘adv‘ances.
These: expenditures usually- take the form of’ 1 loans to and
business enterprises: affected by natural disasters. S‘uch advances are normally
repayable by the States'and the Northern Territory in cight equal annual msta}ments.
with the first instalment due for repayment two years after the end of the financial year
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in which the relevant advances were made, Repayments by the States of advances made
in previous years are estimated at $26,5m in 1984-85

SUMMARY OF COMMONWEALTH PAYMENTS TO THE STATES, THE NORTHERN.
TERRITORY AND LOCAL GOVERNMENT AUTHORITIES

The payments described above are largely of a ‘gencral puipose’, as distinct from
‘specific purpose’, kind. Detailed information on both categories of payments is
provided in Budget Paper No. 7, Payments to or -for the States, the Northern Territory
and Local Government Authorities, 1984-85. Estimated. total Commonwealth
payments to the States and the Northern Territory in 1984-85 are summarised below,

198384 1984-85

1982-83 Change on
Actual Actual  1982-83  Estimate Changeon 1983-84

m Sm % g
Paymeats o or for' the States and Local ém $m *
Authorities—

General Purpose Revenue Funds . 8800, 989%0.4 +124 104587 + 5683 + 57
General Purpose Capital Funds . . 137130 14690 + 70 15645 + 955 + 65
TotalGeneralPurpose . . . 104731 113594, +11.7 120232+ 6638 + 58
Specific Purposc Assistance— .
Assistance related toState Debt . . 589 60.7 + 3.1 623 + 15 + 25
EducationCommissions. . , . . 29960 32743 + 93 35127 + 2385 + 73
Housing—Advances C e e e 1387 1387 -~ - =~ 1387 ~100.0
Grants for Housing fe e . 179.5 338 +88. 5641+ 2259 + 668
Roads ., . . . . . .. 8200 11624 12035 + 401 + 35
LocalGovemmeannuhnnu . 4245 459.3 + 272 + 59
CommunllyEmploymemeum . — 2438 + 1074 + 442
Hospital Cost-sharing . . . . 2203 127.3 - = 1273 ~100.0
Medicare . ., . . ..., . o 2724 8455 + 5731 +2104
Other . ., ..., ..... 966.6 8124 7282 -~ 873 - 107
Total Specific Purpose . . . 58045 6889.5 +18.7 7310 + 8615 + 125

Total Pnymenl.s toor forthe
States . . . . . v 159776 182489 +1420 197741 415252 + 84

Paymentsdirect to Local Authorities . 439 53.1 +20.8 805 + 274+ 517

Gross Pnymenu from the Budget to the
..... . 160216 183020 +142 198546 +1552.7 + 85

Repayments . , . . , . . . 20:uC 37660 —17.7 macr + 34 + 09
Net Payments tothe States and Loeal
Authorities ., . . . 15701.5 179253 +142 194814 +1 5561 + 87
Payments Lo the Northern Territory— '
General Purposc Revenue Funds. 421.7 4Nng +11.9 5117 4+ 400 + 85
Oene‘ral Purpose Capital Funds . . . 1206 291 -+ 70 1375 + 84 + 65
Specific Purpose Funds e 180.6 2342 +29.7 2912 + 570 + 243
Gross Payments from the Budget to
the Northern Territory . . . . 1229 8350 +155 9404 + 1054 + 126
Repayments . . . ., . . . . 5.2Cr 64Cr  ~239 79Cr — 14 - 225

Net Payments (rom the Budgel tothe
Northern Territory: . . ' ns 8286 +i54 9325 + 1039 + 128

TOTAL NET PAYMENTS
TO THE STATES, THE
NORTHERN TERRITORY
AND LOCAL AUTHORI-
Cee e 164192 187539 +1420 204139 +16600 + 89
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B. PUBLIC DEBT INTEREST

Interest payments from the budget sector to other sectors are recorded’ under this
heading. Offset against gross i on Cc Ith securities is
on Commonwealth securities held by the various Commonwealth Government Trust
Accounts: Net public debt interest in' 1984-85 is estimated at $5600.9m, an increase of
29.4% on the outcome in 1983-84, As'a proportion of total outlays, public debt interest
in 1984-85 is estimated at 8,8% compared with 7.7% in 1983-84,

1982-83  1983-84  1984-85

Actual Actual  Estimate Change
$m Sm $m sm %
Interest on account of the Commonwealth—
Paid under the Commonweslth Inscribed
Stock Actand the Loans Securities Act . 1.864.7 27082 37700 +106L8 +39.2
Paid on advances to Commonwealth authori-
ties under specific legislation. 143 8.1 73 - 08 - 96
Paid under'the Loans (Interest Equﬂllsatxon
DepositsyAct . . . . . . . . 159 27 220 4+ 93 +72.6
Other(a) . . . . .. PRI 1.7 1.5 LT + 02 +13.2
ol . ... 1896.7 2730.5 380100 +1070.5 +39.2
Interest on account of the States—
Paid under Commonwealth Inscribed Stock .
Actand the Loan Securities Act 15430 16360 18100 + 1740 +106
PmdunderSavmpBankAgreemcnu . 46.4 502 600 + 98 +19.5
Other (4) . . c e e 1.1 1.0 08 - 02 —173
Total . . .. ... ... 1'590.5 1687.2 1870.8 + 1836 +109
GrossInterest Payments . . . . . . . 34872 44178 5671.8  ++1.254.1 +28.4
Interest Recelved on Government Securities
and Cash Balances held’ by the Common-
wealth Government on its own behalf-~
Loan Consolidation and’ Investment
Reserve . . . . . .. . .. 100.5Cr 71.2Cr 60.0Cr + 112 +157
Other . . . . . ... .. .. 9.0Cr 16.8Cr 1.0Cr + 58 +346

TOTAL PUBLIC DEBT INTEREST 33717 4329.8 56009 +127L1 +294'

(a) Mainly interest payments. by the Commonwealth on trustee moneys lodged with it at call and interest
payments on borrowings from private lenders.by the Australian Capital Tersitory Commissioner for
Housing,

(b lnlelrest payments on advances to the Stales in respect: of the Mount Isa Railway und War Service Land
Scutlement,

Gross Interest Payments.

Interest paid on the Commonwealth’s own behalf is paid predominantly under the
Commonwealth Inscribed Stock Act 1911 in respect of outstanding Treasury Bonds,
Australian Savings Bonds and Treasury Notes issued largely to the non-official sector
and the Reserve Bank of Australia, (A small amount of interest is also paid on Treasury
Bills and other Securities issued to Commonwealth Trust Accounts,) Other interest.
shown on account of the Commonwealth relates mainly to securities issued on behalf of
certain Commonwealth authorities and in respect of Income Equalisation Deposits.

Commonwealth securities are also issued on behalf of the States in respect of bor-
rowings undertaken by the Commonwealth on behalf of the States. For the purposes of
this paper, payments.of interest in respect of debt of State Governments and Common-
wealth authorities are treated as a C Ith outlay., Reimt by. the
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States and. relevant Commonwealth authorities. of interest. paid on: these Commion-

wealth securities is: ded as ipts under' the heading ‘I Rent -and’
Dividends’ (see Statement No. 4).

The estimated i in gross i pay on Commonwealth securities in
1984-85 amounts to §1' 254.1m (28.4%) compared with an’i 0f $930.6m (26,7%)
recorded in 1983-84,

‘The rise iri public debt interest payments in 1983-84 was due Jargely to the increased
budget deficit and the associated increased issue of debt by the Commonwealth during,
1982-83 and 1983-84. Debt issuc in the first half of 1983-84 was also boosted in response
to significant capital inflow. prior. to the float of the Australian dollar. The further large
increase in estimated interest payments in 1984-85 mainly reflects the full-year impact
of interest payable on the large bond saiés in 1983-84 and the within year impact of
estimated further large bond and Treasury Note sales in 1984-85..

Interest paid on public debt in any year embodies both the cost of debt issued in past
years and that expected to be issued in the current year. Bedause all the factors that will
affect the total amount, timing and cost of debt to be- issued: in 1984-85. cannot be
known in advance with any precision, such esti are' ily subject to
considerable uncertainty.

Interest Received

Interest is received by the Loan Consolidation and Investment Resérve (LCIR) on
investments in Commonwealth securities which were issued mainly in Special Loans to
assist with the financing of State Loan Council programs. (A smailamount of interest is
also received in respect of internal Treasury. Bills:) These amounts, which represent the
receipt of int by the C Ith. from itself (through one of its Trust.
Accounts), are offset against gross interest payments in order to record only public debt
interest payments 0 other sectors. The fall in estimated intérest receipts if 1984-85
reflects a reduction in the LCIR portfolio holding of Treasury Bonds.

I is also-received by other C ith Trust A on their invest-
ments. in Commonwealth. Securities, These amounts. also are-deducted. in.arriving at
public debt i ts. The esti d d ¢ in these ipts for' 1984-85
mainly. reflects a decrease in. the level of funds held for investment by the Australian
Bi ial Road Development Trust Account, :
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C, ALLOWANCES FOR PROSPECTIVE WAGE AND SALARY
INCREASES (NON-DEFENCE)

The individual appropriations. for wages and salaries and: the salaries component of
most one line appropriations for budget d Commonwealth Statutory authorities
are calculated using the latest available wage and'salary rates at the time the budget is
prepared, ie- wage and salary rates ruling at the beginning of the ﬁnancia} year'1984-85.
The expected costs of prospective increascs in wage and salary rates during 1984-85 are
taken into account by inclusion in the budget estimates of a bulk altowance.

The unappropriated provision of $60m included under- this heading relates to all
individual wage and.salary appropriations and most one-linc appropriations ot"‘ (':ona-
monwealth Statutory authorities outside the Defence function. Separate provision. is
made in the Defence function.
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APPENDIX TO STATEMENT NO.3

COMPARISON OF FORWARD' ESTIMATES AND BUDGET ESTIMATES
OF 1984:85. OUTLAYS

FOREWORD

A comparison of budget outlays with forward estimates was first published in
Budget Paper No. 1, 1983-84, Table 1 compares the 1984-85 forward and budget esti-
mates and is based on'the same concepts, and subject to the same qualifications, as de-
scribed in last year's Budget Papers. '

In the 1983-84 Budget, a number of expenditure measures were introduced which
had significantly lirger (full-year) effects on the 1984.85 Budget. Examples. of such'
measures arc Medicare (full-year cost of $2050m), the First Home Owners Scheme
($265m) and the Community Employment Program ($412m).

Set against the 1983-84 outlays on these and other measures. were the savings to gen-
eral revenue obtained in 1983-84 by reductions in prog: lated tax expenditures
and i in progi lated re (See the 1983-84 Appendix to Statement
No. 3.) As noted in the Economic Statemeént of May 1983, the consequences of these
savings were estimated to be significantly larger in 1984.85 than in 1983-84.

Based on the-current estimates of the-Medicare levy and the relevant estimates in
the Economic Statement of May 1983 (thelatest available data), the savings available
to general revenue in 1984-85 from. these tax expenditure/program-related revenue
measures is cstimated at about $2250 million, The i d e is rated in
the functions of Health ($1747m) and Housing ($330m). Formally, these savings are
exhibited in increased receipts (included in Statement No. 4). They may, however, be
taken ifto account as reductions in the.call on general revenue in ani analysis of the
growth of outlays in the 1984-85 Budget estimates,
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EXPLANATIONS OF CHANGES. IN ESTIMATES

‘The budget estimates, at $63 948m, are $177m below the forward estimates. The
decrease is made up of:

ey and esti variations—reduction of $759m;

 savings decided in the budget prc duction of $556m; and

o policy initiatives—increase of $1138m.

The real growth in the ongoing component of the estimates, including the full-year
effects of last year’s initiatives, is 5.2% which increases to 6.1% after the net effects of
the 1984-85 Budget initiatives are included,

The definition of the forward estimates includes only those programs and activities
which have approval to continue in the budget year It does not assume continuation of
expiring progr or repl of leted construction works. (This so-called
‘conservative bias’ is discussed’ more fully in the Forward Estimates Report.)
Consequently, the new policy figure includes essential capital works and revalidation of
programs approved initially for one year.

The parameter and estimate effects include ch in ic and
program-specific parameters, as well as updated costmgs of ongoing programs.
Economic parameter changes contribute $638m and the other effects make up $121m
of the reduction in the estimates. A breakdown of the non-policy effects by function is
at Attach A tothis Appendi

The significant policy-induced changes are summarised below.

 The major contribution to new policy comes in'the Soclal Security and Welfare
function from the package which increases pensions and benefits and associated
allowances. Together with initiatives.in assistance for the aged, the package is
estimated to add $429m in.1984-85 and $681m in-a full year.

® The $88m net new policy in the Education function reflects the allocation of a
higher level of funds to-tertiary and schools programs, adding $51m in 1984-85
and $143m in' 1985-86, along with-increases in benefits under student assistance

nes through i d rates of all and the easing of income limits
(adding $34m in 1984-85 and $69m in 1985-86).

¢ In the ‘Industry Assistance and' Development’ sub-function, net new policy of
$48m has been added largcly through the introduction of the Federal Water
R A 2| adding about $38m in 1984-85 and 1985-86,
which replaced the water program which expired at the end of 1983-84 (and for
which no allowance was made in the forward. estimates) and the new
arrangement for government funding of wool promotion, adding about $26m in
1984-85 and 1985-86, offset in part by the rephasing of expenditure under the
Export Market Development Grants Scheme (EMDG).

The net contribution made to the change in. estimates under the ‘Administrative
Services’ sub-function reflects the allocation of additional funds necessary to
meet the ongoing requirements of Government operations and accommodation
costs associated with expansions of activities across a range of functions.

o Compensation payments to. Tasmania totalling $38m in {984-85 arising out of the
termination of work on the Gordon River Power Development, Stage II, in
south-west Tasmania is. largely responsible for the net contribution of
policy-related decisions made under the ‘Payments to the States’ sub-function.
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o The net contributions of the functions referred to above were partially offset by
the net effect of decisions taken in the ‘Labour and Employment’ and Housing
areas; The policy effect on expendnure on employment derives from limiting
growth in expenditure on the C yE yment Progiam t0-$412m in
light of the improvement in labour market condmons evident over the past year..
‘The net reduction in the estimates in the housing area largely reflects a reduction
of $43m for expenditure under the First Home Owners Scheme resulting from a
review of the scheme’s eligibility conditions aimed at concentrating assistance on
those with greatest need. The full-year savings from this change are estimated to
be $100m.

o The policy induced reduction of $52m in Defence expenditure allows for an
underlying real growth rate of about 3.3% in Defence outlays.

EFFECTS ON BUDGET ESTIMATES OF CHANGES IN CERTAIN FORWARD ESTIMATES
ASSUMPTIONS

Introduction

In the Forward Estimates Report published in March 1984, 1984-85 outlays (on.an
existing policy basis) were estimated to grow in real terms by 3.4% on the then cxpected
outcome for 1983-84. The equivalent figure for real growth in the ongoing policy
component of the budget estimates is 5.2%.

The increase in the real growth rate since the Forward Estimates Report is. the
result of a number of changes which have occurred since that time. The main changes
are:

o the expected growth in the non-farm GDP price deflator (NPD) for 1984-85

pared with the previous year has been revised.down from the figure of 9%
used in the Forward Estimates Report to an estimated 6.5%;

o the average number of unemployment beneficiaries expected for 1984-85 has.

been revised downwards;

o-the outcome for 1983-84 Budget outlays was $56 S70m, $256m lower than

estimated in the Forward Estimates Report (adjusted for classification changes).

The following notes provide an explanation of the:increase in the real growth in
budget outlays compared to the forward estimates, despite the. reduction in nominal
terms. They, also summarise the estimated. effects on 1984-85 outlays of the lower
1983-84 base and the lower estimate of inflation used for the 1984-85 Budget figuring.

Effects of Lower Base

There is a valid exp jon that a lower for expenditure than budgeted for
under a program in one year will lead, in general, to a reduction in estimated outlays for
the following year. .

For a variety of h , not all ‘underspends’ will be reflected in
commensurate reductions in the estimates for the following year, (Just as, cqnvcrsel):,
not all ‘overspends’ in one year lead. to an equivalent.increase in the following year’s
estimates.)

The main areas where this is so arc those program areas where future commitments
exist, Thus, where the Government has approved a specified program,
under-expenditure in one year can lead—as a.matter of arithmetic—to an increase in
the year-to-year percentage gxowth in the estimates for the following year as the

hes the approved, full level of output.
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Similarly, shifting can occur with capital projects which are subject to contractual
arrangements, cg. as to completion dates. An unintended ding in one year
may lead to higher nominal outlays in the following year as the comractor attempts to
complete the project on the original timetable. In this regard, a significant portion of
the $90m underspcndmg in 1983-84 on capital projects has been shifted into 1984-85.
with a consequent rise in the year-on-year growth rate,

Reliable estimatés of such shlftmg cannot rcadlly bc made as a myriad of
events—eg. the non-arrival of suppli is

Effects of Lower Expected Inflation

Budget estimates represent the best estimate available at budget time of the level of
actual outlays which will occur aside from supplementation provided in the additional
estimates for contingenciu‘, post-budget initiatives or, to a small extent,. unabsorbable
cost increases, It is thus reasonable to expect that if anticipated cost increases are
revised downwards in the period leading up to the budget, this will lead directly to
lower budget estimates. .

The nature of the price adjustment of outlay cstimates, however, is complex and the
link between the estimates and of g | price i is much less direct
than might be assumed. The effects on the emrnates of changes in inflation rates are
also lagged in time. A number of reasons for this lack of correlation are described
below. The table at Attach B to this Appendix lists categories of outlays according
to their price-dependence and' gives further quantitative detail on the points made
below..

(i) Choice of deflator: Real growth, as published, is calculated from the outlay
estimates using the NPD, The ‘real’ value so derived is a measure of the value of the
resources appropriated through the budget in terms of the goods and services produced
by the economy generally—it does not necessarily measure changes in that activity in
the public sector, since the change in the average cost of such activity could move quite
differently from the NPD. Indeed the NPD is not used directly as a price parameter in
the formulation of any estimates, By and large, estimates which are ticd directly to price
indices depend on the consumer price index (CPI) or, to a lesser extent, on the level of
average weekly earnings (AWE).

(i) Non-indexed outlays: A significant component of the estimates of budget outlays
is not sensitive to the expected rate of inflation; for example:

¢ expenditure sct.in outturn prices' but. independently of specific price indices (eg.

overseas aid, estimated at $961m);'

® payments at a fixed rate of benefit (eg. family allowances, $1512m);

 programs involving significant payments in foreign, currency which are sensitive to
movements in the exchange rate (eg. overseas outlays on defence, overseas aid); or

o public debt interest, which is.not dependent on inflation directly but is sensitive to
short-term and long-term nominal interest rates ($5601m).

Non-indexed outlays, in 1984-85, make up some 36% of the total and, as noted, their

1984-85 estimates have: not changed directly in response to. changes in. expected

inflation.

(iil) Indexed outlays: Most of the remaining components of outlays, comprising about:

60% of the total, are tied to price-wage indexation formulae of one type or another.
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However, the various indexation provisions relate to price or wage movements in
previous. periods, Because of the lagged: nature of these: relationships, the. forecast
inflation rate is, in the main, relevant only in determining indexed quantities (such as
pension and benefit rates, or wages and salaries) from May 1985 onwards-—~the rates
applicable before May being determined by last.year's inflation. The forecast inflation
rate therefore has relatively little effect on the 1984-85 outlay estimates.

As. an. illustration, while the forecast increase in the NPD was reduced by 24
percentage points' between March and June, the estimates of pension and benefit
payments declined by only $149m or about 1% (the lower than, expected 1984 June
quarter CPI result reduced the estimates by a further $40m).

Examples of outlays which are related directly or indirectly to price movements in
the budget year are:
® pensions and benefits (§15 057m);

o wages and salaries which, by the inclusion of an unall d bulk all for wage
and salary increases within the budget year, are effectively indexed according to
national wage-setting guidelines ($5372m);

o tax sharing payments to the States are normally related to the previous year's
taxation revenue, but in 1984-85 the real terms guarantee will operate for payments
to five of the six States so that the bulk of the relevant estimates are determined by
the expected increase in the CPI for the year to the March quarter of 1985 ($7164m);

o payments such as medical, hospital and pharmaceutical benefits which are
informally indexed or cost related (totalling $3149m).

Conclusion

The estimates of budget outlays are affected considerably less than proportionately
by changes in the expected level of price inflation in the budget year. This insensitivity
in the short-term means that seal growth of estimated budget outlays, as measured
against movements in the NPD, is increased in years of falling inflation and.vice versa,
In 1983-84, the real growth of 5.6% published-in the Forward Estimates Report fell to
about 4% (on the same ongoing policy basis) by budget time, despite the considerable
increase of $838m in those estimates due to economic and other parameter effects.

In similar fashion, the basc for the 1984-85 estimates has been raised because of
price and wage rises during 1983-84 while the effects of lower inflation now forecast for
1984-85 will be felt largely next year.
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ATTACHMENT A

FUNCTIONAL DESCRIPTION OF NON-POLICY CHANGES TO THE
FORWARD ESTIMATES

This Attachment outlines, by function, the major changes in estimates of outlays
due to revised. parameter forecasts: and other non-policy variations to the estimates
since the forward estimates were formulated.

Defence—up $13m

The recent marked decline in the value of the Australian dollar relative to the $US
exerted the major non-policy infl on Defence outlays, adding $54m to prospective
expenditure since forward estimates time, Offsetting' this to a significant extent is a
do d revisi ofSS()mto pected pay for equi hased under US
Foreign Military Sales-ar on of the hlgher than expected payments
made in 1983-84, In addmon, the contingent provision for manpower costs has risen by
$10m.

Education—down $19m'

The decrease in the Education function is due principally to lower estimates for
schools and tertiary education programs, mainly on account of changed cost
parameters (down $18m).

Health—up $117m

The rise in the estimates for health outlays since the forward estimates results from:

® higher payments ($74m) to the States.and the Northern Territory under the
Medicare arrangements, reflecting a larger than anticipated shift from private to
public paticnts in public hospitals;

o greater demand for pharmaceutical benefits and higher chemists’ remuneration
($33m);

o higher outlays ($25m) on nursing home and domiciliary care due principally to
the extension of the 38 hour week to nurses in some States; and

e greater provision for private hospitals ($4m).

These and other increases have been offset, in part, by a reduction ($14m) in the
estimated requirements of the Capital Territory Health Commission and lower ($10m)
than previously anticipated outlays on medical benefits due: principally to a cash
carryovet by the Health Insurance Commission from 1983-84.

Social Security and Welfare—down $645m
The reductions in this function are the result of sut ial h since

the forward estimates were compiled offset by higher costs in some ongoing programs.
These comprise:

o the net effect (—$383m) of reduced estimates of pensioner/beneficiary numbers
on which the forward estimates were based. The. main reductions were in
estimated bers of ployment beneficiaries (—$205m), sickness
beneficiaries {(—$66m), service pensioners (—$48m), war and defence widow
pensioners (—$24m), recipients of special benefits (~—$20m),. age pensioners
(—$15m), and widow pensioners. (—$10m). These were partially offset by
higher estimates of supporting parent beneficiary numbers ($14m);
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o reductions (—$196m) to reflect the actual CPI figures for March and June
quarters of 1984, which will result in no indexation i ini
and benefits in November 1984, and downward revisions to the CPI “forecast
which reduces the cost of automatic indexation provision of pensions and benefits
in May 1985, Total provision in 1984-85 for the costs of automatic indexation of
pensions and benefits is approximately $703m, mainly comprising the full-year
effects of the indexation increases in November 1983 and May 1984;
the net effect (~$94m) of changes to the 1983-84 cost base from which pension
and benefit estimates are derived; and

o offsetting increases in on-gomg grams for

($10m), handicapped services ($8m) and home care services ($6m).

Housing—up $54m

The increase in ongoing policy estimates largely reflects upward revisions to outlays
under the First Home Qwners Scheme (368m) due to increases in estimated numbers of
beneficiaries. The budget estimate for the level of State loan funds nominated for public
housing is also larger than that assumed in the forward estimates by $29m. These
movements were offset in part by a downward revision of $18m on funding under the
Commonwealth State Housing Agreement, a reduction of $16m in.interest subsidy and'
capital payments to the Defence Service Homes. Corporation, a reduction of $4m in

Tl il

’s services

general administrative expenses of the Department of Housing and Construction and a.

reduction of $2m in the estimates for housing in the Australian Capital Territory.

Urban and Regional Development nec and the Environment—up $7m

Assumptions made at forward estimates time concerning the .outcome of
negotiations on a new financial agreement with New South Wales and Victoria, with
respect to the Albury-Wodonga project, and with Western Australia concerning loans
to the WA Lands Commission, involved a net reduction of $23,2m in:the estimates, The
agreements have not been finalised and the budget estimates have reverted to the status
quo, thus adding $23.2m to the forward estimates, That and other smaller additions to
the estimates have been offset to a large degree by an increase of $24m in estimated
revenue from sale of land leases in the Australian Capital Territory, due to higher than
anticipated land prices,

Culture and Recreation—down $16m

The decrease results from the effect of changes in parameters and a reassessment of

funds to be provided in a number of areas, including the saltary, operational and capital
costs of the Special Broadcasting Service ($5.5m), the ABC (81.4m), the national
collecting institutions ($7.6m), Wildlife and National Parks ($3.9m), and cultural and:
recreational activities in the Australian Capital Territory ($3m). These reductions
were offset in part by increased provisions in other areas, including the Australian
Bicentennial Authority ($5m) and the National Film and Sound Archive ($1.3m).

Transport and Communication—down $52m

The principal elements. causing this decrease are a change in the timing, from
1983-84 to 1984-85, of the proposed sale to Telecom of 25% of the Commonwealth’s
equity in AUSSAT Pty Ltd (—$14.9m), a revised estimate of the operating loss subsidy
to be paid to the Australian National Railways Commission (—$12.8m), revised
estimates of requirements by the Pipeline Authority (—$8.4m) largely reflecting the
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latest estimates of from the haulage of gas, and revised estimates for
Australian Capital Territory public transport and equipment (—$5.1m).

Water Supply, Electricity and Gas—up $3m

‘This increase mainly relates to revised estimates of assistance to New South Wales
for water treatment facilities and. to the Northern Territory for construction of a
coal-fired power station in Darwin, reflecting the. latest advice on the rate of
construction for those projects.

Industry Assi. and Develop down $72m

Estimated payments under certain rural industry programs have increased by a net
$15m, reflecting an unanticipated increase in the uptake of assistance under the
drought relief interest subsidy scheme ($7.2m); an increase in Commonwealth
underwriting payments for certain dairy products ($10.2m) resulting from a decline in
estimated pool returns; and an unforseen delay between the receipt of wool tax
proceeds in June 1984 and the on-payment to the Australian Wool Corporation in
1984-85 (88.5m); these increases were partially offset by an increase in unpaid meat
export inspection charges which are duc to be recovered in 1984-85 (—$12.4m). This
net increase has been more than offset by reductions in estimated payments under other
industry programs. An. increasc in forecast production of steel has resulted in a
reduction in estimated payment of bounties under the Steel Industry Plan (—$20m)
and changes in estimated bountiable production has resulted in 2 net reduction in other
bounty payments ( —$5m). There has also been a net reduction in the estimated cost of
projects expected to be funded under the Industrial Research and Development
Incentives Scheme (—$10m). Estimated payments in 1984-85 under the Export
Expansion Grants Scheme.and for national interest premiums of the Export Finance
and Insurance Corporation (EFIC) have been reduced by $35m and $3m, respectively,
reflecting an unanticipated reduction in the number of claims under those schemes. In
addition, a delay in recovering an EFIC national interest payment has resulted in the
carryover of a credit of $3m to 1984-85, Expenditure on employment initiatives in the
steel, regions within this function will be $5.9m higher than estimated in the forward
estimates, Proceeds from the sale of the British Phosphate Commission ($18m). which
were expected to be received in 1983-84 will now be received in 1984-85,

Labour and Employment—down $17m-

Funds for projects specifically designed to broaden the employment base in the
Steel Regions ($20m was allocated for this purpose to this function in the Forward
Estimates) have now been classified to those functions where funds are provided for
similar projects (eg roads projects are funded under ‘Transport and Communication’),
This change resulted in a $19m reduction under the ‘Employment’ sub-function, which
has been partially offset by an increase of about $12m.in the cost of administration and
labour force programs. The increase in administration costs reflects staffing increases,
and a greater level of activity than in 1983-84, has been provided for under the.labour
force programs..

Within the ‘Immigration’ sub-function, the major. components of the decrease are
lower staffing levels than cstimated (—$7m), a lower number of assisted passage
migrants than originally estimated (—$3m) and reduced occupancy levels at Migrant
Ceéntres (—$1.4m).
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Other Economic Services—up $3m:

The marginal ir is mainly attrit le to variations in underlying parametérs
which have resulted in estimated salary and administrative cost increases for the
Departments of Sci: and Technology and R and Energy-and an estimated
fall in receipts from the provision of meteorological services. This is expected to. be
partially offset by a small increase in estimated recoveries from the Patent Trademarks
and Designs Office.

Legislative Services—up $Tm

The increase is due principally to higher expenditures on staff and.services. for the
Parli and its bers' ($4m) and increased activity associated with the
construction.of the new Parliament House ($5m) offset by reductions in the levels of
expenditure estimated for the Australlan oral Commission due to changes in plans
for the conduct of the

Law, Order and Public Safety—up $6m

The main increases.in this function. resulted from improved security arrangements
for Family-Court judges ($2.8m) and additional costs associated with thé increased
demand. on the. operations of the Australian. Government Solicitor’s. Regional Office
($3.0m).

Foreign Affairs and Overseas Aid—down $3m

The small net decrease in this function reflects a reduction of $7.3m in the estimates
for repairs and maintenance and administrative expenses at overseas, posts, and
reductions in overseas property acquisitions. This has been partly offset by an increase
of $3.3m. attributable to the depreciation. of the Australian dollar affecting
contributions to international non-aid organisations,

General and Scientific Research nec—down $5m

The most significant contribution to the decrease results from a change in funding
arrangements whereby half the. operating-costs of the Australian National Animal
Health Laboratory (ANAHL) are to be appropriated through the Department of
Primary Industry. These costs were previously funded in full by the CSIRO and
appropriations to CSIRO are therefore reduced by $3.9m..

Administrative Services—down $30m

The reduction reflects .significant variations to estimated staffing levels and
administrative. expenses (—$44.0m) and. deferrals and. cancellations of équipment
purchases (—$24.3m). Revenues offsetting outlays included in this function will be
higher than previously forecast by $12.0m. Offsetting these. reductions in. outlays are
increases. in a range of items. The: significant examples are: the adjustment of
superannuation benefits to recognise a change in treatment of shift allowances as salary
for superannuation purposes arising from a.Federal Court decision ($33.0m) and'an
increase in estimated loan flotation exp reflecting changes in ptions about
levels of borrowing both in Australia and overseas and exchange rate variations
($18.5m)
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Payments to or for the States, the Northern Territory and Local Government
Awthorities hec—down $232m

The decreue is atmbuuble mamly to revised estimates of tax-sharing grants due to

ad td to the in the CPI, d for the year.to the
Match quarter 1985 compared wnh the previous year, This more than offsets the effect
of a slight increase in the estimate on of net C Ith tax collections in
1983-34,

Public Debt Interesi—up $128m.

The increase is mainly due to the full-year effect of interest payable on higher than
estimated sales of Treasury bonds in the second haif of 1983- 84, higher than previously
estimated average interest rates in 1984-85, and the within year impact of higher than'
prevnously estimated Treasury Bond sales in 1984-85,
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ATTACHMENT B
PRICE DEPENDENCE OF ESTIMATES OF BUDGET OUTLAYS

1984-85 Estimates
Categories of Qutlays $m %of Outlays
(4) Non-indexed estimates— '
Administrativeexpenses™ . ., ., . . . ., . . . . 1419
Gencmlguvemmenlﬂpllnl A e e e e e e e e s 832
fénce istratis P ) . 2668
Publicdebtinterest . . . . . . ... ..o . L 5601
Overscasaid T 961
CmnmumlyEmploymcmProgrum S e e e e e e e . 412,
Hou e e e e 623
Roadfnndm;(RondGnnlsAclandABRD) e e e e e 1245
Loan Council States b g program (includi inatcd welfare. B
. housingfunds) . . . C e e e e e e e e 1048
ldenul‘cdhul(hmnlslothesules P 1374,
Queensland tax sharingpayment . . . . . e e e e 1890
Local Government tax sharing paym: . 487
NT- Tux sharing, identified heallh mnu and general pnrpose gunu
andadvances- . . 644
Budgeldependenlslnlulorynulhonlles"‘ s e e e e 1000
Sub-to e e e e e e e e 20204 316
(b) Payments. al fxcd mle: o[ bmeﬁl-—-
Familyallowances . . . . . . . . . . ... 1552
Labourandtraining . . . . . . . C e e e e e 395
Educationallowances . . . . . . . o 000w ., 361
First HomeOwnersScheme . . . . . . . . . . . . . 265
Sub-total 2533 4.0
(c) Formally linked to [Irlte/wagc Indlu.v—-
Pensionsand Benefits™ . . . . . . . . .. L4 e .. 15057
Nursinghomebenefits . « + v v v v 0 0 0 0w m e s 708
Educationcommissionprograms . . . . . . . . . . . oW . 3890
Superannuation and DFRDB C e e . 758"
Wages and salaries (including bulk ullowunccs) ey 5372
States tax sharing payments (excl, Qld) (mdexed In I9!4~85 via real
LEXmSGUANARIEE) + + v . 4w e b e o e e e e e e 7164
Medicdregrants . . . . . . . . .0 . . . 996
Subtotal . ... ... e 33943 53,1
(d) Informally orindiréctly linked to [III(’P/Wﬂgl Indltes—
Medicaland hospitalbenefits . . . . .+ . . . . . 0 o . 2490
Phurmaceuticalbenefits . . . . . . . . . o o 659
Nursmghcmesubsndm e e e e e e e e e s 293
............ e e e e e 181
Pelroleumfrelghlsubsldy e e e e e e e 123
Subdotal . . ... e e 3747 59
TOTALADENTIFIED . . v v v v v v v v 0 o o 60427 94.5
(1)) ln:ludesu 1 element i ial i ion for increases.
2) ﬁgurem. larger: ingle-li iations. A small provision for future wage rate

increases for these authorities is included in wages and salaries in category (c).
(3) Includes costs of some benefits and allowances which are not formally.indexed to the CPl ‘Thesé amount to
about 7% of the figure shown.
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STATEMENT NO. 4--ESTIMATES OF RECEIPTS. 1984-85

Total Budget receipts in 1984-85 are estimated at $57 203m, an increase of $8594m
or 17.7 per cent over 1983-84 collections. The measures announced in the Budget are
estimated to have a net cost of $1293m in 1984-85. In the absence of those measures,
receipts would have increased by 20.3 per cent to $58 496m.

RECEIPTS MEASURES

The table below shows the estimated revenue effects in 1984-85 and in a full year of
measures announced during the past year, and the measures announced in this Budget.

Estimated change in receipts

Meusure 1984-85 Full year

Sm Sm(a)
(1) Announced prior to the Budget (6)
Personal Income Tux

Extension of shorl-lerm life insurance taxable period . P . .
Hulf tax exemption for certain Reserve Defence Fnreepcrsonnel P -5 =10
Business Income
ctiop- for iptions to Licensed and

Compunies bt ~20
Wnle»oﬂofcupuul ccnlnbuuons o governmcnl-cwncd mineral lruniporl

systems DR ‘e "
Taxation of the Ccmmonwc.nllh Bmkmchrponmon . -

Exemplion from interest wnlhholdmg 1ax of interest on Mdcly-held dc-
bentures issued overseasin registered form .

. na, na
Offshore petroleum grunﬁelds fesouscerentiax L . L4 o+ . o - -
Chunged ! Ieuses mvolvmg & und‘

tax-cxempt Ju(honhcs M- C e e e e e . 100(c)
Subsuluhun of semi-government sccunlm . P . .
Taxation of forcign beneficiaries of Australian husmm lmsls P (d) ()

Customs und Excise Dutics
Abolition of exciseon fortifyingspirit . . . « . . . . . .. -5 -5
Reduction of excise on fucl oil kesosene,etc. .« v o« . . . . —88 ~88
Exciscon‘new'ail . . c e e n7 n
Exemption from coalexpcrl du(y of cerlain blended coal e -10 =10
Increase in excise on manufucturedtobuceo . . ., . 0 . . . o 4 5

Measures to Counter Tux Avoidance und Evasion-
Avoidunce and evusion of State taxesandchusges . . . . . . . . * . *
Increased tux rate on bearer debenlure interest P . .
Reslriclion of sules tax exemption on exported and re-imported goods . .

(2) Announced in the Budget

Personud Income Tax
Chunges to personal income Lax rate scule . -1297 ~2125
Extension of dependent spouse rebate 10 de I‘nclomamed laxpnyers .o -2 —~%e)
Increasc in basic ratesof zone rebates . . P -5 =1t
Rebates for sickness and spccml farit PN . -2
Changes to Medicare levy arrangements . . -8 -2
Decreuse in provisional tax uplift factor from n perccn( 1010 pcr cem . —20 na.
Chunge (o pensioner sebate shade-out threshold . . . . o -2 -6
Changesingiftprovisions « « . . « « + v o v v 0w e . -2

Business Im.ome
E Il ut-offdate. . PN - —(
Mmcmlexpluruunn deductible from income from any source’ - —10(g)
increased depreciution allowance on bmldmg; PPN PN - ~5(h)
Group tuxation of compunies' . . PR - —200(#)
Chunges 1o Bank Account Debitstax, . e e -() -{f)
Increased valuation of nutural increuses in Iwcs(ock e e - 4(k)
Extension of section 75¢C for 2years S e e e e .- -=1(!)

Meusures to Counter Tax Avoidance und Evasion-
Increuses in tux penulty provisi . N e . .
Sules tax measures . . e e e e e e e . .
Intensilied enforcement ueuvnly N *(m) *(m)

Estimated change in receipts
Measure 1984-85 Full year

Sm $m(a)
Sales Tux—
Wineandeider . . . . . . . . . 0 o o0 e s 49(n) 62(n)
Verylow-aleoholbeer . . . . . . . .« . . . . . . 5 6
Film master originals, ctc. e e e e e e e e e e
Customs and Excisc Duties—

Reductiondn excisc on low-aleoholbesr . . . . . . . . . . . =10 -12
Indexationof diesef fuelrebate . . . . . . . . . . . . L . -2 -1
Increase in excise on aviation fuels . .. . 3 3
Changein exclse indexation amngemenl:’ m mpecl ofCPl decreascs . -4 *
taxesby
Very low-alcohol beer .,. e e e e e e e e s . e
Grapewmeandcnder P T T 3(0) 4{0)
Relurn of i ifyingspisit . . . . . . . -5 -
Other measures—
Increasc in radio-communications licencefees . . . . . . . . . 2 2
N, ot available,
« less than $0.5m.
¢ The nuture of the provision is such that o reliable estimat 1 be provided.

(a) Unless otherwise indicated full-year figures are estimates of the ultimate changes in receipts that would have
occurred if the measure had applied in mpec! of the whole of 1984-85; they are not necessarily the same as
the estimated change in seceiptsin 1985-86.
Although not listed in the table, the fmlure of the Parliament to pass the changes 1o the Income Equalization
De its arrangements announced on §6 June and 30 August 1983, as discussed in the text, may affect
984-85 revenues,
{ Thls is an estimate of the 1985-86 revenue uvmp from nvenm; both revenue deferral and outright revenus
losses, The uld be fas yea
(d) Theamendmentsare intended to maintein exmmg tax amngem:nu inthisarea,.
{¢) $8m in 1985-86, This is higher than in a full year, pven that most cligible taxpayers will get the benefit of the
change from 1 Julyto ) November §984 ‘on assessment’ rather than through the PAYE system.
() The total cost of the extension is estimated at around $70m to $100m. It is further estimated that about 40 per
cent of this cost will be met in 1987-88,
(73] Esumale is for full-year. eﬂ'ect in 1986-87; revenue reduction in 1985-86 is estimated at $8m,
. effect in 1985-86; th will grow year by year over a number of decades.
@ ;Zsshmnled effect in 1985-86; the amount wnll reduce year by year to an eventual full- ycar estimate of around
() Theeffect of ex(:ndmz the range of cxemptions is cxpected to be offset by the increase in the top rate of tax
on debits above $10 000.
(k) $4min 1985.86 but esllmuled torise to $9m after a number of years.
() $05min cach ul' 1985-86 and 1986-87.
{m) The 1d increas ions in the order of $60m in 1984-85,.
{n). Allows for lower esumn(ed sales tax collections as a result of the replacement of the dlscnmma(ery sales tax
on b;mpm-(ed grape wine and cider by a customs duty and the effect of higher beer excise collections due to
substitution.
This revenue gain is offset by the reduction in sales tax revenue on imported grape wine and cider mentioned
in footnote ().

[

2

()

(1) MEASURES ANNOUNCED PRIOR TO THE 1984-85 BUDGET

PERSONAL INCOME TAX
Short-Term Life Insurance Policies

The time period within which certain bonuses and other proceeds paid under short-
term life insurance policies (to the extent that they exceed paid premiums) are subject
to tax was extended from 4 years.to. 10 years from the commencement of a life in-
surance policy taken out after 7 December 1983.
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Tax Exemption for Part-Time Reserve Defence Force Personnel

The 1983-84 Budget provided for one half of the pay and allowances of certain
members of the Reserve Defence Forcu tobe exempv. from tax from 1 Decermber 1983
and for.the ption to be d from I D ber 1984. The Govern-
ment subsequently decided not to p d with the second stage of the removal of the
exemption,

3 Equalization Deposits (IEDs)

New arrangements for the operation of the IED sct were announced:on 16
June 1983 and on 30 August 1983, IEDs made on or after I September 1983 were no
longer to qualify for a tax deduction when made nor were theyto be included in assess-
able income when withdrawn. Instead, the interest rate on eligible IEDs made on or
after 1 September 1983 was set at the fa ble rate of two p ge points above
the short-term bond rate,

Legislation introduced in the Autumn 1984 sittings of Parliament to give effect to

the proposed changes to the tax treatment and some other provisions relating to IEDs-

was not passed.by the Senate. The Government has announced its intention to:rein-
troduce the legislation during the current Budget sittings, The effect of the rejection of

the legislation by the Senate was that IEDs from I September 1983 attract the:

increased interest rate, as well as income tax deductibility. As an interim' measure, the
interest rate on deposits made after 29 June 1984 was reduced to 7.5 per. cent, the rate
that would have been applicable under the previ h If the legislation is passed,
companion legislation.will ensure that the benefits of the new scheme as originally an-
nounced will apply to deposits made on or after I September. 1983..

BUSINESS INCOME

Subscriptions to Licensed Manag and I Companies (MICs)

On 14 September 1983, the Government d.its decision to ge the
development of a venture capital market in. Australia, through a 100 per cent income
tax deduction for equity invéstments made after 13 September 1983 in licensed MICs.
The deductions are subject to tapered ‘clawback’ provisions that withdraw all or part of
the deduction where shares are disposed of;, or-an MIC's licence, is revoked, within-four
years of the share subscription,

Capital Contributions to Government-Owned Mineral Transport Systems

The income tax law has been amended to allow deductions to companies for contri-
butions towards the cost. of railway rolling stock where: ownership remains with a
government or tax-cxempt public authority. Capital contributions incurred after 9
March 1984—the date on which this change was foreshadowed—are now deductible
over 10 years or, at the taxpaysr’s option, 20 years.

