
1989-90 BUDGET PAPER No. l 

BUDGETSTATEME~i..A-~~ 

1989-90 
DEPARTMENT OF THE SENA TE 
PAPER No. 'Ooo\ 
DATE 
PRESENTED 

AUSTRALIAN GOVERNMENT PUBLISHING SERVICE 
CANBERRA 1989 



"~ .. 
' BUDGET STATEMEN'tS 

1989-90 

CIRCULATED BY THE 
HONOURABLE P. J. KEATING, M.P., 

TREASURER OF THE COMMONWEALTH OF AUSTRALIA, AND 
SENATOR THE HONOURABLE PETER WALSH 

MINISTER FOR FINANCE 
FOR THE INFORMATION OF HONOURABLE MEMBERS 

ON THE OCCASION OF THE BUDGET 1989-90 

BUDGET PAPER No. 1 



1989-90 BUDGET PAPER No. 1 

BUDGETSTATEME..,.._....._~~ 

1989-90 
DEPARTMENT OF THE SENAT!l 
PAPER No. 006\ 
DATE 
PRESENTED 

15AUG1989 

""'"'"3~~~~:=-b. e-. 
. . " ~EN."-Tq{tU?ii11sti!R. i'~~;/t,:_W{f~ 'Y~~~ ... 

FOR THE INFORMATION OF HONOURABLE MEMBERS 
ON: THE OCCASION OF THE BUDGET 1989-90 

AUSTRALIAN GOVERNMENT PUBLISHING SERVICE 
CANBERRA 1989 



1'19·90 BUDGET PAPERS 

Budget Speech 

No. I Budget Statements 1989-90 
Contains detailed information on the Budget figuring and measures, 
an historical perspective and explanatory material on the broader 
economic context. 

No. 2 The Commonwealth Public Account 1989-90 
Contains information relating to the Consolidated Revenue Fund 
(including the Appropriation Bills Nos 1 and 2 and Appropriation 
(Parliamentary Departments) Bill), the Loan Fund and the Trust 
Fund. 

No. 3 Portfolio Program Estimates 1989-90 
Presents an analysis of appropriations, outlays and staffing for each 
portfolio in program format. It also pro11ides information on running 
costs and staffing by department and agency .. 

No. 4 Commonwealth Financial. Relations with other levels of Government 
1989-90 

Provides information on Commonwealth financial relations with the 
States, Territories and local government, and on budget developments 
in tho State/local sector. 

1989°90 BUDGET RELATED PAPERS 

No. I Government Securities on Issue at 30 June 1989 
Provides data on the structure and movement of securities of the 
Commonwealth, the States and the Northern Territory. 

No. 2 National Income and Expenditure 1988-89 
Gives estimates of gross domestic product, gross. national expenditure 
and national income for tho last five years. 

No. 3 Income Tax Statistics 1987-88 Income Year 
Contains a summary of certain income tax data for individuals and 
companies for the income year 1987-&&. 

No. 4 Australia's Overseas Aid Program 1989-90 
Details Australia's overseas aid programs. 

No. 5 Commonwealth Capital Works Program 1989-90 
Contains details of medium and major budget-funded capital works. 

No. 6 Women's Budget Statement 1989-90 
An assessment of the impact on women of the 1989-90 Budget. 

No. 7 Portfolio Explanatory Notes 
19 Volumes-Presents details of 1988-89 expenditure ahd estimates 
for 19&9-90 on a program basis and relates. these fisures to program 
performance. 

No. 8 Towards a Fairer Australia: Social Justice Budget Statement 1989-90 
Contains a summary of 1989-90 Budget measures relating to social 
justice. 

No. 9 Towards Social Justice for Young Australians 
Contains a summary of 1989-90 Budget social justice measures for 
young Australians. 

No. 10 Science and Technology Budget Statement 1989-90 
Outlines Commonwealth support for science and technology with a 
particul11r focus on major Commonwealth research agencies and 
programs supporting research-related activities~ 

Report of tho Auditor-General 
A report on tho Financial Statements prepared by tho Minister for 
Finance for the year ended 30 June 1989. 
(This document is to be released in November 1989). 



© Commonwealth of Australia 1989 
ISBN 0 644 10416 3 

This work is copyright. Apart from any use u permitted under the Copyright Act 1968, 
no part may be reproduced by any procas without written permission. from the Director 
Publishing and Marketing AGPS. Inquiries should be directed to the Manager, AGPS 
Press, Australian Government Publishing Service,. GPO Bolt 84, Canberra, ACT 2601. 

Printed in AUltralia by R .. D. ltUll!.; ~ acw.nm.t PrilMt 

CONTENTS 

Statement I SUMMARY OF THE 1988-89 BUDGET 

Statement 2 THE BUDGET AND THE ECONOMY . 
Recent Developments . 
Medium-Term. Trends • 
Economic Policy . . • . 
The Economic Outlook . 

Statement 3 OUTLAYS . . . . . 
Overview ••.... 
Analysis by Function . 
Statistical Appendix 

Statement 4 REVENUE . . . . . 
Overview ..•... 
Measures ...... . 
Outcomes and Estimates 
Longer;'i:erm ·rrenils • . 

•.,•, 

f.. 

Stat~ment S THE,BUOOET BALANCE AND ITS.FINANCING 
Introduction . ~ . . . . . . . . . . • . • . . . 
Balance .•.............•.... 
Financing Transactions . . . • . . . . . . . . . . 

Statement 6 TRANSACTIONS OF THE PUBLIC SECTOR AS A 

Page 

I.I 

2.1 
2.3 

2.29 
2.51 
2.60 

3.1 
3.3 

3.42 
3,345 

4.1 
4.3 
4.4 

4,24 
4.41 

S.I 
5.3 
5.5 
5.8 

WHOLE . .. . . . , . • . . . . . . . . . . . 6.1 
Introduction . • • • . . . . . . . . . . • . . . 6.3 
Composition and Characteristics of the Public Sector 6.3 
Overview of Public Sector Transactions . 6.6 
Public Sector Outlays and Revenue 6.10 
Public Sector Borrowing . . . . . . . 6.19 
Public Sector Indebtedness • . . . . . 6.25 
Public Financial Enterprises . . . . . . 6.27 

Statement 7 COVERAGE AND CLASSIFICATION OF INFORMA· 
TION IN THE BUDGET STATEMENTS . . . 7.1 

Coverage . • . . • . • • .. .. . . . . . . . . . 7.2 
Classification of Information . . . . . . . . . . 7.3 
Major Reporting Classifications for Budget Outlays . 7.9 
Treatment of ACT Self Government . 7.15 
Treatment of Comcare . . . . . . . . . . . . . 7.16 
StatisticalAppendilt ... , . . . . . . . . . . 7.16 

iii 



Notes: 
(a) Figures in tables and, generally in the text, have been rounded. 

Discrepancies in tables between totals and sums of components are 
due to rounding. Percentage changes in all tables are based on the 
underlying unrounded amounts and not the rounded amounts. 

(b) In the tables showing revenue, the sign in front of the 'change' 
reflects the impact of the change on the aggregate concerned. For 
Statement 3, however, see the style convention notes on page 3.2. 

(c) For the budget balance, a negative sign indicates a deficit while no 
sign indicates a surplus. 

( d) The following notations are used: 
NEC/nee not elsewhere classified 

nil 
not zero, but rounded to zero 

n.a. not applicable (unless otherwise defined) 
Sm $ miJlion 
Sb $ biJlion 
% per cent 

Budget Statements 1988-89 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 1-SUMMARY OF THE 1989·90 BUDGET 
The budget surplus for 1989-90 is estimaled at $9122m, compared with $5899m in 

1988-89. This will be the third consecutive budget surplus and only the third surplus in 
the more than thirty five years for which comparable records are available. 

The major budget aggregates for 1989-90, together with comparable figures for 
1988-89, are: 

t988-89 t989-90 
Acwal Otangc on 1987-88 Estimate Oiangc on 1988-89 

Sm Sm % Sm Sm % 
Outlays 82t28 3364 4.3 86753 4625 5.6 
Revenue-

Tax 83252 8355 11.2 9t 325 8073 9.7 
Non Tax 4775 -t t57 -t9.5 4550 -225 -4.7 
Total 88027 7 t98 8.9 95875 7 848 8.9 

Balance 5899 3 835 9 t22 3223 

Total outlays are eslimaled to increase by 5.6% in nominal'lerms in 1989-90. 
• On the basis of the forecast increase of about 6t/4% in the price deflator for 

non-farm GDP, total real outlays are eslimaled to decline by 0.6%, the fourth 
consecutive real decline. 
This will represent a cumulative decline in real terms of 8.1 % over the past four 
years. 
As a percentage of GDP, outlays are expecled to decline to 23.7% in 1989-90 and 
to 22.0% by 1992-93, the lowest level since the mid-1960s. 

Details of the 1989-90 outlay estimates, the forward estimates for the period 1990-91 to 
1992-93; the 1988-89 outcome and an historical overview are provided in Statement 3. 

Total budget revenue is eslimaled to increase by 8.9% in nominal ierms and by 2.5% 
in real lenns. Details of the 1989-90 revenue estimaies, the 1988-89 outcome and an 
historical overview are provided in Stalement4. 

With the Budget continuing to be in a substantial surplus, the ratio of the 
Commonwealth budget sector's total gross debt outstanding to GDP is expected to be 
about 13% at end-June 1990, compared with the recent peak of 26.8% at end-June 1986. 
Ex peeled debt repayment and financing transactions in 1989~90 are discussed in Part N 
of Statement 2, with more detailed information and an historical overview being 
provided in Stalement 5. 

The 1989-90 Commonwealth budget aggregates and the Australian public sector's 
net borrowing requirement (net PSBR), all expressed. as a percentage of forecast GDP, 
along with comparable data for recent years, are: 

t986-87 1987~8 t988-89 198~90 
Estimate 

%ofGDP 
Outlays 28.7 26.5 24.5 23.7 
Revenue-

Tax .. 25.2 25.2 24.8 25.0 
Total 27.7 27.2 26.2 26.2 

Balance -1.0 0.7 1.8 25 
NctPSBR 3.5 0.4 -1.0 -1.2 

The ntt PSBR moved into surplus in 1988-89, for the first time in the almost thirty 
years for which comparable data are available. The surplus in the net PSBR is expecled 
to increase further in 1989-90. Further details regarding the public sector as a whole are 
provided in Stalement 6. 
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PART I: RECENT DEVEWPMENTS 

World production and trade continued to expand strongly over the past year. 
The industrial countries are now in their seventh year of uninterrupted expansion 
since the recession· of the early 1980s. Employment has been growing and unem­
ployment falling. lntlation rates have declined over much of that period, although 
they have crept up recently in a number of countries. Profits have been healthy 
and investment has been particularly buoyant. Market conditions for Australia's 
exports. remained generally favourable. 

Within Australia, the dominant economic development in 1988-89 was the 
exceptionally strong growth of private sector spending-the strongest, in fact,. since 
the 1960s:'That strength largely·retlected the sustained improvement in profitability 
and business confidence, the further sharp improvement in the terms of trade and 
cyclical forces (especially in the building sector). Notwithstanding much tighter 
fiscal policy, private spending was also boosted by the lagged effects of lower 
interest rates during 1987, particularly in the wake of the stock market decline. The 
combined effect of all these forces produced rapid growth in business and dwelling 
investment arid; through strong growth in employment and disposable income, more 
buoyant consumer demand: 

The resj>onse of domestic production appears to have been limited, largely 
because the economy was operating at high rates of capacity utilisation. Demand 
absorbed potential exports and spilt over into imports, widening the current account 
deficit considerably (notwithstanding the terms of trade improvement). Australia's 
net external liabilities remained' broadly steady relative to GDP. Excess demand 
pressures also contributed to the stalling of the downward trend in price intlation 
which had been evident since the December quarter 1986, and to considerable 
strains in, the· labour market. Unemployment fell to its lowest level since 1981-82 
and overtime rose to near the historically high. levels recorded in 1973-74. 

The medium-term· thrust of economic· polfoics. was maintained. A further tight­
ening in fiscal'. policy consolidated the progress in eliminating, and now reversing, 
the public sector's net borrowing, while wage restraint withstood· growing labour 
market pressures, underpinning continued high levels· of profitability and business 
investment. Further progress was achieved in structural reforms, notably in estab­
lishing the process of award restructuring and. fostering changes in domestic trans­
portation. 

In conformity· with this overall strategy, policies over the past year have 
responded specifically to the strength of domestic demand: Fiscal policy and, 
especially, monetary policy were tightened during the course of 1988-89 and a 
wage/tax/transfer package designed to reinforce wage restraint· was initiated in mid-
1988 and concluded in April 1989. An increasing number of indicators suggest that 
these measures will bring about the intended slowing in demand. in the period 
ahead. The. lags are such, however, that intlation and the current account deficit 
are likely to remain, uncomfortably high in 1989-90 as a whole, although improved 
trends can be expected to be well established as the year progresses. For some time 
yet, policy will. need· to continue to be directed towards achieving a slowing in 
demand combined with a shift of production to net exports. 
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INTERNATIONAL ECONOMIC CONDITIONS 

The lengthy period of strong growth and relatively low inflation in the industrial 
countries can be attributed to a number of factors, including sustained wage 
moderation and strong business investment. Greater efforts by many countries to 
set and pursue economic policies in a medium-term framework have also been 
important. 

Although major international imbalances persist, there has been a widespread 
reduction of large fiscal deficits. Generally cautious monetary policy has helped to 
restrain inflationary pressures, notwithstanding the leeway granted by monetary 
authorities after the 1987 stockmarket decline. Structural reforms (especially finan­
cial market liberalisation, tax reform and greater public sector efficiency) have been 
important in enhancing the flexibility of economics and casing constraints on output, 
although. progress in this area has been uneven. (Little progress has been made, for 
example, in reducing the costs and inefficiencies of agricultural policic;s.) These 
factors, together with nominal wage restraint in many OECD economics, the 
absence of major economic disturbances and lower real oil prices, have contributed 
over the period to sustained profitability, strong private sector confidence and 
investment. The volume of private non-residential investment in OECD countries 
increased at an annual rate of around 7 per cent in the five years to 1988, compared 
with less than 2 per cent in the previous five years. 

Real GNP in the OECD rose by 4.1 per cent in 1988. Activity was strong in 
the second half of 1988 and the first half of 1989 (Chart 1, Panel A), but signs are 
now emerging of moderation in the pace of expansion in some countries, including 
the United States. 

Growth among the developing countries was again uneven in 1988. Economic 
activity in countries facing high debt-servicing burdens remained sluggish. Efforts 
arc continuing to be made to help to ease debt servicing burdens, reduce negative 
transfers and produce more manageable new financing requirements. These efforts, 
however, will be frustrated without continued world economic expansion and 
liberalisation of market access for developing countries' exports, as well as sound 
domestic policies in the debtor countries. 

The newly industrialising economics of Asia-Korea, Taiwan, Hong Kong and 
Singapore-and China (which, together with the larger OECD countries, comprise 
Australia's major trading partners) maintained strong growth rates in 1988, when 
their. combined real GNP increased by around 10 per cent. Activity in those 
countries may now slow a. little, in part reflecting less buoyant demand in the 
industrial countries. 

Inflationary. pressures. emerged as a significant. concern over the past year. The 
rate of increase in prices (as measured by the OECD area private consumption 
dcflator), which fell from 10.5 per cent in 1980 to a low of 2. 7 per cent in 1986, 
has picked up again, reaching an estimated 4t per cent in the first half of 1989 
(Chart 1, Panel B). Strong demand,. associated high capacity utilisation rates and 
tightening labour market conditions in most OECD countries have contributed to 
these pressures. Labour costs began to accelerate in 1988 in several OECD countries, 
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notably the United States, Italy and the United Kingdom. Buoyant industrial 
demand contributed to higher non-oil commodity prices. Higher oil consumption 
and renewed OPEC unity were factors behind a strong recovery in the world price 
of oil, with spot prices rising from a low of SUS 12.10 per barrel in October 1988 
to SUS 17.55 per barrel in June 1989. 

Firmer monetary policy settings were put in place over the past year in response 
to this lift in inflationary pressures. The United States monetary authorities began 
to increase short-term rates in May 1988; those rates had risen by around 
3 percentage points by March 1989, but have cased a little since then as signs of 
slowing in the economy have emerged. Increases were recorded in many other 
OECD countries-generally a little later than in the United States-notably the 
United Kingdom, where rates increased quite sharply in the second half of 1988 
(Chart I, Panel D). Higher interest rates overseas have added to pressures for the 
maintenance of higher rates in Australia. 

Earlier policy and exchange rate adjustments contributed to reductions in the 
current account imbalances of the United States, Japan and Germany after 1986. 
However, little further progress has been made over the past twelve months 
(Chart I, Panel C). 

The large current account imbalances have persisted without severe financial· or 
foreign exchange market disruption for longer than many observers thought possible. 
Financial deregulation and the associated increased depth in world capital markets 
have facilitated accommodating capital flows. Nevertheless, current account posi­
tions that are symptomatic of serious underlying domestic imbalances-as in the 
case of countries with large fiscal deficits or excess domestic demand-need to be 
addressed through domestic correctfons. Unless they arc, there remains potential fqr 
disruptive adjustments in financial markets, as well as in international trade flows; 

The general government fiscal deficit in the United States has declined as a 
percentage of GNP, from almost 4 per cent in 1983 to about 2 per cent now. 
Further gradual reduction could be expected to contribute to sustaining the current 
expansion. In the United Kingdom, as in Australia, excess domestic demand has 
contributed importantly to the widening in that country's current account deficit, 
despite the existence of a large fiscal surplus. 

Cooperation among the larger industrial countries on economic policy-predom­
inantly with exchange rates in mind-has continued over the past year. This appears 
to have contributed to greater private sector confidence than might otherwise have 
occurred; Sentiment towards the US dollar has improved during 1989 reflecting, in 
part, signs of moderation in the pace of activity in the United States, as well as 
political and economic uncertainties in other countries. 

Further economic integration within the Asian/Pacific region has occurred. 
Intra-regional trade and investment have risen strongly, accompanied by the devel­
opment. over the years of a variety of regional economic fora. Australia is becoming 
more involved in that process. China and the four Asian newly industrialising 
economies, for example, now account for over 15 per· cent of Australia's total 
import and export trade (compared with around !Oi per cent a decade ago); this 
proportion rises to over 38 per cent with the inclusion of Japan. 

2.6 

Some progress was made during the year in the GATT Uruguay Round, with 
agreement at the Mid-Term Review in April by GATT contracting parties to bring 
about a successful. outcome for the Round, particularly in agriculture. Protectionist 
pressures, however, have not abated: they remain a threat to a healthy multilateral 
trading system and desirable growth in world trade. 

DOMESTIC ECONOMY 

The August 1988 Budget envisaged a continuation of domestic demand growth 
of about 4 per cent, with a slight worsening in the net export position. The pattern 
of demand growth-strong private investment, moderate private consumption ex­
penditure and subdued public demand-was seen as conducive to the medium-term 
external adjustment task. The current account deficit was expected to continue to 
fall relative· to GDP and the rate of inflation was expected to case further. 

Preliminary national accounts data indicate that, although the composition of 
domestic demand growth was broadly as expected, its level was very much higher 
than forecast at Budget-time. Total domestic demand (GNE) increased by 
7. 7 per cent, considerably faster than growth in domestic production (GDP), 
presently estimated at 3.3 per cent. With parts of the domestic economy operating 
near capacity, this led to a large increase in imports and greater domestic absorption 
of goods that might otherwise have been exported, with a significantly greater than 
expected net import response (Chart 2). 

-2 

Chart 2: Contributions to GDP Growth (average 1984-85 prices) 
Seasonally adjusted annualised changes on preceding half year 

Percentage pointJ 

- Net Exports 
c:::::J Groll National Expenditure 
-- Qroq Domestic Product 
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While the national accounts provide the best available overall picture of trends 
in the economy; estimates forthe most recent periods (notably.1988-89) need to be 
treated with particular cautfon. Estimates prepared for the Budget are very prelim­
inary, and are based on less information than the Statistician normally has at his 
disposal for quarterly national accounts. The estimated increase in GDP of 3.3 
per cent, in particular, appears to be low-for example, the strength in the labour 
market and in taxation revenues sugsests that product (and incomes) were stronger 
than indicated by the preliminary national aci:ounts. Higher income and product 
growth would tend to lift estimates for other derived measures, including productiv­
ity and saving. 

The adverse conscqµenccs of the exceptional demand growth for inflationary 
pressures and the external accounts prompted further policy adjustments which 
were implemented progressively as the strength of demand became clearer. Mone­
tary policy had a particularly important role to play, partly because of its flexibility 
and partly because demand was strongest in interest-sensitive areas. Given 
Australia's history, the emerging tightness of the labour.market posed a considerable 
threat to continued wage mOderation .. The wage/tax/transfer package initiated in 
mid-1988 and concluded in April 1989 was directed against this threat; it sough\ to 
ensure that, in contrast to previous periods of pronounced labour market tightness, 
wages growth would be contained during both. 1988-89 and 1989-90,. while at the 
same time the momentum for fundamental labour market reform was maintained. 
Although a public sector net financial surplus was already in prospect as a result 
of previous restraint, further fiscal measures to restrain demand and reduce public 
borrowing were announced in May in the context of the Premiers' Conference and 
Loan Council meetings. 

Monetary Policy 

The progressive tightening of monetary policy commenced In April 1988, follow­
ing signs that spending and activity had been largely unaffected by the October 
1987share market decline. Monetary policy was tightened further.throughout 1?88-
89 in a number of steps in response to evidence of overly buoyant demand trends. 

The cumulative effect of the tightening of monetary policy was to increase 
short-term professional and most retail interest rates by around 7 percentage points 
compared with the March quarter 1988 (Chart 3, Panel A). Housing loan rates 
rose by around 3t percentage points; the very comfortable liquidity position of the 
savings banks resulting from the October share market crash meant that those rates 
were slower to rise. The yield curve became progressively more inverted as 1988;89 
proceeded (Chart 3, Panel C). Longer-term yields increased during 1988-89, but 
more slowly in the second half (particularly in relation to short-term rates). While 
remaining high by historical standards, the rate of expansion in credit cased 
throughout most of 1988-89, reflecting the tighter stance of·monetary policy. 

After fluctuating during the September quarter 1988, the SA exchange r.ate 
(Chart 3, Panel D) apprcciaied. in the December quarter and i.nto 1989, reflecting 
among other things a widening interest rate differential (Chart 3, Panel B) and 
some further improvement in commodity prices. The exchange rate peaked in early 
February 1989 at TWI 67.3 (SUS 0.895) and then depreciated sharply as official 
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pronouncements and concerns about balance of payments and inflation prospects 
generated a shift in sentiment. In the latter months of 1988-89 the exchange rate 
on a TWI basis was relatively steady, with the SA/SUS exchange rate varying 
largely in response to influences on the SUS. 

Public Sector Transactions 

As a result of discretionary tightening in the August 1988 Budget and buoyant 
economic conditions, the Commonwealth budget surplus increased from $2.1 billion 
(0.7 per cent of GDP) in 1987-88 to $5.9 billion (1.8 per cent of GDP) in 
1988-89. Together with the effects of earlier fiscal tightening, this has produced a 
turnaround equivalent to 6.0 percentage points of GDP from the peak deficit of 
4.2 per cent of GDP in 1983-84. The surplus in 1988-89 was used to repay 
SA2.7 billion of domestic debt and the equivalent of $A3.2 billion of foreign 
currency-denominated debt. 

Although Commonwealth budget outlays fell by 4.6 per cent in real terms, total 
public sector final demand increased by a moderate 2.4 per cent in 1988-89. 
Commonwealth sector final demand rose by around 4+ per cent, with Common· 
wealth general government final demand virtually flat and capital expenditure by 
Commonwealth business enterprises (notably Qantas and Telecom) increasing by 
over 30 per cent. State and local' sector final demand increased by around 1 + per 
cent, with consumption expenditure increasing strongly and capital spending declin· 
ing. Overall, public final consumption expenditure increased by 3.6 per cent while 
public gross fixed capital expenditure fell by 1.3 per cent. 

Causes of the Strong Growth In Pri .. te Demand 

With public sector demand increasing moderately overall, the surge in total 
domestic, demand in 1988-89 was concentrated in the private sector. Several factors 
contributed to this outcome. 

Real Wages and Profitability 

The first of these has been the ongoing effectiveness of wage restraint. Wages 
policy, through the operation of the Accord, has helped to create an environment 
conducive to investment and employment growth. Profitability has been enhanced 
directly by the restrained growth of wage costs. Moreover, the lower and more 
stable trend in inflation (compared with the beginning of the decade), together with 
reduced industrial disputation, has meant greater certainty and confidence for 
decision-making. 

The harm that rapid wages growth can do to economic activity, despite the 
direct (temporary) boost it provides to some household incomes, was amply dem­
onstrated in the 1973-74 and 1981-82 episodes. On each of those earlier occasions, 
explosive wage increases were followed by a jump in inflation, a sharp fall in the 
profit share, and cutbacks in investment and employment. The wage restraint of 
recent years has had the reverse impact; in particular, growth in business investment 
and employment has been enhanced, especially over the last two years. 

Chart 4 shows a relationship between profitability and business fixed investment 
which, while not close from year to year, is reasonably clear over a number of 
years. Signs of emerging capacity constraints, the casing in financial conditions in 
1987 and lower prices of imported plant and equipment, have also contributed to 
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Chart 4: Busineu Fixed Investment 
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the increase in investment. Business fixed capital expenditure increased by 
15.5 per cent in 1988-89-after a similar increase in 1987-88-and represented 13.5 
per cent of GDP, the highest level on record. 

Chart S: moo- llld Coosumplion 
(average 1984-85 prices, seasonally 1djustod) 

Percentage change on year earlier 
1s~~~~~~~~~~~~~~~~~~~~~~~~~~~-
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Rcol Houocbold Dispouble Income 
Rcol Privolc Final Coo1umption Expenditure (•) 

I 

\1 

-54'~~~..._._~~~~ ........ ~~~ ........ u....~~~u..~~~~ ........ ~~~.u 
Jun 71 Jun 74 Jun 77 Jun 80 Jun 83 Jun 86 Jun 89 

(•) Adju.atcd for the introduction of Medicare, which bid the effect oftra111fcning certain 
cxpenditura on health care from private consumption expenditure to public c.oa1umption 
expenditure. 

Wage restraint also contributed to particularly strong employment growth again 
in 1988-89 which, in turn, was the major factor in the sustained growth in household 
disposable income (Table 1 ). Another significant factor behind the growth in 
household disposable income was increased incomes of unincorporated enterprises, 
both farm and non-farm. Private consumption expenditure increased broadly in line 
with income growth (Chart 5), with the household saving ratio thus unchanged for 
the year as a whole.111 

(I) Estimates of household disposable income and household saving have been subject to substantial revision 
rcccn1ly. 

2.12 

T1ble 1: Household Income and Llbour Costs 

1983-84 1984-85 1985-86 1986-87 1987-88 1988-89 

(Percentage change on preceding year) 
Employment (a) 0.9 3.4 3.9 

At average 1984-85 prices (b)-
Average carninp (natio11al accounts basis) (a) -2.S 0.8 -1.9 
Wages, salaries and supplements (a) -1.8 4.1 1.9 
Personal benefit payments 9.0 5.8 -0.2 
Household income . 3.3 4.1 2.7 
Household disposable income 4.0 2.6 2.3 
Household disposable income per capita . 2.1 1.3 0.8 

(a) Non-farm wage and salary earner employment (national accounts basis). 
(b) Based on implicit price deflator for private final consumption expenditure. 
(c) Based on Treasury csdmatc for population growth. 

Monetary Conditions 

28 
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3.6 3.S 
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Following the lengthy period of tight monetary conditions in 1985 and 1986, 
interest rates eased in 1987 as fiscal conditions were being tightened decisively and 
financial market sentiment improved. The terms of trade picked up again and the 
exchange rate strengthened. With the benefit of hindsight, it is clear that market 
sentiment was allowed to drive interest rates below what was desirable, in light of 
the subsequent expansion. IR Australia, as elsewhere, the concern to manage the 
expected effects of the October 1987 stock market decline stayed the authorities' 
hands until April 1988 when monetary policy was tightened. Shifts out of equities 
into residential and non-residential property took place in a relatively easy credit 
environment as funds flowed to the banking system. Values were bid up rapidly 
during 1988. The lagged effects of monetary conditions in 1987 and early 1988, the 
so called 'flight to quality' to the banking system, and the relative attractiveness of 
property investments, were important influences in the strong domestic demand 
growth. in certain sectors of the economy in 1988-89. 

Cyclical Factors 

Some medium-term cyclical factors were also involved. Expenditure on dwelling 
investment, non-residential building investment (notably the construction of offices) 
and purchases of motor vehicles were in the upswing phase characteristic of stock 
adjustment cycles; Inflationary expectations, particularly in the real estate area, 
costs of funds inftuenccs from financial markets, strong economic growth, an 
accelerated immigration program, and high profitability accentuated upswing,'! in 
these areas. Nevertheless, in each case, significant increases would have been likely 
in 1988-89 even without these supporting. factors. 
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Dwelling investment had fallen to low levels i.n 1986-87 as a res.ult of low 
income growth and shortages of housing finance pnor to the deregul~tion of new 
housing interest rates in April 1986. Commencements of. ne~ d':"elh?&" total~ed 
116,100 in 1986-87, compared with 152,700 in 1984-85. With 1mm1gration kccpmg 
a floor under potential demand, a cyclical upturn could have. been e~pcc~ed as 
financial market conditions softened. That is what happened, with dwellmg mvest· 
ment recovering sharply from mid-1987. Following the Octo~r 1987 .stoc~ market 
shock and the reintroduction of the tax benefits from negative geanng, mvestors 
formed a growing part of the market. Demand was especially st~ong in Sydne~, 
although, because of the limited supply of suitable land, much of 11 showed up. m 
higher prices. Over the year to the June quarter 1989 the CPI house and land pnce 
index for Sydney increased by 46. 7 per cent. 

In the December quarter 1988, total dwelling commencements had reached an 
annual rate of 180,600 units, well above underlying demand. ~y that ti~e, however, 
acquisition costs were rising strongly as a result of. th7 sharp mcreases m house and 
land prices and the lift in mortgage rates. Forward md1cators confirmed that demand 
for housing moderated in the second half of 1988-89, although the lar~e amount ?f 
construction in progress meant that actual work done on new dwelhn&" was still 
increasing at the end of !988-89. 

The upturn in the dwelling cycle occurred at the same ti~e ~ non-resident~al 
building investment was continuing to expand from already quite h1~h levels'. W~de 
investment in factories and facilities related to tourism made a maior contnbutmn 
to this growth, office building was a significant influence. To a large extent, the 
office building sector has had a life of its own, experiencing much longer cycles 
than those in the rest of the economy (Chart 6). From a relatively high level in 

Chart 6: Office Building Approvals (a) . 
(average 1984-85 prices, not seasonally adiusted) 

Percentage of GDP 

{a) Current price value of building approvlls, deflated by the implicit price dcflator for private 
invc1tmcnt in buildings and structurea, and cxprcued u • percentage of GDP· 

2.14 

the early 1980s, office vacancy rates tightened significantly in the major central 
business district areas by the mid'l980s, implying that an upturn in office construc­
tion could be expected. This prospect was reinforced by strong corporate profit 
levels, an increase in demand for office space associated with growth in employment 
in service industries, and the financial market influences already noted. 

New motor vehicle registrations fell by more than 30 per cent over the course 
of 1985-86 and 1986-87. Uncertainty about the impact of the introduction of fringe 
benefits taxation and the sharp rise in motor vehicle prices, in part a response to 
the $A depreciation at that time, contributed to this decline. The low levels of 
registrations meant that, without some upward correction, the average age of the 
stock of motor vehicles would have increased sharply. That correction occurred in 
1988-89 when registrations rose by 21 per cent, aided by strong income growth, a 
firmer exchange rate (which may have meant that some motor vehicle purchases 
were brought forward), and a growing recognition that the provision of company 
cars was still a relatively concessionally-taxed fringe benefit. 

None of these three components of private demand subject to relatively long. 
lived cycles constitutes a large part of domestic demand. As a share of GNE in 
1988-89, dwelling investment was around S per cent, non-residential building 4 per 
cent and expenditures on motor vehicles, including that recorded in business 
investment, around 3 per cent. However, these sectors have had a much greater 
influence on fluctuations in overall economic activity; indeed, in 1988-89 they 
contributed over 30 per cent of the growth in final domestic demand. 

Terms of Trade 

Movements in the terms of trade frequently have had an important influence 
on domestic incomes and expenditure, and that was again evident in 1988'89. 

Commodity market 'fundamentals' remained quite positive last year. The growth 
of OECD industrial production, which has an important influence on the demand 
for commodities, eased from the exceptional 6 per cent annual growth rate recorded 
in early 1988 to a still strong 4 per cent in early 1989. World commodity stocks 
remained at relatively low levels (Chart 7, Panel C), despite stronger production 
(particularly of coal and wool). As a consequence, after rising substantially between 
mid-1986 and mid-1988, Australian commodity prices remained fairly steady in 
foreign currency terms during 1988-89. They increased strongly in year-average 
terms. 

The terms of trade increased by over lSt per cent in 1988-89, compared with a 
Budget-time forecast of 9 per cent. This increase primarily reftected the continued 
strength of world commodity prices, although falls in world prices for some major 
imports also contributed. Jn particular, import prices were again affected by the 
trend decline in the price of computer equipment; over the past ten years, the 
computer equipment price index has declined by iOt per cent at an annual average 
rate, whereas the implicit price deflator for all other imported goods has risen at 
an annual average rate of about 7t per cent. 
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Chart 7: World lnduslrial Production, Co;,,,,,.,mty Prices, Production and Stocb 

Panel A: Commodity Pricea and OECD lndullrial Production 
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Panel B: World Commodity Production (b) 
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Panel C: Commodity Stocb (c) 
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(•)Weighted by average A111ttliian export vliuca in the period 1983-84 to 1987-88. 
(b) Volume of world production of thi.rtcea commoditica weighted by average Australian export 

values in the period 1983-84 to 1987-88. 
(c) VoJumc of world stocks of five ba.c mct&J• (at end calendar year) and wheat, wool and 

sugar (at end of crop year) weighted by average Australian export values. 
(d) Data for metals are not available prior to 1973. 
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The boost to domestic incomes from the recovery in the terms of trade since 
1986-87-equivalcnt to over 4 per cent of GDP-had its strongest impact on 
domestic demand in 1988-89. Chart 8 illustrates the broad link between movements 
in the terms of trade and domestic demand. 

Chart 8: Total Domestic Demand and the Te1'1111 of Trade 
(average 1984-85 prices, seasonally adjusted) 

Percentage change on year earlier 
JO.-~~~~~~~~~~~~~~~~~~~~~~~~~~-, 
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Different sectors of the economy will be affected in different ways by increased 
foreign currency returns from higher commodity prices. In addition to the direct 
effects, there arc also likely to be significant indirect effects associated with the 
reaction of the exchange rate to higher commodity prices. Chart 9 illustrates the 
reasonably close relationship between the terms of trade and international compet­
itiveness (the 'real exchange rate') .. While other factors such as real interest rate 
differentials and investor confidence can be influential, especially over a short period 
of time, the terms of trade has been the dominant influence over a longer period . 

The rise in international commodity prices and the (partly related) appreciation 
of the SA resulted in an increase of 6 per cent in export prices and a fall of 
8 per cent in import ·prices in 1988-89. With such a significant decline in import 
prices, the terms of trade gain was widely distributed across the community. Business 
in general faced sharply reduced prices for imported inputs, especially capital goods. 
Consumers also bcncfitted, although not to the same extent, partly because lower 
import prices were not fully passed through to consumer prices. Instead, the strength 
of domestic demand resulted in some rebuilding of profit margins. 
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Chart 9: Australia's Terms of'rncle and lntemltiomol Compeliti-

Terms of trade 
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(a) Unit labour COit index of compctitivcacu. A rile (fill) in the index impliel a 
deterioration. (improvement) in AUlb'alian unit labour COits nlltive to thoec of our .. ;or 
!roding partMra after adjwling for exchange nit: cbangoa. Tho Wlit lllbour COii iJldcx ;., 
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weighted avenge of the exchange - adjultod Wlit lllbour COii ;,,.i;c. for die.,_ 
accton of Allltrllia'• four major import-. Tho weighb Ulcd""' the average 
shares of Australia's imports from tbc US, Japen, UK and the Fedenl Republic: of 
Germany from 19114-85 to 1917-88. laf...-ioa.., unit labour COllo for theac four 
countries is available only to the March quarter 19&9. Movcmcats in the index in the 
June quarter 19S9 arc hued on OECD forecuts. 

Summary 

The pronounced strength of domestic demand last year resulted from the 
conjunction of a number of factors. It is difficult to determine the relative contri­
bution of each factor, although, given the magnitudes involved, the improvement in 
the terms of trade and the stimulatory effects of real wage restraint have been 
central, albeit not universally appreciated. 

Fiscal policy and monetary policy have been deployed to curb that demand 
strength. There arc increasing signs that the pace of domestic demand growth is 
slowing, particularly in interest-sensitive areas. Indeed, especially in the property 
market, such a slowing was inevitable. All leading indicators for dwelling investment 
have now turned down, with substantial falls in lending for housing. Job vacancies 
have started to decline, while final domestic demand and imports grew at a much 
slower rate in the June quarter 1989 than in the previous two quarters. Associated 
with these changes-and, indeed, partly responsible for them-business and con­
sumer confidence has weakened from previous high levels. 
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lmpllcatlons of the Stren1th of Demand 

Movements in the preliminary estimates of the major national accounts aggre­
gates for demand and product arc shown in Table 2. While final domestic demand 
increased by 5.9 per cent in 1988-89, total demand expanded by 7.7 per cent. Part 
of this difference is due to the statistical discrepancy, which accounted for 
0.7 percentage points of the growth in GNE."' 

Stockbuilding also added to demand growth. With farm stocks declining to very 
low levels in the previous year, a modest build-up in 1988-89 meant that farm and 
public authority stocks contributed 0.4 percentage points to GNE growth. 

The increase in private non-farm stocks added a further 0.8 percentage points 
to GNE growth as stock holdings were increased to meet the higher sales levels. 
However, despite the high stockbuilding, the non-farm stocks/sales ratio continued 
to decline, falling to 0.554 from 0.565 in 1987-88 (see Chart 13 below) . 

Capacity Constraints 

Domestic production could not have been expected to respond to the point of 
satisfying fully the exceptional surge in demand in 1988-89. Nevertheless, even 
allowing for some possible understatement of product growth in the past year, it is 
noteworthy that the estimated increase in production was considerably less than in 
1984-85, 1985-86 and 1987-88 when. GNE increased less rapidly. In other words, 
while the macroeconomic focus of the past year or so has been (rightly) on the 
excessive rate of growth in aggregate demand, the apparently limited supply response 
has also been very significant. · 

Some of the reasons which can be adduced for this more limited response in 
domestic production arc discussed below. 

(a) Capacity Utilisation 

Australia has no comprehensive measures of capacity utilisation, but the several 
partial indicators confirm what prior reasoning would suggest-namely, with the 
recovery into its sixth year in 1988-89, and with investment having been weak over 
much of the previous decade, capacity has been increasingly fully utilised. Over 
these six years, GDP growth has averaged 4.2 per cent and capital/output ratios 
for some sectors, including for manufacturing as a whole, have been falling· 
(Chart 10). The CAI/Westpac measure of capacity utilisation for manufacturing 
was higher last year than at any time since the early 1970s. According to ABS 
estimates, the average age of the capital stock in manufacturing has increased from 
9.9 years in 1966-67 to 12.8 years in 1987-88. 

(2) In similar cpi.sodes or strong ONE growth in the 1960s and 1970s. the discrepancy also increased. This 
appears to have resulted, at least in part, from difficulties in capturing in the national accounts estimates 
all of the growth in expenditure in a quickly growing economy, when new businesses tend to be established. 
It is quite possible that final domestic demand increased somewhat faster than presently estimated. 
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Chart 10: Manufacturing Sector Capacity Utilisation and Capital/OulpUt R.atio 
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The pronounced tightness of the labour market over the past year is evident in 
a wide range of measures,. including unemployment, overtime and vacancies. As can 
be seen in Chart 11, employment again grew strongly-by 4.1 per cent in the past 
financial year. Despite an increase in the participation rate, the unemployment rate 
fell from 7.S per cent in the June quarter 1988 to 6.1 per cent by the June quarter 
1989. 

The largest absolute reductions in unemployment occurred among short-term 
unemployed persons looking for full-time work. In. consequence, and notwithstand­
ing further substantial inroads into long-term unemployment (Chart 11, Panel D), 
the average duration of unemployment increased from 46.8 weeks in 1987-88 to 
49.0 weeks in 1988-89. 

The level of overtime suggests that the labour market was tighter in 1988-89 
than at any time since the early 1970s (Chart 17 in Part II), although the 
unemployment rate was still well above the average range of 1 t-2+ per cent in the 
1960s and early 1970.. Shortages of suitable labour in the building trades have been 
pronounced for some time, with resultant sharp increases in labour costs and prices. 
As Table 3 illuatratcs, many segments of the labour market have become tighter 
over the past two years. 
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Chart 11: Labour Market Indicators 
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(•) Scuooally adjusted data. Treasury hu app1icd a link to labour force data prior to April 1986. 
(b) Unlinked original data. 
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Table 3: Vacancy/Unemployment Ratios By Occupation and Industry 

Ym 

1986-87 1987-88 1988-89 

Occupation (a) (b)-
Managers and administrators . o.os 0.06 0.07 
Professionals 0.15 0.18 0.15 
Para·prorcssionals 0.04 0.04 0.05 
Tradespersons 0.28 0.41 o.ss 
Clerks .• 0.02 O.Q3 0.03 
Sates persons and personal service workers 0.16 0.22 0.35 
Plant and machine operators • 0,05 0.08 0.13 
Labourers and related workers 0.02 O.Q2 0.04 
Total O.IO 0.13 0.18 

Industry (c)-
Manufacturing 0.17 0.20 0.26 
Wholesale and retail trade 0.13 0;16 0.24 
Transport and stor.igc (d) n.a . 0.13 0.21 
Public administration and defence 0.20 0.27 0.35 
Community services • 0.47 0.42 0.52 
Other (e) 0.14 0.15 0.25 
Toial 0.16 0.18 0.26 

(a) Based on unfilled vacancies data by occupation obtained from the Department of Employment, Education 
and Training and ABS mid-month unemployment data. 

(b) Data for 1988-89 arc the average of the September, December and March quarters. 
(cl Based on ABS mid-month unemployment and vacancies data. 
(d} The vacancies data include communication. 
(e) Covers mining, construction, finance, property and business services and recreational, personal and other 

services. Unemployment data are not available for mining. 

A large part of the recent shortages can be traced back to past developments 
on the supply side of the labour market. The cut-back of apprentice intakes around 
1983 and 1984 led to sharply lower apprenticeship completions in 1986-87 and 
1987-88 (Chart 12). In addition, the proportion of skilled tradespersons from 
immigration increased only very recently from the low levels in the period immedi­
ately after the 1982-83 recession. Perhaps most important was that, with the 
contraction of the manufacturing sector in the early 1980s, and growing opportuni­
ties in other sectors (notably services), many tradespersons left their previous 
occupations and have not returned. 

It is not possible to say categorically that current conditions in the labour 
market as a whole can be taken as evidence that full employment has now been 
reached, but that does seem to be the position in some regions and in some 
occupations. It follows that further progress in reducing unemployment on a 
sustained basis will depend importantly on alleviation of present imbalances by the 
development of relevant skills. To a large extent, this will occur naturally, but 
gradually, as clear evidence of sustained demand for particular skills is perceived 
by the workforce. Part III addresses the question of how award restructuring can 
contribute to these processes. 
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(c) Inventories 

The recent pick-up in final demand came at a time when stock-holdings relative 
to sales overall were at a low level (Chart 13). The high cost of holding stocks and 
improved stock management techniques have led to a situation where inventories, 

Chart 13: Private Non-Farm Stocks-ID-Salea Ratio 
(average 1984-85 prices, seasonally adjusted) 
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particularly in cyclical upturns, no longer play much of a buffer role. With a smaller 
stocks 'cushion', there is greater reliance on quickly available sourcing. Given the 
high levels of domestic capacity utilisation, there was a rapid spill-over into imports 
and pressure on goods prices. 

Incomes Costs and Prices 

Given the labour market tightness and Australia's experiences in similar situa­
tions in the past, there was surprisingly little lift in nominal wage growth. Average 
earnings (national accounts basis) rose by 7.0 per cent in 1988-89, compared with 
6.6 per cent in 1987-88. The preliminary estimate of the outcome for 1988-89 
exceeded the Budget forecast by 0.5 percentage points, reflecting in part the impact 
of labour market pressure on overtime earnings. 

Demand pressures had a more pronounced impact on prices, especially housing 
costs (Table 4). 

The treatment of mortgage interest charges in the CPI was changed in the 
March quarter 1989. Because of the once-off adjustment required to effect this 
change, the 'official' CPI needs to be interpreted carefully, particularly in the March 
quarter. An 'analytical' series provided by the Statistician (based on the new debt 
profile method of measuring mortgage interest charges since their introduction in 
the March quarter 1987) gives a consistent indication of movements over recent 
quarters. The CPI rose by 7.4 per cent in 1988-89 following a rise of 7.3 per cent 
in 1987-88 and compared with a forecast increase in the CPI of·St per cent. The 
analytical series rose by 7.1 per cent in 1988-89. 

Table .f: Price Indicators 
Year Half years (at annual rates) 

1987-88 1988-89 

1985-86 1986-87 1987-88 1988-89 --1--11 __ l_l_I_ 

(Percentage change on previous period) 
Consumer price index-

8.4 9.3 7.3 7.4 6.7 7.2 7.8 6.6 All groups (a) • • • • 
All groups, analytical series 

9.3 7.3 7.1 6.8 6.9 7.0 7.6 (b) •.••••. 
Excluding mortgage inter-

est and consumer credit 
charges , • • • • • n.a. 6.8 6.9 1.S 6.6 6.3 

Implicit price deflators-
Private final consumption 

8.3 8.6 7.1 6.9 6.8 6.9 7.1 6.4 expenditure ••• 
Gross non-farm product 7.0 7.4 7.4 9.3 6,6 8.7 9.3 10.0 
Terms of trade • • • -8.6 -4.6 9.1 IS.6 10.1 14.S 18.6 12.1 

Wholesale price.indices-
4.9 o.s S.1 l.O(c) 3.4 S.1 -3.8 7.0(,) Manufacturing input . 

Manufacturing output. . 6.3 6.6 7.3 6.S(c) 6.7 8.S 6.0 6.3(') 
Building materials used-

7.2 S.8 7.6 I0.4(c) 6.6 II.I 11.l 9.3(,) In housing .. , • 
Other than housing • 8.0 1.1 8.8 8.S(c) 8.4 11.4 8.6 7.7(c) 

(a) Official CPI as published. 
(b) Based on debt profile method of measuring mortgage interest charges since their introduction to the CPI 

(c) 
in the March quarter 1987. 
Based on figures to May 1989. 
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Apart from a somewhat higher increase in nominal unit labour costs, the major 
influences contributing to the higher than expected rise in the CPI were: 

• continued increases in retail prices of goods wholly or predominantly imported, 
despite the marked decline in import prices stemming from the strength. of the 
SA in late 1988 and early 1989. Strong growth in domestic demand is estimated 
to have added significantly to inflation during the course of 1988-89; 

• strong increases in mortgage interest charges, reflecting increases in house and 
land prices and mortgage interest rates. Excluding mortgage interest and 
consumer credit charges, the CPI grew by 6.8 per cent in 1988-89. For many 
purposes, this provides a better indication of underlying inflationary pressures 
than docs the overall CPI; and 

• fresh fruit and vegetable prices. Floods in eastern Australia for the second 
year in succession meant that these prices rose during the year rather than 
falling back to more normal levels. 

Because of the lift in the terms of trade, prices of domestically produced goods 
and services, on average, rose much more quickly than prices of goods and' services 
purchased domestically (Table 4). This gap, combined with the effects of a further 
decline in real unit labour costs and strong economic growth, resulted in a further 
substantial lift in the profit share (Table 5). 
Table 5: Gross Operating Surplus, Company ~ncome and Real Unit Labour Costs 

Average; 
1966-67 to 1972-73 . 
1973-74 to 1982-83 • 

Year-
1982-83. 
1983-84 
1984-85 
1985'86 
1986-87 
1987-88 
1988-89 

Share or 
private 

non-farm 
Corporate corporate 

gross sector 
Operating gross 

surplus operating 
share (a) surplus (b) 

16.4 JI.I 
12.6 27.2 

11.3 26.0 
13.6 31.S 
14.6 33.4 
14.6 34.2 
14.8 35.0 
15.6 35.5 
16.5 36.7 

Real 
company 

income 
before 

tax (c) 

n.a, 
-3.5(g) 

-4.6 
29.0 
14.1 

-3.7 
8.1 

23.6 
13.9 

Share of 
company 

income 
after 

tax (d} 

n.a. 

Indices of real unit 
labour costs 

Private 
non-farm 
corporate Non.farm 
sector (e) sector (j) 

100.0 100.0 
11.0(g) 105.9 107.4 

8.6 107.6 107.7 
13.4 99.7 103.2 
14.0 97.0 100.7 
12.9 95.9 100.0 
14.1 94.8 100.3 
16.7 94.0 97.1 
18.5 92.3 94.1 

(a) Ratio of the gross operating surplus of trading enterprise companies and financial enterprises (less imputed 
bank service charge) to gross non-farm product at factor cost. 

(b) Ratio of the gross operating surplus of private non-farm trading enterprise companies and private financial 
enterprises (lcs.s imputed bank service charge) to gross product at factor cost of the private non-fann 
corporate sector. Gross product at factor cost for the private non-farm corporate sector is derived using 
Treasury estimates for wages of the unincorporated sector for 1987-88 and 1988-89. 

(c} Income of the private corporate sector before income tax deflated by the· implicit price dcflator for gross 
non-farm product; percentage change. Income is defined as gross operating surplus plus dividends received, 
net extraordinary insurance claims and capital grants from general government, less depreciation, net 
interest payments, imputed bank service charges and third party insurance transfers to persons. Estimates 
of net interest payments used in the derivation of this measure have been adjusted by Treasury to allow 
for the effects of inflation on monetary as.sets and liabilities. (Sec article in Treasury's Economic Round­
up, June 1988.) 

(d) The ratio of income of the private corporate sector (as defined in (b), but after tax) to gross product at 
factor. cost· of the private corporate sector. 

(t) Ratio of wages, salaries and supplements, payroll-tax (lw employment subsidies) and fringe-benefits tax 
paid by the private non.farm corporate sector to private non-farm corporate sector gross product at factor 
cost, plus payroll tax (lcs.s employment subsidies) and fringe-benefits tax (base for index: average 1966-67 
to 1972°73-100). 

(/) Ratio of non-farm wages, salaries and supplements, payroll-tax and fringe-benefits tax, deflated by the 
implicit price deflator for gross non-farm product, per hour worked by non-farm wage and salary earners 
to gross non-farm product at average 1984-85 prices, per hour worked by all persons employed in the non· 
farm sector (base for index: average 1%6-67 to 1972-73-100). 

(g) Average for 1976-77 to 1982°83. Data for periods prior to 1976-77 arc not available. 
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External Accounts 

The effects of rapid growth in domestic demand were especially evident in the 
balance of payments. Australia's current account deficit widened in 1988-89-from 
SI 1.8 billion (or 4.0 per cent of GDP) in the previous year to $17.4 billion (or 5.2 
per cent of GDP). The continuing growth of the net income deficit, which accounts 
for the larger part of the current account deficit and is now equivalent to 3.9 per 
cent of GDP, played a role (Table 6). However, the principal proximate influence 
was a significant increase in the goods and services trade deficit. Strong domestic 
demand, particularly for the more import-intensive components such as investment 
goods, and a higher exchange rate, produced a sharp increase in imports. The 
improved terms of trade partly offset the markedly weaker trade volume perform· 
an cc. 

Table 6: Balance of Payments Indicators 

1984-85 1985-86 1986-87 1987-88 1988-89 

S billion 
Balance on goods and services -4657 -7299 -4716 -2314 -6721 
Net interest deficit -4234 -5281 -5509 -5462 -7019 
Net income deficit -6728 -8333 -9396 -11182 -12979 
Net unrequited transre~ 198 709 1213 1664 2274 
Balance on current accouni -11187 -14923 -12899 -11832 -17426 

Percentage of GDP 
Balance on goods and services -2.2 -3.1 -1.8 -0.8 -2.0 
Net interest deficit -2.0 -2.2 -2.t -1.8 -2.1 
Net income deficit -3.1 -3.5 -3.6 -3.8 -3.9 
Net unrequited transfers' 0.1 0.3 0.5 0.6 0.7 
Balance on current account -5.2 -6.3 -4.9 -4.0 -5.2 

Percentage change in volume of-
13.S 5.9 8.9 6.8 1.0 Exports of goods and services . 

Imports or goods and services . 15.5 1.5 -3.2 9.9 25.5 
Balance on· goods and services 

$billion {1984-85 prices) -4657 -3193 1369 244 -10217 
Net interest deficit 

Percentage of current account deficit 37.8 35.4 42.7 46.2 40.3 
Net income deficit 

Percentage of current account deficit 60.1 55.8 72.8 94.5 74.5 
Percentage change in terms of tr-.tde-

-2.4 -8.6 -4.6 9.1 15.6 Year-average terms 
Year to June quarter -5.3 -8.4 -1.4 15.7 11.S 

Higher than forecast endogenous imports accounted for more than half of the 
discrepancy (of almost $8 billion) between the Budget forecast of the current 
account deficit and the outcome. Exports of goods and services were around 
$0. 7 billion less than had been forecast and the net income deficit turned out to be 
higher than forecast. 

Export volumes were adversely affected in 1988-89 by the diversion of manufac· 
tu red goods to the domestic market and disruptions to the supply of some commod· 
ities (notably coal and crude oil). Favourable seasonal conditions and the prospective 
opening of Asian beef markets encouraged Australian graziers to concentrate on 
herd rebuilding. The potential for beef exports in later years was thereby increased 
at the expense of exports in 1988-89. Export products recording high growth 
included aluminium, gold and some metal ores. 
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Endogenous import volumes rose by 27 per cent in 1988-89. All categories of 
endogenous imports recorded substantial growth, but the 43 per cent increase in 
capital goods imports was the strongest. Imports of consumption goods rose by 
30 per cent and imports of 'other' endogenous goods (primarily intermediate goods) 
increased by 19 per cent. Imports of machinery and industrial transport equipment, 
passenger motor cars (which accounted for about half of the increase in consumer 
goods imports) and industrial supplies increased particularly sharply, accounting for 
around 85 per cent of the increase in current price merchandise import values 
(excluding civil aircraft and fuels) between 1987-88 and. 1988-89. 

Imports accounted for around 60 per cent of the increase in GNE in 1988-89, 
implying a 'marginal' import penetration ratio roughly three times the average 
penetration ratio. While the large increase in imports aggravated an adverse balance 
of payments position, it also helped to protect the economy from excessive price 
pressures and other bottlenecks and shortages of goods. The heavy investment goods 
component of those imports will help to expand Australian output over the years 
ahead, thereby contributing to the reduction of the current account deficit. 

CONCLUSION 

Economic developments in 1988-89 clearly demonstrated the adverse implica· 
tions, particularly in terms of inflation and the current account of the balance of 
payments, of overly rapid growth of domestic demand. They also underlined once 
again the importance of enhancing the flexibility and growth potential of the 
economy. The Australian economy is now slowing but still faces further substantial 
adjustment in order to bring the current account deficit and external debt down to 
sustainable levels. The ways in which that adjustment is proceeding over the 
medium-term arc addressed in Part II. 
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PART II: MEDIUM-TERM TRENDS 

Australia's major medium-term economic problems-namely, inflation and ex­
ternal imbalance-have been exacerbated by the excessive demand pressures over 
the past. year: At the same time, however, the continuing strong expansion of 
business investment and employment has improved the productive base of the 
economy. Against the background of these developments, this Part reviews some 
fundamental factors influencing the underlying performance of the economy. 

The economic well-being of Australians is primarily determined by the rate at 
which the productive potential of the economy is expanded over the. longer t•"?'· 
To the extent that this is done by drawing on foreign saving, there will be a claim 
on future real income generated by Australians to service those foreign obligations. 
That will be generally acceptable so long as that saving is used in ways which 
generate more than its servicing costs. If, however, foreign ~ving .is not deployed 
effectively, foreign obligations will become burdensome and will heighten the eco~­
omy's exposure to adverse external developments, such as lower world economic 
growth and commodity prices. The overall process of economic adjustment under 
way in this country has as its ultimate objective the effective parti~ip~tion. by 
Australia in an increasingly competitive international economy. Trends m mflation, 
factor shares, investment and saving, and the myriad. of factors making for a more 
productive and efficient economy, arc all important to the realisation of that 
objective,. and to the maintenance of adequate control of the economy's external 
debt burden. 

External Debt 
Australia's net external liabilities were equivalent to 41 per cent of GDP at 

cnd:March 1989 (Chart 14, Panel A), lifting the net cxtcrna! liabilities scrvici.ng 
ratio in t 988-89 to 22 per cent of exports of goods and servtces, compared with 
about II per cent in the early 1980s. Although external liab!liti.es h~vc fallen a 
little relative to GDP over the past couple of years, a rebound IS likely m the short 
run. Stabilisation of the ratio will require a significant reduction in the current 
account deficit. 

Within total liabilities, net external debt was equivalent to 32 per cent of GDP 
at end-March 1989 about the same level as at end-June 1986. On the other hand, 
the. rapid cxpansio~ of Australian equity investment abroad, and the rclati~c d.ecline 
in equity values and investment in Australia,. have seen a notable reduction m net 
equity liabilities in recent years. 

For some purposes the distinction between debt and equity financing is not 
important. In each case, investors will commit funds only i~ t?• cx~tion of 
earning a satisfactory rate of return. There arc, however, two s1gn1ficant differences. 
First, equity financing is serviced only if the investment. is ~rofitabl~, wher~ dc?t 
is a fixed contractual obligation. Secondly, debt financmg IS essentially passive m 
nature, whereas equity is more entrepreneurial and can· ~ring with it access t~ 
foreign technology, markets and linkages with the international eco~omy. In this 
second respect, the predominance of equity investment in the continwng growth of 
Australian investment abroad is particularly important. 
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Chart 14: Austnlia's External Assets and Liabiliti.,. 
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Relative to GDP; the stock of Australian equity abroad has grown from 
about 4 per cent at end-June 1983 to about 13 per cent at end-March 1989. The 
increase in the value of the assets has been from S6 billion to 
S42 billion. Income on these assets has also increased rapidly-from around 
2 per cent of exports of goods and services in the year ending June 1983 to nearly 
5 per cent in the year ending June 1989. As Australian equity investment abroad 
continues to grow, the returns to Australia from that investment will become even 

more important. 
Some interesting changes have been occurring in the structure of external debt 

that are related to risk. The appreciation of the SA during 1987 and 1988 (which 
contributed to the stabilisation of debt relative to GDP over that period (Chart 14, 
Panel A)), together with relatively high interest rates in Australia, attracted invest­
ment in SA-denominated assets. As a consequence, the proportion of gross debt 
denominated in foreign currencies stood at 61 per cent at end-March 1989, com­
pared with 77per cent at end-June 1986. The higher proportion of SA-denominated 
debt means that interest payments abroad have been greater than they would have 
been if more of Australia's debt was in foreign currency, given generally higher 
interest rates in Australia. On the other hand, SA denomination removes the risk 
of exposure to exchange rate changes for the term of the debt. 

The portfolio adjustment response of investors to changes in exchange rates 
(ie, moving between assets denominated in SA and foreign currencies) appears to 
be quickening. With deregulalion of financial markets, overseas borrowing by banks 
has increased sharply and, as banks' operations are concentrated at the short-term 
end of the credit market, this has also contributed to an overall shortening of the 
maturity structure of Australia's external debt. At end.June 1983, 12 per cent of 
gross debt domiciled abroad was expected to be repaid within one year; this ratio 
had risen to almost 30 per cent by end-June 1988. The shorter maturity structure 
of debt and the higher proportion of borrowings made on floating rate terms have 
meant that interest rate changes flow more quickly into income payments to foreign 

investors. 
As discussed in this Statement in previous years, the initial phase of rapid build­

up in Australia's external debt was associated in part with public borrowing for 
activities which did not always provide returns capable of servicing the debt. Some 
of the sharply increased private borrowing related to the resources boom of the late 
1970s and early 1980s also encountered servicing difficulties in the wake of subse­
quent commodity price falls, although the recovery over more recent years would 
have eased these difficulties. 
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Recently public sector borrowing has been reduced and, at the Commonwealth 
level, overseas debt is being repaid. The general government share of total gross 
extcrna~ ~cbt has fallen by 1 t percentage points since June 1987 (Chart 15).°' The 
compos11ton of general government external debt has also changed: State govern­
ments now owe more and the Commonwealth Government owes less. 
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~uch of.the i~crem~nt to debt in the more recent build-up phase has thus been 
ass'?ciated with private mvcstment decisions and, prima facie, there is no reason for 
pohcy makers to interfere with such. commercial judgments. It remains the case, 
however, that almost 50 per cent of gross external debt is held by the public sector 
as a whole. Notwithstanding the fact that over 40 per cent of this is on behalf of 
gover?ment business c_ntcrprises, competitive forces in that area arc not, generally 
speakmg, as strong as m the private sector."' Fiscal policy has been in part directed 
at reducing that debt recently. 
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More broadly, policy has a role whenever it is judged that net external liabilities 
are increasing more rapidly than. the capacity of the economy to comfortably service 
those obligations. Such a situation could develop for a number of reasons, including 
inappropriate economic policies in the past, poor private or public sector investment 
decisions, and external infiuences beyond the control of decision-makers in Australia 
(such as sharply adverse movements in the terms of trade). High external obligations 
mean that the borrowing country must allocate a greater share of its production to 
meeting income demands of foreign lenders, leaving less for domestic consumption. 
The further this process goes, the more difficult it is likely to be to satisfy domestic 
expectations of steadily rising living standards. Those considerations dictate that 
governments adopt a cautious approach to the growth of external liabilities. 

There are no universally applicable debt servicing thresholds. Rather, the issue 
of the sustainability of a particular country's borrowing position is a matter for 
judgment, having regard to that country's circumstances, policies and prospects. In 
Australia's case, while there is no shortage of potential foreign lenders, global 
financial markets have placed a sizeable risk premium on all $A assets in recent 
years. 

There will need to be continuing evidence of satisfactory progress towards 
external adjustment if those borrowing costs are not to stay high or rise further in 
the period ahead. In particular, there needs to be a sustained reduction in the 
current account deficit, which in turn will require domestic spending to grow less 
rapidly than domestic production for some time to come. Over a longer time frame, 
it will be important to maintain the improvement in public sector saving, and to 
foster an, environment conducive not only to sustained investment but also to 
satisfactory private sector funding of it. Progress in these areas will reduce Austral­
ia's call on global capital markets. International experience suggests that-provided 
there is confidence that progress is being made-global capital markets are prepared 
to finance external account imbalances over much lengthier periods of adjustment 
than previously thought likely. 

InOation 
Over the past two decades infiation in Australia has averaged. 9.1 per cent per 

annum. For the most part, this has been well above the inflation rate in other 
OECD countries, in contrast to the situation earlier in the post-war period (when 
infiation in Australia was broadly in line with that of other industrial countries) 
(Chart 16). A high rate of infiation has become deeply embedded in Australian 
attitudes and institutions. Changing those attitudes, and the behavioural patterns 
which spring from them, will require sustained effort, not only by policy makers 
but also by leaders of business, unions, welfare and other community groups. High 
infiation, by introducing distortions throughout the economy, increasing uncertainty, 
and focussing attention on speculative investment and projects with relatively fast 
pay-back periods, damages the economy's growth potential.. Moreover, it has harm­
ful consequences for many in society whose incomes or assets arc vulnerable to 
rapid increases in costs. 
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T~e c_ontainment of inflation in major OECD countries during the current long 
upswing m worl.d economic activity has owed a good deal to the cautious co d ct 
of ~onetary pol~cy and associated positive real interest rates. In Australia, mon~t: 
!'°hey-along :-v•th w~ges .policy:-:u_ndo~btedly also played a role in quickly confi~ 
•~g .and _reversmg an mev1table m1t1al nse in inflation that followed the SA depre­
c1atton m 1985-86 (Chart 16}. While monetary policy influences inflationary 
outcomes, and will ?eed to continue to play an appropriately constraining role 
there ~re three _Proximate factors that weigh heavily on prices. These arc labou; 
costs, import pnces and demand pressures. 

Chart 16: lntermtional Comparison of Inflation Rates(•) 
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(a) The Australian CPI is adjusted for the introduction of Medicare from the March quarter 
1984 to the March quarter 1985. Australia's eight major OECD trading partners comprise· 
!he US, Japan, FRG, France, the UK, Italy, Canada and New Zealand. Percentage change', 
m cac~ country's CPI are weighted using import and export weights current for each 
financial year. 

Wages policy has been used to restrain nominal labour costs over the past six 
years and has proved to be quite effective in that respect: 

• '_Vages growth in the market sector'" has averaged 7.0 per cent over the past 
six years, when consumer price inflation has been running at 7 7 per cent 
This fall in real wages is in marked contrast to similar episodes ·in the past· 
!he rat~ of nominal wage growth also has been well below that experienced 
m the SIX years to 1982-83 (10.7 per cent). 

'
1
' :h: ~mr,rkct' scctd or includ~ all in~ustrics ~xccpt finance. property and busincu services, public administration 

n e ence an community services. Estimates for market sector wa cs have been de · f 
Nos. 5204.0 and 5211.0, with adjustments made to reflect the latest n~ional accounts£.~~ rom ABS Cat. 
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• Moreover, this wage restraint has occurred at a time when the demand for 
labour has been growing strongly. Chart 17 shows that wages growth has 
remained at comparatively low levels despite the emergence of pressures that 
have been more intensive than in 1981-82 and similar to those experienced in 
1973-74. 

The question arises as to why wage restraint did not lead to lower inflation over 
the past six years than, in the event, occurred. Nominal unit labour costs for the 
market sector increased at an average rate of 5.9 per cent between 1982-83 and 
1988-89, 1.8 percentage points below the average annual increase in the CPI. It 
could be argued that if CPI growth had been closer to that in nominal unit labour 
costs, a virtuous circle of lower nominal increases in wages and prices and a higher 
nominal exchange rate would have emerged, resulting by now in a noticeably lower 
inflation rate. 

Chart 17: Overtime and Wagca Growth 
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Three major factors that have contributed to the gap between inflation and the 
growth in labour costs can be identified-namely, public sector-related prices, 
demand pressures and, until 1988-89, import prices.'" 

A range of costs and charges associated with the provision of services by the 
public sector (including rents, local government rates and charges, urban transport 
fares, health costs and education and childcare costs) have tended to rise at a faster 
pace than have prices generally. This has arisen, in part, from moves to price some 
services on a more economically sound, basis as part of wider programs of micro­
economic refonn intended to improve resource allocation and reduce inflation in 
the longer tenn., Not all public sector charges have outpaced inflation-for example, 

,., While 'special' factors also have:: had a large effect on prices in particular years, their impact has tended to 
average out. For example, smaller increases in petrol prices have tended to offset higMr hous.iC\g <:Oils and 
fruit and vegetable prices over the period as a whole. 
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postal and telephone charges have grown more slowly, in part rcficcting the benefits 
of new technology. Nonetheless, estimates suggest that public sector-related charges 
overall have added on average about 0.4 perccntagc'points a yc;ir to the growth in 
the CPI. 

For much of the past six years, demand growth has been relatively strong. There 
arc different ways to estimate the extent to which this would have added to 
inflation. Treasury's estimates of the 'underlying' CPI suggest that demand strength 
could have added an average of about 0.5 percentage points a year, with larger 
increases in the past year or so. 

Landed prices of 'endogenous' imports (other' than capital goods) increased by 
an average of 6.1 per cent a year over the past six years, below the rate of increase 
in the CPI. However, this six-year average masks strong fluctuations within the 
period. In particular, these import prices increased by an average of 8.6 per cent a 
year in the five years to 1987-88 before declining sharply in 1988-89 as a result of 
the stronger SA. Lags and, especially, the strength of demand have meant that the 
most recent falls in import prices have had a limited impact on the CPI to date. 

In summary, public sector-related pricing decisions, demand pressures and import 
prices account for a good part, but not alt, of the gap between inflation and the 
growth in unit labour costs. Chart I 8 provides estimates of the contributions to 
growth in the 'underlying' CPI from import prices, demand pressures and market 
sector wages. 

Chart 18: Contribution to Growth in CPI "Underlying" Compoocnt (1) 
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The major consequence flowing from the sustained period in which pri':° 
inflation has outstripped the growth in unit labour costs has been the recovery m 
the profit sharc.m The correction of the earlier imbalance i~ factor shares has been 
a major policy objective for some years. As can be seen m Chart 19, the profit 
share has recovered from the low levels of the 1970s and early I 980s to be at levels 
above those recorded in the buoyant 1960s (sec also Table 5). Correspondingly, the 
wage share has fallen to levels below those of the 1960s and the early 1970s. 

Chut 19: Factor Sbuca (1) 
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corporate sector gross product at factor cost. 

As elaborated below, the strong recovery in profits has generated widespread 
benefits throughout the economy by underpinning employment, investment and 
output. It has meant that, despite the decline in the wage share, real household 
disposable incomes have risen at an average rate ~f 2.~ per cent. a year over the 
pl\St six years, above the 2.0 per cent in the preccdmg six-year penod. . 

With profit shares likely to decline as domestic demand prcssur~ case, .continued 
restraint in nominal wages could be expected to feed more prominently mto lower 
inftation rates. The progressive moves towards exposing Australian industry to a 
more competitive trading environment will reinforce that prospect (sec Part 111). 

rn Public sector-related' prices and import prices do not directly affect the profit share. 
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Investment, Employment and Productivity 

The substantial improvement in profits over recent years and the associated 
confidence effects have been major inftucnccs behind the recent strength of busincs.s 
investment. These influences have been reinforced by reductions in the size of the 
public sector and in its borrowing requirement. Indeed, the performances of real 
wages and profits arc important reasons why sustained fiscal restraint has not led 
to softness in the short-run demand picture. 

Part and parcel of these developments have been important changes in the 
composition of domestic demand that will contribute to the longer-term health of 
the economy. Table 7 shows average growth rates in the major components of 
demand and product for five-year intervals since 1959-60. Some of the more striking 
features of this table arc: 

• public sector final demand grew at an average 2.3 per cent a year in the latest 
period, the lowest of any of the five-year periods; 

• private consumption expenditure increased at an average of 2.9 per cent in 
the same period, lower relative to GNE or GDP growth than in al\ the earlier 
periods-that it was not even lower primarily rcftccts the strong growth in 
employment; 

• following fifteen years of poor investment performance (2.2 per cent per annum 
growth), the average increase in busincs.s fixed investment in the last five years 
was a remarkable 10.8 per cent; and 

• on the other hand, in the latest period, growth in domestic demand 
(4.5 per cent a year) exceeded product growth (4.0 per cent a year). This 
gap was relatively large compared with earlier periods, and its consequences 
have become more important as external debt has risen. 

Real wage restraint and the associated lift in profitability have contributed to 
the strong growth in employment. Over the past five years, employment has 
increased at an average annual rate of 3.3 per cent and total hours worked at an 
average rate of 3.2 per cent. Real wage restraint has therefore been central to 
stimulating growth in the two fundamental factors of production-namely, employ­
ment and the capital stock. As a result, output has expanded strongly, notwithstand· 
ing some slowing in productivity growth. 

Chart 20 shows trends in both labour and total factor productivity growth over 
the past twenty years. As has been widely recognised, and in common with 
experience overseas, growth in both measures of productivity has· tended to slow 
since the mid-1970s. Moreover, despite the strong output performance in recent 
years, productivity growth has not recovered. Also widely recognised has been. the 
role of declines in real unit labour costs in reducing growth in measured labour 
productivity: with reduced labour costs, employers will be prepared to use more 
labour for a given amount of output (Chart 21, Panel A). 
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Chart 20: Growth in Labcur Productivity llld Tola! Factor. Productivity 
Private Sector (a) 

10 
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(•) The private KICtor comi.lta of tho ASIC divWou: CODltructioa; manufacturing; mining; 
transport, ltorage and c:ommunication (privatc)j wboleule and ntail trade;. rmance. 
property and bUlincu aervicol; recreation, perlOnll and other 1C1Vicea; and agriculture, 
forcttry and fuhing. 

(b) Labour productivity is measured u grou product at constant prices divided by aggregate 
hours worked. 

{c) The m<a1Urc of total foctor productivity ii calculated u grou prodlld at COlllW>t 
price. divided by aggregate hours to the power of 0. 15 time1 net capitll It.Oct 
to the power of 0.25. Net capital .OOC includcl the ltock of private blllincu filled 
capital plua inventoriea. 

What has not been so widely recognised is that the declines in real unit labour 
costs over the past six years have also led to slower growth in total factor 
productivity. This implies that the increased use of labour inputs has not been fully 
compensated by relatively lower capital inputs. Although. important measurement 
and other qualifications apply, Chart 21, Panel B shows a relationship between real 
unit labour costs and total factor productivity which is very similar to that with 
labour productivity alone. 
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Chart 21: Productivity, Reel Unit Labcur Coalll llld Product Growth 
Private Sector (a) 

Panel A: Labour Productivity and Rcol Unit Labour Cosu (b) 
Deviation.I from trend 
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{•) Sec f-e (1) of Chart 20 for the definition of private aoctor. 
(b) Sec f-. (b) ofChlrt 20 for the definition ofllbour productivity. Reo1 

unit llbour cosu arc u defined in footnote {c) of Table 5. 
(c) Sec footnote (c) of Chart 20 for the definition of total factor productivity. 
(d) Thi• measure of total factor productivity UICI non·farm man hours u the labour eomponeot. 
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The positive relationship between total factor productivity and labour costs 
appears to reflect in part generalised 'labour hoarding'. Firms will normally operate 
at a level below peak capacity (of both labour and capital), since it is costly to 
change the level of operation frequently in the face of fluctuating demand. The 
higher the cost of holding labour which is not fully utilised, the less hoarding there 
will be: firms will operate with less of a buffer, just as the high cost of holding 
i?ventories has contributed to greater use of 'just-in-time' stock management prac­
tices. 

To the extent that the level of real labour costs affects the degree of labour 
hoarding, both measured labour productivity and total factor productivity will be 
affected. Developments after the 1974 and 1982 wage surges indicate that this 
phenomenon has been important. In both instances, more labour was shed more 
quickly than would normally have occurred given the exient of the scaling back in 
output (Chart 21, Panel C). Recent experience has been the reverse: as real unit 
labour costs have declined, so has growth in total factor productivity. 

Although reduced real unit labour costs appear to have been a major factor 
leading to the recent low levels of measured labour and total factor productivity 
growth, total productive potential has clearly been enhanced by the stimulus to 
emp!oyment and investment. The slower productivity growth represents only a 
partial offset to even greater capacity expansion. None of this, of course, lessens 
the need to continue the process of structural reform to further enhance productivity 
levels (see Part Ill), especially as productivity depends importantly on how well 
the factors of production are combined. 

The recent strong expansion of the capital stock and employment augur well 
for the ~reductive potential of the domestic economy, with the benefits emerging 
progressive!~ over the next few years. How fully these potential benefits are reaped, 
however, will depend. not only on the organisation of production but also on. a 
stable. overall economic environment, and especially on the successful correction of 
Australia's external account difficulties. The balance between demand and produc­
tion will be critical in this regard. 

Saving and Investment 

The definitional equivalence between three fundamental balances helps to bring 
together the analysis of major trends in the economy. Specifically, an excess of 
domestic demand over production will be reflected in both a shortfall of national 
saving relative to investment, on the one hand, and capital inflow (or the current 
account deficit) on the other. The saving balance (borrowing requirement) for the 
nation as a whole comprises the balances of the domestic sectors: public, corporate 
trading enterprises and households (including unincorporated enterprises) are the 
major ones. 
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As has been seen in recent years, there are strong interconnections between the 
sectoral balances. As the public sector's borrowing was cut back sharply, the 
corporate sector's borrowing increased (with net investment rising mu~h faster t~an 
retained earnings) while the household, sector has tended to reduce its net savm~. 
The result has been only a limited reduction in net borrowing from abroad. It 1s 
apparent that complex offsetting or compounding influences can be at work between 
the sectors and the same is true within sectors. All of this has important implica­
tions for ~licies which are directed at the current account balance, or at particular 
components of national saving. 

Of itself, the improvement in the net PSBR over recent years could have been 
expected to lower the current account deficit significantly."' However, as already 
noted, there have been countervailing factors at work, with many of the influences 
behind the strength of domestic demand over the past year or so acting to increase 
private sector investment more than saving. 

Reduced labour costs and higher profitability and confidence levels have stimu­
lated business fixed investment in a major way. This has been reinforced by the 
cyclical strength in non-residential building and the reduction in equipment prices 
consequent upon a higher exchange rate. Those higher profits have, of course, fed 
into corporate retained earnings (corporate saving), but to a lesser extent than the 
lift in investment. 

In the household sector, investment has also been rising strongly over the past 
two years, reflecting both increased residential investment and investment by unin­
corporated businesses. Over the same period, the household' saving ratio is estimated 
to have been broadly unchanged."' 

In summary, the recent increase in total private net borrowing is essentially the 
consequence of a lift in investment spending; in fact, private sector saving has been 
largely unchanged relative to GDP (Chart 22; Panel B). For the economy as a 
whole, after declining sharply from the mid-1970s, saving has increased significantly 
relative to GDP over the past six years, with shifts in public sector saving clearly 
being the dominant influence. 

"' In principle, the outcome is dependent on the composition of the reduction in the net ~BR. Some.clements 
or the reduction (cg asset sales), while important for other reasons, do not .have any direct or quick cff~t 
on the current account deficit. Nevertheless, these have accounted for a rclat1vcly small part of the reduction 

·~· ~S:!a~:: ~~:~schold saving arc inherently difficult to dcriv_c and should be i~tcrprctcd w!th care: As the 
Statistician noted in the preliminary March quarter 1989 national acco~nts estimates, they are.affected by 
any deficiencies or inconsistencies in the C!itimation and ~nal ~d)uslmcnt or household 1~comc. a~d 
expenditure' -ie they are estimated as a residual. The substantial rcv1s1ons to the household saving ratio m 
the latest national accounts estimates highlight the limitations or such estimates. 
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Exterul Accoil•ll 
Theie is little doubt that the current accoµnt deficit, relative to GDP, will 

narrow as demand slows in the period ahead. That narrowing, however, will be 
limited by the net income deficit, which is now equivalent to almost 4 per cent of 
GDP. This is much higher than the current account deficit ratio needed to stabilise 
the net external debt ratio at a reasonable level, and twii:e the comparable ratio in 
the '! 960s and 1970s. Given the inherent unresponsiveness of the net income deficit 
to policy in the short- to medium-term, a turnaround of the trade balance from 
deficit to surplus is required to narrow the current account deficit significantly. 

While a sustained improvement in Australia's terms of trade, stemming from 
continued increases .in commodity prices, would facilitate the external adjustment 
task, those prices arc very _largely beyond Australia's control. The real trade balance, 
which abstracts.from price movements, must be the main focus of policy. 

(a) Export Ptrformanct 
In volume terms, exports of goods and services have increased much faster than 

GDP since '1982,83 (Chart 23). This upward trend was broken in 1988-89, for the 
reasons mentioned in Part I. Australia's export capability is now growing strongly 
and the coming to fruition· of some major investment projects, notably the North­
west Shelf project;. will add· to export volumes over coming years. Although 
cconomfo growth in some of our major trading partners is showing signs of slowing, 
potential markets remain quite buoyant. 
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15 

Chart 23: Ratio of Exporta of Goods ud Services to GDP 
(aver11ge 1984-85 prices) 
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Despite moderate volume growth last year, manufactured export volumes rose 
by over 8 per cent per annum in the four years ended 1988-89. This growth was 
largely a response to the significant improvement in the international' competitive­
ness of Australian industry that occurred in the mid-l 980s. Within manufactured 
exports, shipments of non-metal manufactured goods rose by over 10 per cent 
per annum. In 1988-89 manufactured goods accounted for 23 per cent of merchan­
dise export volumes, compared with under 20 per cent in the three years ended 
1985-86. 

Exports of services maintained their recent strong growth in 1988-89, with the 
tourism industry again making a major contribution; in part this reflected the 
temporary boost to overseas arrivals associated with the Bicentennial and Expo 
events. Australia's typical deficit on tourism trade has been significantly reduced 
over recent years, mainly as a result of continued income growth overseas, improved 
competitiveness in tourism, promotional activity and significant investment in tourist 
facilities. Arrivals of visitors rose by an average of over 20 per cent per annum over 
the last four years, contributing to a $4 billion rise in export earnings. Tourist 
accommodation capacity has risen by over 6 per cent per annum over the three 
years to the March quarter 1989. 

Important contributions to export receipts are emerging from those who provide 
consulting, fi.nailcial, advertising, management, business, technical· and other services. 
This category of exports grew by 28 per cent over ~he two years to 1988-89, when 
it accounted for 18 per cent of total exports of services. Overall, the proportion of 
total export volumes accounted for by services increased to almost 20 per cent in 
1988-89. 

(b) Import Penetration 

The lift in the import penetration ratio in, 1988-89 came on top of a trend rise 
in this ratio (Chart 24). Jn last year's Statement some key reasons for this trend 
increase were identified-notably the growing use of computers, the worldwide 
trend to increased specialisation, lower transportation costs and factors associated 
with the earlier relative decline in the size of the Australian manufacturing sector. 
Some of these influences are likely to continue, although they are expected to be 
overwhelmed by the likely slower growth of domestic demand this year. Past falls 
in import penetration brought about by reduced GNE growth are apparent in 
Chart 25. Those falls, were not, however; long-lived and the trend increase in the 
ratio re-asserted itself as domestic demand growth resumed. That trend is not in 
itself a bad thing, particularly if it is associated with an improvement in the 
efficiency with which resources are used, thereby strengthening the long-run com­
petitiveness of exports. Policies fostering a strong business investment climate and 
facilitating structural adjustment are in part directed to that end. 
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Chart 24: Import Penetration Ratio (a) 
(average 1984-BS prices, seasonally adjusted) 
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(a) Endogenous imports as a percentage of non-farm sales (defined as grou non-farm product 
plus imports of ~rvices·and endogenous goods less changes in private non-farm stocks). 

Chart 2S: Endogenous Imports and Gross National Expenditure 
(average 1984-85 prices, sessonally adjusted) 
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(c) Medium-Term Considerations 

As already noted, improvement of the real trade balance is crucial to external 
adjustment. Price incentives for Australians to supply traded rather than non-traded 
products, for foreigners to buy Australian products rather than purchase from other 
suppliers, and for Australians to buy local goods and services rather than imports 
have an important role to play in that regard. Price competitiveness can be 
measured by a variety of statistical indicators, but all fail to capture non-price 
aspects of competitiveness. No single measure is unambiguously 'correct' for all 
circumstances. Nevertheless, most available indices suggest that Australia's interna­
tional competitiveness remains favourable by historical standards, and significantly 
better than in 1983 and 1984. Indices of the relative unit labour costs, expressed in 
a common currency, of Australian and overseas producers suggest that local industry 
remains highly competitive (sec Chart 26). 

Chart 26: Competiliveoeu lndicea 
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(•)Unit labour COit index of compctitivcneu. Sec footnote(•) of Chart 9. 
(b) Price index of articles produced by Australian manufacturing industiy relative to import 

prices (with fixed common industry-level weightings for both series). 

However as also shown in Chart 26, movements in local manufacturing output 
prices relati~e to import prices present a less favourable picture. The combination 
of favourable cost competitiveness but less favourable price competitiveness suggests 
that margins have been increasing in Australian manufacturing since rnid-1985. Such 
a conclusion is consistent with the strong growth recorded in company profits; The 
combination of a lift in margins, high levels of capacity utilisation and preservation 
of underlying cost competitiveness has been important in encouraging resources to 
move to the manufacturing sector and arresting the trend decline in the share of 
manufacturing in total GDP. 

Further evidence of resources responding to improved competitiveness is seen in 
the composition of business investment. There was a sharp lift in the share of 
investment occurring in 'tradable' industries in 1985 and 1986 (Chart 27). Over the 
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Chart 27: Inveabnent in Tndablo IJld Non-Tndable Induslriea (1) 

Panel A: Tradablca Share in Survey Investment (a)(b) 
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(a} Private new capital expenditure on an industry of effective use basis, scuonally adjusted 
at average 1984~85 priee1. This: covers approximately 70 per cent of~usincu 
investment on a national accounts buisp and excludes community servicca, construction 
and agriculture. This topic is dilcullCd in more detail in an article entitled 
•New Data on Busincu (avCltmcnt" in Treasury's Economic Round-up, April 1988. 
Source: ABS Cat. No. 5626.0 ud unpublilhcd data, Figurca for 19891 uc buod oo 
March quarter figures plus expcetatioas for the June quarter adjusted uaing S year 
average rcali.satiorHatios. 

(b) Tradablc investment is dcfmed a expenditure by mining, manufacturing and 'other 
non-manufacturing' (scrvicc).indu1trie1·(wbicb include tourist-related projects). 
Non·tradabJe investment covers the finance, property and busincu serviccl group and 
'other selected industries' (except 'other non-manufacturing'). 

(c} Commodity tradable investment is defined u elpcnditurc in mining and in "buic metal 
metal products manufacturing'. Non-<:ammodity tradablc is defined u expenditure in 
manufacturing excluding basic metal products, and in 'other non-manufacturing'. 
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past 1 wo years, investment in both tradable and non-trada.blc industries has. grow~ 
strongly. Investment in non-commodity tradable indu~tr1es-notably tourism-is 
estimated to have been the fastest-growing component smce 1982-83. 

To help restore external balance, exports will need to resume the str?ng growth 
rates of the mid-1980s. Australia's poor trade volume perform~nce. IS PW:IY a 
consequence of its specialising in the production of goods for which mternallonal 
demand grows relatively slowly and whose real prices trend do"'.'nwards, whcreasgl 
import demand is oriented towards goods fo.r "'.hich the. demand mcreas~ ~Iron Y 
with income. This pattern of export speciahsauon and import demand ~· m la~ge 
part, the outcome of a combination of comparative advantage, and .previous policy 
·ncentives that resulted in the development over the post-war pe~1od of a largely 
:award-looking manufacturing sector ~per~t~ng in p~otected domestic markets. That 
situation and the culture associated with 1t 1s changing only slowly. 

The foregoing considerations point strongly to th•. need to continue to enh?ncc 
competitiveness in its various dimensions. Continuation of the ~r~ of micro~ 
economic reform is a necessary adjunct to deman~-orientcd pohc1es mtendcd ~o 
correct external imbalance and restrain wage and p~ce ~ressures. Such _reform "'.Ill 
help the process of export diversification, thereby oncntmg our productive capa~ty 
towards the faster-growing elements of demand. Moreover, by raising th~ potential 
output of the economy, and allowing a greater contribution to correc~1on of t~c 
current account through net exports, structural reform would permit do?'eshc 
demand and standards of living to be maintained at higher' levels than otherwise for 
a given narrowing iO the current account deficit. 

Conclusion 
From a medium-term perspective, the strong growth in business investment a~d 

employment in recent years will lift the economy's productiv~ potenti~I. That wdl 
facilitate greater control over inflation and greater external adiustment m the longer 
term. However, the stalling of the downward trend in intlati~n and t~e renewed 
increase in the current account deficit in 1988-89 emphasise the ~1ze of t~e 
adjustment task and the need bot~ .to con~ain d~mestic demand and to hft domesttc 
production. Part III discusses pohc1es agamst this background. 
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PART Ill: ECONOMIC POLICY 

Domestic demand increases over the past year have been of such a magnitude 
that they could not possibly have been met in full by domestic production. Policy 
is continuing to be directed at curbing those demand pressures and, at the same 
time, at improving the economy's flexibility and productive potential. This means 
further enhancing the economy's stock of human and physical capital, and making 
better use of it. Microeconomic reforms are important here, especially in terms of 
more efficient organisation of production and distribution. The recent pattern of 
strong growth in private sector investment relative to private consumption and 
public final demand needs to be sustained. Continued containment of wage pressures 
and the maintenance of satisfactory profitability levels will be paramount in that 
respect. It will be essential also to maintain the lowered demands of the public 
sector in capital markets, and for real resources, through continuing tight fiscal 
settings. 

Structural Reform 

Policies pursued over much of the post-war period which aimed at protecting 
inefficient industry sectors have left a continuing legacy of poor work practices, 
often indifferent management, excessive regulation and high costs. As a result, the 
growth of efficient activities has been impeded and the flexibility of the economy to 
adjust to changing circumstances impaired. 

A good deal has been done recently to attack these problems, and the benefits 
will become more apparent as these measures take their full effect. Phased reduc­
tions in tariffs and other forms of assistance still have some way to run in many 
industries, and some measures-such as changes in the tax system, improvements in 
training arrangements, the restructuring of awards and the encouragement of industry­
bascd research and development-will take several years to bear full fruit. 

Nevertheless, much remains to be done to encourage industry to become more 
efficient, outward-looking and responsive to market signals. In pursuing these objec­
tives it is important that the medium-term perspective not be diminished and that 
any measures that might be taken to deal with short-term problems do not cut 
across medium-term aims. 

Some parts of the services sector are in urgent need of reform, particularly 
where services are major inputs to other industries. In some cases, the high costs or 
unreliability of such services can effectively prohibit the development of potential 
export industries. The high cost of coastal shipping around Australia relative to the 
cost of international shipping, for example, seems to have been an important factor 
in the off-shore processing of some raw materials produced in Australia. Similarly, 
high costs and risks of delays on the waterfront can impede the development of 
export-oriented manufacturing activities; Initiatives by the Commonwealth Govern­
ment, including the availability of continuous voyage permits for the use of foreign­
ftagged vessels in coastal shipping, arc now being pursued in these areas. 

Considerable scope also exists for State governments to improve the efficiency 
of State enterprises such as railways, electricity commissions and port authorities, 
and to reduce regulatory and other rigidities. Changes arc now beginning to occur 
in some of these areas. The Commonwealth has moved to reform its business 
enterprises, which arc largely in the transport and communications scetors. The 
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benefits will be seen over the coming years in better service to customers, greater 
price restraint, and higher returns for the ultimate owners (the community at large), 
as well as the release of resources to other sectors of the economy: Flow-on benefits 
will accrue to user industries which rely on these enterprises for essential services. 

A number of legislative and operational amendments have been implemented. 
On I July 1989 ,the Australian National Line joined .Qantas, Australian Airlines, 
A USSA T and OTC in being incorporated as a Commonwealth-owned company. 
Also on that date, Australia Post and Telecom began operation under new corporate 
and financial structures. Under these arrapgements the Government is exercising 
strategic oversight of its enterprises through approval of their corporate plans and 
the setting of financial targets which include a requirement to achieve (or in some 
cases move towards) rates of return comparable with similar enterprises in the 
private sector. The Australian Telecommunications Authority (AUSTEL), which 
began operation on 1 July 1989, will administer a price-capping mechanism to 
ensure that productivity gains flow to users. 

Labour Market Reform 
Reform is continuing in the labour market, particularly through award restruc­

turing. As part of this onaoing reform process, wage determination iii Australia has 
also undergone an important transition in recent times. Within the framework of a 
centralised system providing overall wage restraint, wages policy has increasingly 
taken on the role of a catalyst for productivity improvement and labour market 
reform: wage increases linked to economy-wide inflation and applied to the whole 
workforce frQm a common date have given way to wage determination arrangements 
which place greater emphasis on negotiations at a more decentralised level. Past 
efforts to move to more decentralised arrangements have been hamstrung by 
structural deficiencies in the system, including importantly in the structure of unions 
and awards, which have produced, amongst other things, a tendency for wage leap­
frogging. 

The National Wage Case Decision of August 1988, in establishing the Structural 
Eftjciency Principle, added. ,to the momentum of labour market reform initiated 
under the two-tier wage system introduced in March 1987. It provided a framework 
for changing some of the more fundamental and institutionalised elements of the 
Australian system of industrial relations that obstruct increased productivity and 
efficiency at the enterprise level. Such changes include removing inefficient working 
practices and arrangements, revising conditions of employment in line with industry 
needs, establishing more appropriate wage relativities, providing better career struc­
tures and improving incentives for training. 

As management and employees learn to make the most of the opportunities 
provided by award restructuring, there is potential for a major improvement in the 
industrial relations environment, leading to lower levels of industrial disputation 
and improved productivity. Through its emphasis on training and skill formation, 
award restructuring can also play a crucial role in addressing chronic skilled labour 
shortages which, as recent experience has once again demonstrated, place severe 
constraints on the productive capacity of the economy. 
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The 25 May 1989 Decision emanating from the Industrial Relations Commis­
sion's review of progress under the Structural Efficiency Principle again emphasised 
that the Principle is aimed at changing those aspects of the award system which 
inhibit measures to improve efficiency in individual establishments. The Decision 
stressed that the Principle contemplates substantive changes in workplace practices 
by both management and employeesc To that extent, an important measure of the 
success of the Principle will be the degree to which changes at award level lead to 
genuine improvements at the plant and enterprise level. 

The August 1989 National Wage Case Decision linked future wage increases to 
~asc-by..casc consideration and implementation of award restructuring agreements, 
m a manner consistent with the continuation of aggregate wage restraint. The 
Decision also reaffirmed that there was no limitation on the nature of the issues 
covered by the Structural Efficiency Principle, and went on to outline a wide range 
of issues relating to working patterns and arrangements that can be included in 
negotiations. While there is inevitable debate about the detail of some changes, the 
broad directions outlined by the Commission are supported by both unions and 
employers. 

Among the issues which the Commission has noted should where relevant be 
dealt with under the Structural Efficiency Principle is that of the structure of t;ade 
unions and of awardsc The current structure of trade unions is based predominantly 
on craft, occupational or general unions extending across industries. In addition, 
many of the key awards (such as those covering metal workers, transport workers, 
storemen and clerks) extend across a wide range of very disparate industries and 
employers. 

These structural features of the industrial relations scene have adverse conse­
quences for the efficient operation of the labour market. Most middle-sized and 
l~rgcr emplo~ers have ~o deal with a number of unions and awards covering 
different .sections of their workforces and this can complicate the negotiation of 
changes in working arrangements. In some cases the task is apt to be consigned to 
the 'too hard' basket by employers, particularly those protected from foreign 
competition or who know that their domestic competitors face similar problems. In 
addition, the sometimes rigid demarcation of work between different unions and 
awards in individual enterprises can lead to inefficient work patterns and wasteful 
disruptions. An excessive degree of job specialisation and division of labour can also 
limit the development of effective career paths and multi-skilling. 