Taxation of the C Ith Banking Corporati

As part of & package of designed to allow Commonwealth Banking Cor-
poration banks to compete on a fully comparable basis with the major private banking
and non-banking institutions, the Treasurer announced on 2 April 1984 that the
Government had decided to make the Commonwealth Development Bank, the Com-
monwealth Savings Bank and the Commonwealth Banking Corporation-itself subject
to company income tax with.effect for the year of income that commenced.on 1 July
1984 and subsequent years.
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Interest Withholding Tax Exemption

The Government extended the exemption from interest withholding tax for interest
on overseas public or widely-spread issues of debentures in bearer form to:ncliide
interest on all overseas public:and widely-spread debenture i isoues, whether mbearer or
registered form. The extension of the exem applies to'i paidond
issued after 23 November 1983,

Qffshore Petroleum ‘Greenfields’ Resource Rent Tax (RRT)

In a joint statement of 27 June 1984, the T and the Minister for R

and' Encrgy outlmed the pnncxpal elements of the RRT arrangements to apply to
offshore * fields jects with effect. from 1 July 1984, Broadly, the
RRT is tobe levied on a project’ basis prior to company tax at a rate of 40 per cent onall
petroleum income; defined to allow both current and capital expenditures (including
eligible exploration expenditure within the original exploration permit area from which-
the project’s production licences are drawn) to be written off in the: year in which they
are: paid and to exclud and receipts relating to the provision of debt and
equity capital, Any- exoen ot‘ deductible expenditures.over petroleum receipts will be
compounded forward-at a ‘threshold’ rate set at the long term bond rate plus 15 per-
centage points {except in respect. of exploration expenditure: made more than 5 years
before the granting of the first production licence, which is to attract compounding ata
rate equal to'the GDP deflator).. RRT payments will be deductible for company tax
purposes. It is intended that neither excise nor royalties apply in respect of RRT-
paying projects.

Leasing by Governments.and Tax-Exempt Government Authorities

The Treasurer announced on 15 May 1984 that the income tax treatment would be
changed for lessors entering from that date into non-leveraged finance leases (and simi--
lar arrangements) of property to governments and tax-exempt government authorities.
For the purposes of calculating the taxable income of the lessors, such leases are.to-be
treated as though they were loans by the lessor to enable the government or government
authority to acquire the leased property..
Substitution of Semi-Government Securities

On 7 August 1984, the T d that the i tax law would be
amended so that the substitution of new securities of a State central borrowing auth-
ority issued on matched terms for existing semi-government securities. would not be:
treated as a realization and, therefore, would have no tax consequences..

Foreign Beneficiaries of Australian Business.Trusts

The Treasurer announced on 19 August 1984 that the income tax law would be
amended-to make it clear that Australia has the right to tax distributions by Australian
b trusts to beneficiaries (or unit-holders in:the case of unit trusts) resident in
countries with which Australia has concluded double taxation agreements.

CUSTOMS AND-EXCISE' DUTIES

[Excise on Fortifying Spirit

Reintroduction. of excise on grape spirit for fortifying: wme at a rate of $2.61 per
litre was announced in the 1983-84 Budget. The d rate was sub ly
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reduced to $1.50 per litre backdated to Budget night. It was announced on 22 June 1984
that the excise would be abolished with effect from that date.

Excise on Fuel Oil, Heating Oil and Power and Lighting Kerosene

‘The 1983-84 Budget announced an excise duty on fuel oil, heating oil and power.
and lighting kerosene at a rate of 9.027 cents per litre, with heating oil being subject toa
7.155 cents per litre rebate for eligible off-road uses. On 26 August 1983:it was an-
nounced that the rate of excise duty on fuel oil, heating oil and power and lighting kero-
sene was to be reduced to 1.872 cents per litre, backdated to Budget night. As this rate
was equal to that which would have applied to heating oil subject to rebate, the rebate
arrangements for heating oil for eligible off-road use were no longer necessary.

Exciseon ‘New' Oil

Details of the excise arrangements applicable to ‘new’ oil from 1 July 1984 are
outlined in Appendix II to this St

Exemption from Coal Export. Duty
On 28 May 1984, the Government announced that coal exports involving'a blend-

ing of substantial'quantities of underground coal with open-cut coal- would no longer at-
tract the coal export duty.

Excise on Manufactured Tobacco

As foreshadowed in the 1983-84 Budget, the rate of excise on: manufactured
tobacco—presently $§20.92 per kilogram—will be raised in this Budget by $5 per
kilogram to $25.92 per kilogram of tob The i P a further step
towards elimination of the difference between the rate applying to manufactured
tobacco and that applying to cigarettes and cigars.

MEASURES TO COUNTER TAX AVOIDANCE AND EVASION

Avoidance and Evasion of State Taxes and Charges'

The T d on 20 D ber 1983 that steps were to be taken, in
co-operation with State and Territory jurisdictions, to counter that element of tax
avoidance and evasion of State and Territory taxes and charges dependent on schemes
operating through another State or Territory, Consistent with this decision, the Minis-
ter for Territories and Local Government announced on.27 July 1984 certain measures
to counter avoidance and evasion of State and Territory charges by merchants operat-
ing in the Australian Capital Territory. ’

Rate of Tax Payable on Interest on Bearer Debentures

The Income Tax (Bearer Debentures) Act 1971-was amended:to increase to 60 per
cent, with effect from 23 November 1983, the rate of tax payable by a company in ac-
cordance with section 126 of the J; Tax A. Act 1936 oni paid on
bearer debentures whose owners are not identified. The provision operates as an anti-
evasion measure.,
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Sales Tax on Exported and Re-Imported Goods

The Treasurer announced on 7 May 1984 the Government’s decision to amend the
sales tax law to overcome an avoidance practice involving the export and re-import of
certain goods, The amendment will restrict the exemption from tax, on importation, of
goods which were originally produced or manufactured in Australia but which have
been exported without having gone into use or consumption in Australia. The amend-
ment will also restrict the exemption available where taxable goods produced or
manufactured overseas are imported into Australia but, before going into use or
consumption, are exported and subsequently re-imported into this country.

(2) MEASURES ANNOUNCED IN THE BUDGET

PERSONAL INCOME TAX
Rate Scale

The following changes are to be made to the personal income tax rate scale with
effect from 1 November 1984:

(a) arateof 25 per cent is to be introduced in the income range $4596 to $12 500;
(b) arateof 48 per cent is to be introduced in the range $28 00] to $35 000; and

(c) the maximum marginal rate of 60 per cent will commence from $35 001 rather
than the present level of $35 789.

The personal income tax rate scale to apply from 1 November 1984 is, therefore, as
follows:

Tolal taxable income

Notless  Not more

than than ‘Tax on total taxable income

$ $

¢ 4 595 Nil
4596 12500 Nil +25¢ for cach $1 inexcess of $4.595
12501 19 500 $1976.25 -+ 30c for each S} in excess of $12 500
19501 28000 $4076.25 + 46c for each $1.in excess of $19 500
28001 35000 $7986.25 + 48c for each §1 in excess of $28 000
35001  andover $11 346.25 + 60c for each §1 in excess of $35 000

For the purposes of calculating rebates for qualifying home loan interest payments;
concessional expenditure in excess of $2000 and taxable life i policy b
and for calculating tax payable on some portions of payments on termination of em-
ployment and the like, the ‘standard’ tax rate of 30 per cent.has applied; this rate will
continue to apply in 1984-85.

The changes in the personal income tax.rate scale are to be reflected fully in PAYE
instal from 1 N ber 1984,

"For assessment. purposes, the rate scale for 1984-85 will be an average of the.
1983-84 rate scale and the scale to apply from | November 1984, This will consist of
4/12 of the 1983-84 scale and 8/12 of the scale toapply from. 1 November 1984,
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This average scale will be:

Tolal taxable income

Notless Netmore

than than “Tax on tolal taxable income.

s s ‘

0 4595

459 12500 le+1667cforeach$lmexuunf$‘59

12501 19 500 $2108.2635+ 30c for edch $1 in excess of $12 500°
19501 28000 4208 2635+ 46¢ {or cach $1 in excess of 19 500
28001 35000 $8 118.2635 + 47.33c for each $1 in excess of $28 000
35001 35788 2;; 3&!).3635‘ + 5533c¢ for cach $1 in excess of
35789  andover $11 867.3639 + 60c for each $1 in excess of $35 788

Rebate for Dependent Spouse

From 1 July 1984 a taxpayer contributing to the maintenance of a de facto spouse
will be entitled to-claim the dependent spouse rebate in respect of his/her de facto.
spouse, Entitlement. to this rebate will be determined on the.same basis as if the tax-
payer and his/her spouse were légally married-and will be subject to the separate net in-
come test. A housckeeper rebate will generally no longer be available in‘respect of a de.
facto spousc as from 1 July 1984,

Zone Rebates

The basic zone rebates available to taxpayers who are residents of specified rémote
areas of Australia: will be increased by 25.per cent-with effect from 1 November 1984
(that s, by $54 to $270 for Zone A, by $9 to $45 for Zone B and by $188 to $938 for the
special Zone arcas). These will apply proporti 1y for the 1984-85 income
year.

In addition, the boundaries-of* the special zone arcas. will be changed in line with

1981 Census data where this. will advantage taxpayers. This means that taxpayers who.

were living within 250 kilometres.of a population centre of 2500 or more.persons deteér-
mined on the basis of 1976 Census data will now be includedin the appropriate special
z0ne-areas where the 1981 Census data. show that the population of that centre has
fallen below 2500 persons, This change will apply from.1 July 1984,

Social Security Beneficiary Rebates.

Rebates are to be.introduced:for. taxpayers in-receipt-of Australian social security
unemployment, sickness: or special benefits' during 1984-85 and subsequent. years to
ensure that. persons’ wholly or mamly dependent on a-taxable benefit.do not bear:in-
come tax, The maximum rebate in- 1984-85 will be: $50 for single bencﬂclanu and $75
for (legal or de.facto). married beneficiaries, The.rebate will be reduced.by 12.5 cents

for each $1 of taxable income in excess of $4783 for single beneﬁqunm and $7989 for'

married beneficiaries. The rebate will completely shade out at a taxable income. of
$5183for a single beneficiary and $8589 for a married beneficiary.

Medicare Levy

The Medi levy was i d'on 1 February 1984 at an annual-rate of one per
cent of taxable income (0.416 per cent for-1983-84). The levy. applies to‘all:residents—
subject to. certain exemptions—with taxable incomes above certain. ‘low income
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thresholds, A common levy ceiling also applies to single persons and (legal or.de facto)
married couples;

~ In 1983-84, the low income thresholds were: $6698 for single persons and $11 141
for married couples aiid sole parents, with an $1100 addition to the threshold.for each
dependent child or student. These will be increased to $7110; $11803 and $1330
respectively in 1984-85,

The levy ceiling of $700 per. annum which applied from 1 February 1984 is to be
increased:to $750 per annum from 1 November 1984 (and will apply proportionately
for the 1984-85 income year).

Provisional Tax

To take account of expected:-growth in incomes, provisional taxpayers’ incomes for
the previous year have, in recent years, been. increased by a percentage to obtain
notional current-year incomes on which to base the calculation of provisional tax
liabilities. The pércentage applied'in 1983-84 was 11 per cent; for 1984-85 the percent-
age to be.applied'is 10 per cent, reflecting the. expected slower growth in incomes to
which provisional tax-applies.

The 1984-85 rate scale will be applied to i lculated in this way. Provisional
taxpayers retain the option of self-assessment—that is, of providing an estimate of their
income for the current year for calculating their provisional tax liabilities.

Pensioner Rebate:

A rebate is allowable for taxpayers in receipt. of an Australian social security or
repatriation pennon that is subject to Australian income tax. The maximum rebate for
198485 will remain at $250. In order to allow eligible pensioners to take full advantage
of the $250 rebage, the income level above which the maximum rebate begins to shade
out is to be increased from $5429 to $5533 in-1984-85. The rebate will reduce by 12.5
cents for cach dollar of taxable income.in excess of $5533 until: fully extinguished at
$7533,

Gift Provisions
The income tax gift provisions are to be ded
® toallow deductions for:
" - giftsmadeafter. 20 March 1984 to the Work Skill Australia Foundation;
- giftsmade after 21 August 1984 to the Academy of Social Sciences;

~ gifts of real property, irrespective of when.or how the property was acquired,
that is of national heritage significance made after 21 August 1984 to National
Trust of . Australia bodies;and
to treat trading stock gifted after 21 August 1984 to an authorised fund, authority.
or institution as an' allowable deduction.to. the.extent of the valiie brought to
account as assessable income under section 36 of the Income Tax Assessment Act
.1936: This amendment will avert the situation whereby farmers and others seek-
ing to.assist victims of natural disasters may be subject to tax on the value of theif
gifts.of livestock, etc., yet.not be ableto obtain-a deduction in respect of the value
of the gift.
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BUSINESS INCOME

Investment Allowance

Under current law, the 18 per cent investment allowance would last apply to expen-
diture on eligible plant incurred under a contract entered into {or where construction
commenced) before 1 July 1985 provided the plant is first used or installed ready for
use by 30 June 1986, The latter cut-off date relating to plant ordered befose | July 1985
is to be extended from 30 June 1986 to 30 Junc 1987,

Mineral Exploration Expenditure
Expenditure incurred after 21 August 1984 on. general mineral exploration and
prospecting in Australia is to be deductible against income derived from any source, in-
stead of only against income from general mining operations as is currently the case,
Petroleum exploration expenditure has been deductible against income from any
source since 1976,
Depreciation Al for Non-Residential I Producing Building
Depreciation allowances in respect of new non-residential income-producing build-
ings and short-term traveller accommodation buildings are to. be increased from the
current rate of 2¢ per cent'per annum to 4 per cent per annum. The increased rate is to
be available in respect of the construction cost of eligible buildings, includi i
and alterations, construction of which commences after 21 August 1984.

Group Taxation of Companies

For losses incurred in 1984-85 and later years, groups of Australian companies with
100 per cent hip are to be allowed to offset a loss of one resident
company within the group against the taxable i of other resid panies in
the group. The loss transferable in respect of any company will be calculated on the

same basis as losses eligible for carry forward under the present income tax provisions.

Bank Account Debits Tax
It is proposed to extend the present range of exemptions to include:
® Parents and Citizens Associations and other support groups for existing exempt

institutions;
® ‘non-business’ local councils and government bodies except where they conduct
t ial busi ivities; and

o debits of less than one dollar,

To offset the cost of these changes, it is proposed to increase the rate of tax on debits
of $10 000 or more from $1 to $1.50, The changes will first apply to debits made in the
month after the month in'which legislation to effect the changes is enacted,

Valuation of Natural Increase in Livestock

Prescribed' minimum values are used to provide-an accounting cost for income tax
purposes for natural increases in livestock when the primary producer is valuing lives-
tock at cost price rather than market. selling price. The current prescribed values of
$0.40 per head of sheep, 52 per head of cattle and horses and $0.50 per head of pigs
have remained unchanged since 1936, These prescribed values are to be increased to
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more appropriate levels of $1 per head of sheep, $5 per head of cattle and horses and $4
per head of pigs, to apply to the valuation of natural increase in 1984-85 and subsequent
years,

Fencing Tax C fon for the Brucellosis and Tuberculosis Eradication Campaign

Scction 75C of the Income Tax Assessment Act 1936 provides immediate deduc-
tibility for expenditure incurred before 1 July 1984 on sub-divisional and stockyard
fencing certified as 'y to control or eradicate bovine brucellosis and tuberculosis
in livestock. The scheduled termination date in section 75C s to be extended to 30 June
1986.

MEASURES TO COUNTER TAX AVOIDANCE AND EVASION
Penalty Provisions

Following a comprehensive review of the penalty and collection provisions of the
taxation laws, legislation is to be introduced to upgrade the levels of penalties for
breaches of the income tax and other taxation laws and to improve the tax collection
mechanism,

Sales Tax

The machinery and liability provisions of the sales tax legislation are to be simplified
and improved. This legislation will also include some measures to counter tax avoid-
ance practices,
Intensified Enforcement Activity

The Government has provided additional staff for the Australian Taxation Office in
1984-85to i activity to combat tax cvasi

SALES TAX
Wine and Cider

Sales tax at a rate of 10 per cent is to be applied to- Australian and imported
alcoholic grape wines, alcoholic non-grape wines and alcoholic ciders with-effect from
8.00 p.m, 21 August 1984, Australian non-alcoholic grape wine and non-alcoholic cider
will remain exempt from sales tax, while Australian and imported non-alcoholic non-
grape wine {previously subject to 20 per cent sales tax) will become exempt from sales
tax with effect from 8.00 p.m. 21 August 1984. Imported non-alcoholic grape wine and
imported non-alcoholic cider will remain subject, to 20 per cent sales tax. Wine (grape
and non-grape) and cider with an alcoholic content of not more.than 1.15 per cent by
volume will be defined'as ‘non-alcoholic’ for sales tax and customs duty purposes,

The pre-existing discriminatory 20 per cent sales tax on imported alcoholic grape
wine will be replaced by additional ad valorem customs duties, equivalent to a discrimi-
natory tax of 10 per cent. This action is seen as being fully consistent with Australia’s
obligations under the General Agreement on Tariffs and Trade (GATT) whereby
Australia, upon accession in 1947, entered into commitments not to increase the cus-
toms duty applied to imported grape wines above certain specified bound levels.

In addition, the pre-existing discriminatory 20 per cent sales tax on imported al-

coholic cider will be replaced by an additional equivalent ad val 4 duty.
Cider is not subject to a GATT binding on the level of customs duty.
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local: wine, lmnmnu will be made to refund excisc.duty payable on: grape spirit
used to fortify wirie between Budget night 1983 and 22 June 1984, Not to doso could

have-had the effect of sales tax falling.on wine that contained:spirit on. which excise.

duty had already beenn paid: Details of-the refund arrangements are to be announced
scparately.
Very Low-Alcohol Beer )

All Australian. and imported ‘beers—including those produced as. brewed soft
drinks—with an alcoholic strength of not more than 1.15 per cént by volume are.to be
subjéct to the general 20 per cent rate.of sales tax,.the rate applied to most other. car-
bonated soft drinks, The change applies to beer-with an alcoholic strength of not more-
than 1.15.per cent. by volume that passes the: taxing point after 8.00 p.m. 21 August
1984, In order to maintain the existing level of protection, the Customs Tan:a' "Act.1982.
is-to be'amended to impose on imported boer with an alcoholic strength-of.not more
than 1,15 per cent by volume. un additiorial ad: valorem' customs duty which.is
equivalent to. the pre-existing: discriminatory. 20 pér cént rales tax.on: imports. Pre-
viously all Australianbrewed beer was exempt from salss sk but only besr with an'al-
coholic strength of more than 1:15 per cent by volume was subject to excise.

Film Mastérs

The sales tax law is to be ded 50 as to provid Aption, as anaid to manufac-
ture for unexposed or exposed cinematograph film. usediin the production of commers
cial motion picture films, effective after 21 August 1984,

CUSTOMS AND' EXCISE-DUTIES

Excise rates applying to certain' products are to. be: changed. from. 8,00 p.m. 21
August 1984 as follows: .

o the rate of excise on beer with an'alcoholic strength of not more than 3.8 per cent
by volume, but more than 1,15 per cent by volume, is to bé reduced from 66 cents
per litre to 58 cents per litre;.

o the rebate, currently at a rate of 7,155 ceiits pet.litre, of excise-on diesel fuel.in.
respect of off-road use by the mlmng, forestry, farming and fishing industries and
by houscholds, hospitals and-aged-and; hursing tomes (i.e. all.groupé presenitly
entitled to.the rebate) will become: sub;ect to-six-monthly. indexation. The first
indexation adjiistment to the rebate will occur ini February 1985 ‘and

© a5 a cost recovery. measure, the excises on aviation gasoline and aviation turbine
fuel will rise by 0.25 cents per litre to 7.910 and 7.514 cents per litre respectively.

For each of these excise rate chnngel, acommensurate change in the relevant rate of

customs duty is to be made.

Under. the existing arrangements. for six-monthly indexation of all ‘excise: rates

(except for crude ail and LPG),-indexation adjustmenu occur-only where the move-
ment in the CPYover. the preeedmg two quarters isan increase; CPI decreases ovér pre-

vious snx-monthly periods are-ignored. These a are to.be. modified, with

effect for the indexation :d)ustmenu dieon ). Febmry 1985, 50 thit CPI decreases are.

taken into account in.a similar manner to.the treatinent of pensions and: bcneﬁ}s under
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the Social Security Act, ie. in the event of a decrease in the CPI over the preceding two

quarters, indexation is suspended  until. the-CPI, observed at: six. monthly intervals,,
excoods its prevno\u highest lével; excise dutics (and the rebate of excise on diesel fuel,
now thatit is'to be part of thé indexation framéwork) would then be increased in line-
with the increase in the CPI over the full period since thé previous adjustment,

As outlined above, additional customs duties will be imposed'on imported alcoholic
grape wine at a rate equivalent to a-10 per cent discriminatory sales tax on imports, and
the existing 20 per cenit discriminatory sales taxes on imported alcoholic cider and
imported beer with.an alcoholic strength of not more than 115 per'cent by volume will
be replaced by equivalent addmonal ad valorem customs duties.

OTHER MEASURES
Radio-Communications-Licence Fees

" The licence:fee rates payable by users of the radio frequeiicy spectrum are to be
increased by an average 7.5 per cent with effect from-1:September 1984,
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RECEIPTS ESTIMATES

The following table )s timated ipts in 1984-85 with collections in
1983-84. The budget outcome for 1983-84 compared with the budget estimates for that
year is discussed in Statement No, 5. Data on collections for the years since 1974-75 are
provided in Table 9 of Statement No. 6.

1983-84 1984-85
Proportion
Change on Changeon of total:
Actual 1982-83  Estimate . 1983-84 receipts
$m reent Sm
Taxation Revenue— w sm pereent pereent
income Tax-—
Individuals—
GrossPAYE . . . 22024(a) 58 24315 235) 107 426
Refunds . , . . . 2403 219 2000 —403 —~168 35
NetPAYE . . . . 19620 4.1 22375 2755 14,0 39.1
Other . , . . . 4 474(ay 8.4 6472 1998 447 1.3
Medicare Levy 365(b) na. 1191 826 226.3 21
Prescribed Paymcnls
System . . . ., 25t na. 350. 9 394 0.6
Total Individuals .. 24710(0) 76 30388 5678 2390 Ex3 0
Companics PPN 4383 =8l 5280 997 227 9.4
Withholding Tax . 305 178 mn 66 216 0.6
Special Tax to Recover
Evaded Company and
Division 7Tax . . 252(d) 2150 200 =52 =206 0.3
TotatIncome Tux . . , 29649 56 36339 6690 22,6 63.5
SalesTax . . . . . . 4165 19.3 4704 539 129 82
Excise Duty—
Crude Oiland LPG . 3651 4.7 3695 44 1.2 6.5
AlltOther . . . . . 4083 230 4352 269 6.6 7.6
Customs Duty--
fmports . . ., . 2329 14.4 2720 391 16.8 48
Coal Exports . . 66 ‘e 60 -6 =9.1 Q.1
Bank Account Debits Tax 183 5100 190 7 38 0.3
ACT Taxesand Charges . 102 121 1é 3 131 02
Other Taxes, Fees and Fincs
{net)y ... 269 121 285 16 58 0.5
Total Taxation Revenue . ., 44497 90 52460 7963 179 97
Non-Tax Revenug—
Interest, Rent and
Dividends . . . . . 3318 133 3680 362 109 64
Net Receipts from
Government Emcrpnse
Teansactions . ., 794 134 1063 269 338 L9
Totul Non-Tax Revenue . 4112 133 4743 631 153 83
TOTAL RECEIPTS . . . 48610 9.3 57203 8594 17.7 100.0

(a) The figures exclude an estimated amount of Medicare levy, listed separately.
(&) Tllllls ll‘lgure is an estimate of the amount-collected; Medicare levy is not scparately identified at the point of
collection.
timated $20m collected fi

ies under the Prescribed Payments System.
(d) Ineludes collections of $69m as Recoupment Tax, $18im collected as company tax and $2m cotiected on
assessment from *Other’ individuals.
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The accounting conventions underlying the presentation of receipts in. the above
table differ in onc important respect from. those in previous years, Sales of existing
assets. that were prevxously cln.ssxﬁed as receipts items have—in accordance with

d inter ing fons—now been reclassified as offsets to
outlays (see Statement No, 3 for further details). ‘The reclassification of asset sales has
been carried through for all years shown in the Budget Papers; it does not significantly
affect the projected growth in total receipts in 1984.85 nor the growth in earlier years..
The effect of this reclassification is to reduce the 1984-85 receipts estimate by about
$137m, with an equal reduction in estimated outlays, The corresponding adjustment for
1983-84 is about $88m,

TAXATION REVENUE

After taking t of budget , total i in 1984-85 is
estimated to increase by 17.9 per cent to $52 460m, following increases of 9.0 per cent
in 1983-84 and 8.1 per cent in 198283, The principal components of this estimate are
discussed below.

INCOME TAX—~INDIVIDUALS

PYRC e

Collections of i tax from i are estimated to increase by 23.0 per
cent in 1984-85, compared with increases of 7.6 per cent in 1983-84 and 8.2 per cent in
1982-83. Apart from gross PAYE collections, this item also includes PAYE refunds,,
collections from non-PAYE individuals and the first full year of collections from the
Medicare levy and the Prescribed Payments System.

PAYE Instalment Deductions

Gross PAYE receipts (net of Medicare levy) are estimated to increase by 10.7 per
cent in 1984-85, compared with i also net of Medicare levy—of 5.8 per cent
in 1983-84and.10.5 per cent in 1982-83.

The estimate is based on assumed annual average increases of about.7 per cent in,
average earnings on a national accounts basis and of just over 3 per cent in average
wage and salary earner employment. This item includes an estimate of $50m. for
collections under the new taxation arcangements applying to payments on termination
of employment.

In the ab of the d in the Budget, estimated collections
would have increased by 15.8 per cent in. 1984-85,
PAYE Refunds

Refunds in 1984-85-—in respect of tax assessed in 1984-85 on 1983-84 incomes—are
estimated at $2000m; this is $403m or 16.8 per cent lower than' 1983-84 refunds, The
lower estimate essentially refl d in the Economic Statement of
May 1983, including abolition of rebates for health insurance premiums and dividend
income up to $1000; termination of certain- housing loan i rebate
introduced in the 1982-83 Budget and phasing out of the scheme announced in March
1982; and the increase in the block ional rebate threshold to $2000,
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Other Individuals

Receipts from p 1incoime tax (net of Medicare levy) not collected by, PAYE

deductions—based on 1983-84 taxable incomes uplifted by 10 per cent—are estimated
to incréase by $1998m or 44.7 per cent in'1984-85, compared with increasés of 8.4 per
cent in both 1983-84 and 1982-83, The substantial growth in 1984-85 collections largely.
reflécts the very strong growth in'the 1983-84 incomes of. primary producers from the
drought-affected levels: of 1982-83 as well as. strong growth in other business and
property income in 1983-84. Recoveries of taxes outstanding in respect of ‘trust
stripping’ and from individuals who have made themselves known to the Taxation
Office through the operation of the Prescribed Payments System are also expected to
contribute significantly to collections in 1984-85, This item also includes an estimate of
$i0m for collections under the new arrangements applying to payments received on
termination of employment.

Inthe at of d in the Budget Speech, estimated collections
would have risen by 49.1 per cent in.1984-85,
Medicare Levy .

Reflecting the first full year of operation, the Medicare levy of 1 per cent on taxable
i ding certain thresholds is expected to yield $119im in 1984-85, an
increase of $826m on 1983-84 collections. In 1984-85; collections of the Medicare levy
through PAYE deductions and.in other ways are estimated at $1037m.and $154m
respectively.

Prescribed Payments System

Direct collections under the. Prescribed Payments Systern: (PPS) in 1984-85
(includi llected from companies) are esti d at. $350m. This is'$99m.
higher than collections in. 1983-84, largely reflecting the System’s first full year of
operation, Since provisional tax bills will, from 1984-85;.be reduced.automatically by
an amount related to deductions in respect of prescribed payments ‘made in the
previous. year, it is not expected that there will be any significant. reduction in
provisional tax collections in 1984-85 as a result of: recourse to self assessment: arising
from payments under the PPS.

INCOME TAX--COMPANIES

Company tax collections are estimated at $§5380r, an increase of $997m or 22.7 per
cent on 198384, This growth compares with decreases of 8.1 per cent in 1983-84 and’
5.6 per cent in 1982-83,

An estimated $100m of the reven pected to be collected under the recoup
tax legislation will be received as company tax in- 1984-85. This amount, however, has
been. included in the separately ded $200m for collections under' recovpment
legislation.

WITHHOLDING TAX.

Withholding tax is estimated at $371m in:1984-85; an increase of $66m or 21.6 per
cent following increases of 17.8 per cent in 1983-84:and.26.3 per cent in 1982-83. The.

estimate reflects in part.the full year effects of the 1of ptions from i
withholding tax for interest on borrowings by the AIDC and for borrowers that pass the
‘Australian entity’ test din the E ic St of May-1983.
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RECOUPMENT TAX

~ Receipts under the Taxation (Unpaid Company Tax) legislation—including

exp i to be received as company tax and $5m expected to be collected on

from other individuals—are esti d at $200m in 198485, This represents

the-bulk of amounts outstanding that are expected to be recouped under the existing

Iegisfation that came into cffect in December 1982, Collections attributable to this
legislation amiounted to $252m in 1983-84 and $80m in 1982-83.

SALES TAX

Sales tax is estimated to yicld $4704m in 1984-85, an increase of 12.9-per cent-on
collections in 1983:84, This follows increases of 19.3 per. cent in 1983-84 and 22.3 per
?ent‘in 1982-83, The underlying f of nominal private ption expénditure
is for firm growth but. with variations among taxable categories. The estimate also
reflects the- measures announced in this Budget and the full-year effects of measures
announced in the 1983-84 Budget,

Estimated.collections. of sales tax on goods falling within the specified rate classes
for 1983-84 and 1984-85 are provided in the following table:

1983-84  Changeon i984—85 Changeon

Actual. 1982-83 Estimate 1983-84

' Sm percent $m cent
Thporcenl . o w4 . e e e e e e 381 4838 414 per 8.7
10percent. + & , &+ v 4 v 4 .. — 0.4, 45 na.
0percent . . .. oe . e e a e 2947 17.0 3302 120
Bpercent L L. . ow .. 647 159 3 10.2
Notullocutedbyrate(@) . . . . . . . . . 190 203 230- 2Lt
TOTAL .SALES TAX 4165 19.3 4704 , 129

{4) Covers amounts collected on iniports at entry as well as an amount for recoveries in respect of avoidance a: d
évasion practices, Th t usilyq flocated to parti i1 Tespes nd

‘EXCISE DUTY

Total collections of excise duty are estimated at $8047m, an increase of $313m or
4.0 per cent on collections in 1983-84 compared with i of 13.6 per cent in both
1983-84 and 1982-83. The main components of the estimate are as follows:

1983-84  Changeon  1984-85

‘Actual 1982-83 Estimate Change 0n.1983-84

$m reent Sm S t

CrudeOil' + v v v v . 3,559 e 3.8 3623 6"4‘l o ccl’j&
PG ., . . o 93 632 2 =21 ~226
Total &+ . . . .. . i ’ 365) 47 3695 44 12

Beer . ... ... 1159 2 122 3 46
PotubleSpirits . . . . . . . 18 35 113(a) -5 —42,
obucco Products . . . . . . 864 8.1 906 42 49
Petroleum Products . . . . . . 1973 526 2151 178 92.0°
Other (incl.credits) .. . . . . . =31 na, =30 1 -32
Total . . ., . . . .. 4083 230 4352 269 6.6
TOTAL EXCISE DUTY 7734 136 8047 313 . -4.01

(a) ,l:;t‘?gl‘ sun amount of about $5m collected from the excise on fortifying spirit in 1983.84 that is to be refunded iﬁ
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Crude Oii and LPG Dutles

Total net receipts from these sources are estimated to increase by $44m or 1.2 per

cent in 1984-85 compared with increases of 4.7 per cent in 1983-84 and 10.2 pereent in
1982.83.

‘The 1984-85 crude oil estimate is based on arrangements cffective from 1 July 1984
for the pricing of indigenous crude oil and the associated excises on ‘old’ and ‘new’ oil.
Details on these pricing and excise arrangements are set out at Appendix II to this
Statement.

The forecast increase in net crude oil excise receipts in 1984-85 of $64m or 1.8 per
cent reflects a projected decline in excise receipts from ‘old’ ol of $253m which is more
than offset by projected receipts of $317m from the ‘new’ oil excise effective from
1 July 1984,

The estimate for crude oil excise receipts is based on the Government-determined
import parity price (IPP) applicable from 1 July 1984 of $35.36 per barrel for Bass
Strait crude, on which excice payable on production from each field is calculated. The
estimate also reflects certain assumptions about the extent to which production could
be affected by industrial and other disruptions, ‘

The crude oil excise estimates are net of certain rebates and refunds of excise
amounting to $12.5m in 1983-84 and $10m in 1984-85 (see Appendix I for details),

Receipts from the excise on naturally-occurring LPG for 1984-85 are estimated to
decline by $21mvor 22.6 per cent, This reduction reflects the decrease on 1. July 1984 in
the LPG excise rate from $49.23 per kilolitre. to $36.96 per kilolitre, in the wake of
significant falls over the past twelve months in international LPG prices. Details of

changes to LPG pricing and excise arrangements are presented at Appendix I to this
Statement,

Other Excise Duties
Total receipts from the ‘traditional’ excisable items of. beer, potable spirits, tobacco
products and petrol ducts are esti d to increase by 6.6 per cent in 1984-85

compared with increases of 23.0 per cent in 1983-84 and. 17.3 per cent in 1982-83, A
large part of the 1984-85 increase arises from the system of half-yearly indexation of
excise rates announced in the 198384 Budget as well as from the full-year effect of the
discretionary rate adjustments announced at that time. Clearances of the major items
of beer, potable spirits and tob products are fi 'to remain stable or to decline
in 1984-85, while growth rates of about one per cent. and three per cent have been
assumed for motor spirit and distillate respectively..

The rates of duty that have applied to the main excisable commodities since 23
August (Budget night) 1983 together with details of discretionary. changes and' rates
applying from Budget night 1984 are shown in the. following table. In line with the

system of indexation, the rates applying from Budget night 1984 will be further indexed
on 1 February 1985,
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Rales
R ing from: Discretionary applying
changes from

23August  2February announcedin 21 Aulgusl

1983 1984(a)  this Budget, 984
s H $ s
Beer (per litre)—
Bel(xﬁun I.I)S and3.8%alcohol by volume . . . 0.63 0.66 —0.08 8.‘6)2388
Greater than J,B%FIoohrallby ﬁlumc P 0.63 0.66 X
pogr::dsypm“.(p.“ I‘m? ° .a co .0 ).—' ...... 16,69 17.37 17%‘
General Rate forOther Spirits . . . . . . . 19.56 20.36 2890
Spiritsneiand Liquesrsnei . . . . . . . . 20.08 2090 20
Fonil'yinggpirit g of fobaccs AR 1.50(5) 1.56(c) i
of —
To&a;c;ll:; uc(:s (;:er' g. .o . cco ...... 3098 3225 3225
TBATS + . . o s e e e s e e e e e s 3098 32.25 322;
Manufuctured Tolxlw} ......... 20,10 20.92 5.00 259
i —
Pﬂh:l‘:)llel:"‘s‘;:iolducu {periteey 0,09027 0.09397 0.09397
Diesel—Gross 0,09027 0.09397 0,09397
~Rebate 0.07155 007155 (d) 0.07155
Aviation Gasoline . . 0,07358 007660 0,0025 007910
Aviation Turbine Fuel . . 0.06978 0.07264 0.0025 0.07514
FuelQil . . . . v . . . 0.01872(¢) 001949 0.01949
HeatingOit . . . . . . ., .. .. .. 0.01872(¢) 001949 0.01949
Kerosenes . . o v . . . 4 0 4 . s 001872(e)  0.01949 0.01949
(a) These rates were not changed on 1 August 1984 (the sch date for.an indexation adj ) as the CPI

total'increese for the half-year ended 30 Juno 1984 was negative and under the Excise Tarif Amendment Act
(No. 2) 1983 10 pravision {s made for an indexation decrease in the cxcise rates,

(5) Rateseton 2§ September 1983 retrospective to Budget night 1983,

{¢) Theexcise by don 22 Junc 1984,

(d) The rebate on diesel fuel is to be Indexed from 1 Febrynry 1985,

(¢) Ratescton 26 August 1983 retrospective to Budget night 1983,

CUSTOMS DUTY

Imports .

Collections of customs duty on imports are estimated at $2720m, an increase of
$391m or 16.8 per cent on collections in 1983-84 based on forecast growth in imports of
the same order,

Coal Exports

Receipts from. the coal export duty are estimated at $60m.in 1?84-85, a decrease of
$6m on 1983-84. The decrease reflects the Government’s decision in May 1?§4 togrant
exemption from the: duty for those producers who blend substa.nual quafmtm of coal
from underground mines with other coals in their export operations, partially offset by
an estimated increase in exports by duty-paying producers in 1984-85.

BANK ACCOUNT DEBITS TAX

Receipts from this item are estimated to increase by $7m or 3.8 per cent. on
collections in 1984-85. There has been minimal growth in average monthly collections
from this tax since its introduction in April 1983,
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ACT TAXES AND CHARGES
The components of ACT taxes and charges are as follows:

1983-84 1984-85

Actual Estimate Change
Sm Sm Sm pereemt
Payrolltax . . . . . . . .. . ... 238 257 19 79
Stampduly . . . . . . ..o 246 300 54 221
Other . . v o o v v s v v e e 540 60.1 6.1 L3
TOTAL ACT TAXES AND CHARGES 1024 1158 134 13.1

Included in ‘Other’ revenues are general rates (estimated at $27.7m in 1984-85, up

13.2 per cent), motor vehicle registration and drivers’ licence fees ($14.4m, up 10.0 per:

cent), imposts on gambling ($7.0m, up 13.3 per cent) and liquor licence fees ($4.5m, up
5.1 per cent). The estimated increase: mainly reflects increases in the level of ACT
general rates in line with increases in the costs of providing services to ratepayers and an
expected increase in the level of motor vehicle registrations.

OTHER TAXES, FEES AND FINES
‘The components of other taxes, fees and fines are shown in the following table:

1983-84 1984-85

Actual' Estimate Change:

. o $m Sm $ percent
Broadcastingand TV Station Licence Fees ., . 484 57.7 9.3 19.2
Radio-Communications Licence Fees . . .. . . 24 258 34 151
Unfunded Employees Retirement Contributions . 94.6 994 49 52
Stevedoring Industry Collections . . . . . . . 19.3 190 =03 -3
Depurlure Tax - 432 432 . )
Passport Fees . . 168 168 o 0.1
Quaranting Churges C . 48 6.5 [K3 33.7
Cther(net) . . . ., . 19.9 165 =34 =170

TOTAL OTHER TAXES, FEES. AND
FINES . . . ..., o, ... 269.3 284.9 15.6 58

Licence fees are levied by the Commonwealth on the annual gross earnings of radio
and television stations, Total revenue from this source is expected to increase by $9.3m
to $57.7m in 1984-85, This increase reflects the full-year effects of the new formula
introduced on 1 September 1983 for calculating radio and television station licence fees
as well as the higher gross earnings that most radio and television stations achieved in
1983-84, on which the fees payable in 1984-85 are based.

The radio frequency spectrum is used by numerous corporations and individuals for
a wide variety of private, commerciat and public radio-communications purposes. The
radio-communications licence fees payable by users of the spectrum include a ‘royalty’
component reflecting the benefit derived from use of the radio frequency spectrum—a
scarce resource lying within the public domain. The licence fee rates are to be increased
by an average of 7.5 per cent with effect from 1 September 1984, Revenue from these
fees is expected to increase by 15.1 per cent to $25.8m in 1984-85, reflecting the
full-year effects of the increase in fecs last year, an expected growth in the number of
licensees and the proposed increase in fees,
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The estimate of unfunded employces retirement contributions includes
contributions to be paid during the year by parliamentarians ($1.0m) and Defence
Force personnel ($84m) to their superannuation schemes. The renainder of this item

comprises net amounts paid into Consolidated R from the Sup ion Furid
to meet pension entitl of retiring Comi ealth employees who, under the
C ith S ion Sch opt for a contributor-financed pension in lieu

of a refund of their ;ccumulatcd contributions.

Stevedoring industry collections, which are raised from a levy imposed on
employers of waterside workers on the basis of the volume of cargo handled, are:
estimated- at $19m in 1984-85, representing about the same level of activity as in
1983-84. The levy covers payments to the Stevedoring Industry Finance Committee,
for the reasons explained under the functional heading ‘Labour and Employment’ in
Statement No. 3.

With. a few exceptions (such as Defence Force personnel on official duty), a
departure tax of $20 is levied on all people aged 12 years and over leaving Australia,
irrespective of whether they intend to return. Collections from this tax are estifated to
remain at $43.2m; this estimate provides for a minor increase in the number of
departures, offset by the full-year effect of exemptions granted to transit and multiple:
departures announced in the 1983-84 Budget. Revenue from passport fees ($30 per
person) is estimated to remain at $16.8m in 1984-85.

Quarantine charges—Ievied mainly in respect of animal and plant impoits and for
the disposal of waste from aircraft and ships—are intended to recover, as far as
possible, the direct operating costs of the Commonwealth’s quarantine activities. In
accordance with the Government's cost recovery objectives, charges are adjusted
periodically to reflect ts in-direct operating costs. The estimated increase in
revenue of 33,7 per cent in 1984-85 reflects increases both in charges and in the volume
of quarantine activities,

The 1984-85 estimate for the category ‘Other” includes revenues from the following:

o debt recovery work ($1.3m) performed by the Australian Government Soficitor's
Office on behalf of certain statutory bodies;

 bankruptey charges. ($3.7m), comprising interest receipts of $1.5m from
investments by the official trustee of assets from the estates of bankrupt and
dedeased debtors to the Commonwealth, and $2,2m representing fees and charges
for the administration of the bankruptcy legislation;

 the Australian Capital Territory Corporate Affairs Office ($3.5m), representing:
fees for the registration of companies in the Tetritory;

o bond store licence fees ($2.2m) levied on imports of bonded goods (subject. to
customs duty) in respect of the cost of holding such goods in bond pending
payment of customs duty; and

 the oil pollution levy ($1.1m) to recover costs incurred under the National Plan
to Combat Pollution of the Sea by Oil.
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NON-TAX REVENUE

INTEREST, RENT AND DIVIDENDS

This heading covers interest received by the- Commonweauh Government. from
sources outside the budget sector, land rents collected in the ACT, dividend:

from Government-owned companies other than financial enterprises and amounts:

payable from offshore petroleum royalties (net) and from Northern Territory uranium
royalties. Details are set out below..

1983-84 1984-85

Actual Estimate Change
Sm $m $m
Interest received.— percent
From the States—

On Advances for State Loan Council Programs 1690.9 18700 179.1 0.6

On Specific Purpose and Specnl Advumm—

Housing Agreements . . 2103 2200 9.7 4.6
Other ., . . .. ....... 1239 1242 03 02
Total . . ... ... 2025.1 22142 189.1 9.3

Other interest receipts—

From the Territories—

Housing . . . . . .. .. ... 351 336 =15 ~4.3
Other . ., . . . . ... ..., 529 68,2 153 289
DefenceServiceHomes . . . . . . , . 129.5 1435 140 108
lian National Railways Commi . 42 6.4 22 514

Snowy Mountsing Hydro-EIecmc Aumomy . 572 60.7 34 60

Pipeline Authority . . 4.7 343 —04 =Ll

Atstralian Shipping Commission . 107 89 -1.7 =164

Postul Commission . . . . . . . 5.4 54 . 0.2

Telecommunications Commission . . . 604.7 N8 13l 18,7

Qantas AirwaysLimited . . . . . , . , 25 22 -0.3 —=120

Australian Nationa! Airlines Commission, 0.6 0.5 =0.), ~133

Other . . . ... .. ... 79.5 88.2 8.7 11.0

Total 1017.1 11697 1526 150
Total Interest Receipls . . . . , . . 30423 33838 T 112
Rent, dividends, etc—
lundLeases—ACT . . . . . . . . . . 38 4.1 03 78
Qantas Airways Limited—Dividend. . ., , , , - 69 69: n.a.
Overseas Telecommunications Commission—

Dividend . . . .. .. .. .. “ 309 19.9 =110 =357
Offshore Petroleum Royaluu (nety . . . .. 852 920 68 79
Uranium Royalties—Northern Territocy . . .. 8.1 166 -1.6 —88
Royal AustralianMint . . . . . . ., . 1298 150.7 209- 16.1
Other + v v v v v v v v e e 83 6.4 =20 =237

Total . . o .o 276.3 296.5° 202 7.3
TOTAL INTEREST RENT AND .
......... 384 36804 3619 109

Interest Receipts.