More fundamentally, the coverage of unions and awards as well as that of 
various employer organisations, has important implications fdr attempts to adapt 
and change wage relativities and for the achievement of overall wage restraint. A 
union representing employees in a number of industries will understandably seek to 
extend gains made in one· industry to others in which it has members; furthermore, 
changes to one award which upset established relativities in a multi-award and 
multi-union workplace are likely to lead to pressures for changes to other awards 
to restore established relativities, regardless of their appropriateness in the different 
situations. The structure of unions and awards can therefore be an important source 
of wage flow-on pressures and constitutes a substantial barrier to the development 
of more flexible wages policies. 
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The Structural Efficiency Principle provides scope for dealing directly with some 
of these issues. The Principle includes a. reference to 'updating and/or rationalising 

i i the list of respondents to awards', and the Commission, in both its May and August 
'O j 1989 Decisions, specifically directed attention to the need for consideration of such I I 
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• deregulation of retail banking has introduced near-commercial rates of return 
for household savings (and households in aggregate have more savings than 
borrowings); and 

• deregulation has improved the relative availability of finance for non-housing 
investments (although in other ways housing is still a favoured form of 
investment). 

Financial deregulation has also had implications for the conduct of monetary 
policy. In particular, monetary aggregates have become unreliable guides for the 
formulation or assessment of the stance of monetary policy. In this situation, current 
and prospective developments in a broad range of financial and economic indicators 
bearing upon demand, activity, inflation and the current account have come to be 
monitored and assessed in the ongoing conduct of monetary policy. 

Moreover, whereas monetary policy was previously implemented through con­
trols on interest rates, reserve asset ratios and guidance on the amount and direction 
of bank lending, in the contemporary environment implementation is primarily 
through the Reserve Bank's operations in money markets. These operations influ­
ence short-term professional interest rates which, along with expectations of future 
economic conditions and policy, also influence (with a lag) longer-term and retail 
interest rates. This process was clearly evidenced in the tightening of monetary 
policy during 1988-89. 

Monetary policy is the most flexible macroeconomic policy instrument and it 
has been employed actively over recent years. However, the persistent strength of 
demand during 1988-89 has raised questions about its effectiveness in the deregu­
lated environment. It has been suggested, for example, that financial innovations 
may have reduced the sensitivity of expenditure decisions to interest rate increases, 
especially if the latter arc thought to be temporary; and that larger increases in 
interest rates may now be necessary to produce the same impact on demand. On 
the other hand, significant changes in interest rates arc now more readily achieved. 
Moreover, policy now affects the entire financial sector, rather than being limited 
in its initial impact to the banking sector alone. As always, of course, judging the 
degree of monetary tightening required to produce the desired degree of slowing in 
demand remains a difficult art. This is particularly so in circumstances where there 
is considerable uncertainty about the underlying strength of demand and about the 
lags involved, and where maintaining business investment and compctitivcnCM are 
also important policy objectives. 

The timing and extent of the impact of tightening in monetary policy has been 
difficult to gauge, but the slowing which is now occurring in the economy confirms 
that monetary policy remains an effective instrument in helping to curb excess 
demand pressures. That in turn will help to lower inflation and to slow imports. 

Fiscal Policy Settings 

Over time, a consistently firmer fiscal stance should facilitate lower interest 
rates, particularly as the overall stance of policy contributes to an casing in 
inflationary pressures. The substantial tightening of fiscal policy that has occurred 
over recent years is indicated in Chart 29. Panel A shows that outlays relative to 
GDP have declined by 6.3 percentage points from the peak in 1984-85, whereas 

2.56 

Chart 29: Fdcal lndicalora 
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revenue to GDP has declined by 0.7 percentage points over the same period. 
Clearly, thereforc1 it has been declines in outlays, rather than increases in revenues, 
which have been instrumental in turning the budget from deficit to substantial 
surplus. 

The turnaround in the total public sector borrowing requirement (the net PSBR) 
has been even sharper than that for Commonwealth outlays and the budget balance. 
The net PSBR has been reduced progressively frqm a peak of 6. 7 per cent of GDP 
in 1983-84 (Panel B) to the point where a surplus of 1.0 per cent was achieved in 
1988-89. 

Most of the fiscal adjustment has been in the general government sector, 
reflecting mainly the swing from budget deficit to surplus by the Commonwealth. 
Until recently, the State and local sector made relatively little contribution (Panel 
C), but in 1987-88 and 1988-89 there was a significant reduction in the net 
borrowing requirement of that sector, with a fall over the two years equivalent to 
1.4 percentage points of GDP. (Further details of public outlays, revenue and 
borrowings are contained in Budget Statement 6.) 

The prospective budget surplus in 1989-90 and the decisions taken at the April 
Premiers' Conference and Loan Council meetings will lead to a public sector net 
financial surplus of 1.2 per cent of GDP in 1989-90. 

The substantial turn-around in the net PSBR might normally have been expected 
to show up in much higher domestic net saving in total; that is, in a. significantly 
lower call on foreign saving. As discussed in Part II, however, this has not occurred, 
basically because of the increase in private net borrowing associated with the large 
lift in business and other investment. A much better balance between national 
saving and investment is expected to emerge as the excess demand of the past year 
or so is removed from the economy. 

Recently, various proposals have been advanced to boost private sector saving. 
These require careful analysis, not least because they almost invariably imply a 
certain loss of public sector savings (through, for example, reduced taxation reve­
nue) against less certain gains in private sector savings and hence in national savings 
overall. The merit of such proposals will depend on their specific nature, including 
their efficiency, fairness and practicality. 

Private saving might be expected to be boosted by higher marginal rates of 
return on saving. However, the evidence of such a response is not strong. For 
example, when the household saving ratio was particularly high in the mid-1970s, 
real after-tax interest rates were very low; its subsequent fall in the 1980s was in a 
period when real after-tax interest rates were considerably higher. Most empirical 
analysis indicates at best a modest saving response to rates of return. 

Over the medium-term, household saving rates are affected by a range of factors 
beyond rates of return, such as inflation, demographic structures, wealth, income 
distribution and the range and quality of government services generally which 
households would otherwise have to provide privately. The wide cross-country 
variations in household saving rates, and· their changes over time within countries, 
suggest that they arc the outcomes of a complex range of economic factors and 
social attitudes. In the shorter-term, their variation is largely attributable to changes 
in income and householder uncertainty about economic conditions. 
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Changing attitudes to self-provision for retirement incomes could also influence 
personal saving over the medium term. In the wake of the Government's overhaul 
of superannuation arrangements since 1983, there has been a more than five-fold 
expansion of superannuation assets (t~ over $!00 billion). !hat structur~I overhaul 
has made superannuation more accessible and more attracttvc to all sccttons of the 
community. The tax-related measures announced in the Budget will further enhance 
supcrannutiOn as a vehicle for savings. The Government has also announced a 
major change in the Australian approach to retirement i~comes in the. direction of 
greater self-provision. This is intended to strengthen attitudes favounng personal 
saving for retirement in the years ahead and to reinforce the trend away from 
reliance on the age pension. 

Conclusion 
Economic policy in recent years has been directed towards delivering a more 

productive, efficient and flexible economy over the medium-term. Macroeconomic 
policies have helped to boost profitability and stimulate investment and employment. 
These policies have been complemented by a wide range of microeconomic reforms, 
notably in financial, product and labour markets, and in. the taxation field. 

In an important respect, those policies have been too successful, creating. a 
private investment boom of a strength which the economy could not readily 
accommodate. As a result, inflationary pressures mounted and· the current account 
deficit widened again during 1988-89. While the events of the past year did not cast 
doubt on the basic approach and strategy, they did call for policy adjustments 
during the year. 

Overall macroeconomic settings were moved further toward restraint on demand 
while the Accord process was again deployed to continue wage restraint and labour 
market reform. With the gap widening between domestic spending and production, 
a heightened premium was placed on microeconomic change to lift the econo~(s 
productive potential, and further progress ?n that fron~ occurred: The broad poltc1es 
now in place arc intended to work steadily to restram domestic demand'. and ~c­
establish downward trends in inflation and the current account deficit, whtlc 
sustaining reasonable growth. in output and employment. Progress towards these 
goals is unlikely to be rapid but is expected to resume during the course of the year 

ahead. 
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PART IV: THE ECONOMIC OUTLOOK 

Output and trade of the OECD countries are expccted to continue to expand 
in 1989 and 1990, albeit more slowly than in 1988 .. This slowing is likely also to 
affect the fast-growing Asian region, bµt trade and output there arc forecast" to 
continue to grow substantially faster than in the industrial countries. Earlier ·con­
cerns that a widespread lift in inflationary expectations could bring \he fong period 
of sustained economic growth to an end in the near future have receded. Monetary 
policy was tightened in major countries during the past twelve months and infla­
tionary pressures seem likely to be contained: 

Other significant risks to continued global expansion stem from the recent 
slowing in the adjustment of the large external balances of the major countries and 
from continuing difficulties faced by heavily indebted developing countries. How­
ever, provided domestic economic policies fostering the necessary adjustments arc 
continued-and arc supported by appropriate international cooperation-financial 
markets seem likely to continue. to-accommodate, in an orderly fashion, the gradual 
correction of these imbalances. 

Overall, the prospects for continued, albeit more moderate, expansion of the 
world economy in the short run appear sound. This-will. be conducive to a generally 
good Australian export performance, although some commodity producers ardikcly 
to face less buoyant market conditions than they have of late. 

On the domestic side, given the healthy state of a number of economic funda­
mentals, the momentum of economic expansion and the inevitable lags in responses 
to the tightening of policies during 1988-89, it has taken some time for signs of 
slowing in demand to appear. Growth in demand' is, however, forecast to e\l"c 
significantly during the course of 1989-90, especially in the dwelling and non­
residcntiar investment sectors. Other components of private spending arc unlikely 
to slow as markedly. Household income growth is projected to remain fairly strong 
and buoyant profitability should be sustained. While lower demand growth can be 
expected to have its main impact on imports, output and employment wiU probably 
grow more slowly than in 1988-89; especially over the course of the year. 

With the economy slowing during 1989-90, through-the-year rather than year­
average changes will provide the more meaningful guide to emerging trends for 
many aggregates. This is true, for example, of inflation and the current account 
deficit. The latter, in particular, may show little improvement in year-average terms 
(relative to GDP) while narrowing progressively over the course of this financial 
year and into the next. 

The Forecasting Framework and Assumptions 

The forecasts in this Statement arc based on a set of assumptions covering 
largely exogenous factors. There is always a degree of uncertainty attaching to these 
assumptions. The forecasts also build upon the latest economic statistics, many of 
which (as noted in Part I) arc preliminary in nature and subject to significant 
revision. For these and other reasons, the focus of attention should be on the 
overall picture provided by the following assessment, and 'on broad trends rather 
than precise numbers. 
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Chart 30: Co.mparison of Budget Forecasts and Outcomcs (a) 

Panel A: Gross Domestic Product (constant prices) 
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Chart 30: Comparison of Budget Forecasts and Out£omes (continued) 

Panel D: Employment (labour force survey buit) 
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Chart 30 presents summary measures of past budget forecasts and outcomes and 
provides some indication of the typical order of magnitude of the divergences 
involved. The outcomes are those firsl published for the relevant financial year; 
wilh the exception of the CPI, these outcomes are usually revised. 

The standard technical assumption of an unchanged TWI exchange rate over 
the forecast period has been substantially invalidated on some occasions (cg in the 
mid-1980s). Nevertheless, Chart 30 suggests that the major elements of the budget 
forecasts have usually provided a reasonably accurate indication of the overall 
direction of the economy. In recent years, there has been a tendency to under­
estimate both inflation and employment. GNE and the current account deficit-the 
latter being the outcome of a wide range of domestic and international influences­
have sometimes deviated significantly from budget forecasts. 
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The magnitude of the deviations last year in domestic demand, inflation and the 
current account stand out in an historical perspective. As discussed in Part I, these 
deviations were of course closely interrelated: The' underprediction of domestic 
demand in 1988-89 was largely responsible for the unanticipated severity of the fall 
in net exports and deterioration in the current account deficit relative to GDP 
(despite the greater than expected improvement in the terms of trade). The strength 
of domestic demand also contributed to the inflation outcome being less favourable 
than forecast. 

The forecasts for the year ahead have been formulated on the basis of the fiscal 
policy stance outlined in the 1989-90 Budget and the following major assumptions: 

• growth in real GNP of Australia's major OECD and Asian trading partners 
easing from around 5 per cent in 1988-89 to 4t per cent in l 989-90; 

• price inflation in Australia's major trading partners remaining relatively steady 
at about 4t per cent in 1989-90; 

• the volume of world trade expanding by around 7 per cent in 1989-90, 
compared with 8 per cent in 1988-89; 

• overseas nominal interest rates remaining around current levels in 1989-90; 

• Australian monetary policy remaining sufficiently tight to contribute to a 
slowing in demand and an. improving outlook for the current. account deficit 
during 1989-90 and beyond; 

• the standard technical assumption of no change during 1989-90 in the exchange 
rate from the recent TWI level of around 58; 

• on the basis of the recent National Wage Case Decision: 
- wage increases related to award restructuring agreements payable in two 

instalments (of $10-15· or 3' per cent, whichever is the higher) not less than 
six months apart; 

- adjustments to minimum award rates spread over not less than four six­
monthly instalments beginning no earlier than l January 1990 and also 
related to award restructuring; 

- continuing access to award-based superannuation benefits; and 
• normal seasonal conditions for rural production for the remainder of 1989-90. 

Financial Conditions and Budget Funding 
The Government has indicated that firm monetary policy settings wilt be 

maintained until there are clear signs of a slowing in domestic demand sufficient to 
re-establish downward trends in inflation and. the current account deficit. 

As discussed in more detail in Statement 5, the Commonwealth will again retire 
overseas and domestic debt, resulting in a further large reduction in the Common­
wealth budget sector's overall stock of debt outstanding relative to GDP. There is 
also likely to be some decline in the stock of Treasury Notes on issue. It is estimated 
that the ratio of Commonwealth Government debt to GDP will fall to around 13 
per cent by end-June 1990, compared with 17 per 'cent at end-June 1989, and 
nearly 27 per cent at end-June 1986. 
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The Commonwealth docs not plan to undertake any Treasury Bond tenders 
over the remainder of this financial year and will commence a program of 'reverse 
bond tenders' in the December quarter to supplement existing market arrangements 
for buying back bonds. As in past years, cash base growth and the Government's 
foreign currency requirements will be met by Reserve Bank market operations. 

Demand and Output 

Forecasts of demand and output in real terms in 1989-90 arc summarised in 
Table 8, with forecasts of other selected measures shown in Table 9. As noted 
above, those year-average forecasts mask a considerable slowing in major demand 
aggregates during the year. There arc, inevitably, some uncertainties about the 
timing of the slowdown, and small variations in timing could have significant effects 
on the year-average forecasts for 1989-90 without necessarily implying a significantly 
different trajectory once the turning point has been reached. 

Real household disposable income growth is forecast to be slightly higher than 
in 1988-89, with slower growth in employment and unincorporated enterprise 
income expected to offset partially the effects of the income tax cuts. Continuing 
tight financial conditions are likely to moderate the growth in private final con­
sumption expenditure during the course of 1989-90 and contribute to a rise in the 
household saving ratio. In year-average terms, consumption is forecast to grow at 
about the same rate as in 1988-89. 

Private dwelling investment is expected to decline during 1989-90 in response 
to the tightening in monetary conditions and increases in house construction costs 
and land prices during the past year or so. It is forecast to weaken more sharply 
than any other component of demand. 

Despite a high level of work in the pipeline, an absolute decline in non­
residential construction is also likely as the year unfolds (although not in year­
average terms}. Factory and tourist facility construction is expected to continue to 
grow, but surplus office space appears to be developing. in several centres. With 
property values already falling absolutely in some centres, there could well be 
further downward correction in this area of demand in the face of sustained high 
real interest rates. The outlook for plant and equipment investment remains more 
buoyant, with profits in many sectors likely to continue at high levels. However, 
the prospect of slower growth in sales, higher import prices (stemming in part from 
the recent $A depreciation) and higher funding costs should result in plant and 
equipment investment growing less rapidly in the period ahead than it has in the 
recent past. 

Public final demand is forecast to increase faster in 1989-90 than in the 
preceding year, largely because of a strong increase in Commonwealth public 
enterprise investment (particularly in civil aircraft and telecommunications) and 
smaller declines in State and local investment expenditures than have occurred in 
recent years. Excluding the impact of civil aircraft imports and the mismatch 
between deliveries and payments for defence equipment, public sector final demand 
is forecast to rise at about the same rate in 1989-90 as in 1988-89. 
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Table 8: Forecasts of Demand and Output (average 1984-85 prices) (a) 

Private final consumption expenditure 
Gross fixed capilal expenditurc­

Dwcllings .••.. 
Non-dwelling construction 
Plant and equipment 
Business investment, .. 

Private final domestic demand 
Public final domestic demand 
Total final domestic demand 
Increase in stocks (b)-

Privatc non-farm . , 
Farm and public authority 

Gross national expenditure 
Exports of goods and services 
Imports of goods and services 
Net exports (b) .• 
Gross domestic product 

Comprising­
Non·farm product 
Farm product • 

Memorandum Items: 
Public final demand 

(payments basis, excluding civil aircraft} • 
Gross national expenditure 

(excluding civil aircraft) 
Net exports 

(excluding civil aircraft) (b) • 

1987-88 
Actual 

3.4 

11.5 
24.2 
I0.8 
15.0 
5.9 

-1.5 
4.0 

0.5 
-0.1 

4.9 
6.8 
9.9 

-0.5 
4.3 

4.8 
-6.2 

-I.I 

5.3 

-0.9 

(a) Unless otherwise stated, figures arc percentage changes on the preceding year. 
(b) Percentage points contribution to change in GDP. 

Table 9: Forecasts of Other Selected Economic Measures (a} 

Average earnings 
(national accounts· basis) 

Consumer price index . • . . . 
Gross non-farm product del1ator . 
Non-farm real' unit labour costs (b) . • 
Employment (labour force survey basis) • 
Unemployment rate (per cent) . . . . 
Participation rate (per cent) • • . 
Real household disposable income • . 
Household saving ratio (per cent) (c) 
Terms of trade • • • • 
Current account deficit-

$' billion •••.•.... 
Percentage of GDP , • . . . . 

1987-88 
Actual 

6.6 
7.3 
7.4 

-3.1 
3.0 
7.8 

62.2 
3.6 
6.7 
9.1 

11.8 
4.0 

(a) Unless otherwise indicated, figures arc percentage changes on preceding year. 
(b) As defined in footnote (/) of Table 5. 
(e) Ratio of household saving to household disposable income. 
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1988-89 
Actual 

3.7 

24.2 
8.2 

19.3 
15.5 
7.0 
2.4 
5.9 

0.8 
0.4 
7.7 
1.0 

25.S 
-4.4 

3.3 

3.3 
3.1 

2.0 

7.4 

-4.1 

\9tu!-89 
Actual 

7.0 
7.4 
9.3 

-3.1 
4.1 
6.6 

62.6 
3.S 
6.6 

15.6 

17.4 
5.2 

1989-90 
Forecast 

31 

-8 
4 

61 
6 
3 

31 
3 

-I 

2 
71 
3 
I 

21 

21 
21 

l9&9-90 
Forecast 

7 
71 
61 
I 

21 
61 
63 

4 
71 

-JI 

181 
5 



As outlined in Part I, private non-farm stocks increased rapidly during 1988-89, 
in line with the strength of domestic demand. The tightness in financial conditions 
and the forecast easing of demand in 1989-90 arc expected to induce some disin­
vestment in stocks, consistent with the trend decline in the stocks/sales ratio, 
reflecting ongoing improvements in inventory management. Farm stocks are unlikely 
to contribute significantly to GDP growth in 1989-90. 

The easing in private consumption growth during the course of the year,. together 
with the expected downturn in dwelling construction and business investment and 
destocking, is likely to generate a considerable slowing in the growth in private final 
demand and gross national expenditure in 1989-90, with both falling in absolute 
terms as the year progresses. This downturn in domestfo demand is forecast to be 
partly offset by a lift in net export performance, but gross domestic product is 
expected to increase more slowly than in 1988-89, wilh growth moderating during 
the year. 

Balance of Payments 

Rural exports will benefit from higher production and are forecast to increase 
moderately in 1989-90 following falls in the two preceding years. The strongest 
increases are expected to occur in exports of meats, cereals and sugar. Non-rural 
exports arc forecast to increase by around JO per cent, with a large contribution 
coming from the commencement of natural gas exports from the North West Shelf. 
Gold and coal arc also likely to be significant contributors, while iron and steel and 
other manufactured exports are expected to recover strongly (as slower domestic 
demand growth frees output for export markets). The very strong growth in tourism 
earnings in recent years, however, is not expected to be sustained in 1989-90. 
Overall, the volume of exports of goods and services is forecast to grow substan­
tially in 1989-90, in contrast to the modest rise in 1988-89. 

At the same time, growth in the volume of imports of goods and services is 
forecast to slow markedly after the exceptional increase in 1988-89. The sharp 
deceleration of demand· and the easing of domestic capacity constraints arc reflected 
in a forecast increase in endogenous imports of 3 per cent, Exogenous imports are 
expected to be little changed in l 9g9.90, An expected concentration of civil aircraft 
imports in the first half of the year, together with the slowing in domestic demand 
during the year, is likely to produce falls in the volume of merchandise imports 
during 1989-90-as occurred in the demand slowdown phases earlier in the decade 
(see Chart 25 in Part II). Consistent with decelerating import shipments, the rate 
of growth of freight payments should ease, and other services imports are expected 
to increase much more slowly than last year. 

The depreciation of the SA in the latter part of 1988-89 should result in some 
increases in import and export prices. The exchange rate effect on export prices is 
expected to be offset to some extent by lower world commodity prices. A modera­
tion in the growth of world demand for raw material inputs to industrial production, 
and higher world output of many commodities following favourable prices over the 
past few years, are likely to result in an easing of commodity prices over the course 
of 1989-90. Metals prices are expected to ease most. The terms of trade arc 
expected to decline by some 3! per cent in year-average terms with the decline 
over the course of the year being somewhat higher. 
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With the net income deficit. expected to increase again, these forecasts imply an 
overall current account deficit in 1989-90 of some $18! billion, equivalent to about 
5 per cent of GDP. By the second half of the y"."r, the deficit is exl?°"t~d .to be at 
a significantly lower level, reflecting the pick-up m exports and slowing m imports. 

Prices and Incomes 

Average weekly earnings (survey basis) are ~orecast to rise by aro~nd 
6! per cent in 1989-90, compared with 6.8 per cent m 1988-89. Average earnings 
(national accounts basis) arc forecast to increase slightly faster-by around 7 per 
cent in 1989-90-largely as a result of the further spread of award-based occ~pa­
tional superannuation benefits. This compares with 7.0 per cent in tho previous 
year. 

The recent exchange rate depreciation will tend to lift prices, but that influence 
is forecast to· be more than offset by the progressive easing of demand and 
continuing wage moderation in 1989-90. The increase in the CPI is forecast to ease 
to around 7 per cent over the year to the June quarter 1990, compared with 7.6 
per cent during 1988-89. For the year as a whole the increase is put at 7! per cent, 
essentially unchanged. As in 1988-89, the CPI is expected to increase by more than 
the private consumption deflator in 1989-90, mainly due to the continuing large 
contribution from mortgage interest charges. 

The small adverse movement in the terms of trade forecast for 1989-90 follows 
strong increases in the previous two years. Consequently, increases in the implicit 
pric• deflators for gross non-farm product and total GDP are expected to be much 
lower in 1989-90 than in 1988-89. 

With the slowing in the rate of growth of the implicit price deflator for gr~ 
non-farm product, real unit labour costs in the non-farm ~tor are forecast .to nsc 
moderately-by around 1 per cent in 1989-90 followmg a sharp declme of 
3.1 per cent in 1988-89. The rise in real unit labour costs, together with the general 
slowing of the economy, is forecast to produce a slight decline in the corporate 
profit share from its recent high levels. 

Labour Market 

The easing in demand and product growth is expected to be reflected in slower 
employment growth in 1989-90, though. from a very high rate ?f increase and w.ith 
the usual Jags. The participation rate IS not expected to declmc markedly durmg 
the course of 1989-90, and the year-average unemployment rate is forecast at 
around 6l per cent. 

Conclusion 

Those forces responsible for the strength of de?'and, imports an~ inflation in 
1988-89 arc expected to moderate considerably dunng 1989-90. Sustamed firmness 
of macro-economic policy, of which the 1989-90 Budget is an important eleme~t, 
will have an increasingly apparent effect. The wage/tax/transfer pa~kage w~ll 
reinforce other instruments of policy by minimising the risk of a sharp mer~ ~n 
nominal wages such as has characterised past periods of strong expansion m 
Australia. 
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These are conditions which should lead to a rebalancing in the economy while 
avoiding the risks of a recession. A considerable easing of domestic demand pressures 
and the re-emergence of a stronger net export performance during the course of 
the year are envisaged. By the end of 1989-90, trend declines in inllation and the 
current account deficit are expected to be clearly evident. 

Although production and employment should not slow nearly as much as 
demand, the rebalancing of demand and supplies is likely to see slower growth in 
1989-90 than is acceptable over the longer run. This underlines the need to continue 
to pursue the medium-term structural adjustment already underway to further 
improve efficiency, competitiveness and hence productive p<itential. 
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STYLE CONVENTIONS 

The following style conventions are employed in this Statement in addition to 
those noted on page 2 of this Budget Paper: 

• References in the text to allocations or estimates refer to the 1989-90 finanical 
year unless otherwise stated. Similarily, references to changes in such amounts 
refer to comparisons with the 1988-89 outcome unless otherwise stated. Ref­
erences to the "Forward years" arc to the years 1990-91 to 1992-93. 

• The following abbreviations arc used for States and Territories: NSW (New 
South Wales), Vic (Victoria), Qld (Queensland), WA (Western Australia), 
SA (South Australia), Tas (Tasmania), NT (Northern Territory), ACT (Aus­
tralian Capital Territory). 

• "States" includes the NT; "the six States" excludes the NT; "States and 
Territories" includes the NT and the ACT but unless otherwise stated excludes 
other Territories; "States and all Territories" has its natural meaning. 

• Amounts shown for current or future years should be taken as estimates 
(whether or not so described) unless that is clearly not intended. 

• Money amounts not expressed in full arc rounded to the nearest $0. lm. 

• All time periods arc inclusive of the opening and/or closing dates or. periods 
given (cg "the three years to 1989-90" comprises 1987-88, 1988-89 and 1989-
90). 

• Real growth in outlays, unless otherwise stated, has been measured by refer­
ence to the non-farm GDP dcftator. 

• Functional and sub-functional tables (except for those functions which exclude 
salaries and the Defence function) do not include for the Budget and forward 
years amounts for wage increases expected to take place after the Budget in 
that year. An allowance for such increases is included in Function 9C. 
Contingency Reserve. 

• The sign of the percentage change reflect~ the result of the calculation, not 
the effect on the aggregate concerned. Therefore, the sign on the percentage 
change for an aggregate moving from -ve to +vc will be -ve. 
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PART I: OVERVIEW 

1. HIGHLIGHTS OF THE 1989-90 BUDGET 

TABLE 1: SUMMARY OF OUTLAYS 
1988-89 :1989:91h990-91 1991-92 1992-93 

Actual :· ·aua~·,~·Estlmate Estimate Estimate 

OUdayt excluding a...t Nie• Sm 82666 .>&7s;!\:t. 93961 97880 101495 

t~:· :.· .. · ... · .. ·:·· 
RMI growth OY1r precec:Ung year 'Mo -5.• ·:11lf t.• -0.3 -0.8 

, .... ~· 

Outl•YI ••proportion of GDP 'Mo 24.8: ,, 4.f:if: 
23.8 22.1 22.0 

AIMtNIH Sm -538 ; .. ~12ixi'i -800 

TOTAL Sm 82128 ·~~f 93161 97880 101495 

... 
AHi growth over preceding year 'Mo -4.8 

.. ~.~;' 1.8 0.5 -0.8 

.. 
Outlays at proportion of GDP 'Mo 24.5 < ,D..t 23.4 22.1 22.0 

• In 1989-90: 
- outlays are expected to increase by 5.6% in nominal terms, 

a decrease in real terms of 0.6%. 
- this is the fourth successive year in which outlays will decline 

in real terms, an, outcome not acbiend over the last 35 
years. 

- real outlays are forecast to be 8.2 % below the peak level 
attained in 1985-86. 

- outlays are also expected to decrease from 24.5% of GDP 
in 1988-89 to 23.7% of GDP in 1989-90. 

- the major sources of growth in outlays are increases in the 
Social Security and Welfare, Health and Education func­
tions; declines are expected in most other functions. 

• Decisions taken by the Government in framing the Budget have 
increased 1989-90 outlays by a net $223m. New policy costing 
$1621m bas been very substantially offset by savings of $1399m, 
including $100m from a new program of asset sales. 
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• The net effect of these decisions in 1990-91 is estimated at a 
decrease of $305m, including $800m from asset sales, 

• Over the three years of the forward estimates period: 
- 1990-91 shows a real increase of 1.8% with growth declining 

sharply thereafter, producing an overall real increase over 
the period of 1.5%. 
the downwards trend in outlays as a proportion of GDP is 
projected to continue, falling to 22% in 1992-93 the lowest 
since 1964-65. ' 

major sources of growth in outlays over the three years are 
Health, Social Security and Welfare, and Defence; partly 
offset by declines in Economic Services and Public Debt 
Interest. 

• Excluding the impact of asset sales, real outlays are expected 
to increase by 0.1 % in 1989-90 and 1.3% in 1990-91 before 
declining by a total of 1.1 % to 1992-93. 
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2. RECONCILIATION OF BUDGET AND FORWARD ESTIMATES 
FOR 1989-90 

The Budget process for the last several years, has been based upon rolling 
forward estimates compiled by the Department of Finance in consultation with 
other departments, and published following the Budget each year. The estimates do 
not include any provision for new programs, or for expansion of existing programs 
that have not already been previously agreed by the Government. However, the 
estimates do include a bulk allowance for slippage or drift in the cost of existing 
policy (sec 9C. Contingency Reserve). 

The forward estimates thus represent a benchmark against which the effects of 
Government decisions and changes in parameter assumptions can be measured. 

The starting point for the 1989-90 Budget process was the forward estimates 
published in November 1988 for the years 1989-90 to 1991-92. The forward 
estimates reflected the minimum cost o[ maintaining on-going government policy, 
on the basis of then prevailing economic and other parameter assumptions. 

The November 1988 estimates were updated in January, May and July 1989 to 
reflect revised assumptions following release of the latest national accounts or other 
economic data. They have also been progressively updated to incorporate the effects 
of Government policy decisions. 

Table 2: "Reconciliation of Forward and Budget Estimates of Commonwealth 
Outlays 1989-90" summarises these changes by function. 

Since the forward estimates were published, the estimates for 1989-90 outlays 
have increased by $1858m in nominal terms. Policy decisions have contributed a 
net $223m of this increase, and parameter and, other variations a net $1636m. 

At the time of the forward estimates, real outlays were expected to decrease by 
0. 7% in 1989-90. The Budget estimate is for a decrease of 0.6%. This revised forecast 
outcome reflects the net impact of revised parameters and policy decisions. 

Policy decisions 

The effects on the 1989-90 Budget of major budget outlays decisions taken by the 
Government since the publication of the Forward Estimates arc set out in Table 3: 
"Summary of Measures by Function" at the end of this section. The table also 
shows the effects of decisions in 1990-91. Full-year effects of such decisions would 
generally be approximated by the 1990-91 figures. Detailed figuring for each 
measure has been factored into the forward estimates for the appropriate program. 

The published forward estimates in Table 2 have been adjusted to reflect classifi­
cation changes adopted in, this Budget which affect total outlays (excluding the 
inclusion within other functions of property expenses previously included in the BE. 
Administrative Services function). Details arc provided in Statement 7 Coverage 
and Classification of Information in the Budget Statements. 
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Major measures increasing outlays include the Family Package ($SS4m in 
1989-90), and' the bringing forward of indexation increases in pensions and benefits 
($!2Sm)-both of which were announced in the Economic Statement, April 1989; 
reforms to the waterfront and coastal shipping ($5Sm); and policy reviews of 
government support, for science (S39m), sport ($16m), youth ($24m) and the 
environment ($36m); and rent assistance and pension increases ($96m). Savings 
include reductions in assistance to, the States (-$550m); changes in the definition 
and application of eligibility criteria for a range of pensions and benefits (-$253m); 
reduced planning guidance for Defence outlays (-$73m); changed arrangements 
for the Pharmaceutical Benefits Scheme (-$43m); and a modified pathology 
services table (-$4Sm). Some of these measures have also previously been an­
nounced, either in the Economic Statement, April 1989, or in other policy state­
ments. 

Total reductions in outlays for forward estimates are slightly fower than those 
announced in last year's Budget and are considerably lower than corresponding 
reductions associated with the 1987 and 1986 Budgets. This reftects, the sustained 
fiscal restraint since 1986 which has reduced the level of the base forward estimates. 
Combined with the discipline inherent in the tighter linkage of the forward and 
Budget estimates, this restraint has significantly reduced the need for annual reduc­
tions in the forward estimates and the scope for doing so without compromising the 
Government's existing priority program areas. 

Paramtter and othtr variations 
Parameter and other revisions to the estimates resulted in a net increase over 

the forward estimates of $1636m. This increase included Sl789m for economic 
parameters. These were partially offset by a net $20m in downward revisions to 
some program specific parameters (cg production estimates and the numbers and 
characteristics of pensioners and beneficiaries). 

Other variations totalled -$133m including the absorption of the $450m that 
had been included in the published forward estimates for upward revisions or 
("drift") in the cost of existing policy. 

The major parameter changes between the forward and Budget estimates are as 

follows: 
• forecasts of domestic price indices have increased since the forward estimates 

by 3! percentage points for the CPI (to 7i%) and by 2% for the implicit price 
deftator for non-farm GDP (to 6!%). Forecast average weekly earnings have 
also increased somewhat since the forward estimates. Taken together, these 
higher forecasts have increased outlays by around $I 740m, mainly in the areas 
of indexed pensions and benefits and grants to other governments. 

• the average number of unemployment beneficiaries is now estimated to be 
413,000, a net reduction of 37,000 in 1989-90 on the assumption incorporated 
in the forward estimates. This reduction is primarily the result of higher 
economic activity. This has decreased expected outlays by some $16Sm. 

• $142m has been added to Public Debt Interest by higher domestic interest 
rates and a lower exchange rate, partially offset by the effects of the higher 
than anticipated budget surplus. Higher domestic interest rates have added 
around $30m to other programs. 
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• the exchange rate assumption in the Budget of 58 on a Trade Weighted Index 
basis is 2 points lower than assumed in the forward estimates. This is estimated 
to lead to a direct increase in outlays other than public debt interest of 
approximately $40m. 

• revisions to take-up rates for pensions and benefits (excluding unemployment 
benefits) are expected to result in a net increase of $67m to outlays over the 
forward estimates. The major revisions have occurred in Sickness' Benefits and 
Sole Parent Pensions with some offset in AUSTUDY. 

Some of the above increases in outlays since the forward estimates have been 
offset by lower disbursements of revenues from primary industry levies (-Sll8m) 
resulting from lower revised production estimates . 

Effect of Rea/location Between Functions 

The 1989-90 estimates are also affected by reallocation of funds between de­
partments as a result. of Administrative Services commercialisation and introduction 
of Comcare premiums-both of these changes affected outlays for individual func­
tions but were budget neutral in their overall effect. 
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TABLE 3: SUMMARY OF MAJOR MEASURES BY FUNCTION 

#Indicates measure announced in the April Statement 

Function and description or measure 

I. DEFENCE 
Decrease 

• Reduction in real growth in Defence outlays to 0% in 1989-90# 
Increases 

• Assistance to PNG fortes . 
• Restore DFRDB pension base# • . • . . • • • . 

2. EDUCATION 
Deer= 

• Reduction in Higher Education Early Retirement Fund , 
Increases 

• Aboriginal education policy , . . • , . , 
• Additional funding for migrant education • . 
• Asian studies teacher training • • • • . . 
•International Literacy Year, ••.••. 
• National Agenda for a Multicultural Australia 

- School ESL (new arrivals) . . . . . 
- Workplace English , • • . . • . • 
- ESL TV series , , • • , , , . • • . , 
- Additional monies for Aboriginal Languages • . , 

• Revised arrangements for assistance to overseas students 
• Science and Technology Statement 

- Commonwealth postgraduate awards . . . • • 
- Higher education research infrastructure , , • • . . 

• Youth Strategy 
- Projects for students at risk of leaving before completion of second· 

ary school .••.•••.•.••...•... 
- Improved income support provisions for 16·17' year old homeless 

and independent/away from home students . , . • • . • • 

3. HEALTH 
0cc ...... 

• Pharmaceutical Benefits Scheme 
- Changed General Patient Contribution . 
- Allowance for Phannacists' Remuneration 
- Transfer to HJC , • , • • • • • . 
- Reduce drug hoarding by safety net users 
- Audit of Repeat Scripts • . . • • . 
- Reduce Nursing Home PBS • . • • • 

• Changes to health insurance arrangements , • 
• Introduce a modified pathology services table# • • . . 
• Reduce rate of growth in HACC to 15% a year • • , • 
• Reductions in special assistance grants to private hospitals • , • 
• Reductions in special services, capital and nursing home benefits • 

Increases 
• Assistance for n-POW's-Japan • . . . . • • 
• Capital funding for Repatriation institutions . . • • . 
• Meuures to improve health care for Veterans . • • . . 
• Women's health strategy • . .. . . . • . • . • . 
• Health Information Research. • • . • • . . • , . • . • • 
• Commonwealth contribution to the cost of asbestos removal in Canberra 

residences •.•..• , , .. , 
• National Agenda for a Multicultural Australia 

- Information strategy • . . . . . • . • • . . • . . 
- Ethnic health users data . . . . . . • • . . . • . 
- HACC SUJ\ley • • • • • • • • • • • • • • • • 

•National HIV/AIDS strates.v .•...•.••..•.. 
• Schedule Fee revision including revised remuneration arrangements for 

GP, ............. . 
• Science and Te<::hnology Statement 

- Medical training, equipment and research 
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Estimated Effect 
on Outlays 

1989·90 199().91 

Sm Sm 

-72.9 .:.39.4 

8.0 

4.7 7.6 

-5.0 

6.4 IS.4 
5.4 I0.8 
0.5 1.0 
1.6 1.5 

1.4 3.4 
0.4 0.6 
1.2 

o.s 
21.7 30.0 

2.9 10.8 
12.9 33.5 

2.0 3.5 

1.9 3,8 

-10.0 -35.0 
-23.0 -70.0 
-1.S -3.0 
-5.S -6.0 
-1.5 -5.0 
-1.0 -3.0 
-1.0 -1.0 

-45.0 -47.0 
-4.0 -7.8 
-1.5 -1.S 
-5.4 -7.4 

0.7 1.4 
4.5 S.8 
2.0 1.7 
2.2 5.0 
0.5 

5.2 10.5 

0.5 0.5 
0.1 0.1 

0.1 
6.7 13.5 

35.0 37.0 

5.2 9.1 



#Indicates measure announced in the April Statement 

Function and description or measure 

3. HEALTH (continued} 
• Construction or blood fractionation plant at Broadmcadows 
• Youth Strategy 

- Provision or innovative health services for young people . 
• Multipurpese raci!ities in rural areas , , . • . . . • • 

4. SOCIAL SECURITY AND WELFARE 
D<or= 

• Recover double payment or child and education payments . 
• Abo\ish payments ror chitdren under 16 wotking full time# . • • . 
• Automatic overnight checking or applications for pensions and benefits# 
• Lcgis\ative prescription of de facto rc\at'iomhipa for sole parent pensioners# 
• Revised review arrangements for sole: parent pensioners# • • . . . 
• Verification of income details for pensioners and bcneticiaries# • . • 
• Rc:vic:w of overseas born Austrahan pension recipients to detect non­

disclosure of overseas pension income# • . • • . . • • • • 
• Improved arrangements for unemployment benefit reviews . • • • , 
• Deferment of unemployment and sickness benefit for annual leave pay-

ments on termination of employment# • • • . • . • • • • 
• Strengthening the unemployment benefit work test# , • • . . • , 
• Tighter treatment of bcneficiarlC$ moving locations . . • • . . , 
• Mandatory provision of tax file number by unemployment and sickness 

beneficiaries •.••...•...•• · • • · · • 
• Defer capital subvention to Aboriginal and Torres Strait Islander Com· 

mission Development Corporation , , • . • • . , • • • • 
• Improved administration of compensation and debt recovery arrange-

ments .............. . 
• FAS incom~ test changes.-eir..tend notification • • . • 
• Review of family allowance recipients , • • . , • 
• Reassess family allowance on increase of income . . • 
• Reduce rate of growth in HACC to I 5% a year . • , 
• Sickness benefit mobile review teams • . • , • • . 
• Sickness benefit reviews and age limit on invalid pensions 

Increases 
• Aboriginal service delivery schemes package • . , • • • , , , 
• Aboriginal Torres Strait Islanders Commission establishment and opera~ 

\ion CO'i\S, , , , • , , , •• , •••••••• , 

• Increase pension rates over and above indexation ($2 per week single; 
S3.30manit:d) . , ........••..•••• 

• Bringing forward indexation increases of pensions and benefits# , , • 
• Upgrade provision of advice on financial matters to pensioners • • • 
• Chil~ ~re including indexation of fee relief means test thresholds and 

ce1lmgs • , ••.•• , .•.• , , 
• Family package# , • , . . . , • , • . . , • • 
• FAS income test changes-extend 25% reduction rule , • • 
• Self provision package for the aged • • • • • • • . . 
• Income support package for older unemployed . . • . , 
• Reforms to income support in bereavement . . • • . • 
• Research projects on rcfonn of assistance to disabled persons • 
• Visit by WWJ Veterans to Gallipoli . • . • . , • • • 
• Mortgage Relief funding . . . . • • , , . , . • • 
•Increased rate of rent assistance •••....•. , • 
• Growth funds for Supported Accommodation Assistance Program • • 
• Measures to protect the rights of users of Residential Aged Care. HACC 

and Oisabitities prajrarns • . • • • • . • • • • • . • 
• Liberalisation of UB income test . . . • . . . • . • • . . 
• Regional operations and rural access package for DSS • • , • • . 
• Youth Strategy 

- Adolescent mediation services and family therapy as primary 
prevention for youth homelessness . , • . . . • • • , , 

- Income support initiatives , • • , • , . , , 
- Youth a.ccommodation • . • • . • . . • . . 
- Crisis accommodation-innovative service development , 

• Family Mediation and Marriage Counselling . • • • • 
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Estimated Eft'cct 
on Outlays 

1989-90 1990-91 

Sm Sm 

5.0 

1.0 2.0 
0.4 0.8 

-2.S -2.5 
-4.0 -&O 

-14.0 
-8.0 -29.0 
-4.9 -9.8 

-10.9 -23.0 

-16.4 -23:4 
-43.l -98.4 

-51.0 -61.2 
-16.4 -16.4 
-3.6 -8.9 

-33.4 -49.8 

-10.0 

-8.5 -20.9 
-3.9 -7.8 

-15.0 -30.0 
-12.0 -27.6 
-S.4 -14.7 
-3.1 -13.1 
-2.4 -5.8 

1.3 1.9 

6.9 3.7 

52.6 314.4 
125.0 205.0 

1.9 2.1 

8.9 16.5 
554.0 680.0 

4.0 5.5 
S.4 16.6 
1.2 5.8 
3.7 7.4 
2.4 0.3 
0,8 

15.0 
43.0 92.5 
5.0 JO.O 

2.S 3.4 
7.0 

2.8 4.1 

1.0 1.5 
1.3 20 

10.0 
2.2 4.7 
1.0 I.I 

#Indicates measure announced in the April Statement 

Function and dcscriplion of measure 

5. HOUSING MID COMMUNITY AMENITIES NEC 

Dcc~oduction of \2' months residency requirement under First Home 
Owners Scheme . • . • , . • • . · • · 

Increases 
• Rehabilitation of abandoned uranfum mines in the NT . 
• Additional Maralinga rehabilitation studies . • • . 
• Estabtishmcttt of a Resource Assessment Commission 
• Environmental Package 

- Commun\ty trees • • • • • • • · · · 
- Environmental database • . • • . . • · 
- Save the bush • • . . • • . • · · • 

• Housing Costs Reduction Program and related measures 
• Funding for rental property housing twsts . . . . . 

6. CULTURE AND RECREAT10N 

~heduling of payments to Film Finance Corporation# 
• Deferral of spending on National Transmitting Facilities 

Increases 
• Assista{\C(. to spert • • • • . • • • . . . • . . · . · 
• Review of Commonwealth's role in Conservation of the National Estate 
• En'Yironmcn\a\ Package 

- Endangered species . • . • • . . • • . . 
- Crown of 'Thorns Starfish . • . • • . • . . 
- Tasmanian World Heritage Tracks • • . . . • 

• Radio Australia Transmitter • . • . . · . · • 
• Additional resources for Australian Broadcasting Tribunal 
• Film and Sound Archive preservation of nitrate film . · 
• Minor worb for National Library . • • • . · • · · · · 
• National Museum Australia accelerated cataloguing and restoration . 
• National Agtnda for 11 Mull\cutturat A.ustcalia 

- Extension of SBS services • . • . 
- Cuhura\ Heritage Institution • • . 

7. ECONOMIC SERVICES-
7A. TRANSfORT AND COMMUNICATION 

lne~nd Sydney airport land acquisition, design and road upgrading 
• Aircraft noise regulation and curfew enforcement • . . 
• Wat~ftont· and Shipping ReConns • . • . · . · • • • · 

18. INDUSTRY ASSISTANCE AND DEVELOPMENT 

~rc::uc\ion in grain hatvcslets and cuttlvation machinery and equipment 
bounties# . • , . . • • • . . . . • . . • • • . 

• Rural adjustment scheme-reduced funding . • • • · · . - • • 

lnc~ditional resources for Australian Touris,t Commission •. · · '. · · 
• Increased funding (or Australian Quarantme and Inspection Services to 

implement agricultural quarantine policy statement • • • · • · 
• Austri-dc-approvcd tending. program interest subsidy . . • • . 
• I-lousing-Supply Side Measures • . . . 
• Invest.men\ promotion . • . . • • • • 
• National Procurement Development Program 
• Metal based engineering program . • • • 
• Rural research-move to 0,5% of GVP • . 
• New arrangements for Wheat Marketing . 
• Tasmanian wheat freizht subsidy • . • • . · · · 

: ==~i: pa~~:tsto ~:::~~!~~~!~~ · OcvdtoPm~nt a~d , olhe; 
assistance • . . • • • • • 

• National Forests Accord Sccfetariat 
• National Forests Inventory • . . . • . 
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on Outlays 

1989-90 1990-91 

Sm Sm 

-2.0 -3.0 

1.0 3.0 
0.4 
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1.5 1.0 
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0.1 1.1 
0.3 
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1.5 
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-17.9 -9.9 
-2.9 -2.9 

4.1 

3.5 2A 
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3,7 6.2 
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35.2 35.2 
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0.3 0.3 
I.I 1.0 



iiJnUicatcs measure alll\ounccd in the April Staten1ent 

Function and description of mcas.ure 

78, INDUSTRY ASSISTANCE AND DEVELOPMENT (continued) 
• Environmental P01ckage 

- Energy management . • . . . . . . . 
- MOB National Resources Management Strategy 
- National Afforestation Program , . , , • . 
- ~ationa1 Soi\ Con~rvation ProStam 
- Sewerage studies . . • . . . . , 
- South-East forests Package . , . , 
- Southern Blucfin Tuna. . • • . • 
- Tropical Forests Initiatives , , • , 
- Year and Decade of Soi\ Conservation 

• Feasibility Study for Multifunctional Polis , 
• Renewal of Ships bounty, . . . 
• Science and Technology Statement 

- DPI~ rev~ew of R&D effectiveness and equipment (BMR) . 
- Marine science and technology • , • , , . . . . . 
- Au:;uatia Pfi:z.e , , , • , 
- Special projects . . , . , 

• Technology development program . 
• Vendor qualification scheme • • 
• Timor Gap Joint Authority Loan , 

JC. LABOUR AND EMPLOYMENT 
Decreases 

• Abolition of Commonwealth funded trade based pre-employment 
• Savings in JOBST ART program # , . , . . . . , . 
• Abolition of prc-vocat1onal graduate employment rebate # . 
• Labour market program savings . • • • • , • , , 

Increases 
• Establishment of National Training Board # , , , . • 
• Expansion of indumy training support program # . • , 
• Assistance to apprentices/trainees # , , , , . • • • 
• funding for new industry training , • , . . , . • • , • , . 
• Labour market programs, including assistance for older workers and the 

• Mi~ifi~~c~isian~: : : : : : : : : : : : : : : : : : 
• Workpl~ce reform-award restructuring # . , . . . . . • , , 
• Tasrnaman Forests Package-Labour Training . . • , , , , , . 
• Youth Strategy 

- Provision of joint CES/DSS interview and cascloading arrangements 
for 16-17 year old JSA recipic:nts after 12 months registration with 

- ~:~e~ Nc;,..st~f\· inic~ie.,,:,s \o ion~t· tc~ • ts:...io Yea~ oid UB 
recipients • , , ...••....... , , •• 

- Labour. market as.sislance ror disadvantaged young people • . • 
- Ex.9ans1on and enhancement of Youth Access Centre network . . 
- Publicity and information about the Government"s social justice 

strategy .• , , , , .. , . 
•Overseas qualifications .•. , , .. 
• Industrial Relations Commission , . . . 
• Reform of the OEET client services network 

70. OTHER ECONOMIC SERVICES 
Increases 

• Australia!' Securities Commission-C$\ablishment and operatioo costs. 
• Resumphon of NT Electricity Subsidy and relieving NT of electricity 

debt ...........•.•....•... 
• Rev!scd chatging arrangements and increased funding (or meteorological 

services provided to the aviation industry • , , . • • . , . • 
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Estimattd Effect 
on Outlays 

1989-90 1990.91 
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o.s 0.9 
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0.6 0.6 
1.4 1.4 
2.6 2.6 

25 
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2.8 33.0 

1.3 0.6 

#Indicates measure announced in the April Statement 

Fllnction and description of measure 

8. GENERAL PUBUC SERVICES-
8A. LEGISLATIVE SERVICES 
Increase 

• Postage entitlements for MPs • • . • . • . • • . . • . • 
8B. LAW ORDER AND PUBLIC SAFETY 
Increases 

• Additional court and lcga\ ai.d resources for Stage 2 of Child Support 
Scheme .. , ..••.• , . , , .... , •. , 

• Reimbursement to States for family law work in magistrate:; courts-
incrcascd rates . • . , . • • • • . . . • • . . • . • 

•Commonwealth Law Courts Construction Program • . . • . • , 
•Increased Judges salaries follow'tng report by members of the Remuncr~ 

ation Tribunal • • • . • • • . . . . . . . • . • . . 
• Revision of legal aid agreements with States . . • • • . • . • 
• Australian Fedcra\ Police Force Development Ptogtilm • • • . • • 
• AllltralUtn Federal Police-ADP and Overseas Liaison Officer . . . 
• ADP Facilities for Attorney-General's Department . . • • . • . 
• Continuation of Special tn..,.cst\gation Unit funding into Nazi War 

Crimes ............. • 
• National Agenda for a Multicultural Australia 

- 1..cga1 \nterprcten. ••.• , •.. 
- Law review , • • • . • . . . . 
- Other ..•..••..... 

• Extension of Coastal Surveillance Contract . • 
SC. FOREIGN AFFAIRS AND OVERSEAS AID 
Decrease 

• AlOAB-reduccd fUnding • • • • . . , 
Increases 

• Implementation of CAAtP rccommcndatiO\'\S . . . • • • • • . 
• Upgrade of diplomatic communications network and other minor new 

policy, , ••.•...•..•.. 
• 1992 Sc:vi\1c Expo . • • • . • . • • . • 
• National HIV /AIDS strategy • . • . . • • 

SD. GENERAL AND SCIENTIFIC RESEARCH NEC 
Increases 

• Antarctic rebuilding program • . . , • . . • . . . . . 
• Australian response to the Greenhouse Eff«t and Climatic Change . 
• CSlRO-rcstotation of 19SS-89 Budget reductions • • . • . • 
• May 1989 Science and Technology Statement 

- CSIRO equipment-new research 
- Other ••• 

SE. ADMINISTRATIVE SERVICES 
o..r ..... 

• Abolition of Data Ptotcction Agency . . . . • , • • • • . . 
• AORBO-Charge employers share of operating costs . . . . • . 
• Final payment under Commonwcalth-:NSW Land Exchange 

Agreement ••.•.••••.•........ 
• Property sales including Lady Davidson Hospital and Gown'e Hostel 

Increases 
• Australian Buteau of Statistics-security , . . , • • . , • . 
• Australian Taxation Office-ADP re-equipment and redevelopment , 
• Australian Construction Setvice-Computer acquisition . . . . • 
• Expansion of decentralised client services systems for DILGEA . . 
• Resources for AUSLIG for revision mapping program . • • . • 
• Commonwca\th Offices-site acquisition and cOMtruc.tion • . . • • 
• Capital injection to transport and storage group for motor vehicles for 

Senior Executive Service • . • • . • • . . . • . . • , , 
• Reform of the Transport and Storage Grou~ . . • • , . . , . 
• Extension of IRIS II to remaining migration posts • • , . . . , 
• lntplementation of CAAlP recommendations (including m:.w sclecdon 

and review systern and research resources) . . • , . • . . • • 
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Estimated Effect 
on Outlays 
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#Indicates measure announced in the April Statement 

Function and delc:ription of measure 

SE. ADMINISTRATIVE SERVICES (continued) 
• Insurance and Superannuation Commiuion-Review of administrative 

arranaements associated with the Reasonable Benefits Limits 
• National Aaenda for a Multicultural Australia 

- Administrative Review • • • • , , • • 
- Community infonnation • • , • , • • 

• Additional resources for Australia Made Campaisn 
• New Cw;toms Veael • • • • • . • , • • 

: ~:icc:'1~"::1!~~1su~ra~n~t~n ~~m~ : : 
• Resourca: for conduct or 1991 census , • • . . • • • , • • 
• Restoration of pension buc for Commonwealth. Superannuation 

Scheme# • • • . . . • , . . • .. . . . • • • , . 

9. NOT ALLOCATED TO FUNCTION-
9A. ASSISTANCE TO OTHER GOVERNMENTS NEC 
Dcawco 

• Reduction in aaistance to ACT • • • • ., . . 
• Reduction in uailtance for local aovemment . , • 
•Reduction.in aaistancc to the States# , , • • , • , 

lnc~cludc drought rrom natural disutcr relief amnaements# 

• No clawbl.ck of local aovernment rates and charges payable by Telecom 
and Awtralia Pwt • • • • • . • • . • • • . • • • , 

9B. PUBLIC DEBT INrnREST 
Dcawe 

• Improved arranacments for manaacment of Commonwealth cash 
balances • • . • • • • • • • • . • • • • • • . • • 

•·Public Debt lntcrat cff'ccts of brin&in1 forward Company Tax 
Collections • • . • • . • • . • , • • • • • 

•Public Debt lntere1t etrccts of.fomiahtly PAYE remittances 
9C. CONTINGENCY RESERVE 
Dccrwc · 

• Runnin1 costs-continuation of efficiency dividend 
90. ASSET SALES 
llcawe 

• Alltt sales prosram • • • • • . . . • . 
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3; OUTLAYS TRENDS 

Comparisons of outlays between the historical period (1979-80 and 1988-89) 
and the period, covering the Budget and forward years arc complicated by the 
treatment of proopcetive wage and salary increases. For the Budget and forward 
years, estimates of wages and salaries shown in each function arc based on the wage 
and salary rates assumed to be current at Budget time in that year. An allowance 
for, wage and salary increases determined after the Budget each year is included in 
9C. Contingency Reserve. 

In the ten yean to 1989-90 outlays increased by 23.0% in real terms. Most or 
this increase occurred in the four years from 1982-83. Since 1986-87 outlays have 
declined in real terms each year, falling ·by 0.2% in that year and 2.9% and 4.6% 
respectively in 1987-88 and 1988-89. (The 1988-89 Budget' estimate was for a real 
decline of 1.8%.) Outlays for 1989-90 arc budgeted to decline by 0.6% in real terms, 
the fourth succesaiv0creal decline, something not achieved since before 1953-54, the 
earliest date for which comparable data arc available. For the forward years, outlays 
are expected to grow by some 1.8% in real terms in 1990-91 as a result or substantial 
real growth in 1. Defence, 2., Education, 3. Htalth and 4. Social Security and 
Wt/fare. Subsequently, outlays decline by a net 0.2% in real tenns,to 1992-93. 

The ratio or Budget outlays, to GDP is also an important indicator or the scale 
or budget activity and of the resources appropriated by the budget, though it is, or 
course, sensitive to cyclical in!luences and year to year Variations in relative growth 
rates. As a proporiiiln of GDP, outlays averaged 27.6% between 1979-80 and 
1988-89. This ratio peaked at 30.0% in 1984-85, rc!lecting, among other things, the 
upward pressure exerted from 1981-82c onwards by sharply decelerating economic 
activity and steeply rising unemployment. Since 1984-85, however, there has been a 
sustained llecline in the ratio which is forecast to reach 23. 7% in 

CHART 1. OUTLAYS AS A PROPORTION OF GDP 
AND CUMULATIVE REAL GROWTH 
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CHART 2. REAL GROWTH IN OUTLAYS 
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1989-90, the lowest level recorded since 1973-74. This trend is expected to be 
maintained over the forward estimates period. The ratio is forecast to decline to 
22.0% in 1992-93, the lowest since the mid I 960's and some 8 percentage points 
lower than the 1984-85 peak. Chart I shows trends in this ratio between 1953-54 
and 1992-93, together with cumulative real growth in outlays over the same period. 
Chart 2 shows cumulative growth in real outlays between 1979-80 and 1992-93, 
together with changes in annual real growth. 

Chart 3 shows contributions to real growth between 1979-80 and 1989-90 by 
each function .. Those functions which contributed significantly to real growth over 
the period include· 4. Social Security and Welfare, 3. Health, 9B. Public Debt 
Interest and I. Defence. These areas of activity account for the majority of real 
growth in the period reflecting their large size relative to total outlays. The function 
which made a major negative contribution to growth over the period was 9A. 
Assistance to Other Governments. To an extent, this decline has been offset by an 
increase in specific purpose assistance-cg for public housing and hospitals. Other 
negative contributions came from 9D. Asset Sales and 7 A. Transport and Com­
munications. 

Over the forward years, significant real increases arc expected in. Personal 
Benefit Payments and Grants to Non-Profit Institutions, partly reflecting the 
Government's social welfare objectives. In functional terms, significant real increases 
arc budgeted for in 3. Health, 4. Social Security and Welfare and 2. Education 
resulting in real growth in 1990-91 of 1.8%. The large contribution of 9C. Contin­
gency Reserve to real growth in the forward· years reflects the inclusion of an 
allowance for "drift" in the cost of existing policies and an allowance for late 
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CHART 3. CONTRIBUTIONS TO REAL GROWTH 
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parameter changes to, the forward years which could not be factored into individual 
program estimates (as discussed, in the next paragraph). Thereafter, real reductions 
in other areas of Commonwealth outlays arc expected to result in a net real decline 
in total outlays in 1992-93, resulting in an overall real increase over the forward 
years of 1.5%. The most significant declines arc expected to occur in 98. Public 
Debt Interest and the 7. Economic Services group of functions. Relative contribu­
tions to real growth over the period arc shown in Chart 4. Further detail on outlays 
trends is provided in Section 7: Summary of Outlays and in Part II of this 
Statement-Analysis by Function. 

The dellators used to calculate real growth for total outlays in the forward years 
arc slightly higher than those used in Part II of this Statement for real growth 
calculations for individual functions. The former reflect June quarter National 
Accounts data which could not be incorporated into detailed estimates in the time 
available. Real growth rates for individual functions have, therefore, been calculated 
using deftators consistent with the price basis of these estimates. An allowance for 
the additional outlays effects of the higher dellators has been included in 9C. 
Contingency Reserve so that the aggregate outlays totals and real growth figures 
reflect the latest national accounts information. 

4, THE 1988-89 BUDGET IN REVIEW 

A detailed report on the outcome of the 1988-89 budget was released by the 
Minister for Finance with the June Statement of Commonwealth Financial Trans­
actions on 28 July 1989. Variations from the figures published in this budget stem 
from classification changes adopted for the 1989-90 budget as outlined in 
Statement 7. 

Outlays were held to within $85m, or about 0.1 %, of the budget estimate, 
representing a real decline of 4.6% compared to the original estimate of 1.8%. A 
reconciliation of the outcome against the budget estimates is set out in Table 4. 
The most significant influences adding to the outcome were post budget decisions, 
the effect of higher than expected inflation on index-linked programs, and slippage 
in implementation of budget measures. These factors were largely offset by the 
effect of reductions in the numbers of unemployment beneficiaries, higher average 
exchange rates than assumed at budget time and program undcrspcnds. 

Table 5 gives the outcome and the budget estimate for each function. Further 
information on the major variations from budget is provided under the, function 
headings in Part II of this statement. 
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TABLE 4. RECONCILIATION - OUTCOME AND BUDGET 1988-89 ($m) 

Pool-Budget Slppageof 
ParametM O.Cllione 
ChangH NiW 
(o) Polley 

1 Dtftnct 75.1 62.1 
2 Education 9.9 28.3 
3 Hullh -20.4 21.1 
4 Social S.Curlty 1.nd W•lfart -126.8 10.4 
5 Hoolfng and Community AmtnlU11 6.7 -
e Culture and Recrntlon 2.9 0.3 
7 Economlos.McH 

A. TranipOft and CommunlcaUon1 -44.7 25.0 
B. lnduttry AHl'etanc• and 0.velopm•nt -18.1 5.6 
C. Lobour and Employment -14.4 
D. Other Economic Services 0.8 90.0 

TOWE&«>omlo8-lo•• -76.4 120.6 

I General Public s.McH 

A. Leglllatiw ServfcH 1.4 2.8 
B. Law, Order •nd Public Safoty 8.9 10.9 
c. Fot.Jgn Affair• and Trad• -5.2 108.8 
D. General and Scl•nliflc ReMAlch 6.5 9.7 
E. Admlnlltlatlve Servlc11 33.3 209.6 

TOW GM«al MK/ Public s.tvlce• .U.9 341.8 

9 Noe Allocated to Function 
A. AHillanc• to Other GOYtmment• 79.4 
B. PubUc Debt lntarHt 145.0 
C. Contingency Re•rw -113.7 
D, AuttSale• 

TOW Not Allocated to Function 110.7 

TOTAL OUTLAYS 26.6 584.6 

(•) lncludH economy-wide and prqgram-.peclfic parameter•. 
(b) Include• delay and non-achitwment of budgtted mMIUfH. 
(c) Include• chanQH in non~onomlc activity lewl1, 

carryowr of running coet1 and program underepend1. 
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-1.2 -22.6 -41.9 ~ii!).1. 
-1.0 11.3 101.i 

-1.2 -40.8 -50.7 .. ~5 .. 

' ' 1$;6j 1.6 10.8 
-20.2 -0:4" 
-20.2 8H 

6.6 22.8'' 
29.6 -95.2 ... 177:3 

31.2 -118.2 ..m.1 
296.7 :~*i 

- -396.5 -;is1,5; 
-16.3 ~130.0, 

147.8 14.0. .. 16i:~ 

147.8 -102.1 '''156.4' 

-14.0 247.1 -759.7 . . s.t:i: 



3.20 

5. BASIS OF THE FORWARD ESTIMATES 

Reports on the forward estimates of budget outlays have been published since 
1983. Until 1985 they were published in Autumn, and served as a scene·setting 
document for the Budget. In 1985 two Reports were produced, one in May and 
one, after the Budget, in November. Since then the Reports have been published in 
November or December, showing the outyear implications of the policies contained 
in the Budget brought down usually in August. 

In 1988 the Budget Statements presented estimates of outlays for the first 
forward year. Forward estimates for three years have now been fully incorporated 
into this modified outlays Statement, so that a separate Forward Estimates Report 
will no longer be required. 

The forward estimates record the minimum cost of on-going government policy, 
as adjusted from time to time by the Department of Finance for the elfects of 
parameter and allow other variations, and do not include any allowance for the 
introduction of new programs or expansion of existing programs (unless already 
announced by the Government). They represent the lowest level of budget outlays 
in future years ifthe parameter assumptions underlying the estimates were realised 
and if no further policy changes were made. As such the estimates constitute a 
basis for future government decision-making: they do not in any sense represent 
policy targets. 

Forward estimates of government outlays tend to be somewhat conservative in 
their assessment of spending in later years. The overall estimates thus include an 
allowance for drift in the cost of existing policy, based on the experience of past 
years. In some cases where formal authority for a program lapses, but where the 
program is expected to continue in some form, the estimates make provision for the 
continuation of the program on the basis of existing arrangements. While these 
arrangements reduce conservative bias in the estimates, they do not eliminate it 
entirely. For example, the completion of specific capital projects, which may not be 
replaced by new commitments, leads to a decline in outlays. Decisions to undertake 
new capital projects in 1990-91 will be reported as new policy in this Statement 
with expenditure shown in each of the relevant years. 

By providing a consistent, on-going basis for Budget deliberations, the forward 
estimates have contributed to a more structured budgetary process. By removing 
unproductive contention over baseline estimates, and freeing Ministers from consid­
eration of the detail involved in development of base estimates, the Government 
has been able to concentrate on policy issues involving substantive changes to 
programs. 

The need for any variations from the baseline estimates to be justified has also 
contributed to overall fiscal restraint by ensuring that the estimates rcftect the 
minimum requirement necessary to maintain. the Government's existing policy for 
each program. These variations arc summarised· in the reconciliation of the published 
forward and budget estimates included in this Statement each year which plays an 
important part in public accountability. By showing the derivation of the Budget 
estimates in terms of the published forward estimates, adjusted for policy decisions, 
parameter changes and other variations, it clearly establishes the extent to which 
the Government has made discretionary changes to the estimates. 
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Economic assumptions 
The economic assumptions underlying the Budget estimates are set out in 

Statement 2 of this Budget Paper. The assumptions underlying the forward estimates 
arc consistent with and build upon those parameters. However, they necessarily 
embody much greater uncertainty and arc therefore intended to be essentially 
illustrative. 

The broad economic outlook over the forward years is assumed to be one of 
steady growth in GDP averaging around 3% per annum. Nominal wage increases 
and price inflation arc both assumed to moderate over the next three years. 

The following key assumptions have been used in calculating the relevant 
estimates: 

• Prices-the CPI and price deflator for non-farm GDP arc assumed to increase 
by around 5+% in 1990-91 and 4+% thereafter, compared with around 7+% in 
1989-90 for the CPI and 6l% for the non-farm GDP deftator. 

• Wages and salaries-public sector wages and salaries arc assumed to rise more 
slowly than is expected in 1989-90. 

• Exchange Rate assumptions-Australian dollar exchange rates arc taken as 
unchanged over the forward years with Trade Weighted Index (TWI) remain­
ing at 58. 

• Unemployment benefit recipients-the estimates assume beneficiary numbers 
of around 425 000 in the forward estimates period, increasing from the 413 000 
assumed for the Budget year owing to the moderation of growth to a level 
more in keeping with the longer term giowth of productive capacity. 

• Interest rates arc assumed to decline in nominal terms consistent with the 
forecast declining rate of inflation as demand growth moderates. 

The estimates are also dependent on. a wide range of parametcm not of a general 
economic nature, for example beneficiary numbers, volume of medical and phar­
maceutical services, and the value of production in a number of primary industries. 

Parameter Sensitivity of the Budget Estimates 
The following section provides rule of thumb estimates of the sensitivity of 

outlays estimates for the forward years to variations in key economic parameters. 
The analysis set out below examines the direct effects on outlays of independent 
and economy-wide changes in specific parameters. 

The normalised variations for each individual parameter arc as follows: 

• Prices-an assumed I \I\ increase in all price deftators (including CPI and 
GDP dcftator) is factored into all estimates. The increase is evenly distributed 
over the four quarters of the first year. For later years increases in deftators 
are kept unchanged from base-line assumptions. That is, estimates for later 
financial years vary only to reflect lagged effects or revised base estimates; 

• Wases-an additional I /2% increase in all wage and. salary rates in both the 
December and June quarters of the financial year with future wage rises as 
per baseline assumptions; 
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• Economic· ActlYity-a I% increase in the rate of real growth of GDP (and, 
where relevant, GNP), evenly distributed over the four quarto;-; of the first 
year with future years at baseline growth rates. The change IS assumed to 
occur uniformly across all sectors of the economy; 

• Interest Rates-a I percentage point increase in all interest rates used to 
calculate all relevant estimates, occurring at the beginning of the first year and 
maintained throughout that year and returning to baseline levels in following 
years; 

• Exchange Rates-a I index point increase in the .value of th~ SA on a Tra~c 
Weighted Index (TWI) basis; assumed to occur umformly. agamst al.I currcn~1es 
from the beginning of the first year and returning to basclme levels m followmg 
years. 

The effect on outlays of the variations in assumptions is sensitive to timing of 
these variations, especially in the first year. For. example,. an increase of I \I\ in 
prices at the otart of the first year would have an effect broadly double that of a 
1% increase spread over the four quartersc In the case of the TWI'. the response 
can. also be sensitive to the particular currencies which move to bnng about the 
change, and the foreign currency denomination of the Government's overseas 
outlays, the largest proportion of which is in SUS. 

Table 6 sets out the results of the sensitivity analysis. An increase in prices, 
wages or interest rates leads to an increase in estimat~ ou!lays, whereas an increase 
in the TWI or economic growth leads to a decrease m estimated outlays. 

Redu~tions in these parameters would lead to equivalent but opposite effects in 
budget outlays. 

TABLE 6. ESTIMATED EFFECT ON TOTAL OUTLAYS OF VARIATIONS 
IN KEY PARAMETERS 

Parameter and Variation 

Prices-sustained 1% increase • . • • • . • • • • 
Wages-sustained 1% increase • . • • • • · · • · 
Interest· Rates;- I pcrccntagc·point incrca.sc in 19~9-90 • • 
Exchanae Rates-I index point in~rcase in .TWI m 1989-90 
Economic Activity-I% sustained.increase m GDP . . • 
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Estimated Effect on Total Outlays 
(rounded to nearest S2Sm) 

1990-91 1991-92 1992-93 

Sm 
125 
100 
125 

(25) 
(75) 

Sm 
450 
200 
so 

(275) 

Sm 
550 
200 

25 

(325) 



The estimated responses vary in some cases from those published in last year's 
Forward Estimates Report because of changes in the nominal, value of the forward 
estimates, the increase in the prevalence of automatic indexation and rounding 
effects. 

The key areas of outlays which arc sensitive to each parameter arc as follows: 

• Prices-the programs affected are described in detail in the following section 
Parameter Dependence of Outlays. 

• Wages-45% of the change is accounted for in direct wage and salary costs of 
public sector employees~ while the remainder is in program expenditure linked 
to wage costs, notably public hospital funding grants, medical benefits and 
education grants. The much higher impact in the outyears reflects the full­
ycar effect of the increase which is assumed to, occur evenly through 1989-90. 

• Interest Rates-the principal component affected is public debt interest. The 
size of the impacts in the years following t1'c first year is smaller because 
interest rates in those years arc assumed to return to the base-line assumptions. 
However, forward years arc affected by the extent to which the increased debt 
financing requirement in the first year is met by the sale of Treasury Bonds 
which continue to incur the higher rate of interest in the later years. Other 
major programs affected arc interest subsidies on Defence Service Homes loans 
and the Austrade interest subsidy scheme. 

• Exchange Rates-outlays affected are interest payments on Commonwealth 
debt denominated in foreign currencies, defence capital purchases, foreign aid 
payments and salaries and allowances of overseas staff such as those employed 
by Austradc and the Department of Foreign Affairs and Trade. 

• Economic Activity-the predominant effect is on unemployment beneficiaries. 
The later year effects increase substantially because of the lag between higher 
economic activity and job creation caused by increased hours of overtime 
worked and recruitment delays. 

Parameter Dependence of Outlays 

Table 7 classifies outlays into four groups according to their relationship to 
movements in prices. 

• Group 1 covers programs that arc fixed in dollar terms. 

• Group 2 programs arc payable at a fixed rate of benefit during the budget 
year. The rates of benefit arc reviewed under a range of mechanisms. For 
example, aged persons homes and hostels grants arc increased annually accord­
ing to an agreed formula while other benefits arc reviewed and increased on a 
less regular basis. 

• Group 3 includes programs that arc indexed in forward estimates and supple­
mented during the budget year for price and other parameter movements. This 
category mainly includes programs funded under special appropriations. 

• Group 4 covers programs which are indexed in forward estimates but are cash 
limited in the budget year. 
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TABLE 7: PARAMETER DEPENDENCE OF oun.AYS 
Bonoft-

Exchange cluy 
Category of outlay• rate number• 

G'oup 1: fixed In dollar terms 
Accon1modatlon atlittanc1 .............................. . 
Commonwtatth- State hauling agreement ...... . 
Debt aalill:ance ................................................ , 
Expon market development grant• ................... . 
Fllm Rnance Corporation ................................. . 
Jobstart ............................................................ . 
Loan Councll borrowing ................................... . 
loan Councll 11payrnent• ................................ .. 
Membership of International organlutions .......• 
Telecom - repayment of advance ..................... . 
Other - Group 1 ............................................... . 

Sllbtotal 

Gfoup 2: paY'b'e at fixed tate cC benefit 
Aged JNreon1 homH and hottel1 ..................... . 
Defence 1ervlc:1 homH lnterelt 1ubtldy ........... . 
Flrat Homeowner• Scheme ............................. . 
Labour and training .......................................... . 
Telephone and poltal conc11tlon1 ................... . 
Other - Group 2 ............................................... . 

Sllb total 
Group 3: linked IO price lndk:e1 and MJpplemented In tbt budget )IHI' 

Auatrade lnterett subsidy ................................. . 
Bounties ........................................................... . 
Capital outlay• ................................................ .. 
Chlldren'1Mrvfce1 ........................................... . 
Comcare benefit• ............................................. . 
Defence - non salary/admln - domestic ........... . 
Defence - non 11lary/admln - over IHI ............ . 
Education allowances ....................................... . 
Education Qranlt .............................................. . 
Family allowance and 11.1pplement .................... . 
General rlYlflH grants to other governmentt ... . 
Handlcapl*I pereon1 facllltl•• ......................... . 
Medlcal and hoepltal benefit• ........................... . 
Nuraing homtt benefi1' and sublldtes ............. . 
OverMH property management ...................... .. 
Penllon1 and benefit• ...................................... . 
Pharmaceutical benefits ..............................•..... 
Primary Industry reHarch and m1rkeling ......... . 
Public debt lnterelt .......................................... . 
Public hoapltal grants ....................................... . 
superannuation and DFRDB ............................ . 
Wag•• and Nlarl•• .......................................... . 
Other - Group 3 ............................................... . 

Gublotal 

Group 4: - lo price lndlceo and llxod In IM budgot-
AboriglnH advancement programs ................. .. 
AdmlnlllrlliWI outlays (non-oalal)) .................. .. 
Commonwealth on budget authorlll .. .............. . 
Honie car1 ltl'Vlc11 ......................................... .. 
On budgetauthoritl•• ....................................... . 
Over ... ••ld .................................................... . 
RO&da .............................................................. . 
Other - Group 4 ............................................... . 

Sllbtotal 

T<Ul outlays ldontillod 
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,_.. 
lnter•lt Budget 

rat• Volume Sm 

96 . .. 
51 

140 
55 
01 

230 
-272 

50 
-329 

328 

1408 

313 
173 
14" 
535 

51 
07 

1315 

22 
24" 
404 
237 
1311 

2704 
1095 --2380 

13010 
184 -1l!OI 

SQ 

21301 
1322 
180 

7280 
3393 
1431 
9874 
381 

78415 

3841 
314' 
1781 
245 
353 

1008 
1333 

171 

l502 

17708 



The table shows that 90% of outlays consists of programs. supplemented· for 
parameter movements in the budget year; 87% is supplemented for movements in 
prices and wages and 37% varies according to the number of beneficiaries (these 
categories arc not mutually exclusive). 

The table is indicative only and covers most major outlays programs excluding 
asset sales. While programs included in Group 4 are- formally cash limited, it is· not 
unusual for additional funds to be provided during the budget year. 

6. BUDGET FLEXIBILITY 

This section briefly discusses the flexibilities and constraints affecting decisions 
concerning outlays at both the program and aggregate level. 

Government may seek to change outlays, whether to achieve macro economic 
policy objectives and/or to meet certain social and political objectives. Decisions on 
priorities must take account of the differing economic effects of different types of 
spending. In turn, the resources devoted to achieving the goals of a particular 
program may be at least partially dependent on the levels of spending in other 
areas. Table 8 summarises the extent to which governments over the period from 
1981-82 have moved from forward estimates in framing successive budgets. 

The need to satisfy competing and changing demands places a premium on a 
budget system which is flexible. However, flexibility is restricted to an extent by 
commitments to specific levels of funding in advance of the actual appropriation of 
funds, and the desirability for some guarantee of future funding to enable forward 
planning of activities within certain programs. In fact, very few if any outlays are 
truly non-discretionary. The degree of commitment or 'lock-in' depends more on 
the time it. takes for discretion to be exercised and the appropriateness of doing so. 
The actual or perceived restrictions on budgetary flexibility therefore depend cru­
cially on the nature of commitments which can be broadly categorised as formal or 
informal obligations. 

Format commitments are normally unavoidable owing to the Government's 
having entered into some form of contractually binding agreement, for example: 

• Formal contractual commitments cg purchase of a computer by instalments. 
Currently 8% of total outlays can be expected to be formally committed in 
the year prior to the budget year. 

• Interest payments arising from borrowing of moneys which represent about 
8% of total outlays and arc a non-discretionary commitment. 

• Commitments to State governments either through formal agreements or 
legislation which binds the Government to certain levels of assistance and may 
extend over a number of years. 

• The level of benefits paid to those satisfying certain criteria as specified in 
legislation cg unemployment benefits. 

• Commonwealth liability to pay salaries and allowances in accordance with 
implicit or explicit employment contracts (representing around 8% of total 
outlays). 
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Informal cornmitments normally arise implicitly from past decisions or explicitly 
through negotiations conducted by Ministers or offiecrs before formal endorsement 
by Cabinet. 

For any agency to perform any activity or to assess future options it must 
assume, tacitly at least, that it will continue to exist and that funding will be 
provided. Similarly, where funding is provided for the purchase of a new asset, the 
presumption also arises that funding for future maintenance will be provided. 

In order to function effectively, some programs require a form of multi-year 
financial planning, but the only amounts formally committed are those settled in 
the budget each year. For example, Defence employs a five-year planning program 
to allow defence planners to test the feasibility of policy options and new and 
existing commitrnents against assumptions about future resource availability. 

Table 9 gives some impression of the impact of assumed inflexibility in the 
estimates. The simple examples provided indicate the type of action which would 
be necessary to achieve a 1% ($930m) reduction in the estimates for 1990-91 if the 
existing commitments in some programs arc regarded as unavoidable. 

The analysis shows that the magnitude of savings. required to achieve a given 
reduction in the forward estimates is highly sensitive to assumptions about the level 
of on-going commitments. 

TABLE 9: ACTION NECESSARY TO REDUCE OUTLAYS BY 1% 
IN 1990-91 

Programs excluded from the reduction 

• Public Debt Interest . • • . . • 
• Public Debt Interest and Age Pensions • • • • . 
• Public Debt Interest, Defence and all personal benefit 

payments •••••• , •••••• , 
• Public Debt Interest, Defence, all personal benefit 

payments and Financial Allistance Grants to the 
States and NT ••• , , ••...•.• 

Proportion of total 
outlays (excluding 111el 

sales) excluded from the 
reduction .. 

6.7 
17.4 

53.7 

69.8 

7. SUMMARY OF OUTLAYS 

Reduction in remainina 
programs consistent with 

a 1% decline in total 
outlays .. 

I.I 
1.2 

2.2 

3.3 

The 1989-90 Budget and forward estimates of outlays are summarised below: 

• by function, identifying the primary purpose of particular activities independ­
ent of the way they arc administered or of their underlying economic nature; 

• by economic type, indicating the underlying nature of each item; and 

• by portfolio. 

OUTLAYS BY FUNCTION 

While total outlays are expected to decline in real terms in 1989-90, a number 
of areas of Commonwealth activity, including most 4. Social Security, 3. Health 
and 2. Educatio11 programs, increase in real terms. 
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TABLE 10 - OUTLA VS BY FUNCTION 

1988-89 ii~"~: 1990-91 1991-92 1992-93 

Actual :.Iiudilel ·Change Estimate Estimate Esllmate 

Sm Sm % Sm $m Sm 

1. O.ftnc• nao.4 r· ·9327,1. 7.0 9106.3 9n2.2 10371.1 

2. Education 6043.9 '·0088:5; 10.7 7274.3 7684.3 7956.0 

3. Health 10789.7 iW1~:~ • g,2 12969.1 14045.6 15241.3 

4. Social Security and Welfare 23802.1 26333;8 10.6 28589.4 30115.8 31518.9 

5. Houalng and Community 1238.6 14is.o' 14.3 1421.7 1376.8 1395.8 
AmeniUH : 

e. Culture and Recreation 1on.9 · 1oSo:9 0.3 1139.4 1169.6 1113.0 
''• 

Economic ServlcH 

A. Transport and Communication 1722.9: 1553.s• -u 1559.1 1551.5 1505.8 

8. Industry A11lttanc• 2030.9 : '2113.9. 4.1 2080.6 1838.6 1667.7 
and Development 

C. Labour and Employment 1080.1 :t2.30.7 1U 1267.1 1325.5 1347.6 

0. Other Economic ServicH 326.4; ~1?.2 ·. -33.4 307.8 326.0 321.9 

Tot•/ Economic S8MCB• 5160.2 ''5115.5. -o,g 5214.7 5041.6 4843.1 

8. General Public Service• 

A. Leglllative Servlce1 418.0. '3t15:1)• -7.7 322.8 319.2 331.1 

B. Law, Order and Publlc Safety 698.1 829.6 18.S 846.8 847.5 876.1 

c. Foreign Affair• and 1551.5 1563;8', 0.8 1641.9 1706.8 1746.3 
ov.r11asAld 

D. General and Scientific 522.8' 581(5 • 11.2 619.7 640.0 664.3 
RelHfch 

" 
: 

E. Admlnltfrallv. Service. 2574.2 ,.:2:.84:1·: -3.6 2692.4 2719.2 2619.1 

Total Gen•r•I Public Ssrvicss 5764.6 ·5845.s.· 1.4 6123.6 6232.7 6236.9 

G. Not Allocated to Function 

A. Asliatance to Other 13605.5 :139n.1· 2.7 14994.8 15603.4 16189.5 
Govern men ta 

B. Public Debt lnter-elt 7403.2. 7279:7· -1.7 6288.0 5553.1 4929.0 

C. Contingency Reterve 110.0 840.0 1285.0 1700.0 

0.-S.lot -538.2 .~120Q.i>: 123.D -800.0 

Total not AJlocattHJ to Function 20470.5 ~1~7,$. -1.5 21322.8 22441.5 22818.5 

TOTAL 82127.9 ··8!l7S3.2' 5.6 93161.3 97880.1 101494.5 
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I. Defence outlays in 1989-90 reflect measures announced in the Economic 
Statement, April 19B9, which include zero underlying real growth in Defence 
guidance. Outlays over the remainder ofthc forward estimates allow for 2% a year 
real growth. 

Outlays on 2. Education arc expected to increase by 4.1% in real terms in 1989-
90 and continue to increase over the forward years, mainly as a result of increased 
education places, the indexation of education grants for price movements, rising per 
capita assistance for schools and increased student assistance beneficiaries. 

3. Health outlays arc budgeted to increase by 2.7% in real terms in 1989-90, 
with strong growth expected to over the forward. years. This is largely accounted 
for by medical benefits, reflecting expected schedule fee increases and growth in 
service volumes, and continued rapid growth in pharmaceutical benefits. 

The expected 4.1 % real growth in 4. Soc/a/ Security and Welfare outlays in 
1989-90 is the result of decisions to increase pensions beyond indexation, to increase 
and to index child payments, to reduce the pension indexation lag, and to increase 
the level of rent assistance and other accommodation assistance. Growth is expected 
to moderate over the forward years, mainly reflecting a decline· in the number of 
veterans eligible for disability and service pensions. Improved targeting and admin­
istration of assistance is also expected to produce savin~ in outlays. 

Outlays on 5. Housing and Community Amenities will increase by 7.5% in real 
terms in 1989-90 mainly as a result of the· full-year effect of interest subsidy 
payments to the purchaser of the Defence Services Homes mortgage portfolio. Real 
outlays arc budgeted to decline over the forward years mainly because payments to 
the States under the Commonwealth State Housing Agreement are expressed in 
fixed nominal terms. 

6. Culture and Recreation outlays decline in real terms in 1989-90. Additional 
funding for the SBS, the upgrading of national transmission facilities and assistance 
for sport are offset by the completion of the Bicentennial celebrations and new 
funding arrangements for the ACT following self-government. 

The most significant real decline over the Budget and forward years occurs in 
the 7. Economic Services group of functions. 7 A. Transport and Communication 
and 7 8. Industry Assistance and Development will decline: the former owing to the 
repayment by Telecom of a portion of its outstanding Commonwealth loans; and 
the latter as a result of the scheduled termination of a range of industry assistance 
programs. 

Projected increases in numbers assisted by various training programs will result 
in real growth in the 7C. Labour and Employment function in 1989-90. Real 
outlays are expected to decline over the forward years with the termination of a 
number of labour adjustment packages, savings generated by previous reforms in 
the Commonwealth Employment Service and increased cost recovery and the 
rescheduling of running costs allocations for the Industrial Relations portfolio. 
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The completion of construction of Parliament House will result in a nominal 
fall in 1989-90 for BA. Legislative Services. Increased funding associated with the 
Child Support Scheme and the construction of Commonwealth Law Courts largely 
account for a real increase in 1989-90 of 11.8% in outlays on B8. Law, Order and 
Public Safety. Outlays will decline in real terms over the forward years reflecting 
reduced demand for legal aid under. the Child Support Scheme and completion of 
the Royal Commission into Aboriginal Deaths in Custody. 

BC. Foreign Affairs and Overseas Aid outlays will decrease by 5.2% in real 
terms in 1989-90. This is mainly the result of the rescheduling of payments to 
International Financial Institutions. Non-aid outlays will decrease in real terms over 
the forward years. A decrease in 1990-91 as a result of the completion of the 
Beijing Chancery complex will be partly offset by increases associated with the 
redevelopment of the Australian· Diplomatic Communications Network. 

During 1988-89, the Government announced a range of initiatives to assist 
science and technology. This is reflected in a 4.6% real increase in 1989-90 on 
BD. General and Scientific Research outlays. 

Outlays on BE. Administrative Services decline in real terms over the Budget 
and forward years following the introduction of revised funding arrangements for 
the provision of a range of common services and the advent of self-government in 
the ACT. These reductions arc broadly matched by increases under other functions. 

9A. Assistance to Other Governments is budgeted to decline by 3.4% in real 
terms in 1989-90, mainly as a result of policy measures agreed at the Premiers 
Conference in May 1989. 

98. Public Debt Interest outlays decline in nominal terms in 1989-90 and over 
the forward estimates as a result of the movement of the Commonwealth Budget 
into surplus, improved management of cash balances, and earlier and and more 
frequent remittance of tax collections. Overall, a 45% real decline in the function 
is expected to take place between 1988-89 and 1992-93. 

OUTLAYS BY ECONOMIC TYPE 

Outlays by economic type can be grouped into four broad categories: Common­
wealth outlays on its own behalf, current transfer payments, capital transfer pay­
ments and net advances. 

Commonwealth outlays on Its own behalf comprise salaries and administrative 
expenses and capital' payments for construction and purchase less sale of capital 
assets. Real growth of approximately 2% is expected in this aggregate in 1989-90 
reflecting increases in administrative expenses, the movement off-budget of proceeds 
from ACT land sales and a higher level of land purchases for the site of the second 
Sydney airport. A further real increase is expected in 1990-91 as a result of expected 
salary increases and a higher level of capital works. Little increase is expected in 
these outlays in the forward years. 
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TABLE 11 - OUTLAYS BY ECONOMIC TYPE 
1988-89i:· ;!IQ' 1990-91 1991-92 

Actuals "'Change Estimate Estimate 

Sm 'tin. ,. $m Sm 
CUAAENTOUTLAYS ]-.~.~~'.\::.; 

·-~ 

On Good• and s.Mce1 14948.5 :.1eb21i;li: 7.2 17131.8 17934.3 

Current Tran1fer Pa)'ll*lt• 

':~;!t:~; fnltrHI: 7480.3 -t.3 6340.4 5604.8 

Sublldl .. 1244.7 -t.6 1169.7 1115.5 
PtrlOl'lal Benefit PayiMnt1 28352.9 

;;~i· 
tl.3 34644.4 37005.3 

Grant• to Non-Profit lnltltuUon• 1086.4 10.1 1337.3 1439.9 
Grants to Non-8udgll S.Ctor 2731.6 -10.7 2590.5 2537.1 

Grant• TO Oth.r Gcwtfn!Mntl 6.7 24223.2 25286.7 

Grant• 0Ver1H1 11.7 988.7 997.1 
Other Tran1t.r1 llO.O 5.0 3.8 

Total Cu".nt Trandlf "-ym«Jt• •. 7 11299.1 73990.1 

TOTALCUAAENTOUTLAYS ... 88430.9 91924.4 
'·;.· .. .. 

CAPITAL OUTLAYS -~.:' ·: .. 
Capital Outlaye On Good• 517.8 ' ~6' 12.• 840.1 879.3 
Capital Outlays On Land -114.8 -lll0.1 ... 
Capital Transfer Payment• ,.'./~.·-=: .. >:'.·.:·: 

Gran1110 Non-Budg.t Sector 305.3 

::;.t1· 
-71.0 66.7 50.0 

Grant1 to Other Gowmment1 3063.8 IU 3579.1 3547.2 

Grantato oth9f s.ct<Kt 351.7 IU 438.4 406:6 

ToW Cap/W Trandlr hYfTIMlt• 3720.9 ' . :19143, 12.1 40/U.2 4003.9 

tfftAdvancH 296.9 :.~2fo;• • -111.2 61.1 107.6 

TOTAL CAPITAL OUTLAYS 4420.7 :~:6 -o.g 4985.4 4990.7 

... 
COrllingency AeNl'W 

·A~:;. 
n.a. 545.0 965.0 

AIMtS&lo• -538.2 12U -eoo.o 
·:· ~<-

TOTAL OUTLAYS 82127.9 '.~~2.:• 6.• 93161.3 97880.1 
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1992-93 

Estimate 

Sm 

18707.1 

49n.9 

967.1 

39332.4 

1531.3 

2502.5 

26286.2 

1040.8 

3.8 

76642.2 

95349.3 

831.4 

49.8 

3506.5 

420.7 

3977.0 

146.8 

4955.3 

1190.0 

101494.5 

Current Transfer Payments increase marginally in real terms in 1989-90 and 
1990-91 reflecting lower interest payments on a declining stock of debt, reduced 
subsidies to enterprises as a range of industry assistance programs terminate and a 
lower level of grants to Commonwealth non-Budget activities in 1989-90 with the 
transfer of the ACT Schools Authority and Health Authorities to the ACT admin­
istration. This is oft'sct in 1990-91 by payments to the Australian Securities Com­
mission. Personal Benefit Payments increase by approximately 5% in real terms in 
1989-90 although this growth tapers off in the forward years, largely reflecting 
increases in medical benefits and indexation of social security benefits and income 
test thresholds. Payments to Non-Profit Institutions also increase in real t<:rms in 
1989-90 and· the forward years mainly as a result of higher payments for aged 
residential care and' community employment programs and Children's Services. 
Current Grants to Other Governments decline in real terms in 1989-90 and low 
growth levels arc expected to prevail over. the forward years. Other Current 
Transfer Payments increase markedly in 1989-90 as a result of a series of labour 
adjustment packages that will then be wound down in the forward years. 

Capital Transfer Payments increase marginally in real terms in 1989-90 but 
decline over the forward years. Capital Grants to the Non-budget sector fall 
markedly in 1989-90 reflecting the completion of construction of the new Parliament 
House and the transfer to the ACT Administration of the bulk of the National 
Capital Development Commission functions and responsibility for ACT schools and 
housing. Capital Grants to Other Governments increase in 1989-90 as a result of 
ACT self-government and the inclusion of States and Territories housing nomina­
tions. Other Capital Grants increase in 1989-90 as a result of higher payments for 
community employment projects and capital grants for hostels accommodatio<>. 

Net Advances ar<: aft'ectcd by the commencement of large repayments of 
advances by Telecom· commencing in 1989-90 which reduce outlays under this 
category in the Budget and forward years. Net Advances to Other Governments 
decrease markedly in 1989-90 with the transfer of housing nominations to the 
CSHA which arc classified as grant~. Ntt Advances to Other Sectors increase in 
real terms in 1989-90 mainly reflecting· the full operation of the Higher Education 
Contribution Scheme under which payments to institutions on behalf of students 
arc classified as advances, partially offset by the cessation of Ccmmonwealth loans 
following the sale of the Defence Service Homes Corporation . 

The forward estimates contain no provision fot asset sales beyond 1990-91. 

OUTLAYS BY PORTFOLIO 

Parliament 
Outlays remain approximately constant over the Budget and forward years after 

one-oft' costs associated with occupying the new Parliament House arc excluded. 
This reflects higher operating costs for the new building. 
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TABLE 12 - OUTLAYS BY PORTFOLIO 

ParllM1•nt 

Admlnl1tr1tive S.rvlcH 

Arte, Sport, Th• Environm•nt, 
Touriem and T•rritotlH 

.:.:.::·:·.;: 

121.3 ''.:, .fa1;e'i 
730.7 ! .;.'.~~~,; 
862.9 <'::e1&;if 1 

Attornoy General• 652.0 ,,· :·.,iii§;~'i 
Community SttvicH and Health (Portfolio) ~:. 

-CommunltySarvk:eeand Health 11511,7 
- Veteran Att.lr• 4395.6 

15907.3 

Der.nee 7808.2 >i.i~j;'f ,'. 
Employment, Education and Training (Portfolio>:- ·:: ..... ;::·._:_: >'. 
- Employmenl, Educallon 6707.2 ; ·,·.'i696:iJ~., 

and Training 

- Aborlglnal Affair• 

Sub-total 

Finance 

Foreign Affairs and Trade 

Immigration, Local Government 
and Ethnic Affairs 

lndultrlal Relation• 

lndultry,Technology and Commerc 

Primary lndull:ry and Energy 

Prim• Minllter and Cabinet 

Social Security 

Transport and Communlcatlon1 

Treaeury 

Contingency ReNrve 

AaMISalH 

TOTAL 

460.6 '<~;~, 

1:::: ':/~~,; 
:::: i. i~~'~ 

96.4 . ::~j;~ 

19075.5 ,21145.2 
2233.3 . ·.:~~4 ·• 

22472.0 ' as2~:4 

-538.2 ·~iM::~'.; 
82127.9 • iifi7s?:2' 
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1990-91 1991-92 1992-93 

Estimate Estimate Estimate 

0.4 

-37.0 

-21.3 

Sm 

122.8 

563.1 
611.3 

22.7 876.1 

Sm 

125.7 
459.6 
587.2 

906.2 

Sm 

131.1 
409.3 
516.8 

932.2 

13.4 14408.7 15587.4 16891.2 
10.0 5013. 7 5045. 7 5046.9 
12.11 19422.4 20633.0 21938.2 

7.1 9132.7 9789.3 10388.5 

14.7 8329.0 8806.8 9099.8 

tu 557.5 545.8 565.7 
14.1 8886.6 9352.6 9665,5 

-4.2 966.6 957.9 1041.8 
0.1 1583.0 1657.5 

24.il 283.4 290.5 

-311.4 164.1 165.3 
0.1 1391.0 1237.0 
u 1472.1 1411.3 

-15.3 95.6 98.1 

1712.2 
304.4 

172.8 
1204.3 

1296.6 
99.5 

10.1 23030.1 24399.3 25691.9 
0.4 2280.7 2314.9 2280.4 

-0.7 22294.7 22299.7 22144.0 
n.a. 785.0 1195.0 1565.0 

tn.o -800.0 

u 93161.3 97880.1 101494.5 

Admini~trative Services 
Completion of construction of Parliament House and revised funding arrange­

ments for a range of common services such as property management, construction 
design and supervision and purchasing and disposal contribute to a significant 
decline in. outlays in the Budget and forward years. This is offset by transfers to 
customer portfolios. 

Arts, Sport, the Environment, Tourism and Territories 

Setting aside the new funding arrangements for the ACT following self-govern­
ment, portfolio outlays will increase in 1989-90 and the forward years. This mainly 
reflects additional funding for sport, a number of environment initiatives announced 
by the Prime Minister in July 1989 and Australia's participation in Expo '92. Over 
the forward years, outlays arc expected to trend downwards following the comple­
tion in 1990-91 of Queensland Rainforest labour assistance, and the expiry in 
1991-92 of a number of programs including film financing arrangements for both 
Film Australia and the Film Finance Corporation. 

Attorney General's 

The significant increase in 1989-90 mainly reflects the establishment of the 
Australian Securities Commission (ASC), implementation of Stage II of the Child 
Support Scheme and increased activity under the Commonwealth Courts Construc­
tion Program. The full-year effect of tho ASC's establishment and progress on court 
construction is expected to lead to a further real increase in outlays in 1990-91. 
Outlays remain relatively unchanged in later years. 

Community Services and Health 

Increases in medical. benefits and the conversion of nominated loan funds to 
grants under the· Commonwealth State Housing Agreement are the main reasons 
for the significant reat growth in 1989-90 outlays. Outlays continue to increase in 
real terms over tho forward estimates period owing to continued growth in medical 
benefits and rapidly increasing outlays on pharmaceutical benefits. 

Defence 

Outlays reflect the Government's decision, announced in the Economic State­
ment, April 1989, to restrict Defence outlays to zero real growth in 1989-90. The 
forward estimates are based on planning guidance of 2% real growth a year. 

Employment, Education and Training 

The expected increase in 1989-90 mainly reflects growth in higher education 
outlays which in tum reflects increases in the number of places and capital funds, 
an increase in general recurrent per capita funding for schools and increases in the 
number and value of student assistance payments. Increases are also expected in 
outlays on certain training programs and assistance for the long-term unemployed. 
These trends continue over the forward years, producing moderate real growth over 
the period. 
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Finance 
The substantial decline in 1989-90 mainly reflects one-off payments. from the 

ACT Government to the Commonwealth for costs incurred by the Commonwealth 
in the development of ACT land before ACT self-government. The significant 
increase in 1990-91 primarily reflects the Government's decision to fund the 3% 
superannuation award. It also reflects initial costs associated with the introduction 
of the new Commonwealth Superannuation Scheme (which arc more than offset by 
savings in later years). 

Foreign Affairs <md Trade 

The decline in 1989-90 results primarily from the rescheduling to 1988-89 of 
payments to International Financial Institutions. Outlays remain relatively un­
changed over the remainder of the forward estimates period. 

Immigration, Local Government and Ethnic Affairs 

The growth in outlays reflects the Government's response to the recommenda­
tions of the Fitzgerald Committee to Advise on Australia's Immigration Program 
(CAAIP). 

Industrial Relations 

The increase in 1989-90 reflects the full-year effect of Comcarc, which was 
introduced on 1 December 1988, and further funding for workplace reform. 

Industry. Technology and Commerce 

Expected savings in 1989-90 from the termination of bounties and subsidies on 
agricultural machinery, steel and fertilisers and changes to the Export Market 
Development Grants Scheme arc approximately offset by increased' funding for a, 
range of programs including CSIRO and interest subsidies payable to Austrade for 
the provision of concessional export finance. Outlays remain relatively unchanged 
in 1990-91 before declining significantly in later years with the winding down or 
expiry of a range of programs. 

Primary Industries and Energy 

The introduction of new wheat marketing arrangements and increased alloca­
tions for soil conservation and water resources development are partially offset by 
a transfer of responsibility for Northern Territory electricity subsidy payments to 
the Treasury and the termination of supplementary dairy market support. 

Outlays increase in 1990-91, mainly owing to a residual wheat underwriting 
payment in respect of the 1986-87 crop and the introduction of a new Income 
Equalisation Deposit Scheme, before declining marginally in later years. 
Prime Minister and Cabinet 

The reduction in 1989-90 reflects the termination ofthe Bicentennial celebra­
tions, while the increase in 1990-91 results from increased provision of funds for 
the development of skills in public sector management. 
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Social Security 

The real growth in 1989-90 and the forward years reflects decisions to increase 
pensions beyond the rate of inflation and to reduce the pension indexation lag, to 
increase and index child payments, and to increase the level of rent assistance. The 
decision ·to index the amount pension. recipients may earn before the pension is 
reduced under the income test contributes to growth from 1991-92. 
Transport and Communications 

Outlays arc approximately the same in nominal terms in the Budget and forward 
years. Increases in road grants to the States and costs associated with the acquisition 
of land for the Badgcrys Creek airport arc offset by the repayment of advances by 
Telecom and Australia Post. 
Treasury 

In 1989-90, a real reduction in financial assistance grants to the States and the 
conversion of nominated loan funds to grants under the CSHA (sec Community 
Services and Health, above) arc partially offset by increased resources for the 
Australian Taxation Office. The forward estimates of financial assistance grants 
reflect assumed increases in the CPI. Significant reductions in public debt interest 
arc expected to result in outlays declining in nominal terms by 1991-92. 

8. SUMMARY OF RUNNING COSTS BUDGETS 

Running costs budgets incorporate all major administrative recurrent costs 
including salaries. and administrative expenditure except for major capital invest­
ment costs. which continue to be budgeted for separately and for the bulk of the 
employer's contribution to staff superannuation benefits (excluded for practical 
reasons). (Sec Budget Paper No. 3 for details of the running costs arrangements.) 

The following table shows the estimated changes in real running costs, for portfolios, 
between 1988-89 and 1992-93, together with aggregate staffing levels for those years. 
The period is limited because running costs, as a separate budget aggregate, have 
only been measured since 1987-88 and that. year was affected by major Machinery 
of Government changes and the special form of funding supplementation to depart­
ments for second tier wage increases granted under ,the 1986 National' Wage Case 
principles. 

The portfolio figures for 1988-89 and 1989-90 include the effect. of the. efficiency 
dividend of an average of I 1/4% a year. except where agencies/activities have been 
exempted. For the forward years, the Government has reaffirmed the obligation on 
the Public Service to generate continuing efficiency gains and has endorsed the 
continuation of the efficiency dividend. Marginal issues of coverage and application 
of the efficiency dividend, together with other possible modifications to the system, 
will be further considered during 1989-90. In the meantime a bulk adjustment to 
the total figures at the cumulative rate of $60m a year has been added to the 
forward years. 
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TABLE 13. RUNNING COSTS ESTIMATES: 1988-89 TO 1992-93 

POltTFOUO 
RUNNING COSTS 

REAL CHANOI!. YEA!l ON 
YEAR 

(lneluda only· .,encia under nltriel 11-19 .,.., 
90"1 91.92 92-93 ..... .... I 91·92 92-93 

bucftetirc•mnaementa) (I) (2) (3) 

Adrnini5trati¥eStrv!ce5 , , . , 
Sm Sm Sm Sm Sm • • • • 690.0 ..... 689.1 ..... ... .. _,, 

-0.8 -1.J o• Al'tl, Sport, Environment, Tourism It 
Territories, 229.0 246.S 24J,l lJJ,J 233.S J.I -1.J -4.1 0.1 At1orney.Qene111\'~ 403.J '461.S SIS.O m.4 529.6 10.7 11.6 '·' -0.7 

Community Scrvlm A He111h 847.4 aso.s 831.7 819.1 111.0 -2.9 -2.2 -1.5 -1.0 
Defe°" IS69.I !Sl6.3 1498.8 1'177.1 1470.1 -6.6 -I.I -u -o.s Emp~I, &t~1~ .t T~inhi1: 462.5 4'?.7 439.4 """ .... , 2.0 o.J -1.9 ... 
Fintncc ••.••••. 16.S 95.S 98.0 95.2 .... .. " 

_,, 
-0.6 

ForeJan AIT'tin A Trade , 297.9 327.7 331.0 330.0 "" ... 1.0 -0.3 -0.4 
lmmipatiQfl, Local Oovemm~nt 

0

A E1h'. 
nk:Alf1i11. 128.S 147.4 154.0 ISl.7 151.4 104 '" -1.5 -0.2 lndUJtrialRel11~ 109.7 1114 107.9 108.1 108.9 -u -4.0 0.2 •• Jndustry,TcchnoloS,YAC:om-;,,e~: 719.1 m.s 76tl.4 7&4.9 7&4.3 1.0 1.• -0.2 -0.1 

Prinwy lndUJtM .t Enef'J)' 268,2 293.9 29U 283.0 2SO.I '" o.s -4.2 -I.I 
Prime Minister .t Cabinet 64.1 ,,. 70.7 70.5 70.6 -10.0 18.2 -0.2 0.2 
SoelalSecurity ..• : 610.6 655.S 637.9 624.3 619.8 3.7 -•7 ->! -0.7 
Transport .t Communication 244.1 253.1 244.2 20.3 241.3 -0.6 -3.S -0.4 -0.1 
Treuiny. ""·' 914.0 96$.1 1006.4 941.1 11.2 '" '·' -6.6 

Adjustment.s(4}. -45.0 -41.0 -14.0 -u.o -•o 
EftleicncyDMdend(S} -60.0 -1200 -180.0 

TOTALS (6) 7489.0 7847.7 7864.1 7727.4 7624.1 1.0 0.2 -t.7 -1.3 

Avense St1.ftln1 Le~cb (St•tf·ye.n) (7) ISS004 ISH97 153874 151421 149352 0.2 -0.9 -1.6 -IA 

NOTES 
(l) The 19Jl.J9 Jipreun Jn JSIH-19 ptica. 
(2) The Fonrrud Esthmtes •re O!'. the tame price basil u !he 1989·90 es1imates which incorporate 1989·90 prim; for &dminiMra1ive 

upenta •nd wqe rau. prcYf.lh"l •l hdfct lime. 
(3) 1918-89 fiauru Mve been Mij111ted to 1919-90 Prlc. usina 1 1tandard Sm-ice.wide i~ to We aeoount or the run etrca on. allM 

on t~. Jili ~nd SIO ~r woek N•tlond w .. CUe DeNlon hlndod down Cn 19""'9 •nd 1he 6.Mi non·(um GDP dcl!alor c.ti11111c on 

(4) =t~';':Ci:~i::~·~~=:ilt~n~rni;oror~:=:!i=-~~~ts,~~~~r 
cMIJCI Ind clwl .. In eoYftlft, princlpllly tran1rcn from the Department ot Dd'encc to A\lltralian Defence Indutt!b Lid and rrom 
the DcP'l(rncnt of Community Servkct •nd Hot!th to the Health ln.u.rancc Commillion 

(S) The E~ Dividend for 191U9 and 1919·90 is Included In Ponfolio fi&vtc1. For f~rd )'Qfl hit incbMted u 1 bulk c:onectlon 
to ninmna eotll Ind •vcrap 1t1.ftl111 Jcvclt. 

(6) =~::: ;~~ '::i':L:f.che JS tuper1nn11111ion bentlit, le the interim &tnelif for 19'U9and 1919-90 •nd the fully 

(7) The Averqe St1.fftn1 Level& ror 111 yctn incorpora1c the application or an 1nn111l cfftcitncy dividend. 

Running costs are estimated to decline by 1.9%, or $145.lm (constant prices) 
over the period 1988-89 to 1992-93, while average staffing levels are estimated to 
reduce by 3.6% or 5600 staff years over the same period. The measurement of 
"real" changes in, running costs in this Section is based on a specific deftator 
computed as a weighted average of arbitrated increases in wage rates and non­
salary prices, using the non-farm GDP dcftator. There have also been corrections 
for changes in coverage and major transfers such, as the shift of resources from the 
Department of Defence to Australian Defence Industries Ltd. With the predomi­
nance of the weighting given to salaries, the moderation in wages in recent years 
has led to slower growth in the, running costs dcftator than in the non-farm GDP 
deftator. That is, the relative price of running costs to total outlays has been, falling. 

The development of the running costs budgeting amingcmcnts has provided a 
much improved framework for assessing the costs of government administration. 
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The traditional focus on trends in public service staff numbers failed to take account 
of: 

• the budget cost of changes in average salary rates, for example as a result of 
arbitrated decisions or of departmental management decisions to vary the 
salary classification profile of its staff; and 

• different trends in the costs of goods and services which supplement or 
substitute for direct labour input (which can affect the labour intensity of 
administrative activity). 

Notwithstanding the estimation inevitable in recalculating running costs at con­
stant prices, it is considered that this provides a better measure of the real change 
in the cost of servicing government programs than a count of the number of staff 
tmployed. 

The trends in real running costs, as defined above, arc determined by two major 
influences: changes in policy and other factors affecting the demand for government 
services; and changes in the efficiency of the work involved in delivering those 
services. 

Changes in demand derive from government initiatives and from the parameters 
of existing services, such as client numbers. Such changes arc reftccted directly in 
running costs budgets. In recent years, a particular focus of government initiatives 
has been to intensify the administration of revenue collection and entitlement 
payments. The latter bas been directed expressly at generating reductions in program 
outlays, particularly through improved fraud control and better targeting of pensions 
and benefits. These initiatives have tended to add to running costs while reducing 
total outlays. 

Running costs budgets are also reduced each year for ongoing and one-off 
improvements in efficiency required of agencies by government. Specific initiatives 
authorised by the Government to improve the efficiency of the public service at 
large include: 

• the broad budgetary and management reforms, notably the Financial Manage­
ment Improvement Program and Program Management and Budgeting, aimed 
principally at improving program outcomes and the efficiency of program 
delivery; 

• the administrative arrangements changes of July 1987 which removed overlap 
and duplication between departments and restructured ministerial responsibil­
ities; 

• the efficiency scrutiny program headed by Mr David Block; 
• the arrangements for improving productivity as part of the second tier wage 

increase, particularly the major restructuring and consolidation of office struc­
tures classifications; and 

• the continuing efficiency initiatives taken by departments themselves in re­
sponse to the Government's policy of requiring an annual efficiency dividend 
from running costs budgets. 
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The efficiency measures, for which agencies' running costs budgets have been 
reduced, have provided management with the means and flexibility to maintain 
ongoing activities without increasing the workload impooed on staff. (Information 
on the efficiency improvements within agencies can be obtained from the more 
detailed discussion of program performance in Portfolio. Explanatory Nores which 
arc tabled in Parliament immediately after the Budget) 

Real running costs for the 1989-90· Budget year arc estimated to rise significantly 
for most portfolios with smaller but still positive growth continuing in 1990-91. In 
aggregate real running costs arc also estimated to grow faster than outlays in the 
Budget year. This pattern was also observed in 1988-89 (see Budget Paper No. l, 
1988, p8S) and rcftccts upward pressure on running costs arising from new policy 
decisions, greater administrative complexity of many policy initiatives and the 
increased intensity of activity in areas such as fraud control,. outweighing the 
efficiency offsets. in the budget year. Over the forward estimates period, real running 
costs tend to decrease in. relation to total outlays (real running costs· arc projected 
to fall at an average rate of about 1 % a year compared to an estimated marginal 
rise in real outlays, excluding asset sales). 
Variability in the Estimates 

The running costs system permits departments to vary running costs expenditures 
from the Budget estimates within limits. In particular, while departments' running 
costs budgets are cash-limited, except for the effect of National Wage Case decisions 
and significant changes in workload and new policy initiatives0 departments may re­
allocate funds between, salaries and other administrative inputs. Departments may 
also change the level and composition of their workforce to match better their 
workload requirements, provided that they comply with job classification standards 
and that the changes are compatible with their running costs budgets for the 
forward years. Further, the carryover provision allows agencies to switcfr a limited 
proportion of their running costs between years, either by saving or by borrowing. 
For these reasons, actual salaries expenditure and particularly staffing levels may 
be varied from the above estimates by managerial decisions during the course of 
1989-90 and future years. This means that no great significance can be attached to 
the rate of growth in individual years, and especially not for "expected" growth in 
a particular year; the estimated average growth over two or more years should be 
more revealing. 
Major Variations 

The major variations in the running costs budgets as revealed in Table 13 arc 
explained below. 

Administrative Services 
• Reductions in the Budget year and the first two years of the forward, estimates 

reflect, principally, the further impact of the progressive commercialisation of 
services provided to other departments (eg construction services). (There is 
an clement of uncertainty about the running costs estimates· because of diffi­
culties in determining the running costs element in the trust accounts for the 
commercialised groups.) 
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Attorney-Gtntra/'s 
• The increase includes the cost of setting up of the Australian Securities 

Commission. 
Dt/tnct . 
• Further reductions rcftect the movement of resources off-budget following the 

formation of Australian Defence Industries Ltd as well as a real decline in the 

remaining civilian workforce. 
Finance . 
• Growth rcftccts additional resources for the Australian Government Rcll_rc­

ment .Benefits, Office to· implement the new Commonwealth Superannuation 
Scheme· and' a ·carryover from the 1988-89 running costs allocation. to the 

department. 
Fortlgn A.ff.airs and Trad• 
• Increases in the budget and forward years are mainly the result of t~c full­

year effect of. overseas living allowance ~ctcnninat!ons, supplcmentatmn for 
exchange rate fluctuations and workload increases m the passport office and 
the Australian International Development Assistance Bureau. 

/mm1,;.;,11on, Local Govvnm•nt and Ethnic .-(ffairs . 
•·Growth reflects·. the Government's response to the recommenda~ions of the 

(Fitzgerald) Committee to Advise on Australia's Immigration Pabey. 

Prim• M.i"nl•ttr and·Cablnet . 
• Reduction in .t 989-90 rcftects primarily the winding down of the Australian 

Bicentennial Authority while the increase in future years is primarily the result 
of additional funding for development of skills in Public Service management. 

Social Stcurlly . . . . . . 
• Reflects provision of resources for a number of high prionty iruttatives mclud-

ing Assistance to the Aged, Ilic Labour Market Package and Family Allowan"!' 
Reassessment, offset. by c:Ontinuing savings in areas such as the Department s 
computer. re-equipment ·prostam· (STRA TPLAN). 

?'~";owth in !990-91 and 1991-92, and the ~line in 1992-93,. reflects. the 
imP!ICI on rµnniqg 900ts. for the Austral_ian 'f~tion ~cc of (~) the start-u~ 
c0stS and (b) the progressively incrcasmg savings associated "'.'th. the A ~O s 
major computer redevelopment and re-equipment, the Modenusatton ProJCCt, 

commencing in .1989-90. 
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PART 11: ANALYSIS BY FUNCTION 

1. DEFENCE 

OVERVIEW 

1988-89 '19!19f90•!1990-91 1991-92" 1992-93 
Actual '··eiicfdii-'Estlmate Estimate Estimate 

1.1 Peraonnel Coat1 and Retirement Sm 3289.7 ''·'338414'-' 3658.0 3909;5 4089.7 
Ben•fit• % 6.1, 

. ''. ·:~: ·::. 
•.1 ... 4.11 

1.2 Defence Equipment and Stores Sm 2707.7 3348:2 3723.4 4154.9 
% U!.· 14.tl 11.2 11.e 

1.3 Defence FacllitiH Sm 414.6 ;. 482.9 508.4 448.4 
% -«1: 0.4 u -11.• 

1.4 Defence Houllng Sm 140.6 !• 186.3 211.3 232.4 
% -10.4 ·: 11;7 13.4 10.0 

1.5 Defence Industry Sm 334.o r· 186.1 113.4 92.6 
% 12.0 '':" -20.1 -#.0 -1•.4 

1.11 0.fence Sclence Sm 200.2. 214.1 225.8 232.0 
% 7.1;.' ;',;i;jg, 2.11 6.6 2.7 

1.7 Defence Other Sm 693.7 ... : 1030;8 1080.3 1121.2 
% 11.5: .. ;.:.~~:, 10.11 4.1 u 

TOTAL Sm nao.4 ··;·9327;1.- 9106.3 sn2.2 10371.1 
% 4.• \~<>J.-o-,: •.4 7.8 ti.I 

• Total Defence outlays increase by $547m or 7.0% (incorporat­
ing zero real growth in Defence outlay tenns) in 1989-90. 
Planning guidance for the remainder of the Five Year Defence 
Program 1990-95 bas been set by the Government at 2.0% real 
growth. a year. 

• Revised treatment of receipts from additional property sales 
will allow Defence to add some $54m to its resources in 1989-
90. 

• Defence outlays are forecast to increase to 9.6% of total 
Commonwealth outlays in 1989-90, up slightly from 9.5% in 
1988-89. This level is estimated to be approximately 2.3% of 
GDP. 
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• Chart 1 Illustrates that Personnel Costs and Retirement Bene· 
fits dominate with 41 % of defence outlays, whilst Equipment 
and Stores account for a further 35%. 
- outlays for Equipment and. Stores will increase (in the for­

ward years to about 40%) largely as a result of expenditure 
on. new submarines and the Government's intention to con­
struct up to eight ANZAC frigates in Australia. 

- most defence producticin establishments were transferred off­
Budget to Australian Defence Industries Pty Ltd (ADI) on 
3· May 1989, effectively resulting in a transfer in outlays 

· from the Defence Industry sub-function to other Defence 
sub-functions. 

CHART 1. DEFENCE 
Proportion or Total Outlays and Function 

1989-90 

G 
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• • . Defence Equlpment-·35.1% 

~ 11:~&~'1i.tl% 
------- • Defen<e Fa<lllties-5.8% 

Tolal Outlays Defence 

• the main sources of the 1989-90 increase of $547m-from 
$7780m. to S8327m-are: 
- service and civilian salaries and Defence Force Retirement 

and Death Benefits (DFRDB) ($95m in total), reflecting pay 
and. allowance increases and indexation of benefits; 

- increased payments for existing commitments (e.g. subma­
rines) and for recent and anticipated projects (e.g. ANZAC 
frigates) in Defence Equipment and Stores (S214m); 
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- increases in expenditure OI! Defence. Facilities. (S66m) and 
Defence Housin11. ($261!1); and 

- increased general admi1istration. costs, including: ·higher 
Fringe Benefits Tax liability (5301!1); Comcare, premiums 
($3 lm ); and charges fo.- property and· construction .PrOYided 
by the Department of Admiliistratil'e Senices ($68m). 

• Budget measures announced in the Economic Statement, April 
1989 reduced Defepce outlays for 1989-90 by .$73.~ and by 
S127m over tbe forwar!I estimates period~ 

• Other measures. include restoration of the DFRDB pension base 
(S4.7m in 1989-90) and. increased assistance to Papua New 
Guinea (S8m in 1989-90). 

3.44 

PURPOSE 

Outlays on defence maintain and develop defence forces and associated capabil­
ities. The objective is to achieve security from armed attack and from the constraints 
on independent national decisions imposed by the threat of such attack. The 
Government aims to provide the nation with adequate, self-reliant defence and to 
increase t~e capabilities of the Defence Force and national infrastructure for the 
independent defence of Australia and its interests within the framework of our 
alliances and regional associations. The Defence White Paper, entitled The Defence 
of Australia, released in March 1987, provides a comprehensive review of Austral­
ia's. defence capabilities and requirements up to the .end of the century. 

NATURE OF DEFENCE OUTLAYS 

Whilst the bulk of defence outlays support the existing defence force-for 
example, salaries for· personnel, fuel, ammunition and equipment maintenance-an 
increasing proportion is devoted to new or replacement equipment and facilities, in 
line with the priorities ofthe 1987 Defence White Paper. 

In keeping with the Government's policy of defence self-reliance, an increasing 
proportion of defence outlays is now spent within Australia. Nevertheless, much 
defence equipment is not available locally and a significant proportion is necessarily 
purchased from overseas. 

Chart 2 shows the proportion of total payments on equipment and stores made 
in Australia over recent years, together with projections for the forward estimates 
period. 

CHART 2. DEFENCE EQUIPMENT AND STORES 
. PAYMENTS IN AUSTRALIA 

PERCENTAGE OF TOTAL EQUIPMENT 
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Australian industry will play a major part in the construction of the new 
submarines and of the ANZAC frigates. 

Commonwealth owned companies have been established to provide commercial 
incentives to increase efficiency in the defence industrial base. Aerospace Technol­
ogies of Australia Pty Ltd (ASTA) and Australian Defence Industri.S Pty Ltd 
(ADI) now operate most former Office of Defence Production (ODP). establish­
ments. 

TRENDS IN DEFENCE OUTLAYS 

As a proportion of GDP, defence outlays remained relatively steady, between 
2.4% and 2.8%, over the ten years to 1988-89. The peaks of 2.8% during 1982-83 
and 1985-86 largely rcHected overseas equipment purchases. Since then, the ratio 
has declined slightly to 2.3% in 1988-89. 

The Defence share of total outlays has also been fairly stable, varying between 
a peak. of 9.8% in 1981-82 and a low point of9.2% in 1984-85. 

$81115on 

CHART 3. DEFENCE 
(1984-85 prices) 
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. Chart 3 illus~rates trends in defence outlays over the past ten years, together 
with forward estimates to 1992-93. The chart shows defence outlays in terms of the 
non-farm GDP deHator (solid line) (measuring the real demands of the function 
?n Australian community resources), and also an indicator of the underlying change 
m the level of defence goods and services procured; derived from the defence real 
growth calculation, allowing for price, exchange rate and timing movements (dashed 
line). 
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As can be seen from the.dashed line (which parallels the basis on which defence 
financial guidance is provided), defence outlays grew strongly between 1979-80 and 
1985-86, averaging 3% real growth a year. The slight decline in 1981-82 reHects 
absorption of the substantial pay increases awarded to service personnel in that 
year. 

From 1982-83, growth has been dominated by the capital components of the 
defence function. Growth slowed over the period 1986-87 to 1988-89 as a result of 
Government decisions to reduce global allocations to the function in the context of 
generalised fiscal restraint. 

The major changes in the composition of Defence outlays over the last ten years 
arc illustrated in Chart 4 below. 

CHART 4. DEFENCE· COMPOSITION 
(1984-85 prices) 
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• the increasing level of outlays devoted to equipment and facilities since 1982-
83 and to housing in more recent years, a trend which is expected to continue 
in the forward estimates period; 

• the relative stability of personnel costs following significant growth in the 
years to 1981-82, which has resulted in their decline as a proportion of total 
defence outlays; and 

• a rapid decline in direct outlays on defence industry. 
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MAJOR POLICY CHANGES 

The period since 1979-80 has seen a number of significant policy changes 
including: 

• disposal of the aircraft carrier HMAS Melbourne, resulting in phasing out of 
naval fixed wing aviation; 

• the publication, ill March 1987, of the Defence policy information paper, The 
Defence of Australia, setting out priority areas for development and signalling 
a move towards a more self-reliant defence posture; 

• implementation of initiatives foreshadowed in the White Paper, including 
acquisition of a second underway replenishment tanker, in-flight refuelling for 
the F / A-18 aircraft, commencement of work on new submarines and to 
enhance defence infrastructure in the west and north of Australia; 

• establishment of the Defence Housing Authority lo improve service housing; 

• significant restructuring of defence production, including: 

- the sale of Williamstown Dockyard to the private sector; 

- the· incorporation of Aerospace Technologies of Australia Pty Ltd embodying 
the former Government Aircraft Factories; and 

- the creation of Australian Defence Industries Pty Ltd, a Commonwealth 
owned company, to operate former defence production establishments. 

Real growth. allocations for defence have been set annually, but at reduced 
levels in recent years. 

1988-89 OUTCOME 

The increase of Sl22m (or 1.6%) on the 1988-89 budget estimate mainly results 
from the establishment costs for ADI ($52m) and ASTA ($!Om), redundancy 
payments associated with the transfer of defence production establishments to ADJ 
($2Sm), togother with a payment to assist in meeting employer superannuation 
liability of Aerospace Technologies of Australia Ply Ltd ($30m). The increase in 
civilian and service salary expenditures exceeded the budget provision (including 
that for contingent salary increases) by Sl6m, largely as a result of National Wage 
Case and related salary and allowance increases. Other contributing factors were: 
higher than expected Fringe Benefits Tax liability ($2lm). mainly in relation to 
housing benefits; and a shortfall in receipts ($39m). attribuiable to reduced sales of 
surplus properties and' obsolete equipment, together with lower than anticipated 
recoveries from other governments for fuel. 

These increases are partly offset by lower than budgeted outlays on defence 
equipment and stores reflecting variations in progress and payment patterns for a 
wide range of projects, and the effect of favourable exchange rate and price 
movements. 
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FORWARD ESTIMATES 

.Defence planning and the acquisition of defence capabilities is a long term 
process. Accordingly, successiv~ governments have provided Defence planners with 
financial guidance for a five year, period-the Five Year Defence Program (FYDP)­
to permit examination of policy ·Options and -new and existing commitments in the 
light of assumptions about future resource availability. For the Five Year Defence 
Program (FYDP) 1990-95, the Government has set defence real growth guidance 
at 2% per annum. This forward guidance is provided for planning purposes and not 
as a fixed commitment: the actual amount allocated is determined each year as part 
of the Budget consideration. 

Defence real growth guidance for 1989-90 was reduced from the previously 
approved level of 1.0% to zero in the measures announced in the Economic 
Statement, April 1989. Only half of this is a reduction in the 1989-90 outlays base 
to which defence real growth guidance applies. The remaining half of the reduction 
relates to 1989-90 only, with offsetting additional resources being available to 
defence through revised arrangements allowing retention of an increased share of 
proceeds from the sale of additional surplus or under utilised properties. 

Outlays growth in. future years will continue to be dominated by equipment and 
stores. A new feature is the predominance in the capital program of two very large 
projects-the new submarines and' the ANZAC ships .. This has important implica­
tions for flexibility within the function. Previously approved capital equipment 
projects have generally accounted for an average of about 65% of funds available 
for capital equipment. The progression of these largo projects concurrently will 
mean that tho degree to which likely capital funds will be committed will approach 
90% for. several ycars,~Takcn together with personnel and retirement benefits, some 
80% of defence outlays will be broadly committed. Consequently, to provide 
flexibility, economies and productivity improvements will need to be pursued' vig­
orously elsewhere within the function. 

I.I PERSONNEL COSTS AND RETIREMENT BENEFITS 

1.1 
1988-89 ;l~!Mt.:1990-91 1991-92 1992-93 

Actual :;BU<llliit'Estlmate Estimate Estimate 
Dtftnce Fore• PerlOrlnel Sm 2262.7 :;l:: 2461.6 2648.7 2764.9 .. 5,g 7.2 7.d ... 
Civilian Personnel Sm 541.1 582.4 599.7 619.0 .. 6.1 

}!!{ 
1.2 3.0 3.2 

Defence ForcH Reliremenl and Sm 485.9 614.0 661.1 705.8 
Doalh llonefi .. (DFADB) .. 6.1 11.7 7.7 6.1 

TOTAL Sm 3289.7; 
~Z: 3658.0 3909.5 4089.7 .. 6.1 · . I.I u 0 
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Included under this item are pay and allowances for Australian Defence, Force 
(ADF) personnel, salaries for civilian staff and the Defence Force Retirement. and 
Death Benefits (DFRDll). The increase in personnel costs in 1989-90 reflects the 
full year effects of National Wage Case decisions, together with the impact of 
changes in various allowances payable to service, personnel. Provision for possible 
future wage rate and allowance increases is included under 1.7 Defence Other. 

Service Personnel 
The objective of the ADF is to plan, develop and maintain forces for contingen· 

cies within Australia's area of direct military interest. ADF personnel are engaged 
on operational duties; in training; or on other tasks related to the development of 
capabilities and which provide a suitable basis for timely expansion. 

Details of ADF personnel numbers are: 

Average Staff Levels 

1988-89 1989·90 1990-91 1991-92 1992-93 
Actual Budget Estimate Estimate Estimate 

Pcnnancnl Forces-
Naval, ,:, 15641 15796 15976 15976 15976 

1.0 I.I 
Military ,:, 31896 32203 32188 32155 32061 

-0.2 1.0 -0.1 -0.3 
Air ,:, 22468 21934 22079 22079 22079 

-0.4 -2.4 0.7 
Reserve.Forces ,:, 3041 3306 3317 3320 3329 

-1.9 8.7 0.3 0.1 0.3 

TOTAL ,:, 73046 73239 73560 73530 73445 
0.3 0.3 0.4 -0.1 

A marginal decrease of 72 in the ADF permanent forces is forecast for 1989-
90. Subsequently, numbers are expected to remain fairly static over the forward 
estimates period. The estimated variations in 1989-90 for each service are: Navy, 
+!SS; Army, +307; and Air Force, -S34. Whilst much of these variations 
represent fluctuations in the size of the training force, a further 181 positions were 
transferred from Air Force to Army following removal of responsibility for battlefield, 
helicopters to the latter service, and a reduction of 174 personnel results from the 
withdrawal from service of the Chinook helicopters. 

It is expected that there will be a reduction of about 120 senior ADF stall' 
positions in Canberra over the next 18 months, resulting from a recent efficiency 
review of the ADF top structure. 

For the Reserve Forces, the average staff levels indicate the full year equivalent 
of the training days allocated for reserve activities. The 30 June 1990 target 
strengths for the active reserves are: 1466 for the Naval Reserve, 26 000 for the 
Army Reserve and 1428 for the Air Force Reserve. The actual strengths at 30 June 
1989 were 1373, 25 242 and 1322 respectively. 
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Civilian Personnel 

Civilians are employed in general administration, policy development, manage­
ment of the capital procurement and facilities programs, and the provision of 
logistics, financial, scientific and technical services to the ADF. 

Total Civilian Staff . • . . • 
% 

1988-89 
Actual 

32325 
-9.8 

Average Staff Levels 

1989-90 
Budget 
25017 

-22.6 

1990-91 
Estimate 

24S5S 
-1.1 

1991-92 
Estimate 

23772 
-3.2 

1992-93 
Estimate 

23336 
-1.8 

Civilian personnel average staffing levels (ASL) for 1989-90 are estimated at 
2S 017, a reduction of 23% from the 1988-89 outcome of 32 325. The full year 
effect of the May 1989 transfer of about 6386 former defence production employees 
to ADI and a further 13S8 who left under redundancy or early retirement arrange­
ments, will result in a reduction of 6456 ASL in 1989-90. In addition, ASL 
reductions totalling 8S2 arc to occur during 1989-90 as a result of further rational­
isation within defence, including a reduction of 300 personnel in defence Central 
and a reorganisation within the Defence Science and Technology Organisation. 

The costs of some personnel discussed above are included in the sub-functions 
1.5 Defence Industry, 1.6 Defence Science and 1.7 Defence Other. 

Defence Force Retirement and Death Benefits (DFRDB) 

DFRDll provides an occupational, contributory superannuation scheme for 
members of the' Defence Force. 

Thdncreased provision for DFRDB in 1989-90 is attributable to: 

• the update of pension rates in July to reflect the 6.8% Consumer Price Index 
increase in the year to March 1989 (S29.9m); 

• increased commutation payments arising from the National Wage case ($3.0m); 

• an increase of 1886 in the projected pensioner population and the full year 
effect of 1988-89 new pensions ($27.3m); and 

• the Government's decision, announced in the Economic Statement, April 1989, 
to restore the DFRDll pension base to the level it would have been had the 
2 per cent discount applied as part of the 1986-87 Budget not taken effect 
($4.7m). 

Trends 

Personnel costs and retirement benefits accounted, on average, for 44% of 
defence outlays in the ten years to 1988-89, peali:ing at S2% in 1981-82, when there 
was a significant increase in ADF salary levels. Since then, they have declined to 
around 41%. This trend is expected to continue into the forward years, with 
personnel costs contributing only some 39% to defence outlays by 1992-93. 
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Permanent ADF numbers have remained relatively stable over the past ten 
years; from a maximum of 73 185 in 1981-82, they have declined to 70 005 in 
1988-89. This reduction is largely the result of a decrease, jn the number of RAN 
personnel from 17 598 in 1981-82to,15 641 in 1988-89 following the Government's 
decision not to replace the aircraft carrier HMAS Melbourne and to disband the 
RAN fixed wing aviation capability. 

The total number of' civilians employed under the Defence function has declined 
from a peak of 41 241 in 1983-84, to a projected 25 017 in 1989-90, largely as a 
result of reductions in the number, of defence production staff employed by Defence. 
Civilian employees in this latter area have fallen from I 5 444 to 306 over this 
period, as defence production activities have been transferred off-budget and ration­
alised. 

Outlays on DFRDB have grown rapidly (averaging real growth of 7% per 
annum) over the last ten years, largely as a result of increases in the number of 
beneficiaries, and indexation of pensions. 

Personnel costs and retirement benefits outlays increased by S62.8m over the 
1988-89 estimate, resulting from National, Wage Case and related salary and 
allowance increases. This was largely offset by a reduction, in DFRDB payments of 
S23.3m and of S60m in the allowance for, contingent salary increa5cs, which is 
recorded under I. 7 ~fence Other. 

Future growth in expenditure on personnel costs and retirement benefits will be 
largely related to wage and salary increases, as service numbers are expected to 
remain fairly stable and civilian numbers are planned to decline by about 2% per 
annum over the forward years. Resources saved in this area will, however, be 
redeployed within Defence to high priority programs. 

The DFRDB scheme is presently under review, but on an existing policy basis 
will grow relatively rapidly as a result of forecast increases in pensioner, numbers 
and the indexation of benefits. 

1.2 DEFENCE EQ'UIPMENT AND STORES 

1968-89 \1 
1.2 Actual ,, 

Ma)o< Projoctund New Sm 1691.0 ::··. 
Equipment .. u 

:~:i~~1! 
14.3 t•.e IU 

SUpportlng Equipment •nd Sm 1016.7 1295.4 1371.2 1419.3 
Maintenance .. 3.5 IU IS.e u 

TOTAL Sm 2707.7 . '2ll2l;f!',: 3348.2 3723.4 4154.9 .. :t• '· . '''.1.''; 14 •• 11.2 1U 
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. Outlays on defence equipment and stores relate to the acquisition of ships, 
atrcraft, and weapons systems, and to providing operating, training and infrastruc­
ture support, for a force structure with capabilities to defend Australia in credible 
contingencies and, to provide a basis for future expansion. 

Major Projects and New Equipment 

Substantial progress has already been made towards a number of the Defence 
White Paper's equipment objectives. Following the recent decision to construct six 
new submarines in Australia, significant activities during 1988-89 include acquisition 
of a second underway replenishment tanker, HM AS Westra/la, and the awarding 
of contracts for upgrading Fll l radar and avionics. 

Payments during 1989-90 largely rel!ect projects approved in earlier years. The 
more significant payments in 1988-89 and provisions for payments in 1989-90 on 
projects already approved arc: 

New Submarine . . • . . . . . . . . . . . . 
New tactical fighter (F/A-18) ....... . 
Australian and US built FFG guided missile frig-

ates ........ ,, .... . 
Scahawk helicopters . . . . . . . . 
Raven HF VHF field communications 
Discon secure communication . . 
Blackhawk utility helicopters 
Basic trainer aircraft . . . 
Percntic light field vehicles . 
Small arms ....•... 
DOG /Destroyer modifications 
Jindalee over-the-horizon radar development and 

upgrade ..... . 
Fl 11 Avionics Update . 
Harpoon missiles . . . . . . 
105mm field gun ..... . 
Standard missile . . . . . . • 
Laser airborne Depth Sounder 
Maritime command support system 
Army medium trucks . . . . . 
Tanker transport . . . . . . . . 
Trucks, Tractors and Semi-trailers . 
Towed Arrays . . • . . . . . . 
ANZAC Ship (preliminary phase) . 
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1988-89 1989-90 
Sm Sm 
373 488 
387 213 

6S 182 
83 108 
28 SS 
36 S2 
87 51 
so 46 
47 43 
23 34 
32 33 

26 25 
s 25 
s 23 

28 22 
7 22 
7 16 
2 IS 

24 12 
7 12 
4 12 
I I! 
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The 1989-90 Budget figures also contain an allowance of $123m to begin new 
projects accorded a high priority in the Defence White Paper. A Government 
decision on the large ANZAC frigate project is expected shortly. Other, projects 
to be considered later include phases of a major new logistics computer system, 
improved electronic support measures for P3C aircraft, the first one or two radars 
for the new network of over-the-horizon radars, further Raven combat radios, 
introduction of a range of computer systems in support areas, further progress 
with mine countermeasures capability and acquisition of further light field vehi· 
cles. Details of new initiatives will be announced in due course by the Minister 
for Defence. 

Australian industry continues to participate in the development 0£ defence 
capabilities through production of equipment such as the FFG Guided Missile 
Frigates, Army trucks and light field vehicles, JOSmm field guns, the new family 
of small arms weapons, the Discon secure communications system, ovcr·thc­
horizon radar, VHF and HF field radios, assembly of F / A-18 aircraft and new 
helicopters and the submarine project., The ANZAC Ship will be the most 
important project other than the New Submarine, involving significant Australian 
industry participation. 

Supporting Equipment and Maintenance 

Outlays under this category arc for supporting equipment and stores for Defence 
Force training and exercises, and for repairs and maintenance of ships, aircraft, 
vehicles, and other equipment. The increase of $109.0m in 1989-90 largely reflects 
variations in repair and replenishment programs; higher activity levels resulting from 
exercise Kangaroo 89, price increases, particularly for liquid fuels, and commercial 
cost recovery by ADI and AST A following the conversion of defence production 
establishments to company structures. 

Trends 

Given the multi-year nature of many equipment projects, expenditure in this 
category heavily reflects the impact of earlier decisions. Defence equipment and 
stores averaged 35% of total defence outlays over the ten years from 1979-80, 
declining to 27% in 1981-82 and then growing rapidly as new equipment projects 
got underway to peak at 40% of defence outlays in 1986-87. Outlays for 1989-90 
and the preceding two years are in line with the average. 

Outlays for this sub-function in 1988-89 were lower than budgeted, largely as a 
result of variations in payment patterns and progress on a wide range of projects 
and savings r<Sulting from lower fuel prices. 

Equipment and stores outlays arc planned to increase from 35% to 40% of total 
defence outlays over the forward estimates period. 

As indicated earlier, commitment to two of the largest defence equipment 
projects-new submarines ($4.3 billion over approximately 14 years) and the 
ANZAC frigates ($3.6 billion over some l S years)-will absorb a very high 
proportion of available capital funds for several years, until other projects draw to 
a conclusion. Flexibility to introduce other new proposals will be constrained, unless 
efficiencies and economics can be generated elsewhere within defence outlays. 
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1.3 DEFENCE FACILITIES 

1988-89 '1989"90'. 1990-91 
1.3 Actual 

1991-92 1992-93 
,9UcJiieLEst1mate Estimate Estimate 

Bulldlng1 and Capital Worka $m 265.2 :,' : 305:4' 283.8 305.6 235.4 .. -10.3 '1~:'2 -7.1 7.7 -23.0 
Repair• and Maintenance $m 149.4 '175,4 199.0 202.7 212.9 .. 2.3 17,4 13.S f,g 5.0 
TOTAL $m 414.6 ' 480.9 482.9 508.4 448.4 .. -6.1. ',f8.Q 0,4 5.3 -11.8 

This item covers the development of bases, airfields, communications stations, 
training and other facilities necessary to support the ADF and its operations, 
including the provision of single living accommodation for service personnel and 
office accommodation for the Department of Defence. 

Buildings and Capital Works 

Expenditure on facilities in 1989-90 mainly relates to continuing progress on 
projects approved in, previous years. These include (expected payments in 1989-90 
shown in brackets):, School of Military Engineering, Casula, NSW ($13.0m); 21 
Supply Battalion Warehouse, Moorebank, NSW ($10.0m); upgrade of Army living. 
in accommodation at various locations ($24.3m); redevelopment of HMAS Coona­
warra, NT ($6.Sm); Stage 2 development,, RAAF Base Townsville, Qld ($12.Sm); 
and training facilities for, Army at Swanbournc, WA ($8.9m). 

In addition, an allowance of SB.Sm is included for initial expenditure on major 
new proposals, such as working and living facilities for 2 Cavalry Regiment in 
Darwin, NT; redevelopment at HMAS Stirling, WA; and development of RAAF 
Base Wagga, NSW. 

Repairs and Maintenance 

The increased expenditure for this item largely reflects introduction of a fee for 
service by Australi~n Construction Services. 

Trends 

The facilities item has remained relatively stable over the past ten years, 
averaging 5% of defence outlays. It is expected that the item will continue at 
broadly this proportion over the forward years. 

Outlays for this sub-function in 1988-89 were S l 4.6m lower than budgeted, 
largely resulting from slowing of a number of projects, partly as a consequence of 
adverse weather conditions. 
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1.4 DEFENCE HOUSING 

1988-89 1989~90.'.'1990-91 1991-92 1992-93 
1.4 Actual .ilUcin;;i:'Estlmata Estimate Estimate 

Capital Subvention to OHA Sm 42.7 ..... ·:57,4·:, 66.3 78.2 90.8 .. -42.8 . ·~·j· 16.8 17.g 16.2 
Rent Payment• lo CHA Sm 152.8 :.· ·11M· 189.3 205.9 217.3' .. 133.5 . "t4.t. u 8.7 6.8 
Rent Rec0Yerle1, Sm -55.6: . -Sif -69.4 -72.7 -75.7 .. 7.7' 1~1 g,6 4.8 4:2 
Other Houllng Payment• Sm 0.7: ,,;..:. .. .... o .. ·Atio.o .. n.e. n.•. n.a. 
TOTAL fm 140.6 "':1~~; 186.3 211.3 232.4 .. -10.4 . . 11.1:. 11.7 13.4 10.0 

Subsidised housing is provided for eligible ADF personnel. The Defence Housing 
Authority (DHA) now administers the Defence housing stock of some 24 000 
dwellings OU' a commercial basis. The Authority charges Defence commercial rents 
for the houses under its control and is responsible for maintenance, rental payments 
on leased properties, and for capital payments to improve the housing stock. 

Rents to DHA and Rent Recoveries 

These items relate to payments of market rents to the DHA by Defence and 
recoveries from members of the ADF under the Group Rent Scheme. 

Rent recoveries from ADF personnel, estimated at $63.3m for 1989-90, represent 
some 37% of the market rent of SI 72.Sm paid by Defence; the subsidy of 63% is a 
major source of Dcfence's Fringe Benefits Tax liability. 

Outlays under this category do not include some $38.Sm for Temporary Rental 
Allowance for ADF personnel renting non-Defence housing, or about $21.6m for 
Temporary Accommodation Allowance paid to service personnel occupying hotel­
type accommodation, these amounts being included under 1.1 Personnel Costs and 
Retirement Benefits. The Fringe Benefits Tax liability of $74.8m for housing rental 
assistance and related benefits paid to service personnel is included under /:7 
Defence Other. 
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Capital Subvention to DHA 
Additional capital funds arc provided to the DHA through loans from the 

Budget at the long term Bond rate. $57.4m has been allocated for this purpose in 
1989-90. 

Together with retained earnings of the DHA generated from commercial rents 
charged to Defence, these funds will allow continued progress towards meeting ~he 
Government's undertaking to invest $750m over IO years for defence housmg 
improvement. Until. that undertaking has hecn met, interest received by the Com­
monwealth on Budget advances is reinvested in the DHA. 

Arrangements for the renegotiation of Commonwealth State Housing Agree­
ments (Servicemen) (CSHA(S)) with the States, involving sharing between the 
Commonwealth and the States of equity and debt in houses constructed under the 
CSHA(S) are well advanced. An off-budget borrowing program of $Sm in 1989-90 
is· available to DHA to facilitate new arrangements. 

Trends 
Payments for housing. accounted, for less than I% of defence outlays prior to 

1985-86, but have since risen to 2% as greater emphasis has been placed on 
improving the quality of housing available for service. families. Since l 978-79, the 
housing subsidy to service families has increased from about 40% to the present 
level of 63%. 

On the basis of existing arrangements, the level of subsidy for service housing is 
expected· to increase slightly, to 65%, over the forward years. Loans to DHA to 
assist in financing the $7SOm defence housing improvement program also grow over 
the forward estimates period, largely reflecting the reinvestment of interest received 
from the on-budget loans to DHA. 

A new housing assistance scheme for service personnel who enlisted after 
14 May 1985 will' come into operation during May 1991, whereby eligible members 
of"the ADF will be entitled to an interest subsidy of 40% of the prevailing market 
rate on· home loans up· to $40 000 .. Loan subsidies will be available for a maximum 
of 20 years. The costs of this scheme will be met from within defence outlays. 

Outlays for defence housing were $9.8m higher than budgeted in 1988-89, largely 
as a result of increased rent payments made to DHA. 
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1.5 DEFENCE INDUSTRY 

1.5 
1988-89 1~~~·.'1990-91 1991-92 1992-93 

Actual :eiid11et:est1mate Estimate Estimate 
O.ftnce Production $m 231.4 1~s,~. 137.4 73.8 63.0 .. 1.S -'¥1.t -s.s -f8.3 -t•.1 
Aero.pace T.ehnologl&1 of $m 50.9 ~;2 

Australia .. -38.~ """·4 -100.0 n.c. n.• . 
Australian Defence lnduatrles $m 51.7 . ~M 48.7 39.6 29.6 .. ·.io.'t -21.1 -ts.s -16.3 
TOTAL $m 334.0 '23Z8 186.1 113.4 92.6 .. tt.O ·:.~~ -20.t -.0 -1•.4 

. The Gov.emment aims to foster an industrial base for tho development, produc­
tion an~ mamt.enance of ~to_res and equipment where timely and independent local 
supply 15 of pnme strategic importance to Australia's defence. 

Maj?~ activities. include ~he repair and refit of RAN vessels; the supply of 
ammumt1on, explosives, equipment and maintenance services to the ADF· the 
developm~nt of products and the maintenance of manufacturing capacity req~ired 
on strategic grounds. 

Defence Production 

In previous years this item covered payments to Office of Defence Production 
(ODP) ~tablishments for operating expenses, capital· advances, new equipment and 
stores. With the transfer of most ODP establishments to ADI Pty Ltd in May 1989 
the ?•lure of expenditure under this item changed and outlays are now expected t~ 
declme. 

From 1989-.9?· the item covers payments, including to ADI, for Defence required 
sup~rt capab1~ty, ~~ the operation by Defence of the Explosives Factory, 
Manbyrno~g, Vic until its planned closure in 1991-92. Also covered is expenditure 
on completion of facilities projects by Defence at ADI establishments including the 
transfer of manufacturing capability from the closed Albion Explosiv~ Factory Vic 
to the Mulwala Explosives Factory, NSW (to be completed in 1992). ' 

Aerospace Technologies of Australia 

This item covers payments to Aerospace Technologies of Australia Ply Ltd 
(ASTA), a Government owned company, established to operate the fonner Gov­
ernment Aircraft Factories, Vic. Payments arc made for costs incurred in setting up 
the company and include compensation for losses on defence contracts taken over 
by. ASTA, restructuri~g costs and payments to complete already commenced ma­
chinery, ~!ant and equipment purchases. Setting up costs of this nature are expected 
to cease m 1989-90. 

In 1988-89, in addition to similar set-up costs, a once-<1nly payment of $29. 7m 
was made to a trust fund to assist in meeting employer liabilities for ASTA 
~mployees who are members of the Commonwealth Superannuation Scheme. This 
lS preparatory to the proposed sale by the company of a minority interest in the 
AST A subsidiary AST A Aircraft Services Pty Ltd. 
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Australian Defence Industries 
S67.3m is provided in· 1989-90 for set-up costs associated with the creation of 

Australian Defence Industries Pty Ltd (ADI), a wholly owned Government com­
pany established in May 1989 to run the Defence factories and Garden Island 
dockyard, NSW. The payments include amounts for employee liabilities transferred 
to the company; restructuring costs, completion payments for machinery and plant, 
and loss adjustments on defence contracts taken over by the company. 

In addition0 assets and liabilities (including real property) of specific ODP 
establishments presently valued at some S280m have been transferred to ADI. This 
will fonn the basis of the initial capital structure of the company which will, under 
deeds of agreement, consist of both debt to the Commonwealth and a Common­
wealth shareholding. 

Trends 
Outlays on defence industry averaged 4. 7% of total defence allocations over the 

ten. years to 1988-89. During this period, however, the defence industry share grew 
rapidly from 4.1% in 1979-80 to 6.3% in 1983-84, with the creation of the Depart­
ment of Defence Support and increasing. investment in plant, equipment and 
facilities. The proportion of defence outlays devoted to this sub-function later 
declined to 3.2%,. coinciding with the amalgamation of the departments of Defence 
and Defence Support. An increase in outlays over the period 1987-88 to 1988-89 
was largely the result of costs associated with the modernisation of production 
establishments and dockyards. 

Outlays on defence industry are expected to fall significantly during 1989-90 as 
a result of: 

• privatisation initiatives: the sale of Williamstown Dockyard, Vic, early in 1988 
and the sale of the Aircraft Engineering Workshop at Pooraka, SA; 

• the closure of the Albion Explosives Factory, Vic, in July 1988; and 

• corporatisation initiatives involving the creation of Aerospace Technologies of 
Australia Pty Ltd, in 1987 and Australian Defence Industries Ply Ltd. 

Outlays on defence industry were higher than budgeted in 1988-89. This mainly 
resulted from increases of SSl.7m and Sl0.3m respectively for establishment costs 
for ADI and ASTA, S29.7m for employer superannuation liability for ASTA, and 
S25.0m for redundancy payments. 

The figures for the. forward estimates reflect trends already evident over the last 
few years, with outlays under this item declining steadily as a proportion of the 
total defence allocation to about 0.9%. Expenditure on Defence production is 
expected to fall in 1991-92 when the Explosives Factory Maribymong, Vic, is 
planned to be closed. 

1.6 DEFENCE SCIENCE 

The Defence Science and Technology Organisation (DSTO) provides scientific 
and technical advice on matters relating to defence policy, supports the Services in 
the selection of defence equipment, develops selected prototype military equipment, 
assists in the transfer of technology to defence-related industries and develops its 
technology base to meet future needs. 
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DS~O activ~ties in 1989-'J? will be directed towards improving its technology 
~se,. wit~ particular emphasas on providing support to key defence· capabilities 
1dcntdled m the Defence White Paper: intelligence, surveillance (including over-the­
horizon radar), mine warfare, and command, control and communications; 

Attention continues to focus on translating DSTO work into commercial prod­
ucts ~o~ d~velopment and ma~keting· by Australian industry. As part of the com­
mcrc1ahsat1on process, DSTO IS examining proposals from a number of companies 
to lea_sc, . manage and operate the W oomcra instrumented range on behalf of the 
organasataon. 

The DSTO provision covers salaries and other administrative and operational 
expenses for its research establishments and $8. 7m for research and development 
work contracted out to universities and industry. 

The increase of S8.4m in 1989-90 derives from the requirement to meet the full 
cost of guarding ~rvices provided by the '."'ustralian Protective Service ($3.lm); the 
purchase of essential components for the Joint development, with CSIRO of a low­
cost high-definition imaging radar system ($1.3m); construction of a high' frequency 
radar facility for the Surveillance Research Laboratory (S4.4m) and a weapons 
performance simulation facility for the Weapons Systems Research Laboratory 
($2.3m), which are both located at Salisbury, SA. 

Trends 

Outlays on this category have averaged 2. 7% of total defence allocations over 
the ten years since 1979-80, with a peak of 3.1% in 1981-82 declining to 2 5a. 1·n 
1989-90. ' . "' 

Outlays arc forecast to decline slightly as a proportion of total defence outlays 
to about 2.2% by 1992-93. 

1.7 OTHER DEFENCE OUTLAYS 

1.7 
1988·89 ·1~~9Q ,1990-91 1991-92 1992-93 

Actual ·BudiiGI: 'Es11mate Estimate Es11mate 
Dtf•nce Co-Operation Program Sm 60.6 . -. 74;2 .. 71.7 74.4 76.0 

'II> 6.3 
. ~ ~· . 

·22.4· -:u 3.1 2.1 
Natural Di Miter• and Civil Sm 7.4. 7.5 8.1 8.5 8.9 

Defence 'II> 6.6 1~~:. 1.7 4.6 4.2 
General Administration Sm 827.0 1037.8 1074.6' 1120.1 

'II> 111.2 ·ift;·;: 2.6 3.6 4.2 
Recowri•• and Repayments Sm -201.3 ~~;p -186.9 -167.1 -173.8 .. 41.3 · 1,,i. -21.1 -10.e 4.0 
Provllion fOf Contingent Salary Sm ·eo.o 100.0 90.0 90.0 

and Relaled Increase• 'II> n.•. ~ .. ;, 25.0 -10.0 
TOTAL Sm 693.7. ~q 1030.8 1080.3 1121.2 

'II> 11.5 : ."4.4 10 .• 4 .. .u 
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Defence Co-operation Program 
Australia supports defence co-operation activities with regional countries as part 

of its bilateral relationships with governments which share similar strategic interests. 
The program reinforces Australia's long-term security prospects by helping to 
strengthen the strategic integrity of neighbouring regions through a range of bilateral 
international defence activities. 

Under this sub-function. in 1989-90, $40.9m is allocated to Papua New Guinea, 
$19.0m to South Pacific countries and $14.lm to various South East Asian nations, 
principally for training and to assist with equipment-based projects (such as the 
Pacific Patrol Boat), combined with exercises and professional exchanges. 

Major activities for 1989-90 include: 

• facilities for the relocation of the Papua New Guinea Defence Force Air 
Transport Squadron from Lae to Port Moresby; 

• development of a patrol boat wharf and associated facilities at Lombrun, 
Manus Island; 

• assistance to Papua New Guinea in developing a rotary wing capability 
including the supply of four UH· IH helicopters; 

• continued development of pers-0nnel exchanges with Malaysia and Thailand; 
and 

• providing Pacific Patrol Boats to Tonga and the Federated States of Micro­
nesia. 

Expenditures for the South Pacific and South East Asian region are expected to 
continue at current levels during 1990-91 and 1991-92, with a slight increase in the 
South Pacific component in 1992-93. A reduction in expenditure for Papua New 
Guinea is expected, following the initial implementation of a Rotary Wing Helicop­
ter project in 1989-90. 

Natural Disasters and Civil Defence 
The Natural Disasters Organisation co-ordinates Commonwealth assistance in 

response to disasters in the States, Territories and overseas countries in the South­
West Pacific, as well- as providing assistance in counter-disaster preparedness . 

General Administrotion 
This category comprises Fringe Benefits Tax (FBT), rent, movement and storage 

expenses, office requisites, postage and telephones, fuel (but not fuel for service 
operational activities), light, power and water freight, security of premises, medical 
and dental services, computer services and consultants. Increases relate in part to 
price variations, but also include $29.Sm for increased FBT liability, mainly in 
relation to housing benefits, $30.9m for Comcare premiums and S42.9m for rent 
charges, and fees for services provided by the Department of Administrative 
Services; Increased provisions arc also included under this item for administrative 
aspects of major military exercises, particularly exercise Kangaroo 89 (S21.6m). 
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Recovtrits and Rtpaymtnts 

Included. under this heading arc charges made for meals and accommodation at 
Defonce establishments ($42.9m), Defence Co-operation recoveries ·($3.6m), pro­
ceeds from the disposal of obsolete defence equipment and stores ($18.9m), sales 
of aircraft and other military stores ($16.Sm) and defence-related recoveries from 
other governments ($32.3m). 

Estimated receipts of $70.4m in 1989-90 relate to tho defence share of proceeds 
from sale of surplus land and buildings. Major receipts from sales that arc not 
attributable to defence outlays arc shown under BE Administrative Strvices and 
9D Asstts Sales. 

For defence properties previously declared for disposal under revenue sharing 
arrangements, but not yet sold; Defence will receive half of tho not proceeds after 
sales and relocation expenses with the balance accruing to tho Budgd generally. 
New arrangements apply for additional properties identified for disposal in 
1989-90, up to the value of $73m. Under these arrangements, revenues from tho 
sales to the value of $36.Sm (equivalent to 0.5% real growth in. defence outlays) 
will accrue entirely to Defence; for the remaining $36.Sm, gross revenue will be 
shared half to Defence and half to the benefit of the Budget generally. Receipts 
from further sales beyond those revised arrangements will be shared as in 1988-89, 
namely Defence will receive half of the net proceeds after sales and cost effective 
relocation expenses, with tho balance accruing to the Budget. 

Provision for Contingent Salary and Related Increases 

The budget estimates include a provision of $80m to meet contingent salary and 
related increases. This allowance, like the general contingency allowance, is not 
appropriated as a specific amount at Budget time; instead, additional appropriations 
as necessary are effected during tho course of tho year. 

Trends 

Other defence outlays averaged 7.0% of total defence allocations during the ton 
years from 1979-80, but are expected to remain at around 11.1% over tho forward 
years. Tho higher percentage results partly from more costs being brought to account 
(cg rent, fringe benefits tax, Comcare premiums, protective services) than in earlier 
years. 

FURTHER REFERENCES 

Annual reports, particularly the Defence Rtport and those of tht Defence Science 
and Ttchnology Organisation, the Deftnct Housing Authority and Aerospace 
Technologies of Australia 

Budget Paper No. 3, Portfolio Program Estimates 

Tht Dtftnce of Australia, tht Dtftnce policy information paper published in 
March 1987 

Portfolio Explanatory Notes (Budget Related Paper No. 8) for Defence 
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2. EDUCATION 

OVERVIEW 

1988-89 :1989~!1()· 1990-91 1991-92 1992-93 
Actual · ·:BiJagii;;.Estlmate Estimate Estimate 

Tertiary Education $m 2913.1 3368.5· 3674.4 3869.4 3972.5 
2.1 

.• .. ·.:,~· '"' 5.3 2.7 
% 2.5 

School• and Pre11ehool1 $m 2119.6 .• 21~.5,· 2348.0 2473.1 2573.7 
2.2 

% 8.7 . ~.~ 7.2 5.3 '·' 1265.9 1328.6 
Student Atlistanc• $m 930.8. <~ic 1171.4 

2.3 ... ii.Z I.I 5.0 % 11.2·· 12.2 

General Admlniauatlon $m 85.6 !!g.l' 86.1 81.5 86.8 
2.4 

% -1.0 · t;r -tl.5 -5.3 6.5 

Sm ·5.2 ~5.a -5.7 ·5.7 -5.7 
2.5 RecowrlH 

% n.•. .... ,,.~. -2.3 

$m 6043.9 ·;~.s: 7274.3 7684.3 7956.0 
TOTAL 

% u 10.7 ..• u 3.5 

The Budget and forward estimates do not include any allowance for Commonwealth 
sector wage and salary increases after the Budget in each year. An allowance for 
such increases is included in 9C. Contingency Reserve. . . 
Outla s under this function are adjusted annually by specific scc~oral indices. such 

85 
th:Schools Price Index. This may result in patterns of growth m ou~lays shght17 

different from those appearing in this document which rcftects the umform appli­
cation of the non-farm GDP price detlator. 

• Total outlays on Education are expected to incre~ ~y ~·~m 
or 10.7% (4.1% in real terms) in 1989·9!· and existmg pol1C1es 
imply significant, though declining, real mcreases over the for· 
ward years cumulating to 11.8% by 1992-93 • 

• As Illustrated In Chart 1, education outlays are .forecast to 
account for 7.7% of total Commonwealth outl~ys ~n 1989-90, 
compared with 7.4% In 1988-89. This proportion 1s expected 
to Increase marginally over the forward years. 
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CHART 1. EDUCATION 
Proportion of Total Outlays and Function 

1989-90 

Total Outlays Edut'ation 

• The main sources of real growth in 1989-90 are: 
- an increase in higher education student intakes of 6500 in 

1989 and 12 300 in 1990, resulting in additional outlays of 
$97.2m, an expanded higher education capital program of 
$37m and the effect of changed payment arrangements in 
1989 of Sl15m; · 

- continued real increases in general recurrent. per capita fund­
ing for schools ($59.4m); and 

- a further increase in outlays on student assistance as student 
numbers grow ($51.5m). 

• Growth over the forward estimates years largely reflects: 
- continuing increases in higher education funding over the 

remainder of the current triennium, partially offset by in­
creased collections under the Higher Education Contribution 
Scheme (HECS) and fewer budget-funded places for overseas 
students; and 

- increased real per capita funding for schools. 
• Budget measures have added a total of $55m to outlays in 

1989-90 and $385.Sm over the forward estimates period, arising 
primarily from: 

- the Aboriginal Education Strategic Initiatives Program to 
commence on 1 January 1990, replacing existing Aboriginal 
education programs and providing increased funds ($6.4m in 
1989-90, $15.4m in 1990-91 and Sl7.5m in 1991-92 and 
1992-93); 

3.64 

~; 

- the planned replacement from 1990 of the current subsidised 
oYersea student program with a full fee/scholarship arrange­
ment (S21.7m in 1989-90, $30m in 1990-91 and S32.9m in 
1991-92); 

- policy changes announced in the May 1989 Science and 
Technology Statement; 
: greater funding for higher education research infrastructure 

(S12.9m in 1989-90, S33.5m in 1990-91, S45.5m in 1991-
92 and $50.7m in 1992-93); and 

: increases in the number and value of Commonwealth post­
graduate research awards ($2.9m in 1989-90, S10.8m in 
1990-91 and $13.2m in 1991-92 and 1992-93); and 

- additional funding for migrant education ($5.4m in 1989-90 
and $10.8m each year thereafter). 

PURPOSE 

The principal purposes of Commonwealth involvement in education arc: 

• to provide in conjunction with both State and non-government authorities, an 
education system capable of satisfying the legitimate aspirations of individuals 
from all socio-economic backgrounds and the requirements of industry and the 
community; and 

• to improve social justice by expanding the educational opportunities of disad­
vantaged students. 

NATURE OF EDUCATION OUTLAYS 

Approximately 74% of the Commonwealth's outlays on Education arc in the 
form of specific purpose grants to the States. 

Assistance is also provided to individuals in the form of means tested income 
support for students (mainly through AUSTUDY and ABSTUDY), and postgrad­
uate awards for higher degree students selected on the basis of academic merit. 

Payments under this function arc offset by the Higher Education Contribution 
Scheme (HECS), the Overseas Students Charge (including charges subsidised by 
AIDAB for students from developing countries), and recoveries from the States in 
respect of the superannuation costs of higher education staff belonging to the State 
schemes. 

The running costs associated with the Education function in the Department of 
Employment, Education and Training arc also included. 
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TRENDS IN EDUCATION OUTLAYS 

The general pattern oftotal Commonwealth outlays on ·Education has been one 
of modest steady growth in real terms over the lut 10 yean, though with a slight 
decline in 1986-87 and a more pronounced decline in 1988-89. The decline in 1988· 
89 largely reflects the one-ofl" effect of a revision to the payment arrangements for 
higher education operating and designated recurrent grants in 1989, which equalised 
payments in the first and second half of the calendar year, thus reducing 1988-89 
outlays relative to the previous and following yean. 

The major source of real growth over the past ten years has been an increase 
in outlays for student assistance which has grown by an average annual rate of 
6.8% real since 1979-80. About half of this growth was attributable to higher 
payments to secondary students, overwhelmingly because more students became 
eligible (increased participation in Year 12 was a small additional factor). Almost 
all of the rest reflects increased maximum rates of tertiary and secondary allowances 
as student payments were aligned with unemployment benefit rates in 1988, and 
about one-tenth of the growth reftecti increased participation in higher education. 

Outlays on blper education have experienced moderate real growth over the 
past ten years and this trend is expected to continue over the forward estimates 
period. The costs of the major expansion of higher education over the forward 
estimates period is being partially offset by: 

• increasing collections under HECS which are expected to rise from $12S.3m 
in 1990-91 to $200.lm in 1992-93 (both through up front payments and 
taxation system collections); and 

• reduced funding for places for overseas students resulting from the phased' 
replacement from 1990 of the current subsidised overseas student program (a 
reduction of $3S.4m in 1990-91, increasing to $70.Sm in 1992-93). 

Higher education funding levels for 1992, affecting the estimates for both 
1991-92 and 1992-93, will be decided later this year (under the rolling 
triennium arrangements). 
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Outlays on school• have shown moderate, but consistent, real growth'. predomi· 
nantly owing to increasing per capita recurrent gra.nts but also ~~fleeting demo­
graphic factors, higher retention rates, and a change m the compos11lon of students 
between government. and non-government schools. 

Outlays in total are expected to grow moderately in. real terms over the forward 

estimates years. 

$Billion 

CHART 2. EDUCATION 
(1984-85 prices) 
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MAJOR POLICY CHANGES 

IJill~·~::!.ce 
lWJ~~~-Schools 
fil~~~!!~~n 

Over the ten year period since 1979-80 the main policy measures affecting 
education outlays have been: 

• the introduction of the Higher Education Administration Charge (HEAC) in 
1987 (-$188.Sm over the calendar years 1987 and 1988 offset in part by 
greater outlays on AUSTUDY of $53.Sm); 

• a package of reforms for higher education outlined in the Government's Policy 
Statement on Higher Education (White Paper, July 1988), including the 
creation of an additional 40000 new intakes over the 1989-91 triennium 
($429.3m in December 1987 prices), increased capital funding for 100 major 
new capital projecl$ ($213.9m over the triennium) and the replacement of 
HEAC with. the Higher Education Contribution Scheme (HECS) (-$369.6m 
over the triennium compared to anticipated HEAC collections of $ l 9Sm over 
the same period); 
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• a commitment to increase substantially real, per capita funding for general 
recurrent grants to both government and non-government schools for the 
period 1985-92 (S416m); 

• the restructuring of student assistance schemes in 1987 and 1988 to improve 
the incentives for students to undertake .post-compulsory secondary and ter­
tiary studies ($130m); and 

• the commencement of ACT self-government in May 1989; resulting in reduced 
Commonwealth outlays. under this function (-S214m). 

1988-89 OUTCOME 

Outlays for 1988-89 were $263.0m ( 4.2%) less than the Budget estimate. The 
major factors were: 

• lower outlays than forecast on higher education (-$134.2m) resulting mainly 
from account not being taken of the timing of an adjustment for the HEAC 
($98m); 

• lower than expected growth in take-up of student assistance (AUSTUDY 
-SS3.3m and ABSTUDY -SS.Sm); and 

• lower payments than forecast for TAFE (-$4S.4m) primarily as a result of 
delays in payments of 1989 capital caused by one State not meeting the 
procedural requirements for payment (-$26.2m) and removal of the ACT 
TAFE as a Commonwealth institution following ACT self-government 
(-Sl7.6m). 
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2.1 

2.1 TERTIARY EDUCATION 

Higher Education 

Grant• to th• Stat ea and 
Commonwealth lnlt\tutions 

Payment to Higher Education 

Trust Fund 
Other Higher Education 

1988-89 
Actual.: 

;!1990-91 1991-92 1992-93 
· lmate Estimate Estimate 

Sm 2464.1 26\o.5 : 2829.o 2948.6 3008.8 

""·' 225.1 
~ii' 

470;~' 

1~~0 ···.,~u" 
'M> 

Higher Education In the ACT (a) $m 

-fll.e · · ·~1b:f' 
30.4 ,. 

1.4 

500.S 
11.4 

13.0 
3.7 

4,2 

523.3 
4.5 

13.9 
e.9 

2.0 

522,6 
-0.t 

14.5 
4.0 

Poll Graduate Awards 

ACT Truet Account (b) 

Sub-Total Hlgh1r Education 

TAFEGrant1tothe StatH 

TAFE In the ACT (a) 

OlherTAFE 

SUb-TOlal Tachnlcal and 

Further Education 

OV.rM&• Student Charge 

Contribution for Student• from 

Developing Countries (c) 

TOTAL 

n.a. · -..·,~~9"'·: 
24.4 ... 32.5\ 

'M> 1.2 #.i. 
Sm -32.3 .. 

n.•. 
37.5 

15.11 

n.a. 
43.6 

111.0 

n.•. 
45.0 

3.3 

:. 21:S~~ . 3~~:.' ~~ n.a. n.•. 
3529.4 359Q.9 

'M> ·2U ·,Rf;i<. 
Sm 45.1 . ··" 

'M> 

$m 

'M> 

$m 
'M> •U : . c'>"$1,j 

~ ~;:: :;i&~' 
'M> •II.I, ·c',,0#,1; 

$m 2913.1 . '3368;5'' 
2.5 , .. : ;ti.f; 

4.4 1.7 

381.5 399.7 
M 5,0 4.8 

n.a. 
0.5 0.5 0.5 
3.e a.2 1.7 

363.7 382.0 400.2 
4.4 5.0 u 

-36.1 -22.8 -11.4 
-n.o -311.7 -.9 

-33.6 -19.1 -7.1 
-.3 -43.2 -62.• 

3674.4 3869.4 3972.5 
2.1 

(a) Outlays on higher education and TAFE in the ACT for 1989-90 and the forward years arc zero. reflecting 
the advent of self government for the ACT from 11 May 1989. 

(b) This amount represents Commonwealth specific purpose payments to the ACT Trust Account prior to 
ACT self-aovcmmcnt. For an explanation of the operation or the ACT Trust Account in 1988·89 see 
Budact Paper No. 7. 

(c) Sec corresponding outlays shown in SC. Foreign, Affairs and Overseas Aid. 

The Commonwealth almost fully funds higher education and provides about one 
fifth of the funds for the State and Territories TAFE systems. 

Both progralll$ have a calendar year, rather than financial year, basis and 
financial year estimates arc produced by combining the relevant six-monthly periods 
of calendar year programs. The grants under these programs arc supplemented 
retrospectively for all price movements up to the start of a program year and for 
wage and salary increases during the program year. 
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Higher Education 

. !h~ Co~onwealth provides operating and capital grants to higher education 
1nshtuhons (VIa the States) under the Higher Education Funding (HEF) Act 1988 
and payments to Commonwealth institutions through the annual Appropriation 
Acts. 

Fun~i?g is provided on a rolling triennium basis and determined each year for 
the. add1honal f~rw~rd. calendar year to provide a stable, long term. planning 
e~v1ro.nment for msht~ttons. Outlays approved by the Government for the 1989-91 
tnenmum arc shown ID the following table. A decision on 1992 funding will be 
made later in 1989. 

Higher Education Programs-Calendar Year Basis (Dec 1987 prices) 

TyMofGrant 1988 
SIN 

Operating 2614.8 
Other Recurrent 5.4 
Research . 13.0 
Capital 82.7 

Total 2715.9 
less 

HECS offsets. 98.4 
Superannuation recoveries 10.0 

Total 2607.5 

1989 % Chanp 
Sm on 1988 

t990 
Sm 

199/ 
Sm 

2 744.6 
7.4 

15.0 
126.7 

2893.8 

90.2 
23.0 

2 780.6 

5.0 
37.0 
15.4 
53.2 

6.6 

2 789.8 
7.4 

58.7 
145,4 

3001.3 

2871.3 

6.9 
95.6 

177.2 

3 IS0.9 

-8.3 109.3 134.7 
130.0 25,8 28.6 

6.6 2 866.3 2 987.6 

. Th~ increased capit~I. and recurrent funding for higher education programs 
pnmanl~ rcHccts the dc~mons taken last year to increase student intakes by a total 
of 6500 ID 1989; 12 SCJ? ID 1990 .and 17 100 in 1991. Those increases, together with 
the How-on effects of IDCrcases ID previous years, will generate a total increase of 
49 000 places over the 1989-91 tricnnium. There will be a How-on effect of a 
further IS 000 places after 1991. 

In additi~n, a further $12.9m is being provided in 1989-90 ($33.Sm in 1990-91) 
for research mfrastructure as announced in the Government's Science and Technol­
ogy Statement of May 1989. 

. Since the introduction of the Higher Education Contribution Scheme (HECS) 
~n J~nu.ary 1989, a proportion of total operating grants for State and Commonwealth 
1nshtut1ons has been paid to institutions through the Higher Education Trust Fund. 
Under HECS, st~dcnts make a. contribution ($1800 per full-time academic year in 
1989, a~d an estimated $1884 m 1990), equivalent, on average, to 20% of tuition 
°?"ts with payment made either at the time of notification of liability (with a 15% 
discount> or as a delayed payment through the taxation system when the student's 
taxable mcomc reaches $22 000. 
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Contributions from students under HECS arc expected to make an increasing 
contribution to funding the expansion of the higher education system. In 1989-90, 
the first full budget-year of HECS, an offset to outlays of $107.7m is expected, 
comprising $9.9m from receipts through the taxation system (received for the first 
time in 1989-90) and $97.8m through up-front payments. (up from $34.lm in 
1988-89). 

Post-Graduate Awards 

The Post-Graduate Award (PGA) Scheme provides annual awards, based on 
academic merit, to selected higher education students undertaking Masters and PhD 
programs at Australian higher education institutions. Following a review of the 
Scheme in 1988 by the Wilson Committee, the Government announced substantial 
changes to the Scheme in its Science and Technology Statement, including increases 
in both. the stipend payable to PGA award'holders and the number of awards to 
be offered. 

From I January 1990, the stipend for Research Awards will be non-taxable, and 
will be set at a range.between $12 734 and $16 433 per annum, with the institutions 
deciding on the amount to be paid to individual award holders. The number of new 
research awards will· be increased from 745 to 900 annually. 

The Government has also created 30 new industry research scholarships each 
year for the next three years to encourage the involvement of industry in post· 
graduate study. These awards will be funded by the Government at the rate of 
$16 433 per annum, on the proviso that industry contributes additional funds and/ 
or equipment for the research project undertaken by the award holder .. These 
measures will cost $2.9m in 1989-90 and $10.8m in 1990-91. 

As part of the changed arrangements for. the overseas students program, the 
Overseas Post-Graduate Award Scheme will be established in 1990, with an estimated 
cost of $1.7m in 1989-90, rising to $3.9m in 1991-92. 

Other Hightr Education 

The Australian Film, Television and Radio School provides advanced education 
and specialist training for students and creative workers in the film, television and 
radio industry. Outlays are expected to fall to $8:Sm in 1989-90 following the 
completion of the building program, and to level· off over the forward years. 

The National Institute of Dramatic Art (NIDA) provides practical training in 
live theatre, television, film and radio with courses in acting,. directing, stage 
management and design. NIDA outlays ($2.Sm in 1989-90) arc to be maintained in 
real tor.ms ove< the forward ycar.s. 

TAFE Grants to tht Stal•s 

Recurrent and capital funding for T AFE is provided to the States under the 
Statts Grants {Ttchnical and Further Education Assistanct) Act 1989 to provide 
support for their TAFE systems. The Commonwealth moneys account for about 
9% of the recurrent funding for TAFE and about 65% of the capital funding. 
Recurrent funding in 1989-90 is expected to increase by 5.1 % in real tenns, largely 
rcHecting expected enrolment growth of 4%. The Commonwealth also funds T AFE 
via employment and training programs (see 7C. Labour and Employm•nt). 
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Overseas Students Charge (OSC) 

Under ••isling arrangements, a. quota of overseas students attending Australian 
educational institutions arc subsidised by the Government. These students arc 
required to make a contribution to the costs of their tuition through the OSC. 

From I January 1990 the OSC and the subsidised overseas students program of 
which it is a part, will be replaced by a full-fee/scholarship regime. faisting 
subsidised students currently paying the OSC will continue to do so for the duration 
of their current course of study. 

Under the new arrangements, the Government will continue to offer scholarships 
to students from developing countries through aid programs administered by the 
Australian International Development Assistance Bureau (AIDAB), but on. a full­
fce basis. The new scheme will provide scholarships both to students of e•ceptional 
academic merit and to disadvantaged students. The major effects of these changes 
on 1989-90 outlays will be: 

• a reduction in receipts from the overseas students charge (and AIDAB contri­
butions) as the subsidised program winds down ($36.2m); and 

• a reduction in outlays for higher education as the institutions will not be 
funded for the overseas student places for the 1990 intake onwards (-$11.7m). 

Institutions continue to have the incentive of full cost fees to market places for 
overseas students, with some administrative support for the "industry" being pro­
vided by the Department of Employment, Education and Training. While no 
comprehensive data arc available, it is understood that income received by institu­
tions from overseas students has been continuing to increase. 

(For further details sec the reference to the Equity and Merit Scholarship 
Scheme under Country Program in SC. Foreign Affairs and Overseas Aid function). 

Trends 

Over the past ten years, outlays on tertiary education have grown. slightly in 
real terms and less than the growth in student numbers, reflecting marginal price 
funding of additional· places after 1983. The growth in student numbers over this 
period was primarily the result of increased high school participation rates and the 
corresponding higher rate of transfer to higher education, rather than general 
demographic changes. 

Growth is e•pccted to continue in the forward years, primarily as a result of: 

• the e•pansion of higher education over the 1989-91 triennium, with higher 
marginal funding for additional places and increased capital funding, moder­
ated by the growth of HECS receipts; and 

• the 1989 Science and Technology Statement which has increased research 
infrastructure funding ($12.9m in 1989-90 rising to $50.7m in 1992-93). 
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2.2 SCHOOLS AND PRE-SCHOOLS 

1988-89 ues.so;·1990-91 1991-92 1992-93 

2.2 Actual · ;BOdilii"::Estlmate Estimate Estimate 

Schools In th• StatH 
..y·: 

$m 834.0 ... Q31;~ 1043.9 1110.9 1162.6 
Government .. 10.7 ,._ ... -:.-~1-t 12.0 u 4.7 

Non Government $m 1076.0 121s;-r 1264.5 1323.0 1370.9 .. 11.1: .··.fl~·· 3.7 4.• 3.• 

$m 32.3 :·· 40.6 39.8 40.4 
Joint Program• .. 9.5 n.t u -2.0 1.4 

Sub-Total Schoot1ln $m 1942.3 2191~$ 2349.0 2473.7 2573.9 .. 10.1 . ';12.•· 7.2 6.3 4.1 
theStlitH 

School• In the ACT (a) $m 214.4' . ·: ~: .. U· :,,.;oo.o n.a. n.a. n.•. 

ACT Trutt Account (b) $m -33.3. ,•,:. .. .. n.a. :.-£1.llfl,O n.a . n.a. n.•. 

SUb-Tdal·ACT $m 181.0 ".;,;:-r:. 
·. .. -u,:; c:tt~; n.a . n.a. n.a. 

OVertMt Stu!Hnt Charge $m -1.3 . -0.4 -0.2 .. 14.1' '~~: -·· -63.0 -75.1 

Contribution for Student• from $m -2.5 -0.7 -0.3 -0.1 

Dev.loping CountrlH (c) .. 40.7: .:, ~7.1.-: -·· -4g,o -75.2 

$m 2119.6. ·:21~;5" 2348.0 2473.1 2573.7 
TOTAL .. •.7 ~"-3 7.2 5.3 4.1 

(a) Outlays on achools in the ACT for 1989-90 and the forward years arc zero reflecting the advent of sclf-
aovcmmcnt for the ACT from 11May1989. . 

b Thia amount racntl Commonwealth ipccific pufPOIC payments to the ACT Trwt A~unt pnor to 
( ) ACT Nlf-aovt~nt. For an explanation of the operation of the ACT Trust Account m 1988-89 sec 

Budtct Paper No. 7. 
(c) Sec corrapondin& outlays shown in SC. Foreian Affairs and Overseas Aid. 

The Commonwealth's schools programs arc aimed at provid~ng the natio_n's 
young people, regardless of background or ability, with an ed~ca~10nal. foun'!"tton 
which will equip them to meet their legitimate post sch~l. asp1rattons, mclu~mg to 
pursue post-school education and training and to part1c1pate successfully m the 
labour market. In this conte•t, the Commonwealth partly fun~ both govcmm~nt 
and non-government schools for general operating costs and provtdes further funding 
for a range of specific purpose programs aimed at identified areas of need under 
the Statts Grants (School" Assistance) Act 1988. 

Funds arc available on a calendar year basis and adjusted for cost incrcas;cs. 
The 1989-90 financial year estimate therefore consists o~ parts of the respective 
calendar year programs and includes an allowance for estimated cost supplementa-

tion. 
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Schools Programs-Calendar Year Basis (Dec 1988 Prices) 

1988 1989 % Change 1990 1991 
Sm Sm on 1988 Sm Sm 

% 

Government 
General Recurrent. 489.9 SS4.9 13.3 587.9 614.1 
Capital. 170.0 116.6 3.9 118.8 181.0 
Specific Purpose, 122.S 124.0 1.3 130.1 134.1 
Non-Government 
General Recurrent. 906.3 968.6 6.9 I 000.9 I 020.5 
Capital. 51.2 62.2 8.8 63.5 64.4 
Specific Purpose. 41.6 43,9' 5.5 44.4 44.8 
Joint Programs . 33.2 34.4 3.6 36.1 35.8 

Total. 1820.7 I 964.7 7.9 2042.3 2095.9 

Arising from the Minister's Statement. "Strengthening Australia's Schools" in 
May 1988, the Commonwealth and the States have co-operated to develop the 
National Schools Strategy (NSS). The NSS is designed to improve Australian 
schooling within a framework of national collaboration involving a range of meas­
ures including the development of strategics to improve curriculum development 
and approaches to assessment. 

Government and Non-Government Schools 

Commonwealth grants represent about II% of total spending on government 
schools (with the balance being met by State and Territory governments) and 36% 
of total spending on non-government schools (with the balance being met by other 
governments (18%) and private sources (46%)). These funds arc provided through 
general recurrent (per capita) grants, specific purpose recurrent payments; and 
capital programs. 

To assist in implementing the NSS, Commonwealth funding for government 
schools is tied to Resource Agreements with the States. These Agreements set out 
mutually agreed objectives for schools (such as improving retention rates and 
educational outcomes), and require the States to provide the Commonwealth with 
information on performance against these objectives. 

The level of Commonwealth support for individual non-government schools is 
based on need, with schools being categorised into one of twelve funding categories 
(category l receiving the least support and category 12 the most). Further details 
on the funding categories arc provided in Commonwealth Programs for Schools­
Administrative Guidelines 1989. Resource Agreements, performing a similar role to 
those for government schools, have been introduced for non-government school 
authorities, with similar reporting arrangements. 

Funding for ACT schools was moved from the Appropriation Acts to the States 
Grants (Schools Assistanct} Act 1988 following the implementation of self-govern­
ment in the ACT. Under the Act, the ACT has been treated as a State from I July 
1989 for funding purposes. 

The Commonwealth will allocate $93 l'.9m in 1989-90 for government schools 
programs, which represents, a S.0% real increase on 1988-89,, and Sl219.7m in 
1989-90 for non-government schools programs, a 6.6% real increase. 
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The estimates for 1989-90 and calendar year 1990 rellect real growth in general 
recurrent (per capita) grants in line with the Government's policy of providi~g 
annual real increases until at least 1992, together with increases in enrolments m 
line with population growth~ Real increases in per capita funding levels in each of 
the next three calendar years are set out below. The level of per capita funding 
post-1992 will be reviewed later in 1989. 

1990 1991 1992 
% % % 

Government 
• primary 2.3 4.5 4.3 
-sec.ondary. 9.2 4.6 4.4 
Non-government 
-primary'. 2.1 1.6 0.6 
·secondary' 1.8 0.9 0,4 

•The increases represent the average increase across the twelve categories or schools. 

Schools will be compensated for the 1986 3% National Wage Case wage­
cquivalcnt superannuation decision, which was implemented in schools in late 1988, 
at a cost of $69.4m a year. 

The Government has also introduced a new Students at Risk strategy, under 
which government schools with the lowest Year 12 retention rates are assisted to 
encourage students to complete Year 12 ($2.0m in 1989-90 and $3.Sm in 1990-91). 

Joint Programs 

The Commonwealth provides funds for a number of joint programs, including 
the Country Areas Program and several special education programs which assist 
government and non-government schools that face particular disadvantages. 

The Government has decided to allocate SO.Sm in 1989-90 (SI.Sm in 1990-91) 
to establish and refurbish hostels catering for rural students as part of its strategy 
to .encourage higher school retention rates. 

Total funding on joint programs is expected to be $39.9m in 1989-90 and $40.4m 
in 1990-91. 

Trends 
Over the last ten years, Commonwealth funding has grown in real terms by an 

average annual rate of 2.7% with the dominant ~actor ~ing real incr~ in 
assistance per student (contributing 2.6 percentage pomts). With school age children 
declining as a proportion of the population generally over the period, demography 
has not been an influence on overall spending, though increases in retention rates 
have contributed to growth more recently (see chart 3). 
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CHART 3. RETENTION RATE TO YEAR 12 

Retentlo9Rlle1' 
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In the forward years spending is expected' to continue to grow in real terms by 
around 1.3% a year. Again the main factor is increasing per capita assistance. A 
secondary source of growth is continued improvements in retention rates partially 
offset by a net reduction in the high school age population. 

Underlying these trends arc the different movements for government and non­
govcmment schools. Although per capita grants for government schools have been 
increasing at a greater rate in real terms than those for non-government. schools, 
overall outlays on per capita grants for non-government schools have grown faster 
than for government schools. This is because an. increasing proportion of students 
has attended the non-government sector and Commonwealth per capita grants to 
non-government schools are higher than to government schools (partly reftccting 
the responsibility of State governments for the latter). 
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Total School Enrolments for the States and Territories (as at census date each 
year) 

Primary Secondary Total Change on 

Previous Year 
'000 '000 '000 % 

Government 
1985 • 1311.8 919.0 2230.8 -1.3 
1986 . 1290.1 917.7 2207.8 -1.0 
1987 . 1281.8 917.9 2199.6 -0.4 
1988 . 1290.8 912.3 2203.t 0.2 
1989(•) • 1311.8 904.4 2216.2 0.6 
Non-Government 
1985 . 405.8 368.7 774.S 2.3 
1986 • 410.8 382.7 793.5 2.5 
1987 • 415.0 392.4 807.3 1.7 

1988' 423.6 398.8 822.4 1.9 
1989(•) ' 430.1 402.2 832.3 1.2 

(a) Projected 

Source: Department of Employment, Education and Training 

Budget Measures 

The Government announced two new policy decisions in the Budget affecting 
schools programs: 

• SO.Sm will be provided in 1989-90 for the establishment and refurbishment of 
hostels catering for rural students (SI.Sm in 1990-91); and 

• S2.0m will be provided in 1989-90 to encourage students in selected schools to 
complete Year 12 under the Students at Risk Program (part of the Social 
Justice for Youth Strategy) (S3.5m in 1990-91 and S2.0m in 1991-92). 

2.3 STUDENT ASSISTANCE 

1988-89 1959090· '1990-91 1991-92 1992-93 
2.3 Actual. BUdgiii: ·Estimate Estimate Estimate 

Au study $m 732.8' . 823:4· 923.7 1001.6 1052.3 
% 14.3 1i{ 12.2 u 5.1 

Ab study $m 86.2 95.a 106.8 117.4 127.5 
% 10.4 ·•11.11 11.6 II.II 8.6 

Other Aboflglnals $m 18.9 
~· 

35.9 38.9 39.8 
% 7.2 ·#.IS 311,1 l,3 2.3 

Migrant Education Sm 66.8 7&:5 83.2 85.9 86.7 
% 6.5 14.4 ... 3.3 0.11 

Other $m 26.1 22.2 21.9 22.0 22.3 
% -30.6. -14.11. -1.4 0.7 1.5 

TOTAL $m 930.8 1044;_2 1171.4 1265.9 1328.6 
% 11.2 12.2 12.2 1.1 6.0 
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The Commonwealth provides income and other assistance to improve educa­
tional outcomes, employment opportunities and skills of low income and certain 
other disadvantaged groups. Student assistance is generally delivered through AUS­
TUDY. Special assistance is provided to Aboriginals and Torres Strait Islanders 
through ABSTUDY, to isolated children through the Assistance for Isolated Chil­
dren's Scheme (AIC) as well as to migrants and veterans' children. 

Details of the estimated number of students receiving assistance under the various 
schemes are shown in the following table. 

Estimated Number of Recipients (by December) 

1989 1990 1991 1992 1993 

AVSTVDY 
Tertiary 140000 150754 162211 171938 175377 
Secondary . 152500 158892 163 536 166739 170074 
Adult Secondary 5900 6136 6320 6446 6515 

Total. 298400 315781 332067 345113 352026 

ABSTUDY 
Tcniary 14010 15411 16952 18647 20139 

Secondary . 269!0 28256 29669 31152 32710 

Tol•I , 40910 43667 "6621 49799 52849 

Migrants . 8200 9000 9000 9000 9000 

Other 
Veterans' Children 2265 2080 1900 1700 I 500 

Isolated Children 16500 16500 16500 16500 16500 

Austudy 

AUSTUDY is available, subject to certain academic criteria, to full-time second­
ary and tertiary students aged 16 years and over undertaking either an approved 
secondary or accredited tertiary course other than a higher degree. Assistance is 
targeted to low income groups through income and assets tests applying to the 
student and, for dependent students, to parents as well. 

Real outlays on AUSTUDY are estimated to increase by S41.8m or 5.7% in 
1989-90. The number of recipients is expected to grow by about 6% after taking 
account of the full year effect of the assets test and improved benefits control 
measures introduced in 1988-89. 

In 1990 it is estimated that around 42% of tertiary students and about 35% of 
secondary students aged 16 and over will be assisted under AUSTUDY. 