The estimated increase in 1984:85 in interest received on advances for State Loan
Council Programs mainly reflects the level of interest ratesapplying to new raisings and
to the roll-over of maturing debt, as well as the continuing, growth in outstanding
advances; The estimate also includes an of $50m relating to i payable on
1983-84 liabilities which was not received in 1983-84, Interest reccived. on specific
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purpose and special ad' is estil dtoi by 3 per cent, mainly reflecting
growth in the level of advances oumandmg. )

Other i ipts are estil d to i by 15.0'per cent to $1169.7m in
1984-85. The main contnbutmg factors are as follows:

* arise of 28.9 per cent.is expected in 1984-85.in ‘Other’ interest receipts from the
Territories, mainly refiecting the continuing rapid- growth in the level of
outsmnding general purpose advances to the‘Nqnhern Territory. (Arrangements
in respect of these debt charges are summarised in St No. 3, under
‘Payments to or for the States, the Northern Territory and Local Government
Authoritics nec'.);

the estimated increase of 10.8' per cent in 1984—85 interest receipts from. the
Defence Service Homes Corporation is-attrit toi chargcs on new
capital advances of $45m whxch,the Corporation is expected to receive from the
Commonwealth in 1984-85 and to the continuation of the progressive conversion
of the Corporation’s existing debt to reflect more closély current rates of interest;

the estimated: increase of 51.4 per cent in 1984«85 interest receipts from the
Australian. National. Rail jon is attributable to interest payments
commengcing:in 1984-85 on Ioans made for the purpose of Tasmanian. railway
rehabilitation;

the estimated decrease of 16.4 per cent in 1984-85 interest. receipts. from the
Australian. Shipping Commission reflects the final payment of. interest, made in
1983-84, associated with the June 1983 conversion of loans. totalling $60m to
equity capital;

estimated.interest pay to.the C Ith in 1984-85 by the Australian
Telecommunications Commission are $717.8m. The estimated increase of
Sl 13. lm (18.7 per cent) results, in the main, from the new ‘global’ approach to
bor gs by C G Ith and State semi-government authorities which the
Loan Councxl has adopted on a trial basis in 1984-85. As a- consequence, Telecom
will now be able to pay to the Cornmonwealth the interest:accruing on the total
accumulated bal of those of its. employer superannuation
contributions which Telecom has retained each year since 1978-79. This differs
from the situation in 1983.84, when Telecom paid interest to the Commonwealth
only on the amount retainéd in that year, the interest accruing on the funds
retamed by Telecom in, previous years being credited by Telecom to its own
internal- sup I 1984-85 the whole of Telecom’s employer
superannuation conmbutlons will. be paid to the Commonwealth, Inaccordance
with-existing practice, thie interest rate payable on one-tenth of the qutstanding
balances of the initial interest-bearing capital vested in both Telecom and
Australia Post by the Comirionwealth on their inception in. 1975, was converted
on 1 July 1984 from 13:21 per cent to 13.54 per-cent (reflecting the rate of
interest whichit is estimated that thesc authorities would have had to pay if theéy
‘had borrowed from the capital market on 1 January 1984); and

included in the estimate of ‘Other’ receipts for 1984-85 are interest receipts of
$20m froma Umted su\m ‘Federal Reserve trust account which holds Austratian
funds required to meet pay to conttactors for the supply of military
équipment -urider Unitéd States. Government Foreign Military Sales
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arrangements. This is $0.5m (2.2 per cent) lower than in 1983-84. Also included
in ‘Other’ are estimated interest receipts in respect of:

- investments (other than in Commonwealth securities) of furids from a.

number of primary industry trust accounts ($19.0m, up 14.5 per cent).
(Outlays from these trust accounts are made for purposes such as research,
disease eradication and stabilisation—and are recorded under the functional
heading, ‘Industry Assil and Develop ’in St No.3.);
deposits lodged. by the Commonwealth with the Primary Industry Bank in
relation to the Income Equalization Deposits Scheme ($4.9m). Deposits to
date have totalled $101m ($30m in 1978-79, $45m in 1979-80 and $26m in
1980-81), of which $58.7m remain outstanding;

investments of the former Def Forces Reti Benefits (DFRB)

Fund now held by the Commonwealth following termination of the DFRB.
Scheme in 1976. At that time, the Commonwealth assumed responsibility’

for the payment of pensions under the Scheme and acquired its surplus
assets, Receipts. in' 1984-85 (85.2m, compared with $6.0m in 1983-84)
represent interest payments in respect of these assets;

investments of the TAA Reserve Trust Fund, established to meet the
employer llablhty in respect of TAA employees who were members of the
C

ion Sch

result of & Govcmment decision to allow all TAA employees to become
members of a separate superannuation scheme, As part of the liquidation,
the Commonwealth will take over loans to the value of $56.6m made from
the Reserve Trust Fund to TAA, Receipts in 1984-85 ($7.3m) represent
interest payments in respect of these assets; and

- other bank balances of the Commonwealth ($25m, up 7.9 per cent).

Rent, Dividends, etc

Total receipts from rent, divi , ctc are expected to increase by 7.3 per cent to
$296.5m in 1984-85, largely for the reasons detailed below.

Provision is made for a dividend of $6.9m from: Qantas in. respect of 1983-84
operations; Qantas last paid a dividend in 1978-79.

The dividend expected to be paid to the Commonwealth by the Overseas
Telecommunications Commission (OTC) in 1984-85 is $19.9m, reflecting the dividend
target of 10 per cent of total sharcholder funds as at the beginning of each year which
the Government has set for OTC, This.is $11.0m less than the total dividends paid to
the Commonwealth by OTC in 1983-84 because of the effect of changing the timing of
such payments last year. In previous years, OTC had paid an interim and a final
dividend to the C Ith out of its.annual operating profit—approximately 3
and 9 months, respectively, after the end (on 31 March) of the OTC. income year to
which the dividends related. OTC now pays a single final dividend to the
Commonwealth within 3 months of the end of its income year.

Under ar that d'on 14 February 1983, all revenues relating to.
offshore petroleun royaltics and’ permit and. licence fees are now collected by the
Commonwealth. After deducting the. Commonwealth’s share of royalties (around
one-third) relating to Bass. Strait and North West Shelf production, the balance: is
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which is being, liquidated as a

passed ori to the relevant State, The figures in the table above are net of amounts to be
paid to the State. The estimated net increase of 7.9 per cent in 1984-85 is based'on a
forecast increase in Bass Strait production, assumed higher import parity prices and the

of production from the North West Shelf gas development, offset by
the reduced royalty per unit of ‘new’ oil as a result of the introduction from 1 July 1984
of a levy on ‘new’ ail (‘new’ ail is defined as il discovered on, or after, 18 September
1975).

Receipts from the-collection by the Commonwealth. of royalties and payments in
the nature. of royalties in. respect of uranium mining in the Northern Territory are
estimated to decrease in 1984-85 by 8.8 per cent to $16.6m. These royalties cover
Commonwealth payments to the Aboriginals Benefit Trust Account in relation to
mmlng on Abongmal land (see Social Security and WeIfare—-‘AbongmaL

nec’ in St No.. 3y and payments in lieu. of ‘urani
royaltles to the Northem Territory Government under a Memorandum of
Understanding' with that Government (see the category Not Allocated to
Function—'Payments to or for the States, the Northern Territory and Local
Government Authorities, nec’in Statement No, 3).

The receipts from the Royal Australian Mint relate to seigniorage and numismatic
profits, The estimated increase in receipts of 16.1 per cent in 1984-85 reflects a sharp
increase in demand for smaller denomination coins. This increase is expected to be
partly offset by slightly lower sales of $1 coins and increased production costs associated
with the higher level of smaller denomination coin production.

The estimate of $6.4m for other rent and dividends, etc includes dividends expected
to be ived by the C Ith from Mary Kathleen Uranium Ltd ($4.6m,
compared with $6.2m in 1983-84).

NET RECEIPTS FROM GOVERNMENT ENTERPRISE TRANSACTIONS

This category includes receipts (other than taxation revenue) from public financial
enterprises and net operating revenues from certain activities carried on as business
enterprises within the budget sector; as shown in the following table:

1983-84 1984-85
Actual Estimate Change
Sm $m sm percent
ACT—WulerSupply andSewerage' . . . ., 10.8 10,1 -0.7 -6.8
ReserveBank ., . . . . . . ... oL 7459 1 0I3 7 2678 359
CommonweullhBunkmgCorpomlwn e e e 457 -67 —146
Canberra Bus Service—Loss on Operations. . ., 144Dr ISIDr -0.7
Other . . . . .. . .. “ . . 59 4.9 9.0 152 3
TOTAL GOVERNMENT ENTERPRISE
TRANSACTIONS . . 7939 10626 268.7 333

Gross feceipts from water and sewerage rates in the Australian Capital Territory
are estimated to increase by 1.3 per cent in 1984-85. Operational costs. (estimated at
$17.2m in 1984-85, compared with $16.1m in 1983-84) are offset against these receipts
to give the net figures shown in the table above.

Receipts by the Commonwealth. from the Reserve Bank in- 1983-84 totalled
$745.9m, comprising final payments.from the 1982-83 profits of its Central Banking
Business (CBB), $204.6m, and of its Note Issue Department (NID), $11.3m, together
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with an interim payment of $530m from 1983-84' NID profits. The estimated receipts

from the Reserve Bank in 1984-85 comprise final payments of $16.5m from NID profits.

and $462.2mfrom CBB profits in respect of 1983-84, and an interim payment of $535m
from NID profits in 1984-85,

‘Estimated roceipts of $39m. from the Commonwealth. Banking Corporation in.
1984-85 represent the Commonwealth’s shate. of thé net profits in. 1983:84 of the

Commonwealth Savings' Bank and of the net profits (after tax) in 1983-84.of the
Commonwealth Bank (formerly. the Commonwealth Trading Bank). The decrease in
expected receipts (14:6 per cent) in 1984-85 résults from the Commonwealth’s
acceptance of a significantly lower than norinal share of these: profits. from the
Corporation banks as a means of supplementing their capital position.

The loss on. operations of ACTION (the- Canberra Bus Service) for: 1984-85 is
estimated to increase to $15.1m. (or by 5.2 per cent), largely refleciing the cost of
implementing the. 38 hour week decision, partly offset by additional-revenue. from'a
fe i in

| 4 L

The estimate for ‘Other’ in 1984-85 rélates in-the main to the operations of the ACT
Transport trust account, the Government Printer and’ Publications. trust accounts,
together with the payment of $7m to the. Commonwealth: by the Australian Industry
Development Corporation. This payment constitutes one half of the Corporation’s net
profit in 1983-84 as provided for.under the AIDC Act 1970 (as amended).
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APPENDIX I TO STATEMENT NO.4
TAXATION EXPENDITURES

Individuals- and businesses derive financial: beriefits-from. taxation concessions of
various kinds. The concessions.reduce, or delay, collections of taxation revenue. The
benefits provided by the ¢ jons could ivably be provided by direct expendi-
tures paid to the beneficiaries. They are therefore often referred to as ‘taxation
expcnditures';

This Appendix provides information on some major items of taxation expenditure.

In May 1982 thé Treasury submitted a paper on taxation expenditures to the House
of Representatives Standing Committee on Expenditure: The paper examined.the con-
cept of taxation expenditure and provided a comprehensive list of taxation expendi-
tures together. with, where possible, an indication of thei cost to revenue. A copy.of
that paper was.reproduced as an Appendix to St No. 4 of Budget Paper No. 1.
in.1982-83,

The main conceptual poirits covered' in the submission can be summarised as
follows:

o Taxation expenditures are designed to achieve various goals, The quantification
of these expenditures is not an.attempt at evaluating or questioning. the desir-
ability of particular goals or the effectiveness of the taxation provisions in achiev-
ing them. Their measurément is to provide information on the quantity of com-
munity resources transferred to the private sector by the particular measures.

There has to be some form of distinction between tax expenditures and other tax-
ation provisions which, while also reducing ; are basic comp of the
taxation structure. In other words, deviations from a benchmark or ‘normal’ tax-
ation structure could be classed as taxation expenditures.

Nevertheless, the aim of identifying taxation expenditures should be to include in
the budget-making process and documentation the cost of special taxation pro-
visiong which cap, ir most cascs, be considered as alternatives to direct expendi-
ture programs, rather than to attempt to define some ideal taxation system in
order.to identify deviations from it.

The discussion of taxation expenditures.in this Appendix proceeds along the forego-
ing lines,

Although there is. no attempt to define an. ideal tax system, underlying the tax
expenditum listed is; implicitly,.a very broad, basic taxation structure including pro-
visions which.could not be generally regarded as tax expenditures, even though they re-
duce tax revenue, These p include, for example, section 51 of the Income Tax
Assessment. Act 1936 whlch allows for the.deductibility against assessable income of
expenses incurred by either businesses or individuals in earning that income. Such pro-
visions have. been referred to in the: Taxation Expenditures Appendix to Statement
No. 4 of Budget Paper No..1'in recent years as ‘general provisions of the law’, and are
basic to any concept of income or profit.

This is not to suggest-that generally available provisions, which provide no preferen-
tial treatment to a particular taxpayer or group of taxpayers, should not-be considered
taxation expenditures, Measures such. as investment allowances and accelerated de-
preciation provisions, while being: available. to-taxpayers generally, are reg: as
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being outside the general provisions of the law and can therefore bz considered to be
taxation expenditures.

Not all the tax expenditures mentioned below are costed. Lack of data or estimating
difficulties means that many items cannot be. costed accurately on a regular basis, In
many cases, basic statistics on individual items cannot be conipiled when tax returns are
being d without'a disproportionate t of effort being devoted to this work.

In the estimation of individual taxation expenditures, it is generally assumed—often
unrealistically—that other things do not change with either the introduction, removal
or reduction of a concession, In particular, it is usually assumed that behaviour in're~
lation to the activity attracting the concession does not change. Taking account of the
response effect of, for ple, removing a ion relating to investment in a par-
ticular activity would involve the difficult task of estimating the extent to which-inves-
tors maintained their level of investment in that activity, or switched expenditure from
that activity to consumption generally, or to other investment activitics.

ASSISTANCE TO INDIVIDUALS

Concessional income tax rebates, deductions and other forms of relief provide as-
sistance to particutar groups of individuals,
Rebates

The principal rebates are those for maintenance of dependants, for sole parentsand
pers, zone reb llowed to taxpayers residing in remote areas and rebates
for certain typcs of allowable expenditures.

A ional rebate is where a taxpayer contributes to the maintenance of
certain dependants and in some other cases. The maximum rebates for the years
1980-81 to 1984-85 are shown below:

Maximum Rebate

Dependant 1980-81  1981-82, 1982-83  1983-B4  1984-85
H s $ H H
Spouse, housekeeper, duaughter-housekeeper—
where thereis a dependent, or student, child . 800 830 963 1030 1030(a)
where thereis nodependent,crsludem‘chlld 800 800 830 830 830(a)
Parentor parentein-law k] 722 49 749 749
Invalideelative . . ., . . ., oL 362 376. 36 376 376
Soleparent . . , . . . . ... 559 580 n3 780 780
Children(b)
Student . . ... o 362 376 37 376 376
Non-student under 16—
onesuchchild . , . . . ... ., 362 376 316 376 376
cachothersuchchild . . ., . . . . 272 282 282, 282 282
Soclulsecunlyurrepulmluon pensioner . . . . 167 250 250

Social security, unemployment, sickness or
special beneficiaries—
single . . L. 000 . . “ . 50
married . . L L L L “ . N . 75

(a) Appliesalso tode fucto spouses.
(b} Rebates in respect of children now have relevance only to the calculation of zone rebates.

Zone rebates are allowed to taxpayers who live in remote areas, Eligible residents in
Zone A receive a rebate equal to $252 for 1984-85. (8270 full year) plus 50 per cent of
any entitlement to rebates in respect of dependants (including notional rebates in re-
spect of dependent children), sole parents and | keepers; eligible residents of Zone
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Breceive a rebate of $42 for 1984-85 (845 full year) plus 20 per cent of the rebates for
dependants, etc. For residents of either Zone A or Zone B who reside more than 250
kilometres from a centre of population of 2500 or more, the basic-rebate is $875 for
1984-85 ($938 full year) in lieu of the ordinary basic amount of $252 or $42.

A rebate at the ‘standard’ tax rate (30 per cent) is allowed on the excess of a tax-
payer’s aggregate expenditure. on certain concessional items above a prescribed figure
(52000 for 1984-85). Ehpble expendnure includes certam expendlture in respect of the
taxpayer and his d on medical and hospital services net of Tecoupments, fu-

neral expenses up: to $100, expenses of adoption of children, life i pr
and superannuation contributions up to a total of $1200, education expenses in respect
of the taxpayer, his children or dependants, up to $250 per person, and rates and land
taxes up to $300 in respect of the taxpayer’s sole or principal residence. On the basis of
income tax statistics for 1982-83, about 10 per cent of taxpayers had. concessional
expenditures in excess of $1590 (the prescribed figure in that year) and so qualified for
the rebate. The percentage of taxpayers qualifying for the rebate in 1984-85 is expected
tebein the order of 7 per cent.

Contributions made between 1 July 1981 and 30 June 1983 to a registered health
fund for basic hospital and for medical i were rebatable at the ‘standard’ 30 per
cent rate, This rebate was outside. the concessional rebate block and was therefore al-
lowed regardless of the level of a taxpayer’s other rebatable expenditures,

Rebates outside the fonal rebate block also apply to certain interest pay-
ments made on or after 30 June 1982in fon with the purchase of a sole or princi-
pal. residence situated in Australia, Two mutually exclusive forms of rebate have ap-
plied, For one scheme, the rebates ceased to be available in respect of interest payments
made on or after 1 July 1983; the.other scheme has been. restricted and new entrants
have not been admitted to it after 30 September 1983,

A rebate of p 1 tax at the standard rate of tax was applied to dividends
of up to $1000 received by Australian resident taxpayers from Australian companies in
the 1982-83 financial year.

A rebate is allowable for taxpayers in.receipt of a social security or repatriation pen-
sion, For 1984-85. the maximum rebate allowable is $250 on taxable incomes up to
$5533. Rebates are also to be introduced for social security, unemployment, sickness
and special beneficiaries.. For 1984-85 the maximum rebates allowable will be $75 for
martied beneficiaries and $50 for single beneficiaries.

Deductions

Gifts to the value of $2 or more to organisations covered by sections 78(1){(a) and'
78(1)(aa). of the Income Tax Assessment Act 1936 are deductible from assessable
income.

Superannuation contributions made to a qualifying fund by self-employed persons
and by employees not covered by employer-sponsored arrangements are. deductible
from. assessable income up to a limit of $1200 per annum. Contributions in excess of
$1200 are rebatable within the concessional rebate block, up to the limit of $1200 for
life insurance premiums and superannuation contributions subject to rebate.

A deduction was allowable in respect of the cost of purchase and installation of
material for the thermal insulation of a first home, the purchase of which.was contract-
ed for, or the construction of which commenced, on or after 1 October 1980 and before
24 August 1983.. 31t



Details of tax revenue forgone under the aforementioned taxation provisions in re-
spect of income years 1979-80 to 1982-83 are shown in the table below.

Estimated Revenue Cost for Income Years

Provision 1979-80" 1980-81 1981-82 1982-83
Sm Sm Sm Sm S$Sm Sm Sm Sm
Dependant, elc. rebates:
Spouw. houwk:epcr. daughter-housekeeper . . 642 880 889 978(a)
............. 36 53 58 3
Olhcr dcpendunls e e e e e 4 6 6 5
olal ... L. s 682 —— 939 —— 953 —— 1056
Zonerebates . . . . ... L L L. P ® 42 80 86
Healthinsurancerebate . . . . . . . . . - - 479 575.
Other concessional rebates (b) ....... 78 93 110 130
Pensionersebate . . e e e - - — 40
Dividend rebate . - - — 56
Housing loan interest rebates” - — —_ 290
Unusedleaverebate . . . . . . . . . .. - 18 31 49
Deductions:
Gilt provisions
Schoolbuildingfunds . . . . . . . . . 14 16 19 22.
Othergifts . . . . . . . . ..., 24 33 46 64
Costofinsulatinga firsthome . . . , . ., . —_ 2 4 5
i ibutions, self yedete, . — 30 57 70
Toal . . . ... ... e 3 — 8 — 126 — 16l
TOTAL v v v o oo v v v v ww 836 1173 1779 2443

(ay dlncl udelstGSOm for cases where there are dependent children.and $298m for cases where there are no depen-
ent children.
{b) Excludes the cost of (hc general conccssmml sebate which was absorbed into the zcro rate step of the rate
schedule with the i ofth

Miscellaneous

A wide variety of income is specifically exempted from personal income tax. In par-
ticular, amounts paid under the Social Services Act 1947 relating to the following are
exempt from taxation: invalid pensions paid to persons under age pension age, sup-
plementary assistance which is paid subject to a special income. test to certain pen-
sioners who pay rent or lodging charges, payments to pensioners representing mother’s
or guardian’s allowance or'additional pension for children, family all , funeral’
benefits, sheltered’ employment allowance, double orphan’s pensions, handicapped
child’s allowance and some training and living allowances under the Rehabilitation Ser-
vice. From' 1 March 1984 supplementary allowance paid to sickness beneficiaries and
additional allowance for children paid to unemployment and sickness beneficiaries be-
came exempt. Some repatriation pensions are also exempt income as are some wartime
persecution pensions received from other countries.

A aumber of lump sum i payments made to individuals have been either tax-
free or taxed on a concessional basis, Major changes to the taxation treatment of lump
sum superannuation and kindred benefits were made with effect from 1 July 1983; de-
tails are provided in. Appendix III to this Statement. The Attachment to this Appendix
examines the conceptual basis and the magnitude of the tax expenditures related to tax-

ation treatment of contributions to funds, earnings of funds and superannuation.

benefits,
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INDUSTRY ASSISTANCE

Various taxation concessions provide assistance to business, These concessions may
be generally available measures applying to a wide spectrum of industry. The main con-
cessions of this type applicable in recent years have been investment allowances,
accelerated depreciation and trading stock valuation adjustments; other such measures'

have included all for the repl or conversion of oil-fired plant with non-
oil-fired plant, accelerated write-off of capital expenditure on petroleum storage facili-
ties and on scientific h related to a busi and'exemption of amounts paid to

employers taking on young people under the CRAFT scheme. Alternatively, business
taxation concessions may be targeted to particular activities, such as the primary pro-
duction, mining, film and tourism industries.

A measure of the benefits to individual businesses of many of the business tax con-
cessions cannot be obtained directly from the year-by-year cost to revenue of those con-
cessions. Most notable in this regard are the concessions providing accelerated write-off
of cap:tal expenduure whnch are discussed in some detail below. The net benefits

d i from tax concessions. also depend importantly on
whether the ions are ilable or whether they are industry-specific.
Industry-specific concessions bcncﬁt the. recipients dlrcctly and tend to attract re-
sources into those industries. The net benefits to the recipients of across-the-board con-
cessions, on the other hand, have to be assessed more in the context of changes in the

ic environment brought about by the g | availability of the ions, It is

, for ple, that the introducti of asut ial across-the-board concession

wxll result inincreases in some other. taxes and/or in the deficit (with consequences for

interest rates) which may impact differently on different activities. This point should be
borne in mind when considering the estimated revenue costs of the various concessions,

Most of the. busi fons in the i tax field may be grouped in three
broad categories, namely:

A — those allowing the deduction of amounts or allowing rebates of tax that
are not authorised under the general provisions of the law;

B — those allowing certain taxpayers to alter the timing of tax allowances; and
C. — those exempting certain classes of income.

Details of estimated amounts. of revenue forgone in respect of some of these pro-
visions are provided below. Other provisions are.not quantified, in some cases because
of lack of data on revenue forgone or.doubts about the extent to which they may prop-
erly be regarded as entirely ‘Industry Assistance’.

Category A
The present investment allowance applies to a wide range of new plant and equip-
ment, including leased plant. It provided a deduction equal to 40 per cent of the cost of
plant purchased under a contract made in the period 1 January 1976 to 30 June 1978
and first used by. 30 June 1975: A deduction at a rate of 20 per cent was to be allowed
for plant ordered in the period 1 July 1978 to 30 June 1985 and first used by 30 June.
1986. Following the Review of Commonwealth Functions, the. 20 per cent rate was
reduced to 18 per cent for plant ordered on or.after I May 1981, On 29 July 1982 it was
d that the all would apply to certain ships which were not prevxously
eligible for it. The estimated revenue forgone in respect of the provisions is $510m.in
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1982-83 and $475m in 1983-84. As announced in the Budget, the cut-off date relating to
the time of first use of plant is to be extended to 30 June 1987..

An immediate deduction is allowable in the year of expenditure for the capital cost
of a wide range of soil conservation measures and of conserving or conveying water ina
business of primary production. The estimated revenue forgone in respect of these pro-
visions is $23m in 1982-83 and $35m.in 1983-84. Primary producers are allowed to
write off’ capital expenditure on telephone lines over 10-years. A deduction is also al-
lowed for the cost of connecting business propertics to electricity mains.

The Income Equalization Deposits (IED) sct permitted deposits by a primary
producer, within specified limits, to be deducted against assessable income in the year
the deposits are made, and withdrawals of deposits to be included in ble i
in the year they are withdrawn, The cstlma(ed net revenue effect of the IED scheme isa
cost of $10m in 1982-83 and a gain of $8m in 1983-84. The scheme is to be significantly
changed in:respect to deposits made on or after 1 September 1983 and details of the
latest developments with these arrangements are outlined in the Measures Section of
Statement No. 4.

Under the averaging provisions, primary producers effectively have their income

from primary production taxed at rates cormspondiug to their average income for the-

current and p g 4 years, (D g on the of their income not derived
from pnmary productmn. some or all of that incomé may also be eﬂ'ecnvely taxed at
the rate corresp g to ge income.) The purpose of the averagmg provisions is

to ensure that fluctuations in income in conjunction with: progression in rates of tax do.

4

not lead to primary p payers with fl ‘i--; i bearirig higher tax
rates than other taxpayers having incomes which, over a period of years, are compar-
able but non-fluctuating. The effects go beyond that when there is an upward (c:g.
inflationary) trend in-money incomes over a number of years since, even if fluctuations
in income do not occur around that trend, the averaging provisions result in the-tax-

payers covered by them bearing lower tax rates than other taxpayers whose incomes.

over an equal period of years are comparable,

The revenue forgone as a result of the averaging provisions is estimated at $135m
for 1982-83 and $64m for 1983-84. However, only a proportion of that amount can be
rightly viewed as ‘concessional assistance’. The figure of revenue forgone.could not be
brokenintoa ional ‘trend’ comp andanon ional ‘fluctuation’ com-
ponent without having cross-classifications of primary producers by current income
level' and trend rate in their incomes. Such data are not available."

Considerable assil is provided to the Australian:film industry. There was a de-
duction of 150 per cent of capital invested in a qualifying Australian film and an exemp-
tion of net receipts from the film of up to 50 per cent of the taxpayer’s capital invest-
ment in films the production of which was contracted for between 1 October 1980 and
23 August 1983, From 24 August 1983, the deduction and exemption limits are 123 and
33 per cent respectively. The estimated revenue forgone is $28m.in 1982-83 and $49m:
in 1983-84.

! ltis possible, however, to illustrate by means of examples the upcm(um of the trend effect, Thus‘ ataxpayer witha
tuxuble income of $15 000 in 1983-84 would bear tux of $3121.50if he were ot eligible for averaging. A primary

producer on the same current income would have an average income of $13 638 if his income had been increasing:

by 5 per cent per annum over the preceding four-years, H|s average rate of tax would be 19.892 per cent and his tax
would be $2983.83, i.c., despite the lack of ion in his income, the i would save him $137.67
of tax. If the upward trend rate in his income were 7.5 per cent per annum the tax saving would be $206.11 and if
thetrend rute were 10 per cent per annum the tax saving would be $274,38,
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Venture capital ii it is assisted by accel d write-off provisions applicable
to certain expenditure by taxpayers on scientific research relating to their businesses, In
addition, the Government don14S ber 1983 its decision fo

the development of a venture capital market by allowing. cquity subscriptions to h-
censed Management and Investment Companies (MICs) a 100 per cent income tax de-
duction in the year the subscriptions are made. The role of the MICs is to provide man-
agement advice and support and equity and loan funding to certified newer, smaller
businesses which are export oriented, use innovative technology and have potential for
rapid growth, The deduction is subject to ‘claw back’ provisions operating on a sliding
scale if the shares are disposed of, or if the MIC’s licence is revoked, within four years of
the subscription being made. The maximum annual cost to revenue in respect of equity
subscriptions made in a year is set at $20m. On. this basis $50m. of share capital. of li-
censed MICs was approved in 1983-84, Lags between the approval of, and the making
of, subscriptions and lags in taxation procedures. will affect the actual revenue cost in
any particular year.

One third of the amount of calls paid on shares in a company whose principal busi-
ness is afforestation in Australia attracts the following:

 a resident individual is entitled to count the call towards a concessional expendi-
ture rebate of tax at the rate of 30 per cent in respect of this amount (to the
extent that the total of that individual’s concessional expenditure exceeds
$2000); and

o for a company taxpayer, the isan ble deduction in.the year of the
call'(but cannot be carried forward as a section 80 loss).

Category B

Particular difficulty exists in providing estimates of the cost of tax deferral
measures. Tax concessions of a.deferral nature include accelerated depreciation allow-
ances and rapid write-off provisions for the- mining industry and primary producers.
Part of the difficulty with these items.is.that their-costs are spread.over a number of
years whereas tax expenditure estimates relate to single years, Particularly in the case
of accelerated: write-off’ of ‘capitel expenditure, the cost of the.concession may be small
in the first one or two years after its introduction yet may grow substantially in later
years.

A change to more accelernted depreciation involves outright losses of budget rev-
enue, éven thoughtoa taxpayer there may be less tax'on income from the investment in
the carly years and more in the later years. Although the total of the depreciation allow-
ances over the life of the plant will be tlie same with or without accelerated' de-
preciation (generally equal to the difference between the purchase price and sale or
scrap value on disposal), by the time the tax deferred on one investment begins to be
recouped to the revenue there are further deferrals on'later investments by either the.
same. or other taxpayers., The year-by-year revenue forgone depends mainly on the
profile of aggregate investment in plant and'machinery and on the rates of depreciation
before and after the acceleration. Illustrations.of these effects were given-in Appendix
Il to Statement No. 4 in the 1982-83 Budget Paper No. 1.

A range of accelerated depreciation arrang applies. to-plant and equipment.
The arrangements include:
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® new or. second-hand plant ordcred after 19 July 1982, subject to certain. ex-

clusions, is eligible for accel ion-over either 3 or § years, The cost.

to of this me is esti at $100m in 1984-85, rising to approach $2
billion by the end of the 1980s; and

the period of depreciation of certain new primary production plant is:
~ 5 years if contracted for after.30 September 1980 and before 20 July 1982; -
~ 3ycarsif contracted for after 19 July 1982 and before 20 May 1983; and
- Syearsif contracted for after 19°May 1983,
The cost to revenue of these accelerated depreciation arrangements.is estimated
at $175min 1984-85,
Provisions also exist for write-off of capital expenditure by a taxpayer in connection
with scientific research relating to his business, comprising: the deduction over three

years of expenditure on buildings, and depreciation at the rate of 334 per cent prime

cost (50 per cent reducing balance) on plant used solely for the scientific research pur-
poses, Immediate deduction. is allowed. for other capital expenditure on scientific re-
search relating to the business (except expenditure in the:acquisition of rights concern-
ing scientific research).

Depreciation allowances are provided for certain. new income-producing buildings.

[

(or extensions to existing ¢ gs) commenced after 21 August 1979 that are used to
provide short-term dation. for travellers. The allov is 2% per cent per
annum of the construction cost of the building. All new non-residential income-
producing buildings, the construction of which commenced after 19 July 1982, are also
cligible for depreciation at a prime cost rate of 24 per cent. For eligible buildings
commenced after 21 August 1984, the depreciation rate is to be increased to 4 per cent
per annum,

In respect of capital development expenditure in the mining industry, companies
can deduct allowable capital expenditure on the development of a mine property or an
oil field incurred under a contract entered into after 19-July 1982 by reference to the
lesser of the life of the mine or 10-years on a straight line basis, Immediately prior to
that date, a diminishing value basis was used. Under the straight line basis, deductions
are allowed in equal annual instalments over the given reference period; which provides
for total write-off of expenditure over a shorter period for any given rate of write-off
than the diminishing value basis would have provided. For example, the move to the 10
percent.straight line basis means that all expenditure can now be written off over 10
years, as compared to the 65 per cent previously written off in that period. Expenditure
on certain facilities for the transport of minerals is deductible in equal instalments over
cither 10 years or 20 years, at the taxpayer’s option to be exercised with the first claim
for the deduction,

An income tax rebate provision for petroleum exploration and development allows
a company engaged in petroleum exploration and development activities to entitle its
corporate and non-corporate shareholders to a tax rebate of 27 per cent (30 per: cent
beforc I May 1981) for share capital subscribed that is spent on eligible outgoings, if the
company elects to forgo its own right to income tax deductions for the capital expendi-
ture incurred,
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Category C

Py

ions from i tax as a form of industry assist include th ption

of income derived from the production of gold and the exemption of amounts paid to

employers who take on young people under the Commonwealth Rebate for Apprentice

Full-time Training Scheme (CRAFT). The estimated revenue forgone in respect of
exempting gold mining income is $20m in 1982-83 and $35m in 1983.84,

As mentioned under Category A, in addition to the capital investment in an eligible

film attracting 133 per cent deduction, net receipts from the film of up to 33 per cent of
the taxpayer’s capital investment attract an exemption from income tax,
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Attachment
RETIREMENT AND OTHER EMPLOYMENT TERMINATION BENEFITS

and other' termination benefits are types of remuneration
or income which may be saved for a period and-are treated.on a concessional basis.for
tax purposes. To define the nature of, and estimate the cost of, the concéssions available
for retirement and other employment termination benefits, their tax treatment at each
s!ef is compared with the normal treatment of remuneration and savings, which is as
follows:

- remuneration in.respect. of employment is generally deductible to the employer
and fully taxed to the recipient;

~ anaddition to orie’s savings (say a bank deposit, purchase of shares or debentures.
or equity in a dwelling) does not usually attract an exemption or rebate—it

would normally be fi d out of after-tax i 3

~ Investment income on normal savings (interest, dividends, etc.) is taxed as it is
earned; and

~ dissaving of (including interest) lated and already taxed at an

earlier stage is not taxed again.

The. treatment of retirement and other employment termination benefits in
Australia differs from these ‘norms? as follows:

(a) Remuneration to employees in the form of contributions to asuperannuation
fund by the employer is, subject to limits, deductible to the employer but unlike
other forms of remuneration is not taxed at the date of accrual to the em-
ployee, Direct payments. to-employees at or after retirement or termination,
are lly-deductible to the employer but may not be fully taxed to the re-

cipient. Such pay include gratui ‘golden handshiakes’ and promised.

benefits which have not been financed by use of a fund. The taxation treatment
of these payments in the hands of the recipicnt varies considerably. Lump sum
retirement payments paid directly are taxed in the same way as. lump sums
from funds (see below); 5 per cent of any sum in licu of long service leave
accrued before 16 August 1978 is assessable; other lump sums in lieu of long
service leave-and unused recreation leave are taxed at no more than the ‘stan-
dard rate’ (30 per cent); and unfunded pensions are taxed as ordinary income.

(b) Additions to the savings (superannuation contributions) attract certain con-
cessions, When- inade by a self-employed person. or by-an employee not.par-
ticipating in an employer-sponsored fund, contributions up to $1200' per
annum attract a deduction, Further contributions. made by a self-employed
person or an unsupported employee in excess of the limit on deductible contri-
butions, or contributions. made by an employee participating.in an' employer:
sponsored fund, may, up to a limit of $1200 per annum, count towards a rebate
at the.‘standard rate’ of tax on the-excess over $2000 of the individual's total
rebatable expenditures,

(c) The i I carned on contributions by all approved superannu-
ation funds is exempt from tax in the funds® hands.
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(d) Dissaving in the form of lump sums and pensions paid out of money saved in
superannuation funds is taxed in the hands of the recipient whereas with-
drawal of ordinary savings is:not generaily taxed, Lump sums have been taxed
generally as to § per cent of the amount but new rules apply to lump sum

p ion and kindred pay ived after 30 June 1983, Such lump
sums will normally be divided into two parts—a proportion relating to the
period of service prior to 30 June 1983 and the other relating to the periods of
service after that date, The former amount is to continue to be taxed, or to re-
main exempt, under the old rules, The latter amount will be tax free to the
extent that it represents the return of post 30 June 1983 superannuation contri-
butions by individuals which attracted no deduction when made; the remain-
der will gencrally be taxed at special rates. More detail of the new rules is pro-
vided iri Appendix 11 to Statement No. 4.

The. following table shows estimates for 1984-85 of the components of. the con-
cessions and tax treatment of retirement and other employment termination benefits. It
should be noted that the figures are based on available historical data and a number of
assumptions about the future composition and growth of funds, including the not

| her realistic' ption that. the level of savings through the superannuation
mechanism would not be affected by these savings being taxed in the same way as other
savings.

The figures of net f indicate, under the ptions made, how
much greater budget revenue would have been if ti:2 tax rules relating to ordinary in-
come and savings, which are taken as the ‘norm’, were applied instead of the rules re~

lating to the various elements of sup ion taxation ar t
Projected Revenue Forgone Through Reti and Other Employ
Termination Tax Concessions 1984-85
) ‘ Sm
Tux-free treatntent of employer contributions R I R 1500
Deduction of self: d unsuppx P 3 butions . . ., .. .., 80
Rebateonothercontributions . .« « « & & v v v 0 0 v v w e e e e 25(a)
Under-taxutionoffundearnings . . . . . v v o o o 0 00 e 0 e e e 1350
Under-taxutionof‘unfunded’benefils . . . . . . « . . o . . Lo . _
Substotal: . . . ., oL e W e e e e 3000(%)
55t
Taxonfundedpensions . . . . . . . . DRI TVt B BN R 280
Tux on funded lump sums reluted lo periods of service before L July 1983 . . . . . . 60
Tax on funded lump related to periods of serviceafter 30June 1983 . . . . . . . 50
TotalOMsels . . . . v 0 e e e e e e 390
NetRevenue FOrgone  « o v v« v s v w0 v v w u e e e e e e w 2610
{a) Calculated on pro rata bk t as though such, ibutions were the last slice of concessional expenditure

claimed,
() Cost estimated relative 10 income items being fully taxable in'the hands of the fund members,
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APPENDIX II TO STATEMENT NO. 4.

CRUDE OIL AND LIQUEFIED PETROLEUM GAS: PRICING AND LEVY
ARRANGEMENTS

This Appendix summarises changes since the last Budget in the pricing and excise
levy arrangements for locally produced crude oil and LPG.

CRUDE OIL
(a}: Import Parity Pricing

Determination of import parity prices (IPP) for domestic production is based on
the official price of the ‘marker” crude oil (Arabian Light) adjusted to reflect quality
differentials, freight to the.refinery port nearest each production area, insurance and
evaporation loss, and converted to Australian dollars, with further adjustments to allow
for wharfage costs and, in the case of Bass Strait crude, for coastal freight costs. Aus-
tralian refiners pay the resultant import parity prices to producers who in turn pay
excise to the Commonwealth,

In d with:the current practice of half yearly adjustments to import parity
prices, the Minister for Resources and Energy announced on 19 December 1983 the im-
port parity prices to apply from 1 January 1984. The Bass Strait price was reduced from
$36.53 to $34.68, reflecting movements in the SUS/SA exchange rate and changes in
some other components of the import parity price.

On 27 June 1984 the Minister for Reso and Energy ed new import
parity prices to apply. from 1 July 1984, The Bass Strait IPP was set at $35.36 per barrel,
the increase mainly reflecting the decline in the value of the $A relative to the $US
since December 1983..

Official prices of Arabian Light crude and the import parity prices for Bass Strait
crude over the past three years are shown below.

Arabian Bass
Light Strait

(SUSperbarrel  (SA perbarrel
f.ob. fob.

0.0, .0.D.
Ras Tanura) Westernport)(a)
79

Touly1981 . v o v v o v e s e e v s . 32,00 3
Planuary 1982 . . . . . o o s o e e e e 34.00(b) 3225
Tduly1982 .+ v v o v v v v s e e e e e e 34.00 3546(c)
Tdanuary 1983 . . . o . . o 0 0 e e e 34.00 38.69(c)
TAPAIIB . . . . b e e e e e e e 25,00(d) 3690
TJuly 983 . v v v v v s e e e e e 29.00 36.53(e)
Manuary 1984 . o . o . . 0 . 0 v e e e e e 29.00 34.68(1)
Muly984 . L . v o v s e e e e 29.00 © 35.36(c)

{a) Prices (and excise rates) are set in dollars per kitolitre but, for purposes of comparison, are converted todollars
per barrel equivalents.

(5) Increased to SUS34.00 per barrel on 29 October 1981, with effect from 1 Octlober 1981,

(¢) Theseincreases in the import parity price were attributable largely to changes in the SUS/SA exchange rate.

(d) Reduced to $US29.00 per. barre! on 14 March 1983, The price was reduced in two stages; lo SUS30.00 per bar-
rel with effect [rom 1 February 1983 and to $US29.00 per barrel with effect from | March 1983,

(€) This decrease was aitributable to the removal of the ion for credit previ included in
the import parity price determination.

(/) This decrease reflecied movements in the SUS/SA exchange rate and changes in some other components of the
PP since Murch 1983,
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Since 1 July 1983 the Government-determined import parity. price has been cal-
culated on the basis that the crude oil producers allow the refiners 15 days credit. The
option remains, however, for refiners to receive 35 days credit by paying an additional
amount..

From 1 January 1984. refiners have been required to pay a 20 cents per barrel,
‘Coastal Freight Surcharge’ on their liftings of Bass Strait crude oil, Proceeds from this
surcharge are redistributed to the refiners in.proportion to-their costs of transporting
that crude oil. The new arrangements are intended to offset in part the transportation
cost differential faced by refiners relatively remote from Westernport compared. with
Victorian refiners,

(b) Crude Oil Excise

With effect from 1 July 1983 the crude oil excise arrangements applying to pro-
duction of ‘old’ oil (i.e., from fields discovered prior to 18 September 1975) were
simplified to correct a number of anomalies. The excise scale was.restructured so that
increased production. from each prescribed production area (defined'in the Excise By-
laws) attracted progressively higher rates of excise (see below). The excise payments
for all prescribed production areas are determined by applying the excise scale to the
ruling Government-determined import parity price for Bass Strait crude oil.

The Commonwealth Government’s excise ‘take’ from crude oil in 1983-84 was
equivalent to about 71 per cent of the average price of $35.66 per barrel of domesticaily
produced excisable crude oil' (i.e., ‘old’ oil only in that year). The excise ‘take’ in
198384 as a proportion of the average price of all crude (i.c., ‘old’ and ‘new’ oil)
amounted to 61 per cent. (In addition to the excise proceceds—and company tax re-
ceipts— the Commonwealth retains a share of the royalties paid by the producers in re-
spect of their offshore petroleum production. In 1983-84 that share amounted to $85.2
million and is ded in the ‘I Rent and Dividends® category of the receipts
table shown in the body of Statement No, 4.)

On.18 April 1984 the Treasurer and the Minister for Resources and Energy jointly
announced that new taxation arrangements would apply to the petroleum sector from I
July 1984, These arrangements can be summarised as follows:

(i) the present excise arrangements would continue to apply in respect of ‘old’ oil
produced onshore and from existing offshore projects;

(ii). aseparate but very much lower excise scale would apply to ‘new’ oil produced

onshore and from existing projects offshore; and

(iif) offshore petroleum projects which have not yet reached the development stage

(i.c.,. ‘greenfields’ ) would: be. subject: to a rent tax but no
excise or royalty will apply.