The maximum rates of AUSTUDY are indexed each year according to move­
ments in the CPI. This preserves their alignment to other youth allowances and 
removes previous incentives to become unemployed rather than to continue run­
time education. 
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The following table summarises the rates of assistance under AUSTUDY and 
other programs of assistance for young people. 

Maximum Youth Assistance Ratts 1989 and 1990 

1989 1990 

Spw Spw 

16-17 yttr olds 
AUSTUDY 

at home 53.55 57.60 

away from home or independent 81.40 95.60 

Unemployed/Sick 
at home 53.55 57.60 

Young homeless/away from home 81.40 95.10 

18-20 yur oWs 
AUSTVDY 

at home 64.30 69.20 

away from home or independent 97.70 105.15 
Unemployed/Sick. . 97.70 105.15 

21 yeanaH oHr 
AUSTVDY 

at home 64.30 69.20 
away from home or independent 91.10 f05.!S 

special categories 
single at home 76.30 82.10 

single/married away from home 116.00 124.75 
single with dependents . 136.25 146.SO 

1Jnemployc:d/Sick 
single . 116.00 124.75 
single with dependants 136.25 146.SO 

married 207.10 222.70 

The parental income test is also adjusted each year. From 1990 the income test 
threshold beyond which rates of allowance are progressively reduced will be in­
creased from $16950 to $18150. 

The Government has also decided to increase living. allowances for the young 
homeless by S7.50 above the indexation amount from I January 1990. This entitle­
ment will flow on to secondary boarders and tertiary students aged 16-17 living 
away from home. 

Abstudy 

ABSTUDY assists secondary and tertiary Aboriginal and Torres Strait Islander 
students. Eligibility for living allowances is subject to a 'sudden death' parental 
income test based on the Family Allowance Supplement income test limit for 
students under 16 years and on the AUSTUDY income test limit for students 16 
years and over. Certain other entitlements including those for tutorial assistance 
and school fees arc available to all students. 
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Basic rates <>f assistance arc the same as for AUSTUDY except that: 

• Aboriginal students under 16 are eligible for SlOpw if living at home or 
S57.60pw if boarding; 

• those 21 years and over are eligible for higher allowances based on the adult 
rate of Unemployment Benefits plus S30pw Formal Training Allowance if 
undertaking a mainstream or vocational course; 

• pensioner students receive S30pw on top of their pension; and 

• part-time students arc eligible for a fixed payment of up to $240 per course. 

Real outlays are expected to increase by S3.2m or 4.3% in 1989-90 reft~ting an 
increase of 6.7% in the number of recipients and the full year effect of the ah~mcnt 
of the maximum rates of allowances for those aged 21 years and over with the 
adult rates of unemployment and sickness benefit from 1 January 1989. 

The administration of ABSTUDY was reviewed during 1988-89 and a number 
of recommendations have been made to streamline assistance and' delivery. It is 
expected that these recommendations will be progressively implemented over the 
next three years. 

Other Aboriginal Assistance 

The Commonwealth provides grants to Aboriginal organisations and to the 
States to improve Aboriginal access to education through the provision of: 

• basic literacy and numeracy courses; 
• tertiary access and preparatory courses; and 

• other special programs. 

From 1 January 1990, the Aboriginal Education Strategic Initiatives Program 
will replace existing Aboriginal education programs and provide additional funds 
designed to increase Aboriginal participation in education (S6.4m in 1989-90, $15.4m 
in 1990-91 and $17.Sm in 1991-92 and 1992-93). Funding under the new program 
will total S270m over the 1990-92 triennium. 

Migrants 

Special student assistance is provided through the Living Allowance for English 
as a Second Language Scheme (LAESL) and the Adult Migrant Education Program 
(AMEP) for migrants and refugees to undertake special English language courses. 

LAESL provides around 4000 recipients with an allowance ~uivalent to the 
adult rate of unemployment and sickness benefit for those undertaking an app~~v~ 
T AFE English language course: AMEP provides En~ish language courses,_ imtrnl 
settlement orientation and information for adult migrants and refugees, mcome 
tested living allowances for students attending full-time and some part-time ~urses, 
child. care, and a range of administrative and professional development semces. 
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AMEP outlays. are expected to increase by 8.9% in real terms in 1989-90 to 
S72.4m reflecting: 

• the acceptance of recommendations arising out of the report of the Committee 
to Advise on Australia's Immigration Policy· (CAAIP) to increase the size of 
the Family Migration category and lo exempt this category from language 
testing (S5.4m in 1989-90 and Sl0.8m each year thereafter); and 

• the provision, as part of the National Agenda for a Multicultural Australia, of 
funding of Sl.6m in 1989-90 and S0.6m in 1990-91 to extend the English in 
the Workplace component and to develop an English as a Second Language 
(ESL) television series through SBS. 

Other 

The Assistance for Isolated Children Scheme (AIC) assists those students who, 
because of geographical isolation, undertake their secondary education by corre­
spondence or at boarding school. Part of the entitlement ($989 pa) is provided on 
a non income tested basis. AIC outlays arc expected to continue at about the same 
real level after allowing for the transfer of about 4,500 students to AUSTUDY 
from 1 January 1989. 

The Veterans' Children Education. Scheme (VCES) provides student assistance 
on a non parental income tested basis to those children whose parcnt(s) have died 
as a result of war service or who are the children of totally and permanently 
incapacitated ex-service personnel. Outlays on VCES arc expected to decline by 2% 
in real terms in 1989-90 to S4.9m. 

Trends 

Outlays in 1989-90 represent 15.6% of Commonwealth education outlays by 
comparison with 10% in 1979-80; On the basis of the analysis in last year's Forward 
Estimates Report, by far the major factor behind this growth has been increased 
coverage as student assistance schemes have been extended particularly for second­
ary students. Between 1979 and 1989, for example, the number of AUSTUDY / 
ABSTUDY / AIC recipients has increased by about 377,000 at an average annual 
rate of 4% for tertiary students and 13% for secondary students. It is estimated that 
80% of the growth in secondary recipients has been due to higher take up and 20% 
due to higher year 11-12 retention rates. 

The other major factor has been real increases in the maximum rates of 
assistance. Between 1979 and 1989 the maximum AUSTUDY rate for most second­
ary students, aged 16-17 years living at home, increased from SI0.55pw to $53.55pw, 
a real average annual rate of 8.8%. These increases were part of a broader package 
of reforms to youth allowances resulting in offsetting savings from real reductions 
in youth unemployment benefits (16-20 years),. the introduction or the Job Search 
Allowance for those under 18 years. and the loss of entitlement for the Family 
Allowance for those in receipt of AUSTUDY. 
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Charts 4 and S illustrate movements in real outlays and student numben since 
1979. 

Tbooundl 

CHART 4. STUDENT ASSISTANCE 
Student Numbers (by 31 Dec) 
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The forward estimates show modest real increases in the growth of student 
assistance outlays. This growth rellccts the increased' number of higher . education 
places, expected further increases in secondary retention and expected increases in 
education participation by Aboriginals. Some moderation of outlays growth is 
expected from improved benefits and fraud control measures. 

Growth in ABSTUDY outlays primarily rellects a significant increase in second­
ary retention rates. There has, however, been a significant decline in the number of 
tertiary students being assisted due to the loss from 1988 of eligibility for students 
undertaking short or part-time hobby and craft courses. 
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Budgtt Measures 

The Aboriginal Education Strategic Initiatives Program to commence on 1 
January 1990 provides increased funding for measures to raise the level of Aborigi­
nal educational participation ($6.4m in 1989-90, $1S.4m in 1990-91 and $17.Sm in 
1991-92 and 1992-93). Total funding under the program will be $270m for the 
1990-92 triennium. 

During 1989-90 measures will be introduced in relation to AUSTUDY /ABS­
TUDY/AIC to reduce overpayments and to improve overall debt recovery. These 
measures will include interest on overdue debt, more convenient repayment arrange­
ments and a tightening of the hardship conditions applicable to repayments. 

Benefit and fraud control activities will also be expanded to cover the ABS­
TUDY scheme. These are expected. to reduce outlays by S2m in 1989-90 and $2.6m 
in 1990-91. 

Increased funding for the National Agenda for a Multicultural Australia ($1.6m 
in 1989-90) will provide for new initiatives under the AMEP from 1989·90 to 
extend the English in the workplace component and to develop an English as a 
Second Language (ESL) television series through SBS. 

2.4 GENERAL ADMINISTRATION 

1988-89 :1989'90''1990-91 1991-92 1992-93 
2.4 Actual _-. BOdge(Estlmate Estimate Estimate 

Department of Employment, $m 82.6 ,. ·88;1 82.5 78.5 83.8 
Education and Training 'II> 10.I .. .. ,~--· "'1.3 ... u e.7 

Othlf $m 2.9 '·i';~t 3.6 3.0 3.1 
'II> -75.2 ., ······ -tt.3 -tu 2.t 

TOTAL $m 85.6' ;92;.1 · 86.1 81.5 86.8 
'II> -t.O .7.i "'1.5 -5.3 e.5 

This sub-function covers the running costs and support service activities of the 
education programs administered by the Department of Employment, Education 
and Training. 

The Department's activities encompass the administration of the ABSTUDY 
and AUSTUDY student assistance schemes, education policy advice and develop­
ments relating to the administration of related assistance programs. Assistance 
provided under the National Policy on Languages is also included in this category. 
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General Administration 

The running costs and other support services associated with the education 
function in the· Department of Employment, Education and Training arc estimated 
at $68.8m in 1989·90 (an increase of $3.9m or 6.0%). 

Other Education 

Major clements include project moneys and grants associated with the Common­
wealth's involvement with education bodies such as UNESCO,, OECD and the 
Australian-US Council. 

Trends 

Average growth over the last ten years has been 11.3% (2.8% real per annum) 
and mainly rcftects the administration costs associated with the substantial growth 
in student assistance outlays. 

Total outlays arc expected to decline by a real 17.0% over. the period of the 
forward estimates. Major factors contributing to this decrease· include improved 
administrative efficiency ft owing from. a review of the administration of ABSTUDY; 
the realisation of savings from the abolition of the Commonwealth Tertiary Edu­
cation Commission, reductions resulting from revised arrangements for the Overseas 
Student Program and the winding down of funding under the National Policy on 
Languages (from $12.Bm in 1989-90 to an estimated $2.0m in 1992-93). These 
reductions arc partly offset by salary increases tlowing from the National Wage 
Case decision (S2.4m), an incorrect attribution of expenditure in 1988-89 and a 
carry-over of $3.8m into 1989-90. 

2.S RECOVERIES 

Recoveries within this category include those from the Curriculum Development 
Commission and the Department of Employment, Education and Training, including 
repayment of AUSTUDY allowances. Average growth in recoveries over the last 
ten years has been 3.3% real per annum. 
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3HEALTH 

OVERVIEW 

3.1 Medical s.Mce. and Benefits $m .. 7.7(.:i'"· 12.Z ... 11.I 
3.2 Hotpltal Servfcet $m 3739.5 ,.:~!.:; 4254.9 4394.0 458.2.0 .. 

:~5-i '•;~,~;! 
5.7 3.3 4.3 

3.3 Pharmacuetical Servfc&11nd $m 1579.5 1942.1 2321.6 
Btntflt1 .. 1U 23.0 IU 

3.4 Nurling Hom• Subtld/11 and $m 1850.0 1947.6 2006.0 
Domflfcrary Care Servfcet .. •.41,::;. .. :.,,~.: T.• 6.3 3.0 

3.5 Health StrvicH fn the ACT $m 167.7 :·._:. .·.·:,:...:.:··: .. -S.5 :.: :',~11#f~ n.•. n.•. n.• . 
3.8 ACT HHlth-Tranlfer $m -34.1 .. : . .'.'.::'.,~~) 

to Tru« Accounr .. n.•. ~·;1#:.tl n.& n.•. n.•. 
3.7 Other Hnlth Servicet $m 316.8 426.2 434.3 416.4 .. 1.3 :· :1~~:: 11.• u -4.1 
3.8 General Administration $m 148.6 166.1 175.6 157.4 .. -16.4 ·.,· ··,?;(:: 10.3 5.• -10.4 

TOTAL $m 10789.7 "1H78.S·" 12969.1 14045.6 15241.3 .. /lU 
.. ..,.; 

10.t 6.3 •. 5 

The Budget and forward estimates do not include any allowance for Common­
wealth sector wage and salary increases after the Budget in each year. An allowance 
for such increases is included in 9C Contingency Reserve. 

• Health outlays are estimated to increase by $988.8m or 9.2% 
(2.7% in real terms) in 1989-90. Real increases averaging 4.4% 
a year are predicted for each of the forward years. 

• Health outlays are estimated to grow to 13.6% of total outlays 
in 1989-90 and to 14.9% in 1992-93 as compared to 13.1 % in 
1988-89. 

3.86 

CHART 1. HEALTH 
Proportion of total Outlays and Function 

1989-90 

Total Outlays Health 
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The main sources of outlays arowth in 1989-90 are: 
- indexation of the Hospital Funding Grants (S237m); 
- increased medical benefits utilisation ($21 lm) and the drift 

towards more expensive services ($19m); 
- fee increases for Medical .Benefits ($191m); 
- arowth in the pensioner category of the Pharmaceutical 

Benefits Scheme resulting from increased prices ($107m) 
and Yolume growth. (S14m);. and 

- Increases in Nursing Home costs ($108m). 
• Budget measures since the Economic Statement, April 1989 

have added S12m to outlays in 1989-90, and a further S87m 
over the Forward Estimates period, the main components of 
which are: 
- $2.2m in 1989-90 rising to $6.6m in 1992-93 net of Medicare 

ofl'sets for a package of Wo1Den's Health 111easures including 
lnltiatiYes to be purauecl jointly with the States; and 

- an additional S6.7m in 1989-90 riSina to $18.Sm In 1992-93 
for the implementation of the National HIV I AIDS Strategy; 

• otrsettina sa'rinp of $18m ban been identified since the Eco­
nomic State1Dent, April 1989 rising to 546m by 1992-93, the 
main component of which is sum in 1989-90 rising to $32m 
in 1992-93 through changes to the Pharmaceutical Benefits 
Scheme. 

3.87 



PURPOSE 

Commonwta:lth activity in the health area is primarily directed toward ensuring 
that all Austrahans have access to necessary health services; it also includes the 
setting and ad?1inistering of standards for the safety and efficacy of therapeutic 
goods and services, support for health research and promotion of better health. In 
terms o~ Commonwealth, outlays health services arc by far the most significant item, 
accountmg for more than 90% of Health function outlays. 

NATURE OF HEALTH OUTLAYS 

Commonwealth financial assistance for health services is provided for both 
individuals and institutions. 

For. indMdu~ls benefits ~re paid for services rendered and goods, supplied, in 
the ~am, by pnvatc professionals and organisations cg doctors, pharmacists and 
nursmg. home proprietors. As well, individuals can receive assistance through tax 
~xpend1tures-:a rebate for the excess of unrcimbursed medical expenses over S 1,000 
m the year of mcomc, sales tax exemptions on a wide range of health related goods, 
and tax deductibility for gifts to eligible organisations. 

For lnstl~tlons support is provided to States' hospital systems through specific 
pu~ ?osp1tal .grants. Health services arc also provided directly through the 
Rcpatnat1on hospital system as well as through organisations such as the National 
Acoustic Laboratories. 

TRENDS IN HEALTH OUTLAYS 

Over the ten years from 1979-80 there have been several significant changes to 
the extent and. n~turc of th~ Commonwealth's involvement in the financing of 
health care. ThIS IS rcllcctcd m the rate of growth in Health outlays as shown in 
Chart 2. 

Until 19~0-81 r~I .growth in expenditures was relatively low averaging 1.5% a 
year, retlectmg rcstncltons of coverage of medical benefits paid by the Common­
wealth and a reduction in, the real level of pharmaceutical benefits for non­
pensioncrs. In 1981-82, there was a sharp drop in direct outlays rctlccting the 
cessation. of the hospital cost.-sharing agreements with States. These were replaced 
by Identified Health Grants mcluded under 9.4 Assistance to Other Governments. 
When these arc added lo direct Health outlays, overall real growth between 
1979-80 and 1982-83 averages 0.4% a year. 

Th~re was a sharp increase in overall health outlays in 1983-84 and 1984-85 
averagmg some 22% real each year. This was largely a result of the introduction of 
Medicare with a consequent increase in coverage and average real level of Com­
~onwealth fun~ing. of medical benefits. These, were previously financed by health 
insurance contnbultons and out-of-pocket payments by patients. There was also a 
significant increase in Commonwealth payments to the States for hospitals. 
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$Billion 

CHART2.HEALTH 
With and without Identified Health Grants 

(1984-85 prices) 
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the period 1'81-82 to 1987-88. 

Health Outlays (excl IHG't) 

From 1985-86 until 1988-89, real growth rates moderated to about the level 
prior to the introduction of Medicare, averaging 1.6% a year. This rctlccted higher 
utilisation of medical services and pharmaceutical benefits plus average drug prices 
which increased at a faster rate than inllation largely owing to the prescribing of 
more expensive drugs. 

The prospect is for somewhat faster growth in health outlays for the Budget 
and forward years. 

In 1989-90, real growth in the overall health function is expected to be 2. 7%. 
Most of this arises from very strong, real growth in medical services and benefits 
( 5.6%) reflecting strong growth in service volumes, and in pharmaceutical scrvi= 
and benefits (10%), retlecting in particular, greater use of expensive drugs, script 
volume growth, for pensioners and beneficiaries and measures to assist the domestic 
pharmaceutical manufacturing industry. The overall increase is moderated by mod­
est real growth in nursing homes and Hospital Servi= (1.2%). The function is also 
affected by reductions in other areas including the transfer of funding to the 
Australian Capital Territory (ACT) following self-Government. 

The forward' years rellect further upward pressure on health outlays, with 
expected real increases of the order of 4.4% a year. These higher rates of growth 
mainly reflect increased costs of medical and, in particular, pharmaceutical benefits 
arising from accelerated volume growth in respect of both medical services and 
drugs and a continuation of the advances in medical technology and associated 
transfer of demand to new and expensive drugs. These very rapid increases in real 
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outl~ys arc p~rtly offset by modest real growth in Hospital Funding Grants (pri­
ma'!J! rel!ectmg growth and ageing of the population) and nursing homes (where 
ad.d1t1on to the number of beds is subject to stringent control while emphasis is 
shifted to hostels). 

. ~ajor changes to health financing arrangements during the last JO years have 
s1gmficantly altered the composition of total health outlays (including IHGs)-scc 
Chart 3. 

perctnl 

CHART 3. HEALTH 
COMPOSITION - Incl IHG's 

Percentage of Total Health Outlays 
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In the years .to 1982-83, there was an increase in the proportion of Common­
wealth ou~lays directed towards nursing homes and a decrease in outlays in hospital 
grants .. With the int~oduction of Medicare, there was relatively stronger growth in 
expenditure on medical benefits and hospital services. 

Medical servicc:i an~ benefits increased from 23.2% of total spending in J 982-83 
to ~.5% of spendmg m 1985-86 largely rcftecting the higher benefits paid under 
Medicare. Bct":ccn I 985_-86 and 1988-89 composition remained largely unchanged; 
except .for a~ mcreasc m pharmaceutical benefits reflecting average real growth 
over th1S penod of 6.6% a year. 

Over the forward estimates period, medical and pharmaceutical services and 
ben~fits. arc. expected. to gr~w relatively faster than other components because of 
contmumg mc~cascs m. service volumes and drug prices. so that by 1992-93 these 
components wdl compnsc 53% of expenditure as compared to 45% in 1988-89. 
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MAJOR POLICY CHANGES 

Over the 10 year period to 1988-89, there have been significant changes in the 
level and nature of Commonwealth involvement in health financing and service 
delivery. The most significant change was the introduction of universal Public 
Health Insurance under Medicare in. 1984. Medicare greatly extended the coverage 
and level of medical benefits, abolished private medical insurance and substantially 
increased· Commonwealth assistance for State hospitals; Real Commonwealth out­
lays rose by 27% in 1984-85, rcftecting the replacement of private payments for 
Medicare costs (both directly and through insurance) and the cessation of private 
contributions to State hospital budgets through hospital charges. 

Specific measures designed to improve targeting and restrain growth in outlays 
have been implemented: 

• In. medical benefits, areas of the Schedule showing rapid growth have been 
reviewed, including pathology in 1986 and diagnostic imaging and a number 
of other benefit. items in 1987-88. Economics have been achieved through a 
combination of adjustments to the Schedule, amended benefit conditions and 
the tightening of regulations on providers. Subsidies for in-hospital treatment 
of privately insured· patients were reduced from I August 1987. 

• In the nursing home and domiciliary care area, the Government's strategy, 
announced in the 1986-87 Budget in the context of the Nursing Home and 
Hostels Review, is to gradually shift the emphasis away from nursing homes 
towards Jess intensive hostel places and domiciliary care. This strategy is more 
in keeping with the care needs of the elderly. Implementation however, has 
involved large increases in outlays to improve the availability of home and 
community care and to construct additional hostel beds' 

• Changes in the Pharmaceutical Benefits Scheme have targeted the subsidies 
more closely on the needy and the sick. A concessional charge was introduced 
in 1983 for the unemployed and low income earners. In 1986 the maximum 
general contribution was raised to SIO per script and a safety net was 
introduced in order to protect pccplc with chronic health problems requiring 
high drug usage. 

1988-89 OUTCOME 

The outcome for 1988·89 was $44.8m (or 0.4%) lower than the budget estimate. 
The major factors contributing to this result were: 

• lower than expected outlays on medical benefits for veterans and their depen­
dants as a result of lower than predicted demand for veterans' medical services. 
(-S14.4m) 

• the impact of ACT self-government on outlays for medical services in the 
ACT (-Sl2.5m) 

• lower than. budgeted outlays on general pharmaceutical benefits as a result of 
a slow commencement of factor 'f' payments and lower than anticipated 
demand for pharmaceutical benefits by veterans (-$20.6m) 
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• lower than budgeted outlays on administration, partly because of inaccuracies 
the r~ttribution of running costs and property operating expenses across 
functions (-S40.4m) 

These undcrspends. were partly offset by higher than expected outlays on hospital 
grants. because of adJustmcnts to the penalty provisions of the hospital funding 
grants ($16.~m), a~d reftccts greater than anticipated demand and cost increases 
for veterans Hospital treatment ($22m), and a one-off payment of S20m to the 
Health Benefits Reinsurance Trust Fund. 

3.1 MEDICAL SERVICES AND BENEFITS 

3.1 
1988-89 :1~~9.9.'1990-91 1991-92 1992-93 

Actual : :1iudoei:'·Estlma1e Estimate Estimate 
M9dfcaf Benefit• Sm 3337.5 .. : 3760.i;.: 4250.8 4699.0 5289.0 ... 7.5 ;·:~#.-'t 13.0 10.5 12.6 
Health lneurance Commf11fon Sm 130.4 ·. 139;4,. 152.2 162.4 173.0 

Admlnlttratlve Coifs ... -3.7 
. ·'·~·· u 6.7 6.5 

V.t•rans end O.p•ndant• Sm 210.2 ~o 226.1 228.7 230.8 ... u .· . . sl:C. I.• I.I o.a 
Olh.,.s.Mc.• Sm 44.6 63.2 61.8 65.2 ...... ·:· ... n.•. ...·-. .. ::#~''. u -2.1 5.4 
TOTAL Sm 3722.7 .4181J1;: 4692.3 5151.9 5758.0 ... 7.7 • .. ori.11._ . 12.2 u tt.• 

'.hese o?tlays arc to enable all Australian residents to obtain appropriate medical 
services which arc n~ry for their health care, without excessive price barriers, 
!hrou.gh payment. of medical benefits or alternative financing arrangements. Included 
m this sub-function are medical benefits payments for consultations· and services, 
treatment costs and allowances for eligible veterans and their dependants Health 
Program Grants, and administrative costs of the Health Insurance Comm~on. 
Medical Benefits 

Under Medi':"re the following Commonwealth assistance is provided towards 
the costs of medical and optometrical services: 

• the Co~monwealth contributes to the cost of out-of-hospital medical services 
by meetmg 85% of the Schedule fee (subject to the benefit not exceeding the 
fee actually charged) plus any· further amount required to ensure that the gap 
(met by the patient) between the benefit and Schedule fee does not exceed 
$20 fo~ an individual item and that no person has to make gap payments 
exceedmg $150 per annum; 

• for medical services provided to in-hospital patients under private care, the 
Commonwealth meets 75%. of the Schedule fee with no gap limit on individual 
benefit claims. Public patients are not charged for treatment; 
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• practitioners may direct bill in respect of any patient where benefit is accepted 
in full payment; 

• registered health insurance organisations arc permitted to offer gap insurance 
in their basic tables to cover the difference between 75% and 100% of the 
schedule fee for medical services rendered to private patients in hospitals. 
With some exceptions, mainly in the compensation area, no other form of 
medical insurance covert •gap9 or. otherwise, is permitted; and 

• all health insurance offered must comply with the community rating principle. 
Risk rated insurance is not permitted except under policies existing prior to 
the introduction of Medicare on I February 1984 under which guaranteed 
renewal rights exist. 

Veterans and Dependants 

The Commonwealth meets the costs for eligible veterans and their dependants 
of specialist local medical officer, paramedical and dental services, the supply and 
maintenance of surgical aids, and travelling and other expenses incurred in obtaining 
medical treatment. 

Health Insurance Commission (HIC)-Administration of Medical Benefits 

The HIC pays medical benefits for medical and optometrical services and 
combats medical fraud and overscrvicing. It also provides services for processing of 
the Department of Veterans' Affairs Treatment accounts . 

Olher Services 

This item, which includes Health Program Grants authorised under the Health 
Insurance Act 1973, relates to the Commonwealth's contribution to organisations 
to meet the cost, or such proportion of the cost as the Minister for Community 
Services and Health may determine, of approved. health related services such as the 
Yallourn Medical Society. Also included are payments to New South Wales, 
Victoria, Queensland and Tasmania for the continued operation of the former 
Commonwealth Pathology Laboratoriesc These activities arc intended to be a cost­
cffectivc alternative to existing Commonwealth arrangements. 

Trends 

Between 1979-80 and 1988-89 real growth on outlays for medical services and 
benefits grew rapidly, at an average annual rate of 10.2%. Around three quarters of 
that growth resulted from higher average utilisation of more expensive services. 
Total population growth represents about one-fifth of the growth in medical 
benefits. 

Coverage has fluctuated over the period with the changes in medical insurance 
arrangements. Overall, the rise in the proportion of the population covered since 
1979 accounts for about one-tenth of the growth in real spending. 

Trends in outlays over the period have been dominated by the changes in the 
mix of public/private sector provision of medical insurance. The growth of outlays 
in 1983-84 and 1984-85 was mainly the result of the increased share of medical 
costs met by the Commonwealth with the introduction of Medicare. 
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Over the period 19SS-S6 to 19SS-S9, outlays on Medical Benefits. increased by 
!0.2% a year (2.2% real) on average. This reftects: 

• higher utilisation resulting in an overall growth in the number of services of 
some 5.6% a year; 

• increases in schedule fee levels averaging 3.5% a year; and 

• an average increase of about 4.3% a year in average benefit cost of services 
of which O.S% a year reflects the drift to more expensive diagnostic servi~ 
and procedures. 

Some restraint on the overall growth rate has been exercised by: 

• reviewing areas of the medical benefits schedule showing rapid growth and 
restructuring benefits. Measures were applied in the pathology area in I 9S6 
and in diagnostic imaging and a number of other areas in 1987-SS. Overall 
Schedule revisions may have contributed' an average reduction. of about 2% ~ 
year in the rate of growth of outlays; and 

• medical benefits for in-hospital treatment of private patients were reduced 
from S5% to 75% in August 19S7. 

~in~ 19S4-S5,. t?e HIC _real unit costs have decreased reftecting increasing 
effic1enc1es and the mtroduct1on of new technology. The increased efficiency has 
largely been brought about by spreading overheads over increasing transaction 
volumes, productivity growth and the change in the mix of work volumes, particu­
larly the move to bulk billing. 

For I 9S9-90, medieal services and benefits are estimated to increase by $45S.4m 
to $4181.lm (5.6% real), the main contributors being: 

19S9-90 

Medical Benefits 
Sm 

Underlying real growth attributable to increased utilisation and 231 
benefit drift . . . . . 

Schedule Fee increases . . . . • . 191 
Less 

Full year Adjustment for modification of Pathology Table 45 

Over the forward years, real outlays on medical benefits are expected to rise 
more r~pidly reflecting a~nual increases in service utilisation. (4.4%), the growth 
and agemg of the population (1.6%) and annual increases in average benefit levels 
associated with the continuing trend towards higher cost services (0.6%). 

Major Policy Changes 

The following measures have been introduced: 

• Schedule fees, including a revised remuneration package for general practition­
ers (GPs), have been increased by S35m; and 
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• a modified Table for pathology benefits· (announced in the Economic Stat•· 
ment, April 1989) which will better reflect current pathology practice by 
removing anomalies and basing item descriptions on the purpose rather than 
the test technique utilised. Estimated savings in 19S9·90 are $45m, $47m in 
1990-91, and $49m in outyears. 

In recognition of the changing needs of ageing veterans, the Government has 
decided to· introduce the following measures: 
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- a new Veterans' Independence Support Program costing SO.Sm a year for 
the three years 19S9·90 to 1991-92 which aims to facilitate veterans' access 
to mainstream programs by way of pilot advocacy services operating on 
behalf of veterans in the community; 

- a Health Promotion pilot will' be implemented at a cost of S0.4m in 
1989-90, $0.2m in 1990-91 and SO.Im in 1991-92 to educate veterans to 
adopt. healthy lifestyles and dietary practices and to foster chronic disease 
management through self-help; and 

- the $300 cash limit on certain expensive dental items has been raised to 
$375 and will be indexed in line with approved dental fee increases which 
will cost SO.Sm in 19S9-90, SO.Sm. in 1990-91, SO.Sm in 1991-92 and SO.Sm 
in 1992-93. 

3.2 HOSPITAL SERVICES 

1988-89 .1~1J.!F1990-91 1991-92 1992-93 
Actual ;,eudgel·: Estimate Estimate Estimate 

Publlc Hcepitalo "" 3130.2 : :-~-~:'! 3628.6 3752.7 3922.5 
'l4o 1e7.I ~-

·;.J~ 
u 3.• 4.5 

V•l•r•n• afid Dtpendantt "" 569.0. 596.8 604.9 617.7 
'l4o 12.0 :.;;~ -1.• I.• 2.1 

Other "" 40.3. 27.6' 29.5 36.4 41.7 
'l4o 120.6 .:-- :~j;f; 7.0 23.3 1,,7 

TOTAi. "" 3739.5 '~:_2_'.,: 4254.9 4394.0 4582.0 
% 120.6 .... :.'1.l:: 5.7 u 4.3 

Commonwealth outlays are designed to ensure efficient and effective delivery of 
free hospital care under Medicare which entitles all Australian residents to free 
shared ward accommodation and treatment and free outpatient treatment at public 
hospitals. Those electing to have 'doctor-of-choice' or private ward accommodation 
in a public hospital must bear the additional cost or take out appropriate hospital 
insurance cover. To support free hospital care under Medicare, the Commonwealth 
provides substantial financial assistance to the States. 
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Public Hospitals 

Since the introduction of Medicare on I February 1984 funding has been 
provided by way of specific purpose Medicare Compensation Grants and general 
purpose Identified Health Grants. It was agreed at the 1988 Premicrs''Conference 
that these payments would be combined as Hospital Funding Grants and be made 
for five years commencing I July 1988. The Grants will total $3341.3m in 1989-90 
including $23.9m for Miscellaneous Pharmaceutical Benefits transferred from 
Special Revenue Assistance to the States. Under the new formula the Grants are 
indexed for award wage and CPI increases and age/sex weighted po~ulation growth. 

The Grants also include a specific Commonwealth contribution ($21.7m in 
1989-90) for the treatment of AIDS patients in public hospitals. This component 
will be indexed to the actual growth in cases treated in recognition of the growing 
impact of AIDS on public hospital, systems. 

Incentive payments and penalty provisions under the Grants are directed to 
ensuring appropriate levels of access for public patients. Incentive payments in 
1989-90 aimed at promoting continued efficiency gains in public hospitals include: 

• $27 .6m for expansion of post acute and palliative care services to promote 
continued reductions in hospital length of stay, thereby allowing more effective 
utilisation of inpatient resources; 

• SI Im for expansion of day only treatment as a substitute for overnight hospital 
stays and to allow for increased throughput with a view to reducing waiting 
times for longer stay procedures; and 

• SS.Sm of which $3.Sm will be available for the States for the development of 
cost based case mix systems to allow more informed resource management in 
the hospital system and to assist comparison of hospital performance. 

The offsetting penalty provisions involve reduced payments for those States 
where per capita in-hospital medical benefits exceed a prescribed maximum level 
and/or levels of public patient access arc less than a prescribed minimum level. 
The total adjustment for 1989-90 is estimated at $37.Sm 

The Commonwealth also contributes to the upgrading of the infrastructure of 
State public hospitals through the Hospital Enhancement Program. The Common­
wealth will provide SSOm in each of the years 1989-90 and 1990-91. or these 
amounts S2Sm in 1989-90 and S2Sm in 1990-91 will be matched $ for $ by the 
States. 

Chart 4 shows total Commonwealth outlays in constant prices on public hospi­
~als between 1984-8S and 1992-93. For comparative purposes, IHGs have been 
included for the years 1984-8S to 1987-88. 
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Chart 4. OUTLAYS ON PUBLIC HOSPITALS 
(1984-85 prices) 
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Repatriation hospitals and clinics are maintained in each State for the treatment 
of eligible veterans and their dependants. Community patients are admitted to 
Repatriation hospitals free of charge if spare beds arc available and the facilities 
are suitable for the treatment required. Conversely, veterans and their dependants 
may, where appropriate, be admitted to private or State public hospitals, generally 
at Commonwealth expense. Currently, S2% of bed days for veterans are provided 
outside Repatriation hospitals. 

The Government has decided that Repatriation hospitals should be integrated 
with the State hospitals system by I 99S or earlier if the States wish to proceed 
more quickly. Negotiations with the States to ensure the continued availability of 
high quality hospital care to veterans are currently underway. 

Other 

In 1984 the Commonwealth announced that financial, assistance would be 
available to States and Territories transferring nurse education from hospital-based 
facilities to the higher education sector over the period 198S to 1993: 

• An indexed subsidy towards the additional recurrent costs incurred by States 
and Territories is payable at a rate of $1500 (December 1983 prices) per 
student nurse commencing at a higher education institution. The States and 
Territories are required to provide appropriate capital facilities for higher 
education institutions; 
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• Nursing students training at these institutions arc eligible for payments under 
AUSTUDY on the same basis as other students. Where the number of trainee 
nurses commencing training at tertiary institutions exceeds the transfer pro­
gram agreed with the Commonwealth, the assistance payable is reduced by 
the additional costs incurred by the Commonwealth in providing AUSTUDY; 

• The arrangements also provide for the transfer of nurse education currently 
effected in Repatriation hospitals. The Commonwealth contribution in this 
case includes the standard indexed recurrent costs plus the net 'State' cost of 
educating nurses in a higher education institution. This component is estimated 
to cost SJ.4m in 1989-90; and 

• Payments to the States and the Territories under these arrangements in 1988· 
89 totalled SI I.Sm, with an estimated $19.lm for 1989-90 reflecting increased 
take-up by the States. 

The Government has announced new private health insurance arrangements 
designed to reinforce the community rating principle, under. which everyone is 
treated equally for private health insurance purposes, regardless of age or risk of 
illness: 

• all hospital benefits paid by patients over 65 years of age will be able to be 
debited to the reinsurance pool. Sharing of hospital benefits for contributors 
under 65 years of age will continue where a contributor claims benefits in 
excess of 35 days in any twelve month period; 

• the range of benefits eligible for reinsurance will include supplementary bene­
fits; 

• a weighted formula will be used to distribute the benefits liability between 
funds; and 

• an industry body, known as the Private Health Insurance Administration 
Council, has been established to administer certain private health insurance 
functions (currently performed by the Department of Community Services 
and Health). The Council is under the control of an independent Commis­
sioner, who is assisted by four advisers-three health fund representatives and 
an independent member. 

Trends 
Commonwealth recurrent expenditure on hospitals services (including IHG's) 

has grown in real terms over the period 1979-80 to 1988-89 by just under 2% a 
year with the pattern of funding affected substantially by periodic changes in 
hospital funding arrangements. For example, the introduction of Medicare resulted 
in a 30. 7% rise in real Commonwealth expenditure in 1984-85, largely replacing 
private contributions to State hospital budgets through hospital charges. After the 
initial impact of Medicare, growth declined until the introduction in the 1988-89 
Budget of new and more generous funding arrangements for States. The decline 
prior to that Budget mainly reflects partial indexation of the Medicare Compensa­
tion Grants and the termination of private hospital subsidies. Under the new 
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arrangements the specific purpose Hospital Funding Grants arc to be indexed for 
cost increases and population growth, with specific allowance for age/sex factors. 
Over the period of the Agreements growth is estimated to amount to 1.3% a year 
real compared to 0.1 % real growth over the period of the arrangement from 1984-
85 to 1987-88. 

For 1989-90 outlays arc estimated to increase by $286.7m (1.3% real), the main 
factors being: 

• Indexation of Hospital Funding Grants . . . . . . . 

1989-90 
Sm 

237 

24 

36 
• Transfer of Miscellaneous Pharmaceutical Benefits . . 

• Increases in hospital costs and utilisation by Veterans . 

Less 
• Reduction in Hospital Benefits Reinsurance Trust Fund Account 21 

For the forward estimates period the main features arc: 

• real growth in the Hospital Funding Grants of l.l % a year reflecting, forecast 
age /sex weighted population growth; and 

• a real decline of about 3.5% a year on outlays for veterans, mainly reflecting 
efficiency gains on the repatriation hospitals and the changed pattern of outlays 
for property operating expenses. 

Major Policy Changes 
The Government has decided to terminate the special subsidy to certain private 

hospitals saving SI.Sm in 1989-90 and the forward years. 
An additional one-off payment of $20m was made in 1988-89 through the 

Reinsurance Trust Fund to assist certain Health Funds in meeting the new reinsur­
ance arrangements. Under these arrangements, the Commonwealth will no longer 
contribute to the Reinsurance Trust Fund, saving Sim in 1989-90 and forward 
years. 

In relation to Veterans' hospitals, the Government has decided: 
- to allocate S0.4m in 1989-90, $2.2m in 1990-91 and $3.Sm in 1991-92 for 

the establishment of a new Radiotherapy Unit at RGH Heidelberg. The 
Victorian Government has also made a commitment of SO.Sm over the 
period; 

- to allocate SO.Sm in 1989-90 for a proposal to establish a Geriatric Reha· 
bilitation Ward at RGH Hobart. The Tasmanian Government will be 
approached to determine its level of contribution to the project; and 

- to increase the level of expenditure on specialised equipment in the Rcpa· 
triation hospitals by $3.6m in 1989·90 and the forward years to !992-93. 

3.99 



3.3 PHARMACEUTICAL SERVICES AND BENEFITS 

1988-89 <1989i'9!tl1990-91 1991-92 1992-93 
3.3 Actual '.:~j"e111mat1 Estimate Estimate 

Gtn•ral $m 165.2 ;' :;~,~.,;:, 264.S 342.2 446.7 .. 12.1 H.6 2U 30.6 
Conctnional $m 63.3' 100.2 134.3 170.7 .. 112.T :·. 30.6 34.0 27.1 
Penllon1r1 $m 796.7. '.~~'! 1046.9 1290.1 1525.2 .. u 

" 17.• 23.2 1•.a 
Veteran• and Otpendant1 $m 80.8 > 90.3 98.3 101.5 .. -6.7 '. .. ·. :· ~ 2.3 ... u 
Payments Factor F $m 1.3; ;:'..;'~~l 43.2 43.2 43.2 .. IU.3 

Health lneurance CommlHlon $m 34.4 34.0 34.3 
Admlnlltrative Coll• .. 1.0 -1.4 o.• 

TOTAL $m 1579.S 1942.1 2321.6 .. , •.. 23.0 19.6 

Through the payment of pharmaceutical benefits, the Commonwealth aims to 
ensure access by the Australian community to necessary cost-effective, prescribed 
medications at the lowest cost to Government and consumers, consistent with 
reliable supply. Included in this sub-function arc Pharmaceutical Benefits Scheme 
(PBS) payments, benefits provided to eligible veterans through the Repatriation 
Pharmaceutical Benefits Scheme (RPBS), the direct payment of price increases to 
the pharmaceutical manufacturing industry and the administration of the programs 
through the Pharmpay system. 

General. Concessional. Pensioners and Veterans 
Under. current arrangements for the PBS and the RPBS, items are supplied to: 

• the general public at a maximum of SI l per prescription item (this will be 
increased to $12 from I October 1989); 

• Health Care cardholders, including the unemployed and low income families, 
and those Social Security pensioners and Veterans' Affairs service pensioners 
who do not hold a PHB card and their dependants, at. a concessional rate of 
$2.50 per prescription item; 

• Pensioner Health Benefits (PHB) and Health Benefits (Sickness Beneficiaries) 
cardholders and Department of V ctcrans' Affair's Dependant Treatment En­
titlement (War Widows) card holders and their dependants at no cost; and 

• Eligible veterans at no cost. This includes items on the Repatriation Pharma­
ceutical Supplementary List for those veterans with war-caused disabilities. 
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There is also a safety net arrangement which operates on a calendar year basis 
for general and concessional users of pharmaceuticals, individuals or families, who 
use more than 25 PBS prescriptions in a calendar year: such users arc entitled 
under the safety net to obtain further PBS prescriptions at no cost during the 
remainder of the calendar year. 

Items available under the PBS and the conditions under which they may be 
prescribed arc determined by the Minister for Housing and Aged Care on the 
recommendation of the Pharmaceutical Benefits Advisory Committee (PBAC). 
Prices paid to manufacturers. are recommended by the Pharmaceutical Benefits 
Pricing Authority (PBPA), which also takes account of guidelines for granting 
special price increases to pharmaceutical manufacturers for increased Australian 
activity (Factor f). Pharmacists' remuneration is determined by the Pharmaceutical 
Benefits Remuneration Tribunal. 

Health Insurance Commission (HIC)-Administration of Pharmaceutical Benefits 
Scheme 

Payments to pharmacists arc made through the Pharmpay system which was 
transferred to the Health Insurance Commission on 17 July 1989. Previously the 
Department of Community Services and Health was responsible for the day to day 
administration of these payments. 

Trends 

Outlays on pharmaceutical benefits have increased on average at some 16% a 
year in nominal terms over the period 1979-80 to 1988-89 accounting for about 
one-tenth of total growth in health outlays in the period. 

The key determinants of growth in pharmaceutical benefits are shifts in the 
patterns of doctors' prescribing; changes to average usage of drugs; the size and 
composition of. patient categories, particularly the effects of ageing; the range of 
drugs on the Schedule (including new listings) as recommended by the PBAC; the 
wholesale prices of drugs negotiated between the manufacturers and the PBPA; 
pharmacists' remuneration; and the extent of patient contributions. 

With regard to these various factors: 

• underlying volume growth of around· 5% a year in pensioner scripts is a major 
cause. of real growth in the program; 

- pensioner (and safety net) components now comprise some 70% of expend­
iture on pharmaceutical benefits: 

• the recent acceleration in PBS outlays also rcftects a substantial rise in the 
average price of prescriptions. Since 1984-85, the average dispensed price of 
pensioner prescriptions has increased by some 14% a year. This rcHects the 
increased prescribing of expensive drugs, including heavy utilisation of new 
listings: 
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- It has been estimated for the PBS as a whole, that between August 1987 
and. October 1988, the listing of new drugs and increased prescribing of 
newer and expensive products caused a shift in average prices of 9%. 

Other influences on the scheme include changes aimed at directing assistance 
more closely to the needy and the sick. The patient contribution was significantly 
reduced for the unemployed and low income earners in 1983 by the introduction of 
the concessional arrangements; and in 1986, when the general patient contribution 
was increased from SS to S l 0, a safety net was introduced for non-pensioner 
individuals or families using more than 25 scripts in a calendar year. 

Until the mid 1980s restraint on net outlays under the PBS came mainly from 
periodic increases in the general patient contribution and the containment of price 
increases of listed drugs. In the 1987 Budget, steps were taken to introduce cost· 
effectiveness criteria into PBAC decision making and in 1988 restrictions were 
introduced on the prescribing of some expensive drugs. 

However, the prospective rate of growth is still high in real terms in 1989-90 
comprising: 

• underlying growth attributable to increased utilisation and aver· 
age price 

1989-90 
Sm 

- general SI 

- concessional 16 

- pensioner 121 

• Industry development (Factor 'r) 27 

Upward pressure on the costs of the PBS is expected to mount in the forward 
years with increases in outlays averaging about 20% a year in nominal terms and 
about 15% in real terms. Approximately half of this results from an expected 
acceleration in script volume while the balance reflects an assumed continuation of 
advances in medical technology and the listing and heavy utilisation of new and 
expensive drugs. 

Overall, pharmaceutical benefits arc expected to increase from 11.3% of total 
health outlays in 1989-90 to IS.2% in 1992-93. 

Major Policy Changes 

The Government foreshadowed savings in the PBS in the Economic Statement, 
April 1989. These will be achieved through: 

• increasing the general patient contribution from Sil to Sl2 on I October 
1989 and to index this on I August of each year thereafter. Savings are 
estimated at SIOm in 1989-90 rising to $78m in 1992-93; and 

• making allowance for changes to pharmacists' remuneration yet to be 
determined by the PBRT which· reduces the estimates by S23m in 1989-90 
rising to Sl60m in 1992-93. This is based on the Commonweatlh's previous 
offer to the Pharmacy Guild. 
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Pharmpay administration was transferred to the HIC on 17 July 1989. While 
there are some costs included with this transfer, the enhancement of checking 
procedures to overcome fraud and overscrvicing and to determine eligibility will 
result in net savings of at least St.Sm in 1989-90 and $3m in 1990-91. 

The Government is also concerned to minimise possible adverse health risks 
related to the issue of multiple scripts for all patients, particularly for nursing home 
residents and safety net users who stockpile prescriptions at the end of the safety 
net period. Accordingly, restrictions will be placed on the filling of repeat prescrip­
tions and additional resources of Sim in 1989-90 will be directed to enhancement 
of audit procedures. which together are expected to realise program savings of at 
least S9m in 1989-90. 

Estimates for the Program have been increased by $0.2 in 1989·90 rising to 
$2.lm in 1992-93 to reflect the extension of eligibility for health benefit and health 
care cards (details of these measures are outlined under 4 Social Security and 
Welfare). 

3.4 NURSING HOME SUBSIDIES AND DOMICILIARY CARE SERVICES 

3.4 
Hurting Hom• Sllblldiet Sm 

l0<th•Aged 'M> 

Nuralng Care for Veterans Sm 
and O.pendant• 1\41 

Nurlling Home SubtldlH for $m 
hopl• With 01Abllltles 1\41 

Oomlclllary Hurling Care Benefit• $m 

1988-89 ·1geg;;90 ;1990-91 1991-92 1992-93 
Actual .: eti&~·:'Estlmate Estimate Estimate 

'M> u . , ''-~·: 6.0 6.0 6.0 

liotlMNurli~S.rvlc• ': _~6~:.'..;·:!:~-''.,"'."':,i,;r:!!·~::~"-'!_~9!~"~=-=103,:1~;;o·~;...-=1-=1:::'~5~0 
': 1593~~ .y?i!;; 1850;~ 194~-~ 2006;~ TOTAL 

Nursing home subsidies arc provided to ensure that those people who arc 
assessed. as needing nursing home care have access to residential support and care 
which is appropriate to their needs. Domiciliary nursing home care benefits provide 
financial support to carers to assist frail aged and young disabled people, who would 
otherwise require nursing home admission, to remain in the community. 
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Nursing Hom• Subsidies for the Aged 

New funding. arrangements for nursing homes commenced on I. July 1987 
involving the phased· introduction. over the period to l July 1991 of standard daily 
resident fees and standard· Commonwealth benefits. The ·first stage introduced a 
national standard funding component for infr~tructure costs and the second stage 
from 1 July 1988 introduced nationally uniform nursing and. personal care staffing 
arrangements. Under the uniform staffing arrangements five levels of resident service 
need were established at a standard number of hours and a standard rate of funding 
per hour. 

From I July 1989 additional standard benefits arc payable for respite care 
patients as an incentive for the provision of respite care. In the latter part of 
1989-90 a small proportion of nursing homes will be exempted from the standard 
fee and benefit arrangements .. This modification will enable the nursing homes 
involved to respond flexibly to those residents who arc prepared to pay for a higher 
standard of accommodation. 

Capital assistance for the construction, extension or purchase of nursing homes 
is provided under the Aged or Disabled Persons Homes Act 1954 to eligible non­
profit organisations (Sl3m in 1989-90). 

Certain approved services attached to nursing homes and previously fonded 
under the Nursing Homes Assistance Act 1974 will be funded in 1989-90 by annual 
appropriations, but arc still included under this classification. The approved services 
include a range of therapy serviees and arc provided to non-nursing home residents. 

Nursing Care for Veterans and Dependanrs 

The Commonwealth meets the costs of nursing home accommodation required 
for veterans with service-related disabilities and certain categories of veterans and 
war widows with disabilities not related to service, subject to the payment of a 
standard contribution by the patient. 

Nursing Home Subsidies for People with Disabilities 

Under the Nursing Homes Assistance Act 1974 the Commonwealth. meets the 
approved operating deficits of eligible non-profit nursing homes for persons with 
disabilities. In addition, nursing home benefits arc paid under the National Health 
Act 1953 to a small number of: nursing homes for people with disabilities. 

Eligible non-profit nursing homes arc encouraged to seek a transfer from funding 
under those Acts to more flexible funding arrangements under the Disability 
Services Act 1986. During 1988-89, some 20 nursing homes transferred to these 
arrangements, including 18 from the Nursing Homes Assistance Act 1974. 

Commonwealth expenditure on nursing homes for the disabled under the Disa­
bility Services Act is also included under this sub-function. Ongoing funding will 
not be available under the Nursing Homes Assistance Act 1974 after 30 June 1992. 
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Domiciliary Nursing Cart Benefits 

The Commonwealth pays. a benefit of $42 per fortnight to some· 28 000 
( 1988-89) eligible persons who provide care for approved persons at home as an 
alternative to nursing home care .. Such persons must be aged 16 years or NurBover 
and would otherwise justify admission to an approved nursing home. 

Home Nursing Services 

The Commonwealth funds under the cost-shared Home and Community Care 
(HACC) Agreements with the States certain home nursing services to assist frail or 
at risk aged and young disabled people to continue to live in their own homes. The 
estimated increase in outlays reflects the Commonwealth's contribution to the 
overall increase in Home and Community Care outlays (sec also 4 Social Security 
and Welfare, 4.1 Assistance to the Aged). 

Trends 

Prior to 1975-76 and in the early 1980s real outlays grew very rapidly with 
demographic factors contributing significantly to pressures on the program. How­
ever, growth has abated significantly from the mid-1980s. From then and through 
the forward estimates period, real outlays and· the client population arc running 
roughly in parallel; A significant contributory factor to this abatement in growth is 
the Government's decisfon in 1986 to shift the emphasis in growth of residential 
care places for the aged away from nursing homes towards less costly hostels which 
cater better for the care needs of the elderly, within an overall planning target of 
100 residential care places per 1000 aged population, combined· with more effective 
funding arrangements for nursing homes. 

There were 72 716 eligible nursing home beds at 1 July 1989. A further 2100 
beds arc expected to come on stream over the four years to 1992-93 offset by the 
withdrawal of 525 underutilised State Government beds. 

Major Policy Changes 

The Government has decided: 
- to facilitate the maintenance and. development of multipurpose facilities in 

small rural communities as a means· of ensuring access to a· range of health 
related services .. These services include acute hospital, nursing home, hostel, 
disability and community services. Total outlays of S0.4m in· 1989-90 arc 
estimated rising to $1.6m in 1992-93; 

- to implement. a package of measures to enhance the rights of consumers of 
nursing home and hostel services (this measure will also affect the Home and 
Community Care program and services for people with disabilities). The 
prinuiry focus of the measures. is to ensure a tangible improvement in service 
outcomes; Total outlays in 1989-90 which arc estimated at S2.5m and rising 
to· $3.8Sm in 1992-93 are included under 4 Social Security and Welfare, 4.9 
General Administration;· 
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- to withdraw funding approval for under-utilised nursing home beds in larger 
State Government nursing homes in regions which are oversupplied with beds. 
This measure is estimated, to save S3m in 1989-90, rising to S4m in 1992-93; 

- not to proceed with an arrangement involving supplementary funding under 
the Special Services Program for nursing home residents with high service 
needs. This measure will save an estimated $2.4m in 1989·90 rising to $3.4m 
in 1992-93; and 

- the Government has decided to limit the growth in matched grants under the 
HACC program to a maximum of 15% in all States for the Budget and 
forward years, resulting, in estimated total savings against forward estimates 
of S9.4m in 1989-90, rising to S67.2m in 1992-93., Of these savings, $4.0m is 
reflected under this function for 1989-90, increasing to $23.5m in 1992-93. 
The balance appear under 4. Social Security and Welfare, 4.1 Assistance to 
the Aged. 

3.5 HEALTH SERVICES IN THE ACT, NEC 

Outlays for 1989-90 and the forward years are zero reflecting self-Government 
for the ACT from II May 1989. Commonwealth general and specific purpose 
payments to the ACT analogous to payments to the States and the NT have been 
classified to the appropriate sub-function. 

3.6 ACT HEALTH-TRANSFER TO TRUST ACCOUNT 

The 1988-89 outcome of $34.1 mCr represents Commonwealth Specific Purpose 
Payments to the ACT Trust Account prior to self-Government. For an explanation 
of the operation of the ACT Trust Account in 1988-89, see Statement 7. 

3.7 OTHER HEALTH SERVICES. 

The Commonwealth provides financial assistance to support health research, to 
promote better health in conjunction with the prevention of disease, and to provide 
health services supplementary to the mainstream health care system. Outlays are 
shown in the table on the following page. 

Health Research 

Commonwealth support for health research activities covers medii:al and public 
health research including financial assistance through the Medical Research Endow­
ment Fund (MREF) and the Public Health Research and Development Committee 
(PHRDC) and to the Australian Institute of Health (AIH). 

Payment of available moneys from the MREF, received from, both the Com· 
monwealth and other sources such as gifts and bequests, is determined, by the 
Minister for Community Services and Health on the advice of the National Health 
and Medical Research Council which acts, where necessary, in accordance with any 
conditions imposed by private benefactors. Assistance is provided from the MREF 
and the PHRDC in the form of project, program, institute and research unit grants 
and training awards. Assistance may also be provided to Commonwealth and State 
Government departments. 
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1988-89 01.smi:;sc!'! 1990.91 1991-92 1992-93 
3.7 Actual j · · ·''·"·iEstlmate Estimate Estimate 

Hulth Re ... rch Sm 770 •7:·· 95.7 101.7 104,3 
% i~ ~-.··~~1.· 7.11 11.2 JI.ti 

He-1th Promotion and DlseaM $m 47.9 53.3 48.S 
Prevention % u 1U -4.t 

AIDS Control' Sm 25.3 '·.:'..:iii:~•.! 46.4 53.8 56.1 .. :zt.e !ID.I IU 4.3 

National Drug Program• Sm 26.6 31.5 32.8 34.1 .. 4.0 IS.O 4.0 4.0 

Health Support ServfcH Sm 69.5 108.4 90.9 68.3 
% 10.1 >:!·...... .. 30.I -1e.1 -24.11 

HHhh S.Mc11 for Aborlglnala Sm 

~:f&~111 
41.9 43.6 45.3 

% -14.IS 4.0 4.11 

Ald1and·Appllance1 Sm 40.2 43.0 44.7 
% 11.t. jl:~" 7.3 e.e 4.11 

other Sm 4.5 . ';,!';~;'. 14.2 15.3 15.1 
% -U.4 :;.-i·;1#.,ii IU.1 7.e -o.• 

TOTAL Sm 316.8 ;: .'W7J:!? 426.2 434.3 416.4 .. 8.3 .,.,, Ill.II I.II -4.1 

Health Promotion and Disease Preventio•n 

The Commonwealth provides financial assistance for a wide range of health 
promotion and disease prevention activities that emphasise prevention in contrast 
to the dominant curative approach. 

The National Health Promotion Program (52.Sm in 1989-90) supports commu­
nity based initiatives to .promote better health and to prevent illness, as well as the 
establishment of preventive health strategics throughout Australia including the 
development of those recommended by the Better Health Commission. 

The National Better Health Program ($6.6m in 1989-90), funds projects with 
the States to encourage reductions in the incidence of hypertension, accident injury, 
poor' nutrition, skin cancer and preventable health problems in the elderly. 

Under the National Community Health Program ($13.4m in 1989-90) the 
Commonwealth funds national projects which provide health professional training 
initiatives and foster community participation, self-help and' multi-disciplinary ap­
proaches to health care (cg through support to voluntary associations. and other 
non-government organisations operating at the national level). Under thJS Program 
the largest project is the Family Medicine Program ($9.7m in 1989-90) funds a 
vocational training program organised by the Royal Australian College of General 
Practitioners for medical graduates wishing to enter general practice. 
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Financial assistance is provided to non-Government Family Planning Associa­
tions for clinical services (part of which is paid in lieu of benefit for medical 
services provided in clinics) and for education and training ($12.lm in 1989-90). 

The Public Health Program ($7.4m in 1989-90) provides assistance to tertiary 
education institutions for courses and programs in public health. 

The three year program of grants to the States for women's health screening 
initiated in 1987-88 to undertake cost shared selected trials of cervical cancer 
screening and to assess' the feasibility of mammography screening for breast cancer 
has been extended for a further two years ($2.3m in 1989-90). 

AIDS Control 
The Commonwealth has significantly expanded its efforts in this area from 

SS.Im in 1984-85 to S2S.3m in 1988-89 (excluding hospitals). Grants are provided 
for education and prevention, treatment and support services, the National Media 
Campaign and Research activities. Total expenditure in 1989-90 for these activities 
is estimated at $35.Sm. 

Although primary care and treatment of AIDS patients is a State responsibility; 
the Commonwealth has included a further S21.7m in the 1989-90 hospital funding 
grants to the States based on the actual number of AIDS cases treated. 

National Drug Programs 
The National Campaign Against Drug Abuse (NCADA) activities include drug 

abuse treatment, rehabilitation and prevention programs, the 'Drug Offensive' public 
information campaign, the development of a national drug abuse data system 
together with research and evaluation. Of the $30m provided in 1989-90, $18.8m is 
to go to the States and Territories for funding on a $ for $ basis. 

As a result of the Task Force on Evaluation which reported to the Ministerial 
Council on Drug Strategy in 1988, the Commonwealth undertook to maintain 
current real levels of funding for the NCADA program. 

Health Support Services 
In addition to its commercial activities, the Commonwealth Serum Laboratories 

Commission (CSL) carries out functions determined by the Minister to be in the 
national interest, including research projects, blood fractionation and maintenance 
of reserve stocks. The Commonwealth reimburses CSL for the cost of carrying out 
these functions. CSL also processes blood products for other countries in the region, 
including New Zealand. These countries must contribute to the full costs of work 
undertaken by CSL including a component to recover capital outlays. The Govern­
ment has decided to construct new blood fractionation facilities at Broadmeadows, 
Victoria. The project is expected to be completed in 1993. The 1989-90 capital 
allocation is S20m for the project. 

The annual operating costs of the Red Cross Society's Blood Transfusion Service 
(BTS) in the States are shared by the States (60%), the Society (the lower of 5% 
of operating costs and 10% of the previous year's income from donations) and the 
Commonwealth (the balance). Approved capital costs arc shared between the 
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Commonwealth and the States on a $ for $ basis. Blood collected by the BTS is 
processed by the CSL and blood products are supplied, free of charge (excluding 
freight), to hospitals and approved pathologists for use in medical treatment and 
analysis. The Commonwealth reimburses CSL for the cost of processing the blood. 
Of the $42.7m provided in 1989-90, $21m is for BTS and $21.7m for CSL blood 
processing. 

The Commonwealth subsidises the Royal Flying Doctor Service to the extent of 
about 45% of annual operating costs (matched on a $ for $ basis with the States) 
and also provides a substantial contribution to capital costs. Total provision in 
1989-90 is S 10. 7m. 

Health Services for Aboriginals 

The Government is committed to raising Aboriginal health standards to the 
level enjoyed by other Australians. Strategies emphasise improvement of environ­
mental conditions, domiciliary hygiene and preventive education programs coupled 
with the promotion of Aboriginal participation and decision-making in health care 
delivery. 

Of the $49m provided' for Aboriginal health programs in 1989-90: 

• S28.9m in 1989-90 ($26.9 in, 1988-89) is for the operating costs of 62 Aborig­
inal Health Services which cater for a variety of needs including general 
medical services, dentists, nurses, referrals, social work, nutrition and health 
education; and 

• $8.7m in 1989-90 (S4:7m in 1988-89) is for programs to combat problems 
caused by alcohol, illicit drugs and the sniffing of volatile substances such as 
petrol and glue. 

Aboriginal people arc also encouraged to make better use of the health services 
available to the general community. The remaining funds ($11.2m), will be provided 
as specific purpose grants to the States to supplement State Government provisions 
for the health needs of Aboriginals and for improving Aboriginal access to State 
public health services. 

Expenditure in the outyears will decrease, following the termination of the 
Special National Health Initiatives program. 

Aids and Appliances 

The Commonwealth provides through the National Acoustic Laboratories, at no 
cost to users, a range of hearing services to eligible pensioners and children under 
the age of 21. Services include hearing tests, provision, fitting and maintenance of 
hearing aids and the supply of hearing aid batteries. The laboratories also conduct 
a research and development program on hearing impairment, hearing aid technology 
and assistance to hearing impaired people, noise measurement and the effects of 
noise on people. This item includes the costs of hearing aids, their components and 
batteries. 

In September 1987, a program began to subsidise the cost of syringes and other 
materials required by diabetics. Under the program, the Australian Diabetes Foun­
dation distributes syringes and test aids with Commonwealth and patient contribu­
tions meeting material and operational costs. 
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Othtr 

This category includes outlays on environmental, social and other public health 
activities including human quarantine, health advisory committees, and outlays 
under the Therapeutic Goods Act 1966. Also included is provision for act of grace 
payments, frequently to meet additional costs incurred in sending patients with life 
threatening diseases overseas for treatment unavailable in Australia; the Common­
wealth's contribution to establishment and operational costs of a national centre for 
liver transplantation on a cost-shared basis with NSW; reciprocal health care 
agreements with other countries; and payments towards the operational costs of the 
Australian Medical Council. 

Also included under this sub-function is a $5.2m payment to the ACT as the 
Commonwealth's estimated share of costs in 1989-90 associated with a program of 
sealing and removal of asbestos insulation from residential dwellings. 

Trends 

Average annual growth over the period 1979-80 to 1988-89 was 7.8% (-0.8% 
real). This real decline reftects a reduction in outlays under this item following the 
transfer of the Community Health Program to the States in 1981-82. Excluding 
these expenditures average annual growth was 14.3% (5.2% real). 

The main contributors to the substantial real growth over the period have been 
expenditures under the Medical Research, Endowment Fund reftecting, the generous 
indexation arrangements that applied for most of the period, supplemented by 
periodic real increases in Budget allocations; the development of the AIDS control 
program (38.5% real growth from 1984-85 to 1988-89); and the continued growth 
in expenditure on Aids and Appliances mainly reftecting growth in supply of hearing 
aids and stoma appliances. 

Outlays in Other Health, Services are estimated to increase by 19.2% nominally 
and 12.1% real in 1989-90 to S377:7m. The main factors contributing to the increase 
arc: 

• Science and Technology Package . . . . . . . . . . 

• Approved growth in the National Better Health Program 

• Increased funds for AIDS control . . . . . . . . . . 

• Approved capital expenditure for new CSL Blood Fractionation 
Plant ....•.................... 

1989-90 
Sm 

s 
6 

10 

16 

For the period 1990-91 to 1992-93 average annual growth is expected, to 
be -1 % real. There will be real increases in funding for AIDS, medical research 
and Women's Health, offset by a decrease in funding,for CSL reftecting the pattern 
of outlays for the construction of the new blood fractionation plant. 
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Major Policy Changts 

The Government has decided to introduce the following measures: 

• a significant increase in funding for the AIDS program will be provided in the 
context of the National Strategy White Paper, amounting to S57 .2m under 
this function over 4' years (S6.7m in 1989-90); 

• a new national Women's Health Program cost-shared with the States to fund 
community based multi-disciplinary health centres, information and education 
programs, and continuing education and training of health care providers. 
Expenditure is estimated to be Sim in 1989-90,, $2.7m in 1990-91 and $6.6m 
in 1991-92 and 1992-93 before offsetting savings from Medicare of $0.3m in 
1989-90 rising to Sl.9m in 1992-93; 

• a Birthing Services Program which will provide financial assistance to the 
States/Territories to encourage more cost-effective birthing options as alter­
natives to hospital birthing services. Expenditure is estimated to be S0.6m in 
1989-90, Sl.96m in 1990-91 and Sl.94m in 1991-92 and 1992-93 before 
offsetting savings from Medicare of $0.2m in 1990-91 and SO.Sm in 1991-92; 

• an extension of the screening program for breast and cervical cancer for a 
further two years at an additional cost of $0.6m in 1989-90 and 1990-91; 

• as a component of the Science and Technology package, increases in funding 
for Medical Research Endowment Fund and the Public Health Research and 
Development Committee of $5.2m in 1989-90 and S9.lm in 1990-91 and 
$10.4m in 1991-92 and 1992-93; 

• an additional S8m ($Sm in 1990-91 and $3m in 1991-92) to allow the new 
blood fractionation plant at Broadmeadows to operate as a stand-alone facility; 

• an epidemiological study (S0.3m in 1989-90 only) into the effects of the anti­
malarial drug Dapsone on Vietnam veterans; and 

• innovative Health services cost shared, with the States and Territories directed 
towards homeless youth as part of the Government's response to the Burdekin 
Report. Outlays are estimated to be Sim in 1989-90 and S2m a year from 
1990-91 to 1992-93. 

3.8 

3.8 GENERAL ADMINISTRATION 

Veteran• Affalr1 

"' Community S.rvic:H and HHlth Sm 

1988-89 :,1989"9(1"','1990-91 1991-92 1992-93 
Actual :' ·BUdlitf~Estlmate Estimate Estimate 

IST.O -u 4.7 -1.6 
125.2 150.8 159.6 141.6 

TOTAL 
"' _ _;;=-'"""""""""'""-,;,,:c;;_ _ _:::;:,_ _ _:_:=-i 

$m 

.'.J~i~ 
41.0 11.• IS.Ii -11.3 

148.6 •,-u;q.e 166.1 175.6 157.4 
-111.4 ..•. · .. .;;;;·, 10.3 II.• -10.4 
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Outlays under this heading comprise the general administrative and capital 
expenses of the Community Services and Health portfolio relating to the Health 
function comprising the Department of Community Services and Health, the De­
partment of Veterans' Affairs, the Defence.Service Homes Corporation, the Defence 
Service Homes Trust Account, and the Australian War Memorial. 

Community Services and Health 

This item comprises a proportion of the operating costs of the Department of 
Community Services and Health including the National Acoustic Laboratories 
(NAL), the National Biological Standards Laboratory (NBSL) and the Australian 
Radiation Laboratory. This item includes SI00.7m for general administration rep­
resenting some 47% of the Department's total allocation, S20.5m for property 
operating expenses and S5.4m for plant and equipment. For balance see 4 Social 
Security and Welfare and 5 Housing and Community Amenities. 

A major element of this item is for the construction of an integrated laboratory 
complex of the NBSL at Symonston in the ACT. Total cost is estimated at S59.2m 
over 4 years with S9.3m in 1989-90. 

Veterans• Affairs 

This item comprises the total operating costs of the Department of Veterans' 
Affairs (including the Defence Service Homes Corporation prior to its winding up 
and the sale of the portfolio to Westpac-see 5. Housing and Community Ameni­
ties), the Defence Services Homes Trust Account and the Australian War Memo­
rial. 

Major Policy Changes 

In 1989-90 an additional S2m rising to S4.6m in 1990-91 will be provided to 
upgrade the Therapeutic Goods Program prior to the introduction of charging based 
upon 50% cost recovery from I July 1990. 

In the context of the National Agenda for a Multicultural Australia, additional 
funds have been provided in the Community and Services and Health portfolio to 
improve information about Health services and to collect data about the health 
status of and service utilisation by people from non-english speaking backgrounds. 
These funds total S0.6m in 1989-90, S0.7m in 1990-91 and S0.6m in 1992-93. 

FURTHER REFERENCES 

Annual Reports, particularly those of the Departments of Community Services 
and Health, Veterans' Affairs, the Health Insurance Commission (HIC) and 
Commonwealth Serum Laboratories Commission (CSL) 

Budget Paper No 3, Portfolio Program Estimates 

Budget Paper No 4, Commonwealth Financial Relations with other levels of 
Government 
The Economic Statements, May 1988 and April 1989 

Portfolio Explanatory Notes (Budget Related Paper No 8) for Community Services 
and Health Portfolio and Veterans' Affairs Department. 
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4. SOCIAL SECURITY AND WELFARE 

OVERVIEW 

1988-89 ,111e9~90:;1990.91 1991-92 1992-93 
Actual ~_:j3li(lgi1t'Est1mata Estimate Estimate 

4.1 AnlUnc• to the Ag.ct ... 
:::.;l;~i'. 

9899.7 10656.4 11401.1 .. 12.7 7.11 7.0 
4.2 Anillance to Vet11an1 ... 3595.4 3615.7 3591.0 

and Dopondanto .. 1.~ '-::_;-:.''t .•. ; IS.II 0.11 -0.7 
4.3 Allittance to the DINbled ... 2736.2 U'~1&i;4 j 3335.7 3544.7 3728.3 .. 10.3; .~;~t·: 10.11 11.3 5.2 
4.4 Alliltance to Faml/111 ... 4130.8' 5177.0 5426.6 5639.1 

with Children .. 1.2 ' 3itf;!-: 5.3 4.B u 
4.5 Allillance to the Unemployed ... 3688.6 4117.3 4367.2 4605.1 

and Sick '16 -5.1. •. 5 6.1 5.4 
4.• Other Welfare Program a ... 955.1 1089.4 1113.9 1128.5 

'16 11.1,· 3./S 2.3 1.3 
4.7 Aboriginal Advancement ... 240.8 311.0 320.2 331.1 

Program• nee .. U.4. 
·. 

,·;~o: 20.4 u 3.4 ... General Admlntltratlon ... 1005.0 1098.2 1117.9 1153.7 .. •.t: :' ··1i;•: -2.• 1.• 3.2 
4.9 RtcoverlH and Repayment• ... -11.2: .. ~ZJ;J'I, -34.3 -46.7 -59.1 

~ 1.U.7'. . ... .to.:•. 48.5 38.1 211.5 
TOTAL ... 23802.1 :~.a·: 28589.4 30115.8 31518.9 

~ IS.5· ····'ii>.i. •.II IS.3 4.7 

The Budget and forward estimates do not include any allowance for Common­
wealth sector wage and salary increases after the Budget in each year. An allowance 
for such increases is included in 9C. Contingency Reserve. 

• Total Social Security and Welfare outlays are expected to 
increase by S2531.7m or 10.6% (4.0% in real terms) in 
1989-90. Existing policies imply a deceleration over the subse­
quent three years, to yield an overall real increase of 5.4% to 
1992-93. 
- these trends reflect an initial strong growth in outlays on the 

aged, the disabled and on families with children which is 
expected to moderate in the forward years. 

- the rate of growth in outlays on the unemployed is also 
expected to rise in the Budget year and 1990-91 before 
moderating in 1991-92 and 1992-93. 
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• In 1989-90, Social Security and Welfare outlays are forecast 
to be 30.4% of total Commonwealth outlays, up from 29.0% in 
1988-89 (see Chart 1): 
- assistance to the aged amounts to one third of total Social 

Security and Welfare outlays, with assistance to families 
with children around 20%. 

CHART 1. SOCIAL SECURITY AND WELFARE 
Proportion of Total Outlays and Function 

1989-90 
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69.6% 30.4% Disabled··ll.5% 
Veterans·-12.9% 
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and Welfare 

• The main areas of growth in outlays in 1989-90 are: 
- assistance to the aged (up $916.lm or 11.6%); 
- assistance to families with children (up $786.4m or 19.0%); 
- assistance to the disabled (up $279.2m or 10.2%); and 
- assistance to veterans (up $217.4m or 6.8%)· 

• Budget measures have added a total of 5173.lm to outlays in 
1989-90 and $499.9m in 1990-91, including: 
- an increase in April 1990 of $2 a week for single pensioners 

and $3.30 a week for married pensioner couples on top of 
indexation ($52.6m in 1989-90 and $314.4m in 1990-91) 
taking the single rate of pension above 25% of A WE in 
April 1990; 

- the increase will also apply to married beneficiaries and 
those with dependants. In addition the rates of family allow­
ance supplement (FAS) and additional pension/benefit 
(AP /8) will be increased to maintain benchmarks in January 
1991; 
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- a $10 a week increase in rent assistance for pensioners, 
beneficiaries and FAS recipients payable in two steps of SS 
in December 1989 and September 1990 ($43.0m in 1989-90 
and $92.Sm in 1990-91) with indexation of rent assistance 
from March 1991; 

- a package of measures for the older unemployed to improve 
their labour force participation and to enhance income sup­
port for those with limited reemployment prospects ($1.2m 
in 1989-90 and SS.Sm in 1990-91); 

- improved funding for youth accommodation, income support 
and mediation services as part of the Strategy for Young 
People ($14.Sm in 1989-90 and S8.2m in 1990-91); 

- a significant liberalisation of the income test for married 
unemployment and sickness beneficiaries from September 
1990 ($7.0m in 1990-91 and S8.9m in 1991-92). 

• Measures have also been taken in the 1989-90 Budget to achieve 
offsetting savings of $143.3m in 1989-90 and $280.lm in 
1990-91, including: 

- reducing further the scope for fraud and abuse in the provi­
sion of social security payments by requiring, from 1 Novem­
ber 1989, unemployment and sickness beneficiaries to provide 
their tax file number as a pre-requisite for receiving benefits 
(-$33.4m in 1989-90 and -549.Sm in 1990-91); 

- revised unemployment benefit review arrangements (-543.Sm 
in 1989-90 and -S98.4m in 1990-91); 

- the establishment of three sickness benefit mobile review 
teams (-$3.lm in 1989-90 and -Sl3.7m in 1990-91); 

- measures to eliminate double payment of child and education 
allowances (-$2.Sm in 1989-90 and 1990-91); 

- new work test procedures to apply to beneficiaries who move 
to areas with low employment opportunities or who move 
around the country regularly (-$3.6m in 1989-90 and 
-S8.9m in 1990-91). 

• Measures announced. in the Economic Statement, April 1989, 
will increase outlays in net terms by S553.4m in 1989-90 and 
$714.2m in 1990-91, viz: 

- increased rate of child payments ($554~0m in 1989-90 and 
$680.0m in 1990-91) and accelerated indexation of pensions 
and benefits ($125.0m in 1989-90 and $205.0m in 1990-91); 
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- partially oft'set by improved targeting and administration of 
pensions and benefits (-$125.Cim in 1989-90 and. -$170.Bm 
in 1990-91). 

- staged increases in the pensioner tax rebate so that by 
1990-91 non-pensioner income up to the pension free area 
(currently $40 a week for a single pensioner and $70 a week 
for married pensioner couples) will be totally tax free. In 
order to further encourage self-provision. by removing uncer­
tainty about the tax and means test treatment of private 
income, the pension free area will be indexed annually from 
July 1991 at an estimated cost of $22.0m in 1991-92 and 
$45.0m in 1992-93. 
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PURPOSE 

The Australian social security system exists to protect people from economic 
hardship because they are unemployed or are unable or not expected to work 
because of age, invalidity, sole parenthood or similar factors. Lower and middle 
income families with children also receive assistance in recognition of the additional 
costs they face. Veterans are compensated for service-related disabilities, as are the 
dependants of those whose deaths are service related. 

NATURE OF SOCIAL SECURITY AND WELFARE OUTLAYS 

Most social security assistance is provided as cash benefits directly to recipients 
and/or families who satiSfy the eligibility criteria. The amount received will depend 
on the particular circumstances of the recipient. Most payments are indexed to 
movements· in· the CPI to maintain their real value. 

In addition, a wide range of welfare services for people with special needs are 
made available either directly or through State and local government authorities 
and voluntary agencies. Assistance is provided iO a variety of forms for the 
advancement of Aboriginal people. Details of specific programs and entitlements 
arc set out in annual reports of relevant departments and authorities. 

Assistance is also available indirectly through the personal income tax system. 
For example, concessional income tax rebates provide relief for pensioners and 
beneficiaries; the dependent spouse and sole parent rebates ...,ist single income 
families; and the deductions allowed for gifts to certain welfare bodies extend 
indirect assistance to the organisations concerned. Self provision for retirement is 
encouraged by the concessional tax treatment of superannuation contributions and 
payments. 

TRENDS IN SOCIAL SECURITY AND WELFARE OUTLAYS 

Outlays on Social Security and Welfare have increased from $8782.7m in 
1979-80 to an estimated $26 333.8m in 1989-90 in nominal amounts, an annual 
average increase of 3.0% in real terms .. Chart 2 below shows the movement in 
outlays between 1979-80 and 1988-89 in constant (1984-85) price terms and esti­
mates for the Budget and forward years. 
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CHART 2. SOCIAL SECURITY AND WELFARE 
(1984·85 prices) 
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The dominant components of the function arc indexed pensions and benefits, 
which means that the level of real outlays will be broadly maintained for any given 
number of recipients. The number of pension/benefit recipients is inl!uenced by 
growth in the population as a whole as well as changes in economic circumstances 
and eligibility criteria. Changes in the rate of pensions/benefits not arising from 
indexation increases will also affect the level of real outlays (as will any divergence 
between the CPI and the GDP deflator). 

Chart 3 shows the annual movements in function outlays in real terms. 

CHART 3. SOCIAL SECURITY AND WELFARE 
ANNUAL PERCENTAGE CHANGE 

(1984-85 prices) 
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Rapid growth in the early 1980s primarily resulted from sharp increases in the 
number of unemployment beneficiaries, particularly in 1982-83. This contributed 
just under half of the 27.9% real growth in total function outlays from 1979-80 to 
1983-84. Increased outlays on assistance to families from higher rates of payment 
for child allowances and larger numbers of sole parents and on assistance to veterans 
as more veterans became eligible at age 60 for service pensions were further factors 
contributing to growth in that period (accounting for a further 4.3 and 4.9 percent­
age points of the growth respectively). 

Since 1983-84 the rate of growth in total function real outlays has moderated 
markedly increasing over the period to 1988-89 by just 1.5% overall. This movement 
comprised large decreases in unemployment benefit and family assistance outlays, 
more than offset by increases elsewhere. The reduction in unemployment benefit 
outlays, largely the result of an improving labour market, alone led to a fall in real 
outlays of 4.6% over this period. Government policies to improve targeting of 
assistance by taking better account of the capacity of people to meet their own 
needs have also resulted in real declines. In particular, measures such as the pensions 
assets test, the family allowance income test and the lowering to 15 of the maximum 
child qualifying age for sole parent pensions were significant steps in restricting the 
coverage of payments. Government policies to reduce fraud and abuse were also 
important in containing growth in outlays. 

However, the effect of these factors was more than offset by higher take up 
rates of disability, service and most importantly, invalid pensions. Growth in invalid 
pension outlays alone has added 2.7 percentage points to total functional outlays 
since 1983-84. Increases in rates of payment of some benefits also added to outlays 
over the period. The basic rate of pension and benefit was increased above the 
inflation adjustment in 1984 and additional increases to the rate of single adult 
unemployment and sickness benefit were made. Child payments to low income 
families were also substantially increased in this period as was rent assistance. These 
rises and continued indexation of pensions and benefits in line with the CPI led to 
an improvement in pension levels relative to AWE (from just above 23% in 1983 
to over 24% in June 1987). Overall; however, increases in benefits contributed only 
slightly to real growth in the function (as the non-indexation of family allowance 
over this period offset increases elsewhere). 

From 1986-87 the continuing decline in unemployment benefit numbers, reflect­
ing the strengthening labour market and tighter targeting and administration, has 
been the major factor reducing growth in the period and leading to negative real 
growth in function outlays in 1988-89. (Reduced unemployment outlays led to a 
fall in real functional outlays of 4.0% in these years.) The overall slowing of growth 
docs not reflect the significant real growth in assistance to low income families. The 
major program of assistance for such families, FAS has been expanded both through 
considerably higher rates of payment (which. also flow through· to additional pen­
sion/benefit for children). and real increases in income test limits. The J.4% contri­
bution to functional real growth from FAS was offset by a nearly equivalent real 
decline in family allowance outlays. 

3.119 



In the Budget and forward years, real outlays are expected to rise strongly as a 
result of significant increases to pension rates, rent assistance and child payments. 
Other major pressures for growth in outlays over the forward years arise from: 

- demographic factors increasing the number of age pensioners; and 

- continued growth in assistance to the disabled (although a major review of 
assistance to the disabled has been set in train to, improve targeting and 
restrain growth in outlays). 

Chart 4 identifies real growth in the major components of Social Security and 
Welfare outlays. 

CHART 4. SOCIAL SECURITY AND WELFARE 
OUTLAYS BY SUB FUNCTION 

(1984-85 prices) 
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Further information on the growth in outlays of each of these sub-functions is 
provided in the relevant sections below. 

MAJOR POLICY CHANGES 

Priorities within the social security and welfare area have changed significantly 
over the period moving away from universal provision of benefits to means-tested 
benefits targeted to those most in need. Policy changes introduced by the Govern­
ment have sought: 

• to take better account of the capacity of people to meet their own needs 
including the measures mentioned above and the improved arrangements for 
the collection of child maintenance payments from non-custodial parents; 

• to direct new spending initiatives at areas of greatest need, for example the 
increases in FAS and Family Allowance announced in the Economic State­
ment, April 1989, which together with the increases in rent assistance and 
FAS announced in last year's Budget will add over S700m to outlays in this 
financial year; 
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• to encourage sole parents and the unemployed to enter or to re-enter employ­
ment particularly by providing additional targeted child care places and intro­
ducing specific programs for the long-term unemployed (NEWSTART) and 
sole parents (JET); and 

• to reduce fraud and overpayments, including the introduction of mobile review 
teams and greater use of computing facilities for this task. 

The Government has also moved to encourage self provision by pensioners via 
changes in, the tax system. The Economic Statement, April 1989, announced staged 
increases in the pensioner tax rebate so that by 1990-91 non pension income up to 
the pension free area will be totally tax free. From July 1991, the free area will be 
indexed to the CPI to maintain its real value. 

1988-89 OUTCOME 

In 1988-89, actual outlays were $3k6m under Budget estimates. Outlays on 
unemployment benefit were $246.6m lower than expected which more than' offset 
the $125.4m overrun on assistance to widows and sole parents (due largely to the 
lower than, expected savings from Stage 1 of the Child Support Scheme) and 
overspends of $29.3m on invalid pensions, $32.4m on sickness benefits and Sl l.2m 
on age pensions because of higher than expected numbers. 

4.1 

4.1 ASSISTANCE TO THE AGED 

1988-89 \1 
Actual ~·,,''" 

AQti Ptinlion• and Allowanc•• $m 7516.1 , .. 

,i;1990-91 1991-92 1992-93 
"iEst1mate Estimate Estimate 

9306.3 9985.9 10625.5 .. 7.1: 12.1 7.:t 6.4 
Aged Per1001 HomH and Hott•I• $m 211.5 388.5 435.3 505.2 .. 40.6; 

iio::f:' 
24.0 12.0 18.1 

Home and CommunltyC.r• $m 142.3 204.9 235.2 270.4 .. 21.• :·<':;r1i?,,, /l!D.:t ''·' 16.0 
TOTAL $m 7869.9 ,,,,,·~~!! 9899.7 10656.4 11401.1 .. •f. ,:,"1,1.11." 12.1 7.8 7.0 

Outlays under,' this, sub-function serve to ensure that aged people and their, 
dependants have access to adequate and fair levels of income and that pension 
outlays arc targeted to those with no or little other income of their own. Outlays 
on residential support and care for those aged people who arc unable to live at 
home, but who do not warrant nursing home care, arc included. It also covers the 
cost of providing cost effective community care alternatives for those frail aged and 
younger disabled people for whom long term residential accommodation would be 
inappropriate. 
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Age Pension and Allowances 

Age pensions arc payable to women aged 60 years and over and to men aged 
65 years and over, subject to residency requirements and income anti assets tests: 

- Under the income test, the rate of pension is reduced by SI a week for 
every $2 of non-pension income above the prescribed threshold (currently 
$40 a week for a single pensioner and $70 (combined) a week for married 
pensioners). The thresholds arc increased by $12 a week for each dependent 
child. 

- Under the assets test, the rate of pension is reduced by $2 a week for every 
$1000 by which the value of assets exceeds the prescribed limits (determined 
by whether or not the pensioner is a homeowner and by their marital 
status). 

To provide for movements in the cost of living, rates of pension are adjusted 
twice-yearly in line with movements in the CPI. In the Economic Statement, April 
1989, the Government announced that the Jag between pension indexation and the 
reference period would be reduced from 24 to 12 weeks in stages commencing in 
November 1989. 

The single rate of pension is currently $129.20 a week and the married rate is 
SI 07. 70 a week each or $21 S.40 combined. Pensioners may also qualify for rent 
assistance if they are renting privately and pay more than $20 a week in rent. 

At 30 June 1989 there were I 334 500 persons in receipt of age pension. 

Aged Persons' Homes and Hostels 

Under the Aged or Disabled Persons' Homes Act 1954, grants arc made to 
religious, charitable and other approved organisations and local government bodies 
to defray costs of construction, extension or purchase of accommodation facilities 
for aged or disabled people. 

The Commonwealth also pays the following recurrent subsidies to eligible 
organisations providing hostel type accommodation for aged or disabled people: 

• a hostel care subsidy, to assist organisations to supply services such as meals, 
laundry, cleaning and social activities; 

• a personal care subsidy, to help achieve a higher level of care for more 
dependent residents; and 

• respite care bed subsidies, to encourage provision of respite care beds for aged 
and disabled persons who temporarily cannot care for themselves or whose 
carers need short term relief. These subsidies arc paid at two levels: 

- hostel care level subsidy for respite residents who require hostel level care; 
and 

- personal care level subsidy for people whose levels of dependency require a 
standard of attention equivalent to personal care while in respite service. 
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Home and Community Care 
Under tho Home and Community Care Act 1985 the Commonwealth, in 

conjunction with the States, provides a comprehensive range of int~grated Home 
and Community Care (HACC) services for frail a~cd and ~ou~ger d.1Sablcd people 
at risk of institutionalisation to help them to contmue to hve m their own homes. 
Funding is cost-shared with the States based upon respective levels of Com~on· 
wealth and State outlays in the previous year. Tho Commonwealth also provides 
unmatched funds to test innovative methods of delivering services targeted particu· 
larly at those people most at risk of institutionalisation. 

Home Nursing Services provided under HACC are included under 3. Health, 
3.4 Nursing Home Subsidies and Domiciliary Care Service. 

Trends 
Outlays on assistance to the aged have increased from $3S80.7m in 1979-80 to 

an estimated $8786.0m in 1989-90 in nominal amounts, an average real increase of 
1.0% a year. 

Growth in outlays of this sub-function is dominated by movements in age 
pension outlays. The number of age pensioners grew rapidly over the early part of 
this period, peaking in 1982-83. Over the next four years, pensi~n means test 
arrangements were tightened with the reintroduction of the pension mcome test for 
those aged' over 70 (1983) and the introduction of the assets test (1985) in order 
to target assistance to those with only modest private means. These restrictions on 
eligibility more than offset the underlying growth in the aged population. A 
significant rise in the proportion of the aged population who were eligible for a 
service pension also led to a fall in age pension numbers in this period (outlays on 
service pensions are classified under 4.2 Assistance to Veterans and Dependants). 
The number of pensioners fell by 4.5% by 1987-88 as a result. However, total 
outlays remained fairly stable until 1987-88 because increases in average real benefit 
offset lower numbers. 

Since 1987-88, the number of age pensioners has steadily increased. There have 
also been increases in average real benefits and coverage, arising principally from 
increases in the pension free area. 

Growth in aged person homes and hostels was relatively modest over t~~ ea~ly 
1980s; capital grants declined marginally while outlays on recurrent .s~bsi~ies m· 
creased. There has been significant growth in outlays on recurrent subsidies in more 
recent. years arising from the introduction of the respite care subsidy from January 
1985, the 1986-87 Budget decision to provide automatic inde~tion. of all. ~ostel 
subsidy levels, and the decision to increase the personal care subsidy ( m addit~on !o 
normal indexation) by five annual real increases of SI.SO per day commcncmg m 
May 1988. The Government's strategy to shift the emphasis in resid~ntial care for 
the aged away from nursing homes to hostels has also meant growth m the number 
of hostel places. These trends are expected to continue over the Budget year with 
some moderation over the forward estimates period. 

3.123 



The Commonwealth plans to spend $8786.0m on assistance to the aged. in 
1989·90, compared with $7869.9m in 1988-89, an increase of $916.lm or 11.6% 
(5.0% real). Automatic indexation of the age pension will lead to a nominal increase 
in outlays of S662.2m. Real growth in outlays arises from:. 

- an increase in age pensioner numbers; 
- the bringing forward of the date ofindexation for pensions (sec above); 

- an increase in outlays on hostel subsidies; and 

- Budget measures. 

Budget Measures 

This Budget includes a range of measures to assist the aged and other pensioners 
and beneficiaries. These also benefit veterans and their dependants and the flow-on 
costs have been included in the costs identified below. 

In total, these measures arc designed to deliver improved income support for 
aged persons and also give further encouragement for the aged to enhance their 
retirement income with non-pension income derived from personal savings. The 
more significant initiatives are set out below: 

• a pension increase of $2 a week ($3.30 for marrieds) ($52.6m in 1989-90, 
$313.8m in 1990-91 for all pensioners, married beneficiary couples and those 
with dependents. 

- this increase, and the rent increase in the table below, in combination with 
measures announced in the Economic Statement, April 1989, to bring 
forward indexation and reduce tax liability, will increase pensioners' dispos· 
able incomes significantly. At present a pensioner with $40 a week private 
income, receiving rent assistance, has a disposable income after tax of 
$173.30 a week comprised of $129.20 pension, $15.00 rent assistance, $40.00 
private income less $10.90 tax liability. By August 1991, the pensioner's 
disposable income will have risen to $218.15 a week, comprised of $148.15 
pension, $30.00 rent assistance and $40.00 private income. 

• a $I 0 a week increase in rent assistance for pensioners, beneficiaries and FAS 
recipients to be introduced in two stages-a $5 increase in December 1989, in 
addition to the increases which. arc still to be paid following the previous 
year's Budget, and a further $5 increase in September 1990. Rent assistance 
will be indexed twice yearly from March 1991 in line with the CPI ($42.0m 
in 1989-90 and $92.5m in 1990-91). Sec table below. 
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MAXIMUM RATES OF RENT ASSISTANCE"' 

May 1989 June 1989 Occc:mber June 1990 
Rate Rate 1989 
Spw Spw Rate (2) 

Spw 

Beneficiary (1) 
-without children 10 to 20 
Pensioner 
-without children ll ll 20 
Pensioner/Beneficiary 
-with I or2 
children .... ll 20 2l 
Pcnaioner/Bencficiary 
-with 3 or more ll 20 25 
children . 

(I) Beneficiaries eligible after 26 weeks (beneficiaries over 60 eligible immediately). 
(2) Includes the two SS increases flowing from this Budget 

Rate 
Spw 

2l 

2l 

30 

35 

September 1990 
Rate (2) 

Spw 

30 

30 

Jl 

40 

(3) Rent Assistance is paid at a rate of SO cents in the dollar for each dollar of rent paid above a rent 
threshold of 520 per week up to the maximum rate applicable. 

• the portion of an annuity income stream which represents the notional return 
of the after tax purchase price (the undeducted purchase price or UPP) will, 
in future, be disregarded for purposes of the Social Security and Veterans' 
Affairs income test ($3.5m in 1989-90 and $14.0m in 1990-91); 

• funeral benefit (of $20 or $40) has been absorbed for a number of groups and 
replaced with the following payments: 

- special temporary allowance (ST A) will now be paid for 14 weeks instead 
of 12; and 

- on. the death of a dependent child, sole parents with an only qualifying 
child, carers0 and those receiving FAS or APB will continue to receive the 
same level of payment they would have received before the death for 14 
weeks ($4.3m in 1989.90 and $8.5m in 1990-91); 

• the advisory services on financial matters available to pensioners will be 
upgraded with an enhanced area office inquiry service and the provision of 
grants to other financial counselling organisations (additional administrative 
costs of St.Im in 1989·90 and $1.2m in 199().91); 

• the income test treatment of home equity conversions has been relaxed. In 
future, drawdowns of home equity up to a limit of $40 000 (excluding 
capitalised interest and charges) will be disregarded for purposes of the income 
and assets tests. There should be a negligible effect on outlays. 

The Government has decided to limit the growth in matched grants under the 
HACC program to a maximum of 15% in all States for the Budget and forward 
years resulting in estimated savings against forward estimates for this function of 
$5.4m in 1989·90 rising to $43. 7m in 1992·93. 

The Government has also decided to enhance the rights of nursing home and 
hostel residents, recipients of benefits under the HACC, and users of services for 
people with disabilities. This measure is estimated to increase outlays by S2.5m in 
1989-90 rising to $3.9m in 1992-93. These outlays arc included under 4.8. General 
Administration. 
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4.2 ASSISTANCE TO VETERANS AND DEPENDANTS 

1988-89 1989<'-90' 1990-91 1991-92 1992-93 
Actual ·eiidia~f'.'eatlmate Estimate Estimate 4.2 

Dlaabllity Pen Ilona and $m 1131.1 ;1~0,!!/ 1268.1 1273.3 1256.1 
Allowances % 2.3 ........ 1,0,• 4.7 0.4 -1.4 

S.rvlce P•nlion1 $m 2048.1 ·. 2181'5•' 2324.7 2339.8 2332.2 
% 1.1 .•... u 0.7 -0.3 

other $m 7.6 .a;o 2.6 2.7 2.7 
% -"2.4 .. '-at:li. -Ila.I 3.1 3.1 

TOTAL $m 3186.9 "',3404;;3:. 3595.4 3615.7 3591.0 
% 1.g. ........ ; .. u 0.1 -0.7 

Outlays under this sub-function are used to provide income support and com­
pensation, in the form of pensions, to veterans and their dependants for incapacity 
or death resulting from war or defence service. Veterans over the age of 55(female) 
and 60(male) and their dependants may receive a standard of living which is at 
least equal to that available under other Government income support programs. 