The.excise scale to apply to ‘new’ oil production as from 1 July 1984 is set out
below, together with the existing scale applicable to ‘old’ oil:
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Excise Rates
(As pcrcenl of Bass Strait Import i’nnly Price)
*Oid’ Oil{a) ‘New* Oil (b)
Annual Production Range Marginal Average Marginal Average
TR Excise Excise Excise Excise
Megalitres 000 bbl Rate Rate(c) Rate Rale(c)
percent pereent spercent percent
0-50 0-315 . .. .. 0 0 0 0
50-100 315629 .. ... 5 2.50 0 0
100-200 629-1259 . . . . . 15 8.75 [ 0
200-300 1259-1888 . . . . . 20 12.50 1] 0
300-400 1888-2517 . . . . . 40 19,38 0 0
400- 500 517-3 146 . 0 29.50 Q e
500-600 3146-3776 . . . . . 80 37.92 I 1.67
600-700 3776-4405 . . . . . 87 44,93 20 .29
700-800 4405-5034 . . . . 87 50.19 30 7.50
800+ S04+ L. ... . 87 na, 35 na.
953 6000(d) . . . . . . 87 56.10. 35 1192
3973 25 000{’3 ...... L 79.59 35 29.46
(a) ‘Otd’ oil'is oil di before 18 ber 1975. *0ld’ oil prescribed p ian areas are identified in
Excise By-law97,
(b} ‘New' oul is oil pmduoed from nnlurnlly ing discrete onorafter I8
1975 *New' oil identified in Excise By law 99,
() A theto “ e, L :
(d) 6 million barrelsand 25 mI"lOlI barrels have been sclected for purposss.

As the table shows, the scale applicable to ‘new’ oil is-very concessional relative to
that for ‘old’ cil, “New’ oil areas producing less than 500 megalitres a year will continue
tobe exempt from excise altogether. For other areas, the marginal (and average) rates
of excise are substantially lower than those applicable to ‘old’ oil. For example, for
areas producing 6 million barrels of oil per annum, the average ‘take’ under the ‘old" oil
excise scale would be 56 per cent as compared with 12 per cent under the ‘new’ oil scale.
For an area producing 25 million barrels per annum, the equivalent percentages are ap-
proximately 80 per cent and 30 per cent.

The lower rates applicable to ‘new’ oil reflect the Government’s view that, while
producers of ‘new’ oil could not rcahsncally expect to remain exempt from some form
of secondary taxation, it was important, in the interests of maintaining exploration ac-
tivity; that such taxation be set at relatively modest rates.

{c) Review of the Crude Oil Allocation Scheme

The Crude Oil Allocation. Scheme, which has operated since 1970 with minor
changes over the intervening period, allocates Australian crude oil to Australian re-
finers in. proportion to their share of the petroleum products market, The Scheme was
fast reviewed in 1980 when the previous Government decided on its continuation until

31 December 1984. On 28 February 1984 the Minister for Resources and Energy an~

nounced that the Government had commenced a major. review of the Scheme and the
associated import parity pricing policy to determine the arrangements to apply after 31
December 1984,

(d) Crude Oil Absorption and Exports

Announcements were made in August 1983 of the Government’s decision to permit.

the export, for ‘spot’ sale in 1983-84, of ‘new” oil produced from:the Fortescue reservoir
(in Bass Strait) which was in excess of 18 million barrels, together with Bass Strait ‘old’
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oil surplus to domestic refiners’ requirements above 385,000 barrels a day (385 kbd).
Specific Government approval was required for each export proposal,

In support of its absorption targets, the Government, in 1983-84, introduced legis-
lation-which provides authority for the imposition of a duty on imports of certain crude
oils, should the imposition of the duty prove necessary to discourage importing which is
occurring at the expense of liftings of indigenous crude oil,

On 20 Junc 1984 the Minister for Resources and Energy announced that for the
period 1 July 1984 to 31 December 1984, rcﬁners/markclers would continue to be
required to absorb crude oil from Bass Strait at a minimum rate of 385 kbd, together”
with all other indigenous crude oil production. It was d also that Bass Strait
producers would continue to be permitted to export crude oil which is surplus to dom-
estic requirements, and that revised arrangements would be introduced to facilitate the
forward. planning of export sales and the prospects of achieving improved export
returns,

The Bass Strait producers have been given ‘in-principle’ forward approval to export
a proportion-of the estimated. surplus of production from 1 July 1984, Forward ap-
provals are granted, in principle, on a rolling three month basis. The rate of surplus pro-
duction subject to these approvals has been set at 25 kbd. Approvals for export of any
surplus of Bass Strait crude oil'above that rate remain on a cargo-by-cargo basis. Prior
Ministerial approval for all exports continues to be required.

One modification that the Government has introduced as a condition of continued
endorsement. of exports is that, as a first priority, ‘old’ oil from Bass Strait must be
directed to the domestic market where it is subject to import parity pricing and contrib-
utes fully to Government revenue. ‘New’ oil' will be directed. to exports as a result of
this,

Notwithstanding the improved export marketing arrangements, thé current outlook
is such that export returns are likely to remain below domestic prices and, with ‘new’ oil
now excisable, the Government has agreed to continue to allow rebates of levy when'
export.returns are below the import parity price. As all approved exports of crude oil
after'1 July will be regarded, for the purpose of calculating the rebate, as ‘new’ oil, the
rebate on exports from 1 July will be caleulated at 35 per cent (the marginal rate of levy
on ‘new’ oil) of the difference between the ruling import parity price and the effective
f.0.b price realised by each exporter.

LIQUEFIED PETROLEUM GAS (LPG).

On 24 March 1984 the Minister for Re: and Energy d ct to
the LPG pricingand subsidy arrangements which had been in force since 1980,

Under the new arrangements the basic wholesale price for ex-refinery and naturally
occurring LPG has been st at the export parity price for Bass Strait propane ruling on
I March 1984 (§244.75 a tonne). Thereafter, the price of LPG will be adjusted, on 1
October and 1 April each year, on the basis of the average of the monthly.export parity
prices from 1 April 1984 to the month preceding the new price determination date.
Future increases in the wholesale price of LPG, however, will not be pcrmltted to
exceed increases in the fuel and light component of the CPI for the latest six month
period prior to the adjustment date,
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Prices determined in.accordance with these arrangements will apply to traditional
domestic, industrial and commercial users, as-well as to automotive consumers, Prices
for petrochemtcal and other users will continue to be determined on the basis of com-
mercial negotiations with the prodi

Since 1980, traditional users of LPG had benefited from a subsidy of $80 a tonne.
From 28 March 1984 the rate of subsidy has been $20.31 a tonne; this was calculated by
subtracting from the then determined wholesale price of $244,75 a tonne the existing
subsidised price of $224.44 a tonne, In' subseq) periods, the subsidy will be. cal-

* culated by deducting from the wholesale LPG price determined at the timc, the former
subsidised price of $224.44 a tonne escalated in d: with i in the fuet
and light component of the CPI for the latest available six month period prior to the
adjustment date. The subsidy continues to be payable under the same eligibility and
other conditions as previously,

The new pricing and subsidy determinations are to operate for a period of three
years when they will be subject to further review.

Producers of naturally occurring LPG from fields in production prior to' 17 August
1977 pay excise at a rate equivalent to 60 per cent of the excess of the weighted average
of domestic and export prices over $147 per tonne, Naturally occurring LPG produced
from fields brought into production on or after 17 August 1977 are free of excise. On 27
June 1984 the Minister for. Resources and Energy announced that from 1 July 1984 the
LPG excise rate would be reduced by $12,27 per kilolitre to $36.96 per kilolitre (that is,
by $22.77 per tonne to $68.61 per tonne). Future adjustments to the LPG excise rate
will be made on. I April and 1 October cach year along with adjustments to the LPG
price and subsidy.

The domestic wholesale prices, excise rates and returns to producers from domestic

sales of ‘naturally occurring LPG from 1 July 1983 to 30 September 1984 are shown
below.

Wholesale Return to

Price(a) Excise(h)  Producers(c)

pertonne pertonne per tonne

S

From1.7.731031,12.83 30444 9046 21398
From1.1.841027.384 . 304.44 91.38 213.06
From 28.3.8410 30.6.84' . 244.75 9.38 15337
From 1,7.8410 30.9.84 244.75 68,61 176,14

(@) Wholesale prices for Bass Strait propane at Long, Island.Point. The prices charged to households, non-profit
residentiul {nstitutions, schools and commerciat consumers in areas where natural gas is nol readily available are
reduced bythe subsldy myable by the Commonweallh undes the formula outlined above..

(b) of levy rates, which arc set in dollars per kilolitre.

(¢} Produerer relurns for LPG produced from fields brought into production on or nl‘lcr 17 August 1977 are

excise-(ree,
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APPENDIX III TO STATEMENT NO. 4

TAXATION OF LUMP SUM SUPERANNUATION AND KINDRED
BENEFITS

This Appendix sets out the main featum of the new arrangements for the taxation
of lump sum superannuation and. kind in the 7, Tax
Assessment Amendment Act (No. 3) 1984, which was passed by Parliament in the
Autumn sittings.

Prior to these changes, an inequity existed: between taxpayers who received re-
muneration in the form of normal income (e.g. wages, salary or pension) and those who
received it in the form of a lump sum payment. (c.g. severance pay or superannuation
lump sum). Normal income was (and is) fully subject to tax, while most classes of lump
sum payments were largely exempt from tax.

Only 5 per cent of the amount of a lump sum payment was generally assessable for
tax purposes, This meant that at a maximum—where someone was being taxed at the
top marginal rate of 60 cents in the dollar—the amount of tax paid on a lump sum
would equal only three per cent of the total payment (i.c. of a lump sum.of $100 000,
$5000 of it would be taxable at a rate of 60 cents in the dollar, so the tax would be
$3000). This treatment. d tax avoid: ar whereby part of an
employee’s pay was deferred so astobe takenina largely tax-free lump sum at the end
of his or her employment in a particular job,

This differential tax treatment was. recognised as unfair and anomalous by a suc-
cession of Committees of Inquiry—the Asprey Taxation Review Committee. (1975),
the Hancock Superannuation Committee (1977) and the Campbell Committee of In-
quiry into the Australian Financial System (1981). A line of thought common to all of
them was that, while taxpayers should retain the option of taking a lump sum on retire-
ment, the taxation system should not provide an incentive for taking retirement benefits
in lump sum form rather than as a pension. In other words, the tax system should.
neither encourage nor discourage people to choose a lump sum ahead of a pension. The
new arrangements recognise this principle.

The tax treatment of pensions is, of course, the same as the treatment of other forms
of income, such as wages and salanes 1t is the treatment of lump sum payments that
had been i ion benefits received by employees are a form of re-

ion which is availabl only to some bers of the work force, The changes to

the taxation treatment of lump sum payments are designed to tax. that form of re-

on & basis i with other forms of remuneration. A gen-

cral principle.that has guided the formulation of the new arrangements is that income
should be taxed once and only once.
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DESCRIPTION OF SCHEME
1 TYPES OF LUMP SUM SUBJECT TO NEW ARRANGEMENTS

Subject to the exceptions noted below, the new tax rules apply to:

& those lump sum retirement and kindred payments which were assessable as to
only 5 per cent of the amount paid. This category includes lump sum payments

from sup ion funds on reti through age or invalidity or on earlier
cessation of employ 3 ‘golden handshakes’ and other’
contractual terminati in ficu of unused sick leavc; and

amounts paid as compensauon for 1oss of office or employment;

certain other lump sums, which have their origin in untaxed remuneration or
other income, but which. under the previous Jaw were not taxed at all. This
category includes amounts received in full or partial commutation of 'a pension
and most classes of annuity; payment of the residual capital value of pensions or
such annuities; distributions from a superannuation fund during an employee’s
service that are made in accordance with fund rules; and termination payments
made by two or more instalments; and

payments from approved deposit funds. (These funds can be set up as part of the
new taxation arrangements.)

The changes do not apply to capital sums paid under covenants in restraint of trade.

oras p ion for loss of i .through ¢ ! injury, which remain exempt
from tax. A ' received on. reti or termination of employment in lieu of
annual leave or long service leave remain subject to the existing law, which already
taxes them at the ‘standard’ rate (currently 30 per cent).

Special rules apply to;

- bona fide redundancy payments and payments under approved carly retirement
schemes;

- certain classes of death benefit; and

- disability benefits.

(i) Bona Fide Redundancy Payments and Payments under Approved Early
Retirement Schemes

A principal requlrement in determmmg whether a payment is & bona' fide
redundancy payment is that the lump sum is paid to a person whose employment has
been prematurely brought to an end because the requirements of the employer to have
employees carry out work of a particular kind or in a particular place have ceased or
diminished or are expected to cease or diminish and that there is no arrangement for the
re-employment of the person.

Approved early retirement schemes cover other situations where employees may
retire early. These sch must g lly be approved by the C issil of
‘Taxation before any payments are made under the scheme,

The law requires an approved scheme to offer to all employees, or to all employees
of a particular age group, general trade classification or skill, the opportunity to accept
a termination of employment which is earlier than the normal retirement age for the
employees to which the scheme relates in the industry of the employer. An approved
scheme must be introduced with a view to the rationalisation or reorganisation of the
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employer’s business operations, such as a change in the location of the business or the
nature of the workforce of the employer.

A lump sum qualifies for concessional treatment as a bona fide redundancy
pay orap under asi app d early reti h to the extent that it
exceeds the amount that the person would have received if he or she had resigned on the
date of termination of employ . These in excess of rcsxgnatlon benefits
remain subject to the old law under which 5 per cent of the amount is included in
assessable income.

The foregoing treatment does not apply where, because of the nature of the work
involved, a person merely retires at a reticement age which is normal for a particular
occupation but which is earlier. than that for the work force generally, For example,
where an occupation provides for. normal or compulsory retirement at, say, age 35 or
45, the concession does not apply. Nor does the concession apply where the redundancy
or early retirement occurs after the age at which the person could have retired on

of having reached reti age.
Some employers provide lump sum pay in lieu of lated unused sick
leave only in redundancy or early reti situations. Other employers also provide

benefits of this kind upon resignation or normal retirement. In these latter cases such
lump sums taken on resignation or normal retirement are taxable under the new
arrangements, However, in situations of bona. fide redundancy or approved early
retirement the new tax rules do not apply to the excess of the actual payment for
accumulated sick leave over that payable on resignation.

(ii) Death Benefits

Certain lump sum payments made upon the death.of a person are exempt from the
new taxation arrangements, The death-benefit exemption applies to the following cases
of lump sum payments to the spouse, children or other dependants of the deceased
person: lump sum payments from a superannuation fund; lump sum gratuities paid by
employers; and withdrawals of deposits in approved deposit. funds. Payments of these
Kinds to the estate of the deceased person that benefit the spouse, children or other
dependants of the deceased’ person.are: -also wnhm the exemption. The exemption-does
not extend to the ion. of pensions and annuities or to the
residual capnal values of superannuanon pensxons and- annuities. The basis for this
distinction is a desire not to. encourage through the tax system the conversion of
retirement income streams into capital amounts. The rationale for the death-benefit
exemptxon isa concern to allevnate the possibility of financial hardship for those persons

dq.

per upon thed d person.

(iiiy Disability Benefits

The new arrangements apply to lump sum disability benefits paid by a
superannuation fund and in certain other circumstances. However, a special provision
operates which-excludes from them that part.of a lump sum disability payment which
relates to the individual’s notional or unserved period of service between the date of his
invalidity retirement and the date of his normal retirement age,

For example, consider. an individual who has been in his or her employer’s. service
for 5 years as at 30 June 1983, and is ‘invalided out’ 5 years.after that date, having 20
years to serve until normal retirement at that time. Without a special provision, 5/10 of
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the lump sum. would, under the before/after formula (sce below), be taxed under the
old arrangements (i.c., subject to tax on 5 per cent of the amount). Under the special
provision,

5+20

10 + 20

or 25/30 of the lump sum is taxed under the old provisions and only 5/30.is subject to
the new provisions,

Under this arrangement the amount of tax paid is related to the number of years
that at the time of his or her disability an employee has to serve until normal retirement
age. People who on disability grounds retire a number of years earlier than normal (and
who would be more likely to have heavy family and other financial responsibilities) will
pay considerably less tax than those in receipt of the same lump sum amount but close
to normal retirement.

I1. TRANSITIONAL ARRANGEMENTS

There is no element of retrospectivity in the new measures. In particular, there is no
diminution by virtue of the new tax arrangements of any benefit relating, to
employment before 1 July 1983, Under the transitional arrangements, lump sums or
parts thereof in respect of service before 30 June 1983 remain taxable under the old
rules (principally the 5 per cent basis) and only the component in respect. of service
after 30 June 1983 is subject to the new rules,”

Before/After Formula

The basic rule for apportionment of a lump sum into its ‘before 30 June 1983’ and
‘after 30 June 1983’ components is to divide it pro rata according to the period of before
and after 30 June 1983 employment to which the lump sum relates. For instance,
consider an'individual who had been an employee for 20 years as at 30 Junc: 1983, and
who retired 10 years after that date with a lump sum of $30 000. Then, two-thirds, or
$20 000, is taxed under the previous system. (i.e., only 5 per cent, or. $1000, would be
included inassessable income), The remaining one-third or $10 000 would be subject to
tax under the new system. (In many cases, not all of this $10 000 would, in fact, be
taxed because of the exemption for employee contributions—see below.)

The period of total employment may also include a period of membership of a
non-employer supported fund where there has been a transfer of accruing benefits

between superannuation funds of different kinds. The: period of post-30 June 1983

service includes any period during which moneys are held in an approved deposit fund,

In general, where, either in the past or the future, an.employee has fully preserved
his entitlements-to lump sums when changing jobs or when-moving from one fund to
another, periods of employment (or, where appropriate, membership of a fund).and
lump sums are both aggregated when applying the before/after formula, Where none of
the lump sum has been preserved, there is no aggregation of cither the amount of that
lump sum or the period:to which it relates, Where only a portion, of the benefit is
transferred to a new superannuation fund or an approved deposit fund, for the
purposes of the before/after formula there is a pro rata adjustment to the period of any
pre-30 June 1983 service or membership according to the proportion of the ‘before 30
June 1983’ component of the lump sum rolled over,
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Il RATES.OF TAX
Exemption for Employee Contributi

In many circumstances, only part of a post-30 June 1983 lump sum relating to a
period of service after that date will be subject to tax. This is because the portion of a
lump sum representing the return of superannuation contributions made after 30 June
1983 by an employee is exempt from tax. For instance, if, in the previous example,
$2500 of the amount of $10 000 which related to a period of service after 30 June 1983
represented the return of contributions, only $7500 of this amount would be subject to
tax under the new arrangements,

The reason for providing these jons.is to p double taxation. Under
current arrangemenu most employm do not receive an effective taxation deduction or
rebate for their contributions. to thzir employer’s superannuation fund, so that such
contributions effectively have borne tax before being paid into the fund. It would not
therefore be equitable to tax these contributions again when they are received as part of
an individual’s lump sum benefit. There is no such exemption, however, for the. first
$1200 of superannuatlon contnbutlonx made by self-employed persons and employees
covered by a h These. contributions are allowed as a
taxation deduction under a lpeclul measure introduced in 1980-81 so that.they do-not
bear tax before being paid into a superannuation fund. It is appropriate, therefore, that
they bear tax when paid out as part of a lump sum benefit.

Tax Rates

In determining the tax rates to be applied to amounts subject to the new rules, any
lump sum to which the new arrangements apply is divided into four parts:
o the part relating to service before 30 June 1983 is taxed . under the old 5 per cent
rules;
o the amount of employee contributions after 30 June 1983 which has not attracted
a tax deduction is tax exempt;
® any ‘special’ components of the lump sum (i.e. the amount. of any bona. fide re-
dundancy payment, payment under an approved carly retirement scheme or dis-
ability benefit) are taxed at the old 5 per cent rules; and.
¢ the remainder of the ‘after 30 June 1983’ component is fully taxable under the
new rates. This category comprises:.
-~ amounts received prior to age 55, which are taxed at a flat rate of 30 per cent;
— amounts received at age 55 or later, of which the first $50 000 is.taxed at 15
per cent, and any excess above $50 000 at a rate of 30 per cent. The amount
subject to tax at the lower rate will be subject to periodic review.

Thus, if the fully assessable amount of a lump sum was the $7500 amount as in the
previous.examplé, then 30 per cent of it or $2250 is taken in tax if the lump sum is
received before age 55; if received at or after age 55, then 15 per cent or $1125'is taken
intax.

'
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IV ROLL-OVER ARRANGEMENTS FOR LUMP SUM PAYMENTS

In order to encourage the use of lump sum benefits to secure an income in refire-

ment, such benefits are exempt from tax entirely if, within a short period of time after
their receipt, they are:

® converted into an income stream in the form of an annuity; or

¢ rolled over into another sup ion fund or an approved deposit furid (these
being forms of saving designed especially for the provision of retirement income).

Individuals have a maximum of 90 days after. reccxvmg their lump sum to declde,

whether to roll over part or all of it.in an app: Under transitional ar-
rangements, however, any payment received between: I July 1983 and' 25 June 1984
(the date of Royal Assent) can be rolied over up to 23 September1984,

Annuities

An annuity is an asset which provides a series of income payments'and which can be
purchased with a lump sum. All classes of annuity are eligible.for the roil over of an
otherwise fully taxable lump sum, provided only that the annuity is for the benefit of
the taxpayer. This includes annuities which provide reversionary benefits to a spouse or
dependants in the event of the taxpayer’s death. Individuals therefore have great flexi-
bility in the types of annuity into which lump sums.can-be converted, The double tax-
ation of income that has applied to the income provided by most annuities has been re-
moved, where annuities are used for retirement income purposes. In particular, the
investment income associated with the issue of current annuities, deferred superannu-
ation annuities and deferred annuities purchased with a rolled over lump sum is tax
free. This ensures that such income is taxed only once.

Annuities currently may be issued by life companies registered under the Life In-
surance Act and by State Government Insurance Offices. Annuities also may be issued
by trade unions, friendly societies and. associations of employees registered under-the
Cormllanon and Arbilmtion Act (although their issue of annuities is restricted to their

or dants), With a.view to amehoratmg possible impediments
to the supply of annumes, the Government has initiated.a review, to be completed by
30 September 1984, of the scope for wider participation in.the issue of annuities..

The annuity payments which an individual receives after converting his lump sum s
a mixture of two clements—part represents the return.of the lump sum to the individ-
ual, while the balance represents investment income earned on the lump sum by the in-
stitution providing the annuity. The latter part of the payment of an annuity is assess-
able for income tax purposes. The former part is assessable only to the extent that the
lump sum concerned would have been subject to tax in full, had it not'been rotled over

into a pension or ity. For instance, in the main example used previously, the indi-
vidual received a lump sum of $30 000. only $7500 of which was fully assessable bc-
cause of the transitional provisions which operate and b ‘of the tax i

provided for the return of non-dcductlble employee contributions, If that individual de-
cided to convert his full lump sum of $30 000 into an annuity, then $22 500 would.not
be subject to tax (i.e., only $7500 of the total return-of-capital component of $30 000
would be taxed),

In order to encourage individuals to save for retirement, an individual is not taxed
on a lump sum payment that he or she receives on termination of employment, if
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(within the same time frame as for annuity and pension conversions) he or she transfers
these monies into another superannuation fund or an approved deposit fund.
Approved Deposit Funds

The new legislation provides for the establishment of approved deposit funds
(ADFs) to provide choice to the recipient of a lump sum who is less than 65 years of age

(especially where no new' employer-sp ion fund is available). for
the purpose of freeing part or all of the lump sum. from tax at the ume of receipt, ADFs
can receive lump sum payments d by the new arrang ts for this purpose and

therefore represent a major institutional innovation towards the portability of occu-
pational superannuation benefits,

The investment income-of ADFs, like that of approved classes of superannuation-
fund, is tax free. This tax exemption is not conditional on compliance with a 30/20 re-
quirement. Withdrawals may be made by the depositor at any time. Withdrawals, how-
ever, must be completed by the time a depositor attains age 65.

To petition: in the provision of ADF facilities, a: wide range of insti-
tutions is chgble to establish ADFs. Thcse include banks, life insurance companies,
trade unions, employ iation g societies, credit unions, friendly or benefit
societies, ﬁnance compames, money market corporations and trustee.companies. The
ar ts provide a fi k for prescription by regulation of other institutions
or classes of institution and these will be considered. by the Government on a case-by-

case basis.

V CHANGES TO THE TAXATION TREATMENT OF SUPERANNUATION
FUNDS

The investment income of most classes of sup ion fund (including the
traditional employer sponsored funds provided for the benefit of employees) has been
exempt from taxation, The exceptions were section 79 funds (which may be established
by employees, self-employed persons or employers for the benefit of employees) and
section 121DA (non-approved) funds. The increased taxation of end-benefits in the
hands of recipients could have meant that the total tax burden borne by members of
taxed funds would have become unduly high. For this reason, the penalty tax rate on
the income of those funds formerly taxable under section 121DA that satisfy conditions
set out in the new section 121DAB is reduced from 60 per cent to 46 per cent. Similarly,
the investment income of section 79 funds (now section 23FB funds) has been
exempted from taxation.

Section 79 required that benefits generally not be paid before the fund member’s
60th birthday. The same requirement has been adopted by the Commissioner of Tax-
ation in administrative rulings in relation to benefits paid by certain other funds. The
catliest age at which benefits may be paid has been reduced in section 23FB from age 60

to age 55, consi with y ity standards as to the earliest age for

reticement and asreflected in the Government’s decision that the earliest quahfy:ng age

for the ional 15 per cent ion rate under the new lump sum measures is 55.
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MEDICARE LEVY

‘The Medicare levy is imposed on total taxable income as the levy is designed to fund
the Medicare arrangements on the basis of capacity to pay. Under the old tax arrange-
ments for lump sum payments, the proportion of the payment which was assessable (5

per cent) was always included in taxable income, along with other payments of a non-

recurrent nature such as taxable profits on the sale of property and lump sum payments
in lieu of long service leave accrued after 15 August 1978. Lump sum payments taxed
under the new arrangements will similarly be included in taxable income and thercfore
subject to the levy.
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STATEMENT NO. 5—BUDGET OUTCOME, 1983-84

This Statenent compares the 1983-84 Budget outcome with that of 1982-83 and
with the 1983.84 Budget estimates, and’ discusses the major variations between the
latter and the outcome for 1983-84. It also provides details on the financing of the
1983-84 Budget deficit.

SUMMARY

The aggregate budget details are summarised in the following table:

1982-83 1983-84 Changein 1983-84 Actual
Over

Budget 1982-83 Over 1983-84
Actual Estimate Actual Actual Budget Estimate
$m $m $m % Sm %
Outlays . . . . , 48935 56 590 56570 +15.6 -~ 20 ..
Rectipts . . . . 44462 48 229 48 610 + 93 +381 +0.8

Deficit . ., . ., 4473 8361 7961 =401

NOTE:~The bud;et results for 1982-83 and the esumnles for 1983-84 differ from those shown in the 1983-84
Budgel because of chan; in the 1984-85 Budget. Details: of the

changes are provided in the Appendix to Budgel Paper No, 1. The most significant change is that the

revenue from sale of existing assels hls been tramferrcd from rewpu to the relevant functions in outlays

to accord with current ond A tian Bureau of Statistics practice,

T he' revised outcome for {98384 also differs. from that advised in the Government's Statement of
FmancmlT for I983-84xssucdon ls.luly l984forlhesamcreason

('l”L { pplics to the other tat d within thi )

The main features of the'1983-84 Budget outcome were as follows:

o the deficit of $7961m was $401m lower than that forecast at budget time, an
outcome which mainly resulted from higher receipts; outlays were only slightly
below the budget estimate;

» total outlays were $56 570m, representing an increase over 1982-83 of 15.6% or
about 7.7% in real terms, and an increase as a proportion of GDP from an
estimated 29.9% in 1982-83 to an estimated 30.5% in 1983-84;

 the 1983-84 outlays outcome was below (by $20m) the budget estimate, for the
first time since 1976-77 (see' Appendix 1 to this St for a comparison. of
estimates and outcomes for the past ten years);

o the small under-expenditure for 1983-84 was the net outcome of large variations
from budget estimates in a number of functions and programs, In particular, the
ial und ding on ploy benefits following the strong
improvement in labour market conditions, was more than offset by increased
outlays on housing, defence, health and public debt interest;

« total receipts exceeded the budget estimate by $381m, or 0.8%, and were 9.3%
higher than in 1982:83;

# the higher receipt. than esti d at budget time reflected a number of
partly offsetting factors. Stronger than. anticipated growth in economic activity
during the.year contributed to higher than expected receipts from sales tax and
customs duty on imports ($186m and $206m respectively), However, lower than.
expected growth in average wage and salary incomes, achieved in the context of
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the Accord, more than offset the effect of higher employment. growth on gross
pay-as-you-carn (PAYE) collections;
 company and provisional tax collections were significantly higher than expected
($238m and' $323m mpccuvely) partly reflecting higher growth in 1982.83
ble i than estii d at budget time; and
* a number of more specific factors contributed to higher than expected receipts
from the crude oil and liquefied petroleum gas (LPG) levies ($179m), and lower

than expected receipts from the new Prescribed Payments System (—~$249m) and
from the traditional excises (—$291m).

BUDGET OUTLAYS BY FUNCTION

The table below provides comparisons of the outlays data stiown above by function.

Then follows comments on significant differences between the budget estimates and.

actual outlays for 1983-84.

1982-83 1983-84 Changein 1983-84 Actual
Over
Budget 1982-83 Over 1983-84
Actual Estimate  Actual  Actual Budget Estimate
m $m Sm % $m. %
LoDefence . . . .. ... .., 4782 5280 5383 +12.6 +103 4+ 19
2, Education . . . . . ., . ... 3716 4117 4085 + 99 -3 - 08
3 Health . . ... .. ..., 3425 4295 4411 +288 +16  + 27
4, SociulSecurityandWelfare . , . . 14112 16845 16438 +16.5 —407 — 24
S Housing .. . . . ... .., 40 910 1034 +39.8 +124 + 136
6. Urban and Regional Development necand’
the Environment . ., , ., . 98 12 108 +10.1 ~ 12 =10l
7. Cultureand Recreation- , . . . , ., 522 597 612 +17.3 +15 4+ 25
8., Economic Services—
A, Transport and Communication . . 1767 1689 1738 =200 +42 + 25
8. WnlerSupply.El:cmcuyandcns . 103 89 97 - 6.0 + 7 + 80
C. lnduslry Assistance and Develop-
.......... 1109 1077 1015 - 85 —6 - 58
D.. LnbournndEmpIuymenl PR 685 114 1145 +67.2 4+ 31 + 28
E. Other EconomicServices . . . . 98 101 108, + 92 + 7 + 67
Total EconomicServices . . .. 3762 4070 4095 + 89 + 2. + 06
9. General Public Services— -
A, LegislativeServices . ., ., , 198. 223 200 408 -2 ~ 103
B. Law‘OrdcrnndPubthﬂI'cly - 320 376 37 +174 o= 01
C, Foreign Affairsand Overseas Aid: 1045 1180 1160 +I1L) -2 = 17
D, GencralandScncnuﬁcResearchnec 437 437 453+ 38 +16 4+ 38
E. Administrative Services . . 1409 1641, 1631 +15.7 - 10 —= 06
Tow) General PublicServices . 3409 3858 3820 21 -3 - W

10. Not Allocated to Function—
A. Payments to or for the States, the NT
and Local Government Authorities
.......... 10991 12203 12253 +11.s + 50 4+ 0.
B, Public Debit Interest ~ | [ L | 3318 4133 4330 +282 4196 + 2.:
C. Allowances for Prospective Staff,
Wage and Salary lncruses

(non-Defence) . . . . , , (a) 163 (a) - =163  —1000
Total NotAllocated to Function: 14369 16499 16583  +154 + 84 + 05
TOTAL QUTLAYS . ., , , 48935 5650 56570 +156 - 20

{a) Actual requirements have been allocated to the relevant functions.
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Defence—up $103mor 1.9%

' The increase in this function was primarily the result of non-budgeted payments
($118m) for defence equipment and stores mainly as a result of higher than expected
payments: in 1983-84 for aircraft ($76m) and naval construction ($34m) being
purchased under US Foreign Military Sales arrangements. In addition, the costs of the
Defence. Forces Retirements and Death Benefits schemes were up $8m due mainly to
higher than.expected commutation payments and pensions resulting from greater than
anticipated numbers of separations from the forces. These increases were partly offset
by lower than estimated service and' civilian manpower costs, When the $110m
budgeted allowance for prospective wage and salary increases is taken into.account,
defence. manpower costs. were $32m less than forecast, due in part, to National Wage
Caseii being ded later than expected

Education—down $31m or 0.8%.

Under-cxpenditures decurred in cach of the two main programis within this
function, Expenditure under the Tertiary Education Commission’s programs was down
$29m on. budget estimates due to technical and further education capital program.
payments being less than anticipated (—$17m) b of lower than expected claims
from the States; in addition, recurrent expenditure was less than estimated (—$10m)
principally because. of the later than ariticipated National Wage Case decisions and
lower outlays on supplementnry assistance for superannuatlon An under-expenditure
of $26m also occurred-in the Schools C grams.due to shortfalls under
capital programs, (—$9m) and the schools’ pomon of the Pamclpatnon and Equity
Program (—$8m), and an over-estimation of the y to suppl for
cost increases (—$9m). Offsetting these rediictions were increases of Sl im for schools
in the Australian Capital Territory (primarily asa.result of salary increases, growth in
staff numbers and more rapid progress than anticipated.in the construction of schoot
facilities), and $9m for student assistance and Aboriginal education, principally due to
higher than forecast numbers of beneficiaries and average benefits per student,

Health—up $116mor 2.7%

The major reason for the higher than estimated expenditure for this function wasan
overrun of $84m on payments in respect of hospital services, This was due to a greater
than estimated shift in the number of patieits electing to be treated as. piblic rather
than private patients.in public hospitals under Medicare: (373m), higher than estimated
payments to South Australia and Tasmania under their respective hospital cost-sharing
agreements, which were terminated on 31 January 1984 and replaced by identified'
health grants (paid under ‘Payments to or fof the States’ sub-function) on a siinilar
basis to thosé paid to other States since 1981 ($8m); and higher than expected private
hospital. bed: day subsidies ($4m). Outlays on pharmaceutical services and bénefits
exceeded budget estimates by $21m, due principally to a higher than expected increase
in pensioners’ use of the scheme and'i in chemists’ tation. Expenditure
on hospital services and benefits for and their dependants was. $11m over
budget estimates due inainly to the effect of an increase.in the wage and salary costs of
the repatriation hospital system. In addition, the planned repayment by the Health
Insurance Commission of @ $10m capital advance was deferred. to 1984-85. Partly
offsetting the effects.of these variations was an under-expenditure of $17m on nursing
home benefits reflecting mainly the.effect of lower than expected fee increases duting
the period November 1983 to June 1984,
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Social Security and Welfare—down $407m or 2.4%
The lower than estimated- expenditure for this function principaily reflected a

reduction in ¢ for. ployment benefits which wére $349m below the budget
estimate. This resulted from the strong improvement in labour market conditions in
1983-84 and a consequent reduction in the average number of unemployment
beneficiaries from that estimated at budget time. Outlays on special benefits. were also
down by $15m, largely for similar reasons. Shortfalls occurred in repatriation disability
pensions (—$19m), widows’ pensions' (—$15m) and age.pensions (—$11m), arising
mainly' from lower than expected average payments due to variations in' the

t istics of pensi and beneficiaries, and variations in numbers from. those
projected at budget time. Expenditures for aged persons’ homes and hostels were also
$16m less than expected at budget time, largely reflecting slower progress on building
projects under the program. There were a number of other smaller under-expenditures
in this function including shortfalls of $8m for handicapped persons facilities mainly
due to slower. than expected appointment of staff’ under the program, $8m on family
allo ): largely t the family composition of recipients differed from
that forecast at budget time and $6m under the children's services program, mainly as a
result of lags in bringing new services on stream, Offsetting these under-expenditures

were higher than esti d pay on invalid. pensions and allo , which
exceeded the budget estimate by $38m principally as a result of a significantly larger
than expected i inthe ber of invalid pensioners,

Housing—up $124m or 13.6%

Associated with the very strong recovery experienced in the housing industry in
1983-84, outlays. under assistance to first home owners were almost double the budget
estimate ($242m compared with $122m). The increase reflected a significantly higher
than expected number of eligible first home buyers and far greater numbers than
forecast electing to take the lump sum payment option under the First Home Owners
Scheme. In addition, there was a larger than expected number of applicants under the
now terminated Home Deposit Assist Sch following I of the savings
requirement in the last two months of that scheme. Another factor underlying the
increase in this function was.the decision by the States, after the 1983-84 Budget was

brought down, to nominate $227m of their Loan Council Program advances for public

housing, which was $27m more than estimated. (As the State Government Loan

Council Program is included under ‘Payments to or for the States’, the effect of this was -

to reduce expenditures under that sub-function by $27m and increase outlays under
Housing by the same amount.) Offsetting these increases were lower than expected
expenditures on the Defence: Service Homes Corporation (—$21m), due mainly to
greater than estimated repayments of loans which reduced the requirement for capital
advances.

Urban and Reglonal Development nec and the Environment—down $12mor 10:1%

The shortfall was largely the result of greater than anticipated revenues offsetting
outlays (net decrease in outlays of $19m) from the sale of leases in the ACT as a resuit

of the sale of more blocks and higher sale prices than anticipated-at budget time. Partly

offsetting this was an increase of $6m which reflected the provided to the States
and the Northern Territory for the purpose of urban flood mitigation from the funds
provided under the National Water Resources Program.. Funds for this program were
unable to be allocated to specific functions at budget time and therefore were included
in total under the ‘Industries Assi and Development'sub-function
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Culture.and Recreation—up $15m or 2.5%

Increased payments ($12m) to the ABC were the major cause of this overrun and
werfe mainly attributable to wage and salary increases ($10m) resulting from the
National Wage Case decisions and, to a lesser extent, the reorganisation of production
operations staff and a general staff increase.

Transport and Communication—up $42mor 2.5%

The major overrun for this sub-function occurred in the Australian Bicentennial
Road Development Program (ABRD),. which was $32m over the budget estimate
reflecting that.claims received from the States were greater than expected. A revenue
shortfall (i. a net increase in, outlays) of $24m resulted from the Government's
decision not to proceed with the proposed sale of 49% of the Commonwealth’s equity in
AUSSAT to the private sector, but rather to sell 25% of the equity in AUSSAT to
Telecom instead. The proceeds from this sale are included in the estimates for 1984-85,
These increases. were partly offset by a number of under-expenditures. There was a
shortfall of $11m on'the Acrodrome Local Ownership Plan, primarily due to airport
development and upgrading works being undertaken at a slower rate than expected and
some delays in negotiations with prospective participants in the scheme. Expenditure
on plant and. equipment for aitways and navigation facilities was $9m less than
estimated due to exchange rate fluctuations and'the longer than expected lead times in,
ordering and delivering equipment.

Water Supply, Electricity and Gas—up $Tm or 8.0%

The small overrun in this item was the net result of a number of influences, The
largest of these was a $15m increase over budget estimates as a result of the.allocation
to this function of expenditure under the National Water Resources Program—in this
case for urban water supply. This was partly offset by a shortfall of $4m under financial
assistance for clectricity supply in the Northern Territory, due to delays in construction
of the coal-fired power station. for Darwin and, reductions in the. forecast economic
indices determining the grant towards operational costs. There was also a shortfall of
$3m under the LPG subsidy scheme, reflecting slower than anticipated. payment of
claims by the States and delays in the passage of legislation relating to the extension of
the scheme,

Industry Assi and Develop down $62m or 5.8%:

There were anumber of major variations from budget estimates under this heading,
including the unforeseen repayment in 1983-84 by Queensland of. the International
Monetary Fund moneys on-lent to it under the International Sugar Agreement in
1982-83 (—$37m); lower than estimated expenditure on irrigation and other pastoral
water projects (—$24m), partly reflecting the previously mentioned allocation of
actual expenditure under the National Water Resources Program to other functional
categories and partly because: of under-expenditure on certain projects by State
Governments; reduced payments under Steel. Development Plan, bounties (—$21m),
reflecting the recovery in the steel industry during 1983-84 and a consequent decline in
bounty payments; lower than expected net outlays for wool industry assistance
(—$12m) mainly due to a delay between the collection of the Wool Tax and its
subsequent payment to the Australian Woo] Corporation at the end of the year; and
greater than anticipated p ds from the winding-up of the Christmas Island
Phosphate Commission (net reduction.in outlays of $9m). These decreases were partly
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offset by an increase of $21m in net outlays on meat and livestock inspection services,
due to the non-payment by many meat companies. of livestock slaughter export
inspection charges following the introduction of 50% cost recovery from October 1983;
greater than cstimated outlays under the Petroleum Products Freight Subsidy Scheme
($16m) due to the upturn in the economy; the delay in the sale of the British Phosphate
Commission from 1983-84 to 1984-85 (net increase in outlays of $16m); and the earlier
than expected pay of a capital instal to the Australian Industry Development
Corporation ($12m).

Labour and Employment—up $31m or 2.8%

The increase in this sub-function was mainly attributable to a net overrun.in out-
lays on employment training programs. which in total exceeded budget estimates by
$32m. The major components of this increase. were employment generating programs'
($37m), primarily due to greater than forecast numbers of approvals under the Special
Youth Employment Training Program and the Adult Wage Subsidy Scheme, offset by
the non-introduction of the proposed anate Sector Assmance Program, specnal train-
ing ($20m), due mainly to greater than anticip in. bers in training
programs for Aboriginals.and the. disabled; partly offset by underspending on trade.
training (—$11m), which mainly reflected a stower than expected take-up of the Com-
monwealth Rebate for Apprentice Full-Time Training; and on the Community Em-
ployment Program. (—$15m) because of the slower than expected initial take-up rate
for the now fully operational program. In addition, the recurrent costs of the Depart-
ment of Employment and Industrial Relations exceeded the budget estimate by $12m
reflecting increased salary costs, mainly due to the effect of the National Wage Case de-
cisions and greater levels of program activity. Expenditure on infrastructure support
for the steel regions was down. $9m, as a result of delays in approvals and com-
mencement of some projects. Outlays on the mig isted passage sch were
down $9m, which reflected lower than forecast refugee intakes from new source coun-
tries in Central and South America and consequent lower than estimated occupancy
rates in migrant hostels, and, to a lesser extent, lower fares negotiated with Qantas..

Other Economic Services—up $7m or 6.7%

The small overrun.on budget estimates for this sub-function was mainly due to an
unforescen payment of $4m to the Snowy Mountains Engineering Corporation
(SMEC) for redundancy payments under a plan to improve the operations of SMEC in
response to its recent financial difficulties.

Legislative Services—down $23m or 10.3%

This shortfall resulted from under-expenditure of $28m by the Parliament House
Construction Authority arising from bad weather delaying construction in the first half
of the year and a 14-week industrial dispute in the second half of the year..

Foreign Affairs and Overseas Aid—down $20m or 1.7%

This result was produced by a range of smail under-cxpenditures, the largest. of
which were in the recurrent costs of the overseas operations of the Department of
Foreign Affairs (—$5m), principally because of reduced overseas salaries due to timing
factors and exchange rate fluctuations, and for the Overseas Property Office (—$5m),
due in the main to fe bl 1 rate m In addition, total expenditure
in 1983-84 on the Overseas Aid Program was $909m, $8m lower than estimated at
budget time due to small under-expenditures on a number of aid items.
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General and Scientific Research nec—up $16m or 3.8%

The major cause of the overrun was i d funding for the C Ith
Scientific and Industrial Rescarch Organisation ($15m) duc primarily to the effect of
the National Wage Case decisions on wages and salaries and the introduction of charges
paid to the Department of Housing and Construction for buildings and works (the rev-
enucs for which reduced ‘Administrative Services’ expenditure commensurately).
Administrative Services—down $10m or 0.6%

Under this heading there were shortfalls associated with delays in the availability
and delivery of computers under the Taxation Office’s ADP strategic plan (—$18m)
and the recurrent costs of property management and services (—$7m) due mainly to
slower than expected progress on some proj Partly offsetting these shortfalls were
increases in wage and sa]ary costs due to the effect of National Wage Case decisions and

increases in the administrative votes of the many' departments included under this
function,

Payments to or for the States, the Northern Territory and Local Government
Authorities nec—up $50m or 0.4%

A number of factors combined.to produce the net overrun for this sub-function,
The largest was an increase of $36m the over the budget estimate for payments to Tas-
mania for assistance related to the cessation of the Gordon River Power Development,
Stage II'in South-West T: ia. The i Ited from Governi * *nt decisions
taken'since the 1983-84 Budget to provide an ex gratia payment of $25m and to pay an
initial instalment ($20m) in 1983-84 of the subsidy to be provided by the Common-
wealth in respect of future electricity requirements in Tasmania, offset in part by lower
than expected payments under the Interim Financial Agreement (—$9m). Natural dis-
aster relief payments exceeded budget estimates by $28m due to under-estimation by
the States of the continuing financial effects of past disasters ($14m) and the effects of
new disasters in: 1983-84 for which no provision had been made in the estimates
($14m). There was also an unforeseen payment of $28m to assist Victoria following its
loss of revenue associated with the High Court’s decision in August 1983 to invalidate
pipeline licence fees, and a $9m overrun in identified health grants to the States princi-
pally due'to increases in the.agreed hospital cost-sharing budgets for South Australia
and Tasmania. These increases were offset by a $20m reduction in tax sharing grants to
the States as a result of differences between actual and assumed movements in the Con-
sumer Price Index and between final determinations and projections of State popu-
lations, There: was also & $27m reduction. in. advances under the State Government
Loan Council Program because of the previously mentioned post-budget nomination by
the States of a greater amount of thesc funds for welfare housing than had been
estimated. These expenditures have beenrecorded against the Housing function.

Public Debt Interest—up $196m or 4.8%.
The: increase in public debt interest. reflected the considerably higher than
expected issue of 'debt during the first half of 1983-84 as a.counterpart to the stronger

than expected liquidity growth during that period. See also Financing Transactions
later in this Statement,
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BUDGET OUTLAYS BY ECONOMIC TYPE

The following table compares. the 1983:84 Budget ouicome-with that. for 1982-83 and
with the.1983-84 Budget estimates classified by broad economic type of expcndlture

1982-83 1983-84 Changein 1983»84'Agmal
Over )
Budge! 1982-83 Ovei 1983-84
Actual Esumlle Actual  Actual Budget Estimate
smo sm sm % Sm %
Net Expendilure on Goods and Services—
Defence(a) . .+ - 0 . 0 .. 4432 4891 4989 +126 +9 + 20
Other Current Expenditure . ., 51359 6406 6345  +184 - 68l - 10
Capital Expenditure() . . . . . 598 670 580 — 3 -9 —135
Total . ... 10 389 11967 11.914 +14.7 = 53 ~ 04
Transfer Payments, Grants and Net
dvances— .
To the States, the NT and Local Govern-
ment Authorities . . . . . . . 16419 18709 18754 142+ 45 4+ 02
- Personal Benefit Payments(c) . . . 16233 19395 19033 +172 =362~ 19
InterestPaid . . . . ., . .o 3318 4133 4334 4283 +201 + 49
TeansfersOverseas . . . . . . . 735 7 % + 715 -7 =09
Net Advances (other than to States and .
[ 572 S 608" 455 49 ~318 - 16 — 36
Other(®) .« « « « v v o . 1173 1135 1306 114 +1712 +151
Total ... /56 44624 44856 H+iSS #3334+ 01
TOTAL OUTLAYS ., . , . 48935 "56 590 56570 +156 - .20 e

(a) Excludes. Defence Forces. Retirement and Death Benefits: (DFRDB), paymerits.to the States: for Defence
purposes and acquisitions of land and buildings.
[()) lm:ludes changes in stocks.
E;)) lncllnis unfunded employee reuremenl beneﬁls and D;’RDB payments.
Includes net
(¢) Consists of subsidics, grants for pri pital d net pi T existi

The main areas of variation between 1983-84' Budget estimates and outcome have
been explained in the relevant functions earlier. Followingisa summary by broad econ-
omic type.

Net Expenditure on Goods and Services—

¢ Defence—up $99m or 2.0%

The ovér-expenditure in this category resulted mainly from the. net effect of an
overrun on defence equipment and stores: ($118m) partly offset by an under-
expenditure on defence wage and salary costs (—$32m).

Other Current Expenditure—down $61m or 1.0%

The main cause of the under-expenditure i in this category-was lower than antici-

pated wage and salary costs {—$82m) for the general.non-défénce public service
sector (excluding statutory authorities, government factories and the like),
mainly because the implementation. of the National Wage. Case-increases oc-
curred later than was expected. Offsetting this were small overruns in adminis-
trative expenses ($9m) and other current expenditure ($12m).

Capital Expenditure~—down $90m or 13.5% ’

There were several substantial underspends. in. this category which resulted in
total Government expenditure on capital equipment and facilities in 1983.84
being slightly below the 1982-83 level, The largest under-expenditure was a short-
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fall of $28m on the construction of the new Parliament House; Under-
expenditures also occurred on plant and' equipment for the Taxation Office:
(—$18m) and for the Departments of Social Security (—$7m) and: Aviation
(—$9m), and on. buildings and works for Government. offices and the Depart-
ments of Veterans’ Affairs and Aviation (—$6m, —$4m and —$3m
respectwely)
Transfer Payments, Grants and Net Advances~—
® Tothe States, the Northern Territory and Local Government Authorities—up
$45mor 0.2%
The increase was mainly due to the greater than expected payments to the States
for hospital services under Medlcarc ($73m) and post-budget decisions on ad-
ditional p to T: for assi: related to cessation of the Gordon
River Power Development, Stage II in South-West Tasmania' ($36m) and to
assist Victoria ($28m). following the loss of pipeline royalties, Disaster relief pay-
iments were also up $28m, Offsetting these i ¢s were the unf repay-
ment by Queensland of IMF funds on-lent to it under the International Sugar
Agteement (—$37m), under-expenditures on both the Tertiary Education Com-
mission programs (—$29m) and the.Schools Commission programs (— $26m),
and a reduction of $20m in tax sharing grants to the States,
- Personal Benefit Payments—down $362m o 1.9%
The single most important factor which produced the large. under-expenduure in
‘this category was the $349m reduction in estimated p for
benefits. There was also a net shortfall ina number of othcr pensions and beneﬁts.
Interest Pald—up S201m or4.9%

This i iderably higher issue of debt during the first haif of
ll983-84 than was anticipated at, budget. time. See also Financing Transactions
ater,

Other—up$!T2mor 15.1%

The. increase. was mainly due to increased’ payments under the First. Home
Owners and Home Deposit Assistance schemes ($120m), employment creating,
schemes ($37m) and the Petroleum Products Freight Subsidy Scheme ($16m),
partly offsét by lower than anticipated payments (—$21m) under the Steel De-
velopment Plan bounties,
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BUDGET RECEIPTS

Details of 1983-84 Budget receipts relative to the budget estimates and to
collections in 1982-83 are provided in the table below.

1982-83 1983-84 Change in 1983-84 Actuat
Over
Budget 1982-83 Over 198384
Actual Estimate  Actual  Actual Budget Estimate
Sm Sm sm % $m %
Taxation Revenue—
Income Tax—
Individuals—
GrossPAYE(@) . . . . . . . 20812 22207 2204 -+ 5 8 —183 — 08
Refunds . . . . . .. ... t9NDr 2475Dr 2403Dr + 219 - =29
NetPAYE . ... .. ... 18840 19732 19620 + 41 =1z - 06
Other(a) . .« . . . . . 4126 4151 4474 4+ 84 +323 + 7.8
Medicare Levy(b) - 3%0 365 na. - 25 - 64
Prescribed PaymcnlsSysl:m . - 500 251 na. —249 ~49.8
Total Individuals(c) . 22967 24713 24710 + 76 - 63 - 03
Companies . . . . . . . . 4 s 4768 4145 4383 - 81 +238 + 57
WithholdingTax . . . . . . . ., 259 296 305 4+ 178 9 + 30
Amounts Recovered under Recoupment
Tax Legislation(d) . . . . . . 80 386 252 420500 — 134 —34.7
Total Income Tax 28074 29600 29649 + 56 + 49 + 02
SalesTax . . . . . . . 3490 39719 4165 -+ 193 +186 + 47
Excise Duty—
CrudeOitandLPG . . . . . . . 3486 3472, 3651 -+ 47 +179 + 52
AllOther . . . v .+ o o, 3320 4374 4083  + 230 —-291 - 61
Cus(oms Duty—
Imports . . . . .. . .. .. 2036 2123 239 + 144 +206 + 9.7
CoalExports. . . v+ o + o o . 66 58 66 .. + 8 413
Bank Account Debits Tax 30 200 183 +5100 =17 ~— 85
A.C.T, Taxesund Charges 9] 99 102+ 121 + 3 + 30
Other Taxes, Fecsand Fines (net) . . . 240 276 269 + 121 -7 -25
Total Taxation Revenue . . 40834 44181 44497 + 90 +316 4+ 07
Non-Tax Revenue—
[nterest, Rent and Dividends . .. . 2928 3347 338+ 133 -2 -0
Net Receipts from Government Enlcrpnse
Transaclions . . . . . . .. . 700 701 794+ 134 +93 +133
Total Non-Tux Revenue . 3628 4048 4112+ 133 + 64 -+ 16
TOTAL RECEIPTS . . . 44462 48229 48610 + 93 +381 + 08

(a) The 1983-84 figures exclude an estimated amount of Medicare levy, listed separately,
(&) Thns ﬁgure is an estimate of the amount collected; Medicare levy is.not separately identified at the point of

ollect
{c) The 1983 84 outcome includes an estimated $20m collected from companies under the Prescribed Payments

{d) Th: 1983 84 oulcome includres ccllcﬁuons of $69m as Recoupment Tax, $181m collected as company tax and
rom other
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Income Tax—PAYE

Gross PAYE collections in 1983-84 were $22 024m, 5.8% higher than in 1982-83
and $183m or 0.8% below the budget estimate.. The shortfall in 1983-84 collections
resulted from lower growth in average earnings than assumed at budget time that more
than offset gains from higher than estimated growth in employment. Average earnings
increased by 5.2% in 1983-84 (on a National Accounts basis) compared with the budget
estimate of 7%, while employment. increased by 0.9% compared with the budget
assumption of no change (on average).

Partly offsetting the shortfall in gross collections was a lower than expected level of
refunds in respect of tax paid in 1982-83 ($72m below the budget estimate) mainly asa
result of the lower than expected cost of the housing loan mterest rebate schemes that
operated until 30'June 1983,

Income Tax—Other Individuals

Non-PAYE individuals income tax collections in 1983-84 that are based on 1982-83
taxable income uplifted:by 11% were 8.4% higher than in 1982-83 and $323m or 7.8%
above the budget estimate. The outcome for 1983-84 reficcts, in part, higher taxable in-
come growth in 1982-83 than was estimated at budget time, Beyond this, 1983-84 pro-
visional tax collections. were affected less than expected by the Prescribed Payments
System (PPS) introduced on | September 1983, The budget estimate of other individ-
uals collections was $200m lower than would otherwise have been the case because of
an expected higher recourse to self assessment among provisional taxpayers becoming
liable under the PPS to tax deductions. In the event, such recourse to self assessment
was much lower than expected and this contributed about $170m to the higher level of
provisional tax receipts in 1983-84,

Income Tax—Medicare Levy
Total Medicare levy receipts in 1983-84 were $365m or $25m lower than estimated
at budget time. The shortfall Ited partly from changes in the specification of the

levy (in terms of ceilings, ptions etc.) made subseq to the 1983-84 Budget and
lower growth in incomes during the year than originally estimated.

Income Tax—Prescribed Payments System

PPS receipts—that is, taxes deducted at source from payments for prescribed
labour and services—amounted to $251m in 1983-84, including an estimated $20m col-
lected from companies, compared with the budget estimate of $500m, As mentioned in
respect of other individuals income tax receipts, $200m of the PPS budget estimate was
expected to be offset by lower provisional tax receipts such that, in net terms, the PPS
was. expected to contribute $300m to overall receipts in 1983-84. Given that the re-
course to self assessment only reduced provisional tax receipts by about $30m, net PPS
collections in 1983-84 were in fact about $220m, or $80m below the budget net
estimate.

The significant shortfall in gross PPS collections resulted principally from more tax-
payers than expected gaining partial or full exemption from deductions under the sys-
tem. Nevertheless, it. is apparent that the PPS has increased the compliance rate in
reportmg income among affected taxpayers and thls—togcther with the system bring-
ing to light significant bers of payees previously g d for tax purposes or
who have not lodged income tax returns for some years—should add significantly to
receipts in future years.
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Company Tax

Company tax collections were $4383m in 1983-84, $238m or 5.7% higher than the
budget estimate but 8.1% lower than collections in 1982-83. The strongér than expected:
outcome for 1983-84 mainly reflected actual taxable income in 1982-83—the base.for
1983-84 collections—being higher than estimated.

4 R ed under Recoup Tax Legislati :
Collections attributable to the Taxation (Unpald Company Tax) Legislation
totalled $252m in 1983-84 (including of $181m collected as company tax and

$2m collected on asscssment from other mdxvxduals), a shortfall of $134m on the
budget estimate, The lower than expected result is, in part, attributable to the Parlia-
mentary defeat of dments. to the P ‘tax legislation proposed in the
1983-84 Budget.

Sales Tax

Sales tax collections at $4165m were $186m or 4.7% above the budget estimate. The:

overrun.in 1983.84 principally resulted from stronger than expected growth in private

consumption expenditure, particularly on motor vehicles and' other houschold
durables.
Excise Duty

The following table compares.1983-84 for. the major excisable commodity

groups with.the 1982-83 outcome and the. 1983-84 Budget estimates,

1982-83 1983-34 Change in 1983-84 Actual

Over
Budget 1982-83 Over 1983-84
Actual Estimate  Actual  Actual. Budget Estimate
$m, $m $m % Sm %
CrudeOlI T 3430 3378 3559 + 38 +181 +54
............. 57 94 92 +63.2 ~ I =1
Total . . . . . e .. 3486 34;12 365t + 47 ) +179 +5.2
Beer . .0 0000 e i123 1221 1’159 + 32 - 62 ) =51
PotableSpirits(@) .. . . . . . . . . 14 130 18+ 35 - 12 =92
TobaccoProducts . . . . . . . . . 799 883 864 + 81 =19 -22
Petroleum Products() . . . . . . . 1293 2145 1973 +52.6 =172 —=80
Other (includingeredits) . . . . . . . -9 -7 -3 na. -2 na,
Total—'Traditional Excises’ . . . 3320 4314 4083 +23.0 =29 =67
TOTAL. EXCISE DUTY e 6807 7846 7734 +136  ~i12 -4

{a) Includes fortifyingspirit.
(b) [Includes fuel oil, heating oil and kerosene,
Crude Oil and LPG Levies

Receipts from the crude oil: levy were 3.8% higher than in 1982-83 and $181m or
5.4% higher than the budget estimate. The budget estimate was based on the conven-
tionat assumpuon of no change in the import panty price applicable on 1 July 1983 and'
a.projected decline in excisable (‘old’) oil prc ion of d:3%. In. the event, the

import parity price for Bass Strait crude was reduced by $1.85:per barrel on'1 January'

1984 with commensurate. declines for other crude as a. result. of movements in the
SUS/SA exchange rate and changes in some other components of the import parity
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pricing system. H , the decline in on this account was more than offset

by a substantial unexpected ii in production of ‘old’ oil, principally for export.
Receipts from the levy on naturally occurring LPG (which is a co-product with.

crude oif and natural gas) of $93m were 63.2% higher-than in 1982-83 and just below

- thebudget estimate.

Traditional Excises

Revenue from the traditional excisable commodities (beer, potable spirits, tobacco
and petroleum products). was 23.0% higher than in 1982-83 but $291m or 6.7% below
the budget estimate,

The substantial i on' 1982-83 ipts principally resulted .from measures

announced prior toand in the 1983-84 Budget, including:.
 the increase from 1 cent to 2 cents in-the surcharge applying to motor spirit and
distillate to finance the Australian Bicentennial Road Development Program,
and the increase of 2 cents per litre in the duties applying to aviation fuels—both
measures took effect from 1 July.1983;

o the increase of 1.5 cents per. litre in excises on motor spirit and distiltate and.a
further increase of 0.5 cents per litre in excises on aviation fuels announced inthe
1983-84 Budget;

o the introduction of excise on fuel oil, heating oil and kerosene—initially set.at
'9.027 cents per litre from budget night but subsequently reduced to 1.872.cents
per litre on 26 August 1983;

« the reintroduction of excise on grape spirit.used in fortifyiig wine—initially set at
$2.61 per litre. from budget night but subsequently reduced to $1.50 per litre on
21 September 1983 and then removed on 22 June 1984;

o the rationalisation. of the structure of excises on tobacco products resulting in an
increase from budget night of $5 per kilogram for factured tob and
$4.36 per kilogram for cigars; and :

o the introduction in the 1983-84 Budget of a system of six-monthly indexation of
excise rates based on movéments in the CPI with the first indexation adjustment
(4.3%) applying from budget night and subsequent adjustments to.be made each
1. February and 1 August. Accordingly, traditional excise rates were increased:by
4.1% in February 1984,

‘The lower than expected 1983-84 outcome relative to the budget estimate resulted
partly from-the Government’s decision to reduce the excise rates applying to the newly
excisable commodities of fuel oil, heating oil and kerosene and partly from the generally
lower than forecast clearance levels for most items, especially beer, cigarettes and distil-
late, Refunds of excise paid in 1983-84 were also significantly higher than expected at
budget time largely as a result of higher refunds to tax-exempt authorities of duty paid
on petroleum products, including the ABRD levy on motor spirit and distillate,

Customs Duty .

Receipts from customs. duty on imports. were 14.4% higher than in: 1982-83 and’
$206m or. 9.7% above the budget estimate. The higher level of collections in 1983-84
resulted from a stronger than expected rise in the value of imports, largely reflecting the
growth in private consumption during the year.
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Receipts from the coal export duty were the same as in 1982-83 and $8m above the
budget estimate, largely. as a.result of higher than expected d din the E
and Japanese markets.

Bank Account Debits Tax

Receipts from this.tax, at $183m, were $17m lower than estimated at budget time.
The tax was introduced on 1 April 1983 and hence the budget estimate was based on
only a few months’ collections experience, Beyond this, the virtual absence of growth in
average monthly collections over the year perhaps indi some rearrang of
transactions in order to minimise liability for this tax.
Interest, Rent and Dividends

Receipts of $3318m were 13.3% higher than in'1982-83, though little different from
the budget estimate. The increase over 1982-83 resulted mainly from increased interest

receipts from the States on advances under the State Government Loan Council

A ad

Program reflecting both i and higher i st charges; it also reflected
an increase in the rate of interest payable by Telecom on its interest-bearing capital
from the Commonwealth. Receipts from the Royal Australian. Mint were lower than
estimated at budget time, mainly as a result of lower than expected'sales to the Reserve
Bank of smaller denomination coins.

Net Receipts from Government Enterprise Transactions
Revenue was 13.4% higher than the budget estimate that was virtually unchanged

from the. 1982-83 level. The major factor behind this rise was the remittance of profits

from the Reserve Bank of Australia of $746m, $96m above the budget estimate.. This
increase was the result of .a larger interim payment from the. Bank’s' Note Issue
Department, which reflected.increased carnings on a higher level of investment funds
and the distribution of 2 somewhat larger than expected proportion of those earnings to
the Government,.
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FINANCING TRANSACTIONS.

The Commonwealth has a number of instruments available to.finance the budget
deficit. These include Treasury Bonds, Australian Savings Bonds (ASBs), Treasury
Notes, Treasury Bills (issued to the Reserve Bank), the Commonwealth’s cash balances
with the Reserve Bank and Commonwealth securities.issued overseas. The manner in
which the Commonwealth made.use of these instruments to finance the 1983-84 Budget
deficit is di d below. An analysis of longer term trends in the Commonwealth’s
financing transactions is provided in Statement No. 6.

Significance of Financing Transactions

Decisions regarding the fi g of the budget deficit have important implications
for monetary and financial developments. Those implications have been significantly
modified by the Government’s decision to float the Australian dollar from 12
December 1983,

Prior to the float, private sector foreign exchange transactions. had the capacity to
add to (or subtract from) domestic liquidity. This was cspecially evident during the first
half of 1983-84 and, more particularly, immediately prior to the float when there was a.
strong inflow of speculative capital fromabroad. In such circumstances, the control of
liguidity required sales of Cc Ith securities in excess of the budget deficit
which led to a build up in Commonwealth cash balances with the Reserve Bank..Under
the floating exchange rate arrangements, dormestic liquidity can no longer be affected in
overall terms by external transactions, unless the monetary authorities intervene in the
foreign exchange market. In the ab of such intervention, changes to the liquidity
base are essentially determined by the Commonwealth’s budget deficit, net sales of
Commonwealth Government securities (CGS). to the non-official sector and
transactions of the Reserve Bank with the non-official sector.

A distinction can be made (as in the past). between transactions involving
expenditure in Australian dollars and those requiring expenditure in foreign currencies.
Expenditure in Australia by the Government will clearly add to domestic liquidity in
the first instance whereas the impact of overseas expenditure on domestic liquidity will
depend upon the way in Whlch the necessary forcign currency is acquired. If the

y forelgn h hased in the domestic market, the immediate
liquidity effect. is similar to that of expenditures within' Australia—there will be an
addition-to domestic liquidity which will need to be taken into account in determining
sales of CGS to the public if the Government’s.monetary objectives are to be achieved.
However, it is possible in certain circumstances for the Government to keep the:
transactions off the d ic foreign exchange-and securities markets by either running
down international reserves (which requires use of cash balances or sales of CGS to the
Reserve Bank) or by borrowing the necessary funds on international capital
markets—though: there.are of course limits to both.. Given the relatively high level of
Australia’s. international reserves at the end' of 1983, the Government decided to
finance most of the Commanwealth’s overseas transactions during the:second half of
1983-84 by drawing on those reserves (which also depleted Commonwealth cash
balances)..
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Financing Transactions in1983-84

The following table séts out financing transactions for the 1983-84 Budget deficit,
by sector and instrument. The transactions shown in the table are discussed below.

C 3th Fi ing Tt ions 1983-84-(a) (Sm)
Treasury Trmury Treasury 'Useof cash
Bonds(b)  ASBs  Not Bills balances  Other  Total
Reserve Bank -~ 149 ~ = 513 - 274 - = 93
Non-officiul Sector . 7897 1943 ~1050 - - 46 8836
of which:,
TradingBanks . . . . . 877 ~ = 317 - - - 560
Savings Banks . 1382 - - - - 15 1089
Authorised Dealers P 227 - = 193 - - - 34
LifeOffices . . . . . . 954 - - - - 930
Other Non-bank .. 4457 1943 — (08 - - =69} 6223
DomesticFinancing . . . . 7748 $943  —1563 - ~274. 46 7900
OverseasFinancing . . . . . . .« 4 L o e e e e e e e e s 358
Less Discount on Tmsury Bonds(b) ...................... (=) 297
BudgetDeficht . . . . v 0 v s o e e e e e e e e e e e 7961
(a). All netand ions in domestic financing aré recorded at face value,

() The cash raised by Treasury Bonds issucd during the course of the year contributes to-the financing of
Commonwealth transactions. The cash raisings can differ from the face value of the Treasury Bonds to the
extent that they have been issued-at a discount or at a premium. The available data on sectoral holdings of
Treasury Bonds are limited m holdm;s recorded at face value, which is ot conmlent with the cash basis on

which most C: are recorded. C di on Treasury Bonds
has been separately’ sublracled m lhc foot of lhls table to reconcile these different accounting bascs..

(¢) Includes Income financing nec.

Domestic Financing
Domestic. fi i the ¢hange in the indebted of the

Commonwealth Govcrnment from. all domestic transactions—including the Reserve
Bank and other government entities—arising from the use of any of the financing
instruments available to the authorities,

The large budget deficit in 1983.84 iled a correspondingly large fi
requirement which was met primarily from domestic sources, Domestic financing in.
1983-84 was $7900m; holdings of domestically-issued CGS rose $8174m including net

issues of Treasury Bonds of $7748m, net issues of $1943m in' ASBs and a net $1563m

rundown in Treasury Note holdings. Accordingly, the Commonwealth. increased:its.

cash balances with the Reserve Bank by $274m. Little use was made of Treasury Bill
financing in 1983-84, with only one temporary issue very early in the financial year..

The net increase of $7748m in Treasury Bond holdings comprised net sales to the
non-official sector of $7897m offset by a small run off in:Reserve Bank holdings. Sales
to the non-official sector consisted of primary issues amounting to $9650m through the
nine tenders held during 1983-84 and other net sales from the Reserve Bank portfolio of
$1427m partly offset by maturities and Reserve Bank purchases of $3180m.

Gross proceeds. from Treasury Note tenders. taken up by the non-official sector
amounted to $7726m which were augmented by further sales from the Reserve Bank’s
portfolio of $5153m. Maturitics amounted' to- $13 928m resulting in a net rundown
during the year of $1050m in such holdings by the non-official sector (a net.rundown in
Reserve Bank holdings accounted for the rest of the 81563m referred to above) Gross

subscriptions to ASBs were $3564m while red (@ ptions of

Special Bonds) were $1621m resulting in net subscnptrons for the year of $1943m,
348

As the table below illustrates, the budget deficit financing requirement was more
than fuily met in 1983-84 by sales of CGS to the domestic non-official sector which
amounted to $8836m. As a. result, the Commonwealth’s net indebtedness to the
Reserve Bank was reduced in 1983-84 (as it was in:1982-83) by a run off in the Reserve
Bank’s holdings of Treasury Notes of $513m, a reduction of $149m in the Reserve
Bank’s holdings of Treasury Bonds and a $274m increase in the Commonwealth’s cash
balances held with the Reserve Bank..

D s e ine T; "

1982-83 1983-84

Domestic Financing(net) . . . . . . 4055 7900
from:
ReserveBank . . . . . . . . . =1621 =936
Non-officialSector . . . . . . . 5676 8836
of which:
Commercial Banks ., . . . . 1451 1649
Non-bankSector  « . . . . . 4225 7187

As noted above, net sales of Treasury Bonds to the non-official sectoraccounted for
the bulk of the financing task in. 1983-84, Whereas in 1982-83 net sales of securities fo
the domestic non-official sector were split roughly 60/40 between Treasury Bonds and
ASBs with a modest rundown in Treasury Note holdings, ASBs played a much smaller
relative role in 1983.84 in the overall financing of the year's deficit.

In contrast to 1982.83, when savings banks absorbed more than half of the net
increase in Treasury Bond holdings (and their deposit base expanded rapidly), the
increased holdings of Treasury Bonds in non-official hands in 1983-84 (which.
amounted {o $789'lm) was concentrated in non-bank portfolios ($5638m).
Nevertheless, savings banks ($1382m) and, to a lesser extent, tradmg banks ($877m),
also increased their holdings largely in line with the overall growth in their respective
portfolios. A feature of the in-CGS holdings in 1983-84 was the marked
rundown in the more liquid CGS in.the second half of the year. This reflected a much
greater reliance by the private. sector on redemptions of CGS to obtain cash. when
budget domestic transactions. were-in.surplus during the heavy tax collection period.
Prior to the float of the Australian doilar the private sector drew on funds from.
overseas during this period as. well as running: off holdings of CGS. Treasury Note
holdings in non-official hands, after having increased by $979m in the first half of the:
year; fell $2028m in'the second half of the year. Net redemptions of ASBs in the second
half of 1983-84, amounting to $591m, provided a further source of liquidity at that
time.

Overseas.Financing

Gross borrowings d to $1174m in 1983-84 and total repayments
amounted to $817m, giving net overseas raisings of $358m compared with $586m in
1982-83.

In. July 1983, the Commonwealth. raised a total of $452m through a $US400m
public issue in the United States consisting of two tranches, one of $US150m and the
other of $US250m. In October 1983, the Commonwealth completed a $US500m public
issue in Europe consisting of two tranches of SUS100m cach and a third' tranche of
$US300m, raising the equivalent of $544m. Also in October 1983, the Commonweaith.
raised $148m by way of a £ 100m.public issue in the. United Kingdom. In March 1984,
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the Commonwealth undertook a 60m Swiss frang refinancing:operation by, way of-a
public issue for the equivalent of $30m..

Repayments abroad during the year of prévious drawings on behalf of Qantas, TAA
and the Australian Shipping Commission amounted to $7m, $2m and $2m respectively.
Other securities to the valué of $799m were redectied in the: United States, the United
Kingdom, the Federal: Republic of Germany, the Netherlands, Switzerland and Japan.
In addition, repayments-of $7m were made on borrowings from the International Bank
for Reconstruction and Development. -

4
Overview

There was an inprecedented large. financing task.in 1983-84. It was accomplished
primarily by.the issue of Tiedsury Bonds and to  lesser extent by the issue of ASBs, at
generally lower nominal yield levels than in recent years. The average maturity of
bonds sold at tender was lengthened substantially. This contributed to monetary policy

. in. 1983:84 by placing a large volume of Commonwealth debt with the non-financial

sector and reducing the liquidity of private sector holdings of CGS,
In the first haif of the year, Commonwealth cash balances with the Reserve. Bank

increased because domestic sales of CGS greatly éxce¢ded the. budget deficit. to absorb-

large capital'inflows. In the second half of the year, cash balances decreased with-the
‘budget in approximate balance and' net. domestic redemptions of CGS: (ASBs_and
Treasury Notes), the latter reflecting both riégative foreign exchange transactions and
some reduction in the Reserve Bank’s CGS holdings. »

ASBs. again. made: a significant. contribution to the financing task and io the
Government'’s monetary objectives.in.1983-84, although smaller in.relative:terms than
in 1982-83. The yolatility of the ASB was again‘demonstrated bythe heayy sales late in
1983 and- the large’ net. redemptions- in the first: half of 1984. In response to those
developments; and consistent with.recomimendations of the.Martin Group, changes
were announced late in the financialiyear to the terms of ASBs designed substantially to
reduce their liquidity..

The timing.of debt.issue broadly mirrored the:large swings-in liquidity formation
during the year. The bulk of bond sales was effected during the fifst three quarters when

the budget was in substantial deficit. As.in. earlier years, the:financing of the seasonal

liquidity, drain saw redemptioris and/or non-official sector sales of CGS to.the Reserve
Bank exceed new issues during the June quarter.
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APPENDIX TO STATEMENT NO, 5§

COMPARISON OF BUDGET ESTIMATES AND OUTCOMES.
FROM 1974-75. TO 1983-84

The table below compares budget estimates and outcomes for both outlays and receipts
for the past ten years.

Budget Changein'Actual
. Estimate Actual over Budget Estimate
OUTLAYS sm $m Sm %
197475 ., , . . . P e e e 16112 17831 +1:719 +10.7
B15-76 . . . .o, 21915 21859 - -~ 03
1976-17 . ., . . P T 24321 24124 - 197 - 08
1977-78 . . L L0000 26 656 26 + 146 + 05
197879 . . .. 000 28870 29 04 + 175 + 06
1979-80 Ce e e e e e 31692 31694 + 2 .
1980-81 , ., . ., ..., , . 36029 36214 + 244 + 07
:g:;—g; .............. . :28%; :;gg; 1‘46 + Lt
< g 915 3
1983-84 . ., ., . e e e e 56 590 56570 - 2 M 4.’.
RECEIPTS
197475, . o L L L, 15542 15264 =277 -~ 18
1978-7%6 . .., L e e 1917 18275 - 842 — 44
1976-77 . . .o e 21713 21384 - 329 =15
Lo - 24439 23469 = 970 - 40
9819 . . L, e 26057 25567 -~ 4% - 19
197980 . . . ... 0L, 129499 29661 + 162 + 06
198081 . L L L., 34464 35.146 + 683 + 20
1981-82. . , , ., , RN T 40 780. 40790 + 10 .
198283 . . . L L ..., 45393 44 509 — 884 - 19
1983-84 . . . . . ... s e e e 48229 48610 + 381 + 08

NOTE:—~ The budget estimate and outcome figures for cach yearare those which appeared in Budget Statement
.No, § or.lhe pugmdmg ‘year thereby ensuring' outcomes and.estimates are compared on. the same
classification basis. The outcomes therefore differ slightly from. the data appearing in Statement No, 6

which refiéct definitions and classifications now in effect.
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STATEMENT NO. 6—BUDGET AND OTHER PUBLIC SECTOR.
TRANSACTIONS SINCE 1974-75

INTRODUCTION
While the focus in the preceding Budget Statements is primarily on the l9§4—85
Budget, this St t provides a broader historical perspective of developmentsin the
budget and in the rest of the public sector.
The Aj dix to this St: iders trends in Commonwealth sector capital
expenditu;cr and budget payments for capital purposes over the past decade.
The composition of the total publicsector is shown in the following diagram.

TOTAL PUBLIC SECTOR i

' STATE AND
gggr%RO‘NWEALTH LOCAL SECTOR

STATE :
—] GOVERNMENT ‘

OMMONWEALTH] [COMMONWEALTHI| - opu7p
BUDGET

NON BUDGET
-BUDGET ’ H
INON-BUI BUDGETS AUTHORITIES

AUTHORITIES

-} LOCAL
' GOVERNMENT

The data contained in this Statement and accompanying tables have-been derived
from two sources. Sections of the Statement and tables concerned with Comfnonweglth
budget outlays, receipts and deficit have been: prepared from, and are. consistent w:vx}h,
current estimates and historical series of the. Commonwealth budget. The remaining
sections and tables deal with the Commonwealth non-budget and: State. and }ocal
government sectors, and aré based on data derived from Budget Paper No 10, Na.uonal
Income and Expenditure prepared by the Australian Bureau of Statistics. While the
two data sources are for the most part consistent, they are not entirely. comparable due
to differencesin the treatment of some items, for example, primary industry charges.
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BUDGET OUTLAYS
Introduction and Summary

Information on Commonwealth budget outlays in this Statement is presented for
each year since 1974-75 in both the national accounts and functional classifications.

The national accounts classification categorises budget transactions by economic
type, within a framework which is broadly consistent with conventions recommended
in the United Nations Organisation’s 4 System of National Accounts and in the
International Monetary Fund's 4 Manual on Government Finance Statistics. These
conventions facilitate comparison between the budget, other parts of the public sector
and the rest of the economy. The national accounting conventions are also used by the'
Australian Bureau of Statistics in producing data for the Commonwealth and other
sectors in the €conomy aithough, as noted above, there are some minor differences in
the treatment of data between the Budpet Statements and publications of the
Australian Bureau of Statistics.

The functional classification, which categorises budget outlays according to their
primary objective or purpose, is based on the classification of purpose of government
set out in A System of National Accounts and follows the same conventions for the
determination of budget totals. as.the national accounts classification, The functional
classification aims to facilitate consideration of the nature and relative priorities of
government outlays,

Additional information on the two classification systems is presented in the
Appendix to the Budget Statements.

The table below shows changes, in both nominal and real terms, in total
Commonwealth budget outlays in cach year since 1974-75 and the proportions of gross.
domestic product (GDP) represented by such outlays.

‘Budget
Increase on Outlays
Previous Year asn
Budget ee———————  Proportion
Outlays. Nominal Real(a) of GDP
sm % % %
M7 o 0 v 0 o e e 17820 460 19.6 288
. 21831 225 52 299
24093 104 =08 289
27T 109 25 2.5
991 85 1.6 282
31 637 9.1 =05 273
36098 141 34 273
41308 144 26 217
48935 185 65 299
56570 156 7.7 305
63948 130 6.1 311
1iays deflated by in the implicit price deftator for non-farm GDP,

z:)) Budget eatimnte.

Outlays are budgetéd to rise by 13.0% in 1984.85, an increase which is lower than
the outcome for any year since 1979-80:and-follows an increase of 15.6% in 1983-84.
This largely reflects thic lower underlying inflation rate in 1983-84 and anticipated for
1984-85. (The effect of inflation on outlays estimates. is discussed in the Appendix to
Statement' No. 3 in this Paper.) Il real terms the estimated outlays growth is 6.1%
compared with 7.7% in 1983-84 and 6.5% in 1982-83; and the.average of 4.6% for the
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ten years to 1983-84, A significant proportion of outiays growth in 1984-85 reflects the
fullyear costs associated. with 1983-84 outlays initiatives as.well as the cost of new
policies introduced in the 1984-85 Budget.

In the decade-to 1983-84, the level of outlays as a proportion of GDP has been
relatively stable, averaging slightly below 29% and' moving within a range of about 3
percentage points. The. substantial rise (5 percentage points) in that proportion
recorded.in 1974-75 and the smaller rise in.the following year have, broadly speaking;.
been consolidated. Growth in outlays.for the six years to 1981-82 was contained to:a
rate within or near to-GDP growth, resulting.in a fall in the proportion of outlays to
GDP. Since then, growth in outlays has exceeded that for GDP. In 1983-84 the
proportion of outlays to GDP ded the previous peak ded in 1975.76.
Although relatively strong economic growth is expected in. 1984-85, outlays are
estimated to rise asa proportion of GDP from 30.5% in 1983-84t0 31.1%.

Budget outlays expressed as a proportion of GDP are a reasonable summary
measure of the scale of budget sector activity and of the community’s resources
appropriated by the budget. Year-to-year shifts in that proportion: will reflect the
relative growth rates of GDP as well'as outlays and hence thé proportion is sensitive to
cyclical influences, )

Furthermore, gover ts. can redi to meet their particular
distributive, economic or other objectives through either side of the budget—by way of
outlays or through the taxation system. A significant portion of the resources which the
Government. reallocated within the budget in 1983-84. came from a reduction in
taxation expenditure which, while not reducing total outlays and; hence, the proportion
of outlays to GDP (as would expenditiire savings}, had the:same effect of releasing
resources for reallocation within the budget.

Outlays by Function
Budget outlays on:a functional basis for the period 1974-75-to 1983-84, together
with estimates for 1984-85, are shown in Tables I'to 6 at the end of this Statement.

Table 1 presents outlaysdata for the major functions in current prices and Table 2
percentage changes in the same categories from year to year: Table 3 shows these data

in constant 1979-80 prices, derived by deflating nominal outlays by the implicit price:

deflator for non-farm GDP. This approach, which rates on the appropriation of
the community’s resources for government purposes, does. not reflect differential rates.
of price increases which: might exist between functional categories, and between the
Commonwealth budget sector and the remainder of the economy. Table 4 shows the
percentage changes from year to year for the outlays data in Table 3, Table 5 shows the

proportion of total outlays represented by each major function over the period. Table 6.

presents outlays data from Table 1 in greater detail.

The following table shows, for.cach of the major functional categories. (which.form
the functional! blocks), nominal outlays. for 1974-75 and. 1983:84, the rate of increase
over. the period and the proportion of the total increase for which.it accounts. The
accompanying charts show year-by-year movements in, the relative sizes-of the major
functional blocks of outlays.
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Average

Annual

Propostion Compound

of Total Rateof

1974-75  1983-84  Increase  Increuse

sm $m % %
Defence , . . .. ... fe e e e 1635 5383 97 14.2
Education@ . . . . . . .. .., PR 1663 4085 6.3 10.5
Healih . 1283 4411 8.] 147
iocu! SecurityandWelfare . . . . ., ., ., . .. 32 16438 328 180
OUBING . o s e e e e e e e 702 1034 09 44
Urban and Regional Develop necand the Envi 364 108 =07 - 11.2
CultureandRecreation . . . . . . . . .. . ., 237 612 1.0 1t
Economic Services—
Tramport and Communication: . . . . . , . ., , 1291 1731 11 33
WalerSupply, ElectricityandGas . . . . . . . . 56 97 3] 6.2
Industry Asstanceand Development . . . . . . . 791 1015 0.6 23
Labour and Employment . . . . . . ... .. 167 1145 25 239
Other Economic Services 49 i08 02 9.2
Total Economle Services 2354 4095 4.
Gener PublcServios— ’ o
gislativeServices . . . . . 42 2 04 .4
Law,Orderand PublicSafety 84 376 08 :g?
Foreign Affairs and Overseas Aid () 435 1160 1.9 iS5
General and Scientific Research nec 143 453 0.8 13.7
AdministrativeServices. . . L . .. . L. L . 581 163 27 124
Total General PublicServices . . . . ., . . 1285 3820 65" 12,9
Not Aliocated to Function—
Payments 10 or-for the Slates, the Northern Territory and
Local Government Authoritiesnec . , . . & . 3700 12253 221 142
PublicDebtinterest . . . . . . .., ., ., . 887 4330 89 19.3
Total Not Allocated to Function . . . . . . . 4387 16 583 310 153
TOTAL OUTLAYS e e e e 17820 56 570 1000 13.7

(a) Data for the two years are not cntirely comparable. The contribution towards the cost of educating students
from developing countries has been estimated and reclassificd for 1983-84 but not 1974-75 (sec the Appendix to
this Budget Paper), Abstracting from.these classification changes, the average annual growth rates: for
Educationand Foreign Affairs and Overseas Aid are'10.8% and 10,5% respectively,
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Major Functional Blocks as Proportion of Total Budget Outlays—

1974-75 to 1983-84
% of Total % of Total
Defence of Rof Education (a)
20, 20 10, 10
10 10 | ‘
5 ) H -3 Health (b)
154 15
104 10
Social Security s [-5
and Welfare
30, -30
d 1.2 . .
S O d General Public Services (a)
204 \ \ 120 104 10
sl S 3 I l"l—l l_ﬂ Ls
of| | : Lo i
5 - Economic Services.
20 =20
154 15
Payments to States 10d | Lio
and Northern Territory etc. nec{b)(c) X
54 5
QOther (), of which housing is shaded:
15 -5
10. 10
5. L5
197475 1983-84
(a) Education and General Public Servicesdata for Public Debt Interest
1980-81 and subsequent years are affected by 0 "
changes in the functional classifi cation of 5
assistance to overseas students — see Notes onTables. 5 k-
(b) Data for Health and Payments to the Statesand X :
Northern Territory ete. for 1981-82 and 197475 1983.84
subsequent years areaflected by changesin
funding arrangements — see Notes on Tables. (&) Onllays on Housmg Urbanand Regional:
{c) Includes outtays for Natural Disaster Relief, and lhe and
See also(z) and Notes on Tables. f‘ 1 d fs Tables.
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Caution should be exercised in comparing movements in budget outlays aggregates.
While the distribution of total outlays between the broad functional categories and
changes in that distribution from year to year provide an indication of the importance
attached to particular expenditure programs and of the changing objectives and
priorities of public expenditure, movements in different blocks of expenditure are also
affected by changes in institutional and funding arrangements. Examples are the
transfer. of the South Australian and Tasmanian railways to the Commonwealth in
1975-76 and the granting of self-government to the Northern Territory in 1978-79.
(Further examples are mentioned in ‘Notes on Tables’ at the end of this.Statement.)
Differential rates of price increase (to the extent that these are accommodated by
increases in funding) also affect the relative rates of growth in different categories of
expenditure,

Similarly, average annual rates of growth over a period of years can mask significant
changes within that period, and can be affected by non- ring factors infl
outlays at one or other end of the period.

The table shows that between 1974-75 and 1983-84 total budget outlays grew at an
average annual rate of 13.7%. Social Security and Welfare accounted for over 30% of
the total increase, growing at a rate (18.0%) well above the average. While the
introduction of a scheme of family allowances in lieu. of taxation rebates in 1976-77
accounted for some of the increase, most of the growth reflects increases in numbers of
beneficiaries (whether by of liberalised eligibility criteria, demographic changes or
economic conditions) in a situation where the real value of most of the benefits has been
maintained through regular adjustments in line with price increases, As the chart
shows, the proportion of total outlays devoted to Social Security and Welfare has
increased by about 8 percentage points over the ten-year period,

Under arrangements introduced in 1981-82,a large proportion of outlays on Health
is paid to the States.and the Northern Territory as part of general purpose revenue
funds, Notwithstanding this change, outlays under the Health function grew faster than
average over the period. The proportion of outlays devoted to Health increased sharply
in 1975-76 and fell off agam in 1976 -77 (although not to the same extent) due to the
introduction of, and subseq; in fundi arrangements for, the Medibank
program. Growth in health expenditure accelerated again in 1983-84 with the
introduction of Medicare, and should accelerate further in 1984-85 when the full-year
cost.of the scheme is reflected in the budget. Outlays on Social Security and Welfare
and Health (including in the latter, general revenue health grants the payment of which
followed the change in funding arrangements in 1981-82) together accounted for 44%
of the total increase over the ten-year period,

More than one-fifth of the overall increase in outlays was accounted for by
‘Payments to or for the States, the Northern Territory and local government authorities
nec’. These payments are not allocated to specific functions and consist' mainly of tax
sharing grants-(financial assistance grants in earlier years) and general purpose capital
funds. Expenditures under this functional category accounted for21.7% of total outlays
in 1983.84 compared with 20,8% in 1974-75. Year-on-year growth in this category can
be significantly affected by changes in funding arrang ts and payments made under
the Natural Disaster Relief Arrangements (which occurred, for example, in 1982-83).
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The State and local government scctor also receives specific. purpose payments
classified. to the relevant functions, In 1983-84 these specific purpose payments
represented about 11.5% of total outlays compared with.15.2% in 1974-75,

Growth in ‘Labour and Employment’, the fastest rising of the functional categories
shown in the table above, was most rapid in 1982-83-and 1983-84, reflecting increased
expenditures under special employment programs created.in response to the sharp rise
in unemployment in 1982 and 1983. The average annual growth rate for this
expenditure category was 23.9% for the ten-year period to-1983-84, The rate for the
cight-year period to 1981-82 (ic before the rapid growth in 1982-83 and 1983-84
described above) was.15.6%, still above the average for those years,,

The second-fastest growing functional catégory over the period was ‘Public: Debt
Interest’. As shown in the chart, these outlays increased from about 5% to-7% of total
outlays during the late 1970s, levelled off for several years and commenced rising. agam
in 1983-84, A further rise, to 8.8% of total outlays, is expected in 1984-85, The rise of
recent years principally refiects the interest cost of increased Commonwealth:
borrowings necessary to finance the higher budget deficits and, to a lesser extent, the
depreciation of the Australian dollar over the period:

Categories within. General Public Services which increased at a high rate were
‘Law, Order and. Public Safety’ and ‘Legislative Services’. The increase in the latter
category largely refiects additional. funds for the Parliament House Construction
Authority. For the former, the recent rapid growth is attributable to the reimbursement
by the Commonwealth of States’ expenditure on legal aid and a build-up_in
Commonwealth police and security services, Outlays under these two categories remain
arelatively small proportion of the total and account for little of the overallincrease.