Disability Pensions and Allowances 

Disability pensions and allowances are paid to ex-servicemen and women for 
service related incapacities. A war or defence widow's pension is payable to the 
widow of a veteran whose death was service related (and in certain other limited 
circumstances). An orphan's pension is payable in respect of the veteran's children. 

There arc three main categories of disability pension: 

• the general rate is payable when the incapacity does not prevent employment. 
The amount varies according to the assessed degree of incapacity from I 0% to 
!00% of the maximum general rate; 

• the intermediate rate is payable to a veteran who can work only part time or 
intermittently and consequently suffers a loss of income; and 

• the special rate is payable where a veteran is so incapacitated as to be unable 
to work for more than 8 hours per week. 

Various allowances are provided to supplement disability pensions, including: 
• temporary totally incapacitated pension; 

• temporary incapacity allowance, payable to veterans undergoing hospitalisa­
tion and convalescence or treatment; 

• loss of earnings allowance; and 

• an extreme disablement adjustment, as an additional payment to the general 
rate of pension, equal to 50% of that rate. 

Disability pensions and allowances are not subject to personal income tax or the 
income or assets test. 
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Service Pensions 

Service pensions are payable to veterans who have qualifying service and have 
reached the age of 55 years (female) or 60 years (male) or who are permanently 
incapacitated for work. Service pensions arc also available to certain Commonwealth 
and allied veterans and mariners who satisfy residency requirements. 

Service pensions carry the same rates and range of additio~al payments as ~ge 
pensions, and. are similarly indexed in line with movements m the CPI. Service 
pensions are also subject to the same income and assets test arrangem~nts ~ age 
pensions, except that any disability pension an~ related. all~wanccs received is not 
regarded as income for the purposes of the service pension mcome test. 

Other 

This item includes grants to veterans' associations and to community groups 
providing non-institutional care for veterans. 

Trends 

Outlays on assistance to veterans and their dependants have increased from 
$960.lm in 1979-80 to an estimated S3404.3m in 1989-90, an average annual 
increase in real tcnns of 4.8%. Variations in the numbers receiving pensions have 
been the most important influence. on the growth in real outlays over the past 10 
years accounting for half of outlays growth up to 1987-88. 

In the case of service pensions, numbers increased rapidly up to 1986-87 
(peaking at 406 000 pensiOners) as veterans of WW!l reached retiring age ~ut 
thereafter declined. Between June 1989 and June 1990 the number of service 
pensioners is expected to fall by 9000 (or 2.3%). 

In the case of disability; war widows and dependents' pensions, total numbers 
have fallen (from 435 000 at 30 June 1980 to 361 000 at 30 June 1989) particularly 
as a result or ceasing grants to· veterans' dependants with the introduction or .the 
Veteran's Entitlements Act 1986 and associated Acts in 1985-86. At the same time 
however, there has been an increase in the proportion of recipients in those 
categories being paid higher rates of pension so that, overall, outlays have grown. 
The number of pensioners is expected to fall to 350 000 at 30 June 1990, a fall of 
3.0%. 

The net effect of these changes for 1989-90 is a marginal real growth, after 
allowing for the pension increase and accelerated indexation. By l 992-93 the impact 
of declining service pension numbers is expected to result. in decreasing outlays in 
real terms. 

Budget Measures 

Budget measures to assist veterans and their dependants include: 

• extension of entitlement to dental treatment for ex-prisoners of war (Japan) by 
removal of the $300 limit (costs of which are included in 3.1 Medical Services 
and Benefits) and automatic acceptance of certain disabilities as being war-caused. 
The latter is expected to assist about 2000 veterans over the next two years 
(S0.2m in l 989-90, and SO.Sm in 1990-91): 
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• extensions to other benefits which have a minor impact on outlays, including 
extending Telephone Rental Concessions to all World War I veterans (about 1300 
additional veterans will now be entitled'to Telephone Rental Concessions); and 

• continuation of disability pension for up to 12 weeks (at up to 100% of the 
general rate) to widows of disabled veterans at a. cost of SI.Sm in 1989-90 and 
1990-91. 

The flow on of a number of other Budget measures impacts on. this sub-function, 
in particular those which assist the aged. These measures arc described under 4.1. 
Assistance to the Aged. Other measures which impact on veterans arc also described 
under 3.1 Medical Services and Benefits and 3.2 Hospital Services. 

4.3 

4.3 ASSISTANCE TO THE DISABLED 

Invalid hnlfon1 And Allowances Sm 
'16 

Other Paymenl• For The Oiubled Sm 
'16 

Dlu.bility StrvicH Program 

Rehabilitltlon ServlcH 

TOTAL 

$m 

'16 

$m 

ID.I 
111.1 

u 
202.7 

10.1 

51.5 
IJ.I 

3335.7 
ID.ti. 

u 6.4 

115.3 119.4 
U IJ.6 

218.1 223.7 
7.11. 2.11. 

54.5 57.1 
5.1 4.• 

3544.7 3728.3 ' 
11.3 6.Jl 

Outlays under this sub-function provide income support to people who have 
disabilities, who have limited means and. whose disability precludes full-time em­
ployment. Special services arc also provided to increase the independence, employ­
ment opportunities and integration into the community of people with disabilities. 

Invalid Pensions and Allowances 

Invalid pensions arc payable, at the same basic rate regardless of age, to all 
people aged 16 years or more who are assessed as permanently incapacitated for 
work or who are permanently blind. Invalid pensioners, apart from the permanently 
blind who receive a means test free pension, are subject to the same income and 
assets test as age pensions. Invalid pension entitlements are the same as for age 
pensions. 

Other Payments for the Disabled 

The Commonwealth also provides special assistance for eligible invalid pension­
ers through the following allowances (the rates of payment and associated allow­

. ances are generally the same as for invalid pensions and are subject to the same 
income and assets tests): 
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• the sheltered employment allowance payable to working age disabled people 
engaged in approved sheltered employment. In addition, a $15 a week non­
taxable incentive allowance is paid; and 

• the rehabilitation allowance; a non-taxable allowance payable for th~ duration 
of a Commonwealth Rehabilitation Service program and for up to six months 

thereafter. 
A mobility allowance of Sil a week may also be paid to disabled people who 

arc gainfully employed or undertaking vocational training and who cannot use 
public transport without substantial assistance. 

Disability Services Program 
To qualify for assistance under this program, servi~s must be predominantly 

for persons who have a disability that is perma~ent or hkely to. be. permane~t and 
which results in a substantially reduced capacity for commumcatlon, leammg or 
mobility and a need for ongoing support services. 

Services approved under the Disability Services Act 1~8~ in~lude: accom~c?a­
tion support, advocacy, competitive cmploy~ent and. trammg, mdependent bvmg 
training, information, print disability, recreation, respite care, and supported em­
ployment. 

Some 1700 services were funded under the Act in 1988-89. 
A five year transition period from I July 1987 has been. provided to enable 

existing prescribed services to align their servi.ces with the ~~irements of t~e new 
Act. An additional S!0.3m will be provided m 1989-90, bnngmg total fundmg for 
the Disability Services Program under this function to S183.7m in 1989-90. 

The handicapped children's benefit will continue to be paid to organisations 
approved for such payment under the Handicapped Persons' Assistance Act 1974 
for the provision of residential accommodation for children . up to the age of 16 
years of age. The rate of benefit continues at SS a day per child. 

Rehabilitation Services 
The Commonwealth Rehabilitation Service (CRS) provides treatment and train­

ing programs predominantly in the field of occupational rchabilitat!on to people 
with disabilities who arc of working age, and who arc assessed as lik~ly to m.akc 
substantial progress towards independence or employment. The Service prov1?es 
assistance without charge to clients who arc not covered under compensation 
arrangements. Clients eligible for compensation payments are charged for '.'°"ts 
incurred. Training allowance and living away from home allowance m~y be ~a.id to 
clients of the CRS who are undertaking vocational courses or on the JOb trammg. 

3.129 



Trtnds 

Outlays on assistance to the disabled have increased from sg59.3m in 1979.go 
to an estimated $3015.4m in 19g9.90 in nominal amounts. 

Outlays on invalid pension experienced a continuing high rate of growth over 
the 19g0s, Increases in the number of invalid pensioners was the major contributor 
to growth over most of the period. Numbers of invalid pensioners (including 
recipients of wife's and carer's pension), increased from 275 996 at 30 June 1979 to 
402 119 at 30 June 19g9. Outlays growth appears, to be related to the economic 
cycle as rapid periods of growth coincide with periods of high unemployment. When 
unemployment is high, people with disabilities face greater difficulties in finding and 
retaining employment. This tendency has increased since 19g3 because there has 
been greater emphasis on socio-economic factors in assessing eligibility. It also meant 
that appeal bodies were able to place greater emphasis on employment prospects as 
a condition of eligibility. In more recent years, efforts to improve the administration 
of the invalid pension have slightly moderated the rate of growth. 

As noted below, the Government has set in train a major review of'this program, 
with the objectives of improving targeting and restraining growth in invalid pension 
outlays by discouraging long term dependence on income support. 

Overall, the prospect of the forward years is for continuing real growth averaging 
2.g% a year, reflecting further increases in invalid pensioner numbers (on the basis 
of existing policies) and the flow-on effects of accelerated indexation, the pension 
increase, and the family assistance package announced in the Economic Statement, 
April 19g9. 

Budget Measures 

As part of the Government's review of payments to the disabled, two alternative 
new assessment procedures will be piloted in 19g9.90 and a number of other 
research projects will be undertaken. The purpose of these projects is to identify 
policy changes to achieve a more active approach to income support for people 
with disabilities. The Government has also decided that invalid pension will no 
longer be granted to those above.age pension age (-$0.7m in 1990-91). 
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4.4 ASSISTANCE TO FAMILIES WITH CHILDREN 

1988-89 ':1990-91 1991-92 1992"93 

4.4 Actual;:. ";!Estimate Estimate Estimate 

F1mlly Allowance $m 1314.9 '. 1880.4 2010.8 2128.3 .. -3.0 ':· 4.4 11.9 6.1 

Family AUow-.nce Supplement $m 400.0 ,.,. 617.8 660.0 688.2 

% •7.3: .~:· 10.4 u 4.3 

Sole Parent Pentlon• and $m 2132.3 2328.4 2383.0 2449.5 

Allowance1 .. 8.0 4.t 2.3 u 
Other Child Payment• Sm 53.1 63.6 67.8 71'.3 

% 48.3 . 10.6 116 6.2 

Chlld Care $m 213.1 260.2 276.3 272.3 .. -5.4 ::• u u -t.6 

Other $m 17.5 26.6 28.6 29.5 .. •... :. -tJ.t 7.7 3.0 

TOTAL $m 4130.8 .. 5177.0 5426.6 5639.1 .. 7.2 . 6.3 4.1 u 

Outlays included under this sub-function arc intended to ensure that those with 
care and control of dependent children receive appropriate financial assistance for 
their support. This assistance is tailored to various circumstances, in particular when 
the children are in low income families or where they are disabled or orphaned. 
Assistance is also provided in recognition that sole parents may face difficulties in 
gaining entry to the workforce because they have sole responsibility for dependent 
children or because of absence from the workforce while caring for dependent 

children. 

Family Allowance 
Family Allowance (FA) is an income-tested, non-taxable allo~ance paid to 

families caring for children under the age of 16 and older full-tnne dependent 
students not receiving education support payments. In the Economic Statement, 
April 19g9, the previous rate structure was replaced by increased rates of s1g.oo a 
fortnight for each child up to and including the third, and $24.00 for the fou~h 
and subsequent children. The family allowance income test was introdu_ced 10 
November 19g7 and precludes payment to high income earners. Under the mcome 
test, entitlement for a calendar year is determined on the basis of the previous 
financial year's taxable income. The threshold for rcceivin~ ~aximum rate payme~ts 
is indexed each January in line with the CPI (currently 1t IS $53 550 for one child 
and an additional $267g for each further child). 
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Family Allowance Supplement 

Family Allowance Supplement (FAS) is an income-tested, non-taxable allow­
ance paid, in addition to family allowance, to low income families. The maximum 
rate of FAS payable depends on the age of the eligible child; families currently 
receive $48.00 a fortnight per child aged under 13 and $68.20 a fortnight per child 
aged 13 to 15. These maximum rates arc reduced under an income, test based on 
the previous year's taxable income. For the 1990 calendar year, full payment will 
be made where 1988-89 taxable income was less than $16 750 (plus $624 for the 
second and each subsequent child). The fortnightly payment is reduced by SI for 
every $52 by which annual taxable income exceeds these thresholds. Recipients of 
FAS arc eligible for rent assistance. 

Sol• Parent P•nsions and Allowances 

Sole parent pensions and allowances arc paid to persons who have substantially 
sole care and control of a child under 16 years of age. The sole parent pension 
commenced in March 1989 replacing Class A widow's pension and the supporting 
parent benefit. It is payable at the same rate and is subject to the same income and 
assets test as age pension. Currently a sole parent with two children living in rented 
accommodation may receive up to $229.40 a week. With the commencement of the 
Child Support Scheme in 1988 to reform the collection of child maintenance, sole 
parents have been required to take reasonable steps to obtain maintenance; 

Other Child Paym•nts 

This item covers outlays on child disability allowance (CDA) and double 
orphans pension (DOP). These payments arc made fortnightly with FA; CDA is 
currently $51.70 and DOP $27.70 a fortnight. Neither payment is income tested. 

Child Cart 

The Commonwealth provides capital and recurrent assistance under the Chil­
dren's Services Program (CSP) for a wide range of child care services for children 
and their families. These include day care services in centres, and in carers' homes 
(family day care); outside school hours and vacation, care; and occasional care (sec 
table below). Other services arc provided for Aboriginal children children of non­
English speaking backgrounds, children with disabilities, and children in remote 
areas. 

CHILDREN'S SERVICES PROGRAM, OPERATIONAL PLACES BY CARE TYPE 

Long Day Care Outside Occasional 
School Care/ 

Hours Care Other Centres Centre· Family 
Based Day Care 

30 June 1983(b) , 20008 20100 9870 (a) 
30 June 1988 . 35351 39417 29224 I 576 
30 June 1989 . 31SSS 39549 30448 3536(c) 
30 June 1990(d} . 40374 4-0549 37048 4716 
30 June 1991 (d) . 42024 42049 43748 SSl6 
30 June 1992(d) , 43674 43 549 50448 6316 
30 June 1993(d) . 43674 43549 50448 6316 

{aJ Included in centre-based care for 1982-83 
(b) Approved places, not operational places 
(c} Multirunctional services previously classified as Centre-based Day Care now included here 
fd) Estimates only 
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Recurrent assistance is in the form of per place operational subsidies to CSP 
services and means-tested fee relief. Fee relief subsidies arc provided through CSP 
day care services to enable reduced fees for lower income families. Maximum 
assistance for one child in care is $76 a week, payable when family income is less 
than $300 a week. 

Also included in this classification are the running costs for the Child Support 
Agency in the Australian Taxation Office amounting to $13.2m in 1989-90. 

Trends 

Outlays on Assistance to Families with Children have increased from $1695.lm 
in 1979-80 to an estimated $4917.2m in 1989-90 in nominal amounts, or 2.7% a 
year in real terms. 

Substantial increases in real outlays in the early 1980's levelled out by the mid-
1980s and by 1986-87, outlays had fallen significantly. This stemmed largely from 
policy decisions aimed at reducing eligibility, including: 

• from November 1985 family allowance would not generally be paid in respect 
of dependent students aged 18 and over; 

• from I January 1986 family allowance would generally not be paid in respect 
of dependent students receiving Commonwealth education assistance ( educa­
tion allowances were increased more than commensurately); 

• from September 1987 the maximum child qualifying age for sole parent 
pensions would be reduced to I 5; and 

• from November 1987 family allowance would be subject to an income test. 

An offsetting influence to these decisions arose from the introduction of FAS to 
replace Family Income Supplement in December 1987. Significantly higher outlays 
under FAS reflected the higher level of assistance provided and the increase in the 
number of recipients resulting from a higher income threshold. 

In 1989-90, there will be an increase in outlays of $786.4m or 19.0% (12.0% 
real), primarily because of the decisions announced in the Economic Statement, 
April 1989, to increase and index family allowance and to increase FAS in July 
1989 with further increases predicated on the Budget dccisi0n to increase real rates 
of pension. 

In the forward years, real outlays arc expected to be generally flat. Outlays on 
most items will be broadly maintained in, real terms following the Government's 
decision to index family payments. But outlays on sole parent jlCnsions, the largest 
single item in the sub-function, should continue to fall in real terms by about 1.2% 
a year on· average because of the reforms of the collection of child maintenance. 
The first stage of the, maintenance reforms came into effect on I June 1988. This 
involved the establishment of a Child Support, Agency within the Australian 
Taxation Office to take responsibility for the collection of maintenance payments 
from non-custodial parents. At the same time, amendments to the Socia/ Security 
Act 1947 came into effect which introduced a separate income test for such 
payments and a requirement that custodial parents applying for a sole parent 
pension take reasonable steps to obtain maintenance orders. This has increased both 
the number of maintenance orders and the level of compliance with those orders. 
The second stage of the reforms, to commence in October 1989, involves the 
administrative determination of maintenance obligations by use of an administrative 
formula, based on specified proportions of gross income. 
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The Children's Services Program expanded strongly from its inception in 
1972-73 to S65.2m in 1982-83. Outlays under the Program have grown significantly 
since 1983-84 reflecting the Goverment's decision to expand the number of child 
care places provided; to provide more generous, means tested fee relief; and, with 
the introduction of the 20 000 places strategy in 1985-86, to expand program 
support funding and special services for Aboriginals, migrants and children with 
disabilities. This program will continue to expand with the commencement in 1989-
90, and implementation over 3 years, of the new additional 30 000 places strategy 
announced in last year's Budget. That strategy is made up of 4000 centre based 
places (1000 of which will be available for approved industry-based centres)> 4000 
family day care places, 2000 occasional care places and 20 000 outside school hours 
care places and will build on cost sharing arrangements with the States. 

Budget Measures 

The new FA rates effective from 1 July 1989 with annual indexation from 
January 1990, will provide increased family assistance to almost 2 million families, 
benefiting about 3.8 million children in 1989-90. A further 560 000 low income 
families also receive the substantial assistance provided through. FAS and AP/B. 

In this Budget the Government also made the following decisions: 

• to ensure compliance with FA income test arrangements, selected reviews will 
be made of FA recipients (-$15.0m in 1989-90 and -$30.0m in 1990-91); 

• to introduce a requirement that FA recipients notify the Department of Social 
Security of circumstances that arc likely to result in an increase in income 
which may affect their entitlement (-SI5.2m in 1989-90, -$30.4m in 
1990-91); 

• to change the administrative arrangements governing FAS to· minimise the 
delay between the occurrence of a 'notifiable event' and the resulting change 
in entitlement, particularly, 'notifiable events' which occur before the lodge­
ment of a FAS claim (-$3.9m in 1989-90 and -$7.8m in 1990-91); 

• to prevent double payment of child and education allowances, parents will be 
provided with better information regarding cessation of child payments at the 
sixteenth birthday of the child and be directed to enquire about eligibility for 
appropriate education allowances. Child payments for children over fifteen 
will continue only when parents advise that the child will continue in full time 
education but is ineligible for an education allowance (-$2.5m in 1989-90 
and 1990-91); 

• to revise the present 25% substantial reduction in income rule for FAS. 
Families whose income in the current financial year has or is likely to drop to 
below the FAS threshold, will now be eligible for reassessment of entitlement. 
In addition, those in receipt of AUSTUDY will be eligible for maximum rate 
FAS (subject to the assets test) and those already being paid under the 
reduction rule will in future be assessed under both the normal base assessment 
year and the current financial year and paid at the higher applicable rate. 
These changes will also apply to FA payments. ($3.8m in 1989-90 
and $5.lm in 1990-91); 
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• to introduce the following measures under the Children's Services Program: 

4.5 

-· a formal fee relief system for outside school hours care for ~amilies with ~n 
income below the limit for FAS (SO.Sm in 1989-90, increas.mg to $2.3m m 
1992-93) to be cost shared with the States on a S for S basis; 

_ an increase of $25 in the threshold for maximum ben~fit i~ .the long day 
care income test and an increase of $2.50 in the fee rehef cc1hn~ for centre 
based care, both to be indexed in subsequent years ($5.8m m 1989-90, 
increasing to Sl3.4m in 1992-93); 

- the indexation of existing approved 40 hour fee ceilings for fami~y day care 
for fee relief purposes in 1989-90 and subsequent years ($ l.7m m 1989-90, 
increasing to S5.2m in 1992-93). 

4.5 ASSISTANCE TO THE UNEMPLOYED AND SICK 

1988-89 1~,9Q·".1990-91 1991-92 1992-93 
Actual · .. Budgit Estimate Estimate Estimate 

Unemployment Benefit• $m 3092.2 ·.~1~.~ 3434.3 3634.1 3832.6 .. -1.a ~;9 •.. 5.a 5.5 

Job Search Allowance $m 43.4 ~.9 53.3 56.9 59.8 .. sa.a ti.ii ... u 5.1 

SickneH Benefit• $m 553.0 590.9· 629.7 676.2 712.7 .. 1.2 ·.;«• ... 1.• 5.• 

TOTAL $m 3688.6 ·3793:11' 4117.3 4367.2 4605.1 .. -5.t: ~~.II~· •. 5 .., 5.4 

Income support is provided. to persons who arc unc'."".loyed, or un~ble to work 
because of temporary incapacity, and who have no, or hm1ted, altcrnattve means of 
support. 

Unemployment and Sickness Benefit 

Married unemployment and sickness beneficiaries and. th~ with. dcpcnda~ts 
generally receive the same basic rates of benefit as age and mvahd pensioners, whde 
beneficiaries without dependants receive lower rates (currently $97.70 a week for 
those 18-20 and $120.65 a week for those 21 and over). Benefits payable to .those 
21 years and over arc indexed to movements in the. CPI in ~he same way as IS ag.e 
pension. Beneficiaries may also qualify for rent assistance e.'ther after 26 weeks if 
they do not have dependent children or immediately othcrwtse. 

Benefits are income tested and subject to an assets test (for those 2~ and ov~r). 
In addition, unemployment beneficiaries ar~ subject to a work test which requires 
that they are available for and actively scekmg employment. 
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Job Starch Allowance (JSA) 

From 1 January 19SS, unemployment benefits for 16 and 17 year olds were 
replaced by JSA whose rates of payment arc aligned with AUSTUDY in order to 
reduce lhe financial incentive for young people to leave the education system. 

. Those m~~ting the eligibility criteria receive a minimum payment of $25 a week 
with. an add1t1onal $28.55 a week available subject to a parental income test. The 
maximum rate of JSA is indexed in January each year in line with increases in the 
CPI. 

"'.oung Hom~less Allowance (YHA) may be payable in addition to JSA. YHA 
was. introduced in July l9S6 to assist young people aged 16 or 17 who arc unable 
to hve. at home because of difficult domestic circumstances. It is currently paid at 
a maximum rate of $27.S5 a week. 

Trends 

. Outlays on Assistance to the Unemployed and Sick have increased from $1067.9m 
in 1979-80 to an estimated S3793.9m in 1989-90, or by 59.9% in real terms over the 
decade to 1~89-90. During the early years unemployment levels increased signifi­
cantly, reaching a peak of 10% of the labour force in 19S3-S4 and producing strong 
outlays growth. However, improvements in the labour market since that time have 
led. to a substantial cutback in growth, with real outlays on unemployment benefits 
falhng .bY. 25.'.% ov~r the 5 years to 19S8-S9. Average numbers of unemployment 
beneficiaries (including JSA's) fell from 620 000 to 429 000 over this period. 

There has been a large number of initiatives introduced over the past three 
years to reduce fraud and abuse which have also contributed to the reduction in 
outlays gro~th. ~hese have included the deployment of twenty unemployment 
benefit mobtle review teams, the requirement for mandatory CES registration and 
personal .lodge~ent of unemployment benefit continuation forms, the introduction 
of work. mtent10n forms to ensure that applicants are genuinely seeking work and 
the _reqmrement that applicants provide a certificate from their previous employer 
stating the date and reason for job loss. 

Unlike unemployment benefit, outlays on sickness benefit have continued to 
increase significantly in recent years; real outlays grew by I 5.2% over the 5 years 
to l 9SS-S9, largely because of a growth in average numbers from 63 ooo to 77 000. 

O~tlays on assistance to the unemployed and sick are estimated to increase by 
3.3% in real terms over the period from 19SS-S9 to 1992-93. This is mainly due to 
the fact that benefit~ arc indc~cd to the ~Pl while real outlays are calculated using 
the GDP de~ator, m~reases m rent asststance announced in this and last year's 
Budget, and increases m rates of payment for married beneficiaries and those with 
d.cpenda~ts an.nounced in this Budget. Average numbers of unemployment benefi­
ciaries (includmg JSA's) are estimated to fall by 29000 to 400000 in 19S9-90 d 
then to increase slightly to 410 ooo by 1992-93. an 
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Budget Measures 

In the Economic Statement, April l 9S9, the Government announced that eligi­
bility for unemployment and sickness benefits is to be deferred for the period 
covered by payments of annual leave on termination of employment, up to a 
maximum of four weeks, for all persons leaving employment from 1 September 
19S9. This measure is expected to reduce outlays by S51.7m in 19S9-90 and $62.0m 
in 1990-91. 

Several measures were also announced at that time to strengthen the unemploy­
ment benefit work test. From I July 19S9, improved administrative procedures have 
been introduced in the Department of Social Security' and the Commonwealth 
Employment Service in relation to people who are making unsatisfactory efforts to 
find work. The definition of 'suitable paid work' for work test purposes has also 
been tightened. 

The changes made to the operation of the work test arc estimated to produce 
savings in unemployment benefit outlays of $I 6.5m in I 9S9-90 and 1990-91. 

Increases in rent assistance and in rates of benefit for married couples and those 
with dependants, announced in this Budget and described in the functional overview 
and 4.1. Assistance to the Aged, arc estimated to increase benefit outlays by $16.0m 
in 19S9-90 and S56.6m in 1990-91. 

The Government has also decided in this Budget to liberalise the income test 
applying to married beneficiaries to encourage greater labour market participation 
by benefit recipients and their spouses. From September 1990, the current fort· 
nightly income test free area of $60 is to be increased by $30 in respect of income 
earned by the beneficiary or by the beneficiary's spouse. This measure is estimated 
to increase unemployment and sickness benefit outlays by $6.5m in 1990-91 and 
SS.Sm in 1991-92. 

In addition, to assist in the transition to employment, from June 1990 the 
Government is to provide pharmaceutical and other concessions available through 
the Health Care Card free of income test to long term unemployment beneficiaries 
and sole parent pensioners for a period of 6 months after commencing full time 
employment. Sec also 3. Health. 

A package of measures is also to be introduced for the older unemployed to 
improve their labour force participation and to enhance income support for those 
with limited prospects for economic independence through employment. From June 
1990: 

• the single rate of benefit is to be increased to achieve parity with pensions for 
60-64 year olds with durations on benefit of at least 6 months; 

• the 6 month waiting period for rent assistance for beneficiaries without 
dependent children is to be abolished for 60-64 year olds; and 

• access to the Health Benefit Card is to be provided to 60-64 year olds with 
durations on benefit of at least 12 months. 

These initiatives arc estimated to increase benefit outlays by $5.3m in 1990-91 and 
in 1991-92. Additional outlays are included under 3. Health. 
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Further, for 55-64 year olds new interview and work test approaches arc to be 
trialled by the Department of Social Security and the Commonwealth Employment 
Service; improved access is to be provided to labour market programs; the work 
test as it applies to short training courses, voluntary work and participation in 
regular part time employment is to be relaxed; and a strategy is to be developed 
for changing community attitudes towards Jabour force participation by this group. 

As part of the Strategy for Young People announced by the Government in the 
Budget, income support is to be enhanced: The measures include: 

• an increase of $7 .50 a week in the rate of YHA; 

• introduction of a JSA independent rate, equivalent to the AUSTUDY inde: 
pendent rate, for JSA recipients living away from home who meet the 
independence criterion for exemption from the parental income test; 

• abolition of the waiting period for YHA applicants who cannot live at home 
because of exceptional circumstances such as sexual abuse or domestic violence 
and a reduction in the waiting period from 6 to 2 weeks for other YHA 
applicants; 

• automatic indexation of YHA and the minimum rate of JSA; 

The above measures are estimated to increase benefit outlays by Sl.7m in 1989-
90 and S3.7m in 1990-91. Further detail on the income support initiatives to be 
introduced for young people is provided in Budget Related Paper No. 9. 

In order to further minimise the scope for fraud and abuse relating to social 
security payments, the Government has decided that, from 1 November 1989, new 
applicants for unemployment and sickness benefit will be required to produce their 
tax file number as a pre-requisite for receiving benefits. In addition, those benefici­
aries who arc currently required to produce a tax file number but have failed to do 
so will forfeit their entitlement to benefit. These arrangements will, for this group, 
replace those which normally operate for persons failing to provide their tax file 
number. It is expected that these measures will reduce unemployment and sickness 
benefit outlays by S32.8m in 1989-90 and S48.9m in 1990-9 l. 

The Government will also introduce the following measures to improve further 
the review procedures operating in the area of unemployment benefit: 

• a universal mail review after 3 months on benefit; 
• an intensive interview for 40 000 beneficiaries after 3 months on benefit and 

a further 30 000 after 12 months, combined with close monitoring of the job 
search efforts of a proportion of those interviewed; 

• the deployment of an additional ten mobile unemployment benefit review 
teams, bringing the total number of such teams to thirty; and 

• increased access by the Department of Social Security to information on job 
search and job training efforts made by beneficiaries held by the Common· 
wealth Employment Service. 

These measures are estimated to reduce outlays on unemployment benefit by 
$49.Sm in 1989-90 and $106.7m in 1990-9!. 
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New work test arrangements are also to be introduced to tighten up on the 
treatment of beneficiaries who move from high to low employment areas or who 
move around the country at regular intervals. These will, among other things, in­
volve the introduction of a 12 week 'll(&iting period for unemployment benefit for 
persons moving to low employment areas. Reduc~~~s !n unemploym~nt benefit 
outlays of $3.7m are expected in 1989·90 from these 1mtmt1ves a~d $9.0m •n 1~81. 

In addition three mobile review teams arc to be deployed to improve comphancc 
in the area of ~ickncss benefit, which are estimated to reduce sickness benefit outlays 
by $4.2m in 1989-90 and SIS.Om in 1990-91. 

The Departments of Social Security and Employment, Education. and Train~ng 
recently completed an evaluation of the JSA arrangements, the findmgs of which 
formed an input into the Government's Strategy for Young People. These two 
Departments are also to carry out an evaluation in 1990-91 of the Government's 
NEWSTART program for the prime aged (21-54 years) long term unemployed 
which was announced in the 1988-89 Budget. 

4.6 

4.6 OTHER WELFARE PROGRAMS 

Other Alelltance to Widow• 

Accommodation A11l1tance 

Telephone, Rtntand Pottal 

Conceulon1 
Migrant• Settlement Support 

Welfare Programs In the ACT 

Other 

TOTAL 

1988-89 '1989i.'90:··1990-91 1991-92 1992-93 
Actual :.'BU(lgiii·:Esumate Estimate Estimate 

$m .. 
$m .. 
$m 

'16 

$m 

178.3 .''225'3'. 242.8 251.3 261.1 

5;:; ; · ~~f 59;; 5;; 5;; 

'16 u ':'::·4., .. 
... 28.9 ' .... :12,2,, 

IHI 6.9 jl.~ 

$m 44.4 .. ·• 

6.• 
162.8 

-4.• 
52.6 

3.1 

35.3 
g,5 

0.7 

170.3 

·-~ 54.3 
3.2 

37.6 
6.5 

-0.1 

172.5 
1.3 

56.0 
3.1 

38.7 
3.0 

% 116.5 ' . )':'r~:P:~ n.a. n.a. n.a. 

':~--=:~··~~~:,,.,..,"~.:!,~:·'~}~,....,,~-~~~·:'---:":'~~~·!,,......,.,~4~;.~i 
... 955.1 ... .'.11!5 .. f~r.:.• 1089.4 1113;~ 1128;~ 

'16 11.1 ·,.'·: .... 3.6 

This sub-function comprises a number of loosely related elements directed at 
achieving the following objectives: 

, to provide income support to people in special circumstances; 
, to assist people facing certain additional costs by providing income supplements 

and/or concessions; and 
, to increase access for low income people and the homeless to accommodation 

through the provision of recurrent and capital funds in conjunction with the 
States and Territories. 
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Special Benefit 

Special benefit is paid to those who are unable to cam a sufficient livelihood for 
themselves and their dependants and who are ineligible for any other pension or 
~nefit.' It is paid, generally at rates equivalent to unemployment benefit, at the 
discretion of the Secretary of the Department of Social Security in cases of 
demonstrable hardship. 

Other Assistance to Widows 

This item comprises Class B widow's pension and the widowed person's allow­
ance. Class B widow's pensions are payable to previously married women who do 
not have dependent children and who were aged 50 years or more or were sole 
parent pensioners aged 45 years or more at I July 1987. They are payable at the 
same rate as age pensions and the same additional payments arc available. They 
are also subject to the same income and assets test as arc age pensions. 

Widowed person's allowance is a new benefit which replaced Class C widow's 
pension from March 1989. It is payable to recently widowed persons who do not 
have dependent children (those with children being entitled to sole parent pension). 
The allowance is payable for up to 12 weeks (but not concurrently with another 
pension or benefit) and is. subject to normal pension rates and conditions. 

Accommodation Assistance 

This item comprises a number of programs targeted at those in short term 
housing crisis. 

The Mortgage and Rent Relief Scheme (MRRS), assists low income home 
buyers experiencing extreme difficulty in meeting their mortgage repayments and 
low income private renters experiencing difficulty in meeting rent payments or in 
gaining access to private rental accommodation. 

The Crisis Accommodation Program provides for the purchase; construction, 
renovation or leasing of dwellings to provide short term emergency accommodation 
such as refuges. 

Commonwealth funds for these two programs arc provided to the States as sub­
programs under the Commonwealth State Housing Agreement (CSHA). States are 
required to match MRRS funds on a $ for $ basis. 

Under the Supported Accommodation Assistance Program (SAAP), the Com­
monwealth, in conjunction with the States and Territories, makes available recurrent 
and non-housing capital funds for transitional support services to assist pccple who 
are homeless as a result of crisis. The States and Territories match Commonwealth 
outlays on a $ for $ basis above an agreed funding base. 

Telephone Rental and Postal Concessions 

The telephone rental and postal concessions offer a one-third reduction in the 
basic annual telephone rental fee and an exemption from the postal redirection 
charge. Additional postal concessions arc also provided to blind persons. 
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Migranr Settlement Support 

Settlement support for migrants includes grants-in-aid, translator and interpreter 
services (including language services under Commonwealth/State cost-sharing ar­
rangements), migrant resource centres, maintenance of unattached refugee children 
and assistance to voluntary agencies under the Community Refugee Settlement 
Scheme. 

Welfare Programs in the ACT 

Outlays on welfare programs in the ACT for 1989-90 and the forward years are 
zero reflecting the advent of self-government for the ACT from 11 May 1989. As 
from that date ACT own purpose outlays do not form part of Commonwealth 
outlays as the ACT will operate a separate account outside the Commonwealth 
Public Account. Commonwealth general and specific purpose payments to the ACT, 
analogous to payments to the States and the NT are described in 9A Assistance to 
Other Governments. 

Trends 

Outlays on Other. Welfare Programs have increased from S344.6m in 1979-80 to 
an estimated $1052.lm in 1989-90 in nominal amounts, an average real annual 
increase of 3.2%. 

Growth in outlays on this sub-function has been influenced by the two largest 
items, namely special benefit and Class B widow's pension. 

Special benefit outlays increased by 20.0% in real terms over the period from 
1979-80 to 1983-84. An important factor influencing. growth in this period was the 
deterioration of the labour market. Thereafter, labour market conditions have 
improved. However, from the mid I 980s the Government has introduced a large 
number of measures in the pension and benefit area to improve targeting and better 
enforce eligibility conditions and a number of those taken off these payments have 
been able to qualify for special benefit. This has resulted in continuing real outlays 
growth of 34.5% over the period from 1983-84 to 1988-89. 

Growth in outlays on Class B widow's pension over the 1980s, is largely a result 
of increasing numbers of pensioners, particularly up to 1985. From 1 July 1987 the 
phasing out of Class B widow's pensions commenced (subject to a number of 
protection provisions for existing pensioners and certain other women) so that by 
the year 2002 there will be no new grants of this pension. 

In 1989-90 there will be an increase in outlays of $97.0m or 10.2% (3.6% real). 
Factors contributing to the real growth in outlays include an increase in special 
beneficiary numbers in response to a tightening in unemployment benefit eligibility 
criteria and administration; increased outlays for the implementation of the Govern­
ment's strategy for young- pccplc and increased outlays on mortgage relief an­
nounced in this Budget. These increases will be partly offset by the fall in real 
outlays on Class B widow's pension (reflecting the gradual phasing out of this 
payment) and the cessation of outlays on ACT welfare programs. 

Over the forward years the phasing out of Class B widow's pension eligibility 
and' the forecast moderation in growth of special benefit outlays, will result in a fall 
in real outlays. 
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Budg•t Measures 

A one-off addition of Sl4.8m in 1989-90 will be provided to the States- by the 
Commonwealth under the CSHA (and $0.2m to the ACT). It is to be distributed 
under States' Mortga~e a?d Rent Relief (MRR). eligibility criteria to those adversely 
affected by current high interest rates. These funds will not need to be matched by 
the States. 

The Commonwealth is also providing a one-off grant of S9.8m in 1989-90 to the 
States under the CSHA to assist in housing homeless youth as part of its youth 
strategy ($0.2m to the ACT). (Sec also 5. Housing and Community Ameniti'8 for 
a description of the operation of the CSHA.) 

The Commonwealth has agreed to enter into Agreements with the States to 
provide funds for SAAP on a cost-shared basis for a further 3 years including an 
additional $30.0m in growth funds (matched by the States) over th~ term of the 
new Agreements. 

In addition, the Commonwealth has agreed to provide $16.9m over the period 
to 1992-93 (S2.2m in 1989-90) to promote innovative service development for 
homeless 16-17 year olds focussed on accommodation support priorities arising out 
of the Burdekin Report. The States are to match the Commonwealth's funding. 

Married special beneficiaries, single beneficiaries with dependants and Class B 
widow'~ ~nsi~ners will r~i.ve the pension rate increases in April 1990. Special 
benefic1anes will also be eligible for the rent assistance increases described under 
4.1 Assistance to the Aged. 

4.7 ABORIGINAL ADVANCEMENT PROGRAMS 

1988-89 1989•9!1~ 1990-91 1991-92 1992-93 
4.7 Actual ·.Budliet<Estlmale E'stlmale Estlmale 

Aboriginal O.velopment Sm 108.7 ·. ·. 80;1. 76.7 78.8 81.4 
commlatlon % S.9 · ~~.i -4.2 2.7 3.2 

Community Development Sm 98.8 134;0,. 181.4 189.1 195.8 
Employment Program % so.• •.#.$' 35.4 4.3 3.6 

Aboriginal Land Mining Royalties Sm 23.3 #;t 22.7 22.7 22.7 
% u .:-4~· 

ATSICDC Sm 10.0 10.0 10.0 
% n.•. .;,~, n.•. 

Other Sm 9.9 ·21;6 20.3 19.6 21.3 
% 4.4. 117.f.. ~.t -3.6 11.0 

TOTAL Sm 240.8 . "'258i~· 311.0 320.2 331.1 
% 22.4 t,.; 20.4 2.11 u 

The Government's policies in respect of Aboriginal Affairs are aimed at main­
taining and supporting the cultural identity of Aboriginal and Torres Strait Islander 
people, and in the long term achieving economic and social equity with other 
Australians. 

Programs of assistance to Aboriginals range over a number of functions. 
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This sub-function includes certain programs administered by the Department of 
Aboriginal Affairs and the Aboriginal Development Commission. It also includes 
costs relating to the establishment of the Aboriginal and Torres Strait Islander 
Commission (ATSIC) which, upon passage of enabling legislation currently in the 
Parliament, is intended to replace and take over the programs of those two agencies 
in the course of 1989-90. Other programs are classified under 2. Education, 
3. Health, 5. Housing and Community Amenities, 6. Culture and Recreation, 
7C. Labour and Employment and BB. Law, Order and Safety. 

This section adopts the convention of using "Aboriginals" to include persons of 
the Torres Strait Islands. 

Aboriginal Development Commission 
The role of the Aboriginal Development Commission (ADC) is to further the 

economic and social development of Aboriginals in order to promote self manage­
ment, self determination and self sufficiency. The Commission's programs include: 

• loans and grants for enterprises; 
• acquisition of land of special significance, the maintenance of properties and 

provision of social facilities; 
• home loans to individuals and grants to Aboriginal housing organisations; 

• support services to Aboriginal business enterprises and housing organisations; 
and 

• a capital account investment program to maximise the Commission's capital 
base. 

Community Development Emp/oymenl Program 
The Community Development Employment Program (CDEP), an integral part 

of the Government's Aboriginal Employment Development Program, enables 
Aboriginal community councils, in the more remote Aboriginal communities, to 
undertake community development activities through the creation of employment 
opportunities. Under the scheme, communities agree to forgo the individual unem­
ployment benefits to which their members would be entitled in order to receive an 
equivalent consolidated amount plus an on-cost payment for associated recurrent 
expenditures and a separate capital costs payment. 

In 1989-90, there will be an estimated 11 000 persons participating in the scheme. 

Aboriginal Land Mining Royalties 
Under arrangements set out in the Aboriginal Land Rights (Northern Territory) 

Act 1976, amounts equivalent to the royalties derived from mining activity con­
ducted on Aboriginal land in the Northern Territory are paid by the Commonwealth 
to an Aboriginals Benefit Trust Account (ABTA) for distribution to Aboriginal 
Land Councils established under the Act, communities affected by mining develop­
ments and Aboriginals in the NT generally. 
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Aboriginal and Torres Strait Islander Commercial Development Corporation 

The establishment of the Aboriginal and Torres Strait Islander Commercial 
Development. Corporation (ATSICDC) (previously known as the Aboriginal 
Economic Development Corporation) is part of the Government's initiatives in the 
administration of Aboriginal Affairs outlined in the Aboriginal and Torres Strait 
Islander Commission (ATSIC) Bill 1989. The purpose of the ATSICDC will be to 
advance the commercial and economic interests of Aboriginals by accumulating and 
using a substantial capital asset for the benefit of Aboriginals. The Government is 
currently committed to providing a capital base of $60.0rri in the form of $40.0m 
in capital' subventions and the transfer of the existing Capital Entitlement Account 
of the Aboriginal Development Commission. Owing to delays in passage of the 
A TSIC Bill, monies for the purpose of the A TSICDC will not be appropriated 
until 1990-91. 

Other 

This item includes grants to the States and Aboriginal organisations for social 
support, the costs of the establishment of ATSIC and other outlays items of a 
miscellaneous nature. 

Trends 

Outlays on Aboriginal Advancement Programs nee have increased from Sl6.8m 
in 1979-80 to an estimated S258.3m in 1989-90 in nominal amounts. 

By far the largest increase in this sub-function has been CDEP outlays, partic­
ularly over the last three financial years. This stems from specific decisions concern­
ing CDEP which forms part of the overall Aborginal' Employment Development 
Policy. However, these outlays are largely offset by reduced outlays on social 
security benefits to participants. 1989-90 outlays are expected to be $134.0m (up 
from S7.4m in 1982-83). Participation has increased by 17% to 10 787 people at 
July 1989. The scherne will continue to expand in the outyears by a further 1900 
participants in 1990-91 with a consequent effect on outlays. 

The ADC has received considerable increases in funding since its establishment 
in 1980-81, rising from $13.8m to $108.7m in 1988-89. The amount for 1989-90 
represents a decrease on 1988-89 of $28.6m largely because of a reallocation of 
$26m from the ADC to the Community Development and Infrastructure Program 
administered by the Department of Aboriginal Affairs (see 5. Housing and Com­
munity Amenities). The effect of this is also reflected in the forward estimates. 

Payments to the ABTA for on-passing to the Land Councils are dependent upon 
mining activity and have increased from $3.lm in 1979-80 to $19.9m in 1989-90. 

Budget Measures 

The Government has restored entitlement of CDEP participants to FAS pay­
ments for their dependent children and has committed itself to undertaking a review 
of the funding arrangement of CDEP during 1989-90 ($8.0m in 1989-90). 
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4.8 GENERAL ADMINISTRATION 

1988-89 1989"90 .1990-91 1991-92 1992-93 
4.8 Actual . ·-Budget: Estimate Estimate Estimate 

Department of Social Securily $m 708.5 ···-~.or 779.4 793.7 818.8 .. 2.8 .12:•. -2.tJ 1.8 3.2 

Department of Veteran•' Affairs $m 130.S ·i~.4 158.8 164.9 170.8 .. -3.5 . ·. t-,o -5.1 3.1 3.8 

Department of Community $m 121.4 ·.t15.o 117.9 118.3 122.9 
Strvlce1 and Health .. Bt.1 :--~- 2.6 0,3 3_g 

Department of Aboriginal Affairs $m 44.5 il6.6 42.1 41.0 41.3 .. 17.8 .· :.:t -11.6 -2.8 0,7 

TOTAL Sm 1005.0 · 1.1;io,o·· 1098.2 1117.9 1153.7 .. 8.1 .. . : . -it.4' -I.I I.I 3.1 

Department of Social Security 

The major outlays component under the Department of Social Security relates 
to salaries costs. Salaries outlays are expected to be $441.3m in 1989-90 compared 
with $432.2m in 1988-89, an increase of 2.1 %. Significant additional resources have 
been provided to implement the wide range of initiatives announced in the Budget 
(Sl7.9m) and the Economic Statement, April 1989 ($6.4m). An additional $10.lm 
has also been allocated for the full year effect of the 1988-89 National Wage Case 
decision. These increases have been partly offset by savings from the implementation 
of the Stratplan computer re-equipment program ($9.9m) and the 1.25% efficiency 
dividend ($4.8m). 

The balance of the Department of Social Security's outlays relate to general 
administrative and capital expenses. The increase from $276.4m to $358.7m (29.8%) 
mainly reflects: 

• the introduction of user charges in the areas of compensation, valuations and 
property operating expenses ($33.6m); 

• additional administrative resources allocated for the Budget and Economic 
Statement, April 1989 ($20.lm); 

• a carryover into 1989-90 of $13.6m of unspent computer equipment funds; 
and 

• supplementation equivalent to the non farm GDP deflator to allow for 
increases in other costs and charges ($11.0m). 

Department of Veterans' Affairs 

The major components of general administrative costs of the Department of 
Veterans' Affairs allocated to this. function include $88.lm for salaries and allow­
ances, $39.0m for administrative expenses and $37.Sm for property operating 
expenses. Costs are estimated to increase by a total of $38.0m in 1989-90 due to a 
number of factors including: 

• the costs of absorption of residual Defence Service Homes staff ($4.0m); 

• the introduction of user charges in the areas of compensation, valuations and 
property operating expenses ($12.0m); 
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• additional resources to implement Budget initiatives, including the cost of a 
trip by WWI veterans to Gallipoli to celebrate Anzac Day ($2.Sm); and 

• a carryover into 1989-90 of unspent running costs (S2.4m). 

The balance of the increase is due to wage increases, price adjustments and a 
reallocation of running costs expenditure across the Department's various programs. 

Department of Community Services and Health 

The general administrative costs of the Department of Community Services and 
Health allocated to this function include $61.3m for salaries and allowances, $30.6m 
administrative expenses and $19.lm for property operating expenses. 

Department of Employment, Education and Training 

Running costs arc provided for the Department of Aboriginal Affairs within the 
Employment, Education and Training portfolio. The increase in. running costs in 
1989-90 is mainly attributable to additional costs ($8.9m) associated with the 
establishment of the Aboriginal and Torres Strait Islander Commission (ATSIC). 
These additional costs arc partially offset by savings in salaries and on-costs of 
$2.0m. 

4.9 RECOVERIES AND REPAYMENTS 

The growth in this item from Sll.2m in 1988,89 to·an estimated S23.4m largely 
rellccts the results of the revised reciprocal social security agreement between New 
Zealand and Australia ($19.0m in 1989-90). New Zealand reimburses Australia for 
the cost of Australian aged, widow's and invalid pensions paid to· certain New 
Zealanders. The total also includes smaller amounts for miscellaneous receipts under 
the Departments of Veterans' Affairs and Aboriginal Affairs. 

FURTHER REFERENCES 

Annual reports, particularly those of the Departments of Social Security, Com­
munity Services and Health, Veterans' Affairs and Aboriginal Affairs 
Budget Paper No 3, Portfolio Program Estimates 1989-90 

Budget Paper No 4, Commonwealth Financial Relations with other levels of 
Government 1989-90 

The Economic Statement, April 1989 

Portfolio Explanatory Notes (Budget Related Paper No 8) for the above depart­
ments 
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5. HOUSING AND COMMUNITY AMENITIES 

OVERVIEW 

Hou ling 
Houtlng A1t11tance -Other $m 

Gowmm1n11 % 

Aullll.nce to First Home OWnera $m 
% 

Defence Service Homes Sm 

% 

Houalng In the ACT $m 
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Hout1ng Other Sm 
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934.6 
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SUb-Total Houll'ng 

% -18.2 ·tt0,6.·. -10.6 -1.8 u 
Sm 1197.6 <1~·' 1275.2 1264.6 1273.2 

Urban and Regional Development 

Urban And Regional Sm 
Development 

Pollution Abatement and 
Contr~ 

Sub-Total Urban and Regional 

Development 

TOTAL 

% 

Sm .. 
Sm 

2a.o · ·., ,,.,;~:s­
-41.3 ·,n .• : · 
18.0 ,,.,.:~.1" 
-1•.4 . '. iti.t<· 
41.0 . ·-,5a;5 

1.0 

107.3 
-7.1 

39.2 
3.0 

146.5 

-o.• 

80.2 
-25.2 

32.0 
-18.4 

112.2 

0.1 

89.4 
11 • .f 

33.3 
3.• 

122.6 
u 

1395.8 
1.4 

The Budget and forward estimates do not. include any allowance for Commonwealth 
sector wage and salary increases after the Budget in each year. An allowance for 
such increases is included in 9C. Contingency Reserve. 

• Total housing and community amenities outlays are expected 
to increase by $177.4m or 14.3% (7.5% in real terms) in 
1989-90 and existing policies imply an overall decline in the 
level of expenditure over the three forward years (down 1.4%). 

• Outlays on housing and community amenities have remained a 
fairly constant proportion of Commonwealth outlays in recent 
years. In 1988-89 spending represented some 1.5% of Common­
wealth outlays. In 1989-90 it is expected to be some 1.6% (see 
Chart 1). 
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CHART 1. HOUSING AND COMMUNITY AMENITIES 
Proportion or total Outlays and Function 

1989·90 

TolalOutlays 

ASSIST OTHER GOVT •• 6J.O% 
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DSJ{ •• IJ.0% 
URBAN&: REG l>EVT-IJ.OlJ. 

Housln1and 
Comnn1nlty AtnenlUcs 

• The strong growth in outlays in 1989-90 reflects: 

- the full year effect of the Defence Service Home loan inter­
est subsidy payable to Westpac following the transfer of the 
mortgage portfolio in 1988-89 ($132.3m); 

- the advent of self-government for the ACT from 11 May 
1989 with ACT outlays ceasing to be regarded as Common­
wealth own purpose outlays, with the consequent effect tbat 
receipts from lease sales in the ACT are no longer received 
by the Commonwealth ($31.0m); and 

- the increase in funding of Aboriginal Community Services 
and Amenities reflecting the priority of the Commonwealth 
to improve the infrastructures ( eg housing, sewerage and 
power) of Aboriginal communities ($32.?m). 

• Initiatives in this Budget will add $22.4m to outlays in 
1989-90 and $51.3m. in 1990-91, including: 

- the introduction of a rental property trust subsidy to proYide 
housing assistance to the States at a cost of $2.3m in 
1989-90, $26m in 1990-91 and S65m in 1993-94 at the end 
of the fil'e year program; 

- funding of S6.8m for a number of environmental initiatives 
announced. in the EnYironmental Statement of July 1989, 
including funding for the Billion Trees Initiatiye, costing 
S4m in 1989-90 and the forward years; 
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- $5.2m for the establishment of the Resource Assessment 
Commission which. is to enquire into, and provide advice on, 
resource use matters involving consideration of conservation 
and development issues; 

- an increase in the Housing Costs Reduction Program and 
related measures costing $3.8m in 1989-90 and $3.?m in 
1990-91; and 

- the provision of Sim in 1989-90 and S3m in 1990-91 for the 
rehabilitation of abandoned uranium mines in the NT. 

• Other initiatives impacting, in part, on this function include the 
conversion of $310.Sm a year of nominated loan funds to grants 
under the Commonwealth State Housing Agreement (CSHA) at 
an ongoing cost to both revenue (in terms of foregone interest) 
and outlays (in terms of foregone principal repayments), with a 
total impact on the balance of $7.0m in 1989-90 and $22.Sm in 
1990-91, growing by $15.Sm a year as the volume of grants 
increases. 

• Funding for the following Budget initiatives, not classified to 
this function, but to be provided under the CSHA include: 
- a special additional grant to provide mortgage interest rate 

relief at a cost of $15m in 1989-90; and 

- additfonal housing assistance for youth at a cost of SlOm in 
1989-90. 

• Offsetting savings measures include the introduction of a 
12 month residency requirement for assistance under the First 
Home Owners Scheme (FHOS), saving S2m in 1989-90 and 
S3m in each of the forward estimates years. 

• However, estimates in the forward years are dominated by: 

- the fixed nominal base level of funding under CSHA; 
- the impact on entitlements of fixed nominal income limits 

under the FHOS means test; and 
- the eventual finalisation of the Aboriginal and Community 

Services programs. 
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PURPOSE 

Commonwealth outlays for housing included under this function primarily aim 
to improve access to adequate, appropriate and affordable housing for those whose 
needs are not met through the private rental market. Direct cash assistance is also 
provided under the 4. Social Security and Welfare function to pensioners and 
beneficiaries and other low income earners who rent in the private housing market 
and certain tax expenditures assist owner occupiers and suppliers of private rental 
accommodation (cg exemption from capital gains tax and negative gearing provi­
sions, respectively). 

Other activity under this function provides Commonwealth assistance with 
regional issues, the funding of Aboriginal community services and amenities and 
pollution abatement and control. 

NATURE OF HOUSING AND COMMUNITY AMENITIES OUTLAYS 

Outlays under this function are dominated by assistance for housing, both for 
home ownership and publicly provided rental accommodation. Rental assistance 
under this function is through specific purpose grants to State governments under 
the CSHA to fund both rental subsidies to public housing tenants and the construc­
tion and purchase of additional publicly owned rental stock. Jointly agreed Com­
monwealth and State guidelines ensure that the assistance is targeted to low income 
people and groups disadvantaged in finding suitable accommodation. Short term 
assistance is also available under the Mortgage and Rent Relief Scheme (classified 
to 4. Social Security and Welfare) to those low income buyers and renters 
experiencing difficulties in meeting their repayments or rent. Home ownership 
assistance is provided as grants under the FHOS at the time of initial purchase and 
in the first few years of mortgage repayment and through CSHA Home Purchase 
Assistance arrangements. 

Subsidised low interest loans are also made available through a private financial 
institution to eligible former and serving members of the Defence Force who enlisted 
prior to May 1985. 

TRENDS IN HOUSING AND COMMUNITY AMENITIES OUTLAYS 

Total outlays grew strongly in real terms between 1981-82 and 1984-85, then 
declined markedly between 1986-87 and 1988-89. For the period as a whole, there 
has been a net increase in real terms of 44%. As Chart 2 shows these trends 
essentially reflect changes in the two major housing programs-CSHA and FHOS. 
Over the years CSHA outlays have reflected changes in the demand for public 
housing and the degree of targeting within the program. Similarly, expenditure on 
FHOS (and its precursor programs) has also been demand driven, increasing in 
periods of rising affordability and subject to changes in targeting. 
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CHART 2. HOUSING AND COMMUNITY AMENITIES 
OUTLAYS· COMPOSITION 

(1984-85 prices) 
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In 1978-79 CSHA assistance was provided entirely as loans, States were required 
to match 39% of the Commonwealth's contribution and 40% was earmarked 
specifically for home purchase assistance. Beyond these conditions, the States were 
allowed considerable flexibility to set their own priorities. 

Between 1979-80 and 1981-82 there was a substantial real increase in the overall 
level of funding (18%). Moreover, there was a progressive shift away from advances 
towards grant funding (from 38% to 44% grant funding) and an increased emphasis 
on targeting with the introduction of specific purpose grant programs to assist 
pensioners and Aboriginals with their particular housing needs. In 1981-82 the 
requirement that a fixed proportion be spent on home ownership was dropped. 

CSHA funding quadrupled in real terms between 1981-82 and 1984-85 as policy 
sought to respond to increases in housing related poverty. Increased emphasis was 
placed on grant funding within the CSHA from complete reliance on loan funding 
in 1981-82 to full grant funding in 1984-85. Following the 1982 Loan Council 
meeting the States were also able to nominate a proportion of their general purpose 
advances for housing at concessional interest rates. In addition, the States were 
required to match the Commonwealth's contribution to a greater extent (from 75% 
in 1981-82 to 83% in 1984-85). Over this period the proportion of funds spent on 
providing rental accommodation increased from 77% in 1981-82 to 91% in 1984-85. 

When Budget outlays growth overall slowed from 1984-85 in response to general 
budgetary imperatives, and in recognition of the substantial expansion of funding 
that had occurred, further steps were taken to improve program effectiveness. In 
1984 the Commonwealth entered into a new CSHA which placed greater emphasis 
on targeting assistance toward specific groups with particular housing needs. One 
new specific purpose program was introduced (the Local Government and Com­
munity Housing Program) and two programs (the Crisis Accommodation Program 
and the Mortgage and Rent Relief Scheme), formerly outside the CSHA, were 
incorporated into CSHA assistance. 
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The effect of these efforts to improve targeting has been that increasing numbers 
of pensioners and beneficiaries and other low inc<imc groups continued to be assisted 
without significant further increases in C<immonwcalth outlays. For example, the 
proportion of public housing tenants who were receiving rent rebates rose from 52% 
in 1981-82 to 62% in 1984-85. 

In the period 1984-85 to 1987-88 real funding levels for the CSHA declined. 
Outlays within the program were increasingly targeted to low income renters in 
need so that the proportion who were eligible for rent rebate subsidies increased 
from 62% in 1984-85 to 72% in 1987-88. In addition, a much higher proportion of 
Commonwealth funding was devoted to subsidising the maintenance and funding of 
the existing rental stock. 

These trends continue in the current budget and' in the forward years. Aggregate 
outlays on CSHA, projected at the fixed base level of funding guaranteed under the 
Agreement, does not grow significantly, but recent changes to the matching require· 
mcnts and rent setting policy under the CSHA will help to improve further targeting 
and program effectiveness. The CSHA will be renegotiated during 1989-90. This 
may result in a revision to the base level of funding. 

Assistance to home purchasers bas followed a similar pattern. In 1978· 79 direct 
homeownership assistance was provided through the Homo Savings Grant program. 
This program had effectively replaced earlier systems of assistance provided through 
tho 1964 Home Savings Grant Scheme and through the tax system. 

Between 1979-80 and 1981-82 funding levels grew slightly until the' introduction 
of Home Deposit Assistance Grants in the 1982-83 Budget. (which doubled the level 
of funding) and further tax rebate schemes. 

Tho First Home Owners Scheme, introduced in 1983-84, provided not only 
deposit assistance but also an ongoing subsidy payment to help meet the costs of 
mortgage repayments in the early years. Ono factor in setting tho initial generosity 
of FHOS was a perceived need to stimulate activity in the housing sector at a time 
of recession. 

FHOS outlays grew rapidly until eligibility was tightened in 1984-85 and again 
in 1985-86. In 1984-85 the income limits were revised, and the maximum benefit 
reduced. These measures targeted assistance more closely on those most in need, 
namely low income earners with children; and served to stem very strong growth in 
the housing sector after the initial requirement for stimulus of the building industry 
had passed. 

From a lower base, FHOS outlays remained fairly steady until a further 
tightening of eligibility and a reduction in payments were announced in the Eco­
nomic Statement, May 1988 in the context of prospective strong,growth in housing 
activity. By 1988-89 these outlays were 42 per cent less than the post-recession 
peak. A further modest real decline is expected in the forward' years, retlecting a 
decline in the numbet of grants under the current unindexcd income test. In this 
Budget the Government has introduced a 12 month residency requirement before 
assistance can be paid. 

3.152 

Defence Service, Homes, assistance has varied ~ignificantly over the ten years to 
1989-90. Generally, outlays have fallen since 1983-84 essentially because of increased 
repayments from borrowers which fund new loans and thus reduce the requirement 
for capital injections f~om the budget. O\ttlays arc expected to peak in 1990-91 
reflecting the full year impact cif the interest subsidy payable to Westpac following 
the sale of the mortgage portfolio in 1988-89. In the future years dcmarid'is expected 
to decline somewhat, as the initial effects of the new arrangements dissipate. 

There has been a trend towards reduced Commonwealth involvement. in regional 
development initiatives such as the NSW Growth Centres. At the same time there 
have been increases in repayments by the States of previous loans. Outlays in the 
Aboriginal and Community Services area·havc increased from $16.9m in 1979-80 to 
$103.2m in '1989-90 (a real increase of 76%) mainly because of the introduction of 
policies designed to improve facilities and the living environment of Aboriginal 
communities. 

Outlays on Urban and Regional Development arc expected to decrease over the 
forward estimates period mainly because of changes in policy, including the cessation 
of funding· for the Aboriginal Communities Development Program in WA, the 
Priority Community Strategy, and the finalisation of the ACT capital works pro­
gram. Funding for the Local Government Development Program is due to end in 
1990-91. 

1988-89 OUTCOME 

The overall change in this function (down $90.lm or 6.8%) primarily reflects 
reduced outlays relating to, the ACT following self-government and reduced outlays 
on home acquisition assistance as a result of a higher than estimated' level of 
repayments by existing borrowers and a, lower than expected level of new lending 
business. 
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5.1 

5.1 HOUSING ASSISTANCE TO OTHER GOVERNMENTS 
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The Commonwealth assists the States in helping low income earners purchase a 
home and in providing publicly funded rental housing. 

Included under· this sub-function arc nominated loan funds (under the proposed 
CSHA arrangements these will be converted to grants and absorbed into the CSHA 
in 1989·90), grants to the States under the CSHA and repayments by the States of 
housing assistance loans. 

Nominated Loan Funds 

From 1982-83, the six States and the NT were able to nominate a proportion 
of their advances from the Loan Council Program and the related general purpose 
capital advances to the NT for public housing provided that they first met the 
CSHA matching requirements by allocating sufficient of their own resources for 
public housing. Similar arrangements were later introduced for the ACT. The States 
nominated 100% of their advances ($310.5m) in 1988-89. 

However, the Commonwealth agreed at the Loan Council meeting of 18 May 
1989 to replace the $310.Sm pool of nominated Joan funds in 1989-90 with grants 
under the CSHA. The cost to the Commonwealth of replacing the 1989-90 advance 
with a grant-in terms of forgone future principal and interest receipts-has been 
estimated to be in excess of $1 IOm on a present value basis (using the long term 
bond rate as a discount rate). This cost would be repeated for each year that loans 
at this level arc converted to grants. (Details of other Loan Council decisions can 
be found under 9A. Assistance to Other Governments, nee and in Budget Paper 
No. 4 Commonwealth Financial Relations with other levels of Government 1989-
90.) 
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Nominattd Loan Funds-Repayment of Principal 

Advances previously nominated by the States for public housing arc repayable 
over 53 years at an interest rate of 4.5% a year. 

Grants ID· tht Stotts Under the CSHA 

Under the CSHA the Commonwealth may provide either capital grants or loans 
to the States. However, since 1984-85 all assistance provided to the States under 
the CSHA has been provided as grants. This arrangement will continue for 1989-
90. 

In May 1989 the Government offered the States $1010.5m in CSHA grants for 
1989·90 (only S941m of which is allocated to this function) and strengthened 
matching obligations. In effect, $310.5m which had previously been provided as 
loans under the Loan Council program was replaced by grants which are additional 
to the $700m CSHA base level. funding provided under the Agreement. As noted, 
the cost to the Commonwealth-in terms of forgone future principal and interest 
receipts-has been estimated to be in excess of SI !Om a year. 

Under the proposed revised arrangements: 

• the extra grant funding of $3!0.5m will be redistributed over three years to 
the States on CSHA relativities (essentially per capita), rather than the existing 
Loan Council "historical" basis; 

• the States will not have to service any new Commonwealth debt but they will 
be required to improve their CSHA matching effort in respect of Common­
wealth funds; 

• half of the State matching requirement can be met from funding derived from 
previous Commonwealth and State effort, supplemented with private sector 
funds for home purchase assistance; 

• Commonwealth. and State matching grants are to be paid into a new rental 
capital account and used primarily to acquire public rental housing. States can 
also draw on this account: 

- to repay State debt to the Commonwealth for past funding (this is estimated 
to be about $290m in 1989-90); and 

- to cover various State recurrent and capital outlays (such as property 
upgrading and the provision of community tenancy workers) up to 10% of 
these funds (this allowance is not to cover State administration costs); and 

• the targeting of public housing assistance will be enhanced by requiring that 
tenants who arc able to meet the full cost of providing the accommodation 
they occupy do so. 

The formula used to set maximum rents will be changed to include the true 
interest cost on State borrowings (rather than incorporating the subsidised interest 
cost of moneys provided on concessional terms). This is expected to result in a cost 
rent closely approximating market rent levels in most States for those tenants not 
eligible for rent rebates. States that wish to charge maximum (non-rebated) rents 
in excess of these new cost rents will be free to do so, thereby increasing the 
incentive for higher income tenants to move into the private market. These changes, 
in tum, should free up more public rental dwellings for low income tenants. 
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The Commonwealth funds specific purpose sub-programs in areas of special 
housing need specified by the Commonwealth under the CSHA as follows: 

• Block Assistance, the major component (75%) of CSHA outlays. These fund 
public rental housing, repayments of Commonwealth principal and interest 
and cover various State recurrent and capital outputs. Current arrangements 
provide for Home Purchase Assistance to be financed from revolving funds 
(ie loan repayments, supplemented by private sector raisings). This is in 
contrast to previous arrangements whereby some new CSHA funds were 
available for Home Purchase Assistance; 

• Pensioner Housing Assistance, designed to assist pensioners and beneficiaries 
lo gain access to accommodation which best suits their needs and capacity to 
pay; 

• Aboriginal Housing Assistance, to provide grants for the construction, pur­
chase or lease of rental dwellings for Aboriginals in need of housing assistance; 

• local Government and Community Housing Assistance to enable local gov­
etnment, community and welfare organisations to purchase, construct, lease or 
upgrade dwellings for low cost rental housing-intended lo allract additional 
land and capital resources and allow tenants a greater role in the management 
of dwellings; 

• Mortgage and Rent Relief for short-term assistance to low income home 
buyers or private renters experiencing difficulty in meeting their repayments 
or rent-used to provide short term bridging assistance until alternative public 
housing becomes available; and 

• Crisis Accommodation for the purchase, construction, renovation or leasing of 
dwellings to provide short-term emergency accommodation such as refug~. 

The States are required to match Block Assistance and MRR funds on a $ for $ 
basis. No matching is required for the other specific purpose programs. 

A one-off addition of $14.8m in 1989-90 will be provided to the States by the 
Commonwealth under the CSHA. It is lo be distributed under States' Mortgage 
and Rent Relief (MRR) eligibility criteria to those adversely affected by current 
high interest rates. However, lhe Commonwealth has waived the requirement, as 
applies to other MRR funds, for a matching contribution from the States. 

In addition, in 1989-90 a special one-off grant of $9.Sm is lo be made lo the 
Stales under the CSHA to assist in housing homeless youth. 
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The following table shows the various components of the CSHA, including those 
allocated to other functions. 

Program 

Block Assistance-Rental . • . • 
-Home purchase . 

Pensioner Housing . • • . • . . • . 
Aboriginal Housing , • . , . • . . , 
Local Government and Community Housing 

Allocated to 
this function Sm . 
- % total CSHA 

Research and Consultancy (a) 
Youth Housing (b) , 
Mortgage Relief (b) . . . 
Mongaac and Rent Relief (b) 
Crisis Accommodation (b) 

TOTAL 

1988-89 
Aclual 

Sm 

477.S 
SJ.I 
37.S 
70.0 
16,0 

654.1 
93.4 

26.4 
19.S 

700.0 

1989-90 
Budget 

Sm 

777.2 

48.8 
91.0 
24.0 

941.0 
90.9 

0.1 
9.8 

14.8 
30.4 
39.0 

I 035.1 

Change 

Sm 

299.7 
-SJ.I 

11.3 
21.0 
8.0 

286.9 

0.1 
9.8 

14.8 
4.0 

19.S 

335.1 

62.8 
-100.0 
-JO.I 

30.0 
50.0 

43.9 
-2.7 

na 
na 

JS.2 
100.0 

47.9 

(a) Thia proaram is claaificd to .S.5 Housing 01lrtr. 
(b) Payments under these proaranu are clau:ificd under 4. Social Stcurlty and Wtlfau 

CSHA equivalent payments to the ACT are estimated to be $18.2m in 1989-90 
with $17.lm allocated to this function and St.Im allocated to 4. Social Security 
and Welfare. 

Chart 3 shows the proportions of CSHA funding to be allocated to its various 
components in 1989-90. 

CHART 3. COMMONWEALTH STATE 
HOUSING AGREEMENT 

ALLOCATION OF FUNDS BETWEEN PROGRAMS 1989-90 

Pensioner Housing .... S.0% 

Block Grants--75.0% 
Aboriginal Housing--9.0% 
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Chart 4 shows the proportions of assistance provided to the States as loans and 
grants since 1979-80. 

CHART 4. ASSISTANCE TO OTHER GOVERNMENTS 
FOR HOUSING 

(1984-85 prices) 
$Billion 

l.S ~-------------------~oLOANS 

E\JGRANTS 

The main recipients of assistance under the CSHA are pensioners and benefici­
aries who currently occupy about 70% of the public housing stock. This percentage 
is increasing as about 90% of new allocations are made to this group, a trend which 
the changes to the cost rent formula to be incorporated into the new Agreement 
will reinforce. 

Details of the allocation between the States of Commonwealth assistance under 
the CSHA are shown in Budget Paper No. 4 Commonwealth Financial Relations 
with othtr levels of Government 1989-90. 

CSHA Loans-Repayment of Principal 

Prior to 1984-85, in addition to the nominating arrangements, a proportion of 
the assistance provided under the CSHA was by way of loans, repayable in equal 
annual instalments over 53 years at a concessional fixed rate of interest of 4.5% a 
year. Repayments of loan assistance are estimated to be $54.5m in 1989-90, 
compared with S52.4m in 1988-89. 

Subsidy for Private Rental Housing 

The Commonwealth has offered financial assistance to the States to subsidise 
the operations of rental housing trusts. These trusts to fund, additions to the private 
rental housing stock for use by low and moderate income earners. It is expected 
that the States will approve payment of the subsidy to commercial rental housing 
trusts or similar vehicles for the construction or purchase of dwellings for rent at 
market rates. Up to $13.5m is available for this purpose in 1989-90 if all States 
take up the offer. However, only NSW has formally accepted the offer so far and 
details are not yet finalised. The amount included in the Budget papers for 1989-90 
(see Table 5.1) will go to NSW whereas the amounts included in the forward years 
assume full take up. 
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Othtr Grants to the States for Housing 
The States Grants (Housing) Act 1971 provides for annual grants to the six 

States for 30 years in respect of their housing operations in 1971-72 and 1972-73. 
The payments are in lieu of an interest concession on State funding for public 
housing in those years. $5.5m will again be provided for this purpose in 1989-90. 

5.2 ASSISTANCE TO FIRST HOME OWNERS 

The First Home Owners Scheme (FHOS) was introduced on 1 October 1983 to 
assist low to moderate income earners purchase their first home, to stimulate the 
dwelling construction industry and to create jobs. Eligibility is determined chiefly 
on the basis of an Income test. 

Included, under this sub-function in addition to FHOS are the now defunct 
Home Deposit Assistance Scheme and the Home Savings Grant Scheme. 

Chart 5 disaggregates FHOS outlays since 1983-84. 

CHART 5. FIRST HOME OWNERS SCHEME OUTLAYS 
(1984-85 prices) 

$Million 
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Outlays on FHOS are expected to decline from SI 76.0m in 1988-89 to $146.3m 
in 1989-90. In 1988-89 the average level of benefit granted to 36 235 successful 
applicants was $3731 and the average price of houses purchased with FHOS 
assistance was $72 402. This can be compared with expected figures for 1989-90 of 
up to 40 000, some $3500 and about $72 500, respectively. 
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5.3 DEFENCE SERVICE HOMES 

The Defence Service Homes (DSH) Scheme provides home ownership assistance 
to eligible former and serving members of the Defence Forces who enlisted prior to 
May 1985, in the form of low interest loans. 

Included under this sub-function is direct assistance provided under the previous 
DSH scheme, payment of the current interest subsidy to Westpac and the DSH 
insurance business (sec table below). 

5.3 
:)1990-91 1991-92 1992-93 

lmate Esllmate Esllmata 
Hom• Acquisition A1tlltt.nce Sm 5.1 5.1 5.4 .. -u O.• 5.2 
lnterHt Subsidy to Private Sm 176.8 159.0 163.4 

Purchaaer .. 2.2 -10.1 2.1 
OSH lnturance Sm 0.8 0.5 0.5 .. -14.2 -•ta 1.1 
TOTAL Sm 182.6 164.6 169.3 .. u -u 2.1 

Home Acquisition Assistance 

During 1987-88 the Government decided to sell the mortgage portfolio admin· 
istcred by the Defence Service Homes Corporation and the right to make new loans 
under the Scheme. Jn this context, a number of changes were introduced including: 
a reduction in the maximum length of the loan from 32 years to 25 years; the 
introduction of loan portability for those who applied after 8 Dwcmber 1988; arid 
the elimination of the 10 month waiting period. The 'three-tiered' concessional 
interest rate was also replaced by a single "blended" interest rate of 6.859& a year. 
New borrowers and eligible borrowers who require· more than the maximum 
subsidised loan of S25 000 will have access to "top up" loans from the private 
purchaser at first mortgage housing interest rates. 

The existing DSH mortgage portfolio was progressively transferred to Westpac 
in the first half of 1989. (The proceeds of the sale of the mortgage portfolio arc 
classified under function 9D. Asset Sales.) On completion of the sale, the Corpo­
ration was wound up and the ongoing residual functions (essentially verifying 
entitlements and monitoring Westpac) transferred to the Department of Veterans' 
Affairs. Expected outlays arc $5.3m in. 1989-90 and $5.lm in 1990-91 which 
compares to administrative outlays under the old scheme of around $14.0m a year. 

Interest Subsidy to Private Purchaser 

DSH loans continue to attract concessional interest rates after the sale, both for 
existing loans and new lending. Interest on the first $25 000 or part thereof of new 
loans provided by Westpac is at a single interest rate of 6.85% a year. 

A subsidy is paid to Westpac to bridge the difference between the concessional 
interest rate paid by DSH borrowers and an agreed "benchmark" mortgage rate 
based on the standard bank interest rates for new owner-occupied housing. 
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Insurance 
The Commonwealth has retained DSH's insurance business. Total outlays under 

this classification arc the excess of cash receipts (other than receipts of interest on 
investments-sec Statement 4 Estimates of Revenue 1989-90) over payments from 
the Insurance Trust Account. 

Trtnds 

DSH assistance has varied significantly over. the ten years to 1989-90. In 
1980..81,thc DSH loan was increased from SIS 000 to $25 000. Subsequently, the 
average number of new loans approved rose to 6500. Since then there have been 
about SSOO new Joans each .year .. Outlays have fallen steadily since 1983-84 mainly 
because increasing repayments from borrowers have reduced the requirement for 
capital injections. from· the budget. 

Outlays on DSff'. assistance are expected to increase significantly in 1989-90-
up Sl26.9m or 243%. This primarily reflects the full year effect of the interest 
subsidy payable to Westpac following the transfer of the mortgage portfolio in 
1988-89 ($132.3m), partly offset by a decrease in direct loans (S5.3m). 

The overall impact on ongoing outlays of the sale of the mortgage portfolio is 
an increase from SI0.7m in 1987-88- to $179.2m in 1989-90, the first full year of 
the interest subsidy payment. 

Outlays arc expected to decline in 1991-92. After an initial surge of new 
applications, the application rate is expected to resume its historical trend. The 
interest rate determining the subsidy is also estimated to decline over the forward 
estimates period. 

5.4 HOUSING JN THE AUSTRALIAN CAPITAL TERRITORY 

Outlays for 1989-90 and the forward years are zero reflecting the advent of sclf­
govcmment for the ACT from !I. May 1989. 

5.5 HOUSING OTHER 

Included under this sub-function are payments to assist Aboriginals and migrants 
with accommodation and the Housing Costs Reduction Program along with a 
number of smaller programs. 

While highly variable, outlays under this sub function peaked in 1986-87. 

Outlays on other housing assistance are expected to increase significantly in 
1989-90-up $3.6m or 13.5%. This is primarily the result of the commencement of 
a new phase of the Housing Costs Reduction Program (and related measures) 
arising from the Special. Premiers' Conference on Housing in May 1989 ($3.8m in 
1989-90 and $3.7m in J99()..9J). 

Outlays on Aboriginal Hostels Limited arc expected to decrease marginally over 
the forward estimates period (down S2.8m in 199()..91) owing to the completion in 
1989-90 of major maintenance work and the provision of additional accommodation 
for students. 

Over the forward estimates period outlays are expected to remain static until 
t 992-93 when the Housing Costs Reduction Program is due to terminate. 
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S.6 GENERAL ADMINISTRATION (HOUSING) 

Outlays of Sl2.4m provide mainly for administrative costs of the housing 
function of the Department of Community Services and Health0 including Sl0.7m 
for salaries, SS. Im for administrative expenses, $3.Sm for property operating ex­
penses and $3.2m for plant and equipment, partly offset by miscellaneous repay­
ments. 

Outlays on general administration (housing) arc expected to increase signifi­
cantly in 1989-90-up $6.Sm or 110.S%. This mainly reflects a revised attribution 
of outlays between functions: 

S.7 URBAN AND REGIONAL DEVELOPMENT 

1988-89 }· 1990-91 1991-92 1992-93 
5.7 Actual lmate Estimate Estimate 

Local Government :sm 4.2 s.o 2.8 2.5 
'Ii -3.I 

·.~~~~~·' 
11.0 -U.4 •IU 

Aultralian Capital Terrl!Of)' :sm -41.1 3.9 2.9 3.0 
'Ii n.a. -·· -25.4 u 

Aboriginal Community ServicH :sm 70.4 .. )t~·, 98.4 74.5 n.s 
andAmenltlH 'Ii 54.0 ·:· 

_.,.. 
-24.3' 4.0 

Other ReglonaJ Development :sm -10.6 "AUii -0.1· -0.1 6.4 
'Ii n.•. ~=. ;j#j;I. -·· -33.0 

TOTAL :sm 23.0 ! .:·u~.: 107.3 80.2 89.4 
'Ii -•u' -7.t -25.2 11.4 

Outlays on Urban and Regional Development which arc not classified to other 
functions arc dealt with under this heading. 

Local Government 

This classification includes: 

• the Local Government Development Program which, amongst other things, 
f~nds local governments to improve their management. performance, commu­
mty development and environmental management (annual outlays of S2m 
have been allocated for the three years to 1990-91); and 

• the operating costs of the Office of Local Government, in the Department of 
Immigration, Local' Government and Ethnic Affairs (outlays of $2.2m in 1988-
89 and an estimate of $2.Sm in 1989-90). Two new initiatives have been 
launched in 1989-90 under this item: 

- as part of the National Agenda for a Multicultural Australia, SO.Sm has 
been allocated over three years to assist local government to develop access 
and equity models of service provision; and 

- as part of the package of supply-side housing measures, $1.3m over three 
years has been allocated to promote reforms to land and building approval 
processes at the local government level. 

3.162 

Urban and Regional Development-ACT 
Since the advent of self-government, ACT own purpose outlays do not form 

part of Commonwealth outlays. This item henceforth only includes outlays of the 
National Capital Planning Authority which is respcnsiblc for administering the 
National Capital Plan and for carrying out some capital works. The reduced outlays 
in the forward years for this item (SI0.6m in 1989-90 to $3.9m in 1990-91) 
principally reflects the expected completion of the Authority's approved capital 
works program. 

Aboriginal Community Services and Amenities 
The purpose of these payments is to improve, in conjunction with respcnsiblc 

state, territory and local' governments, the living environment of Alioriginals and 
Torres Strait Islanders. 

The Department of Aboriginal Affairs contributes $103.2m for Aboriginal com­
munity services and infrastructure ($70.4m in 1988-89). This amount mainly com­
prises direct payments to, or in respect of Aboriginal communities, of $91.8m and 
payments to the States of $9.6m. 

These payments include: 
• $23.0m (SIS.6m in· 1988-89) for the second year of the Priority Communities 

Development Strategy. This strategy is a concentrated effort over a three year 
period to meet the housing and community infrastructure needs of selected 
severely disadvantaged communities; 

• $68.8m ($44.3m in 1988-89) to provide and to maintain essential facilities and 
servii:es for Aboriginal communities; 

• $10.0m for Western Australia ($10.0m in 1988·89), as part of the fourth 
instalment of a $SO.Om five year commitment by the Commonwealth to the 
Aboriginal Community Development Program which is jointly funded by the 
State Government on a S for S basis. The program includes a range of 
initiatives including the supply of housing, sewerage, power and other amenities 
to remote communitiesi and 

• SI.4m ($0.Sm in 1988-89) for services to Aboriginal communities with a 
traditional interest in sites on the former Maralinga Prohibited Area directly 
affected by the British nuclear test program. 

Other Regional Development 
Outlays under this classification include: 
• assistance to the States under the Federal Water Resources Assistance Program 

(FWRAP) for urban flood mitigation,. (actual outlays of $7.0m in 1988-89 
and an estimate of S7.8m in 1989-90; other compcnents of FWRAP are dealt 
with under 7B Industry Assistance and Development for 'Water Resources 
Development and Management'. and 7 D Other Economic Services for 'Urban 
Water Supply'); 
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• a contribution to the administration of the Albury-Wodonga. Growth Centre, 
(outlays of $0.4m in 1988-89 and an estimate of $0.4m in 1989-90); and 

• repayments of the principal component of loans following the Common­
wealth's involvement in: 
- the Bathurst-Orange and the Macarthur Growth Centres (receipts.of $13.0m 

in 1988-89 and an estimate of $6.Sm in 1989-90}; 

- the Regional Development Program (1977-1981) which provided' assistance 
to various projects outside metropolitan centres, (receipts of $2.8m in 
1988-89 and an estimate of 52,sm in 1989-90); 

- the rehabilitation of urban areas in Sydney (Wootioomooloo Urban Re­
newal Project) and Melbourne (Emerald Hill Estate)(receipts of $0.3m in 
1988-89 and an estimate of $0.4m in 1989-90); and 

- the S.werage Agruments Acts 197 3 and 1974 to enable the States to 
eliminate a backlog of sewerage works in major urban areas, (receipts of 
$1.7m in 1988-89 and an estimate of Sl.9m in 1989-90). 

Trends 

Highlights for this sub-function over the past ten years and for the forward 
estimates period include: 

• reduced direct involvement in regional development initiatives such as the 
NSW Growth Centres and increases in repayments of associated loans have 
resulted in a decline in outlays from $58.Sm in 1979-80 to -Sl0.8m. in 
1989-90. The level of repayments is expected to decline over the next few 
years; 

• steady growth in outlays for urban flood mitigation from $1.9m in 1979-80 to 
$10.lm· in 1992-93, rellecting a higher priority for urban llood mitigation 
within FWRAP; and 

• increases in the Aboriginal and Community Services classification from $16.9m 
in 1979-80 to $103.2m in 1989-90 to meet a Commonwealth priority to 
improve the infrastructure of Aboriginal communities including: 

- the introduction of the S year Aboriginal Communities Development Pro­
gram in WA in 1986-87; and 

- the introduction of the 3 year Priority Community Development Strategy 
in 1988-89. 

Outlays on Urban and Regional Development are expected to decrease from 
$115.Sm in 1989-90 to $107.3m in 1990-91 and to $80.2m in 1991-92 with the 
completion of several programs. 
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5.8 POLLUTION ABATEMENT AND CONTROL 

The Commonwealth has a number of programs which monitor and control the 
impact of pollution on the environment. . 

Outlays in t 988-89 under the sub-function were lower than the Bu?get estimate 
owing to reduced expenditure for the National Rainforest Conserva!1on Program. 
Jn 1989-90 and 1990-91, outlays are expected to grow str~ngly m real to~ 
reflecting a number of the environmental initiatives announced m the Governme~t s 
Environment Statement of July 1989, the cost of rehabilitating former uramum 
mines in the Northern Territory and references to the new Reso~rce ~ment 
Commission. From 1991-92, following the completion of the Na~1onal Ramfor~t 
Conservation Program and mine rehabilitation activity, outlays will fall sharply m 

real terms. 

5.8 
SUpervitlng Sclentill 

Other Pollution Abatemtnt and 

Control 

TOTAL 

1988-89 ::1!181Hllh1990·91 1991-92 1992-93 
Actual . ·:iiiidiit(Estlmate Estimate Estimate 

... 6.6 · ....... u;:· 6.3 6.6 6.8 

.. 9.3 . .. :t.J;t: 
$m 11.5 .. ·.30,11.-

.. ~~-30~,0:._,.,,·~"~t~V.~~~~'::~.,;.;;-~-;;;;;:;-~..,;;j 
$m 18.0 .. , .~1:" 

-15.4 4.0 4.0 

32.9 25.4 26.4 
7.!S -22.7 3.8 

39.2 32.0 33.3 

"' -11u :. ;.m:z. 3.0 -t•.4 u 

Office of the Supervising Scientist (OSS) 
The OSS was. established to monitor and undertake research into the effects of 

uranium mining, on the environment and inhabitants of the Alligator Rivers Region 
of Kakadu National Park in the Northern Territory. 

Outlays in t 989-90 show a real increase of about 7~ rellccting the on~ff costs 
of a number of minor projects, and increases for runmng costs and capita~ works 
and services. Outlays arc expected to fall in real terms in 1990-91, followmg the 
completion of the Office's current capital works program. Thereafter, they are 
maintained in real terms. 

Other Pollution Abattment and Control 
Financial assistance is provided to the States to support rainforest conservation 

programs and to various international bodies concerned with environment a.nd 
conservation issues. The outlays also include the Nati?nal Tree ~rogram, nune 
rehabilitation costs and the administrative costs of asscssmg the environmental and 
resource impact of development proposals in which the Commonwealth has an 

interest. 
With the rollover of unspent funds under the National Rainforest Conservation 

Program, the proposed workload for the Resource Asscss;m.ent Com~~o~ and the 
extension of the National Tree Program to include the Btllton Trees 1mttat1ve ($4m 
in both 1989-90 and 1990-91), 1989-90 outlays under this heading are expected to 
more than double in real terms. 
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FURTHER REFERENCES 

Annual reports, particularly those of the Departments of Community Services and 
Health; Veterans' Affairs; Arts, Sport, the Environment, Tourism and Territories: 
Immigration; Local Government and Ethnic Affairs: and the annual reports of the 
Housing Assistance Act 1984, the First Home Owners Scheme and the Office of 
the Supervising Scientist 

Budget Paper No <1; Commonwealth Financial Relations with other levels of 
Government 1989-90 

Budget Paper No 3, Portfolio Program Estimates 1989-90 

Economic Statement, April 1989 

Environment Statement, July 1989 

Portfolio Explanatory Notes (Budget Related Paper No 8) for the above depart­
ments 
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6. CULTURE AND RECREATION 

OVERVIEW 

1988-89 1989"90 .. •1990-91 1991-92 1992-93 

Actual • •Bllilget:Estlmate Estimate Estimate 
e.1 Bra.dcaltJng $m 607.1 663:0: 695.9 737.5 748.5 

% tt.•. •,2.c. 5.0 lt.O 1.5 

e.2 National Collection• $m 97.6 .107i'! 107.5 98.5 100.4 
% -11.0 to.1· -11.3 1.9 

e.3 Art• and Culture $m 297.1 201;0 218.5 219.6 142.6 

% -2.8 -42.i 6.7 0.6 -35.1 

e.4 Youth, Sport and Recreation Sm 36.2 •60.2 67.5 67.6 72.8 
% -13.8 eo.·1 12.2 7.8 

6.5 National Estate and Parka Sm 39.9 49.3 50.0 46.4 48.6 
% 17.0 n.e· 1.3 -7.2 4.8 

TOTAL $m 1077.9 . 1080.9 1139.4 1169.6 1113.0 
% 2.0 D.3· 5.4 2.7 -4.1 

The Budget and forward estimates do not include any allowance for Commonwealth 
sector wage and salary increases after the Budget in each year. An allowance for 
such increases is included in 9C. Contingency Reserve. 

• Total.outlays for 1989-90 on Culture and Recreation (S1080.9m} 
are expected to increase slightly on the 1988-89 outcome and 
to stay within a range of $1.1·1.2 billion over the forward years. 

• The overall increase or only 0.3% in 1989-90 and subsequent 
relative stability in the forward estimates masks a number of 
significant increases in some sub-functions arising from deci· 
sions taken in the 1988-89 and 1989·90 Budgets. Increased 
funding has been provided which: 
- maintain 1989-90 Budget funding for the Australian Broad· 

casting Corporation and Special Broadcasting Service at the 
same real level as provided in. 1988-89 (S26.6m); 

- expands and upgrades national transmitting stations (an in· 
crease or S20.3m in 1989-90); 

- extends Special Broadcasting Service television transmissions 
to a number of Australian regions over a period of seven 
years (a total of S21.2m is available from 1990-91 for capital 
purposes); 

3J67 



- implements a number or infrastructure proposals arising from 
the Review of the National Library .of Australia ($2.8m in 
1989-90); 

- expands assistance to sport by $16.3m in 1989-90 ($27.6m 
in 1990-91); and 

- funds a number of environmental initiatives .in the world 
heritage areas which were announced in the Environment 
Statement or July 1989 ($1.6m in 1989-90 and $1.8m in 
1990-91). 

CHART 1. CULTURE AND RECREATION 

98.8% 

Proportion of Total Outlays and Function 
1989-90 

Youlh,Sport & Rec-S.6% 
Arts & Cullurt·-18.6% 

National Collectlons--9.9% 

Broadcasting-61.3% 

Nat Estates & Parks--4.6% 

Total Outlays Culture 
And.Recreation 

• These increases have been offset by new funding arrangements 
for the ACT (-$42.6m), completion or the Bicentennial cele­
brations (-S27.4m) and Expo '88 (-$2.0m), and reduced 
outlays to the Film Finance Corporation for assistance to the 
film industry (-Sl5.2m) because of a significant carryover 
from last financial year of funds provided to the Corporation. 
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PURPOSE 

The Commonwealth supports a range of activities to inform, to educate and to 
promote a better understanding and appreciation of cultural, recreational and 
conservation-related values which are important to Australian society. The program. 
in this function also aim to encourage greater interest and participation by the 
community in these activities. 

NATURE OF CULTURE AND RECREATION OUTLAYS 

Outlays under this function are largely by way of direct payments by Common­
wealth agencies. Other avenues of support include some payments to the States and 
Territories (shown in Budget Paper No 4, Commonwealth Financial Relations with 
other levels of Government 1989-90) and taxation expenditures. 

Funding for broadcasting represents about 60% of Culture and Recreation 
outlays for 1989-90, primarily to meet the operating and capital costs of the 
Australian Broadcasting Corporation (ABC) and Special Broadcasting Service (SBS). 

Other activities under this function include: 

• managing Australia's cultural heritage through such bodies as the National 
Library, National Gallery and the Australian War Memorial; 

• direct financial assistance for the arts and other cultural activities, including 
assistance for film industry development through the Film Finance Corporation 
and grants from the Australia Council to performing arts companies and 
individuals (assistance for the film industry is also available through the 
Division !OBA tax concession for investments in new films); 

• assistance to sport and, to a lesser extent, youth and recreation activities; and 

• the operations of a number of statutory authorities which manage and protect 
the world heritage areas of Uluru and Kakadu National Parks and the Great 
Barrier Reef. 

TRENDS IN CULTURE AND RECREATION OUTLAYS 

Even though major changes have occurred in the nature and scope of the 
Commonwealth's support for culture and recreation, the movement in overall 
outlays has been dominated by changes in the largest component of the function, 
broadcasting. 
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CHART 2. TRENDS IN REAL BROADCASTING OUTLAYS 
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Outlays for broadcasting have generally grown strongly during the 1980s (1989-
90 outlays are about 28% higher in real terms than they were in 1980-81, see Chart 
2). Broadcasting outlays peaked in 1985-86 after a program of expansion and 
refurbishment of capital facilities (the Homestead and Community Broadcast Sat­
ellite Service, improved accommodation for the Australian Broadcasting Corporation 
and expansion of the Special Broadcasting Service to all State capitals). 

Since 1987-88, total outlays on broadcasting have been relatively constant in 
real terms, not varying more than about 2%, and this trend is expected to continue 
for the next four years. However capital investment on national transmitters· is 
showing significant real growth with funding rising from $20.8m in 1988-89 to a 
peak of S59.7m in 1991-92 (see Chart 3). 
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Any trend for the remainder of the function is masked by major one-0ff effects, 
including the Bicentennial celebrations and the removal of ACT outlays items 
following self-government. Assistance for sport will, however, experience strong 
growth in the forward years following a period of real decline since the peak in 
1985-86 associated with the defence of the America's Cup. 

1988-89 OUTCOME 

Outlays under this function in 1988-89 were about S16m (or about 1.4%) lower 
than the Budget estimt.tos. However, there were significant variations between 
estimates and outcomes, Within the sub-functions including: 

• delays in fitting oiit'the premises of the Australian National Maritime Museum 
(-$5.5m); 

• lower outlays on ACT culture and recreational activities, principally reftecting 
the advent of self-government (-SI0.3m); and 

• a capital injection of SIOm. into Film Australia Pty Ltd to put it on a more 
commercial footing so that a full range of future options for private sector 
participation in its activities can be· explored realistically. 