The reduction in the relative importance of budget outlays on: Economic. Services
reflects many factors, including of earlier ad es to the Australian
Industry Development Corpomtlon and. the Australian Wool Corporation, While over
the ten-year period the proportion of outlays devoted to this function has declined, the
relatively low growth rate masks significant changes in funding levels within the period.
In the area of ‘Industry Assi and Development’, particularly in assistance to
primary industry, outlays can fluctuate. markedly according to seasonal and
international trading conditions. For example, in 1982-83 and' 1983-84 general
assistance for drought relief of $108m and $44m was provided whereas no payments are
expected to be made in 1984-85. Similarly, the slower growth rate in outlays on
‘Transport and Cq ication’ is largely due to the off-budget funding since the
mid-1970s of authorities such as the Australian Telecommunications and Postal
Commissions, Qantas Airways Ltd and the Australian National Airlines Commission
(TAA). However, not reflected in the growth. figure (because they fall within, rather
than at either end of the period) are substantial capital contributions from the budget
to a number of commercial authoritics in 1982-83. Details of these contributions are
provided in Statement No. 3 of the 1983-84 Budget Paper No. 1.

Asthe chart shows, the relative share of outlays on Education declined slightly in
most of the ten years to 1983-84. This share is expected to remain broadly at the same
level in 1984-85, The slower than average growth in these outlays. followed the very
large increases (of over 90%) in 1973-74 and 1974-75 caused by the assumptlon by the
Commonwealth of financial responsibility for universities and colleges of
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education in that period, In real terms, outlays on Education have been maintained
since 1974-75 and are expected to increase by about 4.4% in 1984-85. The data arc
affected by reclassification of expenditure on assistance to overseas. students' (see
footnote (a) to the above table).

The share of outlays on Housing also declined over the period, reflecting in
particulh: repayments of advances provided in' 1974-75 to banks for housing purposes
and,; in the years up to and including 1981-82, a reduction in grants and net advances
provided to the States for such purposes. This decline in housifig payments to the States
should, however, be seen in the pexspective of a substantial shift over the period within
these payments from advnnceg to grants and the consequential increase in the effective
assistance to the States. (Grants constituted 6.4% of the total in 1974-75 and 52:1% in
1983-84.) Since 1981-82 .outlays under this. functional category have increased
substantially in real terms reflecting, in- the main, mcream in payments to the States
and expenditure. on home purch This trend is budgeted to
continueinto 1984-85,

‘Outlays on.Defence grew slightly faster.than average over the period, with the most
rapid growth recorded in the years 1979-80 and 1980-81.

Outlays by Economic Type
Table 7 at the eénd of this Statement shows, for the past 10 years, budget outlays
classified by economic type. Year-by-year ts in these categories, p d as

a proportion of total outlays, are shown in the charts below.

These movements must be.viewed against the various changes in: the structure of
Commonwealth budget outlays (particularly with respect to transfer payments) and in
the relationship between budget and non-budget sectors described earlier,

The following: table shows outlays. for the main economic type categories for the
years 1974-75 and 1983-84.

197475 " 1983-84 1974-75t0 1983-84
’ Average
Annual
Proportion Proportion Proportion Compound
of Totat. of Total'  of Total Rateof
Qutlays Outlays Increase Increase
$m. % sm % % %

Net Expenditure on Goods and Services—

Current |
Defence: o . . . Ve l4as 8.1 4989 88 9.1 14.7
Non-Defence: . . . . . v 2038 114 6345 1.2 1L 135

Tol. & v o v .o 3483 196 11334 200. 203 140
" _ Capital . 23 580 1.0 05 4.1
Transfer Puymenu-

Personal Benefit Payments (a) . 4399 247 19033 3T 378 177

Grants: to States, the Northern: “Terti:
toryand bocll Government . . . S178 © 290 17755 4 32.5 14.7

Other e e e e e 1688 9.5 6431 114 122 160

Net: Advancu

10 States and the Northern: Terrllory f l 225 69 999 1.8 —0.6 =22

to Commonwealth Autharities . 1165 6.5 324 06 ~22 =133

toOtherSectors () . . . . . . 278. 16 115 0.2 ~04 —94

TOTAL OUTLAYS . , . . 17820 1000 56570 100.0 100.0 137
(Vn)‘ Includes benefits: X B
[()] Compmuneudvaneeuop“bllc int P he pri
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Budget Gutlays by Economic Type as Proportion of Total Budget OQutlays—

1974-75 to 1983-34

% of Total % of Total
NetexpenditureonGoods 30, 30
and Services (a), of which
Capital Expenditure g 125
isshaded
|20
L15
110
L5
Personal Benefit L35
Payments(b) —— ]
130
1-25
1.20
154 115
10 110
54 15
Grantsand Net Advances 40, 40
to States, Northern Territory  ——
and Local Governments(c), 354 71 1 L35
ofwhich General Purpose I —
Payments are shaded 304} .30
Other Transfers (unhatched) 20 .20
and Other Net
Advances (d) (hatched) 15 Lis
10 L10
54 LS

197475

{a)Comprises niet current expenditure on goods
and services, gross fixed capital expenditure
and changes in stacks,

{b)Includes pensions and allowances for the aged,
the i veterans, ele,
and sickness benefits, assistance to families,
widows and other disadvantaged groups. Also
includes unfunded employee retirement bene-

fits.,
{e)Comprises grants and advances to the States,
the Northern Territory and local government
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1983-84

authorities for specific purposes and of a
general purpose nature, Repayments of ad-
vances are deducted to arrive at net figures,

(d)Comprises subsidies, interest payments, grants

for private capital purposes, transfers overseas,
purchases of existing assets, net advances to
C lth ities such-
as the Postal and Telecommunications Com-
missions, Qantas Airways Ltd., Australian
National Aitlines Commission and net ad-
vangces o other sectors apart from State and
local authorities,

Direct expenditure on goods and. services (both. current and capital). grew at a
combined average annual rate of 13.3% and accounted for around one-fifth of the total
increase over the period. The corresponding growth in nominal GDP was. 13.0%
indicating that, in relative terms, the budget’s direct claim on resources increased
slightly, Within this category, capital expenditure grew at an average rate of 4.1%,
thereby declining significantly in real terms and as a proportion of total outlays,

Transfer payments grew faster than both total outlays and the other major
economic type categories. This was due principally to personal benefit payments which
in 1983-84 constituted about 44% of total transfers. There was a substantial increase
(from 24.7% in 1974-75 to 33.7% in 1983-84) in the proportion of total outlays
represented by personal benefit pay and this d for over one-third of the
total increase in outlays over the period. Most of the increase in the proportion took
place in the years 1975.76 and 1976-77. In the first of those years this reflected increases
in real pension rates, the removal of the means test for the pension for those 70 years
and older and increased numbers of unemployment beneficiaries. The rise in 1976-77
principally stemmed from the introduction of family allowances (see ‘Notes on
Tables’) against a background of a real decline in total outlays. The growth in personal
benefit payments for the period as a whole largely parallels the increase referred to
above in the proportion of outlays devoted to Social Security and Welfare.

Transfers do not represent a direct call on the nation’s final output, However, they
will, in most cases, lead to demands by the recipients on the resources of the economy
and from the. Commonwealth’s point of view they represent outlays which need.to be
financed,

The degree of Commonwealth influence over the final manner of spending of funds
which it transfers to other sectors varies greatly. For example, personal benefit
payments are essentially a form of income supplementation in the hands of those who
receive them and can be spent as they wish. Transfer payments (grants) to the States,
the Northern Territory and local government are also a large. proportion of
Commonwealth outlays. Some of these payments are made for specific purposes, as
allowed for under s, 96 of the Constitution, and the Commonwealth exercises a high
degree of influence over their use. General purpose funds, on the other hand, form an
untied supplement to revenues. of the States, the Northern Territory and local
government.

Total payments to the States, the Northern Territory and local government (both
grants and advances) declined over the period from 36% of total outlays in 1974-75 to
33% in 1983-84; in real terms they increased by 22%. There has however, been a
substantial shift in payments to the State and local government sector away from
advances and towards grants, thereby increasing the effective Commonwealth
assistance to that sector. This becomes apparent only in subsequent years as interest
receipts from the States decline; repayments from past advances also decline resulting
in higher net payments from the budget. The proportion of total payments to the State
and local government sector represented by grants increased from 81% in 1974-75 to
95% in 1983-84.
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BUDGET RECEIPTS

Details of the composition of Commonwealth budget receipts for the- period:
197475 to 1983-84 and estimates for:1984-85 are shown in‘Table 9 at the conclusion of
this Statement; aggregate receipts for those years are provided inthe table below,

Budget  Tncreaseon Real

L Proportion
Receipis: Previous Year  Increase {a) of GDP
- $m' % % %
1974-75 15274 284 52 247
1975-76 1 196 27 250
1976-717 21374 170 52 256
1977-78 23405 9.5 12 259
1978-79 25534 9.1 22 249
1979-30 29603 159 57 256
980-81 34988 182 72. 26.5
1981-82 40.758 165 4.5 213
1982-83 462 %1, -19 212
1983-84 48610 9.3 19 262
1984-85 (c) 57203 177 10.5 _219
{a) I in receipis divided by the i in the implicit price de r for non-farm GDP,
(€)' Budget estimate. .

Total budget receipts increased from 24.7 percent of GDP in 1974-75 to 26.2 per
cent in 1983-84, The ratio declined in 1978-79 and in 1983-84 largely as a result of lower
growth in personal income tax collections. However; apart from those years, the ratio
to GDP has incréased fairly steadily over the ten year period. In 1984-85, the ratio is
expected to increase to 27.9 per cent—the highest ratio in the post-World War II
period. '

The following table illustrates the changing significance of receipts categories over'
the decade to 1983-84; the estimates for 1984-85 are also shown,

Major Categories of Budget Receipts as Proportion of Total Budget Receipts
Income Tax Oiland  Othier -

g LPGExcise  Excise Customs Sales Other
IndividuaisCompanies Duty ‘Duty Duty Tsx  Receipts

% % % % % % %
50.5 154 — i3 5.5 76 9.7
50.5 138 14 11.3. 5T 17 9.5
517 132 16 100 60 71 9.8
518 132 20 9.6 53 1.5 10.5

1 119 438 103 57 69 10.3
50,8 11.5 7.7 9.1 55 63 9t
50.1 134 8.9 78 54 60 84
521 124 7.8 69 53 70 8.5
517 107 78 15 4.7 78 9.7

.8 990 15 84 49 86 w0r
531 94 6.5 76 49 8.2 103

(e} Budgetestimate,
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Major Catégories of Budget Receipts as Proportion of Total

Budget Recelpts —1974-75 to 1983-84

Income: tax — Individuals

Income Tax Companies

Oil and LPG Excise Duty

Other-Exicise Duty

Customs, Duty.
Sales Tax

Other Receipis. (2)

}

% of Total

55. .55
50] i —1— “mney 150
it || B 45
| - ol ‘ 40
syy | i i 13
2 . i A 30
254 R25
20 .20
15| s
ol Lo
sd s
200 - 20
154 —m
ol |
5
10, 10
15, r‘s‘
10] ‘ Lio
10, 10
s - s

LT 1T T T 177 I{
10, 10
T . r1s
1 . = - po:
5 ll i ‘ ] —l——[—']-—]-—l 75

197475 = 198384

(a) Other General Taxation (Payrdll Tax; Departure Tax, meu Duty, Gift Duty, Stamp Duty and Other Taxes,
£ leceipts fi

Foes ard Fines); Interest, Rent and Dividends; and Net R
198384 thi 150 includ

For 1982-83and
slon Ttax (the T(UCT)

T
ial tax to recoup Company and Div-

§ory als0  from thesp
iment Act) and the Bank Account Debits tax.
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The receipts components have shifted in relative importance over these years,
Discretionary changes to the rates or the nature of the receipt item have been
significant in determining relative shares but underlying economic factors have been of
greater importance.

In the short term, fluctuations in economic activity and imbalances in income shares
have affected receipts items in varying ways. Some: items are more sensitive to
movements in underlying ic pat For ple, changes in employment
have been reflected more directly in gross PAYE collections; variations in consumption.
levels directly influence sales tax, excise and customs duty collections; and fluctuations
in profitability arc mirrored in company and' unincorporated business tax collections
but only with lags that depend on the levels of carried-forward losses.

Beyond these normal cyclical factors, rapid wages growth in 1974 and 1982 was
particularly important in influencing the distribution of taxation receipts. On both

ions, wage leration caused personal income tax to rise sharply both as a
proportion of total budget receipts and relative to GDP.

On the other hand,. this wage acceleration also had more pervasive effects on' the
cconomy and tended to reduce employment in the immediately ensuing years. This
latter effect offset the very short-term increase in personal income tax collections as
well as having a dampening effect on ption and on indi tax collections..
Company tax declined (with a lag) relative to total tax receipts and to GDP because of
the concomitant decline in the profit share,

As for longer term trends in the pattern of Commonwealth receipts:

@ the crude oil levy has been the only item with significant growth. in. its refative
contribution to total receipts over the period. However, current indications are
that the share of crude oil levy receipts will decline further over the years ahead;
receipts could also decline in absolute terms, with losses consequent upon
expected reductions in production of ‘old’ oil ding it in receipts from
production of ‘new’ oil (which is subject to much lower excise rates), The:
resource rent.tax is not expected to be asignificant source of revenue in the short
to medium term;
personal income tax has ined the:domil source of revenue throughout
the period. Notwithstanding the impact of tax cuts from. 1 November 1984,
personal income taxes are expected to rise to an historically highlevel (relative to
GDF) in 1984-85; in the main, this reflects the full year effect of the Medicare
levy and the strong growth in primary producer incomes in 1983-84;
company tax has tended to decline as a proportion of total receipts, in part
reflecting the depressed level of the profit share for much of the period;
traditional excises have tended to decline in importance despite discretionary
increases from time to time, Indexation of these excise rates—announced in the
1983.84 Budget—will help to prevent crosion by inflation. However, there is
unlikely to be any significant strengthening of the contribution of traditional
excises to receipts as the consumption of several items (in particular, cigarettes
and beer) appears to have been subject to secular decline; and
the wholesale sales tax has increased as a share of total receipts largely through
discretionary increases in rates but with only minimal broadening of the base.
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The relative contribution of crude. oil receipts peaked in the early’ l980$.and‘, as
noted above, can be expected to. decline further in the years ahead. With that
development, total receipts growth will continue to be heavily dependent on
movements in personal income tax collections.

Australia already relies comparatively heavily on personal income tax. Relative to
other OECD countries, Australia ranked third in 1982 in terms of direct pgrsonal
income tax as a proportion of total tax receipts and sixth in terms of: personal income
tax as a propostion of GDP. Australia ranks lower when account is u'zkcn of social
security contributions which do not apply in. Australia but which are significant in most
other OECD countries.

The decline in the contribution of company tax to total receipts h:.is not been
artested by recourse to adjustments of the company tax rate or by modifications of
certain investment incentive measures. The growing cost of the 5/3 accelerated:
d iation arrang introduced. in 1982 will exert downward pressure on this
share over the: years ahead which will more than- offset the effects of the scheduled
phasing out of the investment allowance,

Wholesale sales tax is levied on about 25 per cent of private final consumption
expenditure and, even when consumer items covered by the traditional excises are
included, Australia’s indirect ption taxes cover about 40 per cent of private ﬁr}al
consumption expenditure. The sales tax rates on many of these items are already quite
high; the major part. of the taxable base bears a rate of 20 per cent, ’_rhe principal
exclusions from the indirect tax base are food, clothing, dwellings and services.

THE BUDGET DEFICIT

General

The following table shows the Commonwealth budget deficit relative to GDP since
1974-75 together with estimated domestic and overseas deficits and surpluses.

Commonwealth Budget Resuits
(- Surplus, — Deficit).

Totalas

proportion

Domestic: Overseas Total of GDP
m $m Sm %
-1927 - 618 +2546 4.1
—2855 - 712 ~356 49
—1844 - 875 =219 33
-2339 - 9 =331 37
-2237 ~1220 ~3457 34
- 56 —1467 =203 18
+ 47 —1556 =1109 0.8
+ 920 —1'468 - 548 04
—2482 ~1991 —4473 27
=547 ~2490 ~1961 43
—3877 —2868 —6745 3.3

{e} Budgetestimate,

By definition, the budget deficit is the difference between the outlays and revenues
of the Commonwealth budget sector. It is a measure of the overall imPact of that sec-
tor’s claim on financial resources that must be met through a combination of borrowing
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and use of ‘cash balances. To that extent, it is a useful summary indicator for assessing
the budget sector’s direct impact on financial markets,

The deficit is also frequently used asa y of the net impact of budget
transactions on the economy, Its use in that regard is subject to important qualifications:
in view of the variety of effects the budget. has on the. economy, notably — but not

lusively — on i /expenditure flows, on liquidity and on expectations and con-
fidence, Clearly, neither the deficit nor any other single measure can'serve as a wholly
adequate indicator of ail these effects, It is also important to recognise that the budget
deficit is only part—although a major part—of the total deficit of the Coinmonwealth
and of the overall Public Sector Borrowing Requirement discussed below..

A distinction has traditionally been: drawn:between domestic.and overseas budget
transactions in assessing the overall effects on incomes and expenditures of the budget.
Domestic transactions. will generally have a direct: impact on domestic incomes and
expenditures whereas government payments made overseas do not add directly to dom-
estic i or to the d d.for locally produced goods and services; In the table
above, overseas transactions have been netted out to arrive at estimates of the domestic
and overseas deficits/surpluses,

Table 8 at the end of this Statement presents information on the domestic andover-
seas components of budget outlays for the years 1974-75 to-1983-84 using the national
accounts classification. Estimates for'1984-85 are also provided, The major
of overseas outlays are defence and-aid expenditure, interest paid on overseas debt and
social welfare pay to- former residents of Australia, Of these, overseas defence
expenditure has been somewhat more variable than the others. Overseas receipts have
been negligible,

From a monetary perspective budget transactions.affect the.supply of liquidity in-
the economy by adding to or subtracting from the supply of financial assets.
denominated in Australian dollars.that are held by the non-official sector (the official
sector comprises the Reserve Bank and: the authorities within the Commonwealth
Government budget sector). Consequently, the budget’s contribution to liquidity in the
economy is measured by the net outcome of budget transactions that are denominated
in domestic currency. While budget transactions d inated.in' foreign exchange do
not directly impact on domestic liquidity, the financing decision in relation to acquiring
the. necessary foreign exchange may affect liquidity. Statement No. 5 contains.an

account of the implications of different methods of financing the budget's foreign.
exchange requirement.

In that regard, it should-be recognised that the overseas budget deficit does not give
rise to an equival quir for foreign exchange. A difference arises because
some outlays included in the overseas budget deficit are paid in-Australian currency and
therefore ultimately add to domestic liquidity when the funds are spent on Australian
goods or services. For example, a significant portion of foreign aid payments is made in
Australian dollars, including assistance to Papua New Guinea,

Table A provides a summary of Commonwealth financing transactions over the
past decade, divided into domestic and overseas p Domestic fi ing has
been disaggregated by sector, while overseas financing has been disaggregated to show
currency of issue. Table B provides a disaggregation of d ic financing ding to
type of security. .
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TableA: Summary of Commonwealth Government Budget Financing Transactions 197475 to 1983-84 ($ million)

Tie0 st s 198283 1983-24

197-%0

Taesm eem 197278

1974-75

1978-79

DOMESTIC FINANCING (NET) . . . . . . . .

817
)7

7964

5

Less: Dicownt on Treasury Bonds . ...

(-)ss
44

g3

=

. - . -2 (=321
2719 3311 3457 2018 1109

3567

TOTAL FINANCING TRANSACTIONS

(a)
[0

Classified by Instrument ($ million—face value)

Table B: Domestic Fi

D ems e

1981-82

197178

1976-17

1980-81

197980

1978-79

1975-76

1974-75

2652 1585 E
131 3% a8
—-1620 —87 -7
850 430 200
29 27 103
132 1 m
3441 2362 1699

169
-33
1689
“
59
2544

sl
M
1
IEE
miﬁ%%

(6) Neguivesign dnotesincréase in cash balances.
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Domestic Financing

Since 1974-75 domestic financing has been cffected mainly through the issue of
Commonwealth Government securities (CGS) to the non-official sector. In 1980-81,
1982-83 and 1983-84, sales of CGS to the non-official sector contributed to a reduction
in the C Ith's indebtedness to the Reserve Bank. During the remaining years
covered by the tables the Commonwealth was a net borrower from the Reserve Bank.

The non-official sector has purchased over 90 per cent of the increase in the Com-
monwealth’s domestic debt since 1974-75. While much of this increase has been taken
up by the main ‘captive’ holders of CGS—the trading and savings banks, authorised
money market dealers and life offices—the ‘other’ non-bank sector, including house-
holds, has made an increasingly important contribution to financing thelarge deficits
over the past two years, This recent trend has been reflected in a substantial take-up of
Australian Savings Bonds (ASBs) by the houschold sector.in 1982-83 and, to a slightly'
lesser extent, in 1983-84.

Treasury Bonds have fulfilled most of the domestic financing task over the past dec-
ade (see Table B), although that contribution has been irregular, particularly when, as

under the tap system for selling bonds, yields. were on occasions set below levels.

considered appropriate by the market. The introduction in August 1982 of the tender
system for selling Treasury Bonds, whereby the authorities determine amounts offered
and' the market determines. yields, has been of major assistance in financing budget.
transactions since 1982:83.

Sales of othersecurities have also made important contributions to domestic financ-
ing over the past ten years. Substantial sales of ASBs followed their introduction in.
February 1976 at an attractive interest rate and, in 1975-76, ASBs raised over $1000m.
However, after more modest (but still positive) contributions-from ASBs in the follow-
ing four financial years, there. were net redemptions totalling over $1000m in the period
1980-81.t0.1981-82, Against the background of declining interest rates and some sticki-
ness in the interest rate on ASBs during 1982-83, the ASB again became attractive with
net sales of $2391m being realised. Somewhat lower net sales of $1943m were recorded
in 1983-84, with large net subscriptions in the first half-year followed by heavy. net re-
demptions in the last four months. Further details regarding 1983-84 are provided in
Statement No. 5,

Treasury Notes are a seasonal financing instrument issued to assist the non-official
sector to meet the seasonal variatiéns in liquidity arising from budget transactions.
Treasury Notes have usually accomplished the task of transferring funds from surplus
to deficit periods by providing a stock of maturing CGS at the time of concentrated tax
collections; they have also on occasions:contributed significantly to the full year dom-
estic financing requirement, notably in each of 1974-75, 1978-79 and 1980-81. The.in-
crease in Treasury Notes in 1980-81 was largely unwound in 1982-83 and, in particular,
1983-84 with net rundowns of $44m and $1563m respectively being recorded in the
stock of Treasury Notes outstanding.,

Overseas Financing

Overseas borrowing by the Commonwealth has been undertaken for external ceon-
omic policy considerations; bormwmg from the o as. sector has suppl
official reserves'and assisted 1 t. Some of the funds raised by Com-
monwealth borrowing overseas are used to meet the Commonwealth’s. demand for
foreign exchange for external transactions.
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The Commonwealth has been a modest net overseas borrower in most years over
the past decade; substantial borrowings have generally been undertaken only when
external reserves were depleted, notably in 1977-78 and 1978-79, Following the bor-
rowing build-up in this period, there was some increase in debt repayments. In 1983-84
net overseas borrowings of $358m were undertaken,

As is evident.from Table A, overseas loan raisings have been mainly undertaken in
US dollars, Deutschemarks, Swiss francs, yen, sterling and Dutch guilders,

THE BUDGET AND THE PUBLIC SECTOR AS'A WHOLE

+ This section outlines bricfly the linkages between the Commonwealth budget and
the other parts of the public sector and indicates some broad trends in the public sector
and its main components over the past decade.

Commonwealth Sector

Tables-10 and 11 at the lusion of this St ise transactions of the.
Commonwealth non-budget sector and of the. total Commonwealth. sector for the
period since 1974-75 in national accounts form,

The total Commonwealth sector comprises the Commonwealth budget and non-
budget sectors, Non-budget authorities include, inter alia, the Australian Postal Com-
mission,. the Australian Telecommunications Commission, the Australian Shipping
Commission, the Australian Wool Corporation, Qantas and TAA. Further information
on the coverage of the Commonwealth budget and non-budget sectors is provided in the
Appendix to the Budget Statements. The data in. Table 10 have been derived from
information provided by the Australian Statistician in-Budget Paper No. 10, adjusted.
for some conceptual differences,

The following table consolidates the transactions of the two-elements of the.Com-
monwealth sector for 1983-84,
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Consolidation of C Ith Budget and Noa-Budget Sectors—1983-84 ($m)

‘Total Commonwealth Sector Deficit (a)

Non- Transfers.
Budget Budget between
sector sector sectors  Consolidated
Ou'zlay:— d
etexpenditure on goodsand services . . . ., —
ek expenditure on g 11914 1748 13662
Interest and dividends etc. paid—
tobudgetsector . . . . ., . ., ., ., . — 1020 1020 —
toothersectors. . . . L L., .., 434 313 - 4647
aoho;melaxlpﬂidlobndgelmor Ce e e e — 27 27 —
riransierpayments . , . ., ., , , . -
Ncudvnr;m— s 38884 13t 39015
tonon-budgetsector . . . . ., L, , . 34 - k) -
toothersectoss . , ., , ., . ., . E114 129 -_— 1242
TotalOutlays . . . . . . . PR 56570 3368 1372 58 566
Receipts—
Talxnion—
ncome tax from non-budget sector ., ., . , . —
Othertaxation & P «4% 2 Ez 4447—2

Interest, rent and dividends

fromnon-budget sector S 1020 —_ —
fromothersectors . . . . PR 2298 142 loﬁ’ 2441
Grossincome of publicenterprises . . . . . . . 794 2049 -— 2843
Total Receipts . . . . . . ..., , 48610 2'194 1047 49756
Deficit financed by—
Netadvances from budgetsector . . . . . , , - 324 324 e
L 7961 850 — 8810
TotalDeficlt . . . . ., . ..., . 7961 1174 324 8810

. While the budget accounts for the bulk of Commonwealth sector outlays and re-
ceipts, non-budget sector transactions make important contributions in certain areas, In
particular, Commonwealth. non-budget sector authorities now undertake about three-
quarters of total Commonwealth direct capital expenditure. Until- the mid-1970s,
almost all capital expenditure by non-budget authorities was financed by advances
from the budget and by the authorities’ internally generated funds. Since 1976-77; how-
ever,a number of these authorities have undertaken substantial borrowing programs on
their own account to contribute to the financing of their capital expenditures. Year-to-
year changes in the non-budget sector deficit are also influenced by movements in
stocks held by Commonwealth statutory marketing authorities (c.g. the Australian
Wheat Board and the Australian Wool Corporation).

Aside from 1974-75 and 1978-79, which were infl d by large:mo in
stc_)cks held by marketing authorities, the. deficit of the non-budget sector remained
fanrl}: steady'in money terms over the period to 1980.81. The marked increases.in the
deficit of the non-budget sector in. 1981-82 and: 1982-83 were associated with strong
growth in capital expenditures. The decrease in the deficit in 1983-84 partly reflects
strong growth in the incomes of these authorities.
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Total'

Commonwealth

Total Sectoras

Commonwealth Proportion

Budget Non-Budget Sector of GDP

$m $m Sm %

197475 . . . S e e e e e 2546 §038 2497 4.0
1975.76 . P 3567 609 3518 48
197617 . C e e e . . 2719 595 aon 36
19718 . . .. . 0L . 3341 616 3826 42
1978.73 . . . PPN . 3457 232 3622 35
1979-80 e e e e e s e 2034 539 2463 2.4
f98088 . . ... ..., ... §109 539 1470 8]
198-82 . . . ..., 0. 548 867 1070 07
198283 . . . .. ..., ... 4473 1358 5220 32
198384 . . . ... L0 ... 7961 1174 8310 48
{a) The deficits of the non-budget sector have been financed in part from advances from the budget sector, Because
thesc advances are classified in the budget as above-the-line fons, the total Ce [th deficit

differs from the sum of the two component deficits.
Total Public Sector

The t of the. Cc wealth sector can be consolidated with those of

the State and.local government sector to derive transactions of the public sector as a
whole. These consolidated transactions. provide summary indicators of total public
sector demand for financial resources.
(a) Outlays

The following table and chart show outlays as a.proportion of GDP for the public
sector as a whole and for each of the two main sectors,

Public Sector Outlays as a Proportion of GDP(2)(b)(¢c)

‘Common- Stateand Total

wedllth Locali Publie

Sector Sector Sector

% % %

1974-75 . . . . ., . G e e e e e 29.2 19.3 36.8
1975-76. v v v v v e v e s e e e e e 304 200 376
1976-77 .« . v v v o v v e e e e e e e 300 199 319
1977-18 o v v e v e e PR 309 209 394
1978-79 . . P T T 292 201 37.6
1979-80 . . . . . ., .. e e e e 28.5 19.8 312
1980-81' . . . . ... . e 284 20,4 376
1981-82 . . e e e e e e e 289 200 383
1982-83 . . . . ., G e e e . 3t 220 418
1983-B4 . . . . o v e e e s e e e e 317 213 41.8

(a) Outlays of the public sector as a whole are less than the sum of the two component sectots becuuse, on consoli-
dation, grants and advances from the Commonwealth to the State and local government sector, and payments.
of interest between the sectors, are netted out.

. Tl this data are not al ! ble from one year héer on account of
factors such us changes in funding srrangements, shifts in responsibility for certain functions between levels of
government and changes in classification, For example, from 1978-79 the Northern Territory is treated as part
of the State and local government sector; before then it is treated as part of the Commonwealth seetor.

(¢} 10 adjustment is made for sule and leascback transactions with the private sector, the.estimates for 1981-82,
1982-83 and 198384, the years principally affected, are increased by the following amounts: for the Common-
wealth sector by approximately 0,2, 0.1 and less than 0.1 percentage points respectively; for the State and local
sector by i 0.7,0.5and 0.6 points ivel:
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Public Sector Outisys as a Proportion. of GDP
44,
42 Total Public. Sector
404
38,4
364
34 ]

324 Commonwealth Sector
304

284
26
24
2 State and Local Sector

197374 197415 (975-76 197677 (97778 (976-79 1975-80 (980-81 198182 1989-83 1983-84

Total: public sector outlays in the chart above comptise final expenditure on.goods
and services as well as transfer payments and net advances by the public sector to other
sectors of the economy. Features of the chart above are the significant increases in out-
lays as a proportion of GDP which occurred in both the Commonwealth and State and
local sectors in 1974-75 and again in 1982-83.

Expenditures on goods and services represent direct claims on the real resources of
the: y. Transfers and ad to the private sector influence the pattern and
level of aggregate demand; these influences occur both through. the payments made to
the private sector and through the funding of those payments by taxation and/or
government borrowings, In terms of their impact on. governments’ funding require-
ments, transfer pay and ad by gover are no different from direct.
expenditure.

With respect to advances, the qualification needs to be made that their impact on
governments’ future funding requirements will differ from that of final expenditures
and transfer payments because they involve the creation of finandial claifs ofn other
sectors of the economy. These claims will be serviced by way of interest payments and
will, at some stage in the future, be repaid. However, unlike government transactions in
financial claims for purposes of monetary or debt management, advances (¢.g. loans for
welfare housing) are included in outlays since they.are undertaken to pursue various
public program objectives and give rise directly to expenditure by other sectors:
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In the short run at least, growth in total public sector outlays will tend to increase
the aggregate demand for resources, Over the longer term, there are implications for the
mix of goods and services which are produced and for the flexibility of the economy.
The levels of taxation associated with increased government spending can also have
implications for incentives,. the allocation of r and wage d ds within the
cconomy;.

The public sector’s direct expenditure. on goods and services, expressed as a
proportion of GDP, isshown in the following table.

Net Expenditure on Geods and Services as & Proportion of GDP(a)

Common- Stateand Total

wealth. Local Public

Sector Sector Sector

% % %

w1 ... .. C e e e e e e 8.3 16.1 244
197576 4 v v 0 v i e e e e 76 170 24.6
PN 15 169 244

75 178 252

6.6 17.2 238

6.6 170 237

69 17.3 242

7.2 170 242

75 18.5 26.1

1983-84. . . . . oL Lo e o e e e 74 180 254

(@) Scefootnote (6) to previous table.

A breakdown of public sector outlays by main economic type:is provided in. the
table below..

Public Sector Outlays by Main Economic Type: Proportion of GDP

Net Expenditure Transfers
on GOOdS —_—
and Services Net
sm——~——= Personal Advances
Con- Capital Benefit Other to Other
sumption (@) Payments Interest ) Sectors Total
% % % % % %
1974-75 P 149 9.5 74 21 20 0.9 36.8
19756, . . . 15.8 88 8.8 20 1.6 0.6 376
1976-77 162 82 23 25 13 0.5 379
1977-18 168 84 9.6 28 14 04 394
1978-79 163 15 9.3 30 14 02 376
£979-80 163 73 89 30 [ 0.l 372
1980-81 167 25 88 32 1.2 02 376
1981-82 170. 12 9.1 34 14 0.1 383
1982-83 179 © 82 10.1 38 15 03 41.8
1983-84 176 7.8 10.5 41 1.5 03 41.8

() Comprises expenditure on new fixed assets and increase in stocks.
(b} Includes subsidies, transfers overseas, purch; f existi d grants for pri pital purposcs.

The composition of total outlays differs markedly between the Commonwealth sec-
tor and the State and local government sector. Expenditure on goods and services:
represented: less than a quarter of total Commonwealth outlays.in 1983-84, but such
expenditure made up 85 per. cent of outlays of the State and local government sector.
More than 70 per cent of direct. public sector demand for goods and services derives
from the.State-and local government sector, while-about 95 per cent of total transfer
payments from the public to the private sector is provided by the Commonwealth,
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The difference in composition of outlays by sectors reflects the differing Consti-
tutional and traditional responsibilities of the various levels of government. Over time,
the Commonwealth has also made i d specific purpose pay to the States for
certain functions which. are primarily a' State responsibility and which were once
funded lasgely from the States’ own resources.

{b) Receipts
The Commonwealth raises around 80 per cent of total public sector receipts (other

than loan raisings), of which the dominant component has been personal income taxes.
The following table shows trends in major public sector receipts as proportions of GDP.

Public Sector Receipts as a Proportion of GDP

Commonwealth

Sector Stateand Local Sector
income Grants from Qwn Total
Taxon Common- Revenue Public
Individuals Total weallh: Raising Total  Sector (a)
()} @ (€] “) ) ©)
% % % % % %
1974-75 .5 25,1 84 78 159 N3
1975-76 126 256 9.7 78 17.5 22
197677 133 264 92 8.0 17.2 k3|
1977-78 134 26,6 9.7 8.1 177 334
1978-79 125 25.7 9.4 78 172 322
1979-80 130 264 9.2 75 17.4 331
$980-81 133 213 9.1 79 170 340
1981-82 Ce e 142 28.1 88 8 17.0 351
1982-83 ., , . . 140 219 9.4 8.7 18.1 354
1983-8¢ . . ., . 133 27.4 9.6 86 18.) 34.5

(@) Net of all transfers between Commonwealth and State and local government sectors. Column (6) is equal to
column (2) plus column (4) less interest payments between the sectors.

Public sector receipts have increased significantly over the past decade; although

less than in the two preceding years, the proportion of receipts'to GDP in 1983-84 was'

still higher than at the beginning of the period. The increase in total public.sector re-
ceipts reflects increases in both the Commonwealth and State and local government
sectors.

THE PUBLIC SECTOR BORROWING REQUIREMENT (PSBR)

The PSBR the net fi ing requi of the public sector that mustbe
met either by borrowing or by running down financial assets of the public sector.. The
PSBR therefore provides an indication of the net impact of public sector transactions
on, financial markets and is. useful in analysing the influence of such transactions on.
financial conditions.

In recent years, some public authorities in Australia have resorted increasingly to-
various forms of ‘non-conventional’ financing arrangements that have increased their
total demands on capital markets by considerably more than suggested by the growth in
their conventional borrowings. One of the main forms of these arrangements involves
the sale of existing. public assets-to the private sector and their subsequent leaseback:
Since sale and leaseback transactions are excluded from national accounts estimates of
public capital expenditure, the PSBR based on such data understates the full impact of
public sector transactions on financial markets. The table below provides estimates of’
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the PSBR after adjustment for the known sales of public sector assets to the private sec-
tor under leaseb Henceforth this pt is referred to as the total
PSBR'.

In:the following text and table, the deficits of the State and local government and
the Commonwealth. non-budget sectors have been defined as net of advancés from the
Commonwealth,

Public Sector Borrowing Requirement (Public Sector Deficit) (a) (b) (c)

Levels (Sm) Proportions of GDP (per cent)
Commonwealth Commonwealth
State. State

Budget Non-Budget  and Local Total Budget Non-Budget andLocal  Total

$m m Sm Sm % % % %

0 ., 2546 ~30 929 3445 4.1 0.1 1.5 56
1975-76 . . 3567 —40 448 3975 49 -0.1 0.6 54
1976-717 . . 2719 310 1013 4042 33 04 12 49
1977-18 . . 331 539 1591 5441 37 06 1.8 60
1978-79 . . us7 249 1899 5605 34 0.2 18 55
97980 . . 2034 455 249 4738 18 04 19 4.1
1980-81. . . 1 517 3202 4828 0.8 04 24 37
1981-82 .. . 548 770 4688 6006. 04 0.5 31 40
1982-83 . . 4473 8N 6100 11444, 27 0.5 3.7 7.0
1983-84 ., . 7961 676 6170 14807 43 04 33 8.0

(a) Any erron or omissions in the individual révenue and outlays estimates for each of the main sub-sectors of the
public scctor will be reflected int the PSBR estimate, For this and other reasons, differences can arise between
the PSBR _llnd direct estimates of public sector borrowing compiled for Loan Council purposes, (See Budget
Psper No.7,)

{b) Because the deficits of the Commonweallh non-| budxcl sector and.the State and local govcmmem seclor nre
financed in part by advances from the budget, the

reduced to that extent. The figures shown here are net of these advances,. to indicate the res:duul bon'owmg

requirement of thosé sectors.

Approximate estimates of the magnitude of sale and leaseback transactions as a percentage of GDP for

198081, 1981-82, 1982-83 and 1983-84 are: for the Commonwealth non- -budget sector 0.1,0.2,0.1 and less than

0.1 percentage points respectively; for the State and local government sector less than 0.1, 0 7,05 and 0. 6 per-

centage points respectively; and for the total publi 0.1,0.9,0.6and 0.7

@

Be P iy

The ratio of the Commonwealth sector borrowing requirement to GDP fell from a
peak of 4.8 per cent in 1975-76 to 0.9 per cent in 1981-82, Reflecting the onset of the re-
cession and specific measures taken in the 1982-83 Budget, the borrowing requirement
rose sharply both in absolute terms and relative to GDP in that year; it rose further in
1983-84 to close to its previous peak relative to GDP,

Notwithstanding an expected. i in borrowings by C Ith authori-
ties?; some reduction is expected in the C 1th sector’s deficit in 1984-85.

The borrowing requirement of the State and local government sector rose. relative
to GDP after. the mid-1970s, reaching a peak in 1982-83 before receding slightly in
1983-84. The. initial impstus towards increased reliance on borrowing could be

1. Alternati fthe PSBR and related ! di in the Appendix No.6inthe
1583-84 Budget Paper No. ).

3 Al its meeting on 21 June 1984, Loan Counci! agreed (o n 5lob|| I|m|l _of $1205m: on. total borrowings by

1th, other than Ci in £984-85, an increase of just

over 50 per cent compared with 1983- !4 Excludln; Aussa! and Qanns. both of whlch are in the midst of major
equipment purchases, global bx ly lower than in 1983-84.,
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attributed, at least in part, to some restraint in C Ith assil following the
strong growth in such assistance in the carly 1970s. However, the sharp increase in bor-
rowing which took place in the period 1980-81 to 1982-83 was mainly attributable toa
substantial expansion of capital expenditures by State and local authorities.

Much of this increase in the State and local govemment sector 's botrowing requn'c-
ment in the period 1980-81 to 1982-83 was fi id pproved by the
Loan Council. There was substantial growth in ‘off-| program borrowmgs both in the
form of deferred payments and trade credits which were subject to separate Loan
Council guidelines but not included in the approved Loan Council programs, and in
new financing techniques such as sale and leaseback, leveraged fi Ileasing and so
on which, as well as falling outside approved Loan Council, programs, also lessened the
cost of such borrowings to the authorities concerned. The decision in June 1982 to free
longer term conventional borrowings by major electricity authorities from Loan Coun.
cil constraint also significantly reduced the coverage and effectiveness of the approved
‘larger” authorities borrowing program,

As a consequence of the growth in ‘off-program’ borrowings and the freeing of elec-
tricity authorities, the proportion of State and local authority borrowings subject to
Loan Council approval fell from about 95 per cent in 1979-80 to around 25 per cent by
1983-84.

It was against this background that. the Loan Council, at its meeting on. 21 June
1984, adopted a Commonwealth proposal for the introduction of a system of ‘global’
limits on Commonwealth and State authority borrowings, The new ‘global’ approach is
designed to broaden the scope of the Loan Council’s oversight of authority borrowings,
at the same time increasing the flexibility of the authorities to borrow in ways best
suited to their requirements, including (within specified limits) overseas, (Details of the
new approach are provided in Budget Paper No, 7.)

The States agreed to limit, on a voluntary basis, total new money borrowings from
all sources by authorities and government-owned companies in 1984-85 to about the
same money level as in 1983-84. After taking account of the prospective fall in the
Commonwealth sector’s borrowing requirement, the total public sector borrowing
requirement should decline both absolutely and relative to GDP in 1984-85,
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APPENDIX TO STATEMENT NO. 6

COMMONWEALTH SECTOR CAPITAL EXPENDITURE AND BUDGET
PAYMENTS FOR CAPITAL PURPOSES

This Appendix brings together, for the first time in the budget documentation, data
of Commonwealth sector capital expenditure and budget payments for capital pur-
poses, Trends in these aggregates are considered, together with their implications for
public sector capital expenditure.

The table in this Appendix shows movements in Commonwealth sector capital
expenditure and budget payments for capital purposes, and in components of those
aggregates, over the past decade. The graph presents some of the data from the table in
real terms over an extended period. (Data expressed in real terms in this Appendix
have been adjusted by movements in the non-farm product deflator.)

The data used to produce the table and graph are for the most part budget outlays
categorised by economic type. Expenditure under the Civil Works Program (detailed in-
Budget Paper No: 6) is subsumed within budget sector capital expenditure (Item 1 of
the table). Defence works are not included because under the national accounting clas-
sification they are categorised as recurrent expenditure. Commonwealth sector capital,
expenditure (Item 4) has been taken from the Australian Bureau of Statistics’ publi-
cation Australian National Accounts. While comparable, the two sets of data are con-
ceptually distinct, The budget data are on a payments basis and only a small proportion
is final expenditure in the national ing sense, the remainder comprising grants
and advances either within the Commonwealth sector or to othier sectors.