6.1 BROADCASTING 

1988-89 ·1989"lllH990-91 1991-92 1992-93 
6.1 Actual ::,Budiltl ;Estimate Estimate Estimate 

Aullrallan Broadcaltlng $m 450.0 ·473:6· 496.9 516.7 537.6 
COfparaUon 'M> 4.4. :f..~. 0 4.0 4.0 

Special Broadcalllng Service $m 56.0 . . . )~9.\) 61.8 64.3 67.2 
'M> 0 . .-u· 4.1 4.1 4.4 

National Trantmlttlng FacllitiH $m 80.6. 1j1,1 117.2 136.4 123.0 
'M> 20.~ ::·:~!·-'. 5.4 16.4 _g_a 

RogulaUon olth• $m 10.0 ,9;5. 9.2 9.6 10.0 
Broe.dcaltlng lndullry "' 20 ,.;,fd .. 7.7 4.2 4.3 

f'tannlng of Broadcaatrng $m 10.5 . 10:8 10.9 10.5 10.9 

' 'M> 17.I :.2.°8': o.e -3.3 3.5 
TOTAL $m 607.1 ... ;663,0.: 695.9 737.5 748.5 

'M> ,,. ,·.u·; 5,0 6.0 1.5 

Broadcasting is the principal area of Commonwealth outlays on culture and 
recreation, especially through the Australian Broadcasting Corporation and the 
Special Broadcasting Service. Two discussion papers on the future of the ABC and 
SBS were released in 1988 as part of the Review of National Broadcasting Policy, 
The Government has since decided that the SBS should be established as an 
independent corporation with its own charter. However, a number of other issues 
has yet. to be resolved; including the future role and functions of the ABC and 
consideration of future administrative and transmission arrangements for the ABC's 
Radio Australia. 

3.171 



Australian Broadcasting Corporation 

The ABC's operations include four domestic radfo networks, a national television 
network and an overseas radio service, Radio Australia. It also markets books, 
records and other merchandise through ABC shops and franchise outlets. Following 
the release of the 1988 discussion paper, the Government in consultation with the 
States decided that, for the present, the ABC should retain control of its orchestras 
under existing funding arrangements. 

The ABC will receive appropriations totalling $473.6m in 1989-90, which is the 
second year of the three year period of guaranteed funding for the organisation. 
The Government has recently reaffirmed its commitment to guaranteed funding for 
the period to 1990-91, and has undertaken to provide the necessary supplementation 
to maintain the ABC's real level of Commonwealth funding. The ABC proposes to 
direct $460.7m of its 1989-90 Budget allocation to domestic radio, television and 
orchestral activities; $44S.4m is for operational outlays and $1S.3m for capital 
outlays. $12.9m of the api>ropriation has been allocated to Radio Australia. 

ABC receipts in 1988-89 totalled SS4.0m (an increase of $11.9m over the 1988-
89 estimate). In 1989-90 the ABC expects that its receipts will further increase to 
$6S.Sm. As part of the Government's three year funding guarantee the ABC is 
permitted to retain 100% of these receipts for its own use. 

Adding receipts of $6S.Sm from its orchestral, sales and other activities ·and a 
SS.Sm opening cash balance to the ABC's appropriation of $4 73.6m, results in total 
ABC resources (excluding those funded by borrowings and major asset sales) of 
SS44.6m. This represents an increase of 8.6% over the resources available to the 
ABC in 1988-89. 

In addition, during 1988-89 the Australian Broadcasting Corporation Act 1983 
was amended to provide the ABC with borrowing powers. The ABC was subse­
quently allotted gross borrowing approvals of $29m in 1988-89 and $67.4m in 1989-
90. The ABC intends using these funds to construct new accommodation for its 
domestic radio and orchestral activities in Sydney and Melbourne. The borrowings 
arc to be repaid by operational savings (cg rent) resulting from the move to new 
accommodation. 

Special Broadcasting Service 

The SBS currently operates multilingual radio stations 2EA in Sydney and JEA 
in Melbourne and a multicultural television service in the six State capitals, 
Canberra and some regional centres. As announced by the Prime Minister, the 
Government's National Agenda for a Multicultural Australia includes provision for 
SBS television to be extended to a further nine regional areas during the 1990s (sec 
National Transmilling Facilities). 

The SBS will receive an appropriation of SS9.0m in.1989-90, which is the second 
year of the Government's three year period of guaranteed funding for the SBS. 
This appropriation will be augrnent.:d by estimated receipts of $3. 7m and an opening 
cash balance of $2.lm. 

The estimated receipts for 1989-90 represent an increase of $1.3m over the 
1988-89 outcome following approval by the Minister for Transport and Communi­
cations for the SBS to accept sponsorship activities for the test pattern and World 
Cup soccer series. 
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National Transmilling Facilities 

The Commonwealth provides, operates and maintains the transmitting facilities 
used for radio and television services by the ABC. This work is carried out by 
Telecom as an agent for the Commonwealth. 

The SBS pays for the operation and maintenance of its own transmitters, 
although new transmitters and associated services required by the SBS arc provided 
and installed· by Telecom under contract to the Commonwealth. 

Some national transmitting station sites are shared with commercial broadcasters 
or other users who contribute towards the cost of services provided to them. 
Offsetting receipts from this source arc estimated at $1.7m in 1989-90. 

In 1989-90 $70.0m has been allocated to operations and maintenance outlays 
and $41.lm to capital outlays. 

As part of its National Agenda for a Multicultural Australia, the Government 
has also announced a seven year capital program ($2 l.2m), commencing in 
1990-91, to extend SBS television transmission to the La Trobe Valley, Ballarat, 
Bendigo, Cairns, Darwin,. Townsville, the Spencer Gulf, North Eastern Tasmania 
and the Darling Downs. Funds will also be provided to the SBS to meet associated 
operating costs, and to the Department of Transport and Communications to plan 
the introduction of the program. 

The Government has decided to provide $1 m in 1989-90 to replace switching 
equipment at Radio Australia's Shepparton transmitting station, and $0.2Sm in 
1990-91 for a consultant to be engaged to identify the best means of meeting Radio 
Australia's transmission. needs. 

Chart 3 shows the level of funding for National Transmitting Facilities since 
1979-80 in real terms. The significant increase in capital outlays during the period 
1989-90 to 1992-93 mainly reflects: the commencement of a $9m a year capital 
replacement program; increased activity on works associated with the Government's 
equalisation initiative; relocation of the ABC's Gore Hill transmitting tower; and 
extension of the SBS television network. The reduction in 1992-93 reflects the 
winding down of outlays on equalisation and the completion of the Gore Hill tower 
relocation. 

Operation and maintenance outlays were relatively constant during the period 
1979-80 to 1987-88. The projected increase in outlays from 1989-90 onwards mainly 
reflects the revised treatment of superannuation costs attributable to Telecom staff. 

Regulation of the Broadcasting Industry 

The Australian Broadcasting Tribunal (ABT) is responsible under the Broad­
casting Act 1942 for overall control of commercial and public radio services and 
commercial television services in Australia, including the granting and renewal of 
radio and television broadcasting licences and determining appropriate program and 
advertising standards. 

Tho decrease to $8.Sm in 1989-90 mainly reflects one-off' expenditure in 
1988-89 on the relocation of the ABT's Melbourne head office clements to its 
Sydney office and the winding down of the inquiry into violence on television. The 
reduction has been partially offset by additional resources ($1.lm in 1989-90) to 
the ABT to meet workload increases. 
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A fuller examination of ABT resource requirements will take place following 
the current review of the Broadcasting Act 1942 and consideration of the report 
on the ABT's role and functions by the House of Representatives Standing Com­
mittee on Transport, Communication and Infrastructure. 

Planning of Broadcasting 
Departmental advice is provided to the Minister for Transport and Communi­

cations on planning of the broadcasting system in Australia and the development of 
policies for equitable access to radio and television services. 

The Public Broadcasting Foundation (PBF) will receive S l.9m for distribution 
to public broadcasting stations throughout Australia, and to help meet the admin­
istrative expenses of the PBF. 

Radio for the Print Handicapped (RPH) will be provided with $0.2m in 
1989-90. In addition, RPH operators in the mainland State capital cities will each 
be permitted to use AM transmission facilities under Stage 1 of the Government's 
National Metropolitan Radio Plan. 

6.2 NATIONAL COLLECTIONS 

1988-89 1989-90 1990-91 1991-92 1992-93 
6.2 Actual Budoei· Estimate Estimate Estimate 

Ubraries Sm 28.2 3:1.1 32.2 30.7 32.0 
% 0.5 16.6' -4.5 -4.I 4.2 

GalleriH Sm 17.4 18,e 21.2 20.0 19.6 
% u , .7.6 13.0 -5.7 -t.7 

Mu1eum1 and Archives Sm 52.0 54.9· 54.0 47.9 48.7 
% -16.3 , ,,6.7-, -1.lf -11.4 1.Q 

TOTAL Sm 97.6 , , 107.<f: 107.5 98.5 100.4 
% -a.o ·ii1:1, -a.3 1.Q 

The Commonwealth has established a number of bodies to manage and preserve 
the nation's collection of art, literature and other cultural heritage. The operating 
and capital costs of the institutions arc included in this sub-function. Most of the 
institutions are also encouraged to raise revenue from non·govcmmcnt sources. 

The 2% real growth in outlays over the past decade has been influenced by a 
number of capital projects, particularly the construction at Darling Harbour, Sydney 
of the Australian National Maritime Museum (NMM). The completion of the 
building phase in 1987-88 led to a sharp fall in outlays in the following year and 
further declines ( 15% in real terms) over the forward years arc expected once the 
NMM's fit-0ut program and remedial work on the Australian National Gallery's 
roof arc completed. 
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Libraries 

In 1989-90 the Commonwealth has allocated an extra S2.8m (to be repaid to 
the Budget over about five years) to the National Library of Australia for infra­
structure works which will raise its revenue raising capacity. The Library's Budget 
provision (S33.7m) also reflects the capital costs of fire protection measures com­
menced in 1988·89. After these onc-0ff increases, outlays over the forward years 
arc estimated to fall to $32.0m in 1992-93 (about 6% less in real terms than in 
1988-89). 

Galleries 

Outlays in 1989-90 for the Australian National Gallery are estimated· to increase 
by $ I.3m to $I 8.8m. With the remedial work on the roof due to commence this 
year, outlays will increase further in 1990-91 before declining to $19.6m in 1992-93 
(7% less in real terms than in 1988-89). 

Museums and Archives 

Outlays in 1989-90 and the forward years arc to decline in real terms by about 
22%. This reflects the completion of capital works programs in 1988-89 for a 
number of collecting institutions and revenue (estimated at S3.0m in 1990-91) to 
be generated from the operation of the NMM. These reductions have been partly 
offset by: 

• the allocation of an additional Sim in 1989-90 (and S0.9m in each of the 
following three years) to the National Museum of Australia for maintenance 
and preservation of the national historical collection;. and 

• the provision of a further Sl.5m in 1989-90 (and Sim for each of the following 
three years) to the National Film and Sound Archive to continue the program 
to preserve nitrate based films and sound recordings. 

6.3 ARTS AND CULTURE 

1988-89 1989-90 1990-91 1991-92 1992-93 
6.3 Actual ;_jfui10et":Est1mate Estimate Estimate 

AMllWlc• to th• Rim $m 101.4 , · .. 18.8' 93.5 90.6 11.5 
lndullly 'MO n.•. ;.~~,,, 2t.I -3.1 -a7.3 

Aleiltance to th• Art1 $m 63.4 ,' 64.6 67.6 70.8 73.7 
% 14.D ,.: i:~ ~6 4.7 4.0 

Oth•r Culture and Recreation $m 43.2, fa;!! 14.9 14.9 12.7 
% -·· '-#.IS Q.4 0.4 -ts.a 

Aboriginal Heritage Culture Sm 20.2 1~.f 17.9 18.6 19.3 
and RtlcrHllon % 66.3 ~.,, -u 4.0 4.0 

Adminlltratlon Sm 68.8 ~9 24.7 24.6 25.4 
% -10.8 ,,.«J.t( -a.3 -<).2 3.0 

TOTAL Sm 297.1 2Q1,Q 218.5 219.6 142.6 
% -2.• '-112:.S, •.7 0.5 -35.1 
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The Commonwealth provides financial assistance in a number of ways for the 
arts and other cultural activities. Most of the outlays comprise assistance for film 
industry development through the Film, Finance Corporation and grants from the 
Australia Council to performing arts companies and· individuals. 

The sub-function also includes the program and policy support costs incurred 
by the Department of the Arts, Sport, the Environment.- Tourism and Territories 
and outlays for special cultural events. 

From 1989-90, the estimates no longer include expenditures on culture and 
recreational activities in the ACT. This and the one-off nature of many large 
expenditures in this area make the identification of underlying trends very difficult. 

Assistance to the Film Industry 

Outlays in 1989-90 for the Australian Film Finance Corporation to assist 
Australian film and television production will be reduced following the decision 
noted in the Economic Statement, April 1989 to offset the large carryover of 
unspent funds from 1988-89 by deferring S20m of the Corporation's proposed 
expenditure in 1989-90 to later years. Nevertheless; program outlays available to 
the Corporation will amount to S102.4m in 1989-90, compared to S22.4m expended 
in 1988-89. 

Outlays under this heading for 1989-90 also include $5.9m for Film Australia 
Pty Ltd to produce national interest programs under a three-year agreement with 
the Commonwealth which ends in 1990-91. Following a capital injection of SlOm 
in 1988-89, the company is to purchase its existing Lindficld site from the, Com­
monwealth early in 1989-90 and also to examine various options relating to possible 
greater involvement by the private sector in' the affairs of Film Australia in futurc­
ranging from the hire of its facilities to sponsorship of particular films, assistance 
with its marketing activities, and perhaps eventual disposal by the Commonwealth 
of part or all of its equity in the company as a going concern. 

Outlays will drop sharply in 1992-93 largely because current arrangements with 
respect to assistance to the film industry arc to be completed and reviewed at the 
end of 1991-92. 

Assistance to the Arts 
Funding for the Australia Council's grants program and running costs arc to be 

maintained in real terms over the forward years. However,, the Council will now be 
required to increase the allocation made to the Australian Opera (by SI.Om a year). 
To phase in the impact of this on other recipients, an additional one-off SO.Sm is 
therefore being provided to the Council in 1989-90, leading to overall funds in that 
year of $6 l.3m. 

Other Culture and Recreation 

A reduction of S29.6m in 1989-90 will reftect the completion ofthc Bicentennial 
celebrations and. the winding up of the Australian Bicentennial Authority. These 
reductions have been partially offset by additional funding for multicultural affairs 
programs arising from the National Agenda for a Multicultural Australia. 
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6.4 YOUTH, SPORT AND RECREATION 

6.4 
1988-89 '1~~.'1990-91 1991-92 1992-93 

Actual • ·BuaOei')Estlmate Estimate Estimate 
--•0Sporl1 Sm 27.6 ,,, ·.:•.,,.z9·i 54.7 58.4 63.6 

'141 -«• • ••• 27.4 u ... 
Youth and R9cr .. tlon Sm 8.7 '17.'3 12.9 9.2 9.3 

'16 -30.5 .. _,j} -25.5 -28.B I.I 

TOTAL Sm 36.2 so:g·· 67.5 67.6 72.8 
'16 -13.6 ,,,., .. ::ilfl.i' 12.2 7.1 

The Commonwealth provides financial assistance to encourage interest and 
participation in sport and. recreational activities by the community including the 
nation's young people. Grants arc made to the States, local govemm~nt, community 
groups and individuals to improve and build sporting and recreational facilities and 
undertake special youth-related and other projects. 

The Australian Sports,Commission, (now .incorporating the Institute of Sport) 
has also been, established to facilitate the pursuit of excellence in sport and sports 
<!cvclopment. 

Over the past. decade' outlays under this sub-function increased. in real terms by 
about 59%. They pcakC!I in 1984-85 and 1985-86 following a number of initiatives 
~n spo~ ?evclopmcnt, inc!Uding progra~. to .develop international standard, sport­
ing facilities and the defence of the Amcnca's Cup. Since then, outlays have declined 
in real terms as capital works programs have been completed. 

Following the decision in this' Budget to provide more sports funding, annual 
outlays are now estimated to rise, to $63.6m in 1992-93,, a, real increase of about 
91 % on 1988-89. 

'Outlays, in 1989-90 for the sub-function will increase, in real terms, by more 
than· 56% to '$60.2m on account of: 

• $16.3m additional assistance for development of sport; and 

• a carry-over from 1988-89 of unspent funds (S3.8m) under the Community 
Recreation and Sporting Facilities Program. This was announced last year to 
provide assistance to local authorities and community groups but negotiations 
and assessments of requests took longer than expected. 
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6.5 NATIONAL ESTATE AND PARKS 

1988-89 .1989;,$()_':1990-91 1991-92 1992-93 
6.5 Ac1ua1 " ............... -;: Estlmale Estlmale Estimate 

Park• And Wildlife $m 29,3 fJ 35.0 32.3 33.6 
'Mo 13.0' -0.3 -1.1 •• 1 

National Estate And Heritage $m 10.6. 15.0 14.1 15.0 
'Mo N.6 :c;».r.i u -u 6.6 

TOTAL $m 39.9 '~jl;3 50.0 46.4 48.6 
'Mo 11.0 .. iU. 1.3 -1.2 4.8 

The Commonwealth has established a number of statutory bodies and entered 
into arrangements with the States to implement policies to protect and manage 
world heritage and national estate areas. 

The Australian National Parks and Wildlife Service and the Great Barrier Reef 
Marine Park Authority are Commonwealth agencies responsible for protecting and 
managing the Uluru and Kakadu National Parks in the Northern Territory and the 
Great Barrier Reef respectively. Day-to-day management is performed in co-opera­
tion and consultation with the State and Territory Governments. The operating 
costs of these agencies are to be maintained in· real terms over the forward years. 

Over the last decade, outlays for the sub-function have more than doubled in 
real terms, reflecting the Commonwealth assuming responsibility for. managing 
Kakadu and Uluru National Parks and greater resources allocated to the day-to­
day management of the Great Barrier Reef. 

Strong real growth is set to continue in 1989-90 mainly reflecting increased 
capital outlays in world herilage areas (including $2.Sm for the Ayers Rock-Olgas 
Road project), new funding arrangements for the proposed new world heritage area 
in Tasmania ($2.8m), and the full year effect of additional staff and administrative 
resources for the Australian Heritage Commission ($1.?m). However, in 1990-91 
(and again in 1991-92) outlays are expected to fall in real terms following the 
completion of several major capital works and other projects undertaken by the 
Australian National Parks and Wildlife Service. 
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ECONOMIC SERVICES 

7A. TRANSPORT AND COMMUNICATION 

OVERVIEW 

1988-89 :~~!l().'1990-91 1991-92 1992-93 
Actual '.'BUCtiiiiFEstlmate Estimate Estimate 

7A.1 Communlcallon $m 20.5 ~~;Sii -304.9 -305.1 -304.4 .. -t~.• 
..~j' 

2.1 0.1 -0.2 

7A.2 AJr Transport $m 163.3 135.8 138.0 131.3 .. -40.4 ;,,;J: -31J.O t.7 -4.Q 

7A.3 Lind Transport $m 1338.3 1481.3 1460.9 1479.5 .. -1.4 : :.,~'f 5.1 -1.4 1.3 

7A.4 StaTranlPOf1: $m 92.1 ~~·~.:: 171.3 180.8 119.5 .. 3/J.2 ; ,;,;:; 11.7 5.11 -.a:u 
7A.5 Other TranlpOft and $m 108.7 75.7 76.8 79.8 

Communication .. 13.0 :·:;:c:"'7.• .. 12.2 1.4 u 
TOTAL $m 1722.9 ,:·:1553.6' 1559.1 1551.5 1505.8 .. -0.t ':,;;.·~ .... 0.4 -0.5 -2.9 

The Budget and forward estimates do not include any allowance for Commonwealth 
sector wage and salary increases after the Budget in each year. An allowance for 
such increases is included in 9C. Contingency Reserve 

• Total outlays on Transport and Communication are expected to 
decrease by $169m in 1989·90 or 15% in real terms. Successive 
further declines are expected in each of the forward estimate 
years, producing a cumulative fall of 28% in real terms over 
the Budget and forward years. 

• The major factor contributing to the expected net decrease of 
$169m in 1989-90 is the repayment by Telecom of $326m of 
its outstanding Commonwealth loans. Telecom debt repayment 
remains a major influence on outlays in each year of the 
forward estimates. 

• Budget measures have added $130m to outlays in 1989-90 and 
$59m in 1990-91. These measures include: 
- the decision to acquire in 1989·90 the balance of land re· 

quired for the second Sydney airport at Badgerys Creek, 
upgrade associated roads and proceed with initial design work 
for the airport ($69m ); 
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- ~oaocial assistance in 1989-90 for the Civil Al'iatioo Author­
ity to undertake aircraft noise regulation and curfew enforce­
ment ($1.5m); and 

- the new waterfront and shipping reform ioitiatins announced 
on 1 June 1989 ($55m in 1989-90 rising to $69m by 
1991-92). 

• Other significant increases in outlays include: 

- land transpor~ outlays ($6lm or 5% in 1989-90, S65m in 
1990-91), mainly resulting from the indexation to the oon­
f~rm GDP detlator of funding under the Australian Centeo-
01al Roads Development Program; and 

- an • iocreas~ in the total taxable grants payable under the 
Ships (Cap1tal Grants Act) 1987 {$10m). 

• The annual real declines evident in the forward estimates result 
fro~ three main factors: the assumption that Telecom will 
cootmu~ to make loan repayments of $326m a year throughout 
the period; the major elements of the waterfront and shipping 
reforms expire in 1991-92; and the forward estimates for road 
grants !or 1991-92 and 1992-93 assume the same nominal lnel 
of funding as in 1990-91. 

CHART 1. TRA~SPORT AND COMMUNICATION 
Proportion of Total Outlays and: Function 

1989·90 

98.2% 

Tolal Outlays 

ther0.08% 
Air Transport 0.26% 

Transport and 
Communication 

• Transport and .communication outlays comprise 1.8% of total 
budget ?utlays ID 1989-90, compared with 2.1% in 1988-89. On 
thed ba~1s of the forward estimates the proportion is estimated 
to eclme to J.5% by 1992-93. 
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PURPOSE 

The Commonwealth seeks to provide the infrastructure and regulatory frame· 
work necessary to promote efficient and cost effective transport and' communication 
services. Improved· efficiency in this sector is an important element of the Govern· 
ment's policies to promote restructuring and sustained high rates of growth of the 
Australian economy. The States also have significant responsibilities in the transport 
sector. In many areas, the Commonwealth works in co-operation with tho States, 
cg in road transport matters, in providing infrastructure and promoting efficiencies. 

NATURE OF TRANSPORT AND COMMUNICATION OUTLAYS 

A disaggregation of outlays by sector is shown in Chart 2. 

CHART 2. TRANSPORT AND COMMUNICATION 

$Billion 
2.5 

~Othff 

2.0 ll!i!StaTnmport 

1.5 
~Land Tramport 

~AlrTruaport 
1.0 .Communkatlon 

0.5 I 0.0 

By far the largest category of outlays is direct grants and specific purpose 
payments to the States and local government. The bulk. of these outlays is for road 
maintenance and. construction (Sl333m). Over the years, however, the Common­
wealth has provided grants for a wide. range of transport infrastructure projects, 
ranging from railway line upgrading through to assistance for State harbour projects. 

Another major category is operational and infrastructure outlays related to 
various services provided. by the Department of Transport and Communications 
such as maritime communications, marine navigational aids and certain airport 
facilities. 

A relatively modest amount of outlays relates to regulatory functions such as 
transport safety, radio frequency management and telecommunications regulation 
performed by the Department of Transport and Communications, and other organ­
isations such as the Civil Aviation Authority and the Australian Telecommunica­
tions Authority. 
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The function also includes the payment and repayment of advances and loans 
bet":ccn the budget ~tor and government business enterprises (GBEs) operating 
outside the b~dgct w_hich pro~idc transport and communication services (cg Tele­
com, Austraban National Rwlways). These transactions can vary markedly from 
one year to another. 

TRENDS IN TRANSPORT AND COMMUNICATION OUTLAYS 

CHART 3. TRANSPORT AND COMMUNICATION 
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After rapid increases early this decade, mainly rcftecting the introduction of the 
Australian Bicentennial Road Development Program, the trend in total Transport 
and Communication outlays since 1984-85 has been one. of steady decline (sec 
chart 3), although some levelling out is expected in real terms over the period of 
the forward ~ti~ates. As a percentage of total Commonwealth outlays, Transport 
and Commumcat1on outlays follow a similar trend rising from 2.6% in 1979-80 to 
3.7% in 1982-83 and then declining steadily to 2.1% in 1988-89. The decline is 
projected. to. continue during the forward estimates period, with. Transport and 
Communication outlays representing 1.5% of the forward estimate for total outlays 
in 1992-93. 

The trend in communication outlays. over the past decade has been dominated 
by pc~odic repayments of outstanding Commonwealth loans by Telecom and 
Austraba Post. Debt repayments by these two GBEs will total $3.3b over the next 
d~cadc. I~ has been ~urned that the magnitude of these annual debt repayments 
will rcmam constant m nominal terms over the forward estimates period. 
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During the decade to 1988'89 the purpose of air transport outlays changed 
considerably. Prior to January 1988 they primarily represented the costs of providing 
and operating all major air transport infrastructure in Australia. However, establish­
ment of the Federal Airports Corporation (FAC) and the Civil Aviation Authority 
(CAA) has significantly reduced budget outlays to amounts needed. for the smaller 
airports under management of the Department of Transport and Communications 
(currently 40), Aerodrome Local Ownership Plan airports, and payments to the 
CAA for administering aviation safety standards and airport noise regulations. 

Following the significant level of spending at the beginning of this decade, which 
was dominated by infrastructure investment, air transport outlays have declined 
steadily since. 1982-83. The forward estimates exhibit a steady-state for outlays since 
the major infrastructure investments arc now undertaken off-budget by the FAC 
and CAA. The movement of these outlays off-budget has reduced the trend growth 
rate of real Transport and Communication budget outlays by up to 12 percentage 
points to -8%. 

During the decade to 1988-89, outlays on surface transport have declined by 
9% in real terms. While outlays on roads have increased by 5% in real terms, 
outlays on rail transport (primarily on subsidies and loans) have declined, particu­
larly over the last four years after a peak in 1984-85: Sea Transport outlays have 
ftuctuated significantly over tho decade largely as a result of changes in tho capital 
structure of the Australian Shipping Commission (ANL). They arc likely to increase 
substantially for the next few years rcftecting the introduction of the waterfront 
and shipping reform packages. 

1988-89 OUTCOME 

The major reasons for the slightly higher than expected outcome under this 
function (up $14m or 0.8%) include: 

• a higher than budgeted payment to tho CAA ($18m) to cover the Common­
wealth's contribution for search and rescue costs; the cost of development and 
monitoring safety standards; and the shortfall in recoveries of the cost of 
implementing safety standards following a review of tho cost of these activities 
(the Budget estimate was a provisional sum only);, 

• larger than expected grants under the Aerodrome Local Ownership Plan after 
reaching agreement to transfer Mackay, Kalgoorlie, Mount Gambier and 
Carnoowcal airports. to local authorities ($14m); and 

• larger than expected payments under tho Tasmanian Freight Equalisation 
Scheme ($6m). 

These increases were partially offset by: 

• lower outlays on road transport in the ACT after the commencement of self­
govcmment which resulted in these outlays moving off budget ($13m); and 

• a change in policy in relation to the Pipeline Authority, which from 1988-89 
will borrow off-budget rather than seek advances from the Commonwealth to 
meet shortfalls between the Authority's receipts and its payments (including 
repayments of previous Commonwealth loans) ($Sm). 
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7A.1 

7A.I COMMUNICATION 

Polley and Administration Sm 

"" Telecommunlcalion1 Regulation $m 

"" Repayment Of AdvanCH $m 

1988-89 :1~9011990-91 1991-92 1992-93 
Actual :··'Sildiilii':'Estimate Eallmate Estimate 

20.3 ''·''.';af;21 17.2 16.9 17.6 

;,; : fiJ: -:,~ :.: :: 
n.•. ; ·.\··:·'.~·~' -23.7 

- : ;;;~;<!.:! -326.4 
1.3 

-326.4 
1.3 

-326.4 
% -100,0 ~·w. !;'.'iti.:·.; 

TOTAL Sm 20.5 ,>:'~:!96..5'' -304.9 -305.1 -304.4 
% -129.I ./.:.RA:< O.t -0.:t 

Commonwealth activity in the communication area is directed towards: 

• promoting a diverse, high quality and efficient broadcasting and radio­
communications industry; 

• ensuring consumers have equitable access to a comprehensive range of broad­
casting services through developing appropriate broadcasting policies and im­
plementation programs; 

• ensuring efficient and equitable access to transmission media through planning 
and regulation of the electromagnetic spectrum and other means of informa­
tion transmission; 

• obtaining international agreement on frequency allocation and positions in the 
geostationary orbit favourable to Australia, and technical standards which 
encourage growth in industry while enhancing the spectrum as a resource; and 

• establishing arld managing Commonwealth transmitting facilities for broadcast­
ing and radi().C()mmunication· services in a manner which provides the maxi· 
mum cost-effective. use. 

Policy and Administration 
These outlays arc largely for the planning and monitoring which the Department 

of Transport and Communications conducts in relation to the use of the radio 
frequency spectrum for private• commercial and public radio-communications pur­
poses. Outlays arc expected to fall over the forward years as capital expenditure to 
upgrade technical equipment is completed. Outlays on radio frequency management 
have largely remained constant over the past decade with minor variations reflecting 
the increasing number and variety of users of the spectrum and the effects of the 
variation in. the value of the SA on both overseas equipment. purchases and 
Australia's contributions to the International Telecommunications Union and the 
Asia Pacific Tclecommunity. 
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T•lecommunications Regulation 
These outlays arc for the establishment and ongoing costs of the Australian 

Telecommunications Authority (AUSTEL) which commenced operations on I July 
1989. AUSTEL was established as an independent industry regulator as part of the 
reform of the policy environment of the telecommunications industry which was 
announced in the Economic Statement, May 1988. AUSTEL will administer specific 
regulations consistent with the Government's overall telecommunications policy. Its 
role will be to achieve goals relating to customer services, monopoly enterprise 
efficiency and accountability, technical compatibility and inter-operability, fair and 
efficient competition, and consumer protection. AUSTEL will recover part of its 
costs through fees and charges levied on users of its services. 

Repayment of Advances 
This item dominates and will continue to dominate the functional outlays profile, 

and provides for· the repayment of Government capital advances by the Australian 
Telecommunications Corporation (Telecom), the Australian Postal Corporation 
(Australia Post), OTC Limited and AUSSAT ·Pty Ltd. All of these bodies operate 
outside the budget sector. 

In May 1988 the Minister for Transport and Communications announced reform 
of the regulatory environment for telecommunications and the general reform of 
the communication GBEs. These reforms involved increased competition in provid­
ing communications services and changed corporate and financial structures, new 
planning and accountability mechanisms, and the focus on strategic government 
controls coupled with the removal of day to day controls over the GBEs. 

The major impact on outlays of these changes over the next JO years relates to 
the new financial structure of Telecom. The progressive repayment of about $3.3b 
of existing Commonwealth loans to Telecom, as this debt is replaced with private 
sector borrowings, will be a significant offset within communication outlays. The 
remaining 25% of Tclccom's existing Commonwealth debt has been converted to 
equity. Telecom and Australia Post will commence paying dividends to the Com­
monwealth from 1989-90 which will at least replace the reduced interest receipts 
from both enterprises resulting from the debt conversions (sec Statement 4). 

7A.2 

7A.2 AIR TRANSPORT 

Airport Adminlltration Sm 
and Aviation Polley ~ 

AtfodronM Local Ownerehlp Ptan $m 

"" Air Sat.ty and Search and Retcu• Sm 
'141 

Avga1 Exel• Paid To CAA Sm 

TOTAL 

"" $m 

"" Sm 

1988-89 :1989;,90 .. 1990-91 
Actual ' aiidQli:Estlmate 

55.5 ".1.16.7.;, 32.6 
-U.4 ft.I!,.~.; -72.t 
30.3 ;e:4·,· 6.9 
t17.9i.' ':/;~\'. -H.7 

74.8 ;:: 80.1 
n.a. ,· .. ·.t,, -0.tl 

23.0 :; : :z..;o 24.3 
n.a. · .. , ... ( t.O 

-20.3 •' -8.'3 -8.0 
-ll:t.:t : .. 411.8, -it.I 

163.3 ~4 135.8 
-f0.4 .... :#.:t. -#.0 

3.187 

1991-92 1992-93 
Estimate Estimate 

33.3 25.4 
:t.3 -:tu 
7.1 7.4 
4.0 4.0 

81.1 82.1 
1.3 t.:t 

24.5 24.5 
1.0 

-8.1 -8.1 
O.:t O.:t 

138.0 131.3 
t.7 -o 



Commonwealth activity in the air transport area promotes the operation of safe, 
efficient and competitive air services within, to and from Australia. Consistent with 
that objective, the Government has reformed air transport GBEs to require them 
to provide appropriate levels of service while being subject to the discipline of 
earning reasonable returns on the Government's investment of taxpayers' funds. 

Airport Administrolio11 and Aviation Policy 

Outlays on Airport Administration and A via ti on Policy in 1989-90 comprise 
running costs and other operating expenses ($26.8m), remote air service subsidies 
(Sim), and sites, buildings and works ($92.Sm), with an offsetting payment ($3.6m) 
from the FAC for the transfer of Mt Isa, Alice Springs and Tennant Creek airports, 
and the civilian areas of Canberra, Darwin and Townsvillc airports. 

Of the funding for sites, buildings and works, $86.1 m is earmarked for land 
acquisition and road upgrading for the second Sydney airport at Badgerys Creek 
and $Sm is for fees for. design work for the new airport. The remaining Sl.4m is 
for various projects at small Commonwealth owned airports. Expenditure. on sites, 
buildings and works is expected to fall after 1989-90 upon completion of land 
acquisition at Badgerys Creek and again after 1991-92 when road upgrading for the 
second Sydney airport is expected to be completed. The remaining clements arc 
estimated to remain at much the same levels over the forward years. 
Aerodrome Laca/ Ownership Plan (ALOP) 

The 1989-90 allocation of $9.4m (down S20.9m) is for the ongoing operation of 
the ALOP, of which· $8.4m is provided for maintenance grants. for some 277 airports 
throughout Australia participating in the plan. The remaining Sim will be spent on 
completion of various development projects. 

During 1988-89, development grants were made in respect of Mackay (S9.3m), 
Kalgoorlie ($4.2m), Mount Gambier ($0.3m) and Camooweal (S30 000) airports 
after agreements were reached for their transfer to the respective local authorities. 
Under these revised arrangements the Commonwealth will no· longer have on-going 
financial responsibility for these airports, with consequent savings on future opera­
tional and maintenance costs. 

After taking account of these savings, outlays arc estimated to be fairly static 
over the forward years. 
Air Safety and Search and Rescue 

The 1989-90 provision of $80.6m consists of $4.6m for the operations of the 
Bureau of Air Safety Investigation (BAS!) and $76.0m for payments to the CAA 
comprising $74.Sm for search and rescue services, and SI.Sm for noise regulation 
and airport curfew enforcement. The 1989-90 provision (up SS.Sm) reflects as 
further allocation for safety surveillance owing to industry growth and impending 
economic deregulation of domestic aviation ($0.6m), increased prices ($3.7m) and 
the new allocation for noise regulation and curfew enforcement (SI.Sm). Future 
funding arrangements for noise regulation and curfew enforcement will be reviewed 
in 1989-90. Outlays arc estimated to remain at much the same levels in real terms 
over forward years. 
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Avgas Excise Paid to Civi/. Aviation Authority 
Although direct user charges apply to air transport movcmc~ts at ?1ajor a~~rts, 

the cost of recording general aviation aircraft movements a~ mmor airports ts. ht~. 
Accordingly, as an alternative to direct charging, excise ts collected on av1atton 
gasoline (Avgas) to help meet certain airport and airways infrastructure ~ts. As 
the CAA is responsible (or the airways system, an amount equal to approximately 
90% of Avgas excise is paid to the CAA. 

The forward estimates assume payments at much the same levels as the budget 
year. 
Recoveries. 

Recoveries comprise mainly receipts from landing charges, airport rentals and 
business concessions. In 1989-90 they arc expected to fa~l by almost SO% compar~ 
with 1988-89 owing to the transfer to local ownership of Mackay, Kalgoorltc, 
Mount Gambier and Camooweal airports and the transfer to the FAC of the 6 
airports mentioned previously. 

Recoveries arc expected to remain relatively stable in the forward years. 

Trends 

$Mlllion 

CHART 4. AIR TRANSPORT 
(1984-85 prices) 
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Interpretation of trends in air transport outlays over the past 10 y~rs has been 
complicated by lumpy infrastructure investment (sec Chart 4), financtng transac­
tions associated with GBEs and the setting up of the CAA and the F AC as 
statutory bodies. 

Operational Outlays 

Net operational outlays increased gradually from ! 979-80 . to l 98.4-8S despi!• 
declining levels of industry activity due to the economic recession which ended m 
1983-84. During this period, operational outlays increased by an average of 6% per 
year in real terms, while recoveries as a proportion of operational outlays fell from 
64% in 1979-80 to 47% in 1983-84. 
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Between 1984-85 and 1988-89, however, operational outlays decreased in real 
terms by an average of 31% per year, against a background of strong: inCrcaJCS in 
industry activity. The downward trend in net operational outlays was most marked 
in 1986-87 when' recoveries as a, proportion of operational outlays increased in, that 
year by 12 percentage points to 65% following the introduction, of new landing 
charges for all airline aircraft. Indeed, the major factor in reducing aviation outlays 
has been, first, the Government's policy of increasing the level of cost recovery and, 
subsequently, the formation of the FAC and CAA which moved the bulk of 
operational outlays off-budget. Future operational outlays for the remaining small 
airports arc estimated to remain fairly stable at 1988-89 levels. 

Infrastructure Investment 
Investment in air transport infrastructure rose, sharply between 1979-80 and 

1982-83, levelled out during the next three years to 1985-86'and then fell sharply. 

Between 1979-80 and 1982-83 infrastructure investment rose from $19m to 
$170m, an average annual increase in real terms of 89%, caused mainly by the 
construction of the new Brisbane Airport. This and other projects, such as Perth 
Airport's international terminal, kept investment at a high level until 1985-86. 
Infrastructure outlays fell to $32m in 1988-89, with the moving off-budget of 
significant infrastructure investment now undertaken by the FAC and the CAA. 
These authorities plan over $2.2b in infrastructure investment over the next 10 
years. The Government's decision to acquire the balance of land required for the 
second Sydney airport at Badgerys Creek, upgrade associated roads and proceed 
with initial design work for the airport will raise outlays to $92.5m in 1989-90, after 
which outlays will fall to between $9m and $!Om per year in 1990-91 and 1991-92. 

Airline Financing Transactions 
Airline financing transactions had a significant impact on outlays between 1979-

80 and 1985-86. Outlays in 1979-80 and 1980-81 were reduced by $127m as loans 
made to the Government-owned airlines were repaid. By contrast, outlays in 1981-
82 and 1982-83 were increased by capital injections to Qantas of $85m and 
Australian Airlines of $115m. Between 1983-84 and 1985-86 airline loan repayments 
progressively decreased outlays by an average of 5% a year. There have been no 
airline financing transactions since 1985-86 and none is provided for in the forward 
estimates. 

7A.3 LAND TRANSPORT 

1988-89 ;1,~•&Qi'.1990-91 1991-92 1992-93 
7A.3 Actual :: ,:eitiliioit' :Estimate Estimate Estimate 
7A3,1 Rold Trantpolt $m 1311.6 "":1359.0,'; 1457.0 1457.4 1"57.7 

'14> -1.1 : ::.ii 7.Z 

7A..3.2 Rail Transport $m 48.8 ~7 46.4 25.6 43.9 
'14> 0.3 iii.•· -a.o -·· 71.I 

7A.3.3 The PiP911ne Authority $m -22. 1 "~' -22.1 -22.1 -22.1 
'14> n.11 ... : ... 

TOTAL $m 1338.3 1~;?, 1"81.3 1460.9 1479.5 
'14> -1.4: . ,,,,.,, ts.I -1.4 1.3 
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Outlays by the Commonwealth on land' transport arc to develop the sector in 
ways attuned to national economic and social priorities, including securing safe and 
efficient operations and practices responsive to user requirements. 

7A.3.1 
Rold Grant• 

7A.3.I ROAD TRANSPORT 

1988-89 1989•90i'1990-91 1991-92 1992-93 
Actual : "Biicf48!,, Estimate Estimate Estimate 

$m 1217.2 '1*-i" 1430.8 1430.8 1430.8 
'14> -Z.2: a 7,3 

lnt1rltat1 Road Tranaport Charge $m 10.8 1{:s" 11.2 11.2 11.2 

'14> 154.1 6.1 -2.e 
Rold Safety and Land $m 4.3" :e:a' 7.0 7.0 7.0 

Trantp<>rt ReNarch .. ts.ts;," ~t 6.5 

Rold Trantp<>rt In Th• ACT $m 71.9 :" "~' 

'14> -2.0 :'• ~t~f n.a. 

Poncy and Admlnlllratlon $m 7.3' 8.0 8.4 8.8 

'14> n.•. "'",',",," JS.Z,, 3.ts 5.3 4,ts 

TOTAL $m 1311.6 ">,'.1359,~ 1457.0 1457.4 1457.7 

'14> -1.1 
"" 

,,3.11,, 1.2 

Overwhelmingly outlays for road transport comprise grants. to the. States, the 
NT and the ACT for, road construction and maintenance. Relatively mmor outlays 
include payments for road safety and land transport research. and th~ reimbursement 
to the States of registration charges for interstate (commercial) vehicles. 

Road Grants 
The five year Australian Centennial Roads Development (ACRD) Program 

commenced on 1 January 1989, with the overall level of funding gu.aranteed in real 
terms until 1990-91. The program is funded by a part of the excise an.d customs 
duty on motor spirit and diesel fuel. which is paid into a trust fund. Th1S prol!l".'m 
replaced the Australian Land Transport Program (ALTP) and the Australian 
Bicentennial Road Development (ABRD) Program. 
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CHART 5. ROAD GRANTS BY CATEGORY 
1989·90 

Local Roads-·22.6% 

Compared to its predecessors, the ACRD Program provides a greater concentra­
tion of funding on roads of economic significance while maintaining local road 
funding in real terms and maintaining the total program in real terms until 1990-
91. Program levels for later years have yet to be determined; the forward estimates 
for 1991-92 and 1992-93 assume funding at the same nominal level as for 1990-91. 
Charts S and 6 show the disposition of grants in l 989-90 by category and State 
respectively. 

VIC--20.7% 

CHART 6. ROAD GRANTS 
1989-90 

NSW--32.7% 
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A~2J~% 
TAS--3.9% 

SA-·6.8% 

Interstate Road Transport Charge 
Commonwealth payments to the States under the Interstate Road Transport 

Act 1985 and the Interstate Road Transport Charge Act 1985 began on I January 
1987. This legislation provides for the registration of vehicles and licensing of 
operators engaged in interstate trade and commerce. The registration charge ensures 
that owners of such vehicles contribute to the repair and maintenance costs 
associated with the roads they use. Charges under the legislation (classified as 
'Revenue Other Taxes, Fees and Fines' in Statement 4 Estimates of Revenue 1989· 
90) are collected by State and Territory vehicle registration authorities and paid 
into a trust fund prior to distribution to the States and Territories for expenditure 
on roads. 
Road Safety and Land Transport Research 

As with previous road grant programs, funds are provided under the ACRD 
Program for road safety and land transport research. The Australian Road Research 
Board is funded by the Commonwealth and the States to undertake research into 
road infrastructure, road transport efficiency and road safety and environment. The 
Federal Office of Road Safety conducts research from which national road safety 
programs are developed. 
Road Transport in the ACT 

From 11 May 1989, ACT own purpose outlays do not form part of Common­
wealth outlays since under self-government the ACT operates outside the Common­
wealth. Public Account. Commonwealth general and specific purpose payments to 
the ACT analogous to payments to the States and the NT have been classified to 
the appropriate sub-function. 
Policy and Administration 

The $7.7m for 1989-90, with equivalent real provisions in subsequent years, 
represents the cost incurred by the Department of Transport and Communications 
in administering its Land Transport responsibilities. 

Trends 

There have been significant changes in road funding during the decade. The 
introduction of the Roads Grants Act 1980 brought a commitment to expenditure 
on upgrading the roads system over the S years to 1984-85. Jn addition, road 
transport outlays were substantially increased in 1982-83 with the introduction on 
17 August l 982 of the Australian Bicentennial Road Development (ABRD) Pro­
gram, financed by a fuel excise surcharge earmarked for expenditure under the 
program. The aim of the program was to devefop sections of the road system to a 
high standard by 1988. Initially, the surcharge was set at I cent per litre, increasing 
to 2 cents per litre on l July 1983 and continuing until the program terrninated on 
31 December 1988. The Australian Land Transport Program (ALTP), financed by 
a share of fuel excise, commenced on I July 1985, replacing the Roads Grants 
Program. Total outlays on roads remained relatively stable over the next four years 
to 1988-89. 
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A s!gnificant f~ture of road transport outlays over the past 10 years has been 
the maior constructton phase associated with the National, Highway System (NHS 
The le.vol of outlays on the NHS has gradually levelled out since the middle 1980)­
rc~ecting .the progress made in improving the nation's major inter-capital Jin~' 
With the introduction of the Australian Centennial Roads Development (ACRD) 
P~ogram from .1 Jan":'ry 1989 emphasis has shifted towards maintaining National 
Htghw~ys a.nd un~roving roads that arc important to Australia's export and import. 
competing industncs as, well as tourism. The ACRD Program replaces both the 
ABRD P~ogram and the ALTP and guarantees the 1988-89 level of funding in real 
tcnns untd 1990-91. 

7A.3.2 RAIL TRANSPORT 

7A.3.2 
1988-89 ;.1~w:;1990.91 1991.92 1992.93 

Actual,;, ..... "" /Estimate Estimate Estimate 
Aultrallan Nallonal Rallway1 Com minion · 

-RewnueSupplement Sm 51.0 ; :· 

- Upgrading Grant• 
'16 

$m 

Australian National Railways Commission (AN) 

50.0 
-1'.I· 

1.4 
-45.1 

2.0 
n.•. 

-2.0 
n.a. 

-5.0 
-u 

46.4 
-a.o 

50.0 50.0 

-18.7 
n.a. -100.0 
2.0 8.2 

n.a. 
-2.0 -8.2 

n.•. 
-5.6 -6.1 
18.7 I.IS 

25.6 43.9 
-44.I 71.1 

The "'.'ntinuing. decline in. AN's call on the budget for revenue supplementation 
lo cover its operattng losses IS offset in l 989-90 by a change in the timing of cash 
payments for workc:S' compensation associated with the introduction of COM­
CARE. The underlying trend remains favourable (Chart 7) with AN' ffi · 
and l~bou~ prod~ctivity continuing to improve as a result of betters :or~··:~ 
operational pr~cttccs, in part facilitated by investment in track, rolling stock and 
sys~ems upgrading. The . l 989-90 revenue supplement of $58. 7m includes $35m for 
mainland passenger services and Sl 3.8m for the Tasmanian system. 
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CHART7. AUSTRALIAN NATIONAL RAILWAYS 
COMMISSION REVENUE SUPPLEMENT 
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From 1990-91 the revenue supplement is estimated to fall to some $50m as 
mainland commercial (freight) operations achieve profitability. Tasmanian (freight 
only) operations arc expected to break-even by 1994-95. The forward estimates to 
1992-93 remain at $50m on the basis that the relatively modest improvement for 
Tasmania in this period will be offset by increases in the supplement for mainland 
pas.<Cngcr operations to maintain real assistance at current levels. However, passen­
ger operations and funding arrangements arc to be reviewed· by the Government 
during 1989-90. 

A further payment of $8m will be made in 1989-90 for the continuing program 
of upgrading the Islington workshops in SA (the Government decided in 1987 on a 
series of non-interest-bearing advances for this purpose, totalling $!8.7m and repay­
able by 1991-92). 

Repayments from States 

The remainder of this sub-function comprises repayable advances from the 
Commonwealth for rail projects other than in South Australia and Tasmania. The 
item is primarily the repayment of advances from the Commonwealth for mainline 
railway upgrading under the National Railway Network (Financial Assistance) Act 
1979 and rail standardisation between Kalgoorlie, Kwinana and Koolyanobbing 
under the Railway Agreement (Western o{'fustralia)' Act 1961. The balance of loans 
owing to the Commonwealth at 30 June 1990 for all assistance to the States for 
rail projects is expected to be $73.6m. 

Repayments of advances for works arc some $2.3m less in l 989-90 following 
the final, repayment in June 1989 of advances to WA made prior to 15 June 1969. 
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7A.l.3 THE PIPELINE AUTHORITY 

The Pipeline Authority is engaged in the transport of natural: gas, by pip.line 
from Moomba (SA) to Sydney, other cities in NSW and Canberra. Outlays 
represent repayment of previous loans. 

7A.4 SEA TRANSPORT 

1988-89 '1989"90,. 1990-91 1991-92 1992-93 
7A.4 Actual ':BixfiliC·'Estlmate Estimate Estimate 

Tasmanian Freight Equalisation Sm 34.4 . 34.~ 35.2 35.9 36.6 
Scheme .. 22.g ~) 2.0 2.0 u 

Ship Purchase Grant1 Sm 2.9 ··,,~9· 16.0 19.7 23.7 .. n.a. ·.;;if·_ 24.0 23.1 20.3 
Maritime Services Sm 54.8 ;: 'rsirii 54.6 56.3 59.2 .. <fU ,::•.'.#l -S.tl 3.2 IS.I 

Waterfront Industry Reform Sm !IO:Oi 55.1 64.5 .. .·::.:.~:"~: 31.0 IU -100.0 
Shipping Industry Reform Sm ·,:15.li' 10.4 4.4 .. n.a. '.''ii .•. ,., -42.• -67.tl -too.a 
TOTAL Sm 92.1 ,'.16Q;6': 171.3 180.8 119.5 .. 3U '·:' i:' ·:f4;i·: 11.7 IS.ti 4:U 

Commonwealth activity in the sea transport area is directed towards: 

• enhancing the competitiveness of the maritime sector including the efficiency 
and reliability of the waterfront; 

• encouraging the development of a more efficient arid innovative Australian 
shipping industry; 

• furthering Australia's interests in international maritime arrangements; and 

• providing efficient services to the maritime industry based on the user-pays 
principle. 

Tasmanian Freight Equalisation Scheme 
This scheme provides assistance to shippers of certain non-bulk goods between 

Tasmania and the mainland to help alleviate the freight. cost disadvantage they 
incur in comparison with mainland States. The estimates assume continuation of 
present volumes of cargo moving across Bass Strait and no change to the present 
rates of assistance. 
Ship Purchase Grants 

Under the Ships (Capital Grants) Act 1987 the Commonwealth provides a 
taxable grant of 7% of the purchase price of eligible new or second-hand trading 
ships. Outlays under the scheme are expected to be Sl2.9m in 1989-90 (increasing 
to S23.7m in 1992-93). The grants arc designed to encourage modernisation of the 
Australian fleet and are contingent on specified lower crewing levels being achieved: 
The scheme was to be wound-up in 1992 but has been extended for a further 5 
years as part of the Government's shipping reform initiatives. 
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Maritime Strvlcts 
The provision of S57.8m in 1989·90 to the Department of Transport and 

Communications covers items such as the provision and maintenance of marine 
navigational aids; maintenance of the maritime communications services; oil pollu­
tion control measures; marine search and rescue; and marine survey of v~ls. The 
costs of maritime services arc, in large part, recovered, for example through the 
collection, of Light Dues for navigational aids and the Oil Pollution Levy. 
Waterfront Industry and Shipping Industry Reforms 

On I June 1989, the Government announced initiatives aimed at reforming the 
shipping and waterfront industries and the establishment of independent authorities 
to oversee the detailed development and implementation of the reform packages. 

The Government is pursuing reforms in three broad areas of the waterfront 
Industry-fundamental changes to employment arrangements; improved efficiency 
of port authorities; and measures to create a more commercial and competitive 
environment. 

Depending on a satisfactory outcome to negotiations between the Government, 
the ACTU, and stevedoring unions and employers, the Government is prepared to 
commit up to $154m over 3 years on a S for S basis with employers towards the 
cost of redundancy payments, training, retraining, skills audits, and job-redesign 
projects. The 1989-90 estimate for this 3-year program is S37.9m, with S53.5m in 
1990-91 and S62.7m in 1991-92. 

For the 1blpplq ind111try, the Government will support a program to reduce 
crewing levels to international standards by contributing up to S24m for a voluntary 
early retirement scheme. In addition, half the cost of retraining seafarers to upgrade 
their skills will be met by the Government. The 1989-90 estimate for this 3-year 
program is Sl5:4m decreasing to S4.4m by 1991-92. 

To assist in the progress to a more efficient shipping industry the Government 
also has decided to extend the current fiscal regime for five years from the scheduled 
expiry date of 30 June 1992. The 7% taxable grant available under the Ships 
(Capital Grants) Act 1987 will now be available until 30 June 1997 in addition to 
the extension of the accelerated depreciation provisions to the same date. 

7A.5 

7A.5 OTHER TRANSPORT AND COMMUNICATION 

Inter State Comml11ion 

Admlnilltration and Other 

StMcll 
TOTAL 

Sm .. 
Sm .. 
Sm .. 

1988-89 .1989-90' ,1990-91 1991-92 1992-93 
Actual ,~Bi)dlliit ;Estimate Estimate Estimate 

1.9 ·.,·•,1,7:" 1.8 1.9 1.9 , ... ,' . :-iiO-: u 3.2 3.7 

106.7 65;8 73.9 74.9 77.9 
1u-.· "-'#.~: 12.3 1.4 3,g 

108.7" "'67;5' ... 75.7 76.8 79.8 
13.0 ""37.• 12.2 1.4 3,g 
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Inter.State Commission 

As announced in the Budget Speech a new Industry Commission (IC) is to be 
formed which will inquire into structural adjustment and micro-economic reform 
policies, including transport matters. As a result all future references on transport 
matters will be sent to the IC rather than the Inter-State Commission (ISC). For 
1989-90 Sl.7m will be appropriated for the ISC; whilst similar real provisions arc 
shown against the forward estimates for the ISC, funding in future· wiU be appro­
priated to the ·new IC. 

Administration and 0th., Services 

This item largely consists of corporate support, resource management and 
various ~the~ dcpartmcnta~ running costs for the Department of Transport and 
Commumcat1ons not functionally allocated elsewhere. In addition; it includes re· 
cc.ipts from provision of various transport services, including recoveries associated 
with the· charter of Departmental vessels. The large decline in 1989-90 reflects a 
payment to Victoria of SSOm for transport improvements in 1988-89. 

FURTHER REFERENCES 
Annual report of the Department of Transport and Communications 

Annual reports of the relevant Government Business Enterprises viz: Telecom, 
Australia Post, OTC, AUSSAT, Qantas, Australian Airlines, FAC, CAA, Austra· 
lian National Line (ANL) and AN 

Australian Telecommunications Services:· A New Framework, 25 May 1988 State­
ment by the Minister for Transport and Communications 

Explanatory Notes, 1989-90, Transport and Communications Portfolio. Budget 
Related Paper No 8.1 J 

Reform of Shipping and the Waterfront, I June 1989 Statement by the Minister 
for Transport and Communications 

Reshaping the Transport and Communicati'ons Government Business Enterprises. 
25 May 1988 Statement by the Minister for Transport and Communications 
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7B; INDUSTRY ASSISTANCE AND DEVEWPMENT 

OVERVIEW 

1988-89 ·'l189+-~lh1990-91 1991-92 1992-93 
Actual; "Biidliel ,Estimate Estimate Estimate 

78.1 Agricultural, Forellry Sm 1214.8 .. 130().7; 1319.7 1266.2 1153.8 
and Fllhlng lndultrltt .. -7.e ' "M. 1.6 ..... -u 

78.2 Mining Industry Sm 56.5 '. ·.-,67:5•i 61.5 60.0 62.0 .. -32.1 :·.' ··;f#.I•' ..... -2.5 3.3 

78.3 Manufacturing lndullry Sm 381.6. ~-1 341.0 282.3 250.5 .. -5.3 
•. 

.-3,6; -13.7 -17.2 -11.3 

78 ... Tourltm /ndultry Sm 42.3 '·•t"fi 37.2 38.7 40.3 .. ....4 ->:y1.s:· -10.5 3.8 4.0 

78.5 Auillance to Exporter• $m 299.1 . 2?0;S 286.0 162.2 134.4 .. .... 2 "4.11 5,7 -43.3 -17.1 

78.• Other A11lttance to Industry Sm 36.6 

.-.~~·- 35.2 29.2 26.8 .. 23.8 .... ., -17.0 .... 3 

TOTAL Sm 2030.9 <2113.9 2080.6 1838.6 1667.7 .. -7.1 '" ' ·4;( -1.8 -11.(f -tl.3 

The Budget and forward estimates do not include any allowance for Common­
wealth sector wage and salary increases after the Budget in each year. An allowance 
for such increases is included in 9C. Contingency Reserve. 

• Total outlays on Industry Assistance and Development hrerease 
by $83m in 1989-90 or 4.1% (a 2.1% decline in real terms). 
They are expected to decline in real terms by 30.5% over the 
forward estimates period, concentrated particularly in 1991-92. 

• The major factors contributing to the expected real decrease in 
1989-90 include: 
- reduced payments on various bounties ($16.7m) and changes 

to the Export Market Development Grants scheme announced 
in the 1988 May Economic Statement ($39m); and 

- termination of programs such as supplementary dairy market 
support ($25.7m), fertiliser subsidies ($16.7m) and the steel 
plan ($5.9m). 

• Major policy initiatives (including those announced before the 
Budget) have added a total of $129m in 1989-90 and $372.8m 
over the forward years including: 

various environmental measures announced by the Prime 
Minister in July 1989 ($17.9m in 1989-90, S20.4m in 
1990-91); 
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- compensation for the Tasmanian forestry industry (S9;6m in 
1989-90 and $8.6m in 1990-91); 

- new wheat marketing arrangements (S38;3JD in 1989.90 and 
S38.6JD in 1990-91); 

- increases in rates or rural research levies In line with the 
objective or funding rural research at up-to 0.5% or gross 
value or production in each industry. The lead tlJDes are such 
that the decision will have no impact in 1989-90 but will add 
$7.Sm to estimates in 1990-91 rising to Sl9.3JD in 1992-93; 

- renewal or the shipbuilding bounty ($25.Sna in 1989-90 and 
S35m in 1990-91 ); and 

- a series or measures to assist manufacturing industry includ­
ing investment promotion, a metals based engineering 
program and a Vendor Qualification ScheDJe (Sll.2JD in 
1989-90, Sl6.7m in 1990-91). 

CHART I. INDUSTRY ASSISTANCE AND DEVELOPMENT 
Proportion orTotal Outlays and Function 

1989·90 

TotalOutllys 

3.200 

• The real reductions expected in the forward yean mainly reflect 
the expiry of the Export Market Development Grants scheme 
and some -•ufactvrlq bounties, an4 relatfnly steady apicul· 
tural procluction ·forecasts which provide the hH for estim~tes 
or _levy collections and for funding or rural research. 

• Oft'settin1 savinp initiatives will reduce estimates by S20.8m 
in 1989·90 and Sl2:8m by 1990-91. These include: 
·- abolition of agricultural machinery bounties announced in the 

Economic Statement, April 1989 (S17.9m); and 
- a reduction in estimates for additional funding for rural 

adjustment. ($2;9m). 
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PURPOSE 

The Commonwealth's industry policies' primarily seek to encourage the devel­
opment. of internationally competitive industries in Australia-both directly by 
promotmg structural change and indirectly by facilitating export and research and 
development activity. 

The. Government has announced phased reductions in tariffs and other forms of 
protection with the aim of promoting structural change and allowing resources to 
flow to those industries with the best prospects in the international economy. These 
general measures complement a range of specific initiatives targeted to particular 
industries, the principal aims of which arc: 

• in the rural sector, to enhance the quality and long term viability of Australia's 
pri_mary industries' resource base, through the funding of research, rural 
adJustmcnt schemes, quarantine and inspection services; to provide a frame­
work for the efficient marketing of primary products; and to assist in smoothing 
fluctuations in the incomes of primary producers; 

• in ~he min~rals and energy sectors, to promote improved productivity, access 
to mtcrnauonal markets and higher returns for Australian mineral and energy 
exports; 

• in the manufacturing and services sectors, to promote innovation and export 
competitiveness. by targeting development assistance to key sectors and activi­
ties, providing adjustment assistance to some sectors and encouraging industrial 
research and development; 

• in tourism, to promote overseas awareness of the attractiveness of Australia as 
a tourist destination; and 

• in export industries generally, to motivate enterprises to increase international 
competitiveness and to provide support when they pursue international mar­
keting opportunities. 

NATURE OF INDUSTRY ASSISTANCE AND DEVELOPMENT OUTLAYS 

C~mmonwealt_h . assist~nce to industry via outlays from the budget includes: 
bounties and subsidies; pnce support and adjustment schemes; and contributions to 
research and promotion. This function also includes the outlays of some departments 
and organisations which service industry, cg the Department of Industry, Technol­
ogy a_nd Commerce, the Department of Primary Industries and Energy, the Bureau 
of Mmcral Resources, Geology and Geophysics, the Australian Trade Commission 
an~ the Aus~ralian Tourist Commission. Such agencies provide a range of services 
to mdustry either free of charge or at charges which do not fully recover the costs 
involved. 

As Chart I shows, agricultural, forestry and fishing industries account for more 
than 60% of outlays under this function. However, a large proportion (70%) of 
thc_sc outl~ys reflects th~ p~yment to relevant trust accounts and statutory corpo­
rations of industry contnbutions through various levies and charges collected by the 
Commonwealth on industry's behalf. These arc classified as revenue a total for 
which appears in Statement No. 4 Est/matts of Revenue J 989-90 under the 
hcadi~g-:-'Other Taxes, Fees and Fines'. Thus, more than 40% of outlays under this 
function IS matched by revenue from primary industries. 
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· Outlays recorded under some other functional headings also assist industry. 
Examples arc airports and airway services, roads and shipping subsidies, outlays to 
maintain. or improve the defence capacity of industry, certain outlays by the 
Commonwealth Scientific and Industrial Research Organisation, and some disaster 
relief assistance under the Natural Disaster Relief Arrangements. 

Considerable indirect assistance is also provided to industry through special 
provisions in the taxation system, by way of tax expenditures. Some ar~ of wide 
application, eg the I 50% tax concession for research and development, while others 
arc industry specific, cg the averaging provisions for income arising from primary 
production and the Income Equalisation Deposits scheme. The Government has 
also recently announced a series of measures to· promote, science and technology­
scc function 8D. General and Scientific Research NEC and Budget related Paper 
No. I 0, Science and Tecltnalogy Budget Statement 1989-90. 

TRENDS IN INDUSTRY ASSISTANCE AND DEVELOPMENT OUTLAYS 

In the decade between 1979-80 and 1988-89, there were important changes in 
the extent and scope of Commonwealth assistance to industry. As Chart 2 indicates, 
in real terms outlays increased in the early to mid 1980s, and then began decreasing 
in line with Government policy to phase down protection, reduce disparities in 
assistance to different industries and encourage structural change and the How of 
resources to those industries with the best commercial prospects in the international 
economy. 

CHART 2. TRENDS IN REAL OUTLAYS 
. (1984'85 PRICES) 

$Billion 
1.0~~~~~~~~~~~~~~~~~~~~~~~~~--, 
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Chart 3 below analyses the components of the real terms change in Industry 
Assistance and Development outlays over the past decade. 

CHART 3. INDUSTRY ASSISTANCE & DEVELOPMENT 
OUTLAYS· REAL CHANGE BETWEEN 1979-80 AND 1988·89 

(1984-85 prices) 
$Million 
ISOr-~~~~~~~~~~~~~~~~~~~~~~ 

Between. 1979-80 and 1988-89 there has been a major (real) decline in. general 
assistance to exporters largely because the previous Export Expansion Grants 
scheme which cost some $200m a year in the early 1980s has been replaced by less 
costly forms of direct assistance such as the Export Market Development Grants 
scheme and a greater emphasis on general assistance. A decline in 'Other Assistance 
to Industry' largely reflects decisions in 1985 and 1987 to limit the Petroleum 
Products Freight Subsidy Scheme to very remote regions only. Within manufacturing 
there has also been a sharp fall in grants for research and development, partially 
replaced by taxation expenditures of some $200m a year. 
These reductions have been offset by: 

• A 12.2% real increase in assistance to the agricultural, forestry and fishing 
sectors resulting, among other things, from: 
- increased outlays on industry-specific research and marketing in most rural 

industries; 
- increased Commonwealth responsibility for quarantine and inspection activ­

ity; and 
- a steady expansion in outlays under 'Natural Resources Development and 

Management'. 
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• An increase in mining industry assistance reflecting a high degree of volatility 
in outlays as. a result of Commonwealth involvement in the uranium industry: 
1979-80, the base year for comparisons, was exceptionally low. Removing this 
effect from the figuring reduces the real increase in outlays from some $70m 
to $18m in 1984-85 prices. 

• A 33.8% real increase in manufacturing assistance largely reflecting increases 
in sector-specific assistance (cg bounties on toxtiles and computers and higher 
bounties or other subsidies to automotive, steel, heavy engineering and ship­
building sectors). 

• A 150% real incre&se in assistance to the tourism· indilstry reflecting a very 
large expansion in both the activities of the Australian Tourist Commission 
and other tourism promotional activity. 

However, much of the increase over the past decade in agricultural, forestry 
and fishing outlays is matched by increases in revenue derived from higher levies 
and charges paid by producers and classified as Budget revenues. For example, 
some 90% of outlays on wool research and promotion is matched by wool tax 
collection. The net effect of agricultural, forestry and fishing outlays on the budget 
balance in 1989-90 is only $417.Sm. 

Chart 4 shows the composition of outlays over the period 1989-90 to 1992-93. 

CHART 4. INDUSTRY ASSISTANCE & DEVELOPMENT 
TRENDS & COMPOSITION 1989·90 TO 1992-93 

IA 

1.2 

1.0 

o.a 

0.6 

0.4 

0.2 

o.o 

(1984-85 prices) 
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Major influences arc: 

• a 22% real decline in assistance to agricultural, forestry and, fishing industries 
reflecting the expected completion of some activities such as brucellosis and 
tuberculosis eradication, expiry of legislation for dairy market support, rela­
tively stable forecasts for rural industry production, and the expiry of the 
National Afforestation Program. This decrease is partially offset by increased 
outlays under the National Soil Conservation Program; 

• a 44.2% real decrease by 1992-93 in manufacturing assistance, chiefty attrib­
utable to the expiry or winding down of bounties or other assistance to the 
automotive, heavy engineering and computer industries.and to the expiry of 
the Grants for Industry Research and Development scheme in 1991; and 

• a 56.3% real fall between 1989-90 and' 1992-93 in assistance to export industries 
almost. entirely resulting from the expiry of Export Market Development 
Grants at the end of the 1989-90 grant year. 

1988-89 OUTCOME 

The 1988-89 outcome for the entire function was $2,030.9m; $83.6m or 4.0% 
lower than the budget estimate. 

The reasons for the lower than expected outcome include: 

• under.ipends in the dairy and cattle, sheep and pig industries (-$30. 7m) 
reflecting lower than expected levels of production and the affect of adverse 
climatic conditions in Northern Australia on tuberculosis eradication activity; 

• deferral to 1989-90 of compensation payments to businesses in relation to the 
North-East Queensland Forests (-Sll.2m) following delays as a result of 
legal proceedings initiated by the Queensland Government; 

• an underspend of SI S.3m in fertiliser subsidies associated with the impact of 
the review of the fertiliser dumping duty scheme; 

• deferral of a S l Om coal freight rate subsidy payment to NSW to 1989-90 to 
allow NSW to meet conditions related to the payment; 

• a lower than expected demand for bounties as a result of buoyant conditions 
in the steel market (-SIS.4m); and 

• a slow take up in bounties and grants for heavy engineering and machinery, 
motor vehicles and components and textile, clothing and footwear industries 
(-$37.0m). 

These decreases were partially offset by: 

• a special S62m payment to the Export Market Development' Grants scheme 
partially to avoid an increase in the level of unpaid claims; and 

• an $8.0m compensation payment to Tasmania following the nomination for 
World Heritage listing of the Lcmonthymc and Southern Forest regions of 
Tasmania. 
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78.1 AGRICULTURAL, FORESTRY AND FISHING INDUSTRIES 

78.1.1 Alhlng lndultr)' 

78.1.2 Wool lndultry 

78.1,3 WhHt lnduatry 

78.1.4 Dolrylndullly 

78.1.5 Hortfcuhural lndultry 

78.U Cal1M,SheopandPlg 

lndultrlH 
78.1.7 Other Agrk:uttural and 

Paltoral lndu1trle1 
Sub-Teal Specific lnduatrlH 

'16 
78.1.I General·Alllllanc• not Allocated Sm 

lo Specllc lndultrlH ~ 

78.1.e· Natural RHourcn Devtlopment Sm 
and Management 

78.1.10 General Admlnlltratlon 

1988-89 :1 
Actual:· 

:eo,;1990-91 1991.92 1992.93 
· · !Estimate Estimate Estimate 

16.5 

4-:.: ' ::Si.{' 
1::, :; 
-.4 ''·.':m.11 

159.7 .·: ,i'~ii: 
-6:1 'C:: ~f'. 

28.0 : .. :,:::12:t.: 
/Sil •• '<.''.f4.i.' 

14!.~ ;,:,:1;i~~i 

22.4 :< ;iii\?'' 

:?.~,;'~i: 
-10.2 

49.6 
13.0 

80.5 

15.9· 16.6 16.5 
u 4.6 

492.3 493.3 
1.0 0.2 

103.6 63.6 
77.0 -:la.ti 

152.9 155.1 
:u 1.4 

30.3 30.5 
-6.7 0.7 

-0.6 

508.0 
3.0 

63.4 
-0.4 

30.8 
-40.t 

30.5 

125.3 126.5 120.2 
-'·• 1.0 -6.0 

28.8 28. 7 28.4 
-7.6 -0.3 -1.2 

949.1 914.3 797.8 

"·' -3.7 -12.7 
216.9 209.9 211.3 

6.7 -3.2 0.11 

55. 7 44.3 45.4 
-U.6 -20.6 2.6 

98.0 97. 7 99.3 

TOTAL 
'16~~!!;..;,'!:;:;,;;:+..,.,,,~7.~.o;-...,..,""~·~3--;;;;;•1Al.6 

... 1319.7 1266.2 1153.8 
'16 -7.#1 1.11 -4. 1 -4.9 

Memo: 

-to1a1ravonueVndu11Iycontrlbutlon) Sm 868.1 ·882.9 895.4 929.0 818.9 
tom Agricultural, Forntty and 

.':";!..":::!::..contrlbutlon Sm 346.7 417.8 424.3 337.2 334.9 
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The Commonwealth provides direct financial assistance to the agricultural, 
forestry and fishing industries primarily in the forms of price support, rural adjust­
ment and disease eradication schemes, quarantine and inspection services and 
contributions to research and promotion. It also provides cost recovered services for 
the sector, including the exercise of compulsory taxing powers to collect levies on 
behalf of rural industries. The aim is to foster more efficient, productive, innovative 
and adaptable primary industries, remove constraints on Australia's export perform­
ance and improve Australia's international competitiveness. Commonwealth outlays 
on natural resources management aim to promote the equitable and efficient use of 
water, soil and forest resources at sustainable levels and the minimisation of resource 
degradation. 

A large proportion of outlays (70%) in this sub-function is matched by industry 
contributions collected by the Commonwealth on the industry's behalf through 
various levies and charges, and classified as revenue. Chart 5 depicts the disaggre­
gation of outlays by industry for 1988-89 and 1989-90. 

CHART 5. AGRICULTURAL, FORESTRY 
AND FISHING INDUSTRIES 

COMMONWEALTH & INDUSTRY CONTRIBUTIONS 

Fishing 89-90 .Industry (I) 
88·89 

Wool 89·90 ~=======:§~l'Ocommonwealth (2) 
88-891111 

Wheat89·90 
88-89 

Dairy89·90 
88-89 

HorlicuUural 89-90 
88-89 

Cattle etc. 89-90 
88-89 

Olher Agric 89-90 
88-89 

Nalural Res 89-90 
88-89 

Gen. Admin. 89-90 
88-89 

100 200 300 400 500 

Outlays - $Million 

(I) Outlays matched by industry 
contributions through levies & 
charges (see Budget Statement 4) 

(2) Outlays without equivalent revenue 
from industry (ie the net Commonwealth 
budgetary contribution to these functions) 
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CHART 6. AGRICULTURAL, FORESTRY 
AND FISHING INDUSTRIES 

(1984·85 prices) 

I.I~------------------------, 

0.9 

0.8 

0.7 

0.6 L......1.--'---'--.I---'---'---'--:'----:'----'---!---:-----: 
\of19:i/> IP16\ %\.%l %l.%~ # ~ %;31> yp.%1 ,;i.%'6 'IJ/"' ~~'·' ,...,\ 9\"9l ,i-9~ 

Between, 1979-80 and, 1988-89, outlays for the sub-function increased at a 
relatively steady rate from, $518.4m, to $1214.8m, representing a real increase of 
12.2%, mainly reflecting growth in research, promotion and marketing in rural 
industries; increased Commonwealth involvement in quarantine and inspection ac­
tivity; and growth in outlays on natural resources management. Most of these 
increases have been matched by corresponding increases in revenue. 

Notable exceptions to the pattern of steady growth were two large one-off 
increases: a fodder subsidy payment of $ 103. 7m under drought relief assistance in 
1982-83 and a wheat underwriting payment of $167.4m in 1987-88. Wheat outlays 
over the period· show large fluctuations both up and down, reflecting changes in· 
marketing arrangements. 

For 1989-90 outlays arc estimated at $1300.7m representing a marginal real 
increase of around I% on the 1988-89 outcome. The principal sources of this 
increase arc higher payments to the wheat industry following the introduction of 
the new marketing arrangements, and an increase in outlays under the 'Natural 
Resources Development and Management' item as a result of: 

• the deferral to 1989-90 of some compensation payments totalling $1 l.2m to 
businesses in the North-East region of Queensland affected by the Govern· 
mcnt's decision to nominate the wet tropical rainforests for world heritage 
listing; and 

• funding increases arising from the Prime Minister's July 1989 Statement on 
the Environment' ($17.9m in 1989-90 and $20.4m in 1990-91). 

A number of assistance measures/programs (cg supplementary dairy market 
support, fertiliser subsidies) wilt be completed or terminated from 1989-90, partially 
offsetting the increase in outlays. 

3.209 



Over the forward estimates period, outlays arc expected to decrease from 
Sl~~.7m in 1989:90 to $1153.8m in 1992-93, a real reduction of 22% reflecting 
pnnc1pa1ly an. esttmated reduction in the value of production in a number of 
industries (wool, dairy, cattle, sheep and pigs), expiry of legislation for dairy market 
support on 30 June 1992, and a rctum to normal levels of activity from a 1989-90 
high, in 'Natural Resources Development and Management'. ' 

78.1.1 
Fllhlng lndull:ry 

Memo: 

- procMdt of lndultry levy and 
lnter•lt earned on indultry fund• 

- n.i Common'#Hlth contribudon 

78.J.I FISHING INDUSTRY 

1988-89 '1989;.~1)'!1990-91 1991-92 1992-93 
Aclual ',BU<i.;.;,..;Estlmate Estimate Estimate 

Sm 16.5 ' . ·15.11» 15.9 16.6 16.5 
.. ' -21.3 ·. >· :;.11:4.: I.II 4.11 -0.11 

.... 

.... 
10.7 

5.8 

13.3 

2.3 

13.7 

2.2 

11.9 

4.7 

11.9 

4.6 

Main activities under this heading include outlays for research and for reducing 
activity in certain fisheries by facilitating the exit of some participants. Research 
outlays arc incurred principa11y through the Fishing Industry Research and Devel­
opment Trust Account. The Commonwealth contribution to fisheries research in 
excess of those amounts which arc rccovcrc<f from the fishing industry and arc 
classified as revenue is $9.0m in 1989-90. $4.5m to be recovered from the industry 
is provided to reduce fisheries activity through the National Fisheries Adjustment 
Program Trust Account. 

78.J.2 WOOL INDUSTRY 

1991-92 1992-93 
79.1.2 '.'Estimate Estimate Estimate 

Martet Support .... 229.7 242.2 249.9 .. 0.11 11.4 u 
ReNIJ'ch, Promotion and .... 262.6 251.0 258.1 

Other Payment• .. I.I -4.4 II.•· 
TOTAL .... 492.3 493.3 508.0 .. 1.0 02 3.0 

Memo: 

- prOCMd1 ol lndullry levy and Sm 442.2 438.9 442.8 466.9 481.7 
lnlfiHt earned on lndultry fund• 

- net Commonwealth contribution Sm 46.4 48.5 49.5 26.4 26.3 
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Market Support 
The Australian Wool Corporation (AWC) operates a reserve price scheme for 

wool at auctions to reduce wool price instability. The Commonwealth collects a 
Wool Tax (8% of the gross value of proceeds from shorn wool, classified as revenue) 
which is paid to tho AWC in accordance with the Wool Marketing Act 1987. A 
market support component (4.15 percentage points, $227.6m) is paid. to the AWC's 

Market Support Fund. 
Research, Promotion and Other PaymenlS 

The remaining component of the Wool Tax finances wool promotion and market 
administration (3.5 percentage points, $192.0m) and research (0.35 percentage 
points, $19.2m). 

Industry contributions for research arc matched $ for $ by the Commonwealth 
($23.5m in 1989-90). 

The Commonwealth will also provide $25m to the A WC in each of 1989-90 
and 1990-91 for international wool promotion by the International Wool Secretariat. 

78.1.3 

Memo: 

Market Support 

RllHrch, Promotion and 
Other Payments 

TOTAL 

- procNdt of indultry levy and 
lnttfHt Hrned on lndultry funds 

- net Commonw .. lth contribution 

Market Support 

78.1.3 WHEAT INDUSTRY 

Sm .. 
Sm 

'Mo 

Sm 
'Mo 

Sm 

Sm 

1988-89 ·1989'-1'<1''.1990-91 1991-92 1992-93 
Actual . :eudaili.:..Estlmate Estimate Estimate 

-100.0 

17.9 
-4.11. 

17.9 
-11"'4 .. 

14.5 

3.4 

.,~!Mt: 
..·<·:.;ft'.~· 
·:2u· 

·ii{oi 
. 58;5· 

.m.1: 

48.2 

10.3 

76.6 
111.5 

27.0 
16.11 

103.6 
71.0 

53.4 

50.2 

35.2 
-54.0 

28.4 
5.1 

63.6 -·· 
54.1 

9.5 

35.2 

28.1 
-o.• 

63.4 
-0.4 

54.1 

9.3 

New wheat marketing arrangements under the Wheat Marketing Act 1989 
began on I July 1989. Among other things, the Act provides for co11ection of a 
levy of 2.5% of the net sales value of wheat, of which 2 percentage points will be 
applied to a Wheat Industry Fund. That Fund will be used to support the trading 
activities of the Australian Wheat Board (AWB) in the now deregulated domestic 
wheat market. The Commonwealth Government will also guarantee A WB borrow­
ings up to a limit of SlOOm for this purpose. The wheat industry levy is classified 
as revenue. 

Under the previous Wheat Marketing Act 1984 an underwriting payment was 
required in respect of the 1986-87 wheat pool. A residual payment of $41.4m is 
estimated in 1990-91. 
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Restarch, Promotion and Other Payments 

The remainder of the wheat industry levy (0.5 percentage points) is to be 
directed to research. Industry contributions to wheat research are matched S for S 
by the Commonwealth. The Commonwealth contribution in 19S9-90 is SI0.2m. 

As part of the new wheat marketing arrangements, a subsidy will be provided 
on wheat freight to Tasmania (S3.6m in 19S9-90), to be reduced by 25% over the 
next 5 years. 

78.1.4 
MarlcetSUppon 

RlilMl'ch, PfomotJon and 
OtherPa)'l'Mnll 

TOTAi. 

Momo: 

- prOCMd• ol lndullry lovy ond 
internt earned on lndultry fund• 

- nit Commonwealth contribution 

Market Support 

78.1.4 DAIRY INDUSTRY 

$m 

'14> 

$m 28.0 30.2 
'14> 11.a T.• 

$m 152.9 155.1 
'14> R.I 1.4 

$m 165.1 146.8 150.1 152.0 

$m -5.4 2.0 2.8 3.1 

-too.a 
30.8 

11.1 

30.8 

-·' 

27.1 

3.7 

Under marketing arrangements introduced on I July 19S6, export sales of a 
wide range of dairy products arc or were assisted by market support and supple­
mentary market support payments. The funds for market support payments are 
derived from a levy on all milk produced. Outlays and the levy (on domestic sales 
of butter and cheddar-type cheeses) for supplementary market support cease from 
30 June 19S9. The proceeds from these levies are paid to the Australian Dairy 
Corporation (ADC). 

The sharp drop in outlays in 1992-93 reflects expiry of legislation for market 
support arrangements from July 1992. 

The negative figure shown for net Commonwealth contribution in l 9SS-S9 
reflects timing effects in payment of levy receipts to the ADC. 

Under current arrangements the Commonwealth also underwrites average export 
returns for certain dairy products at S5% of the long-term. price trend. 

Research, Promotion and Other Payments 
Outlays for dairy promotion and ADC administrative costs (Sl7.7m) and re­

search ($7.0m) arc financed primarily through a levy on the milkfat content of all 
whole-milk and whole-milk products produced in Australia. Industry contributions 
spent on dairy research are matched S for S by the Commonwealth. ($3.5m). 
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78.1.5 HORTICULTURAL INDUSTRY 

1988-89 '1989'90';1990-91 1991-92 1992-93 
78.1.5 Actual .. e.Uc109!·,est1mate Estimate Estimate 

M11ket SUpport 

Re•arch, Promotion and 
Other Payments 

TOTAL 

Memo: 

- PfOCHd1 of lndultrY levy and 
lnter•lll HJ'Md on lndultry fund• 

- nee Commonwealth contribution 

Mark et Support 

$m 

% 

$m 

% 

$m 

'Mo 

$m 

$m 

18.9 .... 
5#.4 
9.1 
4U 

28.0 
66.I 

24.0 

4.0 

'. '18;6' 
~i:4 

'1'3'.s 
. 41.~ 
~,. 

·.14f; 

28.0 

4.1 

15.4 
-17.3 

14.9 
10.4 

30.3 
-IJ.1 

26.9 

3.4 

14.5 
-5.11 

16.0 
T.• 

30.5 
0.1 

26.5 

4.0 

14.5 

16.0 

30.5 

26.5 

4.0 

Revised underwriting arrangements for apples and pears were introduced for 
the export seasons 19S6 to 1990 inclusive. Underwriting applies separately to apples 
and pears and to returns from forward sales and 'at risk' exports at SS% of the 
unweighted average of the annual returns in the best three of the preceding four 
seasons. An underwriting payment of SI.Sm was required in 19SS-S9. 

Under marketing arrangements for the dried vine fruits industry, Sl9.0m will be 
provided to the Australian Dried Fruits Corporation (ADFC) in 19S9-90 for 
equalisation of domestic and export market returns. This payment is fully funded 
by industry levies. 

Research, Promotion and Other Payments 

Industry levies fully pay for the marketing and· promotion activities of the 
ADFC (Sl.lm) and the Australian Wine and Brandy Corporation (SO.Sm). The 
Australian Horticultural Corporation is funded both by industry (S4.3m) and the 
Commonwealth ($2.lm). 

Industry expenditure on research is matched S for S by the Commonwealth 
(S2.5m). 
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7B.l.6 CATTLE, SHEEP AND PIG INDUSTRIES 

1988-89 1989-90"1990-91 1991-92 1992-93 
70.1.6 Actual ·Budaiit ·Estimate Estimate Estimate 

Eradication of Llveatock $m 30.5 31'9-" 25.5 21.0 14.7 
OleeaM• and CompenNllon 'Mo -1.f.e ,,.,. 

-20.t -17.IJ -40.0 
~March, Promotion, Markellng $m 115.1 99.8· 99.8 105.5 105.5 

A11i1tance and Other Payments % "5.t ~1$.3. 6.7 
TOTAL $m 145.6 131·7 125.3 126.5 120.2 

'Mo 31.1 .oe.6· -4.• t.O ... 5,0 

Mtmo: 

- procHd1 ol lndultry levy and $m 121.7 105.2 105.2 113.2 113.2 
interHI .. rn9d on lndultly funds 

- net CommonWNllh contribution $m 23.9 26.5 20.1 13.3 7.0 

Eradication of livestock Diseases and Compensation 

All payments under the Bovine Brucellosis and Tuberculosis Eradication Cam­
paign (BTEC) are pooled and shared on the basis of 20% Commonwealth ($10.0m 
in 1989-90)/30% States/50% industry contributions. A cap on total payments under 
the program has been set at $167.lm in real terms for the years 1988-89 to 1991-
92 to meet the program's objectives of eradication of bovine brucellosis and 
elimination of known cases of herds infected. with tuberculosis by 1992. 

Industry contributions to BTEC are collected through the Livestock Export 
Charge and the Livestock Slaughter Levy and are paid to the National Cattle 
Disease Eradication Trust Account. Expenditure from the Trust Account in 
1989-90 will be S21.4m. Australia was declared brucellosis-free in July 1989. 

Also included under this classification are payments of S0.9m· in respect of other 
animal pest and disease control programs. 

Research, Promotion, Marketing Assistance and Other Payments 

The Commonwealth matches industry payments on approved research programs 
for the meat and livestock industries. Industry funds levied for meat research by 
the Li~estock Ex~rt Charge and Livestock Slaughter Levy ($13.lm in 1989-90) 
are paid along with the Commonwealth contribution ($14.7m) to the Australian 
Meat and Livestock Research and Development Corporation. Commonwealth and 
industry contributions for pig research are paid into the Pig Industry Research 
Trust Fund ($4.0m in 1989-90). 

The Commonwealth also makes payments, fully funded by industry levies, to 
the Australian Pork Corporation and to the Australian Meat and Livestock Cor­
poration (AMLC) for their administrative and operational expenses, including 
promotion. A reduction in 1989-90 results from a decision by the AMLC not to 
fund chemical residue testing and computer assisted livestock marketing. through 
levies. 
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7B.l.7 OTHER AGRICULTURAL AND PASTORAL INDUSTRIES 

70.1.7 

Momo: 

0th« AQrlcultural and 
Palt«al lndultrlH 

-prOCMd• « ln<lulUy Jtvy and 
lnterelt Mt'Md on lndultfy fund• 

- ... CommonwNlth conlrlbution 

fm 

$m 

1988-89 19!!!1+110?;1990-91 1991-92 1992-93 
Actual ,:cliUd!i'i'-'Estlmate Estimate Estimate 

10.9 

11.5 

11.9 

19.3 

12.>4 

16.4 

13.5 

15.2 

13.5 

1-4.9 

This heading covers outlays, mainly for research, in respect of the barley, cotton, 
grain legumes, honey, oilseeds, poultry, sugar, tobacco and other industries. This 
heading also includes $3.0m for assistance to various projects in Tasmania. 

Industry contributes towards these activities through various levies, classified as 
revenue. 

7B.l.8 GENERAL ASSISTANCE NOT ALLOCATED TO SPECIFIC INDUSTRIES 

70.1.8 
Rural Adjultment 

QuaranUn. and lntpeetion -· Land S.ttJem.nt 

Other 

TOTAL 

Momo: 

-prOCMd• «••port lntpOCtion 
ancl--QH 

- net Commonwealth contribution 

1988-89 \1989-90<'1990-91 1991-92 1992-93 
Actual ;:iiiiiJbet''Estlmate Estimate Estlmale 

$m 34.9 ~9:. 41.4 39.6 
'14' ».3: .-'· :lp• IZ.t -4.8 

$m 153.3 .166.2,, 173.1 170.7 
'14' to.• ., .. ~ u -1..f 

$m -2.6: .. •%3> ·2.2 -2.0 
'Mo -4.6' :t!: -6.8 -IJ.3 

$m 20.5' 4.5 1.7 
'Mo -70.t ' :ti;;: $.4 -IJ2.8 

$m 206.1 "205.2e 216.9 209.9 
'Mo -t0.2 ·. ' ';.0!6< 6.7 -3.2 

$m 79.0 89.0 89.3 89.3 

$m 127.1 116.2 127.6 120.6 
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36.6 
-7.6 

174.9 
t.6 

-2.0 
-3.8 

1.7 
$.I 

211.3 
o.8 

89.3 

122.0 



Rural Adjustment 

Under the States and Northern Territory Grants (Rural Adjustment) Act 1988, 
the Commonwealth provides funds and services to enable farmers to overcome 
financial difficulties arising from circumstances beyond their control; to improve 
their performance by changing the size of their farms, improving managerial and 
financial skills, or by adopting better practices and technology; and after all other 
options have been considered, to allow those farmers without prospects in the rural 
industry to make an orderly exit. This financial assistance is provided in the form 
of interest subsidies, loans and grants. 

Quarantine and Inspection Services 

The Australian Quarantine and. Inspection Service (AQIS) provides export 
inspection services for meat and livestock, wool, grains, fruits, dairy products, fish 
and other exports requiring certification; provides domestic meat inspection services; 
and enforces plant and animal quarantine measures. By arrangement, the States 
administer at Commonwealth cost certain animal and plant quarantine and export 
inspection functions. 

The Government's policy is to recover 60% of attributable export inspection, 
domestic meat inspection and quarantine costs, except for overtime and some other 
costs which arc fully recovered. Additional funds were allocated to AQIS ($3.Sm 
in 1989-90 and SS.4m over the forward estimates period) as a result of the 
December 1988 Policy Statement on agricultural quarantine, which outlined policies, 
objectives and strategics required to meet future demands on quarantine services. 

Land Settlement 

This mainly provides funds for the operation and maintenance of the Loxton 
SA irrigation project, offset by income and repayments related to land settlement 
programs. 

Other 

This heading includes funds for initiatives to improve access to education and 
training in rural areas, the primary industry marketing skills program and grants 
for rural counselling services. The Commonwealth meets up to half the costs of 
rural financial and adjustment counsellors employed by appropriate non-profit 
organisations. 

Funds have also been provided to develop improved arrangements for providing 
information on Commonwealth programs to rurar Australians. 

Payments for fertiliser subsidies will cease in 1989-90. This follows the Govern­
ment's decision announced in 1988 to terminate fertiliser consumption subsidies and 
the outcome of the review of dumping duties. 
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78.1.9 NATURAL RESOURCES DEVELOPMENT AND MANAGEMENT 

1988-89 '1989*90"1990-91 1991-92 1992-93 

78.1.9 llctual : .• ~ Esllmate Estimate Estimate 

Water R11ourcH Development Sm 23.4 ·;·.·:·~;<!" 19.7 13.2 14.7 

and Managem•nl 'Mo -2U. .u;i. -54.7 ~.o 11.7 

Fore.try Development Sm 16.3 aif 10.7 5.2 4.2 

'Mo t?P,g. .... -.7 -5t.4 -1g.tJ 

Soll Con1ervatlon Sm 9.8 ·~.2, 25.4 25.9 26.5 

'Mo 57.2" i3il,t:. 11.2 2.2 2.2 

TOTAL Sm 49.6 '.98;'1'.' 55.7 44.3 45.4 

'Mo 13.0 ·#.1 -43.5 -20.5 2.5 

Water Resources Development and Management 
Outlays under this heading incorporate the major components of the Federal 

Water Resources Assistance Program (FWRAP) including water research; payments 
to the States for a range of non-urban water projects including water storage, 
irrigation, control, and salinity mitigation; and a payment to the Murray-Darling 
Basin Commission for its administrative expenses and capital works, including 
funding for a natural resources management strategy as part of the Prime Minister's 
July 1989 Statement on the Environment. These arc offset by repayments of past 
loans by the States and other receipts. Details of other components of FWRAP are 
provided under function 5. Housing and Community Amenities (Urban Flood 
Mitigation) and function 7D. Other Economic Services (Urban Water Supply). 

Forestry Development 
This heading includes a range of outlays on forestry. Assistance under the 

National Afforestation Program (NAP) is used in conjunction with State govern­
ment and private sector contributions to develop broadacre hardwood plantations, 
rehabilitate degraded lands, and for forestry research. The NAP has been expanded 
as part. of the Prime Minister's July 1989 Statement on the Environment. Included 
also under this heading arc the industry assistance components of compensation 
packages paid as financial assistance to Tasmania and compensation to businesses 
in North-East Queensland0 following Government decisions in relation to World 
Heritage listings for forests. It also covers a package of measures to be undertaken 
in conjunction with NSW to facilitate resolution of the dispute over logging in 
National Estate areas in the South-East Forests of NSW. 

Soil Conservation 
The National Soil Conservation Program (NSCP) provides assistance to the 

States, Commonwealth Scientific and Industrial Research Organization (CSIRO), 
universities and other agencies for research, demonstration projects and extension 
activities to assist in overcoming soil degradation. Priorities under the NSCP have 
been reviewed in recent times to confront more effectively Australia's land degra­
dation problems. This has led to substantial additional funding for Project Landcarc 
under the NSCP as contained in the Prime Minister's July 1989 Statement on the 
Environment. 

3.217 



78.1.10 GENERAL ADMINISTRATION 

78.1.10 
G1n•r1.I Admlnlttr1.llon 

- procMd1 of agrlcuh~rAI and 
Vlt•lnary ch.mJcal ,... 

·IMICommo<t- ccnttlbuUon 

19B8-89 .1~90·.:1990-91 1991-92 1992-93 
Actual :.:8\ldoitiEstlmale Estimate Estimate 

$m 80.5 '·',.• •91:a··· 98.0 97.7' 99.3 
% 6.t :· ·: .. . ,:f.7-.~ 7.0 ...0.3 t.11 

$m 

$m 60.5 

1.6 

90.0 

1.6 

96.4 

1.& 

96.1 

1.6 

97.7 

This heading c:overs a wid~ range of general outlays of those parts of the 
Departm_ent of Pnmary lndustncs and Energy involved with agriculture, forestry 
a~d fis~ng, not else~here classified. The major outlays are for running costs 
(mclu~mg the Australian Plague Locust Commission, part of the Australian Bureau 
of Agncultural and Resource Economics, and the Bureau of Rural Resources) and 
for ana.lytical testing. Also included are payments by the Department of Primary 
Industries a.nd En~rgy to CS!RO, to meet half of the operating and capital costs of 
the Australian Ammal Health Laboratory. 

Also included under this heading is the main component of outlays for the 
management. and ~ev~lopment of Australia's fisheries resources. From 1987-38 the 
Governments policy IS to recover 100% of additional outlays on fisheries develop­
ment and management in the fishing industry. 