Where budget payments do not constitute direct expenditure (i.e. they are transfer-
red to a body outside the Public Account for final disbursement) they do not always
add to (and hence are not recorded by the Statistician as) demand for goods and ser-
vices in the same period as the budget payment is made. Timing differences of this type
are most common. for payments to other sectors but there are also instances within the
budget sector where payments are made to general government authorities which oper-
ate their own bank accounts,

For budget payments other than.expenditure on goods and services, ‘purpose’ can-
not be assigned with compl fid The C wealth does not, in most cases,
exercise direct control over the use of payments designated for capital purposes and it is
unlikely that all are put to that use. Conversely, funds intended for recurrent purposes

(which are notincluded in the table or graph) may be used to finance investment,

Finally, where budget payments are used for the purpose designated, (e.g. capital
expenditure) this does not necessarily imply that final (in this case capital) expenditure.
would i For ple, it is open to to substitute budget for other funds
(e.g. borrowings) to finance a project that. was to proceed regardless of the availability
of budgetary assistance.

Difficulties of the type described above are inherent in assigning purpose to budget
transactions. The approach adopted here has been to abide by conventions of budgetary
classification. (See footnotes to the table for an explanation of the various categories.)
‘These conventions tend to obscure classification problems of the type mentioned above
and this should be borne in mind when analysing the data.
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Total Commonwealth-Capital Expenditure and Payments
for Capital Purposes, 1972-73 to 1983-84 (1979-80 Prices) (aXb)

$'000m

g T T T T v T T T T T
72-73 7475 76-77 78-79 80-81 82-83

Budget Sector Capital Expenditure — to be read as the difference l?etwecn Total
@ Commonwealth Capital Expenditure (—) and Direct Capital Expenditure by the Com-
monwealth Non-Budget Sector («=-=- )

———— Budget Advances to Commonwealth Authoritics
Direct Capital. j by the C¢
Total C h Capital di
——————— Budget Payments to the States, the NT and Local Government Authorities for Capital Purposes
~Total Budget Payments for Capital Purposes

Non-Budget Sector

(a)Adjusted for movementsin the non-farm product deflator.
(b)Except for Budget Sector Capital Expenditure, values should be read from the bottom
ofthe vertical axis.

Payments to the State and local government sector comprise the majority of budget
payments for capital purposes. In real terms they peaked in 1974-75 and thereafter
declined steadily until 1981-82, That real decline over the seven- years to 1981-82
accounted for approximately half the reduction in total budget payments for capital
purposes over the same period.

Despite the reductions in Commonweaith payments for capital purposes from the
mid-1970s, State and local government sector capital expenditure was broadly main-
tained in real terms for the six years following 1974-75, and it has since increased sig-
nificantly. Over the decade there was a shift in the composition of State and local
government investment, with general government accounting for & smaller and public
trading enterprises a larger portion of the whole,
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The ability of the State and local government sector to maintain its total capital
spending in the late 1970s.can be attributed. in part to the real growth in. Common-
wealth payments to that sector for recurrent purposes, including general purpose rev-
enue funds, These funds may be spent according to each State’s own priorities, includ-
ing for capital purposes. In addition, as is explained in the body of this Statement, there
has been a substantial increase in commercial borrowings by State and local authorities
in recent ycars, much of which was raised outside programs approved by Loan Council,

As noted in the outlays section of the Statement, the shift over the decade from ad-
vances to grants within total Commonwealth assistance to the State and local govern-
ment sector has increased the effective assistance to that sector. As well as accounting
for a smaller proportion of total payments to the State and Jocal government sector, ad-
vances also now comprise a smaller proportion of Commonwealth payments to that
sector for capital purposes than they did ten years ago. In 1974-75 advances comprised
47% of such payments compared with 21% in 1984-85.

The component of budget payraents for capital purposes which has declined most
over the past decade, and which principall, for the steep decline shown on the
graph in total real payments for capital purposes in 1975-76 and 1976-77, is advances to
Commonwealth authoritics. This category reached a low point, in real and money
terms, in 1978-79-but has increased in real terms in more recent yzars. The decline in
this category of payments in the four years to 1978-79 reflected, in the main, the shift
off budget of financing for the-capital programs of the major commercial authorities
which commenced substantial borrowings on their. own account. Telecom, by far the
largest Commonwealth authority, also increased: its reliance on internatly-generated
funds, The decline should be scen in the perspective of the significant increase in budget
advances to these authorities in the years immediately preceding 1975-76. The peak in
1974-75 also reflects advances made in that year to the Australian Wool Corporation to
finance stock accumulation.

Capital expenditure by the non-budget sector (which accounts for the major part of
total Commonwealth sector capital expenditure) has been the most stable of the major
categories shown on the graph. This reflects the commercial orientation of most public
trading enterprises and the incentive they haveto maintain capital expenditure levels in
the. face of fluctuating levels. of budgetary finance. Their ability to do so depends on
access to extra-budgetary sources of and finance.

Movements in real off-budget capital expenditure over the period: followed,
nonetheless, a broadly similar pattern to the other categories—a significant rise in the
first two years shown on the graph, followed by a substantial decline in real expenditure
up t0-1978-79. To a large.cxtent this reflected stock movements, There was a substan-
tial accumulation of stocks (notably wool stocks) in.1974-75 and a fall in each of the
subsequent five years. '

Since 1978-79 real capital expenditure by this sub-sector has increased in most years

and for the five years as a whole reflecting, in particular, growth in Telecom’s capital
program.

Budget scctor capital expenditure did not grow.in the early 1970s as rapidly as the
other categories shown on the graph and'it declined substantially in the second half of
that decade, particularly in 1977-78 and 1978-79 when expenditure fell in real terms by
31% and 28% respectively. The low level of real expenditure in the late 1970s reflected
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the completion of major Commonwealth construction. projects with few com-
mencements; a curtailment of general capital spending including in the ACT; and the
progressive transfer of Commonwealth functions to the Northern Territory which was
granted self-government in 1978-79, This area of expenditure has grown in real termsin
more recent years, The substantial rise in expenditure estimated for 1984-85 reflects a
pick-up in activity of the Parliament House Construction Authority and increased.
expenditures on airport works, ACT land servicing and housing and plant and
cquipment.

Budget payments to the private sector (Item 6 in the table) almost doubled in
1983-84, reflecting in particular the strong growth in expenditure on housing assistance
under the First Home Owners and Home Deposit Assistance Schemes.

Total budget payments for capital purposes (Item 7 in the table) comprise pay-
ments to Commonwealth authorities, the State and local government sector and the
private sector and budget sector capital expenditure (the summation of Items 1, 2, 5
and 6). The graph shows total payments in real terms growing rapidly in the early
1970s, peaking in 1974-75, and falling sharply over the next few years before stabilizing

over the period 1979-80 to 1981-82 at less than half the peak level. Real growth has.

since resumed and the budget estimates imply that it will continue in.1984-85,
Conclusion

The past decade has witnessed a pronounced shift in:the composition of budget out-
fays. In 1974-75, total budget payments for capital purposes comprised.one-quarter of
total outlays, That proportion had declined to less than 9% in 1981-82, a level around
which it has since remained. Outlays for non-capital purposes increasedin real terms by
some 40% over the same seven years,

The main conclusion that might be drawn from the data presented in this Appendix
is that the Commonwealth budget now plays a much smaller role in capital formation
than it did ten years ago. The effect of this development on capital expenditure by the
public sector as a whole is less clear. While real budget sector capital expenditure cer-
tainly declined over the decade, capital expenditure by the public sector as a whole has
remained relatively stable (although falling as a proportion of GDP in the late 1970s
and recovering somewhat since then). A major factor behind these expenditure trends
would appear to have been the alternative sources of funds available to the Common-
wealth non-budget and State and local government sectors.
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NOTES ON TABLES

Wherever possible, the definitions and concepts adopted for the historical series are:
the same-as those used in Statement No. 3 and Statement No. 4 (although the-tables
presented here provide less detail than do.thosc in Statements Nos. 3 and 4). To the
extent practicable, historical data have been adjusted to climinate major. breaks in
series; however, some important changes affecting comparability cannot readily. be

d'and are ioned below. Major discontinuities are indicated in the tables
where appropriate.

Revised treatment of areas of expenditure under both the functional and economic.
type classifications, which occur from.time to-time, require revisions.to historical data.
in the tables, The figures may therefore differ in some respects from comparable figures
shown in the Budget Statements in previous years, Significant chariges to the functional.
and economic type classifications are noted each year in the Appendix to-Budget Paper
No. 1.

The assumption by the Commonwealth- Government in 1973 74 of full financial
responsibility for universities and-colleges of ad d education. contributed to an'
increase in outlays classified to Education but also involved a comp ing d in
general purpose funds provided-to the States. Asa quence, the rate of i in
Commonwealth government d d to Educationin 1974-75, which was the-
first full‘ ﬁnanciﬁl year of the new tertiaty education arrangements, is very much

d. (Cor ly, the rate of i shown, for. the same year, for the category
‘Payments to ot for the States, the Northern Territory and' Local Government
Authorities nec’ is somewhat understated.) This discontinuity only affects Tﬁﬁles 2and
4 which present year-to-year percentage changes.

The: 1mplementxt|on from, 1 July 1976 of the new Commonvwealth Superannuation
Scheine is reflected du'cctly in two ltems in'the functional classification: outlays under
the heading' ‘Net § ion Pay * and the receipts item, ‘Unfunded:
Employee Retirement Beneﬁts Contributions’. (For further details; see.the Appendix.
to the 1976-77 Budget Statements.)

The h of family,’ 1] introduced in 1976-77 inyolved the abolition of
tax for d hild, and. students, offset: by increases in- family
allowances in place of child endowment. The-effect of this-measure was to increase
significantly-the level of outlays on Social Security and Welfare in 1976-77, and to
increase receipts from personal income taxation above what they would otherwise have
been.

On 1 July 1978 the Northern Temtory became a self-governing, territory.
Responsibilities transferred to the Territory from that date were mainly of a State-type.
character, as were the responsibilities transferred. on 1 January 1977, In' terms of
financial arrangements, 1977-78 and' 1978-79 were transitional years. During. those
years the Commonwealth provided'the bulk of its assistance to the Northern-Territory
through global (general purpose) allocations which were recorded under the heading
‘Payments. to or for the States, the Northern Territory and Local Government
Authorities. nec’. Before 1977-78, outlays in respect of the Northern Tetritory were
undertaken as. direct Commonwealth budget outlays,. rather than’ payments to the
Tcmtory, and -were classxﬁed under appropriate functionial headings. Since 1979-80-

fi arrangem with the Northern Territory have been similar
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to, although not identical with, those which exist between the Commonwealth and the
States, In place of a global'allocation, the Territory receives a combination of specific
purpose and general purpose payments, the former classified to the relevant functions:
and the laiter to “Payments to or for the States, the Northern Territory and Local
Government Authorities nec’.

Grants.to the States for. pensioner accommodation in 1977-78 and previous years
were recorded under Social Security and Welfare. In 1978-79 the scope of this scheme
was extended to allow wider eligibility and to give the States greater flexibility in the
application. of the grants, In the light of these changes, grants. under this program in
1978-79 and later years are now classified to Housing.

Outlays for the years from 1981-82 to. 1983:84 and the- estimates of outlays for
1984-85 shown in the tables reflect changes in health. funding arrangements, Specific
purpose payments in respect. of hospital operating costs (for NSW, Vic, Qld, WA and
the NT, and from 1 February 1984 for SA and Tasmanm), and community health and
school dental services, recorded under Health in previous years, have been replaced by
general purpose- grants, shown under ‘Paymcnts to or for the States, the- Northern
Territory and Local Govérnment Authorities nec.’

In 1975-76 the Tasmanian railway system and the non-metropolitan railway system

in South Australia: were transferred to the Commonwealth. The transfer resulted in an
increase in outlays on ‘Transport and C ications’ (reflecting an i  subsidy

to-the Australian National Railways Commission to cover. operatmg losses) and a:

decrease in the levels of general purpose funds provided to the States.

4

Major: changes to administrative ar the Iatest being on 11 March 1983,
have introduiced certain discontinuities i into the series. (See the ‘Notes on Tables”in last
year'’s Statement No..6for further details.)

The identification in the 1984-85 estimates of the net cost to the Commonwealth of
educating students from developing: countries. in Australian schools and tertiary
institutions has introduced a further discontinuity into the tables. Estimates for this cost
have been made only for the years 1980-81 to 1984-85 and consequently data for these:
years are not fully comparable with the earlier years. The discontinuity will be removed
when adjusted data b ilable for the earlier years.
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Table 1—Commonwealth Goverament Budget Outlays and Receipts 197475 to 1983-84 and 1984-85 (estimated) (Sm) (a) (b)

1984-5

197475 197576 197677 I9TI-TE 197879 19790 1960-81 158182 198233 1983-84 (cstimwtc)

1635 1362 219 238 2616 3018 350 41 4782 SM3  sa®

16683 1g4 2210 242 2509 2611 2874 3268 3M6 & asu

1283 2953 253 26 2901 31 35 0 2902 4411 slm4

3nz 5031 6367 7425 3095 Kl 9920 13501 14112 16438 18047

562 569 505 E pr 30 s M 104 122

364 ns 245 160 107 103 7 st % 108 92

237 253 257 261 T 32 @ 22 62 78

1291 13 988 54 ™ 07 % 11 167 1T 125

56 71 7 a5 ] 25 54 67 103 97 03

1 364 22 219 ) 63 o w2 1m 1015 1053

167 28 242 m 3l 02 36 40 s 18 122

) 55 59 65 61 [ (3 92 58 18 123

2356 2057 1S83 1528 1619 18 2213 20S 3762 4D 43%

2 53 63 75 7 " 2 132 1% 200 27

Law, Ordecand PublicSafty . . P 108 126 135 1 200 320 376 a2

FWMMIMWM 435 469 516 565 608 664 ¥07(c) 933 1045 1160 1262

Soumﬂ:kuenmhnec 143 167 185 198 n7? 313 437 453 435

Servioes : 81 653 7 813 38 927 192 12 199 163 197

Total oot e e 1285 1451 1614 178 1916 2138 2546 2965 349 380 4%
10. Not Allocated to Function—

Governenent Authoriticsnee  « . . . . . 3700 4436 5123 soIs 6513 7100 197 953 10991 12253 1289
PublicDebtInterest . . . - . . . . . . .. 887 %7 1412 166 1571 2223 2561 2381 33 4 sen
Albnnee for Siaff, Wage and thry Increases (Non-

............... — - - — — — — — — — 6

TOTALOUTLAYS . . . . . - . . ... 1780 21831 24093 26717 28991 31637 36098 41305 48935 56570 63948
TaxationRevenue . . . . . . . . . 14085 163 19642 21346 232 2TNS 32467 37T} A0BM MAT 52480

z . Ioterst, Rentand Dividends 19t 4 1647 184 1945 203 2280 2589 2928 3318 368

: -6 —4 85 25 300 240 385 700 %1063

TOTAL RECEIPTS . . . . . . .. .. 1527 18264 21374 23405 25534 29603 ASEE 40758 44462 48610 57203
peRCIT L ..ol 256 3567 2719 33 3457 2034 1109 M3 4473 7961 6745

(ﬂ) nal clasifi ) ) ) 7 ) )

@) s« “Notes on Tables'.

P

) A of ati developit

1980-81 onwasds. (See Appendix 10 this Budget Paper for details.)
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Table 2—Commonwealth Government Budget Outlays and Receipts 1974-75 to 198384 and 198485 (estimated) (Percentage Changes

from Yearto Year)
) o ] 1984-85
197475 197576 1976-T1 197178 1978-79 (97930  190-81  1981-82  1982-83  1983-B4 (cstimate)
Outlays— o i ) ) o
1. Defence e e e e e e e e e e e e e .. 228 139 176 89 9.6 154 165 187 126 8.1
2 Eduaation . . . ... ...l llll 918 139 167 87 53 32 138 137 59 n2
3 Health . ...l 00 AR 336 1301 -39 61 75 92 ~2008) 176 238 w2
4 SocalSecurityandWelfare L 1 1111l ©3 355 2%6 166 90 85 159 27 165 98
5. DIUUUT wes -199 24 ~79 —24  —104 4 64 »2 2t
6. Urban and Regiona! Development mec and the
Environment - + . .« - . LT 59 =363 —M6  -HO0  —40 349 929 01 -
7. Cultureand Recreation .+ - - - . . . .. . . 54 5 12 15 75 141 199 82 3 201
8. Economic Services—
Trampostand Communication . . . . . . . . 488 29 =257 —136 =153 166 225 19.6 493 74
PotrSappy BerictyandGas | 1011 232 263 19 312 -878 9 1193 200 542 -39
Indust; and Devel L 839 =539 —=39.1 258 761 2438 138 349 1.7 Kt
Libourand Employment -~ o+ @« o o - Ll 434 306 110 175 166 —89 20 151 489 87
icServices . L . L . Ll 356 124 5 ns 22 26 53 8 15
Total . o.v ... N 5728 -Bs  —»3 =34 58 129 21 20 31 29 62
9. General PublicServices—
Logilative Services . . . . 77 22 192 184 =64 121 23 181 500 09 53
Law,Orderand PublicSafity . . X 543 291 162 77 276 156 110 162 23 174 150
Fordign Affairsand Overseas Aid : 202 77 101 94 75 92 26 153@ 19 w1 37
GeneralandScientificResearchnec - - . . . . . 284 168 106 71 149 181 164 253 109 38 03
AdministcativeSenvicss « + - . . 1 . o o - 358 124 109 122 3. 107 172 143 129 153 24
Total . v .o ee .o e 22 129 n3 o 1w0s 23 ne 190 165 150 161
10. No(AllouwdwFunclm~ B
Local Government Authodticsnes. - .« » » - 339 199 155 154 1 30 123 243) 109 s 47
PublicDebtInterest » + - -« . . L ... o 246 %0 459 168 195 128 152 125 172 282 294
TOTALOUTLAYS . . . . . . . . ... 60 25 104 108 a5 9.1 141 184 185 156 (0130
Receipts—
TaationRevenue . . . 4 . o 4 oo e . ... . 300 196 166 87 91 172 189 164 31 90 179
herReceipts » - - . . ... a e 127 19.5 20 189 91 23 97 180 20 135 154
TOTAL RECEIPTS . . . . . . . ... 84 196 170 95 94 159 182165 2. 93 172
(a) Srcfoo(nol:(c)wT:blel. i i o o o )
i ification between 1980-81 tyears.
B A ot ety cvesscs (ron el
Table 3—Commonwealth Goverament Budget Outlays 1974-75 to 1983-84 and 1984-85 (estimated)
(Constant 1979—80 pnm) ($m) (a)
- - 1984-85
19775 197576 1976-T7  STI-T8  1978-79  1979-80 19081 1981-82  1982-83  1983-84 (estimate)
264 261 276 2 288 3018 328 3361 34% 3667 3
2731 26nm 2801 2813 2713 2611 2602(%) 2657 2T6 2783 2906
2108 4d6s 323 3160 318t 3169 3305 2368 2504 3005 398
6095 709 3070 8695 8376 3784 8994 935t 10316 nss 11543
115 3 9% S92 an 343 309 m s 04 B0l
mea 597 543 e 188 ns 103 7 a 72 % 59
7. Cultureand Recreation - - - . . . NI 389 357 326 306 38 321 365 392 38 a7 an
8. EconomicServices—
TamportandCommunication . . . . . . . . 2120 184 1252 1000 3 07 87 % 122 119 1y
Water Supply, ElectricityandGas ~ _ . . . . . . 22 100 91 53 6 25 o St 75 3 59
I Assistance: t oL .. 9 514 281 27 539 613 633 766 810 691 673
Labourand Employmeat - . . - . . . . | . m 37 307 33 363 302 3% 3% 501 70 72
Other EconomicServices - . - - 1 . . . . . 80 7 % 7 7 8l 7” 7 2 B ™
Totsh . .. e e oo ..... 385 2873 2006 W 175 188 206 221 2150 27 2782
9. General PublicSServices—
LegilitiveServices . . . . . . . . . . .. 69 75 50 8 7 I 102 108 s 136 1%
Law,Orderand PublicSafety - - . . . . . . . 138 153 159 159 1% 200 200 209 23 25 m
Forcign Affairs and Overseas Aid . . © o . . . 7s 52 654 &2 666 664 e 19 264 ™0 807
land Scientific Researchnee . . . . . . . 235 26 234 232 249 269 284 3% 319 309 291
AdministraliveServices - - - . . . . . 1. 954 921 918 952 919 927 9 015 10% it 1266
Total ... u e e ... . 210 2046 2046 2092 2001 213 2308 2411 242 2602 283%
10. Not Allocated to Function—
umetMSumeNmkamloqu
Local Government Authorities 6015 6257 6493 692 728 7100 726 8055  BOX  SMT 806
PublicDebt Intevest . . . 1457 1364 1789 193 2161 2223 2322 2342 2469 2949 3582
Aligwance for Saf. Wage and Salary fnereases (Noa-
ence) - - - - - A — - — — - - — — - - 38
TOTALOUTLAYS . . . . . . .. ... 29261 _ 30792  305% 31285 3179 3167 3278 3352 35T BSIS 40903

(a) Constant values md rates. orchang: in Cmnmwuhh ‘budget outlays by functional ﬂlcgofy have becn :summed by deflating current price vxlus by the |mpl|c1l price deflator for non-hrmGDP (The farm
sector it

duces budget outl

farm prioes which may be unrclated

o

propriated for its own use.
{5) Seefootnote (c) toTable 1.

ces which the Gy

Tasap-



Table 4—Commonwealth Goverament Budget Outlays 1974-75 to 1983-84 and 1984-85 (estimated) (Constant 1979-80 prices)
(Pcreentzge changcs from yearto year) (a)

1984-35
197475 1975-76  1976-77 1977-78  1978-79  1979-30  1980-81  1981-82  1982-83  1983-84 (estimwic)

Outlays—
1. 0§ -2t 51 0§ 27 52 66 a4 49 ) LS
2 588 —-22 49 04 - 14 - 59 ~ 03(8) 2.1 22 25 44
3 i} 976 -26 19 07 —04 43 - 58 20 36
“ 23 164 137 72 21~ 10 24 49 103 85 3
H 08 -2 ~123 -149 -2 -183 -9 205 450 03 137
1292 =91 -428  -¥6 -33  ~-125  —N0 -7 74 26 -198
2 22 —82 -86 —62 07 Q 137 s -21 93 121
K 2
29 -ne  -m2 -1 —207 13 11 23 2 -8 ot
(] 20 ~-36 005 929 103 7 -124 -7
507 162 13 32 20 53 —~WuT  —26
28 92 —170 160 3] a8
X} 30 -43 100  —46 =26 — 13 75
w . 23 —~108 -—o02 30 o8 na 22 4 —w
L9 Gonend PubicSetviens -
-nus 94 —124 22 20 59 M9 —60 439
%4 ~0s 195 a2 ng 94 s
~1s 1 07 -4 w2 37 -0 35 21
52 -1 76 22 -0y -32 -3
13 - 35 09 135 29
Tota) 59 22 04 TR 45 W 44 90
10. Not Allocated 1o Function—
93 30 33 67 4.1 -15 13 s -3 3 -
21 —63 3 23 119 29 R 09 54 195 ix]
196 52 —as 25 16 -0 s 26 &5 17 61
(#) SeFfootsote (e) 0 Tabie 3. ' - ' o i T
(6) Seefootaote (c) to Table 1.

Table S—Commonwealth Goversment Budget Outlays by ¥ Function as Proportions of Total Budget Outlays 1974-75 0 1983-84amd
X 1984—85 (uﬁ-ated) (Per oent) (a)

16€

197475 197576 197671 19TITR I9TRT). 197900 196031 158132 190233 I3 (wuimete)
<2 85 91 9 90 95 I 0o 9 91
53 87 92. 90 a7 83 200 79 76 7
72 135 108 101 100 100 101 o 10 27
208 0 264 78 29 3 as 7 ey n2
39 26 23 19 13 ] 03- 11 5 20
20 i3 10- 08 04 o3 02 01 o2 a1
13 12 1 10 10 10 I 12 1 ]
22 61 “ 32 25 26 27 29 16 3 29
03 03 o3 02 N Y 02 02 a2 or
26 08 02 07 09 o5 o5 o8 05 os
12 07 03 o8 13 14 12 15 13 11
09 10 10 11 1 18 1 1 13 20 15
03 03 02 02 02 03 02 02 a2 02
132 93 66 57 56 58 61 6 I 22 &8

02 02 03 o3 02 02 3 03 o 04
05 I 03 03 o6 6 Y3 s o7 o o7
21 21 21 21 21 21 26 23 21 21 20
o3 08 s o7 08 08 a9 10 09 oz o7
33 39 30 30 29 29 30 30 29 29 0
22 s 61 & & 6 w12 8 & e

10. Not Alloczied 10 Function—
Paymetizs 16 or for the Stales, the Northern Territory and ~
WA“MIS PR a e = 208 203 23 21 27 224 21 24.0(c) 25 a3 201
" 50 v 9 62 63 70 r Y 69 i) ()
- - - - - - —~ - - - 01
TOTAL OUTLAYS .. w00 100 1000 1000 1000 1000 1000 1000 100 1000 1000
— - = - = -

on Tables.
(b) s«!ooua: Q)10 Table .

Northern Territory, etc., for 1981 g nt yea i i T See"Notes on Tables™s



Table 6—Commonweslth Government Budget Outiays 197475 to 1983-84 and 198485 (estimated) ($Sm)

1974-75 1975-76 1976-77 1977-18 1978-79 1979-80 1980-31 1981-82 1982-83

) 1984-85
198384 (estimate)

I DEFENCE—
M B
AN -« c e e e e e e e e e 185 154 204 21 28 243 b 330 33
Foes . ..., 0. l1111! 78 832 35 10w 1076 t26 13 1309 1310 1m 28
NP 4 s: 73 %0 919 14 134 138 17348 213 2
Defme:lndwml&pnaly(n) [ o 109 12 134 129 128 170 2 304 39 35
envoe Scienceand Tech LTIl 19 1 5 8 87 % 109 i26 1% 147 158
Defence AidandCooperation. . . . . . . . . X 9 3 25 ) 38 © “ 4% '
Storageand T R 12 il 13 is 19 23 31 3 32 3
OtherOutlays - . . . . ... ... ... 130 143 B 21 a7 253 304 3 395 a5 450
bukmnslndke?‘ymenu W e e e e e e 136 62 L7 81 96 97 9 140 169
rospecti Increases . . — — — ot — — - —_ — - I
TOTALDEFENCE . . . . ... ... _ 1635 182 219  23% 2616 3018 3550 413 4782 533 5820
2. EDUCATION— ) ) o ]
Universities . . . . . . . e 08 s 52 m 730 798 w3 1o 109
AdvancedEdvcation . o o . ... .11 11! 33 393 an a5 508 530 s85 616 as e i
Technicaland Further Educaion . - . . . . . . . 55 [ 10 113 1 168 198 24 281 364
w =
8 SchoolsintheSaleradNT, | 513 s8s sat 752 775 736 86  1ol6 129 130 1480
9 Schoolsand Pre-schools in the A MRS, 57 %0 ) 8 93 o 106 17 12 15 12
OtlerOutlays . ST Lol 3 4 s s s 6 5 4 T3 10
-+ SchoottoWork Transition(8) . . . . . . . . . . = — i 1 3 8 2% 4 a2 2 .
Sodent AscsSchenst 1111111 100 13 162 4 183 182 1% 20 20 208 k)
roupe 4 55 45 56 65 7 8 102 12 127 145
OtherOutlays(oet) . - . o L L L L1110 17 2 2 20 2 2 ~39 -2 -68 -7 -5
TOTALEDUCATION . . ... .. .. 163  18% 2210 242 259 261l 287l(c) 3268 3716 4085 454
 HERTH i, ’ .
cal Servi s ... .. 287 ™ 02 0 605 13 2 02 1064 1533 248
Hoapital Servicesand. DI 25 12 0s 1315 132 14 1 593 82 B 138
Health ProgaamGrants . . . . . — 7 s . 4 4 s 6 4 ] s
Phammscewtical Services and SIlinl a7 27 295 316 33 365 439 506 573 I
sand Beoefits 195 23 20 303 3i9 3 5 657 s %0 1132
CommunityHeallh FacidsandServiess . - - - = - % 55 n % 54 5 & 3 9 n 12
Treatment and Prevention of Tuberculosis . . . . . . 15 3 s 3 1 1 1 1 1 A .
HealthServicesia the Territodies(d) . . . . . . . . 7 85 107 101 7% 47 st o 87 ] 120
Other Outlays (net) - - - - . . . . . i 1 16 183 m 173 1. 94 203 28 £ a7
TOTALHEALTH . . . . .. ..... 1283 2953 2543 2658 2901 3169 3645 2012 3435 441l 614
(@) Sec inthe funce iication, ) i ) o
@) T o¥ Scheme in 1979-80; earlier years’ der thi i Y i the Program for ‘Youth which i
to . N 4
(c) Seefootnote (¢) toTable 1.
id 1978 relate ACT.

€6€

Table 6—Commonwealth Government Budget Outlays 197475 to 198384 and 198485 (estimated) ($m)—continued

1974-75 1975-76 1976-77 1971-78 1978-19 1979-80  1930-81 1981-82 1982-83
-Sm Sm Sm Sm $m Sm Sm Sm Sm

1984-85
198384 (estimate)
$m Sm

4. SOCIAL éECURITY AND wﬂFARE—

AsstancclotheAged(d) . o - . . . . .. .. 1655 22 252 3025 331 3593 403 4610 4®S  SMs 596
i a5 S5 659 795 85 %0 118 1323 1IN0 zom  23M
Assistance tothe Handicapped pi3] 4 81 687 Y %1 1006 1125 1245 1462 ANS
‘Assistance 10 Widows and Single Parenis 2 ® 2 652 752 e e im lw a7 s
AsisameioFamitesth) Lo o 244 24 1057 1035 103 1054 197 1481 164 1w
Asisancc ot Unemployeand S m 76 8 91 0% 1121 1% 1w e e
o ot oy Doy 204 - ] 29 28 238 20 310 380 h 554 75 909
TOTAL SOCIAL SECURITY AND WELFARE 3712 503t 6367 7425 8055 8783 9920 11500 M112 16438 18047
5. HOUSING— - ) ] )
rntsand et AdvaocestotbeStates 1 31 363 % ) 6 259 27 22 @ @60 (0823
Home. : 13 7 H 35 2 S 4s s 150 202 280
. 120 -2 -u -1 - -4 vt -5 = =) P
: 105 7 52 2 » 3 121 w2 9 5
: 35 w2 107 » -13 -2 -2 -19 -10 - K
1 - .. . 1 . .
. 2% » 23 b % 3 2 ] i " 16
g5 R 16 4 3 3 3 5 3 6 7 7 u
Less Other Recovericsand Repayments . - . . _ . 3 3 i 5 1 1 1 1 ! ] !
TOTALHOUSING . . - . . . . . . . . T m s62 519 505 S 3 453 740 1033 252
6. URBAN AND REGIONAL DEVELOPMENT NEC ) S )
AND THE ENVIRONMENT—
Urbanand Regional \Expenditurencs . . . 191 194 12 10 & 6 o 7 45 50 »
........ Lo 139 1% 8 19 9 [ 3 4 16 12 6
OtherOutlays (net) - + -« - o . . L. - 3 s © 38 2 B 2 » 38 % 58
TOTAL URBAN AND REGIONAL DEVEL-
OPMENT NEC AND THE ENVIRONMENT 34 385 25 160 0 103 1) 51 £ 108 92
7. CULTURE AND RECREATION. - )
Broadcasting nthkvl'si)nm 152 169 169 7 180 201 237 324 354 399 456
OtherOutag(act) » v o v s 85 8 3 % 100 120 15 158 167 23 285
TOTAL CULTURE AND RECREATION . . W I 261 P w @ s2 o2 .5
(a) Ser‘Nn(smT:bls ¢ darra ; i N h
N b cation. Th an Edwcation.
£5275m in 198485 for ing nominated from withi Works and Housing Program—See

(K') Includes an amount of $146m in 1982-83,$227min 198‘ 43
Appendix.
() Outl is head 1978- Mo ateo ACT.




Table 6—~Commonwealth Government Budget Outlays 1974-75 to 1983-84 and 198485 (estil d) (Sm)—continued
197475 197576 197677 X o]
s 1 197671 19TIT8 197519 197980 1980-81 198182 191283 18384 (eecwne
s FCONOMIC sexvncss ) ) o )
A TRANSPORT AND COMMUNICATION--
52 0 208 4s -2 -2 “ 3 62 2 2
3 25 ~16 -2 =9 -% =31 12 163 ~ -
) T 17 188 iog 26 21 37 08 b it
o 5 & 73 7 P % Y b 3 H
. 102
1 23 2 2 W7 ] 52 % ‘5 u
146 130 7 o 4 4 12 23 2w 3
363 o 4 a 08 565 o s 51 1
4 st 5 at 33 £ 37 R
04 o5 a7 543 54 s 67 ™ %3 124 13
w - - é =
® u s 23 109 % % n n
12 (] —3 —4 -3 .. 11 23 9 “9;‘ —’g
36 95 T ) 105 97 ] o 1% o5 3
& 2 » 19 3 n ® M g on a
45 £ 58 51 2 « “ 35‘ “ » l:
& 6 3 15 12 12 10 7 ] -5
% A 37 47 -8 49 36 “ » 41 5.
7 15 19 2 2 7 % » 33 “ o
AL TRANSRORT AND T ' ) i i B
couuumo\ .......... 1291 13 ‘s 354 2] 207 M9 Mk 1% i 1
2 1‘:’.&“ surrLY, ELECTRICITY AND GAS— o o ]
e io » % n 15 6 4 6 Bl
Sacwy MountsinsScheme | L L L L L.l =2 -5 a4 -5 -5 -7 -9 - ] =
Giedone PomecStaion 4 111D 2 » % . = -1 2 ~2 K -3 -3
ou;:q-uy;‘ S 12 7 I R x s % - F P
Ropaments | = 3 ¢ ¢ 5 s 2 ‘ 2
56 n ] 45 6 25. .. .6 103 . 97 93"

S6€

'l'ﬂle G-—Co-uwullt Goven-elt&igu Onhys 1974—15 to 1”3-84 and 1984-85 (elﬁmtel) (Sm)—conunued .

197:-7’

19m-75 1975-16 1 76::1 1971 1: 197930 10-a1 19mn2 mz-:s

10 n 1 s '1o s s 5 14 3 7
05 - = 1 8 3t » 2 “
3 1 9. 7 3 19 ] o 19
-2 -2 22 -3 -3 P - ] 3
19 20 5 4 i 3 2 =i -2 n
6 7 6 1 t 2 -2 7 2 ‘2
i 24 37 12 » 2 2 it ™ a
3 % » 3 a i 7 16 18 “ %
8 3 54 55 -5 59 HE s & » 55
2 2 2 e il 1t 2 21 2 32 %
o Ed 7 2% 2% 15 3 i2 17 [ “
“ s “ 1% 251 183 162 25 373 m 317
6 .. - — — — — - - - -
s i % - 5 -5 -t a 7 2 0
31 43 2 15 12 14 19 27 26 27 2
] 19 is 1 2 u st 2 53 % F
2 [t i 2 3 5 % E 19 136 19
143 6 I 4 % "] ) 22 269 2% 206
7 T4 3 4 K s 3 1 2 2
- _ - - P 1% 20 197 155 % 15
7 2% 38 45 ] % 105 ns 125

is 15 16 [ 2 2 % 2% 3 35 3
3 - e ol s 1 3 " . -

- -1 N 1 - - 2 i i % 3
109 87 3 25 P 3t % 27 2 3 35
125 121 6 7 107 2 W 44 332 a2 24
2 - - . s 7 120 s 126 1s 123
= - = . 6 It 3 1% 1s 1 2
% - B z - -3 = - -6 25 -
. - .. - s 12 3 1
59 13 .. 54 st 133 168 109 158 162
91 364 » 29 2 613 8 s 1109 ol 1053

(€) Includes repayments from the former Petroleum and Minerals Authority and divestment of petroleum and minerals investments. Also includes amounts relating 10 return of uranium concentrate to the
Commonwealih stockpile.



Table 6—Commonwealth Government Budget Qutlays 1974-75 to 198384 and 198485 (esti d) ($m) inued
T i o ) 1984-85
197475 197576 197677 I9TI-T8  1978-79  1979-80  1980-81  1981-82  1932.83  1983-84 (estimate)
D. LABOUR AND EMPLOYMENT—
Conciliationand ArGItTStion « - « + .« . . . . 4 s 6 6 6 7 8 0 0 N 14
i 2 37 2 20 19 W7 17 2 19
W 2 % 18 155 Y 7 187 a3 ] 807
2 14 12 18 27 33 2 24 28
3 8 % 13 135 157 135 23 255 %6 357
TOTAL LABOUR AND EMPLOYMENT . . 167 218 202 284 31 302 386 450 685 M5 122
E. OTHER ECONOMIC SERVICES—
Eoonomicand TradeRegulaton (o) - - - - - . 13 1 " 16 15 Is 16 1 It i 2
. 3 ) 3 « @ s o 6 & & %
: 7 7 7 L 7 s 10 1 1 2 13
: 1 3 13 " 5 " 1 i 9 » 5
R 7 3 5 15 7 2 u % 2 2 2
TOTAL GTHER ECONOMIC SERVICES . e 55 B 5 & 81 I 92 8 108 123
w . -
b3 TOTAL ECONOMIC SERVICES . . . L 234 2037 183 IS8 1619 1828 2213 2MS 372 4095 430
9. GENERAL PUBLIC SERVICES—

LEGISLATIVE SERVICES—

" Parliamentary Expenditore . . . . . . . . 2 3 2 st 53 5 73 w07 153 163 21
Australian ElectoralOffice - . . . . . . . 9 1s 19 n 1 17 3 2 a 2 n
OtberOutlays - -+« - o o ool i 2 2 2 3 3 4 4 5 6

TOTAL LEGISLATIVE SERVICES . . . 2 5 6 5 » 2 12 198 200 307

B. LAW, ORDER AND PUBLIC SAFETY— N
Countsand LegalServicss - « - « -« + - . . . . 2 3 s 58 n 0 s 87 2 128 155
Police, Security and Criminclogy . - .+ . . . . . ] 50 s 5 7 8 e 136 160 19 2
OtherOutlays (ae) - « -« - o o o o0 b ot 21 2 23 2 2 32 33 35 « 50 5%
TOTAL LAW, O'RDER AND PUBLIC SAFETY B84 j 1087 126 j j lj" ) 71773 200 222 258 j 320 376 432
(g)S”Av-vv\du s for p i )
‘Table 6—C ealth Go Budget Outlays 1974-75 to 1983-84 and 198485 (esti d) (Sm) inued
- 1984-85
1974-75 19756 197671 197778 1978-79 197980  190-81  1981-82 198283 198384 (estimate)
C. FOREIGN AFFAIRS AND OVERSEAS AID— ) N ) ) ) o
Aid Payments

apuaNewGiinea . . . T . L. .. . L m 214 28 25 238 25 254 2% 02 3

Blate L.l LLLliil 116 95 97 120 154 2 m 3% 366 n i

MultilsteralAid © 0 0Dl I I a 41 % 7 67 » 95 1% 160 184 208
OtherOutlays (net) - - - . . . .. ... .- 105 120 136 145 151 165 195@) 20 242 262 0t

TOTAL FOREIGN AFFAIRS AND OVERSEAS - B C
435 49 516 565 608 664 207 933 105 1160 128
D. GENERAL AND SCIENTIFIC RESEARCH NEC— . . ) - .
Australian Atomic Energy Commiseion . - . is ) x ! % % » n % » 2
Commonwealth Scientific and Indus:

Organization . . . . - . . . 165 124 133 147 169 195 28 293 328 332 32
AntarcticDivision  _ L L L L .. ... - s 6 7 9 12 2t 23 2 32 35 £
ReseachGrants .. _ . . . . ... ... .. 8 7 2 n 13 1 18 2 2 2 »
Other Researchand Scencenes © . & - . . . . : 6 i 12 9 H 13 13 20 18 23 23

- TOTAL GENERAL AND SCIENTIFIC ) ) :
8 RESEARCH NEC .+ . » . . . . N 143 167 185 198 27 269 a3 334 a7 453 4ss

ADMINISTRATIVE SERVICES— )

Fintocil Al and Fical Adminstcaion 208 23 263 302 n3 n n 467 547 69 29
Statisical Services . 4 a 58 58 57 o 8 us 9% % 11s
General “ 57 54 & 3 30 3 45 53 55 [
3% £ & & s i 02 s 107 i 126

C 9 % 97 104 9 100 120 us 158 16 195

Dl 2 ) 2 2 18 16 33 20 3 4 58

il 3 s © “ 4% 51 3 & 73 10 2

Dl 37 “ r s1 s5 82 ® i 10 138 2

DN 2 » 3 0 3 45. 51 4 58 57 62

Ll 2 5 51 > 182 197 27 28 n 327 408

LessRooovesies « - - - . . LlllIil 32 36 “ 51 “ 356 58 67 101 105 19
TOTAL ADMINISTRATIVE SERVICES . . . S8t 653 24 813 838 927 1092 1248 149 6% 19W
TOTAL GENERAL PUBLIC SERVICES . . . 1285 145 1614 1786 1916 2546 2965 3409 3820 44

(a) Seefootnote (¢) toTable 1.