78.2 

7B.2 MINING INDUSTRY 

8u(Mu of MfneraJ Rttourcet, 
Geok>gy •nd G.ophytJc• 

Other Mfnrng 

TOTAL 

19B8-89 1~90•'1990-91 1991-92 1992-93 
Actual · :BUdgel', estimate Estimate Estimate 

$m 42.9 ,. ·.: •,50,8•' 53.4 54.4 56.6 
% U .· .:·:_.#;"-'· U I.I 4.0 

$m 13.6 .. · -~iS:'t &.1 5.6 5.5 
% -N.a · ·_,If~;. -s1.e -3<1.Q -2.11 

$m 56.5 ' ";11?;5" 61.5 60.0 62.0 
% -su " ..... ' 'ii.I'.. -6.Q -2.S 3.tJ 
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The Commonwealth provides or has provided assistance to the mining industry 
through direct investment and financial assistance, and through the supply of 
services, with the aim of improving the efficiency and competitiveness of the 
industry, removing constraints to its export ~rfonnance, and maximising its contri­
bution to the Australian economy. 
Bureau of Mineral Resources, Geology and Geophysics 

The principal research function of the Bureau of Mineral Resources, Geology 
and Geophysics (BMR) is to develop an integrated understanding of the geology of 
Australia and its offshore areas. BMR provides scientific and technical assessments 
and advice to the Commonwealth Government,. industry and the public. 

In response to the review of BMR by Mr A.J. Woods, AO, the Government 
announced in June 1989 that BMR will give priority to production of geoscientific 
maps and data sets for use by the mineral and petroleum exploration industries and 
as a source of information for government in balancing development and· conserva­
tion issues. Greater emphasis is also to be placed in BMR 's operations on cost 
recovczy and cost sharing. 

Other Mining 
The major items under this beading are payment of the second Commonwealth 

contribution of $\Om under the Coal Freight Rate Efficiency Scheme, a jointly 
funded $40m scheme with NSW to bring forward coal freight rate reductions for a 
number of NSW coal producers; the Commonwealth's contribution to the operation 
of the Joint Coal Board, a body constituted under Acts of both the NSW and 
Commonwealth Governments with wide powers in relation to the coal industry in 
NSW; continuing deferred payments in respect of the original purchase of certain 
oil and gas interests in the Cooper Basin; payments of amounts collected by the 
Commonwealth as fees and other charges under the Petroleum (Submerged Lands) 
Act J 967 passed on in full to the relevant States; and payments to various 
international mineral commodity organisations. 

Trends 
Between 1979-80 and 1988-89 there were significant ftuctuations in outlays on 

the mining industry. These mainly retlcct the Commonwealth's involvement in the 
purchase and sale of a number of mining interests; the Commonwealth's special 
interest in activities related to the mining and exploration of uranium; the operation 
of, and subsequent winding up of, tho Bass Strait Freight Adjustment Scheme which 
was introduced in 1984 to reduce disparities in freight costs between different 
rcfinots; and tho payment in 1987-88 of the first SlQm contribution by the Com­
monwealth to NSW under the Coal Freight Rate Efficiency Scheme. 

'flte second payment to NSW of SIOm under the Coal Freight Rate Efficiency 
Scheme, originally included in 1988-89 Budget estimates, has now been deferred 
until 1989-90 and is the major cause of a forecast reduction in outlays between 
1989-90 and 1992-93 under the heading 'Other Mining'. 
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7B.3 MANUFACTURING INDUSTRY 

78.3 
1988-89 J~99)1990-91 1991-92 1992-93 

Actual iJlu(IQli,<Estlmate Estimate estimate 
S.Ctor Spticlftc A•llltance 

... ,, ... 
. ,; .. 

Te>ctllH, Clothing •nd Footwear $m 97.6: 106,b: 109.6 110.0 110.8 
% 1u' :;: #.'«-'' 8.4 D.4 0.7 

ShlpbUlldlng $m 48.3 ~;o 36.8 31.3 30.2 .. 22.2'· . ;,.t -1e.e -14.e -3.7 
l='aper and Printing $m 25.5 .. ·,21~1: 22.5 23.0 17.4 .. 22.8' :·.~16.0: 3.11 1.11 -24.4 
lndUttrial and Agricultural $m 30.1 .. 18;~ 20.6 9.4 1.4 
Machinery .. 11.1 : . .;M,t .• l.IJ -54.e -15.0 

Aero..,ac• and fnfOfmatfon $m 38.3 '.. -:4j;t .• 11.0 6.2 6.4 
Toc:hnology .. D.4:.- .;::~ -73.11 -43.1 6.0 

StHl and Huvy Engineering $m 23.1 '" 6.0 3.1 
% -311,3:. .. f;f -411.1 -· -100.0 

Automotive $m 10.4 7.5 3.1 1.7 .. -25.2; · .. :i.#• . -21.I -~.2 -44.1 

SUb-Tolal Sector Specific $m 273.3 :--· :~~; 214.1 186.0 167.8 
A11l1tance % 3.11: -ttl.7 -13.1 -II.I 

G•n•ral Atlliatance 
Industrial Reeearch and fm 35.0 .~.d\ 35.9 24.0 11.1 
Devtilopment % -8.4 11,tf -8.0 -33.2 -53.e 

lndUtUitt 8al\iCB• $m 16.8 · :a4' 24.4 3.4 1.4 .. -45.4 i,,:;s -14.f -Stl.1 -«J,Jl 

Other A11l1tance to $m 56.5 . ro.~ 66.6 68.9 70.2 
Manufacturing % -:U.4. ·,#~; -4.0 u 1.11 

Sub-Total General A11iatance $m 1os.3·: :iw·; 126.9 96.3 82.6 .. -:u.e• . :::iiir' -a.:z -21#.1 -1"1 

TOTAL $m 381.6 ··' 391;.f. 341.0 282.3 250.5 
% -6.3 "..:'3.tf -13.7 -17.2 -ti.ti 

Budgetary assistance to manufacturing industries aims to foster international 
competitiveness, export orientation and structural adjustment and to promote man­
agerial efficiency and industry research and development. 

Assistance to manufacturing industries comprises bounties, subsidies and pro­
grams of targeted assistance to specific. sectors, as well as generally available 
programs such as Grants for Industry Research and Development (GIRD) and the 
National Industry Extension Service (NIES). A breakdown between these two 
broad areas is shown in Chart 7. 

3.220 

CHART 7. ASSISTANCE TO MANUFACTURING 
1989-90 

SECTOR SPECIFIC ASSISTANCE 
total $256.9m 

Aero. & Info. Tech.--16.2% 

GENERAL ASSISTANCE 
total $138.2m 

Industry Services--20.5% 
Industrial R&D--28.2% 

Other Assistance--51.2 % 

SECTOR SPECIFIC ASSISTANCE 

Textiles, Clothing am/ F()l)/wear {TCF) 
The TCF se<:toral plan became fully operational on I March 1989 and is 

scheduled to run to l July 1995, It is administered by the Textiles,. Clothing and 
Footwear Development Authority (TCFDA). The plan's objectives include creation 
of a more responsive sector with an increased design and marketing orientation, 
improved managerial and entrepreneurial skills and concentration on more compet­
itive, high value products. The TCF industries currently receive extensive tariff, 
quota and bounty assistance. Under the plan, quotas arc being phased out and tariff 
rates rationalised. Bounty assistance ls provided for production of various items of 
fabrics and yams under a number of Bounty Acts. 
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The Industries Development Strategy (IDS), which is part of the TCF plan 
provides funds for a raw materials processing program, an export development 
program and a development assistance program designed to increase the internal 
efficiency of TCF firms. S!Om is to be provided for the IDS in 1989-90 and the 
same amount is allowed in the forward years for these purposes. In addition to 
outlays under this heading, the TCF plan contains a package of labour adjustment 
measures designed to assist workers to be re-employed outside the TCF industries 
(sec function 7C. Labour and Employment). 
Shipbuilding 

The Bounty (Ships) Act 1980 which provided assistance for the domestic 
construction of vessels exceeding 150 tonnes expired on 30 June 1989,, Outlays of 
S!9.8m arc required in 1989-90 to pay existing claims at the existing rate of bounty 
of 20%. The Government has decided, following advice from the Industries Assist­
ance Commission, that bounty assistance for ship construction will continue until 
30 June 1995 under the new Bounty (Ships) Act 1989. The new rates of bounty 
arc 15% of value added to June 1991, 10% to June 1993 and 5% to June 1995. The 
combined effect of the new and the old bounties will maintain assistance for ship 
construction in 1989·90 at the previous year's levels. Outlays under the Bounty 
(Ships) Act 1989 arc estimated at $25.5m in 1989-90 and.rising in subsequent years 
($90.4m over 3 years). 

Assistance is also provided for the repair of international trading vessels under 
the Bounty (Ship Repair) Act 1986. Outlays are estimated at $0.7m, down from 
$3.3m in 1988-89, reflecting the termination of the bounty on 9 October 1989. 
Paper and Printing 

Assistance to the paper and printing industry is provided through the Bounty 
(Books) Act 1986 for the local production of books. The rates of bounty were 
reduced from 20% of production costs to 18% from I January 1989. Further phased 
reductions (including a decrease to 16.0% from I January 1990) will continue to 
an end-point bounty rate of 13.5% applying from I January 1992. The bounty is 
due to expire in December 1993. 
lndustrial and Agricultural Machinery 

Assistance to the industrial machinery industry is provided through the Bounty 
(Metal-working Machines and Robots) Act 1985 for the local production of certain 
advanced machine tools, robots and laser and gas operated machinery. The current 
rate of bounty is 28%. The bounty is scheduled to terminate on 30 June 1991. 

Assistance to the agricultural machinery industry has in recent years been 
provided under the Subsidy (Cultivation Machinery and Equipment) Act 1986 and 
the Subsidy (Grain Harvesters and Equipment) Act 1985 for the production of 
certain agricultural machinery. The Government announced in the Economic State­
ment, April 1989 the termination of the agricultural equipment bounties from 
midnight 12 April 1989. It considered that these bounties were not contributing to 
the competitiveness or export orientation• of this industry. Outlays arc estimated at 
$2.0m ($14.6m in 1988-89) to meet outstandinR bounty claims. 
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Aerospace and information Technology 
Bounty assistance is provided under the Bounty (C?mp~ters/ A~t 1984 for the 

production of computer hardware, assemblies, clectromc m1croc1rcu1ts, systems de­
sign and systems software. The bounty is due to expire in July 1990 and will be 
reviewed by the Bureau of Industry Economics before the end of 1989; 

Th• Information Industries Strategy (US) will continue to provide funds in 
1989-90 to boost these industries' exports and competitiveness ($2.lm). The IIS 
aims to promote product development and international efforts in research and 
development and marketing for the information industries. 

The National Space Program aims to promote growth of com":'ercially viab~e 
industries based on space technologies and to encourage industry mvolvcment m 
space research and development. 
Ste•/ and Heavy Engineering 

The five year Steel Industry Plan expired on 31 December 1988. 
Assistance to the heavy engineering industry has been provided under the Heavy 

Engineering Adjustment and Development Program. The program consists of: 
• development assistance to improve the efficiency of management in areas such 

as product development and quality control; 
• a Jabour adjustment program (sec function 7C. Labour and Employment); 

and 
• a. capital adjustment program consisting of an interest subsidy on loans pro­

vided by the Australian Industry Development Corporation. 
Although the program ceased· on 30 June 1989, outlays for the development 

assistance component are estimated at $6.0m ($13.3m in 198~-89) to cover la~c 
claims. Outlays for the interest subsidy component are also estimated at $6.0m m 
1989·90 ($3.9m in 1988-89) and will continue in the later years ($9.lm over 2 
years) because some loans drawn before 30 June 1989 will receive interest subsidy 
payments until 30. June 1992. In 1989-90 a metals based engineering program is to 
be established ($2.5m in 1989-90 and a total of SISm over the next 4 years) to 
encourage export enhancement, research and development and diffusion of new 

technology in this sector. 
Automotive 

In J 984 the Government announced a sectoral plan for the passenger motor 
vehicle ind:.0try aimed at improving the efficiency and competiti~cncss of the 
industry. The policy included the rationalisation of models and vehicle produce.rs 
and the gradual lowering of tariff quotas. Amendments to the plan announ~ ~n 
April J 988 have since abolished tariff quotas and accelerated the reduction m 
import duty. The plan is due to expire on 31 December 1992. 

Budgetary assistance is provided through the Motor Vehicles and Components 
Development Grants Scheme which provides funding for Australian r~rch and 
design Of components and vehicles. All grants have now been ~mm1tted .and 
funding will rise in J 989-90 to $9.Sm and decline in the forward estimate years. 

The Bounty (Commercial Motor Vehicles) Act 1978 which provided. assist~nce 
for the local production of heavy commercial vehicles, parts and acccssones expired 
on 31 December 1988. However, outlays of $0.lm arc required in 1989-90 to cover 

late claims. 
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GENERAL ASSISTANCE 
Industrial Research and Development 

Industrial research. and development (R&D) is encouraged by the 150% tax 
concession on R&D expenditure (established in 1985 and subsequently extended in 
the May 1989 Science and Technology Policy Statement at the rate of 150% until 
30 June 1993 and at tho rate of 125% until 30 June 1995), and through the Grants 
for Industry Research and Development (GIRD) Scheme. Three types of grant are 
available through GIRD: Discretionary Grants-aimed at firms unable to take 
advantage of the 150% tax concession; Generic Technology Granl•-aimed at 
particular technologies which arc considered to have potential to maintain or 
improve competitiveness across a range of industries; and grants for National 
Interest Projects ie projects that arc likely to benefit the community as a whole but 
which would not proceed in the absence of Government support (no such grants 
have been paid to date). Tho GIRD scheme is administered by the Industry 
Research and Development Board which assesses applicants' projects and sets grant 
rates. 

The five year GIRD program expires in 1991, and tho Bureau of Industry 
Economics is scheduled to evaluate the effectiveness of the Discretionary Grants 
component before the end of 1990. 

The estimated cost to revenue of the tax concession is expected to be about 
S200m in 1989-90. 

A further taxation incentive has been provided since 1984-85 by the Manage­
ment and Investment Companies (MIC) scheme, which provides for a 100% 
taxation deduction for investments in licensed MICs which invest in approved high 
technology /growth areas. There is an annual upper limit of $20m on revenue 
foregone (with some carry forward allowed) and the scheme terminates on 30 June 
1991. 
Industry Services 

Assistance is provided to small and medium sized businesses in manufacturing 
industry through the National Industry Extension Service (NIES), a joint Common­
wealth/State venture. It offers. advisory and referral services and some subsidies to 
targeted firms to improve levels of business efficiency and international competitive­
ness. An estimated $5.6m will be outlayed directly by the Commonwealth under 
NIES in 1989-90 and a further SS.Im. will be allocated to NIES projects adminis­
tered by the States and Territories. The NIES agreements with the States will be 
reviewed prior to their expiry in May 1991. Amounts of $2.6m in 1989-90 and 
1990-91 will be allocated to a Vend or Qualification Scheme, a new project to be 
administered through the existing NIES infrastructure. It aims to improve interna­
tional product safety standards and process qualifications of Australian firms in the 
information industry to enable them to supply goods for export and within the 
Partnerships for Development Program. 

The National Procurement Development Program supports the demonstration, 
testing and research of high technology Australian products by government agencies. 
The program is to be increased by $Im in 1989-90 and 1990-91. 

3.224 

The Technology .Development Program supports the development of innovation, 
especially for medium and small scale enterprises. Funding is to be increased by 
$1.3m. in all forward years. 

An Investment Promotion Program aimed at encouraging overseas investment 
in Australian manufacturing and improving the international competitiveness of the 
sector is to be continued this year. An extra· $3.7m will be allocated in 1989-90 for 
this purpose (bringing the total to $5.7m) rising to $6.4m in 1992'93 (a total of 
$24.Sm over 4 years including the $2m previously allocated for 1989-90). 

S6m from a special grant of S 10.Sm to Tasmania is being allocated for assistance 
to manufacturing; 

Other Assistance to Manufacturing 
Outlays under this heading comprise mainly administrative and related costs of 

the Department of Industry, Technology and Commerce which arc expected to 
decrease slightly over the next four years rcllccting operating efficiencies and 
reduced activity for a number of sectoral plans. 

Following the May 1989 Statement on Science and Technology, the Government 
is providing Sl.7m under this heading towards programs for improving industrial 
R & D. Similar levels of funding will be provided in the forward years. 

Trends 
Outlays on manufacturing industry assistance over the past ten years have 

increased significantly, from Sl36.6m in 1979-80 to $381.6m in 1988-89, or by 33.8% 
in real terms. This mainly resulted from the introduction of sectoral plans to 
provide adjustment and other assistance for specific industries. The decision to 
introduce a bounty for textile yams in 1981 significantly increased outlays for the 
TCF sector and contributed a large part of the strong increases in outlays on 
manufacturing assistance in the early 1980s. Other programs which contributed 
significantly to assisting specific sectors were the introduction of the steel mills 
bounty in 1984-85, the introduction of the computer bounty and grants for motor 
vehicles and components development in 1985-86. 

Generally available assistance (mainly grants for R&D and industry extension 
services) peaked in 1984-85 but. has since declined. The large outlays in 1984-85 
rcllcctcd a once-only payment of $124.Sm to offset losses incurred by domestic 
refiners in maintaining import parity prices after world crude oil prices fell sharply 
in January 1986. Significant increases in outlays on industrial R&D occurred 
between 1981-82 and 1983-84 following the introduction of grants under the 
Industrial Research and Developmtnt Incentives Act 1976. In 1987-88, a once only 
payment of $I Sm was made to WA for industrial infrastructure associated with 
high technology parks. 

For 1989-90, outlays arc estimated at $395.lm which is a real reduction of 
around 2. 7% on the 1988-89 outcome. Reductions in assistance to specific sectors 
have been partly offset by increased funding for industrial R&D and for industry 
services (the National Procurement Development Program, further dcvelopmc?t of 
the Multifunction Polis concept and payments to the States for the National 
Industry Extension Service). 
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Over the forward estimate years, the expenditure growth trend is expected to 
be reversed-outlays arc expected to decline by 44.2% in real terms from 1989-90 
to 1992-93. Assistance to specific sectors will generally decline during the forward 
estimate years-with termination or reduction in outlays for most bounties (TCF, 
computers, books and metal working machines and robots) and in budgetary 
assistance under some sectoral plans (steel, heavy engineering· and automotive). 
Assistance to the TCF sector will increase slightly in. the forward years so· that, as 
a proportion of total assistance to manufacturing industry, outlays on the TCF 
sectoral plan will increase from 27% in 1989-90 to 44% in 1992-93. Outlays on 
space related activities arc estimated to increase steadily from S4.4m in 1989-90 to 
$6.4m in 1992-93 with a total of $22.6m being provided over the next 4 years. 

Assistance for generally available programs will also decrease over the forward 
years. Outlays on industrial R&D arc expected to decline by 75% in real terms 
between 1989-90 and 1992-93 reflecting the scheduled expiry of the GIRD scheme, 
although budgets up to 1995-96 will continue to rcllect revenue foregone as a result 
of the 150% tax concession for R&D. Outlays. on the National Procurement 
Development Program and the National Industry Extension Service arc presently 
expected to terminate by the end of the forward estimates period. 

CHART 8. ASSISTANCE TO MANUFACTURING 
(1984-85 prices) 
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7B.4 TOURISM INDUSTRY 

78.4 
Aulttallan Tourist Commission 

Other A111l1t1nce to the 
Tourism lndu&try 

TOTAL 

1988·89 .~989·90 ,1990·91 1991-92 1992-93 
Actual ; ;ii~'/Estlmate Estimate Estimate 

$m 38.2 ... :·: .. 36.9'' 34.3 35. 7 37.2 
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Budgetary assistance complements the activities of the tourism industry itself 
and aims to maximise the contribution of overseas and domestic tourism to the 
economy by promoting overseas awareness of the attractiveness of Australia as a 
tourist destination. 

Australian Tourist Commission (ATC) 

About 90% of budgetary assistance to the industry is provided to the A TC 
which promotes Australia overseas with. the objective of increasing the number of 
incoming tourists. The A TC maintains offices in most potential overseas tourist 
markets to co-ordinate marketing and interact with local travel operators; advertises 
and distributes literature; and works closely with the travel industry in Australia, 
State Governments and major overseas tourist operators to fulfil its objectives. 

As well as Commonwealth funding the A TC received about 15% of its total 
revenue from the industry itself in 1988-89. This figure is projected to increase in 
future years. 

Other Assistance to the Tourism Industry 

Most of the funds in 1989-90 and later years represent running costs for the 
Bureau of Tourism Research and other tourism policy functions within the Depart­
ment of the Arts, Sport, the Environment, Tourism and Territories. 

In the past the Commonwealth has funded other tourism assistance under this 
item, cg the Tourism Overseas Promotion Scheme which ceased in 1987-88. 

Trends 
Commonwealth funding has increased over the last decade from a low base of 

$8.lm in 1979-80 to S42.3m in 1988-89, a real increase of about 150%. 

Commonwealth funding for the ATC increased from $8.2m in 1979-80 to S38.2m 
in 1988-89, a real• increase of about 123%. 'Other Tourism' funding grew from a 
negative base in 1979-80 to a peak of SI0.7m in 1987-88 and has subsequently 
declined to $4.lm in 1988-89. 

Commonwealth funding for tourism is estimated to decrease in 1989-90, 
1990-91, and 1991-92 before increasing to $40.3m in 1992-93, a real decrease of 
about 21% on 1988-89. 
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1988 was an exceptional year for the tourism industry, with record numbers of 
incoming tourists. In an attempt to maintain levels of inbound tourism and to tap 
new markets, the Government has decided to maintain the funds appropriated to 
the ATC in 1989-90 at about the 1988-89 levcl. 

Net Commonwealth funding available to the ATC is estimated at $36.9m in 
1989-90, declining in the next two years, before increasing to $37.2m in 1992-93, a 
real decrease of about 19% on 1988-89. Funding for 'Other Tourism' activities is 
estimated to increase slightly to $4.6m in 1989-90 and decline to around $3m over 
the next three years; the 1992-93 estimate of $3.lm implies a real decrease of about 
38% since 1988-89. 

Reflecting the fact that about 80% of the A TC's funds arc spent overseas, the 
Government has agreed to the ATC's request that it be allowed to draw down 80% 
of its annual Commonwealth Budget appropriation as soon as possible after passage 
of the relevant legislation. The intention is to give the ATC added Jlexibility to 
insulate itself from adverse foreign exchange movements; it will retain any foreign 
exchange gains but will not be supplemented for any losses. The A TC will pay the 
Commonwealth about $0.8m per annum from 1989-90 as compensation for the 
Commonwealth's opportunity cost of early payment of the funds. 

7B.5 ASSISTANCE TO EXPORTERS 

1988-89' 1991-92 1992-93 
78.5 Actual r lmate Estimate Estimate 

Export Oewlopment Schemes Sm 181.0 154.0 28.0 
'Mo 1.1:'· ·.· "22/r 10.0 -11.• -100.0 

Export and Trade Promotion Sm 102.1 ~04:~' 108.5 112.0 115.6 
'Mo -6.0 '"'" u 3.2 u 

Export Finance Facility Sm 11.1 2t~ 14.8 13.9 10.7 
'Mo -44.• ···~· 

-3/U -ll.4 -23.0 
National Interest Export lnauranc• Sm -14.4 <~'is.iv -12.4 -13.8 -15.0 

'Mo n.a. .. .·· .• :z, -20.6 11.6 1.4 
OUMr Anittance to Exporters Sm 19.4 :·:· .~~¥ 21.1 22.1 23.1 .. -2.7: ·'.\..U' •.4 6.1 4.4 
TOTAL Sm 299.1 ·'.'270.lF· 286.0 162.2 134.4 

'Mo -1.2 .. ... :-II.If· 6.7 -43.3 -17.1 

The purpose of Commonwealth. assistance to exporters is to increase the export 
orientation of Australian industry and to help new and existing exporters to identify 
and exploit international market opportunities. A variety of strategics is employed 
to achieve these objectives, most of which involve the Australian Trade Commission 
(AUSTRADE): 

• the provision of information and promotional assistance; 
• the development of trade policy; 

• finance and insurance services including concessional export finance; and 
• direct financial assistance in developing export markets. 
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There is a close relationship between this and other sub-functions within Industry 
Assistance and Development. While most outlays wholly related to general export 
strategics arc shown under this sub-function, encouragement of improved export 
performance may itself be a major part of assistance programs to develop specific 
industries,. in which case the related outlays are shown under the relevant sub­
functions covering that industry. 

Export Development Schemes 

The principal export market development scheme administered by AUSTRADE 
is the Export Market Development Grants (EMDG) scheme. 

Grants under the Export Market Development Grants Act 1974 aim to encour­
age small to medium sized Australian exporters to seek out and develop overseas 
markets for goods, specified services, industrial property rights and know-how of 
Australian origin. AUSTRADE provides cash grants based on eligible expenditures 
incurred on export promotion in the preceding year. The scheme is intended to 
help potential Australian exporters to overcome lack of familiarity with overseas 
markets. EMDG will constitute some 94% ($132m) of export development schemes 
funding in 1989-90. Other such schemes arc the International Business Development 
Scheme and the Innovative Agricultural Marketing Program. 

Export and Trade Promotion 

AUSTRADE provides assistance to Australian companies through export incen­
tives, trade displays, the trade mission program and international projects support 
(including the provision of market intelligence, CO-Ordination of project opportuni­
ties and funding feasibility plans). 

Export Finance Facility 

AUSTRADE's, finance and insurance operation, Export Finance and Insurance 
Corporation (EFIC), provides loans under this facility to support the export of 
Australian produced capital goods and services. 

Funds to support the facility arc borrowed by AUSTRADE-EFIC at commercial 
rates of interest and arc on-lent to eligible participants, often at concessional rates 
of interest, in accordance with the Organisation for Economic Co-operation and 
Development Arrangement on Guidelines for Officially Supported Export Credits. 
Any shortfall .ietwccn the commercial borrowing rates and concessional lending 
rates is met by a subsidy payment from the Commonwealth to A US TRADE each 
year. During 1988-89, AUSTRADE's new lending commitments amounted to the 
equivalent of SA3 l 5m. Of this, loans worth the equivalent of SA 196m were also 
supported by aid grants under the Development Import Finance Facility adminis­
tered by the Australian International Development Assistance Bureau (outlays on 
these grants are shown under BC. Foreign Affairs and Overseas Aid). 

National lntertst Export lnsuranct 

Under the National Interest provisions of the Australian Tradt Commission 
Act 1985, AUSTRADE can refer to the Commonwealth proposals for export 
insurance on the Commonwealth's account. Premiums for National Interest business 
arc remitted to the Commonwealth which is also liable for payouts on insurance 
claims. 
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Other Assistance to Exporters 

This category includes the development of trade policy and oversight of trade 
issues undertaken within the Department of Foreign Affairs and Trade. 

Trends 

Between 1979-80 and 1988-89 outlays declined by 44.5% in real terms. This 
coincided with a rise in outlays on adjustment assistance to specific industries 
classified to other sub-functions within Industry Assistance and Development. 

Export Expansion Grants (EEG) scheme outlays peaked at $200 million in 
1980-81. The scheme was terminated in 1983, but outlays on the related EMDG 
scheme increased to a peak of $ l 79m in 1984-85; more recently changes have IY>,,en 
implemented to improve its cost effectiveness. 

Following changes announced in the 1988 May Economic Statement and a 
special payme~t of $62m during 1988-89 to avoid a payments backlog, EMDG 
scheme outlays are expected to decline further from $17lm in 1988-89 to $132m in 
1989-90. The existing scheme is due to terminate on 30 June 1990 (pending 
Government consideration of the final report of the Hughes Committee review of 
export assistance) with payment of grants winding down over 1990-91 and 1991-92. 

Outlays under the Export Finance Facility (mainly the concessional finance 
interest subsidy) rose sharply over the period 1982-83 to 1984-85 but then steadily 
decreased until 1987-88. The, large decline in 1988-89 mainly reflects the on-going 
impact of a transition from domestic borrowing to borrowing in foreign currencies 
at lower interest rates, thereby enabling EFIC to reduce the current call on the 
budget while increasing its overall level of lending. In addition, in 1988-89 AUS­
TRADE repaid $2.7m of subsidy payments that it received in 1987-88 but, in the 
event, were in excess of requirements. In 1989-90 however, the interest subsidy is 
estimated to rise by $7 .6m largely as a result of the relatively high current level of 
short term interest rates in Australia. 
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7B.6. OTHER ASSISTANCE TO INDUSTRY 

1988-89 ''1989'-90,;1990-91 1991-92 1992-93 
78.6 Actual :,'eiidQei<iEstlmate Estimate Estimate 
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These outlays are aimed at improving the efficiency and equity of Australia's 
energy use through enhancement of energy research and development, transfer of 
the results of energy research and assistance to remote users of petroleum products. 

Pttroleum Products Freight Subsidy 

This scheme subsidises the transport of eligible petroleum products to remote 
locations. The subsidy equals the excess of the determined freight cost over a 
maximum consumer contribution, currently ! I. 7 cents per litre. 

Energy Restarch and Conservation 

This item includes the National Energy Research Development and Demonstra­
tion (NERDD) program to encourage energy research and development, and the 
National Industrial Energy Management Scheme (NIEMS), which promotes im­
proved energy efficiency in industry. 

Grants for energy research projects are approved by the Minister for Resources 
on, advice from the National Energy Research, Development and Demonstration 
Council. Funds for grants are provided through the Energy Research Trust Account 
(ERTA); the Renewable Energy Research Trust Account (RERTA), which the 
Government established in December 1987 to fund research into renewable energy 
technologies, energy conservation and the efficient use of energy; and the Coal 
Research Trust Account (CRTA). The ERTA and the RERTA are funded by 
budget appropriations. Funds for the CRTA are raised through an excise, set at 
five cents per tonne of black coal produced from non.State Government operated 
coal mines, supplemented by contributions from the States in respect of State 
Government brown and black coal mines. 

From 1990-91 ERTA and RERTA funds will be available to the National 
Energy Research and Development Corporation and CRT A funds to the Coal 
Industry Research and Development Corporation. 

The Prime Minister's July 1989 Statement on the Environment included SO.Sm 
in 1989-90 and $0.9m in 1990-91 for energy management initiatives under NIEMS. 
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General Administration 

This item covers mainly running costs expenditure related to the above programs 
and, until 1989-90, ACT expenditure of a similar nature. 

Trends 

Between 1979-80 and 1988-89 assistance under the Petroleum Products Freight 
Subsidy Scheme rose to a peak of $147.Sm in 1981-82 and continued at levels of 
more than $100m a year until 1985-86, when it fell sharply following a Government 
decision to restrict the scheme's coverage to remote locations. Energy research 
outlays have fluctuated over the period, as a result of changes in coal research 
expenditure, but the overall trend shows a small increase. 

In 1989-90 outlays arc expected to grow by 5.2% (a decline of 1.1 % in real 
terms) largely reflecting unusually high expenditure on coal research offset by 
reductions in general administration; falling off of expenditure from this level affects 
future years, while other outlays under this heading remain relatively constant. The 
sharp drop in general administration reflects the removal of ACT own purpose 
expenditure from the Commonwealth Public Account following ACT self-govern­
ment. 
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7C. LABOUR AND EMPLOYMENT 

7C.1 Training and Skills Formation 

70.2 Job Crullon and Employment 

Atalstance 

7C.3 Industrial Rel1tion1 

7C.4 Adminlltratlon Colts 

TOTAL 

OVERVIEW 

::1990-91 1991-92 1992-93 
lmate Estimate Estimate 
530.5 582.6 600.5 

.. 15.0 : . /:< ,;,c1J 2.• u 3.1 

~ ,~··i'il :~ :; :~ 
s: 42;9;.: . . ~i~; 47~.~ 4~.~ 491;.~ 
$m 1080.1 .. .1230.7··· 1267.1 1325.S 1347.6 

-11.2 :.o ... :.ii.i.: 3.0 4.6 1.7 

The Budget and forward estimates do not include any allowance for Commonwealth 
sector wage and salary increases after the Budget in each year. An allowance for 
such increases is included in 9C. Contingency Reserve. 

• Total outlays on Labour and Employment are expected to 
~ncrease by $150.6m or 13.9% in 1989-90 (an increase of 7.0% 
in real terms), Existing policies imply an oYerall real decline in 
these outlays over the forward estimates period, cumulating to 
3.7% by 1992-93. 

• As illustrated in Chart 1, outlays on Labour and Employment 
are forecast to account for 1.4% of total Commonwealth outlays 
in 1989-90, a slight increase from 1988·89. About half of these 
outlays are attributable to the Training and Skills Formation 
sub-function. 

• The main sources of growth are: 
- an increase in numbers expected to be assisted under JOB­

TRAIN and Job Search Training ($28.8m), JOBSTART 
($15.7m), the Australian Traineeship System ($10.6m) and 
Skillsbare (S25.9m). Much of this increase reflects the full 
implementation of the NEWSTART and JET initiatins for 
the long term unemployed and sole parents which commenced 
in 1988-89; 

3.234 

CHART 1. LABOUR AND EMPLOYMENT 
Proportion of Total Outlays and Function 
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- an increase of S30.2m for employment and training assist­
ance to Aboriginal people as· a result of preyious decisions 
invohing the Aboriginal Employment Denlopment Policy; 

- ioitiatiYes (costing $14.4m in 1989-90 and S42.9m in the 
forward estimates period) announced in the Economic State­
ment, April 1989; 

- further measures costing S21.8m in 1989-90 and S32.7m in 
1990-91 introduced in the 1989-90 Budget; 

- offset by total sayings of $29.lm ($41.4m in 1990-91) 
announced in the Economic Statement, April 1989 and 
1989-90 Budget. 

• The major measures announced in April 1989 include: 
- support for specific aspects of award restructuring, including 

establishment of a National Training Board, skills audits, 
curriculum dnelopment, and the introduction of competency 
assessment, and additional assistance to apprentices and 
trainees (S7.2m in 1989·90, S42.9m over the forward esti­
mates period); and 

- greater emphasis on productiYity-raisiog award restructuring 
through enhancements of the Workplace Reform Program 
(an additional $7.2m in 1989-90). 
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• The major Budget measures include: 
- additional efforts to improve the employment prospects of 

disadvantaged groups, such as youth (S4.4m in 1989-90, 
Sl8.5m over the forward estimates period), older unemployed 
(Sl.7m,. S5.5m) and piloting new approaches for people with 
disabilities (SO.Sm, S0.2m); 

- assistance to individual enterprises to develop and expand 
training facilities and equipment in the award restructuring 
context (an additional S2.2m in 1989-90, Sl3m over the 
forward estimates period) and expansion of the Industry 
Training Committee Network (Sl.2m, Sl4m); 

- expansion of labour mobility assistance to complement pro­
gram provisions for unemployed job-seekers (Sim in 
1989-90, and S4.7m in the forward estimates period); 

- reform of the client services network to meet more effec­
tively the needs of local labour markets and disadvantaged 
jobseekers (S7.lm in 1989-90 and $4.3m over the forward 
estimates period); and 

- establishment of a National Office of Overseas Skills Rec­
ognition (NOOSR) and associated advisory councils (S0.6m 
in 1989-90, S8.2m over the forward estimates period). 

• Measures which reduce outlays relative to previous estimates 
include: 
- a shorter period of subsidy available under JOBSTART 

(-Sl7m in 1989-90, -S2lm in each of the later years); and 
- a reduction in the numbers to be assisted under JOBSTART 

and revised program parameters in JOBSTART and JOB­
TRAIN (-$8.lm, -S22m over the forward estimates period). 

• Self-government for the ACT from 11 May 1989 bas a small 
negative impact on the forward estimates (-S3m in 1989-90). 
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1 

PURPOSE 

Commonwealth activity in the Labour and Employment function complements 
macro-economic measures which impact more broadly on the economy. Its partic­
ular focus is to improve efficiency in the labour market by enhancing skill levels 
and productivity and by improving the efficacy of job search. Programs to assist the 
disadvantaged to compete on equal terms for work are designed to improve both 
labour market efficiency and equity. 

NATURE OF LABOUR AND EMPLOYMENT OUTLAYS 

These outlays are primarily directed towards training and employment assistance 
and the coordination and oversight of industrial relations matters generally. They 
include subsidies to employers for apprentices, trainees and members of disadvan­
taged groups, payments to suppliers of formal training, income support for people 
undertaking full-time training, assistance to facilitate industry restructuring and 
workplace reform, and the operational costs of the federal industrial relations system 
and the relevant parts of the Departments of Industrial Relations, and Employment, 
Education and Training (including the Commonwealth Employment Service). 

TRENDS IN LABOUR AND EMPLOYMENT OUTLAYS 

A sharp increase in the level of unemployment in Australia, and an initial 
emphasis on job creation as a means of addressing this problem (principally through 
the introduction of the Wage Pause Program and, subsequently, the Community 
Employment Program (CEP) ), led to a substantial real increase in outlays on 
Labour and Employment between 1979-80 and 1983-84 (see Chart 2). This was 
followed by a moderate real decline from 1984-85 to 1988-89 as unemployment 
levels fell slowly, and the focus of government activity moved towards training and 
away from job creation following the Report of the Committee of Inquiry into 
Labour Market Programs (the Kirby Report) in 1985. Total outlays in 1989-90 
remain almost double the 1979-80 level in real terms, and are estimated to decline 
in real terms over the forward estimates period, with real growth confined to the 
Training and· Skills Formation sub-function. 

1988-89 OUTCOME 

Outlays for 1988-89 were $80.lm or 6.9% lower than originally estimated 
primarily because of: 

• lower than expected demand for labour market adjustment assistance packages 
(-S30.5m). In particular outlays on the Rainforest Conservation package 
were substantially below budget estimates because of fewer than expected mill 
closures; 

•a lower than expected number of placements for JOBSTART in 1988-89 
(-$28.7m); 

• non-attribution of some income support payments to Formal Training Allow­
ance, and reduction in average periods of training under JOBTRAIN 
(-Sl3.9m). 
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CHART 2. LABOUR AND EMPLOYMENT 
(1984·85 prices) 

$Billion 

1.4 ----------------~~Administration 

1.2 

1.0 

0.8 

0.6 

0.4 

0.2 

o.o 

flllndustriaJ, Rdatlons 

fll~~~~~~~~nt A•lstance 

mrr;~;:Fonnatlon 

,.;.'"' '11''"'\"'\..Jb\Y" "'"'"'~#~\~.ii> ~·""..,~bi''.,,-'\v'\v'~ 

7C.1 

7C. l TRAINING AND SKILLS FORMATION 

JOB TRAIN 

Trade Training 

Au9lrallan TralnMahip 

Sye<om 

Skill• Training 

Skilhahare 

Aborlglna/t 

TOTAL 

1988-89 ·1~~;;1990-91 1991-92 1992-93 
Actual ,::BQdijfif ;Estimate Estimate Estimate 
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Training programs arc designed to increase opportunities for people to obtain 
and upgrade skills relevant to current and future Jabour market requirements. 
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Participants in approved training courses under a number of these programs 
may receive Formal Training Allowance (FT A). This comprises an allowance 
equivalent to the relevant level of Unemployment Benefit or Job Search Allowance, 
anciJJary allowances to cover such costs as books and equipment and living away 
from home, and a training allowance of.S30 a week for persons aged 21 and over. 
The costs of FT A arc included within the· estimates for relevant programs. 

JOBTRAIN 

The JOBTRAIN classification encompasses both the JOBTRAIN and Job Search 
Training Programs. 

The JOBTRAIN program is one clement of a new integrated package aimed at 
assisting disadvantaged job-seekers. This package is designed to provide greater 
llexibility in matching program clements to client needs and comprises the 
JOBST ART and Job Search Training Programs in addition to JOBTRAIN. 

JOBTRAIN assists disadvantaged job-seekers to obtain employment by providing 
short-term vocational training closely linked to individual needs and the local Jabour 
market. Eligibility is restricted to job-seekers who have been unemployed for six 
months or longer, although this,requircment is waived for disabled or other specially 
disadvantaged people. Under the NEWSTART and JET strategics announced in 
the 1988-89 Budget, increased priority is being placed on training for long-term 
unemployed adults and sole parent pensioners. The Government has now decided 
to allocate further training places to the older unemployed. 

In total, JOBTRAIN outlays arc expected to increase by $26.Sm in 1989-90 (a 
real increase of 28.2%) reflecting increased places for groups assisted under the JET 
and NEWSTART strategies and older unemployed and a transfer of 3000 places 
from JOBSTART to JOBTRAIN under the NEWSTART initiative. 

The Job Search Training Program comprises two main clements, Job Clubs and 
Job Search Training Courses. Job seekers, particularly the young and those unem­
ployed 6 for months or more receive the training. Job Clubs provide intensive 
3 week training courses for participants to look for work while at the Club. Job 
Search Training courses involve 20-22 hours of course work with a TAFE or 
community group. Outlays under the program arc expected to increase by $2.4m 
(57.4%) in 1989-90 (a real increase of 48.0%), rcllecting the further implementation 
of NEWSTART and JET. 

Trade Training 

Trade training programs seek to ensure an adequate supply of skilled labour to 
meet the needs of industry and to increase the responsiveness of the trade training 
system to changes in demand for skilled labour. They also improve access to the 
Jabour market for particular disadvantaged groups. 

There arc two trade training programs: 

• the Commonwcalth Rebate for Apprentice Full-time Training (CRAFT) 
through which the Government meets a significant part of the cost of training 
apprentices; and 
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• the complementary Special Apprenticeship Training Scheme which is designed 
to reduce wastage amongst apprentices, to assist young people to take up 
apprenticeships and to enable small employers to participate through group 
training arrangements. It also provides special assistance for disabled appren­
tices. 

The Government has been progressively redesigning the CRAFT scheme to 
emphasise training outputs rather than inputs, and to encourage greater efficiency 
and effectiveness. On I January 1988, a new system of grant payments to employers 
was introduced, consisting of two basic payments of $1500, one at the commence­
ment of an apprenticeship and one on successful completion. 

In the Economic Statement, April 1989, it was announced that employers of 
apprentices assessed as disadvantaged would qualify for an additional grant of $1000 
a year. This arrangement is consistent with, existing practice under the Australian 
Traineeship System, and represents a first step towards possible integration of the 
two schemes. 

Abolition of the Pre-Vocational Graduate Employment Rebate paid under 
CRAFT was also announced in April. This rebate was made redundant by the new 
payment arrangements for CRAFT which effectively provide incentives to credit 
pre-apprenticeship training where relevant. 

The Government has also decided to discontinue its support for the component 
of Special Apprenticeship Training relating to trade-based pre-employment (TBPE) 
training. This reflects record apprentice intakes over the past three years and the 
fact that TBPE courses are now being provided as part of mainstream TAPE 
activities. 

For the most part, these measures affect the timing rather than the magnitude 
of the costs of trade training. The changes in the CRAFT payment structure explain 
most of the sharp increase in costs in 1988-89 and the subsequent falls in 1989-90 
and 1990-91. Abolition of the Pre-Vocational Graduate Employment Rebate and 
reductions in assistance for TBPE will save $0.9m and $2.8m respectively in 1989-
90 and $1.9m and $6m in subsequent years. 

Australian Traineeship System (ATS) 

The A TS provides quality vocational training for young people who do not go 
on to higher education, technical or trade training. The scheme was established in 
1985-86, and is primarily targeted at 16-18 year olds who leave school before 
completing Year 12. Traineeships combine work-based training with off-the-job 
activity usually provided through the T AFE system. The possibility of integrating 
Commonwealth programs of financial support for the ATS and the apprenticeship 
system is under consideration. A total of 13600 young people were placed in 
traineeships in 1988-89. It is expected that 17000 will be placed in 1989-90 rising 
to 25000 by 1992-93. 
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SkJJ/s Training 

Under Innovative Training Projects, assistance is available to industry for a 
range of approaches to training which underpins the award restructuring process. 
Recent emphasis has been on initiatives to develop competency-based training 
models (particularly in trade training where the successful completion of an appren­
ticeship has traditionally depended on "time served" rather than "competency 
achieved"), and on assistance for skills training in rural areas. 

The Commonwealth also provides assistance to industry to upgrade workforce 
skills and to assist with the development and expansion of industry skill centres, in 
conjunction with, industry, TAPE and State governments. 

The Industry Training Services program funds the national network of tripartite 
industry training committees, foundations and industry organisations to develop 
improved training. A range of trainer training courses, training manuals and tech­
nical support to related committees is also available under the program. 

The Economic Statement, April 1989, included a number of initiatives and 
enhancements, designed to underpin the award restructuring process and related 
moves to a competency-based approach to training. In particular, $3.0m will be 
provided in 1989-90: to conduct skill audits and training needs analysis; to develop 
new curricula; and for the development of processes for assessment of competency. 
In addition, the operations of Training Services Australia will be expanded. 

As a response to the need to achieve a nationally co.ordinated and consistent 
approach to training, the Government will also contribute SI.Sm in 1989-90, to be 
matched by the States, to establish and operate a National Training Board which 
will establish national skills standards in consultation with industry. 

Further measures have been included in the Budget relating to the process of 
award restructuring. Assistance will be provided to individual enterprises to develop 
and expand training facilities and equipment, and improve both on and off-the-job 
training arrangements ($2.2m in 1989-90, $4.3m a year in later years). 

Industry advisory structures will also be expanded to meet more effectively the 
training demands of award restructuring, the need to increase the level of industry 
training, and rationalisation of advisory structures at the State/Territory level. A 
total of $1.2m will be provided in 1989-90 ($4.7m a year in later years) for this 
purpose. 

As a result of all these measures, total funding on Skills Training is expected to 
increase by 60.7% in 1989-90 (a real increase of 51.0%) and a further 34.3% (27.8% 
real) in 1990-91. 

Ski//share 

Skillshare-thc Community and Youth Network for Employment and Train­
ing-was formed on I January 1989 through the integration of the Community 
Youth Support Scheme (CYSS), the Community Training Program, (CTP) and the 
Community Volunteer Program (CVP). It is targeted at the long-term unemployed 
and other particularly disadvantaged unemployed persons, with an emphasis on 
young people; 75000 people participated in 849 projects in 1988-89. 
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The program provides grants to non-profit community groups. All approved 
projects involve structured skills training. Project sponsors arc expected to generate 
a minimum community contribution of 15% of grant funds in the first year of 
operation, rising to 20% in the following year. The emphasis is on achieving 
employment, further education and training outcomes for program participants. 

A new program which uses Skillshare groups to assist disadvantaged young 
people who arc currently unable to fully benefit from existing labour market 
programs will commence in 1989-90 (Sl.7m in 1989-90, S2.8m in later years). 

A network of Information Technology Centres (ITcCs) provides training for 
both the unemployed and the broader community, and aims to stimulate cntcrprisc­
bascd development in information technology related fields. A community contri­
bution matching the value of the Commonwealth grant is required for each. Centre. 

Outlays on Skillsharc arc expected to rise by 34.3% in real terms in 1989-90, 
reflecting an increase in the take up of FTA and the full-year effect of the 
introduction of the integrated program. 

Aboriginals 

Employment and training assistance provided for Aboriginals is administered by 
the Department of Employment, Education and Training and is a key feature of 
the Aboriginal Employment Development Policy (AEDP). The broad· objective of 
AEDP is to improve income and employment outcomes for Aboriginal and Torres 
Strait Islander people. Assistance is provided through wage subsidies for public 
sector training and on-the-job training; formal training through vocationally oriented 
institutional courses; special projects establishing a training position; and subsidised 
work experience and financial assistance for Aboriginals to provide for the costs of 
seeking and obtaining employment. 

The sharp growth in outlays rcftects the expansion of AEDP foreshadowed in 
the last budget. 

Trends 

Outlays on Training and Skills Formation have increased rapidly in real terms 
over recent years, particularly as the Government has given increased priority to 
training over employment creation programs since the Kirby report in I 985. 

The trend is expected to continue in 1989-90 and over the forward estimate 
years (the "hiccup" in 1990-91 is related to changes in patterns of payments and 
docs not reflect the underlying trend). 

Budget measures 

The key budget measures arc: 

• the integration of JOBTRAIN, JOBST ART and Job Search Training Programs 
to provide greater ftcxibility in matching program elements lo client needs. 
Savings of$2.0m in 1989-90 and $6.0m a year thereafter are expected; 

• additional training places for the older unemployed ($0.2m in 1989-90 and 
S0.3m a year thereafter); 
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CHART 3. TRAINING AND SKILLS FORMATION 
(1984-85 prices) 
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• 3000 NEWSTART places transferred from JOBSTART to JOBTRAIN; 

• abolition of two components of the Trade Training Program (saving $3.7m in 
1989-90 and $7.9m in 1990-91); 

• assistance for individual enterprises to develop and expand training facilities 
in the context of award restructuring ($2.2m in 1989-90 and $4.3m thereafter); 

• expansion and rationalisation of industry training advisory structures (Sl.2m 
in 1989-90 and $4.7m thereafter). 

These measures arc in addition to those announced in April concerning CRAFT 
and skills training, relating to award restructuring. 

7C.2 

7C.2 JOB CREATION AND EMPLOYMENT ASSISTANCE 
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The Commonwealth funds a range of activities to improve the employment 
prospects of members of particular disadvantaged groups in addition to general 
assistance with education and training. These activities include assistance to workers 
affected by the restructuring of industries; assistance with the costs incurred by 
people looking for a job; and wage subsidies to assist the long-term unemployed 
and especially disadvantaged to obtain continuing employment. 

New Enterprist Incentive Scheme (NEIS} 

NEIS provides on-going employment opportunities for unemployed people by 
providing training and income support to establish small business ventures. The 
scheme is targeted at unemployed people 18 years and over. NEIS is also open to 
dependent spouses of unemployment beneficiaries and recipients of supporting 
parent's benefit, widow's pension or wife's pension. Participants arc paid a flat rate 
allowance, broadly equivalent to unemployment benefit, for 52 weeks. The program 
is run in conjunction with State/Territory Governments who provide loans and 
grants to participants. Under an extension announced last year, non-government 
and private sector organisations may also participate by providing grants and loans. 
The program has a 'sunset' provision pending a major evaluation to be undertaken 
during 1989-90. 

JOBST ART 

As noted earlier, JOBSTART is one component of the package of programs for 
disadvantaged job-seekers. It facilitates the entry of long-term unemployed and 
other disadvantaged people to long-term employment by providing wage subsidies 
to private sector employers. Subsidy levels arc related to age, period of prior 
unemployment and degree of job-seeker disadvantage. 

Additional JOBST ART places have been provided for the long term unemployed 
and sole parent. pensioners under the NEWSTART and JET initiatives announced 
last year. Additional places arc also being provided for the older unemployed as a 
result of a 1989-90 Budget decision. Up to 3000 JOBSTART and JOBTRAIN 
places will also be re-allocated to 16 and 17 year old long-term Job Search 
Allowance recipients and 18-20 year old intermediate UB recipients from within 
existing program allocations. 

The sharp increase in outlays in 1989-90 is primarily the result of lower than 
expected take-up in 1988-89 as well as' the impact of JET, NEWSTART and older 
unemployed initiatives. The total number of places expected in 1989-90 (compared 
to 1988-89) is 44 800 (40 200) including I 325 sole parents (120), 20 000 (12 800) 
long-term prime-aged unemployed, 900 (600) older unemployed and 14 725 (14100) 
youth. 

JOBST ART was the subject of a major evaluation during 1988-89 with findings 
becoming available ir. 1989-90. 

Mobility Assistance 

Financial support is provided to job-seekers through the Fares Assistance and 
the Relocation Assistance Schemes to give job-seekers access to training and job 
opportunities which are not locally available. This also helps employers to recruit 
workers with appropriate skills. 
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Existing and new mobility entitlements have been consolidated in the 1989-90 
Budget into a new scheme which includes assistance with local and long-distance 
fares, relocation costs, and with accommodation (for people who must move to 
take up training opportunities). A payment of up to $100 is provided to disadvan­
taged job-seekers in necessitous circumstances who are placed in employment by 
the CES. The additional cost of this new scheme is Sim in 1989-90 and Sl.6m in a 
full year. 

Industry and Regional Employment Assistance 

A range of labour market measures arc provided to assist workers who are 
affected by structural change. These are mainly provided under the auspices of the 
Office of Labour Market Assistance (OLMA) in the Department of Employment, 
Education and Training. The Office also monitors structural change developments 
and, if required, provides packages of assistance (consisting of the standard cle­
ments-wage subsidies, training and relocation assistance) for workers displaced 
from designated industries and regions. Where appropriate small-scale non-standard 
assistance may also be provided. 

Packages which arc currently in operation arc: 

• North Queensland Rainforests Labour Adjustment Package-in nominating 
the wet tropical rainforests of North-East Queensland for World Heritage 
listing, the Government announced a labour adjustment package to the region 
of up to $50.9m over the three years to 1990-91. $16.0m has been allowed for 
this package in 1989-90. Assistance available to retrenched workers includes 
wage subsidies, retraining and relocation support, dislocation payments, early 
retirement packages, and short-term and long-term job creation in the public 
and private sector; 

• Heavy Engineering Adjustment and Development Program (HEADP)-a thrcc­
year program which was to terminate in 1988-89. Funding in 1989-90 ($2.5m) 
is for carry-over of funds committed but not expended in 1988-89; 

• Textiles, Clothing and Footwear-funding for special re-employment, retrain­
ing and/or relocation assistance for workers retrenched during the restructuring 
anticipated under the 1989-95 TCF industry plan. $2.0m has been allowed for 
this package in 1989-90. 

• Tasmanian Forests-$5m for industry training activities is included in a com­
pensation package provided to Tasmania in relation to World Heritage listing 
of Tasmanian Forests. 

• Coal Mining Industry Labour Adjustment Package-employment, training and 
relocation assistance is provided for retrenched coal miners in N.S.W. and 
Queensland. S0.4m has been allowed for this package in 1989-90. 

• Funding will continue for the Illawarra region under a package developed 
during 1989, small labour adjustment packages are under consideration for 
several other regions which arc experiencing structural adjustment difficulties. 
In addition assistance is available under the Labour Adjustment Training 
Arrangements (LATA) to individuals retrenched in the passenger motor vehicle 
industry. For 1989-90 an amount of $2.7m has been made available for these 
activities. 
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Trends 

The trend in real outlays on Job Creation and Employment Assistance shows a 
continuing decline since the rapid expansion in the early 1980's with the onset of 
recession. The more recent decline reflects the shift in emphasis to training. More­
over, job creation programs themselves have increasingly emphasised on-the-job 
training; the integration of JOBSTART, JOBTRAIN and Job Search Training 
Programs will take this trend further. 

The step up in 1989-90 is primarily the result of less than expected JOBST ART 
placements in 1988-89, and the slow build up of the new JET and NEWSTART 
strategies involving new JOBSTART places for sole parents and prime-aged long­
term unemployed. 

CHART 4. JOB CREATION AND EMPLOYMENT ASSISTANCE 
(1984·85 prices) 
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Budget Measures 

Measures taken in the Budget arc: 

• the integration of JOBS'FART, JOBTRAIN and Job Search Training Programs 
(sec under Training and Skills Formation), with the greater flexibility yielding 
savings in 1989-90 of $2m, and $6m a year subsequently; 

•additional JOBSTART places for the older unemployed ($0.7m in 1989-90 
and Sl.4m in a full year); 

• the reallocation of some JOBSTART places to 16 and 17 year old long-term 
Job Search Allowance recipients (no cost); and 

• the integration and enhancement of mobility assistance schemes at a cost of 
SI.Om in 1989-90 and Sl.6m in a full year. 
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7C.3 INDUSTRIAL RELATIONS 

7C.3 
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This sub-function covers outlays on programs in the Industrial Relations port­
folio. 

Indu•tr/a/ RtlatioM Advisi11g and Arbitration 

Costs associated with providing advice to the Minister, Commonwealth authori­
ties, industry and unions on industrial relations matters, includi~g t~e opcrat~on of 
relevant legislation arc met under this item. It also covers bodies involved in the 
settlement of industrial disputes and· the determination of wage and salary claims. 

$32.lm of 1989-90 outlays in this area is for the operation of the Australian 
Industrial Relations Commission, an increase of S2.2m on 1988-89. The expanded 
Commission replaced the former Conciliation and Arbitration Commission on 
I March. 1989 when the Industrial Re/atioM Act 1988 came into effect. 

Special Industry Legislation 

This item involves the administration of legislation. for the financing of employee 
entitlements in the black coal mining and stevedoring industries. Costs arc offset by 
levies on black coal production and stevedoring industry employers under the 
relevant legislation. 

Working Environment 

This activity is intended to promote workplace reform in both the private and 
public sectors. The Workplace Reform Program involves informal.ion an.d advisory 
services, training material, the sponsoring of research and financtal assJStancc for 
specific projects. 

3.247 



This Program will be expanded to give greater emphasis to productivity raising 
and award restructuring, in recognition of their key roles in the Government's 
micro-economic reform strategy and broader wages.policy. In 1989·90, as announced 
in April, an additional $7.2m will be available for demonstration.projects, placement 
of advisers, training and research, publications and industry seminars. In addition, 
establishment funding will be made available for Workplace Resources Centres 
which will be expanded from 3 to 10 Centres. These provide consultancy services 
to assist employers and unions at the enterprise level with award restructuring 
processes and other workplace reforms. The Centres are expected to be self funding 
within the next two to three years. 

Australian Trade Union Training Authority 

The Authority plans and undertakes trade union training through State-based 
training centres and a residential training college at Albury-Wodonga. It will cater 
for approximately 75,000 student training days in 1989-90, which is the same 
number as in 1988-89. 

National Occupational Health and Safety Commission 

The National Occupational Health and Safety Commission Act 1985 provides 
for the establishment of the Commission, whose objective is to provide a co­
ordinated approach by employers, unions, States and the Commonwealth to occu­
pational health and safety. The reduction in the estimates from 1990-91 reflects 
one-off funding in 1989-90 (in the form of a loan of Sl.8m to be repaid in forward 
years) so that the Sydney offices may be located in the one building. 

7C.4 GENERAL ADMINISTRATION 

This sub-function covers the running costs and support service activities associ­
ated with the labour and employment function. 

Over 95% of outlays in this category relate to the running costs of the Employ­
ment, Education and Training portfolio of which the Commonwealth Employment 
Service (CES) is the major component. Services provided by the CES to job-seekers 
include the identification of job opportunities and arranging referrals and interviews. 
The CES also provides counselling and support to those with special needs and 
delivers a range of specialised on-and-Off-the-job training programs. 

Trends 

Outlays on this sub-function increased over the years 1979-80 to 1985-86 at an 
average real rate of around 12.5% a year. This increase reflected administrative and 
functional changes flowing from the Norgard Review as well as increases in 
unemployment levels. Growth in outlays since 1985-86 has moderated considerably 
to an average of 0.85% a year in real terms reflecting increases in vacancies which 
were only partly offset by reduced levels of unemployment. Over the forward 
estimates period, outlays are estimated to decrease by an average 0.3% real a year, 
reflecting efficiency gains arising from past computer capital investments and the 
relocation of clements of DEET's central office from Melbourne lo Canberra. 
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Staffing in the CES network is derived in accordance with a fo~ula ~ on 
forecuts · of the main workload indicators, which include vacancies notified by 
employers and the number of jobseekers registering for work. 

Chart s details key CES workload indicators over the period to 1985-86 to 
1988-89 plus estimates for 1989-90. 

CHART 5. CES WORKLOAD INDICATORS 
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As a result of an anticipated slowdown in the .labour market, notified vacancies 

and total registrations are projected to change only marginally in 1989-90; a small 
rise of 0.5% in vacancies and a 1.§% increase. in, registrations are forecast. 

A total of 5561 staff years have been allocated to the CES n~twork in_ 1989-90, 
an increase .of 4.3% over 1988-89. The increase reflects new policy allocati~· (see 
further below) and.a reduction in the number of days fu11ded, per. staff "?'t tn the 
nct'Work as a result of an industrial dispute settlement pac~. C:hart 6 illustrates 
the relationships between staff levels in the CES and cc~ cli~nt gr?u~. ~· 
relationships emphasise the importance placed on the ~ES equity obiecuves m 
providing the various special services and programs for disadvantaged groups. 

3.249 



CHART 6. CES STAFF AS % OF UNEMPLOYED 
AND LONG TERM UNEMPLOYED 
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Budg•t M•asures 

CES/LTU 

The. Gove'?"'ent has agreed to a package of measures to improve the CES by 
dcvclopmg an mtcgrated employment, education and training network. The central 
clement of _this reform package is a new service structure to cater for the specialised 
needs of clicn~. The structure will contain four separate service categories viz, job 
!'lacem~nt. sc~ccs, youth services, job seeker specialist services and industry serv­
ices. Within ~htS ne"." structure, the traditional Job Centre which undertakes job 
placements wtll continue to be the prime focus in the community and will operate 
from shopfront premises. It will, however, be supplemented by other outlets offering 
specialist services. 

. The reforms arc expected to result in better targeting of assistance for the 
dtSadv~~ged and more effective and co-ordinated use of employment, education 
and trauung resources. 

As part of the reforms, the Government has agreed to provide an additional 
$4.Sm in 1989-90 and $6.lm in 1990-91 for the development of information 
technology s~tcms and an additional 70 ASL and $5.3m (129 ASL and $8.Sm in 
1990-9~) to unprovc job seeker specialist and youth services, including for an 
expansion and enhancement of the Youth Access Centre network from 53 to 73 
~utlets. These staffing resources arc in addition to a substantial internal redistribu­
tion. of resources away from State and Territory office administrations to local and 
Regional offices. 

_To dcf~y some of the costs associated with the reforms, the Government has 
dcct~ to introduce employer charging in the new network in respect of Tcmpline 
semces, prwelection services and special projects. 
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The Government has also decided to implement a range of initiatives which will 
give its youth strategy a social justice focus. These include extending the joint DSS / 
CES interviews for Jong-term unemployed to people aged 16-20. These initiatives 
will cost $0.9m ill 1989-90, and Sl.2m in 1990-91. An additional Sim has been 
allocated· to the CES to facilitate increased access by DSS to information on job 
search and job training efforts held by the CES to enhance the effectiveness of DSS 
reviews of the work efforts of unemployment benefit clients. Savinjl;'! in unemploy­
ment benefits resulting from improved information on work effort are estimated at 
Sl3m in 1989-90 and S30m in 1990-91. 

Overall, outlays arc estimated to be $43S.6m, 1.4% less in 1989-90 than outlays 
in 1988-89. Major non-recurring payments in 1988-89, including redundancy pay­
ments to central office staff not transferring to Canberra ($6m), purchases of 
computer capital ($11.7m) and enlivening costs ($2.4m), account for the reduction. 

FURTHER REFERENCES 

Annual Reports of the Departments of Employm•nt, Education and Training, 
Immigration, Local Government and Ethnic Affairs, Industrial Relations, and 
Aboriginal Affairs 
Award Restructuring-The Task Ahead, 1989, Statem•nt by P•ter Morris, Min­
ister for Industrial Relations 

Improving Australia's Training System, 1989, Hon. J. S. Dawkins, Minister for 
Employment, Education and Training 

Budget Paper No. 3, Portfolio Program Estimates 

The Economic Statement, April 1989 
Portfolio Explanatory Notes (Budget Related Paper No. 7) for the Employment, 
Education and Training, Immigration, and Local Government and Ethnic Affairs, 
Industrial Relations portfolios 
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7D. OTHER ECONOMIC SERVICES 

70.2 Meteorological &uvlce• 

70.3 Water And Electricity SUpply 

70.4 Economic Service• nee 

TOTAL 

OVERVIEW 

1988-89 i~~ll!l.!1990-91 1991-92 1992-93 
Aclual 'Jiildalii'.:Estlmate Estimate Estimate 

$m 72.0 i'.">o'.'•.2::: 154.0 180.7 182.2 

~ ,£f;i ~ ~ ~ 
$m 16.7 ;,:;~~171'11-l 18.2 18.7 19.5 
.. 15.0 '• ·':. ;.;;,f:; u u 4.3 

"" 326.4 r:. '.2r1,2.: 307.8 326.o 321.9 
.. 311.5 ..... : ..... '.t; 41.7 u -1.2 

The Budget and forward estimates do not include any allowance for Common­
wealth sector wage and salary increases after the Budget in each year. An allowance 
for such increases is included in 9C. Contingency Rtservt. 

• Total outlays on Other Economic Senices are expected to 
decrease by $109.2m or 33.4% in 1989-90. In 1990-91 outlays 
increase by 41.7% in nominal terms followed by modest net 
growth over the next two years. 

• The large fall in outlays budgeted for 1989-90 reflects pay­
ments, made in 1988-89 under the Water and Electricity Supply 
sub-function, which are not expected to be repeated in 1989-90: 
- a special payment of $50m for South Australian water supply 

programs; and 
- increased operational assistance ($90.9m) for the Northern 

Territory Power and Water Authority (NTPAWA). 
• Major budget measures have added a total of S21m to outlays 

in 1989-90 and $306m over the forward years. These include: 
- establishment of the Australian Securities Commission 

(ASCHS15.7m in 1989-90 rising to S85.3m in 1991-92); 
- revised charging arrangements and increased funding for 

meteorology senices provided to the aviation industry, aris­
ing out of a reYiew of costings of these serYices ($1.3m); 

- relieving the Northern Territory of electricity debt from 
I July 1989 ($2.Sm); 
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- a further NT Electricity Subsidy ($30m in 1990-91 declining 
to zero In 1993-94); and 

- additional resources for the Federal Bureau of Consumer 
Affairs ($0.Sm) and the Trade Practices Commission ($0.7m). 

CHART 1. OTHER ECONOMIC SERVICES 

99.7% 

Proportion or total Outlays and Function 
1989-90 

Water & Elttlrk:lty--3.8% 

Mel Scrvlces.-43.1 % 

£conomic Serv NEC-7.9~ 

tconomic & Trade-45.2'11 

Total Outlays Other Economic Strvlces 
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PURPOSE 

This function covers outlays on economic services provided by the Common­
wealth which arc not included in other functional classifications. These include: 
patents and trademarks administration; the regulation of restrictive trade practices 
and other forms of business regulation; meteorological services and other technical 
~crvi~ not allocable. to a specific industry; the supply of water and electricity for 
mdustnal and domestic purposes; and general administration in the area ofcconomic 
and commercial affairs not allocable to other areas within the Economic Services' 
function. 

NATURE OF OTHER ECONOMIC SERVICES OUTLAYS 

These outlays mainly comprise the operational costs of agencies supplying the 
economic services and special assistance grants to the States and Territories for 
water and electricity. 

TRENDS IN OTHER ECONOMIC SERVICES OUTLAYS 

Between 1979-80 and 1988-89 outlays grew by 59.2% in real terms notwithstand­
ing a slight decline from the 1984-85 peak (sec Chart 2 below). Growth in the 
early 1980's mainly reflected the introduction of a scheme in 1980 to subsidise 
certain commercial and non-commercial uses of liquefied petroleum gas. The scheme 
was tc-:minated in 1_985-86. However, most of the growth through the period can 
be attributed to assistance to the States and Territories for water and electricity 
programs. 

CHART 2. OTHER ECONOMIC SERVICES 
(1984-85 prices) 
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!ii] ECONOMIC SERV NEC 

ll§ljMET SERVICES 

~ECONOMIC & TRADE 

.WATER & ELECTRICITY 

From a lowered base in 1989-90 reflecting the effects of the large ·payments for 
water and electricity in 1988-89, the 1990-91 estimate approximates to the 1988-89 
lcycl,. with the build up of the Australian Securities Commission (ASC) and the 
resumption of electricity operating subsidy payments to the Northern Territory. 
From 1990-91 total outlays are expected to decline marginally in real terms 
reflecting the impact of reduced water and electricity funding and the completion 
of the establishment phase of the ASC. 

1988-89 OUTCOME 

The 1988-89 Budget. foreshadowed a reduction in outlays of 5.8% on 1987-88. 
The 1988-89 outcome was, however, $101.lm (44:9%) higher than the budget 
estimate (an increase of 36.5% on 1987-88). The main reasons for this were the 
payments mentioned above to South Australia for water ($50m) and to the 
Northern Territory Power and Water Authority {NTPAWA) {$40m above. the 
budgeted figure of $S0.9m). · 

70.1 

7D.l ECONOMIC AND TRADE REGULATION 

Patent, Tradt Mark• and 
O.llgn10fflc• 

lnduttd11 Aleletance 
COmmlllion 

Tradtl PracticH and Consumer 
An.lro 

Regulation ot CompanlH 
and S.CurlUH 

Other 

TOTAL 

1988-89 '1.~91M990-91 1991-92 1992-93 
Actual d~lic1fiet;;Est1mate Estimate Estimate 

29.0 :'33i4'' 35.6 34.5 33.9 

Outlays covered by this sub-function relate to· patents and trademarks adminis­
tration, tariff regulation, the regulation of monopolies and restrictive trade practices, 
price control and· justification, regulation of companies and securities, and other 
forms of business· regulation. 
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Pattnt, Trade Marks and Designs Office 

The Patent, Trade Marks and Designs Office administers industrial property 
systems for the protection of inventions, trade marks and industrial designs, exam­
ines applications for patent of inventions and for the registration of designs and 
~rade mar~, and, publishes details of successful applications. The projected outlays 
m 1989-90 mclude SO.Sm as part· of an ongoing project to enhance and modernise 
the Office's computer and equipment facilities and $0.4m for a backlog reduction 
program. 

The full cost of providing industrial property services through the Office is 
recovered through the collection of Statutory fees (sec Budget Statement No. 4 
Estimates of Revenue 1989-90), 

Industries Assistance Commission 

The Industries Assistance Commission (!AC) advises the Government on meth­
ods of promoting the development of Australian industry to become more interna­
tionally competitive and capable of operating with minimum levels of assistance in 
the long term. For details on specific forms of assistance to industry sec 7B. Industry 
Assistance and Development. 

The !AC is to be reformed and renamed the Industry Commission with broader 
functions covering the full range of structural adjustment and micr~nomic reform 
policies. 

Trade Practices and Consumer Affairs 

This item provides for the running costs of the Trade Practices Commission, the 
Trade Practices Tribunal, the Prices Surveillance Authority, the Federal Bureau of 
?i?"umer Affairs and the National Consumer Affairs Advisory Council. In addition, 
tt mcludes grants to the Australian Federation of Consumer Affairs and the 
Financial Counsellors Association of Australia. 

The Federal Bureau of Consumer Affairs will receive $0.Sm in 1989-90 to 
strengthen its capacity to enforce product safety standards and its consumer edu­
cation role, particularly in relation to the National Agenda on Multicultural Aus­
tralia. In addition the Trade Practices Commission will receive $0. 7m in 1989'90 to 
enhance its computer capacity to cope with increased activity related to takeover 
and merger work and issues arising from the deregulation of various industries. 

Regulation of Compani.s and Securiti.s 

This item provides for the operating costs of the National Companies and 
Securities Commission (NCSC) and the establishment and running costs of the 
recently announced Australian Securities Commission (ASC). The ASC is central 
to implementing the Government's decision that the Commonwealth should assume 
responsibility for administration of company law and regulation of the securities 
and futures industries. The ASC will progressively replace the NCSC. From 1990-
91 additional outlays for the ASC will be matched by increased revenue which is 
recorded under 'Other Taxes, Fees and Fines' in Budget Statement 4, Estimates of 
Revenue 1989-90. 
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Other 

This category covers the operating costs of the Australian Government Analyt­
ical Laboratories (AGAL). the National Standards Commission and the Com~on­
wealth's contribution, to the Standards Association, of Australia and the National 
Association of Testing Authorities. 

70.2 METEOROLOGICAL SERVICES 

The sub-function covers the running costs of the Bureau of Meteorology and 
the fonospheric Prediction Service, net of recoveries for their activities. The Bureau 
of Meteorology provides a range of climate data, monitoring, information and 
advisory services for the general public and specialist users such as the aviation 
industry. It also undertakes research into the nature and mechanisms of Australian 
and Southern Hemisphere climate, including research into the Greenhouse Effect. 
The Ionospheric Prediction, Service provides predictions on the state of the io~os­
phcre for users of radio communications systems, including the Defence services 
and telecommunications authorities. 

Outlays in the period 1979-80 to 1988-89 increased steadily in real terms, at an 
average rate of about 2.5% per year, reflecting essentially the expanding operation 
of the Bureau of Meteorology. Outlays arc expected to remain fairly constant over 
the forward estimates period. 

After a review of the costings of meteorological services provided to the aviation 
industry, reduced charges based on incremental cost are to ~pply to aviation and 
Defence. Together with increased capital funding for the service, these changes add 
a total of $1.3m to outlays in 1989-90. 

70.3 WATER AND ELECTRICITY SUPPLY 

.. 7.6 ft.I u 
$m 18.5 8.0 -2.5 .. 117.R ~ n.a . -M.7 -t3t.4 
$m 149.4 39.2 31.2 21.0 .. N.e:' . .·;'4f:'f; n.•. -20.6 -3Z.7 

The Commonwealth provides assistance to the States and Territories for water 
supply. Included under this sub-function is the Country Towns Water Sup~!! 
Improvement Program (COWSIP) and assistance to SA for water !reatmcnt factlt­
ties in Adelaide. These arc part of the Federal Water Resources AsstStancc Program 
(FWRAP) which also comprises programs for urban flood mitigation and water 
resources development and management. The latter are part of the 5. Hous~ng and 
Community Amenities and 7 B. Industry Assistance and Development functions. 
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Also included in this sub-function is assistance to the ACT for water. and 
sewerage and general assistance ~nts to the States and' Territories for electricity 
generating purpolCS. Offsetting those outlays are loan repayments by the States for 
water and electricity supply assistance. The· Conimonwealth also subsidises the cost 
of electricity generation in Tas under the Gordon-Bclow,Franldin compensation 
agreement (see 9A.7 Other ASS/stance to Governments nee). 

This sub-function has been the Dljlin contributor to growth· and variability 
between years for Other Economic Services. In recent years there have been 
increased payments to SA, outside of monies allocated under FWRAP, for water 
treatment facilities for Adelaide, which has continuing water supply ·and quality 
difficulties. Outlays for 1989-90 and. the forward years reflect the advent 'of sclf­
government for the ACT from 11 May 1989 (a reduction of $3.Sm). As from that 
date, ACT own purpose out.lays on water infrastructure do not form part of 
Commonwealth outlays. However, the Commonwealth will continue to provide a 
specific purpose payment tci the ACT ($7.0m in 1989-90), mainly for the Lower 
Molonglo Water Quality Control Centre. 

The Government has decided to replace the old CPI indexed subsidy to the NT 
for electricity generation with a. declining subsidy,. expected to terminate in 
1993-94. The $40m provision for 1989-90 was made at the end of 1988-89 to help 
the NT adjust to the lower level of assistance. 

The Government has also decided to relieve tlte NT of its electricity debt to the 
Commonwealth, from l July 1989, for assets transferred upon self-government. This 
will relieve the NT of scheduled repayments of principal. and interest (estimated at 
S2.8m and $3.6m respectively in 1989-90) for each of the next nine years (in total 
a net present value o( $31.9m). Interest is classified as a revenue and. hence does 
not effect the outlays figures under discussion here. 

70.4 ECONOMIC SERVICES NEC 

This category largely consiats of the resources and. energy running costs of the 
Department of Primary Industries and Energy which are not elsewhere classified. 
Outlays are expected to remain fairly constant in real terms over the forward 
estimates period. 
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REFERENCES 

A1111ual Reports, 1988 of the following Departments and agtl!Clts:. 

- Department of Administrative Services: 
- Attorney Generai's. Department; 
- Department of Primary Industries and Energy; 
- Department of Industry, Technology and Commerce; 
- Trade Practices Commls.Jlon; 
- Prices Survelllanc• Authority; and 
- Industries Assistance Commission 
Annual Report, 1988, Meteorology Policy Committee 
Budgef Paper No. 3,. 1989-90, Portfolio Program Estimates 
Budgrt Paper No. 4, 1989-90, Commonwealth Financial Relations with other levels 
.of Government 
Portfolio Explanatory Notes, 1989-90, of the following Portfolios: 

- Administrative Services; 
- Attorney.General's; 
- Primary Industries and Energy; and 
- Industry Technoiogy and C:onimerce 
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8. GENERAL PUBLIC SERVICES 

.. This ~ouping covers a range of general public 5ervices and activ-
1t1es relatmg to the organisation and, operation of .the Commonwealth 
Gov~r!1111e~t including legislative services, administrative services, 
ad1D1rustra.t10n of the courts and law enforcement, foreign affairs and 
overseas atd. 

8A, LEGISLATIVE SERVICES 

OVERVIEW 

990-91 1991-92 1992-93 
lmate Estimate Estimate 

IA.1 New Parliament Hou• ... 6.6 
Conll!UCtion .. -1U -too.a n.a. 

IA.2 Parliamentary Outl•Yt ... 237.5 245.4 255.2 .. t.1 iU 4.0 
IA.3 Other &..gl9'atiw S.rvicH ... 78.7 73.8 75.9 .. -#.IS -tJ.2 2.• 

TOTAL ... 322.8 319.2 331.1 .. -tu -t.t 3.1 

The Budget and forward estimates do not include any allowance for Common­
wealth sector wage and salary increases after the Budget in each year. An allowance 
for such increases is included in 9C. Contingency Rtstrvt. 

• :rota! Legislative Servfoes Outlays decrease by $32.lm ot 7.7% 
1n 1989-90. Outlays are expected to decline more sharply over 
the first forward year. This implies a real decline over the 
forward estimates period overall of 24.5%. 

• The major factor contributing to tbe expected decrease in 1989-
90 is the winding down of activity on tbe new Parliament House 
site. 

• Outlays for 1989-90 include $56m for a possible Federal elec­
tion. The decrease in outlays of 16.3% in 1990-91 is attribut­
able, in the main, to the non recurrence of this item. 
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I 
I 

99.6% 

CHART 1 •. LEGISLATIVE SERVICES 
Proportion of Total Outlays and Function 

1989-90 

Total Outlays Legtslallve Services 

PURPOSE 

Commonwealth activity in the Legislative Services function funds the adminis­
trative machinery, infrastructure and support services associated with the work of 
the Parliament. 

NATURE.OF LEGISLATIVE SERVICES OUTLAYS 

Outlays principally cover services provided by the Parliamentary Departments 
(the Senate, House of Representatives, Parliamentary Library, Parliamentary Re­
porting Staff and Joint. House), the Parliament House Construction Authority, the 
Australian Electoral Commission, and the Department of Administrative Services 
(provision of parliamentary and ministerial staff and services). 

TRENDS IN LEGISLATIVE SERVICES OUTLAYS 

The major component affecting outlays under this function since 1981-82 (see 
Chart 2) has been the construction of the new Parliament House at a cost of 
Sl,073m. Beyond this, the main factors affecting growth have been periodical outlays 
associated with the holding of referenda and elections, increased support staff and 
services to the Parliament and costs associated with the move to, and occupation 
of, the new Parliament House. Indeed the size, configuration and complexity of the 
new building including maintenance services, enhanced computing. systems and 
equipment, sound and vision systems and guarding· services raise ongoing outlays by 
about 28% in real terms. 
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$Miiiion 

CHART 2. LEGISLATIVE SERVICES 
(1984·85 pri~es) 
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1988-89 OUTCOME 

The outcome for 1988-89 exceeded budget estimates by $16.6m or 4.1%. This 
was mainly the result of higher than expected costs associated with servicing the 
Parliament. 

BA.I NEW PARLIAMENT HOUSE CONSTRUCTION 

Outlays in 1989-90 and forward years are for the completion of building and 
finishing contracts. and for maintenance and rectification work. Cost pressures in 
1989-90 arise from contractual disputes. 

8.A2 OTHER PARLIAMENTARY EXPENDITURE 

Outlays under this sub-function include parliamentary salaries and the costs of 
provision of services to parliamentarians by the Parliamentary Departments and 
Department of Administrative Services. Support services include Hansard; speci­
alised advisory, procedural; research and administrative support; library services; 
specialised information and communications support; building management services 
and facilities; and travel within Australia and Overseas. 

Outlays in 1989-90 and outycars include S4.2m for the Government's decision 
to increase postal allowance entitlements· for Members of Parliament. 
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8.A3 OTHER LEGISLATIVE SERVICES 

Outlays under Other Legislative Services relate mainly to the activities of the 
Australian Electoral'. Commission pursuant to its responsibilities under the Common­
wealth E.lectoral Act 1918 .. Other outlays relate to support services lo former 
Governors-General and for the Prime Minister's official residences at lhc Lodge and 
Kirribilli House, the conservation and development of these residences, support 
services for the Governor-General and maintenance of the Governor-General's 
residences al Government House and Admiralty House, the drafting of Bills by lhc 
Offiee of Pariiamentary Counsel and the work of the Constitutional Commission. 

The underlying level of outlays has remained generally stable under Ibis function 
since 1981-82. However, Iota! outlays arc affected by provision for elections and 
referenda in the relevant years. 1989-90 figures provide for a possible election in 
that year. 

Ongoing electoral' outlays include maintenance of electoral rolls, habitation 
reviews, and development and testing of programs. In an election or referendum 
year significant additional outlays arc incurred. in staffing polling booths, counting 
and scrutiny of votes, and associated activity. 

FURTHER REFERENCES 

Annual &ports of the Parliamentary Departments, Administrative Services, PHCA, 
Australian Electoral Commission, Prime Minister and Cabinet, Office of the 
Official Secretary to the. Governor-General, Attorney-General and Official Estab­
lishments Trust 

ExplanDtory Notes.for the Administrative Services, Prime Minister and Cabinet 
and Allorney-General's portfolios. 
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88. LAW, ORDER AND PUBLIC SAFETY 

OVERVIEW 

1990-91 1991-!!2 1992-93 
lmate Estimate Estimate 

88.1 Court• and ltgal Sel'Vlces $m 386.9 387.6 398.8 
'Mo 7.9 0.2 !1.9 

88.2 Security and Intelligence $m 91.9 90.2 93.5 
'I> -11.0 -t.• S.tl 

BB.3 Aultrallan ~tral Police $m 213.0 215:6 224.4 .. 3.7 t.!I 4.1 
88.4 Other Law, Order and Public $m 155.0 154.1 159.4 

Solely 'Mo -I.ti -0.tl 3.4 
TOTAL $m 846.8 847.5 876.1 

'Mo u 0.1 3.4 

The budget and forward estimates do not include any allowance for Common­
wealth sector wage and salary increases after the Bu.dget in each year. An allowance 
for such increases is included in 9C. Contingency Reserve. 

• Total outlays for Law, Order and Public Safety, which accounts 
for about 1 % of total Commonwealth outlays, increase by 
$131.Sm or 18.8% (11.8% in real terms) in 1989-90. A furt~r 
increase of 5.6% nominal (decrease of 7% in real terms), 1s 
currently projected over the forward estimates period. 

CHART 1. LAW, ORDER & PUBLI~ SAFETY 
Proportion of Total Outlays and. Funct10n 

1989-90 

99% 

ourts & Legal 43.2% 

Tolal Outlays Law, Order & Public Safety 

• Courts and Lepl Se"ices: the major source of growth is Courts 
comtructlon,. outlays on which rl1e from $29m in 1988-89 to 
S38m In 1989-90 and S60m fn each forward year reflecting site 
acql!isltion In Melbilume, and wor~ In Sydney, Perth and 
Brisbane. Other slgnlftcant. items in 1989-90 lire an increase in 
the· rate .,of payments .to the States for .family law matters 
handled by magistrates' courts ($6m), increased legal aid and 
other costs associated with· the Child Support SCheme ($19m) 
and upgraded ADP support for legal.se"ices (S6m). 

• Security and Intelligence Se"ices: the increase mainly reflects 
a one-off cost In 1989-90 of acquiring new premises for the 
Australian Security Intelligence Organization ($15m) (an 
equlYalent amount from· sale of ASIO's current premises is 
shown under BE. Admlalstntfre &rrices). 

• Australian Federal Police: the outlays· pattern reflects a number 
of continuing influences and one-off factors. Tbe former in­
cludes further extension of the Force Development Program 
($2.Sm a year) anti additional salary costs arising from deci­
sions of tile Police Arbltral Trlbuul ($3.8m In 1988-89, $9.4m 
in 1989·90 rising to $16.8m In 1992-93). One-off factors in­
clud~· a major omce flt-out in 1989-90 ($9m) and a projected 
higher than normal level of redundancies in 1990-91 (S8m). 

• Other Law Order and Public Safety: Tbe 1989-90 figures re­
flect the establishment of the Cash Transaction Reports Agency 
($5m a year),. chsrging of rent on owned accommodation ($8m 
a year) and fltout works, laraely for tlle Family Court, Sydney 
(S4m In 1989-90). 



PURPOSE 

Commonwealth activity in. the area of Law, Order and Public Safety is primarily 
directed toward ensuring the effective administration and maintenance of law and 
justice, human rights, civil liberties, and legal services. The aim is to ensure that all 
Australians have access to appropriate legal services and protection under the law. 
The function also covers the collection and assessment of information of security 
and intelligence interest to Australia. 

NATURE OF LAW, ORDER AND PUBLIC SAFETY 'OUTLAYS 

These outlays cover courts administration and related legal services, legal aid, 
law enforcement, other police and criminology support activities, security and 
intelligence services and a range of public safety activities. 

Funds arc channelled either through budget dependent agencies to the suppliers 
of these services or through other levels of government, primarily to fund legal aid 
by State and Territory Legal Aid Commissions. 

TRENDS IN LAW, ORDER AND PUBLIC SAFETY OUTLAYS 

CHART 2. LAW, ORDER & PUBLIC SAFETY 
(1984-85 prices) 
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Outlays growth has been high over the ten years to 1988-89, (an increase of 
51.2% in real terms), with some tapering in more recent years. Major contributory 
factors have included increased resources for legal aid,. expanded facilities and 
higher administrative costs of Commonwealth courts and tribunals;. and the estab­
lishment in the mid 1980's of various budget dependent bodies such as the National 
Crime Authority, the Director of Public Prosecutions and the Human Rights and 
Equal Opportunity Commission. 
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Over the forward estimates period, outlays in real terms are projected to fall 
$66.lm or 7%. This rcftects the completion of capital projects such as ASIO's 
relocation and office automation, and specific ADP acquisitions approved in the 
1989·90 Budget ($28m), completion of the Royal Commission into Aboriginal 
Deaths in CUstody (Sl3m), less demand for legal aid as the Child Support Scheme 
becomes established ($7m), a lower Commonwealth share of legal aid costs as 
revised funding agreements with the States take effect ($4m) and completion of 
major fitout works for the Sydney headquarters of the AFP and the Sydney Family 
Court registry ($12m). These amounts are offset by expansion of the court construc­
tion program (S17m). 

1988-89 OUTCOME 

Outlays in 1988-89 were lower than budget forecasts by S0.4m (0.1%). This 
mainly retlected a lower than expected take up of legal aid associated with the 
Child Support Scheme, offset by Australian Federal Police work value pay increases 
and redundancies. 

SB.I COURTS AND LEGAL SERVICES 

88.1 
High Court 

Other Commonwealth Coun• 

L90alStrvlcH 

Legal Aid 

PrOlecUon Of Human Rlght1 

TOTAL 

$m .. 
$m .. 
$m .. 
$m 

1988-89 J~SC>":1990-91 1991-92 1992-93 
Actual '.~.BildlitlilEstlmate Estimate Estimate 

;:, ,~~ . : ~~t ;·; ,;·: 4.1 

14.5 

"~~";:::·7-·~:~~'·~·:~~-,~;~+·'-~-3;;:,~~1 __ -sz.::::;·~g-~~4~.·~ 
$m 305.8 :',358.5"· 386.9 387.6 398.8 
,. 1U :. · · ·.·· ~tf.i! 7.9 o.~ U 

These outlays support legal and law related services to the community to protect 
human rights and facilitate equal, access to justice by all; including by funding legal 
aid and the operations of the Federal judiciary and related legal services. They also 
advance and protect the interests of the Commonwealth, its Ministers and agencies 
through sound, constructive and timely legal services. 

High Court 

This item provides for the running costs of the High Court of Australia. 
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Other Commonwealth Courts 

This item covers the running costs of the Family Court of Australia, the Federal 
Court of Australia, the Supreme Court of the ACT, the Magistrates Court of the 
ACT and the Commonwealth Reporting Service. It also includes funding for 
construction of Commonwealth courts. 

Legal Services 
The legal services clement encompasses administration of bankruptcies, the 

running costs of the Australian Government Solicitor and the Director of Public 
Prosecutions and the running expenses of the Australian Law Reform Commission. 

Legal Aid 

This element comprises the Commonwealth legal aid program including Aborig­
inal legal aid and grants to legal aid organisations. Commonwealth funding is 
provided to State Legal Aid Commissions (except.in Tasmania) and the ACT Legal 
Aid Commission for provision of legal aid services. In Tasmania and the Northern 
Territory legal aid' services arc provided by the Commonwealth directly through 
offices of the Australian Legal Aid Office and or by engaging private practitioners. 

Protection of Human Rights 

Included under this heading arc the outlays of the Human Rights and Equal 
Opportunity Commission and the Royal Commission into Aboriginal Deaths in 
Custody. 

Trends 
Courts and Legal Services outlays have grown by 115.2% in real terms in the 

ten years to 1988-89 (8.0% annually). Outlays over the budget and forward years 
arc forecast to rise initially ( 10.3% in real terms in 1989-90) with a 2.0% decline 
over the subsequent period to 1992-93. 

Growth to 1988-89 can be attributed primarily to the setting up of the Human 
Rights Commission. in December 1981, steady growth in demand for legal aid, the 
establishment of the Director of Public Prosecutions in March I 984, funding for 
the Commonwealth Courts Construction Program in 1987-88 and 1988-89, addi­
tional costs associated with the merger of the NSW Legal Aid Commission with the 
Australian Legal Aid Office, NSW in 1987, costs associated with the Proceeds of 
Crime and' Revenue Production/Protection initiatives commenced during 
1987-88 and the establishment of the Royal Commission into Aboriginal Deaths in 
Custody during 1987-88. 

Growth in 1989-90 results largely from acquisition of a court site in Melbourne 
(Sl2.2m). commencement of works on the Brisbane court ($5.6m), progress on the 
court project in Perth (S7.4m), the provision of additional funds for court and legal 
aid costs associated with the Child Support Scheme-both Stage I and Stage 2 
($19.lm), and increased reimbursements to the States and Territories for the 
provision in their lower courts of family law services ($5.Sm). These, increases arc 
partly offset by construction nearing completion on the Parramatta court ($7.9m). 
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Outlays arc forecast to decline in 1990-91 and beyond in real terms, reflecting 
mainly the wind up of the Royal Commission into Aboriginal Deaths in Custody 
(Sl2.8m). expected declining demand for legal aid associated with the Child Support 
Scheme (S6.8m) and a lower share of Commonwealth legal aid costs as revised 
funding agreements with the States take effect (S4.2m). offset by continued progress 
on Perth, Sydney and Brisbane court buildings (SI 7.0m). 

8B.2. SECURITY AND INTELLIGENCE 

The primary role of the intelligence agencies covered under this heading (the 
Australian Security Intelligence Organisation, the Australian Secret Intelligence 
Service and the Office of National Assessments) is to collect and assess information 
relevant to guard against possible threats to Australia's national interests. Other 
matters include physical and technical security at overseas posts, counter-terrorist 
training and equipment and the Office of the Inspector-General of Intelligence and 
Security which is responsible for ensuring that security and intelligence agencies 
adhere to legal requirements and Ministerial directions and guidelines. 

Trends 

Excluding the effect of ASIO's new office automation system (S3.7m in 
1989-90) and NSW Regional Office relocation (SI Sm in 1989-90). the budget and 
forward estimates for this sub-function broadly show no increase in real terms over 
1988-89. 

8B.3 AUSTRALIAN FEDERAL POLICE 

The Australian Federal Police aims to provide effective law enforcement in the 
areas of drug trafficking, organised crime, fraud against the Commonwealth, ACT 
policing and counter terrorism. 

Trends 

Australian Federal Police outlays have fallen in real terms over the 10 year 
period to 1988-89 by 0.3%. The 1979-80 base figure, however, includes an amount 
of Sl7.2m for non-recurring capital works. If this amount is excluded, outlays have 
grown 25.0% in real terms (2.3% annually). Indeed the strongest growth occurred 
from 1984-85 to 1988-89 reflecting the upgrading of the AFP's computer capacity 
and expanded recruitment. S3m has been invested in ADP equipment and' facilities 
over the past four years. In excess of 400 police have been added to force strength 
under the Force Development Program at an additional ongoing cost of $ l 9m, 
mainly to bolster AFP's activities in combatting drug-related and organised crime. 
In addition, decisions of the Police Arbitral Tribunal flowing from a Career 
Structures Review and work value case during 1988-89 have resulted in additional 
salary costs of $5.6m in 1989-90 rising to $15.4m in 1992-93 and thereafter. 

Measures taken in the 1989-90 Budget context include extension of the Overseas 
Officer Liaison Network (SO.Sm in 1989-90) and computing enhancements (SI.Om). 
Overall outlays arc forecast to rise in 1989-90 by $28.7m or 16.2% (9.3% in real 
terms),, The forward estimates arc broadly maintained at 1989-90 real levels. 
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SB.4 OTHER LAW, ORDER AND PUBLIC SAFETY 

1988-89 ;1 990-91 1991-92 1992-93 
88.4 Actuat ,, .. lmate Estimate Estimate 

General AdmlnillraUon ... 73.1 89.0 85.5 87.2 
'16 .... ,, -6.1 -4.0 2.0 

CoaltWatch ... 15.0 20.5 21.3 22.2 
'16 1U 17.S 4.1 4.1 

ACT Law, Order and Publlc ... 18.1 
Safetyntc '16 -1•.0 n.a. n.•. n.a. 

Protective and Custodial Service ... -7.9 . -0.8 -0.8 -o.a· 
'16 -15/S.2 .:. -11111.7 

Other ... 41.3 ,, 46.3 48.1 so.a 
'16 -u u 6.tl 

TOTAL ... 155.0 154.1 159.4 
'16 -4.tl -4.tl 3.4 

Outlays under this sub-function cover the administration of the Attorncy­
Gcncral's Department, funding to organisations involved in police and criminology 
support activities, coastal surveillance and protective and custodial services. 

General Administration 
This clement includes the general administration costs of the Attorney-General's 

Department other than for Courts and Legal Services (SB.I) and the administration 
of grants and payments falling under the responsibility of the Attorney-General. 

Coastwatch 

The Coastwatch unit of the Australian Customs Service patrols Australian 
coastal and Australian Fishing Zone areas to enforce Australian laws covering 
quarantine, fisheries, drug smuggling, wildlife, environmental protection and migra­
tion controls. 

ACT Law, Order and Public Safety NEC 

Until this year, this item included outlays for the ACT Fire Brigade; the 
operational costs of adult and juvenile corrective services facilities in the ACT, the 
administration of ACT legal aid and payments to NSW for the care of ACT 
prisoners in NSW institutions. From 19S9-90, following self government in the 
ACT, these items will no longer appear. 