Table 6—Commonwealth Government Budget Outlays 1974-75 to 198384 and 198485 (estimated) (Sm)—continued
T - o o ) 198435
: 97415 197576 1976-T1 197718 1978-79 197980  1980-81  1981-82 196233 198384 (estimate)
10. NOT ALLockTéD 7O FuN&nvSN— | ) o ) ) o - o
A. PAYMENTS ATES, TH!
NORTHERN. TERRITORY. AND ‘LOCAL
GOVERNMENT AUTHORITIES NEC
SasTuSmigGrns(a) = . .. .. ... 23 30T 366 437 475 546 60N 660 72 8sM 9um
of Health Ll ~ P - - - - — L o e 13
‘mmmxnmmmw«) P 15 3 7 15 12 10 59 10 18 3t
938 1130 1197 1263 1269 1050 1104 1094 1003 1005 1048
e R oa s 8 104 a a7 49 st 53 s 57 59 61 62
Local Goveonment Tax Shating Entitlemntscic. 56 50 el 165 It 30 31 o 459 “w
Total Payments 10 or for the States and Local Govern-
‘ment Authorities nec e 3586 438 509  SBO8 6269 651 7478 9387 10287 1140 1205
p.ynmumuummwn,ory LlLlll - - = 3 280 3% ] 0 53 s it
Franklin~ © © — - - s — — = - - 63 s
Natural Disaster Relief (061 « « - - « - o + . - 13 58 2 B % 10 o 2 e 2 10
[ TOTAL PAYMENTS TO OR FOR THE ) ' B )
2 THE NORTHERN TERRITORY,
AND TOCAL GOVERNMENT  AUTRORT
TESNEC . . ... ........  3M0 A4 S SOlS Sy Ti0 TN 9wk losw 122 12em
B. PUBLIC DEBT INTEREST—
GrossInterest Paid . 997 195 1S5 175 208 235 2922 3014 3481 4418 Sen:
Less Interest on Govunml Securities and cash lnlmn -
held by the Commonwealth’ Government on its own
behall . L L. e ek e 110 128 114 105 108 136 151 133 109 3 7
TOTAL PUBLIC DEBTINTEREST . . . . 967 1412 1649 IS 223 2561 2881 3 430 50
C. ALLOWANCE FOR STAFF, WAGE AND T T
SALARY INCREASES (NON-DEFENCE) . . . ~ - - - - - - - - - ©
TOTAL NOT ALLOCATED TO FUNCTION . 4587 5403 6535 7564 856 932 [0SR 12789 1436 16583 1540
TOTALOUTLAYS . . . ;o oo . oo: . 17820 21831 24093 26717 28991 L6 3609 4INS 43935 SSSM 6394
(a) See"Notexon Tables’. ) ) T ) o ) o
®)In lief paymen a i 5of the 1983-84 Budget Papet No. 1,
Table 7—Commonwealth Government Budget Outlays 197475 to 198384 and 198485 (esti d) in National A Format ($m)
1974-75 1975-76 1976-77 1977-18 1978-9 1979-30 1980-81 1981-32 1982-83 1983-38 (estimate)
Net Expenditure on GoodsandServices i o )
Cunent Expenitue
..... P €] 1683 2002 2187 2404 2787 3304 383 4422 4989 5384
Aﬂolhtl’ o a o aa « . . . 2035 2386 2636 2952 3158 3348 3953 469 5359 §345 7403
— 348} —— 4069 —— 468 —— 5139 -—— 5562 —— 6132 —— 7262 — B5B —— 9] ——— 11334 —— 1278
CapitalExpendiure(a) . - . . . . ) 564 520 388 20
Totsl ... 3886 4634 5158 5527 5859 642 770 8958 10389 1914 13627
“Transfes Payments.
Personal Beneét Paymen on 6om 739 8268 9095 9895 N 13067 1590 w703 s
Untunded Employes Retirement
Benefits . . . . . P 88 106 121 139 162 5 1’8l 20 252 133 32 6233 330 19033 388 20669
Attt — a— — — e )7¢ 4 - — —— —
Grants to or for the States and Local 3% o1 49— 347 ? 10076 " 2
ities
~ ForCurrent Purposes. -+ + -+ - - 375 ssa 6112 122 7858 3800 9919 10953 12597 s 15657
FocCoptal Purposes. - - - - 1404 50 (89 1516 1492 1502 1595 16ss 2129 3066
- 2 o e 2 e T 53 1 s 1S — 2602 mzs—-——- o — ums
GnnmnlhethaﬂTunwly(b) .. -— — 53 20
InterestPaid . . . 20? 968 l‘|2 1649 1971 22 2561 2881 338 ‘J“ 5“"
“Transfers Overseas 349 370 47 4717 520 575 667 735 % 363
- 28 254 117 n 445 600 bl 938 1021 1033
Gnnufot?ﬂvllecapl 'Orms 121 m 101 124 16 i65 137 204 214 332 382
w Net Purchases of Existing Assets(¢) . . 103 -5 -4 -8 -3 -5 =178 - -10 —46 -37
v=3 — 168§ —— 1760 —= 2114 — 2607 = 3296 —— 3364 — ‘32‘_ 5149 ——= 592 —— 7l7| — I“l
Toral . .. ... ... 11268 15036 17214 19752 21902 24242 27255 3am 36380 ‘31]8 ‘90”
Net Advances
ToStates
Works Purposes . 09 s 85 ™m 635 668 658 546 519 s
Housing . . . 343 350 362 25 126 131 (V] 245 32 29
Other . . . . kri] 183 14 3 55 55 26 184 2] 3
2§ —— 3R ——— 12B— 126l —— 1129—— 3§I7—— B¥—=—— W— 9f—— SN—— 7%
ToNorthern Tersitoy . . . . . . - - - - -2 » 83 30 83
To Cnmmmmhh Governmem Authord-
=3 -2 - -u - - i } - % -
25 65 - =
-5 -4 -5 =5 -7 -9 -6 -6 -5
-15 23 92 -9 -31 12 163 -9 -3
39 i 1 1] 1 7 -6 -5
5 26 23 18 104 128 50 10
28 5 147 187 1 230 3 283
— 303 — 10} ——— 66— 110 179 —— M — 6l —— 24— 33U
81 76 3 =3 n 28 -3 s
Tol ... 2669 2162 660 143 120 9% 1139 1237 1666 1433 1288
TOTAL OUTLAYS . . 17520 21831 24093 26717 28991 31637 36098 41305 43935 56570 63948
(ﬂ) . M g . s . il s i . ' .
B Eoraiamores \e Northern Temitory refee to Chapter ¥ of Budget Paper No. 7. s to or for th e Northern Territory and 198384,

() SuFaoume(t)loTa'ﬁell.
{4) Priorto 1975-76. fice i v ic, Si sh 0




Table 8—Domestic and Overseas OQutlays of the C ith G Budget—1974-75 to 1983-84 and 1984-85
(estimated) ($m)
1974-75 1975-76 1976-77 1971-78 1578-79 1979-80 1980-8t 1981-82 1982-33 1983-84  (estimate)
DomtlcOuthys
et Expeiare o Gond and e~
Defence J 130 10 16 1so 1w 229 213 338 368 e 4208
OtherCument Expenditure .+ + - & . . ... .. 199 22 251 ®o 3015 317 3% A4y sns  om 708
Capial Expenditure o » o . o ot 38 30 0 35 m e o ais s s 2
Total . . L v e ne 3652 13271 j ‘30] 35012 5213 i 751715 69;‘ )} 8230 9365 lés“ ) ’3[1"
Transfer Payments and Net Advances o '
Tox for the Stsies, Northern Tumotyandln\;l Government
. 643 8463 B9 10053 1076 IS 12920 14046 l6A19 1 2041
Pumllm:ﬁlhymmu(n) B T 4388 6167 7475 331 9216 10031 13368 132% 16161 13948 2585
L R R R P 85 132 150 16M  Ise 220 259 2915 384 4%
TeansfersOversess . . . . . . . . e e e e e 152 190 Ms 15 165 206 27 20 o 7 5

NnAdv-nes(ouuuuanlosmu) P 1314 60 318 130 83 44 157 a3 3853 344 345

Othet(®) . . & & & v v e e e .. b e e e 452 422 4 438 558 0 ny 1062 11712 L. 1306 130
§ Tow .. ... e e e . 1S 677 1343 2068 22466 a8 27611 4B WS Q858 4

TOTAL DOMESTIC OUTLAYS . . . . . . ... 17189 20126  231% 25711 27737 0164 34526 3971 4619%  s0”  ehus
Overseas Outlays
et ExpendreonGodaod S :

PN e 107 1 n s w s sn w [, ST
Q"TCIIME!MIIN . - P PP 106 108 s 152 1“3 M 202 23 240 m 309
CaphslExpenditure . . . - . . . L .o 2t 3 2 3 % 16 12 12 13 20 2t

L P ) sis 586 5 6 e, 1on 10 1508
“Trarsfer Payments and Net Advances— ) i
Persosal Benefit Payments @) < < « . - . - . - . .. u 18 25 3 a s 52 o 7 15 “
IoterestPaid - -« oo Ll P £ tto 1 297 w 3t sq 3 5% as
..... e e e 91 1%0 2 261 n 4 38 s 425 42 10
NetAdvances (OtherthantoSuates) . . . . . . . . . . 129 120 64 47 9 3 4 59 55 95 100
Tl e e e e 37 w e © 668 168 76 w018 133 139
TOYAL OVERSEASOUTLAYS . . . . . . ... _ &1 % 1006 1254 13 1% 203 242 2a3
(=) et
(6) Consints o subsidies, grants for peivai istinga
Table 9—C: weslth G Budget Receipts 1974-75 to 198384 and 1984-85 (estimated) ($m)
19715 197576 1976-T1 197718 197879 1979-30  1960-81  1961-32 198283 196334 (cstimate)
General Taxation Revenue— ) T S T
Income Tax—
come
PAYE . .« v o et i e ... 6919 832 98N 1057 N4 13287 1521 1883  20m2 2204 4375
Less® DIILUIvIuy i 2 133 1m %0 100 117 1130 1418 ten 2403 2000
NAPAYE . . . . .. ... Cae oo 6O To0 859 961 10398 1210 M1 17417 8% 1960 2375
LoD DDo IO IIT He 230 255 2400 2406 2880 3423 307 4126 444 6412
. - - T e e e - - - — - - - - - 365 s
SpeciaiTaxonLabourandServices . ., . . . . . — — - - _ - — - - pill 350
ToullwomeTax—Indisiéuals . . . . . . .  T74 9219  nost 12129 12804 1504 173 224 22967 2470 3038
COMPEmIEE .\ .. a e e . v ... 239 253 284 3WS 3037 3406 4695  SO0S3 4768  4M3  S30
Withhokding Taxes . . . . . . .. .. ... 88 5 % 18 144 b 161 205 259 05 E
RecoupmentTax . « . . . . . . _— —_ - -_ —_ - - - 80 252 200
TowllwcomeTax . . . . . . ... ... 1016l 10837 1397  1S3M2 15954 18568 22309 26482 20 29649  363®
SeeTar . ... ... ... ..l l1 NIk 148 1650 178 170 1865 2102 2854 34%0 4165 474
Exciee Duty—

OlandlPG . . . . . . . ... e - 264 3w 4% 127 220 3108 3163 3486 3651 3695
& Other . .. oLl LllllUIIIIL ums 208 W 225 2818 2695 2725 280 330 4083 4352
= Customs Duty— N

Imports . . . ... . . e e sl 92 112 1132 133 1S% 1800 2060 2006 239 270

Coal Ex D - [t 12t 10 9 85 97 3 [ «

Bank AccoumtsDebit Tax . © . L . | NP —~ - - p - = - - » 183 19
e e 3T AT SA0 STA 702 3453 930 HOME 1248 4% 15T

ACrTuudehlr’s( o
Payrofi Tax e e 16 2 2 2 16 16 7 19 21 u %
Stamp Duty- e e e e e e e e 4 4 5 6 7 8 13 18 25 0
Ouhes . . 13 2 3 2% » 30 35 © 2 54 &
Toul ACT TaxesandCharges . « « . « . . . 37 5 9 52 50 5 6t 2 0 102 e

Other Taxes, Fees and Fines—
ure Tax e - - - — 2 18 19 % 2 “ “
Unfunded Retisement Benefit Contributions .+ .« . . . 3 © 0 6 6 & 7 i % 95 %
Broadcesing and Television Licenoes e, + + .+ - - . . 2 7 1 21 23 3 3 a 59 7 8
O < = veem e 10 138 154 I5¢ 122 9 o 58 st 6t 59
Total Othey Taxes, Foesand Fines . . . . . . 169 185 m e "0 0w R %9 ;s
LessRemiegons -« . 4 o+ -« oo u oo 7 & & 8 3 1 ! 2 1 .. ..
Lo .. 14085 16343 36 BB 27N5 46T M08 44497 52460

Totat Taxation Revenve . . . .

19642

10197675,

@ it Nottx

Y po
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Budget Receipts 1974-75 to 1983-84 and 1984-85 (estimated) (Sm)-

1974-75 1975-76 1976-77 1977-78  1978-79 1975-80 1980-81

1981-82 1982-83

TOTAL RECEIPTS . . .

198425
1983-84  (catimatc)

Interest, Rent and Dividends—
Interest Received—
From the States—
StatesWorksandHousing . . . . . . . . . . . 663 695 832 948 1018 1089 1258 1421 15% 161 130
Ohet . . o o vt i e 121 160 200 227 23 E2) 288 289 07 34 344
Other Interest Receipts—
DefenceServiceHomes . . . . . . e e 38 6 68 6 4 n 8 93 s 10 144
SnowyMountsins . . . .. .. 0.0 . 45 48 41 471 47 41 49 55 57 57 6
AmlnnShwincC«nmkmn P e r e e e 3 13 17 20 19 13 16 17 s n 9
.......... IR 7 6 6 4 3 3 4 5 s
TdmnmummCanmmon . .. e 268 20 32 23 325 328 394 480 605 ns
QuntasAirwaysLimited . . . . . . . . . . . ? 10 “ 1“4 15 8 3 3 2 2
Australian honlleIImsCmnmmon ...... 3 4 5 5 6 4 1 1 1 1 1
WOOlCOPOTABON = + + = « o o =« = « « v 4 3 34 2 9 1 - -~ — - - -
hpelmeAullmly e e e e e e e e e e 3 15 21 24 25 27 23 31 33 S H
e e e e e e e e e e e e e e 40 58 6 g 87 85 91 136 162 172 19
Total . ... ..o 1148 1378 15% 1764 1868 1957 2151 2444 2768 302 334
Rent, Dividends, etc.—
QuntasAirwsystd . . . . . 6 3 - - 6 - - 3 —_ - 7
Australian National AitlinesCommission . . . . . . . 1 3 2 2 6 2 2 - - -
Overseas TelecommunicationsCommission . . . . . . 5 5 12 12 12 20 25 20 12 31 20
Offshore Petroleum Royalties . . . . . . . . . . 12 13 “ 23 28 43 55 52 63 35 92
RoyalAmu:lnnMim e e s e e e e 20 19 21 2 24 o 35 53 52 120 3
B T T T T 3 5 7 n 5 6 14 17 2 30 27
Toal . ... s e e e e 46 “% 57 0 % 5 130 145 160 2% 29
TotalInterest,Rentand Dividends . . . . . . 1194 1424 1647 1834 1946 2033 2280 2589 2928 3 380
Net Receipts of Government Enterprises—
ReserveBank . . . . . . . . PR - — 80 216 263 26 9 345 663 746 1014
CommoaweathBank . . . . . . . .. . ... . 5 5 12 28 36 ° ¥ 34 % 3
OMCF o« « a oo s e e e e e .- =11 -9 -7 -7 9 3 . 1 3 2 10
Totat Net i i P —6 —4 85 225 300 265 240 385 00 54 1063
e 15274 18264 21374 23405 25534 29603 34988 40758 44 462 48610 57203

l

8

Table ll)—Recelpu and Outlnys of Commonwealth Ni

-Budget Sector 1974-75 to 1983-84 (Sm) (a)

1974-75 |975-16 I976-'I7 ) 19777! ) l97!79 ) muo Im-ll

a4

1981-82 198223
1]
Outlays
Nt Elp:ndllul: on Goods and
Corrent Expenditure . . . . . 16 -6 ~12 —26 -16 13 2 o & 12
Capital Expendture (5) . . . . 1266 950 1102 1243 919 1 15
1250 —— 94 —— 100 —— 127 —— 903~ 10§ ——— 1237 —— 163 179 — 178
Transfer Payments—
Personal Benefit Payments . . . 4 1 1 = - -3 7 s
Interest and Dividends, eic., Paid 0 “w 569 o7 63 ™ 95 123 132
Sobeidies . . .2 ... “ s =5 -6 -12 -2 -1 -2 3
Gramts for Private Capital Purposes 1 & H 6 5 1 5 0 5
Tocome TaxPaid . . . . " 16 9 “ 15 2% 2 17 2
Net Purchesce of Existing Ascts(c) 2 12 15 -1 -u - H 3
3o 56 —— &2 —— &5 o —— 0 —— m W am
Ne1 Advances—
By Dufensevi Homes(d) - - - s 12 16 -4 -1 - » » 25
..... 19 18 —50 -3 o8 2 - M 104
-9 = 50— R m— -3 - - 36 o 1% 1»
TOTAL OUTLAYS . . . . . 1605 1500. 1722 1a3 157 118 1960 2566 3088 3368
~
-2 -3 -3 -5 -3 -4 =1 -2, -2 2
2 7 8 105 82 125 16 1 155 2
Groa Incomeof Public Enterprises - | 567 827 1069 2 1266 un 1265 1523 151 2089
TOTALRECEIPTS . .... s & 1w 122 1345 V28 1421 1699 170 2194
Deficit Financed By— ) o
NetAdvancesfromBudget . . . . 1087 et 303 101 6 1w m w o =
icBorrowings . . - . . . } 2 I 3 106 P 35900
Bocrowings . . . . . . . 2 100 2 -1 83
DeciesséinCashBalances . . . . . -1 - - [ -125 -8 30 52 w 850
Decrease in Securiy Holdings - . . . -3 - -1 -7 -2 -
OtherFunds Available . - . . . . 4 —62 E 18 s 295
DEFICIT . . . . . ... Closs e s 616_ 2 539 539 367 1358 Ln
(& Deri ralian Bare ics i Budget Paper No. 10,
() Consistsof increasei s of previously s
() SeeFootnote (c) o Tabic 11. .

(d) See Footnote () toTabie 7.
Preliminary.




)
34
2123
173
13662

1983-54

1982-83
9289
2008

254
12148

1981-82
8517
1839

180
1059%

7258
1598

76
8932

1980-81

1979-30
6145
1402
~65
7430

1978-19
5545
1426
—209
6762

su3
1353
-122
6744

1977-78

1976-77
1584 1670
—70 —47
551 6248

1975-76

3467
13%

314
5136

1974-75

Total

ChamgeinStoeks . - . - . . . oL oL oLl
R

Net Expenditure on Goods and Services—
CurmemEXpenditire  « » o o« o s b e a e e e e e e e e o
Capital Expenditure—

Fixed Capital Expenditure (5)

Table 11-—Receipts and Outlays of Total Commonwealth Government Sector 1974-75 to 198384 (Sm) (a)

Outlays—

Eﬁéi'gﬁgﬁs § s8%3|3|3| BsRl§ 93|%|B 2 3 APPENDIX: COVERAGE AND CLASSIFICATION OF INFORMATION IN
=" v B I IR T I 5 THE BUDGET STATEMENTS
gagszagse|s gzees|alz| 22|z s&lzizls . Budget information in the St t panying the Budget Speech is classified
o = 5 - =g szl g N2 £ in two ways: .
® an cconomic type classification corresponding to that used in the National
%ﬁgaé‘ggﬁg & RsR7i% 8l ssleg ws|®[8|s Accounts; and
=7 - ML) R e e e afunctional classification.
P o e . This: Appendix briefly describes the coverage. of budget. information and the basic
Eaigg“"‘g% i LR § §§ g gR1 21818 principlesand uses of theyclassiﬁcalions, ¢
gzpezase- |5 zeve|g|8| caly zs|8(|9 _ ~ COVERAGE
= s E BT S Il ] Most of the information in the Budget Statements relates to the Commonwealth
budget sector.
FERRECIETIE BYVA B8 2Z[2 93|8|B|8 The Commonwealth budget sector comprises those transactions which are recorded
" Al ] I I I in the Minister for Finance's statements prepared pursuant to section 50 of the Audit
e mneo i Act 1901, With the few exceptions noted below, it includes all transactions passing
§2ARESRETIE gi==l318) 98| EE[B|5|8 through the Commonwealth Public Account, whether recorded in the Consolidated
] ! ! B ) Revenue Fund, Trust Fund or Loan Fund,
gsg'ggaz (g mieslzlgl zzle es|wlsls Other transactions of Commonwealth authorities (i.c. largely those transactions
RERIeNE IR 8 Bl 83[2 ZElE[E)E which are not directly recorded in the Public Account), with the exception of
transactions of Commonwealth-owned financial enterprises, constitute the
gszi2eae~e misalals ol s enle|elw Commonwealth non-budget sector. In addition, transactions of the Defence Service
gRE eRmA= 13 218 §§ 8 §8| 2| 8|2 Homes Corporation and of the Royal' Australian Mint, which pass through Trust
: Accounts within the Public. Account, are analysed in the'non-budget sector. In the first
2321588888 aies| g3 eale salslsls|c k casethis_ treatment was adopted to allow consistency in the analysis of tran§actions over
S A = = Zl=| 88§ R¥|IiafSl# E the period covered; from June 1975 to December 1976 the. Australian Housing
:; . Corporation, which operated outside the Public Account, administered the Defence
e A AR § E: Service Homes Scheme:
A N Lo In the case of the Mint, the treatment has been adopted t of the i ing
e s <o importance of business-type revenues from the Mint's activitics and. because of
. el o o Lo ‘ limitations on the availability. of detailed monthly costings of the different types of Mint
: A o M- ;. activities, )
ol i oL All the transactions of Commonwealth departments and those authorities which do
N T [N R] ¥ ! not operate their own bank accounts are recorded in the Public Account and are
iR PN PN k; accordingly part of the budget sector. Many general government Commonwealth 1
:ﬁ I o e ) ' authorities, such as the Australian Broadcasting Corporation and the CSIRO operate
Ry v gg Peee e N PN their own bank accountsand hence their day-to-day transactions are outside the Public
E £ eg . Ig oL Lo é'g o Account. However, because these authorities are dependent on appropriations from
éi & CUEE Rl § st E‘E : g 259 the Commonwealth budget, most of their transactions are ultimately sourced from the
i -% § :g :QE %E -k X g 3 -E*, X g 4 "§§ i Public Account. To the extent that thisis so, they form part of the budget sector. Those
g 23 1 g _ 2 u. & lg‘% - 2 g KSES
§§ §E glgéé 3 395 8 2 § |'§|§ 2 KSE E 'é' E §§§ & (@) T ions of C h financial prises, which include the Reserve Bank, the
g__ ggz-g g 53§E§ |-3-g‘§ ggi R ié C Ith Banking Corporation, the Australian Industry Devel Corporation and the
£5552835% P aﬂ§§ & 35S g v B §£ H Export Finance Insurance Corporation, are analysed in the National Accounts as part of the financial
= §* s Swaw ! enterprises sector.
& 8888 §
405
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of their transactions which are not sourced from the Public Account. (¢:g. independent
income and expenditure financed from that income)-aré recorded in' the non-budget
sector.

By far the larger part of the non-budget sector, h s ists of the t ion:
of the various Commonwealth commercial authorities; these include the Australian
Postal Commission, the Australian Telecommunications Commission;, Qantas Airways
Ltd and the Australian National Airlines Commission (TAA). Most of the transactions.
of such authorities are not refected in the Budget Statements, There are, however,
some.transactions between the budget sector and the'non-budget sector (e.g: advances
from the budget to an authority, and repay of ad and pay of i
dividends and, in some cases, company tax by an authority to the budget sector) whlch
arereflected in the Budget Statements,

Information on the i ded in the C: Ith non-budget sector

is presented separately and also lidated with ions of the Commonwealth
budget sector in Budget Statement No. 6,

NATIONAL ACCOUNTING CONVENTIONS

Underlying the classifications of inforiation in the Budget Statements are national
accounting conventions used: by the Australian Bureau of Statistics in producing data
for the. Commonwealth sector and for the. economy as a- whole. There are some.
differences:between the treatment of data in the Budget:Statements and the treatment
in Australian Bureau of Statistics’ publications. For example, outlays on primary
industry assistance are shown in the: Budget: Statements net of the relevant primary
industry levies and charges, wh the ABS publications show these outlays on a gross
basis.® H , the basic principles undetlying the methodologies are generally the

same and are those set out in the 1968 United: Nations publication: 4 System of”

National Acco , which provides a widely accep mtematlonal standard. The use
of national ing tions allows i of t of budget

transactions, other public sector transactions and the transactions of the private sector.
Their use thus facilitates an assessment of the interrelationship between the budget and
the rest of the economy..

A basic distinction is made in the Budget Statements between ‘above the line’
transactions—outlays and receipts, the difference between which is the deficit—and'
‘below the. line’ transactmns—transacuons undertaken to finance the.deficit. Budget

rs

tr are ctions in, or giving rise to,, ﬁnancnal assots.or liabilitics
and consist of bor gs.and ch in holdings of fi 1 assets such as cash and.
investments recorded in the Public A nt but excludi g advaricesto other sectors.

Such advances are more akin to direct expenditures and transfer payments in their
impact and are accordingly classified above the line as outlays.

Budget outlays consist of expenditure on.goods and services, transfer payments
(such as personal benefit payments, grants and interest), and advances. Budget receipts
consist of taxes together with interest receipts, dividends and gross operating surpluses

it should also be noted that in (he Statistician’s publications, seplrale dm are not yet prowded on
ions of the Ce h budget sector and. i f the tth non-budget
sector; the twosectors are aggregated toshow the ions of the C It asawhole.

406

of budget sector business enterpriscs, These categories are used in the National
Accounts presentation of information in the Budgct Statements,

The adoption of national ing quires that the receipts and
outlays ﬁgures in the Statements show the net transactions of the budget sector with the
rest of the economy. Some important implications of this treatment are as follows:

(a) The transactions of the three Funds forming the Commonwealth Public
Account, (the Consolidated Revenue Fund, Trust Fund and Loan Fund) are
consolidated. and ‘inter-fund transfers are climinated. For example, an
appropriation: of the. Consolidated Revenue Fund paid to a Trust Account
through which ordinary government expenditure is channelled (c.g. the
Transport and. Construction Services and Transport and. Storage Trust
Accounts and various research funds) and the receipt of that transfer from
Consolidated Revenue by the Trust Account are netted and are not themselves
shown as part of either aggregate receipts or outlays; rather the expenditure of
the Trust Account is shown in. outlays. Thus.only transactions between the
budget sector and the rest of the economiy are presented.

(b) Budget outlays. are intended to-show the net extent to which resources are
directed through, the budget to other sectors of the economy. Therefore,
recoveries and repayments (usually ded as Consolidated R Fund
receipts) are normally offset against the relevant outlays to arrive at net
figures. For example, air navigation charges paid by airlines are offset against
outlays on the provision of civil aviation services. Similarly, repayments of
principal on advances are offsct against the corresponding advances.
Budget tax receipts are shown net of refunds. Thus income tax receipts, for
example, are shown net of refunds of PAYE deductions. Similarly, remissions
and reimbursements of import duties and sales' tax are offset against their
collection. Budget.receipts include gross operating surpluses from activities.in
the budget. sector which are carried out. as business-type enterprises, ic.
operating revenues. less operating expenses. Dividends, - etc., from
Commonwealth business enterprises outside the budget sector (which are
usually paid into the Consolidated Revenue Fund) are also included in budget
receipts.
(d) Some Consolldatcd Revenue Fund transactions are classified as financing
For ple, some loan redemptions are met by appropriations

of the Consolidated Revenue Fund.
Certain transactions which are netted in published totals of the receipts and
payments of the. Public Account are shown. in gross form in outlays and.
receipts presentations. The more important of these are interest on loans raised
by the Commonwealth. Government. for State works programs and for the
Australian: National Airlines Commission and Qantas Airways Ltd, Interest
paid on these loans is included:under the outlay heading ‘Public Debt Interest’
while interest received on advances made to the relevant authorities is included
as a receipt item. The. debt to which these interest payments relate is also
shown in gross form in the Statements.

A reconciliation between the appropriations. of the Consolidated Revenue Fund
and total outlays shown in Statement No. 3 is set.out in Tables 1 and 2 of Budget Paper
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No. 5, Estimates of Receipts and S "y of Estil d Expenditure, and in Table 1

of the post-budget d , Program Pr fonof. Approprlatlons and Outlays—
Depar ! Esti) The latter d also i an explanation of this
reconciliation.

A more comprehensi t of the principles and methods used in the national
accounting presentation of budget data is set out in the Appendix to the supplement to
the Treasury Information Bulletin entitled National A ing Esti of Receipts

and Expenditure of Australian Government Authorities, September 1974,

CHANGES IN THE ECONOMIC TYPE CLASSIFICATION

Some changes have been made this year to the economic type classification to pro-
vide a more accurate reflection of the economic nature of the payments concerned.. The
more significant changes are:

® Sales of Existing Assets have been reclassified from a receipt item to an offset to
outlays. This treatment more accurately reflects the nature of asset acquisition
(and, analogously, their disposal when surplus) as a cost of providing public
goods and services, In addition, it is more consistent with current National Ac-
counting guidelines. The previous treatment tended to categorise these sales as
revenue raising measures. The major effect will be on Purchase of Existing Assets
and there will be a small effect on Current Expenditure,

Some items have been reclassified from Capital Expenditure to Current Expendi-
ture and this will have a minor effect on the economic type classification.

THE FUNCTIONAL CLASSIFICATION

The functional classification brings together outlays directed towards like objectives
or purposes. It thus facilitates presentation of information on the functional nature of
Government activities and on the total resources devoted by the Commonwealth to
those objectives or purposes. The classification is based on that set out in A System of
National Accounts referred to earlier, and is essentially the same as that used in Aus-
tralian Bureau of Statistics publications, The contents of each function are described
briefly in the final section of this Appendix. Detailed information on outlays under each
function, including departmental administrative outlays classified to that function, is
provided in Statement No. 3.

One limitation on the extent to which data can be dissected into detailed purpose
oriented sub-functions or programs arises from the need to monitor and report monthly
on actual outlays and receipts on a basis consistent wnh the annual estimates, in order
to provide the monthly S t of C Ith Fi I Tr To meet
this need it has been necessary in practice to work largely from existing central account-
ing records. These records are built around the Appropriation Acts, which are the legal
authority for expenditure rather than being detailed costing documents. The figures in
the functional classification, therefore, have been derived essentially by reclassifying
appropriation data, supplemented by a limited amount of additional data on large
appropriation items which cover more than one function or purpose.
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Functional categories do not necessarily correspond to appropriation or depart-
mental structures. For this reason, votes and revenue heads under the control of 2 par-
ticular department may be classified under more than one functional heading and it is
not always possible to identify individual appropriation items for outlays identified in
the Budget Statements,

Although the basic aim of a functional classification scheme is to reveal the allo-
cation of budget outlays to the broad purposes for which they are undertaken, such a
classification cannot always be applied without ambiguity. Particular outlays will often
serve two or more distinct functions: military colleges, for example, may be said to serve
both a defence and an education purpose, The application of a functional classification
scheme therefore requires. that. an outlay be classified to the function which is con-
sidered.to be its primary purpose. In the example quoted, the primary function is con-
sidered to be defence; this treatment is in line with United Nations recommendations.

Any single classification system cannot focus on every outlay characteristic that
may be of interest to users, Statement No. 3 brings together all budget outlays under-
taken for similar purposes, whichever department is responsible for them. To provide
information on ministerial responsibilities in relation to each function, the document
Program Presentation of Appropriations and Outlays—Departmental Estimates con-
tains a summary table which shows the contribution of each department or portfolio to
the budget outlays together with a classification of that contribution in terms of the
major functional classification used to describe outlays in Statement No, 3. The docu-
ment, which is made available shortly after the Budget, also presents information on ap-
propriations and outlays for each department or portfolio in program terms, To a con-
siderable extent the program classification adopted for this purpose presents a more
detailed disaggregation of departmental outlays along functional lines, Supplementary
information on particular aspects of outlays is also provided in other documents. The
d t Esti of Receipts and 81 y of Esti d Expenditure presents
detailed information on receipts, special appropriations and Loan Fund expenditures
and also provides details of estimates for some statutory authorities which are largely
financed from the budget. A separate Budget Paper is provided on Payments to or for
the States, the Northern Territory and Local Government Authorities, Other Budget
Papers issued with the Budget Speech deal with the Civil Works Program and
Australia’s Overseas Development Assistance Program.

CHANGES IN THE FUNCTIONAL CLASSIFICATION

From time to time it is necessary to amend the functional classification to reflect
changes in the organisation, coverage and nature of government activitics. Further-
more, additional information sometimes becomes available which leads to appropri-
ation items being reclassified or allows items that had previously been classified to a
single function to be split between functions,

This section provides details of changes which have been made this year. Changes
effected in earlier years are discussed in this section of the relevant year's Budget Paper
No, 1. Except for the reclassification of assistance to overseas students which involves a
break in the series in 1980-81, all data (including data for the past 10 years) presented
on a functional basis contained in this and other Budget papers have been adjusted to.
reflect classification changes discussed in this section.
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As a result of the transfer of responsibility for the: Australian Landsat Station
(ALS) from the Department of Science and. Technology to.the Department of Re-
sources and Energy, expenditures uinder this-fuhctional heading have-been reclassified

from ‘Other Rescarch and Science nec’, within General’ Public Services, to ‘Other:

Economic Services’ in Economic Services reflecting the fact that activities of the ALS
have now passed from a developmental to an-operational stage.

‘The net cost to the Commonwealth of educating students from developing coun-
triesin Australian schools and tertiary institutions (which.until now has been included
implicitly under outlays on Education) has been identified in the-birdget for the first
time this year. Because these experiditurés assnst devnlopmg natiohs they have been
reclassified as outlays by the A fian Devi B , to be paid
through the Department of Education and Youth Aﬂ'alrs This change has the effect of
reducing Education outlays by the net cost of providing places ini educational -insti-
tutions for these students, ie. the total cost less income from overscas student charges,
whichare either paid for or by these stud There is a corresp in out-
lays on ‘Bilateral Aid’, General Public Services by the same: amount (wtxmated {0 be
$99m in 1984-85). Adjustments to the. relevant data have been made for the years
1980-81 to 1984-85 but arc subject to revision.

As discussed under Changes in the Economic Type Clamﬁcat{on, Sales of Existing,
Assets have been reclassified.from a receipt item to an offset to outlays. Individual com-
ponents of this item have been allocated to relevant functions,.

Transactions in respect of the Laser Ranging System#DeveIopment Trust Account
have been transferred from Economic Services; since these receipts and expenditures
donot involve Australian monies, they have besn reclassified as finaricing transactions,

Similarly, expenditures and receipts relating to the-Papua New Guinea-Australia
Technical Co-operation Program have. been transferred from ‘Forexgn Affairs. and
Overseas Aid'to ﬁnancmg transactions.

Responsibility for d Tated industry assi under the Australian Industry
Assistance program. has been transferred from the Department of Defence. to the
Department of Defence Support. The expenditures have consequently been reclassified
from ‘Defence Equipment and Stores’ to ‘Defence Industrial Capacity’.

Because of the introduction of a trust account operation for Williamstown dock-
yard, together with the implementation of full cost recovery for. services provided by
the dockyard to the Department of Defence, certain mories have béen transferred from
‘Defence Industrial Capacity’ into ‘Defence Equipment and Stores”.

Expenditure by the Centre for Regional Economic Analysis-has been reclassified
from ‘Financial Affairs and Fiscal Administration’ to ‘Other Research and Science nec?,.
within General Public Services.

It was considered appropriate to reclassify expenditure by the. Department of
Science and Technology on sites and buildings for the Bureau of Meteorology from
‘Other Administrative Services nec’ under. General Public Serwce: to ‘Meteorological
Services' under Economic Services,
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Expenditure: on assistance to inventors has been transferred from ‘General and
Scientific Research’ in-General Public Services to ‘Industry Assistance and Develop--
ment’in Economic Services.

Since 1979-80 Victoria, Queensland and Western Australia have been capitalising
interest on loans made under.the National Railways Network (Financial Assistance)
Act 1979. The amounts capitalised have now been separatcly identified, and appear
under ‘Rail Ty ransport’ as outlays to the States, and the corresponding credits appear in

ipts under ‘Interest Receiyed from the States’,

Some -administrative expcndltures‘ which relate to functions performed. by the
former Department of Business and Consumer Affairs, but which. were subsequently
transferred to the: Department of Administrative Services, have been reclassified from'
‘Other E ic. Services’ in E ic Services to ‘Administrative Services’ in
General Public St(wces

Historical data for the period 1974-75 to 1983-84 classified by function are pre-
sented in Statement No, 6, Because data classified:by function are derived fromthe ap-
propridtion accounting system, adjustments to.the historical series are constrained by
the availability of data in that system, In particular, significant changes to departmental
administrative arrangements have made it difficiilt to produce a strictly consistent series.
of outlays for'the period covered in the Budget St Wherever possible, the
more important. discontinuities have been eliminated by sub-costing and regrouping
appropriation data but it has not been practicable to eliminate allinconsistencies. Infor-
mation on: the significant discontinuities that remain in historical data is given in the
section ‘Notes on Tables’ at the end of Statement No, 6.

DESCRIPTION OF FUNCTIONS

The following notes indicate briefly the nature and scope of the net outlays encom-
passed under each. functional heading; they are not intended-to provide a definitive
listing of the contents of each category.

1. Défence

Outlays on military defence, including outlays to keep the armed services in a state
of readiness. Includes outlays.on central administration and on research in connection
with activities:carried out for-defence purposes;. outlays on:military construction and
equipment, inspection, transport and storage; outlays. in.support of defence industrial
capacity; all outlays on recruiting,. training, equipping. and: housing the armed forces,
and on medical care and other services for them; outlays on military colleges; expendi-
ture for the provision of quarters for familiés of military personnel; outlays on pensions
and other.payments.for military personnel under the Defence Forces Retirement and
Death' Benefits. Scheme;, outlays-on-civil-defence; outlays on foreign- military aid and
contributions to international military. organisations and alliances;

2. Education '

Outlays on thé.provision, management and support of all levels of educational ser-
vices, including pre-schools,, schools, trade and- technical courses, courses in music and
fine arts and university and other higher education. Includes outlays relating to the pro-

vision. of scholarships -and all tor students at all' levels; special educational
programs designed-specifically for the benefit.of Aboriginal students, for migrants and
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other special groups; expenditure on non-vocational adult education courses, school
bus services and general administration, regulation and research activities related to
education,

3. Health
Outlays on facilities or services for the prevention and treatment of human illness,
Includes outlays related to the prevention of diseases, such as immunisation and vacci-

nation‘ programs; regulation of standards of sanitation, etc.; outlays concerned with the
provision of hospital and clinical services, including treatment and care of those suffer-

ing from psychiatric disorders, infectious' di etc,; and expenditure on nursing
F ool jated with hospital
Also includes the payment of hospital ing home, medical and pharmaceutical

benefits which are designed to cover ail or part of the costs of hospitalisation and medi-
cal treatment; health care of specific groups, such as Aboriginals, the aged, veterans and
their dependants; community health centres, drug treatment centres, and domiciliary
care services; general administration, regulation and research related to health matters,
The function does not include general purpose grants to the States and the Northern
Territory provided from 1981-82 in. lieu of former specific assistance for hospital
operating costs, community health and school dental services.

4. Social Security and Welfare

Provision of pensions and allowances and other benefits to persons who because of
age, physical or mental disability, domestic circumstances or other reasons, are unable:
or not expected to earn a sufficient livelihood for th lves and:their dependants, In-
cludes the provision of benefits such as unemployment benefits, age and veterans’ pen-
sions, sickness benefits, other benefits to compensate for loss of income, and unemploy-
ment relief schemes. Provision of fi 1 assistance ds the
with the bearing and raising of children, child care facilities in the States, marriage guid-
ance, other social security benefits, child welfare services and institutions, homes for.
and care of the aged and disabled, and welfare programs to meet specific needs of disad-
vantaged groups.

5. Housing

Outlays on the provision of dwellings for sale or rent, mortgage finance for purchase
or construction of dwellings, and other financial assistance aimed at facilitating the pur-
chase or construction of dwellings or home Also includes general admini
tration, regulation and promotion of standards, and research in the field of housing,

6. Urbanand Regional Development nec and the Environment

Urban and Regional Development nec: Outlays on general promotion and assist-
ance for urban and regional planning and development, Includes outlays on decentralis-
ation assistance and the development of new cities, towns or settlements where it is not
possible to distinguish expenditure as being specifically for housing, roads, sewerage or
other purposes, or it is not appropriate to classify the expenditure to other categories
(e.g. in the case of outlays for urban develop orr 1, including the purchase of
land for such purposes); identifiable administrative costs associated with uzban-and re-
gional planning and development activities, together with outlays for the provision of
community amenities.
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Environment: Outlays on.water quality control, air pollution and monitoring and:
other outlays relfated to pollution preventlon and protectlon of the environment includ-

ing identifiable outlays on N: ingand i igation

Sewerage and Sanitation: Outlays on.the treatment and disposal of sewage, refuse.
collection and disposal.

7. Culture and Recreation.

Outlays related to the support of performing and creative arts; libraries and
galleries; support of organisations concerned with sporting and other leisure-time
activities and provision of facilities serving purposes primarily related to those
activities, such- as swimming pools, community centres, athletic fields, etc.;
contributions to youth and social organisations; outlays on the protection and
preservation: of historic sites and buildings, parks and wildlife reserves and other
elements of the national estate; outlays on the provision, operation and regulation of
radio and television broadcasting services.

8.. Economic Services

This category' covers outlays concerned with regulation and support of private
sector activity, direct government participation in economic activity and provision of
economic infrastructure.

A. Transport and Communication. Outlays concerned with- postal services and
domestic and overseas telecommunications; and outlays on construction, maintenance,
promotxon administration and research relating to the various modes of land, sea and
air transport, including pipelines for petroleum and gas transport. (Expenditure on the
promotion of road safety practice is shown under the category ‘Law, Order and Public
Safety’.)

B. Water Supply, Electricity and Gas. Outlays on construction and other
assistance, regulation and research in connection with the production, transmission and
distribution of electricity;. assistance to domestic users of gas; and outlays on the
conservation, collection, purification and distribution of water. primarily for domestic'
and industrial use,

C. Industry Assi: and. Develop Direct assi to primary, secondary
and service enterprises in various forms, including bountles, subsidies, export
incentives, advances from the budget and other transfe dity price
support arrangements; support of agricultural and other industrial research and
development and promotional activities (eg export promotion), outlays on the

t and develor t of timber and. fishery resources; provision of veterinary
and other services to agriculture; land clearing, reclamation and settlement activities;
outlays on' programs of rural debt reconstruction and farm rehabilitation and
adjustment; investigation, t, devel and. of water
resources for irrigation and pastoral purposes and rural flood mitigation; assistance for
and encouragement of mineral exploration; geological surveys; development of tourist
facilities and' tourist promotion; administration, promotion, regulation and research
directly associated with specific primary, secondary or service industries,

D. Labour and Employment. Outlays related. to the regulation of working
conditions, the prevention and settlement of industrial disputesand the enforcement of
industrial awards and agreements; various occupational training schemes for adults and
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young people,. including assistince to enter-or re-enter the work:force; provision .of’

labour exchange facllmu, specul employment programs; outlays dlrectly related tothe

assisted ¢ general administration, regulation. and research in.

thcﬁeldof ', .. lations, employmé mdlmmlgratlonaﬁ'mrs

E. Other Economic Services. Outlays related to regulation bf monopolies.and
restrictive trade practices, price control and justlﬁcatlon, tanﬂ‘ regulation;-other forms'
of busin gulatiori; outlays on paténts-and trade matks- admmutratlon, outlays on

logical services.and-other tect ical services not allocable to-specific kinds of.
industry; outlnys on general administration in thé:area of economic and commercial
affairs not dllocable to other outlay categories within the-Econontic Servlce.v function..

¢

9. General I’uinc Services

This.category covers outlays on a numbcr of general ‘public services and actwmes
concerned with the organisation and operation of government..

A. Legislative Servlces. Outlays of the legxslatwe and' executwe bodies of
.government, incliding Parliamentary- commmees and’ the. operauon of the
Governor-General's establishments; outlays related to the conduct of elections. and’
maintenance of registers of voters.

B. Law, Order and Public Safety. Outlays on law courts. (other than. those
concerned with industrial relations) and bodies concerned with. the administration,of
the legal system and preparation and execution of.law court action; provision of legal
aid; registration of egal titles to property; outlays in respect of prisons and other places.
of detention. and correction, and probation services; police:services, including traffic
control; fire protection and other public. .safety. promotion or services; general
administration and research related to these activities.

C. Foreign Affairs, Overseas Aid and External Territories. Outlays of departments
and agencies charged primarily with the handling of foreign: relations; outlays on
overseas economic aid, including the net cost of educating students from. developing
countries in Australian schools. and tertiary institutions, and' contributions to
international bodies other than military alliances and organisations; administration and
other expenditure relating to external territories,

D. General and Scientific Research nec. Contributions for the prométion. of and
outlays on. basic and' general researchi. in the biological, physical and social sciences,
which cannot readily be classified to other dutlay categories or linked with the provision-
or promotion of a particular service or activity,

E. Administrative Services: Outlays on-the collection of taxes, raising public loans,
managing public debt, and: controlling the-disbursement and audit of public funds.
Qutlays on general services for the Govérnment as a whole, stich.as st'atistical services;
the purchase and: operauon of government buildings and -equi (i g the
construction, repair and maintenance of general purpose buxldmss). rent, office
cleaning, personnel and other administration,; General: admi ive of
departments. which cover. a varicty of government activities and: cannot be readily
apportioned over rel functions are also included under this heading,
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10, Outlays Not Allocated to Function.

A. Paymerits-to or for the States, the Northern Territory and. Local Government
Authoritles nec. General- purpose granis and advances to- States, the Northern
Territory and local government authorities which may be spent at the recipient’s
discretion and are not therefore classifiable to specific functions. This category includes
payments to assist the: States and the Northern Territory to meet debt charges and
general purpose funds. provided from. 1981-82 in lieu of previous. separate specific
purpose assistance for houpltal operating costs, community health and school dental
services..

Payments to States and direct assistance-for the relicf of victims of drought, fiood,
fire and other natural disasters, and for. the restoration of community services and
facilities; longer:term reconstruction activities of a specxﬁc nature are, to the extent
possible, classified according to purpose.

B. Public: Debt Imere.n. Interest payments made from the budget sector to other'
sectors,. includin| on government securities, or other credit
.arrangements. with other countnes. Interest received from Government investments in
Commonwealth Government secutities is offset against gross interest payments.
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