Protective and Custodial Service 

The Australian Protective Service (APS)· undertakes guarding, custodial and 
escort functions for certain Commonwealth facilities and personnel including Im­
migration Detention Centres. 
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Other 

Included under this component arc agencies primarily involved in police and 
criminology support activities such as the National Crime Authority, the Australian 
Bureau of Criminal Intelligence, the Australian. Institute of Criminology and the 
Cash Transaction Reports Agency. 

Trends 

Outlays for this sub-function have increased by 55.5% in real terms in the 
10 year period to 19SS-S9 (an annual rate of 4.5%). Growth pressure has been 
concentrated in the General Administration and Other clements, with offsetting 
reductions in outlays in Protective and Custodial Service in 19S7-SS and 19SS-S9 
rcllecting the introduction. of charging for those services. 

Outlays arc forecast to rise by S22.9m or 16.4% (9.5% in real terms) in 19S9-90 
mainly rcftecling the payment of rent on owned accommodation to the Department 
of Administrative Services (SS.Om), the establishment of the Cash Transaction 
Reports Agency ($4.6m) and revised accounting arrangements for the, Australian 
Protective Service ($9.lm). This latter item reflects a requirement for the Australian 
Protective Service (as a quasi commercial operation) to make cash payments to 
other agencies to cover employer superannuation contributions, rent and other 
corporate service overheads. The effects of these increases arc offset by removal 
from Commonwealth outlays of ACT outlays on law, order and public safety 
(SIS.Im). Outlays arc expected to remain constant over the forward estimates 
period. 

FURTHER REFERENCES 

Annual Reports of the organisations within the Allorney-General's Portfolio 

Portfolio Explanatory Notes (budget Related Paper No 8) for the Allorney­
General's Portfolio 

Budget Paper No 3, Portfolio Program Estimates 

Budget Paper No 4, Commonwealth Financial Relations with Other Levels of 
Government 
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8.C FOREIGN AFFAIRS AND OVERSEAS AID 

80.1.1 Country P1ogram1 

ac.1.2 GlobaJ Program• 

80.1.3 OverteH Aid- Other 

80.1 SUb-TotalAid 

80.2 F01elgn Affairs - Non Aid 

TOTAL 

OVERVIEW 

1988-89 :1989•$()°':1990-91 1991-92 1992-93 
Actual j~b<iliili··.Esttmate Estimate Estimate 

~ ::£~ '.'.'~~) 
Sm 25.9 · 29:e.:· 

::. 1161~·;: -~1~~~-' 
::. 3;: ' '.~~J : 

'Ml -1.0,. .. ·.-;..;ii.Id 
$m 1551.5 ':1563.8'' 
.. 12.s , " · ·:::.r6l 

723.2 724.2 761. 7 
-1.3 0.1 5.2 

436.3 482.4 495.4 
l:0.3 10.11 2.7 

30.3 31.7 33.1 
I.I 4.8 4.2 

1189.9 1238.4 1290.1 
6.7 4.1 4.2 

452.1 468.4 456.1 
u u -2.e 

1641.9 1706.8 1746.3 
6.0 4.0 2.3 

The Budget and forward estimates do not include any allowance for Commonwealth 
sector. wage and salary increases after the Budget in each year. An allowance for 
such increases is included in 9C. Contingency Reserve. 

• Total outlays on Foreign Affairs and Overseas Aid will increase 
by S12m or 0.8% in 1989-90 (a decline of 5.2% in real terms). 
They will represent 1.8% of total Commonwealth outlays, as 
illustrated in Chart 1. The relatively slow growth mainly reRects 
the rescheduling of $94m of payments to International Financial 
Institutions into 1988-89. 

• Outlays over the forward years are currently projected to de­
cline by 1.7% in real terms: aid payments are projected to 
remain at 1989-90 levels in real terms while other payments 
decline consistently in real terms, especially when major non­
recurring expenditures recede in 1992-93. 

• Significant Overseas Aid initiatives that have been announced 
recently, or which will impact on 1989-90 or the forward years 
for the first time, are: 
- S35m over three years beginning in 1990-91 for a significant 

enhancement of the Development Co-operation Program in 
India; 
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CHART 1. FOREIGN AFFAIRS AND OVERSEAS AID 
Proportion of Total Outlays and Function 

1989-90 

Total Outlays Foreign Affairs & Overseas Aid 

- the establishment of a S15m three year Development Assist· 
ance Program for Pakistan; 

- the institution of a $20m four year Environment Assistance 
Program from 1989-90; 

- a commitment to the Governments of Thailand and Laos to 
construct a bridge over the Mekong River at an estimated 
cost of S30m; 

- reform of assistance arrangements for overseas students by 
introducing an Equity and Merit Scholarship Scheme in 
place of existing arrangements; 

- the signing of a Development Co-operation Treaty with Papua 
New Guinea which provides for continued budget support at 
$275m per year until 1992-93, and an increase in project aid 
from $15m in 1988-89 to $30m in 1992-93. 

- a one-off redudion to the aid vote of $7.5m on the previous 
allocation for 1989-90 in recognition of the additional re­
sources made available by the rescheduling to 1988-89 of 
payments of $94m to International Financial Institutions. 
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• Major budget measures have added a net S4.9m to outlays in 
1989·90 and $73m over the forward years including: 
- $2.3m in 1989·90 and $38m in the forward years for the 

redevelopment of the Australian Diplomatic Communications 
Network. 

- $2.Sm in 1989·90 and $22.Sm in the forward years for the 
design, construction and operation of the Australian pavilion 
at the 1992 Expo in Seville, Spain; 

- $2.lm in 1989-90 and each of the forward years to provide 
support to the Department of Immigration, Local Govern· 
meat and Ethnic Affairs in implementing. a new migration 
selection system in response to the recommendations of the 
Committee to Advise on Australia's Immigration Policies 
(CAAIP); 

- $1.Sm in 1989-90 for a Government-Industry Chemical 
Weapons Conference; and 

- $1.2m in 1989-90 for a bicentenary gift to France. 
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PURPOSE 

Outlays under this function support policies to further Australia's external 
relations, including its strategic and trade interests. A major· component is the 
Australian Aid Program which promotes the economic and social advancement of 
the peoples of developing countries, reflecting Australia's humanitarian concerns as 
well as foreign policy and commercial interests. 

NATURE OF FOREIGN AFFAIRS AND OVERSEAS AID OUTLAYS 

Direct assistance to foreign governments, and payments to non-government 
organisations and international institutions dominate outlays under this function. 
Also included are payments for salaries and the operating expenses of. the Depart­
ment of Foreign Affairs and Trade, grants and contributions to international 
organisations and outlays on overseas property services provided by the Department 
of Administrative Services. 

TRENDS IN FOREIGN AFFAIRS AND OVERSEAS AID OUTLAYS 

Total outlays for Foreign Affairs and Overseas Aid have declined by 1.7% in 
real terms over the period 1979-80 to 1989-90 and are expected to decrease by 1.8% 
in real terms over the forward years (see Chart 2). 

Over the last decade, Overseas Aid has declined. by about 9% in real terms. As 
a proportion of GNP the decline is from 0.44% in 1979-80 to 0.33% in 1989-90. 
The most significant decrease was in 1986-87-from 0.46% to 0.38%. This occured 
in light of emerging economic circumstances which required tight expenditure 
restraint across the board. The decline in outlays was greatest for United Nations 
Programs which fell by $39m or 42%. During the forward years aid payments are 
projected to be maintained at 1989-90 levels in real terms. 

Outlays under the remainder of the Foreign Affairs and Overseas Aid function 
have increased by 24% in real terms over the period 1979-80 to 1989-90, an average 
real growth of 2.1 % a year. This is partly explained by the increased costs of 
servicing international commitments stemming from the depreciation of the Aust­
ralian dollar. The large real increase in 1984-85 mainly results from the start of 
construction of the Riyadh (Saudi Arabia) and Beijing Chanceries and residential 
complexes, and increased costs of contributions to international organisations. 

Non-aid outlays Qver the forward years are expected to decrease by 8.5% in real 
terms. Reduced outlays on overseas property services in 1990-91 from the expected 
completion of the Beijing Chancery complex will be partly offset by increases 
associated with the redevelopment of the Australian Diplomatic Communications 
Network. 
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CHART 2. FOREIGN AFFAIRS AND OVERSEAS AID 
(1984·85 Prices) 

$~;~"·":--------------------, Non·AldOutlays 
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1988-89 OUTCOME 

Outlays in 1988-89 exceeded Budget estimates by $83.4m (or S.7%), "'.hich 
mainly reHects the rescheduling into 1988-89 of payments of $94m to In!emational 
Financial Institutions comprising: Asian Development Bank ($4m); Asian Devel­
opment Fund ($3lm) and the International Development Association ($S9m). 

CHART 3. OVERSEAS AID BY CATEGORY 
1989·90 

mty/Commrd-34.71' 
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SC.I OVERSEAS AID 

Aid payments in 1989-90 are estimated at Sl 163m (0.33% of GNP), of which 
Sl 125.2m is included under this function. It is projected that funding for the 
forward years will be maintained at the same real level. Chart 3 shows the 
composition of aid payments in 1989-90. Country programs account for the bulk of 
aid payments, about one-third of which reflects Budget support payments to Papua 
New Guinea. 

8C.1.I COUNTRY PROGRAMS 

sc.1.1 
Papua New Guinea-Budget $m 

S..pport .. 

Pro}tc11, T.chnlcal Cooperation $m 

and Relalad ActlvillH % 

Training $m .. 
AKowrl11- Country Program• Sm 

Other 

.. 
$m 

1988·89 :1989"90•'1990-91 1991-92 1992-93 
Actual ~ ·~Gil(''.Estlmate Estimate Estimate 
275.0 : .. ·ll'r!iir 275.0 275.0 275.0 

275.1 299;7• 305.0 299.8 328.4 
13.1' :•j.if' 1.1 -1.1 u 

121.4 ·lid·' 104.0 108.6 112.9 
1.3 · . ·~ .. ( ...... 4.6 u 

,. ... -0:2·.· -0.2 -0.2 -0.2 
-100.0 ,.~\;: 45.0 .• 39.5 41.1 45.6 

21.0 '. •·?-.f.6.: -18.0 4.0 10.1 

716.5 .m.!k 723.2 724.2 761.7 
~~..,;;;~""'""'-:;;.;.-_c~~--':;;;..-...:..:~ 

:~. 

7.•: ·-·:·,2:11 -1.3 0.1 6.2 
$m .. TOTAL 

Papua N•w Guinea-Budget Support 

A new aid agreement was signed with Papua New Guinea in 1989, which 
provides for a five-year Development Cooperation Treaty expiring at the end of 
1993-94. Under its terms,. direct budget support will be S275m in 1989-90 and each 
of the forward years .. The underlying objective of aid to Papua New Guinea is 
progressively to increase fiscal self-reliance, which implies a greater emphasis on 
project activities in future aid arrangements. 
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Projects, Technical Co-operation and Related Activities 
Country programs and related technical assistance use Australian expertise and 

equipment. Priority is given to projects in which Australia can contribute special 
expertise, such as agriculture. Outlays under this. heading arc estimated at $299.7m, 
an increase of $24.6m from 1988-89 largely because of increased funding for 
Southern Africa and Papua New Guinea: 

• The Southern Africa Program increase from S3Sm to SSOm in 1989-90 is in 
keeping with the Government's decision to provide SIOOm over the 3 year 
period 1987-88 to 1989-90 (SSOm was provided in the first two years). It is 
projected that the Southern Africa Program will be maintained in real terms 
over the forward years. 

• Programmed aid for Papua New Guinea will increase by SS.Om to Sl9.2m in 
1989-90 and is planned to rise to S30m in 1992-93 in accordance with the 
provisions of the new Development Cooperation Treaty. 

Other initiatives arc a SSOm aid program for India and Pakistan over 3 years 
commencing in 1990-91, and the undertaking given to the Governments of Thailand 
and Laos to construct a bridge over the Mekong River. 

Training 

The major outlay under this heading is the payment by the Australian lntcrna· 
tional Development Assistance Bureau (AIDAB) to the Department of Employ. 
ment, Education and Trainins of the 'student subsidy'-that is, the difference 
between the full cost of educating in Australia overseas students from all developing 
countries and the Overseas Student Charge levied on these students. An amount of 
SS5.4m is to be provided for this purpose in 1989-90. 

The Equity and Merit Scholarship Scheme (EMSS) is beins introduced into the 
Australian aid program to replace the education subsidy which will be phased out 
progressively from 1990-91. The objective of EMSS is to promote human resource 
development in developing countries through support for training in Australia, 
focusing on individual needs and personal development. It is intended to provide a 
more equitable and development oriented approach than the arrangements which it 
replaces. 

Other outlays under this heading arc: 
• S32m for the Sponsored Overseas Students Program to cover costs such as 

living allowances, course fees and fares for officially sponsored students from 
developing countries; and 

• S8.Sm for the International Development Program of Australian Universities 
and Colleges to strengthen higher education in neighbouring devclopins coun. 
tries through the provision of experts and equipment to selected foreign 
institutions, and of fellowships in Australia for foreign academics. 
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Other 
Outlays under this heading include: 
• SIS.Im for payments of termination and retirement benefits and other pensions 

to expatriate officers (and· dependants) of former Papua New Guinea admin· 
istrations and the Australian Staffing Assistance Group, made under the Papua 
New Guinea Staffing Assistance Act 1973. 

• S6m for regional organisations such as the South Pacific Commission, the 
South Pacific Forum Secretariat and the Forum Fisheries Agency. 

• $19m for resional and health initiatives including tho ASEAN-Australian 
Economic Co-operation Program, which supports projects promoting economic 
and scientific co-operation between ASEAN and Australia. 

• S6.8m to support the Women in Development Fund, the Economic Develop­
ment Institute and the Direct Aid Program which allows Australian diplomatic 
missions in developing countries to assist small development projects. 

Trends 
With a reduction in aid funding in real terms to Papua New Guinea, increasing 

commitments to International Financial Institutions and commercial programs, 
together with constraints on funds available for the total aid program, outlays on 
country programs have fallen from S712m in 1983-84 to SS3lm in 
1988-89 ( 1984-85 prices), a decline of 2S% in real terms. 

Outlays for country programs arc estimated at S733m in 1989-90, S l 6m higher 
than 1988-89, largely as a result of an increase in the Southern Africa program. 

For the forward ycars0 projected outlays for country programs decline by 9.S% 
in real terms until 1991-92, partly reflecting the unwinding of the impact of the 
rcschcc!uling of 1989-90· payments to international financial. institutions to· 1988-89 
(which freed aid resources for other purposes in 1989-90) .. In 1992-93 Country 
Programs arc expected to increase by 1.1 % in real terms owing to the stabilisation 
of payments to International Financial Institutions. 
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8C.l.2 GLOBAL PROGRAMS 

ac.1.2 
Etn...gency Aid and Rtifugff Sm 

and Relief AAiltance .. 
lntemallonal Development Sm 

Rn1nclal lnllltullon1 .. 
UN Programs Sm .. 
~lonal and Other lnternatlon1l Sm 

Organl1&tion1 % 

Community and Commercial $m 

Program• IMi 

Aullrallan Centre for International Sm 
Agricultural ReNarch % 

TOTAL $m 

... 

1988-89 .1989,-90•'1990-91 1991-92 1992-93 
Actual '-etidaii'F Estimate Estimate Estimate 

Emergency Aid and Refugee and Relief Assistance 

In 1989-90 an estimated $9:5m is to be provided for emergency aid, partly on a 
government to g?vcrnmcnt basJS ~nd partly through non-government organisations, 
to allow Australia to respond quickly and effectively to emergency relief require­
ments. A further $39.7m is to he provided for assistance to refugees in various parts 
of the world, for famine relief and for restoration work after natural disasters 
including SIOm for Afghanistan in response to the Government's commitment t~ 
provide $20m over three years ($3m was made available in 
1988-89 and S7m is planned for 1990-91). Funds arc also provided for disaster 
prcparedn~ and co-ordination activities in Australia's region, principally through 
the Australian Overseas Disaster Response Organisation, 

International Development Financial Institutions 

Australia provides significant support for the lending activities of international 
financial institutions including the International Bank for Reconstruction and Dc­
vclop~c~t (the 'Wor!d Bank') and the Asian Development Bank. Outlays comprise 
~n~nb~t10ns for capital and concessional funding activities organised through these 
mshtut1ons. 

The reduction in funding estimated in 1989-90 rcftects the rescheduling to 
1988-89 of some $94m of payments to International Financial Institutions. In 
~ubscquent years these payments arc assumed to grow by an average of 4.2% a year 
m real terms. 
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United Nations Programs 

A large number of United Nations organisations arc supported including the 
United Nations High Commiuioner for Refugees; the United Nations Development 
Programme, the United Nations Children's Fund, and the World Food Program. 

Regional and Other International Organisations 

Organisations receiving support include the Commonwealth Fund for Technical 
Co-operation, the Commonwealth Youth Program and International Agricultural 
Research Centres . 

Community and Commerclar Programs 

The main clement of this item is a mixed credit facility, the Development 
Import Finance Facility (DIFF), which assists Australian businesses supplying 
developmentally important goods and services. DIFF funding will increase from 
$42.9m in 1988-89 to $93.3m in 1989-90, because of the growing number of 
succeasful applicants under the current rules of the scheme. A review of DIFF is 
currently underway to examine its effectiveness and to determine the future direc­
tions of the program,, In the meantime, funding for the forward years has been 
based on the Government's current policy of DIFF being 5% of the total aid vote. 

The remaining funds, $32m, will he provided for trade development activities 
including the operation of international trade centres, and for selected voluntary 
agencies in support of development projects, development education and volunteer 
programs. 

Australian Centre for International Agricultural Research 

The Centre commissions and funds research by Australian institutions into 
agriculture and related areas of benefit to developing countries: 

Trends 

Outlays for Global Programs have risen from Sl48m in 1979-80 to $310m in 
1988-89 (1984-85 priccs)-or $240.7m abstracting from the rescheduled payments 
to International Financial Institutions. This increase largely rcllects the need to 
accommodate within the aid vote, increased contributions to International Financial 
Institutions, which rose by 53% in real terms (also abstracting from the reschedul­
ing), and the introduction of'thc Development Import Finance Facility. 

The projected increase in global program outlays in 1990-91 largely rcftects the 
resumption of normal funding for International Financial Institutions,. payments for 
which arc expected to continue increasing in real (underlying) terms over the 
forward years. In particular, provision has been made for Australia's participation 
in the ninth replenishment of the International Development Association, and the 
fifth replenishment of the Asian Development Fund. 
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8C.l.3 OVERSEAS AID-OTHER 

1988-89 '1 /1990-91 1991-92 1992-93 
BC.1.3 Actual :i Estimate Estimate Estimate 

Aid Administration $m 27.0 :, ..... 31.2 32.6 33.9 .. u ?t(·: 2.0 4.a 4.2 
RKowrlH And Rtp•ymenl1 $m -1.1 -0.8 -0.8 -0.9 .. -20.0 "If.I,: 6.0 4.0 4.o 
TOTAL $m 25.9 . 29;9·: 30.3 31.7 33.1 .. 1.7,· ;::iiiii:: t.9 4.e 4.2 

Aid Administration 

This provides for the administrative costs of the Australian International De­
velopment Assistance Bureau (AIDAB) which wiU increase by 13% to S30.6m in 
l 9S9:90· The in~rease. reftects an allowance for increased staffing (65 staff) to 
proVId~ better .aid delivery, planning, appraisal and monitoring, increased project 
evaluation and mtern~I audit, the establishment of the Equity and Merit Scholarship 
Scheme and the rcqwrement for AIDAB to meet its property operating expenses. 

BC.2 

SC.2 FOREIGN AFFAIRS NON-AID 

Memberllhlp of International 
Otganl .. tiona 

Othor ActiYitiH 

Gen.ral Admlnillfation 

TOTAL 

1988-89 l1~i:1990-91 1991-92 1992-93 
Actual :;&idoif"E:st1mate Estimate Estimate 

711.t . : ~.il.i;; t6.t tu 
324.5 .. ~:;.: 379.3 391.2 

-1.4 :.:·· A.t.1.! 2.1 3.1 
390.4 : .:·<1311;e.;: <152.1 468.4 

-t.o .:.ett . .t:: 3.t 3.e 

These programs promote Australia's interests through diplomatic relations with 
other countries, both on a country-to-country basis and through Australia's contri­
butions to, and participation in, a variety of international organisations and forums. 
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Membership of'/nternational Organisations 

This item covers the costs of Australia's membership of numerous international 
and regional organisations. Participation involves contributing to their administrative 
expenses and, in some cases, their functional activities. Total outlays in 1989-90 arc 
estimated at S49.Sm, an increase of 15.1% over 19SS-89. This increase stems mainly 
from higher rates of contributions (in foreign currencies) to certain. international 
organisations and increased costs in Australian dollar terms as a result of unfavour­
able exchange rate movements. Outlays in 19S9-90 include: SlS.6m for the United 
Nations regular budget; S6.2m for the W:orld Health Organisation; S6.Sm for the 
United Nations Food and Agricultural Organisation; SS.Im for the United Nations 
Educational, Scientific and Cultural Organisation; S4.3m for the International 
Labour Organisation; $3.3m for the Organisation for Economic Cooperation and 
Development; and S3.0m for the International Atomic Energy Association. 

Other Activities 

This item funds, amongst other things, activities which enhance Australia's 
overseas cultural relations (including Expos), exchange visits, and Australian partic­
ipation in international peace-keeping forces and observer groups. 

Outlays in 19S9-90 arc estimated at $20.0m, a decline of 12.7% over 19SS-S9, 
which mainly rcftects a one-off contribution of $7.9m in 19SS-S9 to the United 
Nations Transitional Advisory Group supervising elections in Namibia. I 9S9-90 
outlays include $2.3m for the Australia Abroad Program and contributions to the 
Australia-Japan Foundation (SI.Sm), the Australia-China Council ($0.7m) and the 
Australia-Indonesia Institute (SO.Sm). They also rcftect the Government's decision 
to participate at the 1992 Expo in ScviUc, Spain at a total estimated cost of S2Sm; 
S2.Sm is provided in 19S9-90 for design of the Australian pavilion. Also included is 
S3.0m for the United Nations Interim Force in the Lebanon, S2.4m for the United 
Nations Iran/Iraq Military Observer Group, Sl.6m for the Australian Federal Police 
Unit in Cyprus and SO.Sm for the United Nations Disengagement Observer Force 
in the Middle East. 

General Administration 

Outlays under this item cover the major part of administration costs of the 
Department of Foreign Affairs and Trade (other than a small proportion of 
Department of Foreign Affairs and Trade costs which relate to the 7 B Industry, 
Assistance and Development and the BB Law, Order and Public Safety functions) 
and overseas property services provided by the Department of Administrative 
Services. The latter relates to the provision of residential and office accommodation 
for Australian embassy staff in overseas posts. 

Department of Foreign Affairs and Trade administration costs included in this 
item are estimated to increase by S23m in 19S9-90 to $281.Sm, a rise of 9.3%. The 
increase rcftects a number of factors, including costs associated with the redevelop­
ment of the Australian Diplomatic Communications Network ($2.3m in 19S9-90 
and S3Sm over the forward years), the effect of exchange rates (SS.6m) and the 
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effects of increased salaries and acneral price movements. Outlays in 1989-90 have 
also increased because, under revised user charging arranacments, the Department 
of Foreign Affairs and Trade is required to meet property operating expcrisca of 
$1 l.6m. (previously classified under t~c Administrative Strvic.s function). 

Overseas Property outlays arc estimated· to increase by $12.8m in 1989-90 to 
$100.0m, a rise of 14.7%, The main factors. underiying. the inc~ arc the acquisi­
tion of a site for the Jakarta Embassy (expected to coot $7.Sm), the effect. of 
exchange rates ($3.4m), increased activity on the overseas medium works program 
($2.8m), and progress on the Beijing Chancery project (SI.Im). 

Trends 

As noted above, Foreign Affairs Non-Aid Outlays increased by 24% in real 
terms between 1979-80 and 1989-90. Major factors contributing to this growth 
included costs associated with the commencement of major overseas construction 
projects (such as the Beijing and Riyadh. Chanceries and residential, complexes), 
and higher coots flowing from the depreciation of the Australian dollar experienced 
during this period. 

Over the forward yean outlays growth is expected to decline, with nominal 
outlays increasing by only 4.0% over the period 1989-90 to 1992-93, representing a 
decline of 8.4% in real terms. This decline partly reflects the time profile of the 
overseas construction program. It also reflects the fact t!tat the forward estimates 
for coots associated with Australia's membership of international organisations and 
various peace-keeping forces arc based on the latest available rates of contribution. 
These rates may vary as a result. of decisions taken. by the governing councils of 
these bodies, but it is not possible to forecast their timing or scope. 

FURTHER REFERENCES 

Annual Reports, Department of Foreign Affairs and Trade 

Budget Paper No 3, Portfolio Program Estimates 

Budget Related. Paper No 4-Australia's Overseas Aid Program 

Joint Commilltt on Foreign Affairs, Dtftnct and Trade 

Mid-term review of tht Australian Ctntrt for lnternaliona/ Agricullural Research; 
March 1989 

Portfolio Explanatory Notes (Budget Related Paper No 8.8) 

A Review of tht Australian lnttrnaliona/ Dtvtlopmtnt Assistance Bureau and 
Australia's Overseas Aid Program, February 1989 
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SD. GENERAL AND SCIENTIFIC RFSEARCH NEC 

OVERVIEW 

1988-89 '1 ' i'1990-91 1991-92 1992-93 
Actual ;·:· ... , .. · .. "···::·Estimate Estimate Estimate 

ID.1 CSIRO 348.1 ,. 'i37.1;'1"' 404.3 421.5 439.4 

ID.2 ANSTO ~! ; .. d .. ~~l 6:~ ~~ ~:: 
10.3 Other G9Ml'al and Sclenllflo 

-•hnte 
120.5 ' ' 154.4 154.9 158.5 

0.1 0.3 u 
TOTAL 619.7 640.0 664.3 ... 3.3 3.1 

The Budget and forward estimates do not include any allowance for Common­
wealth sector wage and salary increases after the Budget in each year. An allowance 
for such increases is included in 9C. Contingency Reserve. 

• Estimated outlays for this Function are $581.5m in 1989-90, 
an increase of $58.7m or 11.2% (4.6% in real terms) on 
1988-89. They are expected to increase by 6.6% in 1990-91 and 
at about half that rate in each of 1991-!>2 and 1992-93, implying 
an increase of about 0.5% in real terms over the current forward 
estimates period~ 

CHART 1. GENERAL AND SCIENTIFIC RESEARCH nee 
Proportion of Total Outlays and Function 

1989-90 

G /I. SIR0-·63.9% 
99.3% 0.7% 

ANST0··9.8% 
ARC··I0.9% ~ ,;,,~,;i;· Antmtk··I0.3% ~ .,. .. - lher-5.1% 

Tolal Oullays 
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• The major growth factors over the next few years are: 

- the decision in March 1989 to rescind that part of the 
1988-89 B11dget decision which provided' for a prospective re­
d11ction in the appropriation estimates of CSIRO in the period 
~988-89 to 1990-?I equivalent to one-third of estimated· growth 
IQ external earmngs ($2.lm in 1988"89; $6.6m in 1989-90· 
S11.6m in 1990-91, with impact also in later years); ' 

- . measures introduced in the Government's May 1989 Statement 
Science and Technology for Australia which have added 
518.lm to outlays in this F11nction in 1989-90 and S70.7m over 
the forward estimates period; 

- additional f11nding of $5, 7m for research activities in 1989-90 
as part of the Government's response to the "Greenhouse 
Effect" and related climatic change problems (f11nding arrange­
ments for the Greenhouse strategy in subseq11ent years· will be 
considered by the Government later in 1989); 

- additional allocations for new building works under the 
Antarctic rebuilding program ($2.5m in 1989-90; $3.3m in 
1990-91; S4.7m in 1991-92; Sl.9m in 1992-93). 

• During 1988-89 the Government announced a range of new science 
and technology initiatives with. outlays implications for 1989-90 
and beyond affecting several functional classifications in this State­
ment. In partic11lar, the Government's May 1989 Science and 
Technology Policy Statement involved expenditures totalling an 
additional $39Im in the five years from 1989-90 and $800m 
in additional revenue forgone on the R&D tax i~centive from 
1992-93. Measures applicable to this Function account for 46% of 
the additional outlays 11nder the Statement in 1989-90 and 1'7% 
over the period of the forward estimates. 0 

• Substantial elements of Commonwealth support for science and 
technology in partic11lar fields, s11cb as defence technology, indus­
try, health and ed11cation, are incl11ded 11nder specific beadings 
elsewhere in this Statement. 
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PURPOSE 

Commonwealth support for science and technology (S&T) encompasses many 
activities and programs across a range of portfolios and functional classifications. 
Budget-related paper No JO, Science and Technology Budget Statement 1989-90, 
comprehensively details Commonwealth financial support for S& T, including his­
torical. trends. 

Outlays in this Function relate. principally to three Commonwealth agencies­
tho Commonwealth Scientific and Industrial Research Organisation (CSlRO), the 
Australian Nuclear Science and Technology Organisation (ANSTO), and the Aus­
tralian Institute of Marine Science (AIMS). Funding is also received from a variety 
of Commonwealth assisted grant schemes and from contributions by private indus­
try. The Function also includes tho Antarctic research program, research grant 
programs, and several organisations which advise the Government on S & T activities 
and policy. 

NATURE OF GENERAL AND SCIENTIFIC RESEARCH OUTLAYS 

Funds provided to CSIRO, ANSTO and AIMS arc largely for recurrent pur­
poses. Capital funding has declined as a proportion of total appropriations in recent 
years following tho completion of major capital projects. 

Antarctic outlays cover research activities and the cost of maintaining research 
stations. Appropriations to the Australian• Research Council (ARC) largely com­
prise funds for research grants and fellowships awarded by the Council. 

Funding is also included for the Australfan Science and Technology Council 
(ASTEC) and for the Prime Minister's Science Council. 

TRENDS IN GENERAL AND SCIENTIFIC RESEARCH OUTLAYS 

Total outlays were about 8% lower in real terms in 1988-89 than a decade 
earlier, and significantly below the real levels of tho early 1980s. The 1989-90 
Budget estimate implies real. growth of 4.6% compared with 1988-89, or about 5.5% 
if an allowance is made for prospective wage and salary increases for the three 
science r"50llrch agencies in 1989-90. Outlays show a real increase of around 0.5% 
over the forward estimates period. 

While funding of·CSIRO accounts for a large proportion (63.9% in 1989-90) of 
outlays under this functional classification, this proportion is somewhat lower than 
in earlier years. Over the ten years ended 1988-89 direct Budget appropriations to 
CSIRO fell significantly in real terms. This was offset by substantial real increases 
for the Antarctic and ARC programs, reflecting the major rebuilding program at 
Antarctic stations, and increases in the various grants and fellowships offered by 
the ARC over the period and the transfer of some higher education operating 
grants to the ARC in 1988-89. 
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CHART 2. GENERAL AND SCIENTIFIC RESEARCH NEC 
(1984·85 prices) 
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The Budget estimates imply real growth f ho o 5% · 
in 1989 90 H 0 a ut · m CSIRO appropriations 
1989 90. '1 owcvc~, allowing for prospective wage and salary increases in 

• • rea growth 1S almost 2%. 

fo Direct ~udgct fu~ding of CSIRO shows real growth of about 4% over the 
,.:;~rd 1~tim;t?nod. However, this is largely offset within the function by a 

. cc l~e o a ut 14% in funding for the Antarctic program because several 
?1a;or pro;ects will be nearing completion at the end of the period'. The com a · 
15 

also affc~t~ by the $5.7m provided in 1989-90 only for Greenhouse ~•= 
research act1v1t1cs (~o decision has yet been taken on funding for later years). 

b T~tal funds .available to CSIRO, including external earninw;, are expected grow 
. Y a ut 1.5% m real terms in 1989-90 if allowance is made for wage and salary 
mcrcascs, and.to s~ow real growth of about 2.5% over the forward estimates riod 
~~ternal earnmw; mcludc support from other Budget appropriations. (cg th!'° rurai 
m ustry research funds), and contributions from industry and other governments. 

MAJOR POLICY CHANGES 

S& ~nee 1~hc earl~ 1980s there has been a change in the orientation of Government 
. .po icy t~ improve S&T institutions' responsiveness to national economic 

objectives, particularly the need to promote structural adjustment The G 
has, thcrcfo~e, encouraged closer CO-Operation between researchc~ and u:::.~~cnt 
~lso ·~~~aslSCd that responsibility for detailed decision making on research pri!': 
1cs, wit m the broad strategic guidance set by the Go . • 

research institutions, researchers and users of research. vcmmcnt, rests with the 
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For CSIRO, ANSTO and AIMS this has involved some restructuring and 
internal reorientation to link research activities more closely with user needs, with 
increased emphasis on. external funding . 

The major changes have been: 
• the establishment of independeQt Boards of Management for the three 

agcncjes; 
• the reorganisation of CSIRO into six institutes reflecting broad industry sectors; 

and 
• the restructuring of the former Australian Atomic Energy Commission (AAEC) 

to form. a more research oriented organisation (ANSTO). 
During 1988 the role of the ARC was broadened to that of an advisory council 

to the National Board of Employment, Education and Training (NBEET), with 
responsibility for advising the Government on national research priorities. This has 
been accompanied by expanding the resources for allocation by the ARC, achieved 
by redirecting higher education institution operating grants. 

1988-89 OUTCOME 

The 1988-89 outcome exceeded the Budget estimate by S22.8m (or 4.6%), largely 
reflecting Government decisions on resourcing the science research agencies, and 
adjustments to wage and salary estimates on account of the August 1988 National 
Wage Case Decision. 

8D.l COMMONWEALTH SCIENTIFIC AND INDUSTRIAL RESEARCH 
ORGANISATION (CSIRO) 

CSIRO, an independent statutory authority,. is Australia's largest and most 
diverse scientific research organisation. Its major objectives arc: 

• to carry out strategic research which can be applied to Australian industry or 
Government for community benefit; 

• to collaborate with other institutions and industry to strengthen the research 
effort and ensure its transfer and application; and 

• to lead and promote an expanded S&T effort in Australia . 

CSIRO conducts principally long-term strategic research in the physical and 
biological sciences and technologies. Its activities exclude research in the defence, 
nuclear science and clinical medicine fields. 

Recent changes in Ministerial guidelines, organisational structures (including the 
establishment of an external Board of Directors), and funding arrangements arc 
enhancing CSIRO's ability to target its research effort more effectively to national 
priorities. To encourage CSIRO to improve its links with industry, the Government 
has set a target for external caminp (ic funds. from other than its direct Budget 
appropriations) of 30% of total funding. 
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Trends 

CHART 3. CSIRO-TOTAL FUNDING BASE 
(1984·85 prices) 
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Direct budget appropriations fell by about 19% in real terms over the decade to 
1988·89, .adjusting ~or changes in funding a1T3ngcments for superannuation, capital, 
and repairs and maintenance effected during the early 1980s, This largely reflected 
a sizeable real decline (about 56%) in capital funding, due to the major wind down 
from the high level of activity up to the mid 1980s. (Indeed,. the wind down w3s 
such that capital accounted for only 6.6% of CS!RO's expenditure from Budget 
appropriations in 1988-89, compared with 22.5% in 1981-82.) 

. As can be ~ from Chart 3, setting aside trends in capita! spending, increases 
m external funding both from industry and from Commonwealth grant" schemes 
(such as the National Energy Research,. Development and Demonstration Council 
(NERDDC) and the rural industry research funds) has more than offset the real 
decline in recurrent appropriations over the past five years. Combined resources 
available to CSIRO from recurrent appropriations and external sources showed a 
large real increase in the mid 1980s and in 1988·89 were about 4.5% higher in real 
terms than a decade earlier. 

It is estimated that CSIRO will have $503.2m available for its activities in 
1989-90, of which $14.3m is for capital works and $488.9m for running costs. The 
total comprises: 

• direct budget appropriations of S371.7m (recurrent $363.0m; capital $8.7m); 
• funds from industry contributions and other forms of private and government 

support for specific projects (Sl06.!m); 

• a contribution of S4.8m from the Department of Primary Industries and 
Energy to meet half the operating costs of the Australian Animal Health 
Laboratory (AAHL); and 

• receipts from other sources, such as sales of assets and publications (S20.7m). 
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The allocation of these resources amongst CSIRO's activities in 1989-90 is shown 

below: 

ESTIMATED OUTLAYS FROM FUNDS AVAILABLE TO CSIRO 

1988-89 1989-90 

Actual Budget Change 

Sm Sm Sm % 

Running Coots: 
Animal Production & Processing 50.6 51.0 0.4 0.9 

Australian Animal Health Labora· 
tory 9.1 9.5 0.4 4.2 

Industrial Technologies 54.8 55.7 0.9 1.7 

Information and Communication 
Technologies 19.1 24.9 5.9 30.S 

Australia Telescope 6.4 6.6 0.2 3.5 

Cybcr 205· Facility 2.0 2.4 0.4 17.1 

Minerals, Energy and Construction 55.7 56.2 0.5 0.8 

Natura!. Resources and Environment 45.8 46.7 0.9 2.0 

Oceanographic Research Vessel· 3.4 3.8 0.5 13.5 

Plant Production and Processing 70.7 74.6 3.9 5.5 

Research Support 44.6 51.4 6.8 15.2 

Specific Project Contributions'" 87.9 106.1 18.1 20.6 

Total Running Coots 450.1 488:9 38.9 8.6 

Capital and Repairi and Maintenance 
21.9 14.3 1.6CR -34.6 

Budget<» 

Tota! outlays 472.0 503.2 31.2 6.6 

of which: 
Appropriations 348.l 371.7 23.6 6.8 

External Sources 123.9 131.6 7.7 6.2 

(a) Jnduatry contribution& and other rorms or private and aovemment support. • • 
(b) The decline in the allocation for 1989·90 under this heldina mainly reftccu: the lncliwon of S8m for nunor 

capital works in runninc eo&ts. 

Direct Budget outlays for CSIRO in 1989-90 and the forward years include ~he 
impact of several S&T policy initiatives announced· by the Government dunng 

1988-89, in particular: 
• the decision in March 1989 to restore the prospective reductions to CSIRO's 

direct appropriation estirilates which were made in anticipation of exrcrnal 
funding increases as part of the 1988-89 Budget decision ($2.lm in !988-89, 
$6.6m in 1989-90, and Sll.6m in 1990-91, with impact also in larcr years); 
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• additional funding included in the May 1989 S&T Policy Statement for 
specific research projects and new equipment amounting to $14m in 1989·90 
and SI 9m in each of the subsequent four years. 

However, constant price estimates SUJSCSt only a small real increase (about 
0.5%) in direct Budget allocations for 1989-90. This is partly because the outcome 
for 1988-89 included a once only increase in infrastructure funding of SSm an­
nounced in March 1989. Salary and related expenditures make up 64% of CSIRO's 
~rcct Budget funding. If an allowance is made for prospective wage and salary 
mcrcases in 1989-90 consistent with the corresponding component of the Cantin· 
gency Reserve (sec Function 9C) CSIRO funding would show real growth of almost 
2% in 1989-90. 

1988-89 Outcome 

Funds appropriated to CSIRO in 1988-89 exceeded the Budget estimate by 
SI 3.9m, comprising: 

• supplementation for the impact on wage and salary payments of the August 
1988 National Wage Case decision ($S.7m); 

• the decision announced in March 1989 to restore a $2.lm saving effected in 
the 1988-89 Budget, and to provide an extra $Sm for plant and equipment in 
I 988-89 only. 

8D.2 AUSTRALIAN NUCLEAR SCIENCE AND TECHNOLOGY 
ORGANISATION (ANSTO) 

. ANSTO ~ Australia's major centre of competence and expertise in nuclear 
science and associated technologies, carrying out research and development in 
medicine, industry, agriculture, science and other fields, so as to contribute to 
Australia's industrial innovation and development. 

In addition to research activities, ANSTO produces a broad' range of radioiso­
topes for application in industry and medicine throughout Australia. ANSTO also 
maintains a high regional and international profile in nuclear matters, to reinforce 
Australia's strategic interests in nuclear technology. · 

The Organisation has a range of strategies to encourage industry to make greater 
use of nuclear technology and processes. ANSTO's R&D program is now being 
developed to achieve a 70 /30 percent mixture of tactical applications-oriented 
research and longer term strategic projects aimed at identifying new potentially 
commercial areas. 

Trends 

Spending by ANS TO in I 988-89 from direct Budget appropriations was signifi­
cantly lower in real terms (by about 12.S%) than a decade earlier (adjusting for 
changes in superannuation fundins arrangements from 1981-82), when the Organ;:. 
sation was known as the Australian Atomic Energy Commission (AAEC) and had 
less of a research orientation. The real decline over the period largely retlccts the 
transfer during 1981-82 and 1982·83 of some elements of non-nuclear research from 
the AAEC to CSIRO. 
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$S6.9m will be appropriated to ANSTO in 1989-90, including SO.Sm allocated 
for equipment this year (and the subsequent four years) in the Government's May 
1989 s & T Policy Statement. Allowing for the impact of wage and satai:r incr~ 
that might be granted during the year (consistent with the adjustment mcluded m 
9C Contingency Reserve) the 1989-90 estimate would be unchanged in real terms 
from the 1988-89 outcome. The comparison with 1988-89 is also affected by the 
once-only allocation of $0.Sm for equipment in that year announced in March 1989. 

Appropriations in 1989·90 will contribute towards the completion of Stage <:>n• 
of a Technology Park at Lucas Heights, construction of the National Medical 
Cyclotron facility at the Royal Prince Alfred Hospital, Sydney and development of 
the SYNROC process for immobilisation of radioactive waste. 

In addition to the direct Budget appropriation, ANSTO expects to receive 
SI I.Sm in external revenue in 1989-90. This includes receipts from the sale of 
radioisotopes and services and contributions for research projects funded by indus-

try. 
Direct Budget funding of ANSTO is expected to show real growth of about 

2.5% over the forward estimates period. Consistent with the Government's decisions 
regarding external revenue retention by research agencies, ANSTO has set an 
objective of achieving an external revenue level amounting to 30% of Budget 
appropriations by 1993-94. Attainment of this objective will allow ANSTO a real 
increase in total funds of some 11 % by 1993-94 compared with the 1989-90 Budget 

estimate. 

80.3 

8D.3 OTHER GENERAL AND SCIENTIFIC RESEARCH 

rorAL 

1988-89' 
Actual ' 
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Scltnct and Ttchnology Policy 

This category includes allocations for the Australian Science and Technology 
Council (ASTEC), which provides broad policy advice to the Government and 
underta.kes ad hoc ~eviews on isSues relating to science policy and funding in 
Australta. The Council has been appropriated SI.Sm in 1989-90, broadly maintaining 
the real level of resources made available in earlier years. 

The Government's May 1989 S&T Policy Statement announced the formation 
of the Prime Minister's Science Council, a major new forum for the consideration 
of S&T. issues. The Council, to be chaired by the Prime Minister, is to meet at 
~east tw1~e a year and will include other senior Ministers with strong portfolio 
1?terests m. S&T, representatives from the scientific community and leading execu­
tives from mdustry. 

A~ut. S?.4m is avail~ble i? 1.989-90 to cover the costs of Council meetings and 
of mamtainmg a secretanat w1thm the Department of Prime Minister and Cabinet 
;rhe Gove'?ment's Chief Scientist will be the Executive Officer of the Council, and 
IS also Chairman of the Government's new S&T Co-ordination Committee. 

The Co-ordination Committee has been formed to complement the work of the 
Prime Minister's Science Council by bringing together Commonwealth departments 
and agencies with responsibilities for S&T to discuss programs, policies, problems 
and future work plans, and to ensure coherency and consistency in implementation 
of the Government's S&T policy. 

The Australian Research Council (ARC) 

The ARC allocates research funds and advises on matters such as national 
researc? priorities, the co-ordination of research policy, the development and imple­
me.ntatmn of progr_a~ for selective concentration of research activity, and· measures 
to improve the trammg of research personnel. 

Appropriations to the ARC increased by about 80% in real terms over the ten 
~ears to 1988-89, with growth occurring in both ARC grants (formerly the Austra­
han Research Grants Scheme) and in fellowships offered under the ARC. 

'.he role . of the ARC has broadened significantly over the last two years, 
particularly smce the ARC became an advisory council of the National Board of 
Em~l.oyment, Ed~~~i?n ~nd 1:".'ining (NBEET). In this capacity, the ARC has 
add1t1onal respons1b1ltt1es m adv1Smg the Government on, national research priorities 
including those within the higher education sector. ' 
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Jn addition to funds appropriated directly to the ARC for outlays on ARC 
research grants, National Research Fellowships and Queen Elizabeth II Fellowships, 
the ARC is responsible for allocating Special Research Assistance funds provided 
under the Higher Education Funding Act 1988. (For further details see Policy 
Statement on Higher, Education, July 1988.) Sl.4m of running costs of the Depart­
ment of Employment, Education and Training is included under this Function. The 
appropriation of S62.4m to the ARC in 1989-90 increases by Sl l.7m (about 16% 
in real terms) over 1988-89 due to the transfer of some funds from higher education 
operating grants to the ARC. It is expected that ARC funding included in this 
Function will be maintained in real terms over the forward estimates period. 
However, overall funding to be allocated by the ARC will experience real increases 
over that period owing to the redirection of amounts from higher education 
operating grants for competitive allocation by the ARC under Special Research 
Assistance (see 2.1 Tertiary Education ). The level of research resources redirected 
was SSm in 1988 and $20m in 1989. In the forward years redirected funds will rise 
to S40m in 1990 and to $6Sm from 1991. 

Antarctic Division 
The Antarctic Division of the Department of Arts, Sports, the Environment, 

Tourism and Territories carries out scientific research and maintains an Australian 
presence at three stations on the Antarctic continent and one on Macquarie Island. 
To ensure that its charter is carried out efficiently an extensive rebuilding program 
has been underway since 1980-81. 

Over the decade ending 1988-89 there was a 66% real increase in funding. Early 
in the period this growth was associated with the beginning of the rebuilding 
program and more recently has been attributable to enhanced shipping support. 

As part of the rebuilding program the Government has agreed this year to the 
constructfon of the following buildings at an estimated total cost of SI 4.2m: 

• Davis Upper Atmosphere Physics 
• Davis General Science 
• Mawson Living Quarters fit out 
• Mawson Balloon Construction 

$4.2m 
S.8m 
3.Jm 
l.lm 

Outlays for the above program are estimated at $2.Sm in 1989-90, $3.3m in 
1990-91, $4.7m in 1991-92, $2.9m in 1992-93 and $0.8m in 1993-94. 

The Divisfon's appropriation of SS9.8m in 1989-90 represents an increase of 
S 13.Sm (about 21 % in real terms) on the 1988-89 outcome. This additional expend­
iture is attributable to: 

• the chartering for the first time of the new Australian built and owned ship 
Aurora Australis, which is due to be completed in 1989-90; 

• the transfer to the Division's budget of fees charged by Australian Construction 
Services for the ongoing rebuilding program; and 

• an additional $2. Sm for new building works. 
Expenditure in 1988-89 was lower than in previous years, largely reflecting 

savings arising from favourable exchange rate variations and a comparatively low 
level of activity in the rebuilding program. 

Over the forward estimates period outlays are estimated to show a real decrease 
of about 14%, as some major projects approach completion. 
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The Australian Institute of Marine Science (AIMS) 

AIMS' research is directed to understanding the marine environment in the 
coastal and continental shelf regions of Australia to assist the development, conser­
vation and management of marine resources, particularly in the Great Barrier Reef 
Marine Park. The Institute has also developed links with industry in areas such as 
mariculture and provides a valuable research base and expertise for commercial 
developments. 

Direct Budget funding of AIMS grew by about 76% in real terms over the 
decade to 1988-89. However, this growth was concentrated in the early years of the 
decade, when sizeable additional funds were provided to enable a build-up of 
scientific and support staff and an expanded research effort. Since 1980-81 the level 
of funding has not shown much variation in real terms, although the additional 
once-only allocation of SI.Im for capital in 1988-89 meant that spending in that 
year was about 5.5% higher in real terms than in 1987-88. 

The relatively large once-only allocation for capital in 1988-89 also impacts 
upon the real terms comparison of the 1988-89 outcome with 1989-90 Budget 
appropriation of $11.lm,. which includes the additional SO.Sm provided for equip­
ment in 1989-90 (and each of the forward years) in the Government's May 1989 
S&T Policy Statement. 

Funding for AIMS shows real growth of about 1.5% over the forward estimates 
period. 

Other General and Scientific Research 

This category includes allocations for a range of purposes, including those 
outlined below. 

SJ.9m will be provided in 1989-90 for the operation of the National Science and 
Technology Centre, which opened in October 1988. The Centre's level of cost 
recovery from entrance fees and other charges in 1988-89 was 43%. A 62% cost 
recovery rate is expected in 1989-90 and it is expected that cost recovery will 
increase to at least 65% over the next three years. 

As announced in February 1989 the Government has allocated SS. 7m towards 
additional research into the "Greenhouse Effect" and related climatic change 
problems; an amount of SO.Sm was spent in 1988-89. Funding arrangements for the 
Greenhouse strategy in the forward years will be considered by the Government 
later in 1989. 
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FURTHER REFERENCES 

Annual Reports of organisations with major S&T responsibilities, particularly 
those of: 

- Dtpartm•nt of Administrative Services 
- Dtpartment of Arts, Sport, the Environment, Tourism and Territories 

- Dtparlmtnt of Employment, Education and Training 

- Dtparlmtnt of Industry, Technology and Commerce 

- Dtpartm•nt of the Prim• Minister and Cabinet 

- Australian Institute of Marine Science (AIMS) 

- Australian Nuclear Science and Technology Organisation ( ANSTO) 

- Australian Science and Technology Council (ASTEC) 

- CSIRO 
- National Board of Employment, Education and Training (NBEET) 

ASTEC reports and discussion papers 

Budget Pa[Mr No 3, Portfolio Program Estimates 

Management of the Antarctic Division, Report 297, Joint Committee of Public 
Accounts, Parliament of the Commonwealth of Austra/ia,.1989 
Budget-related Paper No 10, Science and Technology Budget Statement 
1989-90 
Polley Statement on Higher Education, by the Minister for Education; Employ­
ment and Training, July 1988 
Portfolio Explanatory Notes, for departments referred to above 

Selene• and Technology for Australia, Statement by the Prime Minister, and the 
Minister for Science, Customs and Small Business and Minister Assisting the 
Prime Minister for Science and Technology, May 1989 
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SE. ADMINISTRATIVE SERVICES 

OVERVIEW 

1988-89 :1 :90;''1990-91 1991-92 1992-93 
Actual ..... \'Estimate Estimate Estimate 

IE.1 Flnanclal Affair• and Flacal $m 1103.4. 1390.3 1510.0 1480.9 
Admlnlltration 'Mo 11.t o.• u -1.11 

IE.2 Statlltlcal ServicH $m 154.2 J~;{h' 191.5 235.0 179.7 
'Mo 10.0 :'di 11.2 22.7 -23.I 

IE.3 Admfnfttration of th• ACT $m 103.5 ... ".:.,.~ .. ·;: ··- ~::· 

'Mo 67.I. .;;.;o,e;~j n.a. n.a. n.•. 
8E.4 E••t• Management $m 36.1 ,,;,,;~;~·~ 91.4 0.1 -101.9 

'Mo n.a. ,..,n •. , n.a. -·' IE.5 N.r Sul*'annuatlon Payment• $m 770.7 . ,1Jil3.~ 904.7 893.4 974.5 
'Mo 14.9 •;',~t::; 12.I -t.3 8.1 

IE.8 Commonwullh Employee•' $m 102.4 4.0 3.8 7.4 
Compensation 'Mo n.a; 

.J~t 
-tit.• -&.O 87.f 

IE.7 Admlnlllrative Servic11- Other $m 303.9 110.5 76.9 78.5 
'Mo -26.I ~.3 -30.4 2.1 

TOTAL $m 2574.2 . ·2494;7· 2692.4 2719.2 2619.1 
'Mo 14.0' ,),di ... 1.0 -3.7 

The Budget and forward estimates do not include any allowance for Common­
wealth sector wage and salary increases after the Budget in each year. An allowance 
for such increases is included in 9C. Contingency Reserve. 

• Total Admioistratil'e Senices outlays decrease by $89.5m or 
3.5% (9.3% in real terms) in 1989-90 and existing policies 
imply an increase of 8.4%, (3.1 % real) in 1990-91, followed by 
a real decline over the remaining forward years of 10.1 %· 

• lo 1989-90, as illustrated in Chart I, outlays of an administra­
tbe nature are forecast to account for 2.9% of total Common­
wealth outlays as compared to 3.1 % in 1988-89. 
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CHART l. ADMINISTRATIVE SERVICES 

97.l'il> 

Proportion of Total Outlays and Function 
1989-90 

Total Outlays Admfnistrafive Services 

NOTE : Remainder comprises Administrativt 
Services • Other {7.4%) , Comcare ( -0.2 % } and 
Estate Management (.1.6% ), 

• The reduction in real growth in 1989-90 outlays results from: 
- the adnnt of self-government for the ACT (in 1988-89 

Sl03.5m was recorded as Commonwealth outlays under this 
sub-function); 

- new commercial operating arrangements for Australian, Con­
struction Services (ACS) such that most of the operating 
costs previously recorded under this function ($80.2m in 
1988-89), are met by fee income; 

- the introduction of rents paid by users of Commonwealth­
owned offices (Sll7.7m0 net of operating and management 
expenses); 

- the introduction of premiums payable by agencies to Com­
care to cover compensation payments to Commonwealth em­
ployees (Sl59m); 

- an increase of S31.7m in receipts of fringe benefits tax 
(FBT) paid by departments and budget-funded authorities 
(treated as an offset within outlays under this function); 

- an increase of $33.4m in receipts from sales of surplus 
property (treated as an offset within outlays); and 
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- the impact of a property rationalisation program for the 
Transport and Storage Group (TSG) (net sales receipts of 
$24m) plus interest payments by TSG to Consolidated Rev­
enue Fund ($22m) partly offset by increased funding for 
vehicles and retrenchments ($26.lm). 

• Apart from the last two, all of the above reductions in outlays 
are broadly offset by increases elsewhere in the budget figuring. 

• Partially offsetting these reductions in outlays is strong growth 
(17 .6% real) in outlays on Financial Affairs and. Fiscal Admin­
istration mainly arising from increased resource requirements 
of the Australian Taxation Office (ATO). 

• Budget measures have added a net $S7m to outlays in 1989-90 
and $548m over the forward estimates period, including: 
- the ATO computer system re-development and re-equipment 

project ($18.6m in 1989-90 and $37.lm, $73.2m and $20.6m 
in 1990-91, 1991-92 and 1992-93 respectively, net of staff 
savings associated with the project); 

- acquisition of land in Bendigo and Ballarat and construction 
of office blocks at Logan City, Hobart, Townsville and Alice 
Springs ($12.Sm in 1989-90 and $55.7m and S:U.2m in 
1990-91 and 1991-92 respectively); 

- purchase of technical computing equipment by ACS ($6.4m 
in 1989-90 and $9.0m and S2.9m in 1990-91 and 1991-92 
respectively); 

- additional funding of $10m a year from 1990-91 for the 
development of skills in public sector management. 

- establishment of a new superannuation scheme for Common­
wealth employees ($8.0m in 1989-90, and $49.0m, $65.9m 
and S64.3m in 1990-91, 1991-92 and 1992-93 respectively); 

- establishment of the Bureau of Immigration Research and 
the Immigration Review Tribunal, and implementation of an 
improved system for selecting immigrants ($17.2m in 
1989-90, $18.Sm in 1990-91 and S17.8m in later years; and 

- property sales estimated at $37.6m in 1989-90. 

3.300 

PURPOSE 

This function provides for a wide range of administrative services not related to 
other specific functions. Outlays include: 

• running costs and other outlays ofthe Departments of Treasury and Finance, 
the ATO and the Australian Bureau of Statistics (ABS); the Australian 
Customs Service (excluding Coastwatch); the Departments of the Prime Min­
ister and Cabinet, of the Arts, Sport, the Environment, Tourism. and Territo­
ries, of Immigration, Local Government and Ethnic Affairs, and of 
Administrative Services; and a number of other smaller agencies; 

• costs incurred· in developing and managing the Commonwealth's real estate 
(mainly in relation to office accommodation) net of the return on the estate 
and of sales proceeds; 

• common business services provided by agencies within. the Administrative 
Services portfolio; 

• net superannuation payments to former Commonwealth employees and former 
Members of Parliament; 

• net compensation payments to Commonwealth employees; 

• FBT paid by departments and budget-funded authorities. 

TRENDS IN ADMINISTRATIVE SERVICES OUTLAYS 

Chart 2 below shows that outlays on administrative services grew rapidly over 
the seven years ending 1986-87, averaging 6.1% a year real. The main components 
contributing to the strong growth pattern were: 

• net superannuation payments (8.1% real a year); and 

• running costs and other outlays involved in Financial Affairs and Fiscal 
Administration (7. 7% real a year) mainly owing to growth in the ATO. 

Outlays fell in real terms in 1987-88 but not so sharply as to prevent moderate 
real outlays growth over the two years ended 1988-89. The main features of this 
period were the continued strong growth in net superannuation payments; the 
introduction/extension of user charging in common services for transport, survey 
and construction (resulting in lower outlays under this function offset by incrcascs­
appropriated to user departments-across other functions); and, following the 
introduction of FBT in 1986-87 on departments and budget-funded authorities, the 
appearance of FBT receipts under this function (with a full year effect in 
1987-88). 
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CHART 2. ADMINISTRATIVE SERVICES 
Composition - (1984-85 Prices) . 

$Billion 

2.5 ,-----------------~ 
Oo1h .. 

2.0 

1.5 

1.0 

0.5 

~Comcare 

~Super 

~AdmlnofACT 

~Stats 

!M1F1n & Admln 

··Estate Mgt 
0.0 ,~ ....... =-=c=~""-'=-=~!l-ll.l=i..t!i1ll-liiii;il..ffil!l..Ji~· 

Excluding common services applying user charging, FBT and the introduction 
of new compensation arrangements under this function in 1987-88 real outlays of 
other services increased by 6% a year over the nine years ended 1988-89. 

Estimated real outlays increase in 1990-91 and fall in later years. This trend 
arises from: 

• a decrease in Financial Affairs and Fiscal Administration owing mainly to a 
reduction in funding for interest on overpayments as the level' of outstanding 
appeals against A TO tax assessments is reduced, and the impact of the 
redevelopment and re-equipment of A TO systems on which outlays are 
expected to peak in 1991-92 and decline thereafter; 

• a peak in 1991-92 in the resource requirements of ABS to process the 1991 
Census of Population and Housing; 

• substantial growth in net superannuation outlays in 1990-91 resulting from the 
introduction of the new superannuation scheme for Commonwealth employees 
and payments associated with retrenchments, followed by a fall in 1991-92 
when known and anticipated retrenchments of Commonwealth public servants 
are expected to conclude; 

• a peak in 1990-91 in construction of Commonwealth office blocks; 

• a decrease in 1990-91 and 1991-92 in outlays under Administrative Services­
Other as a result of: 

- the wind-down of an operating subsidy being provided to ACS until 
30 June 1991, and an expected increase in the balance of the ACS trust 
account from 1990-91; 

3.302 

- the one-off payment in 1989-90 to the TSG trust account for working 
capital (mainly to purchase additional vehicles), and a decline in the costs 
(mainly for voluntary retirements) associated with moving to a more 
commercial organisation; 

- continued growth in FBT receipts from departments and budget-funded 
authorities. 

MAJOR POLICY CHANGES 

An important policy change under this function has been the progressive 
extension of user charging and commercialisation of common services agencies 
within the Administrative Services portfolio. A major development in this regard 
was the extension, in 1987-88, of user charging by TSG. User charging was extended 
in I 988 to cover services provided by ACS and the Australian Survey and Land 
Information Group (AUSLIG); and in 1989-90 to services provided by the Austra­
lian Property Group (APG) including office accommodation. User departments' 
budgets have been supplemented for the increased costs of these charges. A further 
step towards commercialisation was taken in July 1989 with APG, ACS and 
AUSLIG commencing operations under Group Two trust accounts. In the forward 
years user charging and the trust account mode of operation is to be extended to 
cover the Purchasing and Sales Group (PSG). 

A major policy change affecting outlays in 1989-90 and the forward years is the 
redevelopment and re-equipment of ATO systems which will add $1 SOm to outlays 
between 1989-90 and 1991-92. 

1988-89 OUTCOME 

The major reason for higher than expected outlays in this function in 1988-89 
(up $177:3m or 7.4%) is the increase in the number of Commonwealth employees 
who were retrenched and who elected to receive a lump sum payment of superan­
nuation entitlements on retrenchment (a net $117.0m). In addition, there were 
higher outlays because of the voluntary redundancies of a large number of ACS 
staff ($31.4m), lower than expected recovery of fees by the AUSLIG ($12.3m) and 
higher than expected outlays under the TSG trust account ($18.0m) due to 
accelerated deliveries of vehicles late in the year not offset by vehicle sales. A TO 
outlays on interest and overpayments also increased by $19.0m. Those increases 
were. partly offset by reduced ATO outlays on plant and equipment (-$27.0m); 
reduced loan• management expenses of the Treasury (-SS.Om); reduced outlays on 
administration of the ACT (-$8.7m), which reflects self-government from 
11 May 1989; lower than expected compensation payments to Commonwealth 
employees (-$9.8m); and by higher than expected collection of FBT from depart­
ments and budget-funded agencies ($17.3m). 
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8E.l FINANCIAL AFFAIRS AND FISCAL ADMINISTRATION 

This sub-function provides for the running costs and other outlays of the 
Departments of the Treasury and Finance, the A TO, the Australian Customs 
Service excluding Coastwatch, the Australian Audit Office (AAO), the Insurance 
and Superannuation Commission, (JSC) and a number of smaller agencies. 

A breakdown of outlays according to the main agencies is shown in Chart 3 
below. 

Chart 3. FINANCIAL AFFAIRS AND FISCAL 
ADMINISTRATION 

1989·90 OUTLAYS BY AGENCY 

TOTAL OUTLA VS $1,379.4m 

Trends 

Outlays under this sub-function have grown at an average annual rate of S.3% 
real over the nine years to I 988-89. The A TO has accounted for over 80% of that 
real increase. It has grown to meet increases in, the size of the taxpayer population 
and to implement a range of measures designed to address !ax avoidance and bring 
greater efficiency and equity in taxation administration. Growth in outlays of the 
Australian Customs Service has accounted for most of the remainder of the real 
outlays growth largely reflecting increases in 1982-83 when its functions were 
reconstituted in the then Department of Industry and Commence. 

The strong increase in outlays in 1989-90 reflects estimated resources for ATO's 
redevelopment and re-equipment project. This project will modernise ATO's oper· 
ations to produce a more efficient and effective organisation. The project is esti· 
mated to cost Sl 140m over 12 years and will result in savings of 3000 staff by the 
year 1998-99. Estimated 1989·90 outlays for ATO modernisation arc $160m, an 
increase of approximately SlS2m on project outlays in 1988-89 (1989-90 outlays 
include funding for design work associated with the construction of a purpose-built 
computer centre for ATO). 
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The bulk of the remaining increases in 1989-90 under the sub-function covers 
price increases for administrative costs, the introduction of property operating 
expenses and user charging by the Department of Administrative Services for 
accommodation services; the full year effects of accommodation associated with 
previous ATO initiatives; and additional funding for the A TO to cover an expected 
increase in interest on overpayments as the level of outstanding appeal cases is 
reduced. Minor measures affecting the sub-function include the purchase in 
1989-90 of a new surveillance vessel for the Australian Customs Service (Sl.9m), 
and additional resources for the ISC to administer the Reasonable Benefit Limits 
($2.7m in 1989-90 declining in later years). 

Real outlays arc estimated to fall by 1.9% a year over the forward years., This 
reflects slower growth for the A TO, mainly resulting from reduced requirements for 
funding associated with interest on overpayments as the A TO expects to reduce the 
level of outstanding appeals, and the impact of the A TO redevelopment and re­
equipment project for which outlays peak in 1991-92. 

The AAO's information technology is being upgraded over the period 1987-88 
to 1990-91. This involves a major computer acquisition with an estimated cost of 
some $20 million over the period. 

8E.2 STATISTICAL SERVICES 

This sub-function covers the statistical services for governments and the corn· 
munity delivered by the ABS. 

Trends 

Over the 9 years ended 1988-89 growth in real outlays averaged 3.2% a year 
under this sub-function. However, the ABS has a cyclical program of surveys which 
results in fluctuations in the level of outlays from year to year. The largest of these 
surveys is the Census of Population and Housing (the Census) which caused peaks 
in census processing years 1981-82 and 1985-86. A further peak is expected in 
1991-92. The reduction in outlays in 1992-93 reflects the end of the main processing 
associated with the 1991 Census. To ensure the confidentiality of its da!a is 
maintained, the ABS is to upgrade its physical and communications security systems 
at a cost of $2.lm over the period to 1991-92. 

Major Policy Ch4nges 

The ABS is conducting a major review of its economic statistics strategy. The 
evaluation will assess the, changes required to ABS, statistical systems to ensure that 
government and the community continue to have available high quality and relevant 
economic statistics suitable for informed decision making; research and community 
discussion. 
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8E.3 ADMINISTRATION OF ACT NEC 

Outlays under this sub-function include works and services in the ACT of a 
general nature that cannot readily be classified under other functions. 

Trends 

Historically outlays under this sub-function have been a relatively small part of 
total outlays under the function. 

In 1984-85 they increased substantially reftecting the first major transfer of 
functions to the ACT from Commonwealth departments. Outlays increased again 
in subsequent years as further functions were transferred and as costs attributable 
to the ACT were allocated to the sub-function. 

As noted in the Overview, outlays. in 1989-90 are zero reftecting the advent of 
self-government for the ACT from l I May 1989. 

8E.4 ESTATE MANAGEMENT 

This sub-function covers Commonwealth "landlord" responsibilities in relation 
to office accommodation. Included in this sub-function are the costs of management 
and development of the Commonwealth-owned estate, net of proceeds from dispos­
als and the return to the Commonwealth on its investment. 

Management responsibility rests with the Estate Management area of the APG 
and is funded by_ direct appropriation. (The other and larger arm of the APG, 
which provides services at commercial fees and operates under trust account 
arrangements, is included under Administrative Services-Other.) 

Trends 

Outlays under this sub-function can be substantially affected by large capital 
items such as construction or disposal of property. This has been evident since the 
mid-1980s with significant negative outlay results in 1986-87 (in particular) and 
1987-88, returning to positive in 1988-89. 

The main contributing factors were: 

• a large rise in the level of property sales in 1986-87 when receipts increased 
almost five fold on the 1985-86 level. This was brought about by a specific 
government initiative to rationalise Commonwealth real property holdings by 
disposing of surplus or uneconomic properties. While fluctuating from year to 
year disposals have generally remained at a high level since 1986-87. (Major 
sales of Commonwealth office blocks in Sydney and Melbourne arc reflected 
in 9D Asset Sales.); 

• the decision in 1983-84 to purchase ten new office blocks by annual instalments 
at a total cost then estimated at S277.8m including those at Rockhampton, 
MacKay, Cairns, Fremantle, Dubbo, Port Pirie, Phillip Street-Sydney, Wol­
longong and Parramatta. Construction of these projects was completed by 
1987-88 when payment by annual instalments began; 
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• the committal to construct new Commonwealth Offices in Melbourne (Cassel· 
den Place; $!94~2m. over four years) and Sydney (Haymarket; $170.7m over 
four years); and 

• the introduction of charging in 1988-89 for design and construction supervision 
work provided by ACS ($25.2m). 

In 1989-90, outlays on Estate Management arc estimated at -$40.4m repre­
senting a $76.Sm decrease on the 1988-89 outcome. This mainly reflects increased 
real property sales of $33.4m in t 989-90 and inclusion of the net return to the 
Commonwealth on its investment in the office estate ($117. 7m) within the sub­
function. From 1989-90 users of Commonwealth-owned office accommodation must 
pay rent to APO (budget dependent users are being supplemented to meet these 
costs, thus transferring costs between this sub-function and other functions and sub­
functions). 

These reductions arc offset by increases in outlays deriving from the Common· 
wealth's office construction program,. in particular progress on new Commonwealth 
offices in Sydney (Haymarket) and Melbourne (Cassclden Place) ($79.2m in 
1989-90) and fees for services to the Estate paid by the Estate Manager to the 
APG trust account established as part of tho move to commercial arrangements 
($2S.2m). 

Budget. Measures 

As noted in the Overview, tho Government has decided that Commonwealth 
offices will be constructed' at Logan City, Hobart, Townsvillo and Alice Springs at 
a total cost of $98~9m ($9.9m in 1989·90). 

In addition, acquisitions for Commonwealth office sites were approved for 
Bendigo and Ballarat at a total cost of $2.6m. ' 

Tho Government has decided to sell Gowrie Hostel in the ACT, a law courts 
site in Brisbane (Herschel St) and surplus land ai Lady Davidson Hospital (Sydney) 
and not to extend the Commonwealth.State I.and Exchange Agreement with tho 
NSW Government. Tho estimates for 1989-90 allow for the recovery of the balance 
owing to tho Commonwealth under the Agreement ($18.9m). 

In the 1988-89 Budget the Government agreed to a pre-commitment lease of a 
building for the Department of Social Security's national headquarters at Tuggera· 
nong, ACT. A contract for the project will be signed in 1989·90 but there will be 
no impact on the budget until construction is completed and rental payments 
commence. This is expected in 1992-93. 

8E.S NET SUPERANNUATION PAYMENTS 

This item covers part of tho provision by tho Commonwealth of comprehensive 
oix:upational superannuation schemes for employees and Members of Parliament. 
Benefits for former employees arc provided under the Superannuation Acts 1922 
and /976 and for former Members of Parliament under the Parliamentary Contril>­
utory Superannuation Scheme 1948. Payments to SA and Tas in respect of 
superannuation benefits for former railway employees arc also covered. 
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Superannuation benefits for defence force personnel and former employees of 
agencies classified by the ABS as Public Trading Enterprises, (PT£?) such as the 
Australian Postal and Telecommunications Corporations arc excluded. Estimates, 
which include outlays, relating to the PTEs arc shown in the Finance portfolio 
estimates in Budget Paper No 3, Portfolio Program, Estimates 1989-90. 

The figures shown arc net of employer contributions by Commonwealth author­
ities, amounts paid into the Consolidated Revenue Fund from the Superannuation 
Fund and contributions by parliamentarians to their superannuation scheme. 

Trends 

Outlays increased by 18.3% a year (9.0% in real terms) over the nine years 
ended 1988-89, rcllecting increasing numbers of beneficiaries and rates of pension 
benefits, including annual pension increases. Increasing employer superannuation 
contributions by a growing number of Commonwealth authorities have offset the 
growth in expenditure. In recent ycsrs, programs of staff retrenchments have 
contributed substantially to increased outlays. As most retrenchment benefits arc 
paid as lump sums the effect docs not carry into future years (indeed,, for the most 
part, such lump sum payments, being forward superannuation commitments, would 
have been paid in, the future). 

Major Policy Changes 

The Government has decided that those employers who alrcsdy meet their share 
of employer funded benefits should pay the proportion of costs incurred by the 
Australian Government Retirement Benefits Office in administering the scheme on 
their behalf. The estimated decrease in outlays resulting from this change is $6.S 
million in 1989-90 and $6. 7 million a year in the forward ycsrs. 

The ACT Government has decided to adopt the emerging cost method of 
meeting employer superannuation costs from I July 1989, rather than continue with 
the pay-as-you-go method that applied to ACT agencies prior to self-government. 
The estimated incrcssc in outlays, under this sub-function, rcftecting this decision is 
SS6.2m in 1989-90. · 

Forward estimates rcftect the Government's decision to establish a new super­
annuation scheme for Commonwealth employees, giving members of the existing 
scheme an option to transfer to the new scheme. The new superannuation scheme 
is expected to increase outlays in the short term but provide net longer term savings 
in excess of 2% of salaries. Details of the new scheme will be announced shortly 
after the Budget. 

Forward estimates also rcllect the decisions by the Government: 

• to allow government business enterprises to establish their own superannuation 
schemes; 

• to restore the base for pension incrcssc purposes of those pensions affected by 
the 2 per cent discount in the rate of increase applied in 1986-87 (announced 
in the April Economic Statement); and 

• an expected increase in the number of pensions and average level of benefits 
payable. 
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8E.6 COMMONWEALTH EMPLOYEES' COMPENSATION 

Outlays under this 'heading appeared for the first time in this function last year 
as a part year effect. Before the implementation of the Commonwealth Employees' 
Rehabilitation and Compensation Act 1988 from 1 December 1988, compensation 
outlays were recorded' against the administrative component of each function. 

Commonwealth employees are eligible for workers' compensation for injuries or 
?iseases arising.from their employment. New "no fault" compensation arrangements 
introduced dunng 1988-89 embody incapacity payments related to income, limita­
tions on access to common law,. improved lump sums for permanent impairment 
and non-economic loss, and cessation of payments at age 65. Medical and other 
costs arc met by the Commonwealth, including contributions towards the costs of 
home care. Increased emphasis on rehabilitation, workplace safety and improved 
case management is intended to assist incapacitated employees to return to suitable 
productive work as soon as practicable, thereby reducing the human and financial 
costs of work related injury. 

Trends 

Until December 1988, compensation outlays were recorded as part of the 
administrative costs of other functions. The 1987-88 annual report of the former 
Office for Commonwealth Employees' Compensation indicates that while the inci­
dence of new claims appears to have stabilised at 59.9 claims per thousand 
employees, long term cases continue to increase in number and in cost. Over the 
period 1978-79 to 1987-88, compensation outlays increased by S 18 l m or 494% in 
nominal terms and S l 37m and 169% in real terms. 

The Government's compensation reforms, introduced during 1988-89 arc de­
signed to arrest this trend through better compensation management and' rehabili­
tation initiatives as well as to remove anomalies such as payment of incapacity 
benefits beyond the maximum retiring age and doubling up of compensation and 
superannuation benefits. These initiatives should shorten average claim duration by 
providing extra assistance and incentives to return to work. Lower outlays in the 
medium to long term can therefore be expected. In the shorter term, estimates of 
outlays rcllcct existing claims. Moreover, outlays over the forward estimates rellcct 
the additional costs of transitional arrangements which provided incrcsscs for almost 
all current employees and some former employees receiving compensation. 

Outlays, on administrative expenses associated with the compensation sub-func­
tion are expected to decline by $5.Sm from 1988-89 to 1989-90, rellecting reduced 
rcquir~'?•n.ts after the initial costs of establishing the Commission for the Safety, 
Rchab1htat1on and Compensation of Commonwealth Employees (Comcare). 
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M ajar Policy Changes 

From 1 July 1989, Comcare will implement. a notional fully funded premium 
scheme. Under these arrangements, agencies will pay compensation premiums to 
the Consolidated Revenue Fund but Comcarc will receive appropriations through 
the budget to meet compensation costs on an annual cash basis. Premium arrange­
ments arc designed to provide managers with financial incentives to improve 
compensation management, and hence reduce costs, by requiring managers. to meet 
increased premium CO?ts within current funding allocations. Conversely, managers 
may retain the benefit of reduced premiums. In the budget funded sector, one-off 
supplementation (to be reviewed in twelve months) will be provided to agencies' 
running costs base to meet the initial cost of Comcare's premium. 

BE.7 

SE.7 ADMINISTRATIVE SERVICES-OTHER 

O.partm•nls-

Prim• Minister and Cabinet .. 
Art•, Sport, the Environment, $m 

Tourlam and Territorin % 

Immigration, Local Government $m 

and Ethnic Affair• % 

Administrative Services $m .. 
Other $m 

Common ServicH-

Prlnting and Publishing Sm .. 
Survey and Land Information $m 

nantpart and storage 

Purchallng and OlspoMI 

ConttrucUon 

Property 

.. 
$m .. 
$m .. 
$m .. 
$m 

1988-89 '1989"90.:.;1990-91 1991-92 1992-93 
Actual · :SildClfi/Estlmat& Estimate Estimate 

43.5: .•• #,9' 54.6 

-:.;·. 1:! 
21.S :·. ·.&.6• 

24 . .f 

22.6 
-25.1 

167:6 
1.0 

40.0 
-111.1 

9.9 
7.3 

-2.1 ·· ,.t -o.8 
-124.1 · ·. n.~· · -1111."' 
24.5 '. 23k' 18.3 

56.5 
3.3 

22.4 
-0.I 

171.9 
2.e 

37.2 
-7.0 

10.5 
6.1 

-0.8 
-0.1 

16.7 

58.8 
4.2 

23.1 
3.2 

178.5 
u 

39.1 
5.1 

10.9 
4.6 

-0.7 
-13.1 

16.8 
-58.2 -. ·-.t;{ -U.I -#.& 0.6 
-1.3 .. ~iziit -25.8 -29.5 -29.5 

24.4 

2.0 
14.4 

-1.4 
0.1 

-0.7 
&.I ~·.. -'141 -167.Z -60.2 

so.2 · · · 3§:1. -0.8 -22.5 -26.& 
-44.I ·:.#.ii -102.3 

21.9 ..... ;~ -4.9 
n.•. 

-4.9 
11.1 

-4.9 
% 63.S *i1ti.I·· IS.4 

FBT-0.partment,.ndAgencioa $m -132.3 -i64.0 -172.2 -179.1 -186.3 

TOTAL Sm 
.. --::-::z:;:7.=-4~°"· ;:;·'':::.~:::o,.,· --,,.,..,;5::;.o:__,,,,4;:,.o;.-_=i-4.'=40 

303.9 . '1&22. 110.5 76.9 78.5 .. -26,I -40.0' -!111.3 ...J0.4 2.1 
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This sub-function covers operational expenses of several departments and of 
common service providing agencies in the Department of Administrative Services. 
Receipts of FBT payments by budget-funded. departments and agencies arc also 
credited to this sub-function. 

Departmental outlays under this sub-function relate to administration costs not 
elsewhere classified. This includes the Department of Prime Minister and Cabinet 
(State occasions and official hospitality, women's programs, the Ombudsman's Office 
and the Public Service Commission), the Department of Arts, Sport, the Environ­
ment, Tourism and Territories (administration of Territories), the Department of 
Immigration, Local Government and Ethnic Affairs (DILGEA) (migration and 
visitor-entry program and the granting of citiienship), the Department of Adminis­
trative Services, and administrative review bodies such as the Administrative Ap­
peals Tribunal and the Administrative Review Council. 

Common service agencies included arc: 
• the Australian Government Publishing Service ( AGPS) which meets the 

publishing and printing requirements of Commonwealth government agencies; 
• AUSLIG, responsible for survey mapping, geodesy, remote sensing and land 

information services and specialist advice to government on these matters; 
• TSO which provides car hire (self-drive and car with driver), storage, freight 

and removal services for government and certain non-government clients; 
• PSG which supplies non-property purchasing and disposal services to Com­

monwealth agencies; 
• ACS which supplies planning, design, construction supervision, and repairs and 

maintenance services for the government as well as a range of public interest 
activities relating to the building and construction industry; and 

• the property services arm of the APO which is responsible for a range of 
property services such as the provision of office accommodation and advice on 
the purchase and sale of property. 

Trends 
Outlays under this sub-function fluctuated from year to year but remained fairly 

steady in real terms from 1979-80 until 1987-88 when they began to decline, a trend 
which has continuechince that time. Behind the reduction.in.outlays is the extension 
of user charging for various services. Under user charging arrangements the costs of 
the service arc recorded under the functions to which the user agency is classified. 
Other factors in the reduction were the introduction, in 1986-87, of FBT to 
departments and budget-funded authorities, and the abolition of the Public Service 
Board in 1987. 

Partially offsetting the above reduction arc increased real outlays on migra­
tion, visitor-entry and citizenship programs of DILGEA. Real grow1h in outlays in 
1989-90 reflects mainly further implementation of the recommendations of the 
Committee to Advise on Australia's Immigration Policies. 
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Major Polley Changes 

Charging for AUSLIG and ACS services was introduced in January and July 
1988 respectively. In July 1989, charging was introduced for property services 
provided by APG and at that time these three agencies moved their operations 
onto a commercial footing, with funding through Group Two trust accounts. 

At inception, each of the trust accounts was provided with working capital. 
While these provisions will be drawn down at times during the year. they arc not 
expected to add significantly to outlays for 1989-90 as a whole. 

The above three agencies arc also each to receive budget appropriations for 
services to be provided to the government and the community for which fees cannot 
be readily charged. In 1989-90 the amounts arc $19.9m for AUSLIG (mainly to 
cover mapping and remote sensing functions), $6.8m for ACS and $4.6m for the 
APG. 

ACS is also to receive budget funding to upgrade its technical computing 
capability (S6.4m in 1989-90 and $9.0m and $2.9m in 1990-91 and 1991-92) and 
an operating subsidy ($23.lm in 1989-90, reducing in 1990-91) to case its transition 
to a more competitive commercial operation. 

The reduction in outlays by the PSG in 1989-90 reflects the introduction of 
commercially-based charges for its services from I July 1989; before it begins 
operating as a commercial agency funded through a Group Two trust account in 
1990-91. 

The estimates for TSG largely reflect five clements: 

• property rationalisation resulting in net receipts of $24.0m in 1989-90. and 
$6.0m in 1990-91; 

• costs of voluntary redundancies as TSG restructures and consolidates to 
improve its commercial viability, $19.2m in 1989-90 and $10.lm in 1990-91 
(the additional costs of superannuation payments arc recorded under the Net 
Superannuation Payments· sub-function); 

• lower staffing costs resulting from the above redundancies (reductions of 
S4.2m, SI 1.6m, and $14.0m in 1989-90, 1990-91 and 1991-92); 

• a need for additional working. capital mainly to cover a larger vehicle fleet 
(Sl2m is appropriated in 1989-90, which will be supplemented by internally 
generated funds); and 

• TSG's projected on-going performance which is expected to show a moderately 
increasing surplus over the period-TSO is to make a payment to the Budget 
representing the return to the Commonwealth on capital employed ($22m i~ 
1989-90). 

AUSLIG's estimates include $6.2m in 1989-90 ($S.3m in 1990-91 and $6.0m in 
1991-92) for its revision mapping program. The future of the program will be 
reviewed before the 1992-93 budget. 

Additional funding of $10.0m a year is being provided to the Public Service 
Commission in 1990-91 and subsequent years for development of skills in public 
sector management as an imponant clement in the Government's handling of the 
award restructuring process in the area of Commonwealth employment. 
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Further implementation of the recommendations of the Committee to Advise 
on. Australia's Immigration Policies will add to outlays in 1989-90 including: 

• $6.9m for the ·introduction of a new two-tiered system for reviewing appeals 
against immigration decisions; 

• $S.6m to complete the implementation of the new system for selecting migrants 
and determining resident and refugee status; and 

• $3.0m to establish a Bureau of Immigration Research. 
$S.7m (including $0.6m in 1989-90) is being provided to the Office of Multicultural 
Affairs for a major community information campaign over the next three years. A 
further SO.Sm over three years is also being provided to the Administrative Review 
Council to examine the process of administrative decision making in a multicultural 

context. 

FURTHER REFERENCES 

Annual Reports. particularly those of the Departments of the Treasury: Finance: 
Prime Minister and Cabinet; Arts, Sport, the Environment, Tourism and Territo­
ries; Immigration, Local Government and Ethnic Affairs; Industrial Relations; 
Administrative Services and the Australian Taxation Office, Australian Bureau of 
Statistics; Australian Customs Service, Australian Government Retirement Benefits 
Office, the Australian Audit Office, and the Office of the Commissioner for 

Employus' Compensation. 

Budget Paper No 2 Appropriation Bills 
Budget Paper No 3 Portfolio Program Estimates 1989-90 
Budget Related Paper No 5 Commonwealth Capital Works Program 1989-90 (in 
relation to construction and jitout of Commonwealth offices) 
Budget Related Paper No 8 Portfolio Explanatory Notes for the abovementioned 

portfolios 
Commission for the Safety,. Rehabilitation and Compensation of Commonwealth 
Employees promotional material (available from Comcare· State Offices) 

Commonwealth Superannuation Scheme: A Report on the Long-Term Costs by 
the Australian Government Actuary, May 1986 
Economic Statement April 1989: Restoration of Commonwealth Superannuation 
Scheme (CSS) Pension Bas• (page 88) 
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9, NOT ALLOCATED TO FUNCTION 

This category covers outlays to the States, Territories and for local 
government that are not elsewhere classified, public debt interest 
outlays, a contingency reserve for prospective wage and salary in­
creases and other uncertainties in the estimates, and the proceeds 
from asset sales. 

9A. ASSISTANCE TO OTHER GOVERNMENTS, NEC 

OVERVIEW 

1988-89 ;1989,90;1990-91 1991-92 1992-93 
Actual ' .. Biidiltii: 'estimate Estimate Estimate 

8A.1 G•n•r•l Revenue Assistance- Sm 12972.8 :-13219;0:· 14016.1 14590.8 15145.3 
StatH and T•«ltoriH % -11.0 ::·'. ;'~-:: IJ.O 4.1 3.8 

9A.2 General Capital Aatiatance- Sm 94.0 . ·.52.~'' 160.8 161.2 161.6 
StalH and TerritOfiet % -172.3 ··~i: :ZOU 0.2 o.z 

9A.3 Debi Auiltance - States Sm 50.7 :S0.6' 50.5 50.4 50.3 
and NT % -2.0 . . ..().t· -0.Z -0.2 -0.Z 

11A.4 Astlnnce tor Local Government Sm 663.8 ··ea1;0. 729.5 758.4 786.3 
% 3.5. ~:s. ~.2 4.0 3.7 

9A.5 Tru• Account Transactions- ACT $m -280.9 
% n.a. °'111'!·0 n.a. n.a. n.a. 

9A.8 Natural Disaster Relief Sm 29.8. .. "'17.0. -17.6 -14.6 -13.2 
% n.•. ~1sr.o: 3.• -17.0 -IJ.7 

8A..7 Other Auiltance nee Sm 75.3 .. •14°.~' 55.4 57.2 59.3 
% 12T.O ·"i1i.i•. n.a. 3.2 $.7 

TOTAi. Sm 13605.5 · 1397];7 .14994.8 15603.4 16189.5 
% -u .. ... :.-1.7, 7.3 •.1 3.8 

• Total outlays for this function. increase by $372.2m or 2.7% in 
1989-90 (-3.4% in real terms or -4.3% excluding assistance 
to the ACT, nee and some one-off ACT trust account transac­
tions in 1988-89), The forward estimates project a real increase 
of 2.2 % in 1990-91, and negligible real change thereafter. 

• As illustrated in Chart 1, in 1989-90 Assistance to Other 
Governments,. nee is estimated to account for 16.1 % of total 
Commonwealth outlays, 0.5 percentage points less than in 
1988-89 (excluding the ACT, they comprise 15.6% of total 
budgeted outlays in 1989-90, a fall of 0.6 percentage points): 
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CHART 1. ASSISTANCE TO OTHER GOVERNMENTS, nee 
Proportion of Total Outlays and Function 

1989·90 

Total Outlays Olhtr Govl!rnments 

• General revenue assistance to the States and Territories domi­
nates the function, accounting for 94.6% of outlays in 1989-90. 
General purpose assistance for local government, the next larg­
est category, constitutes 4.9%. 

• Excluding the effects of self-government for the ACT, growth 
in 1989-90 outlays largely reftects the forecast increase in the 
CPI in the year to March 1990, to which general revenue 
assistance to the States and Territories and general purpose 
assistance for local government are linked, net of savings meas­
ures. 

• Savings measures have reduced outlays by $617.9m relative to 
the previous published forward estimate of outlays under this 
function for 1989-90. These include: 
- a net $550m from general revenue assistance to the States; 
- $29.3m from general purpose assistance for local government; 
- S21.3m from aeneral purpose assistance to the ACT which is 

to be transferred to a trust account for the purpose of 
providing transitional assistance to the ACT in future years; 
and 

- $17.3m from natural disaster relief because of the exclusion 
of drought as an eligible disaster. 
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• New policies add only S25.2m to functional outlays in 1989-90. 
This occurs because the decision announced in the May Eco­
nomic Statement 1988, that grants for local government in 
1989-90 would be reduced by 90% of the additional revenue 
resulting from the removal of the exemption for Telecom and 
Australia Post from local government taxes and charges, bas 
been revoked. The net savings in general purpose assistance for 
local government in 1989-90 therefore amount to $4.lm. 
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i ,, 
PURPOSE 

The Commonwealth aims to minimise vertical and horizontal fiscal imbalance 
between levels of government, consistent with achieving its overall macroeconomic 
policy objectives. 

NATURE OF ASSISTANCE TO OTHER GOVERNMENTS; NEC 

Outlays under this function include: 

• general revenue grants and general purpose capital assistance to the States and 
Territories, and assistance to the States for the servicing of their debt; 

• general purpose grants to the States and Territories for local government; 

• natural disaster relief and restoration; 
• other assistance to governments nee, including assistance to Tasmania related 

to the termination of the Gordon-below-Franklin hydro-electric scheme, a 
grant to the NT in lieu of uranium royalties, and assistance to the ACT to 
fund Canberra's role as the national capital; and 

• for 1988-89 only, ACT Trust Account transactions and payments to the ACT 
in lieu of semi-government borrowings and, for 1989-90 only, reimbursement 
by the ACT of past Commonwealth land development costs. 

Although the ACT became a self-governing Territory only on 11 May 1989, it 
received general' purpose assistance analogous to that provided to the States through­
out 1988-89. Consequently, from 1988-89 onwards, general purpose assistance and 
specific ·purpose assistance to the ACT, nee arc included under this function. 

General revenue and general capital assistance represent 'untied' grants which 
State and Territory governments can spend according to their own budgetary 
priorities. Because local government is the constitutional responsibility of State and 
Territory governments, Commonwealth general purpose assistance for local govern­
ment is classified as specific purpose or "tied" assistance to be passed on by State 
and Tel'ritory governments. Most specific purpose assistance to the States and 
Territories is classified elsewhere in this Statement under the relevant functional 
headings. A summary of total outlays to other governments is provided at the end 
of this section. 

TRENDS' IN ASSISTANCE TO OTHER GOVERNMENTS, NEC 

Real growth has lluctuated significantly over the period since 1979-80 (Chart 2). 
From 1976-77 to 1984-85, the bulk of general revenue assistance consisted of tax 
sharing grants while guarantee arrangements provided a 'ftoor' to the annual level 
of each State's grant. Over the five years to 1984-85, real growth in outlays under 
this function averaged 3.0% a year. From 1985-86 to 1988-89, however, functional 
outlays (excluding the ACT) declined in real terms, falling by S.5% a year on 
average. In 1985-86 the tax sharing arrangements for general revenue assistance to 
the States (and analogous arrangements for local government) were replaced by 
financial assistance grants linked to the CPI. 
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CHART 2. ASSISTANCE TO OTHER GOVERNMENTS 
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As illustrated in Chart 4, the overall share of general purpose payments to the 
States as against specific purpose payments rose sharply in 1981-82, following the 
introduction of identified health grants. Thereafter; the share of general purpose 
payments declined slowly, largely retlccting the gradual conversion of general 
purpose advances into loans for public housing. In 1988-89, however, the general 
purpose share dropped significantly (from 61.7% in 1987-88 to 54.2% on a 'seven 
States' basis), following the termination of identified health grants. 

CHART 4. GENERAL PURPOSE AND SPECIFIC PURPOSE 
PAYMENTS TO THE STATES 
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Because the changes in hospital and housing funding arrangements both com­
menced and ceased within the past decade, a valid comparison can be made between 
the beginning and the end of the period. Functional outlays on a 'seven State' basis 
comprise only 15.6% of total Commonwealth outlays in 1989-90, down from 22.4% 
in 1979-80, while the overall share of general purpose payments as against specific 
purpose payments fell from 60.4% in 1979-80 to an estimated 53.0% in 1989-90. 

General purpose assistance to the States and Territories and for local govern­
ment is determined annually at Premiers' Conference/Loan Council meetings. In 
the absence of forward funding commitments, the forward estimates of general 
revenue assistance to the States and Territories assume that these outlays are 
maintained in real terms (based on growth in the CPI in each year ending the 
March quarter). General purpose assistance for local government is projected to 
grow at the same rate as total general purpose payments (recurrent and capital) to 
the States. 
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MAJOR POLICY CHANGES 

Over the decade to 1989-90, policy changes and budget measures have signifi­
cantly affected functional outlays. Apart from the shift from tax sharing to financial 
assistance grants, and changes in health and public housing funding mentioned 
earlier, the transitional arrangements following self-government in the NT (from 
1979-80) and, more recently, those related to self-government in the ACT, have 
increased functionaJ outlays. 

Removal of exemptions for Commonwealth Government business enterprises 
from State and local government taxes and charges has enhanced the revenue bases 
of State, Territory and local governments and permitted reductions in general 
revenue assistance. The full-year effect of the payroll tax adjustment in respect of 
general revenue assistance in 1988-89 amounts to an estimated $194.Sm. More­
over, general revenue assistance is expected to be reduced by a further $70. 7m in 
1989-90 to reflect 90% of other StatefTcrritory taxes and charges payable for the 
first time by Telecom, Australia Post and OTC Limited, and refinement of the 
previous payroll tax adjustment. 

Strong growth in State own-source revenue over the past two years, combined 
with the macroeconomic imperative to reduce public spending in real terms, under­
lies the decisions of the 1988 and 1989 Premiers' Conferences to cut financial 
assistance grants. Including parameter effects, these savings arc estimated to total 
$1213.Sm for 1988-89 and 1989-90, 

Also, since 1988-89, special revenue assistance paid to the less populous States 
to assist their adjustment to revised Grants Commission relativities has been funded 
by reallocation of assistance between the States rather than by a separate addition 
to the total pool of financial assistance grants. 

1988-89 OUTCOME 

Outlays for this function exceeded the budget estimate by $376.lm (2.8%). 

Assistance to the ACT, nee was $271.4m higher than estimated largely because 
of payment of the accumulated balance of the 1988-89 ACT Trust Account to the 
ACT and the impact of payments to the ACT from 11 May 1989, the date' of self­
government (sec Statement No.7). 

Assistance to the six States and the NT exceeded the budget estimate by 
$104. 7m. The main reasons were: 

• the States' financial assistance grants were $91.8m above the budget estimate 
due to the higher than forecast increase in the CPI in the year to March 1989 
($85.Sm) and lower than forecast payroll tax adjustment (S6.3m); and 

• outlays on natural disaster relief and restoration were higher than expected 
(SI l.9m) following the severe flooding in NSW and floods/cyclones in Qld 
during April and May 1989. 
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9A.1 
9A.1.1 

9A.l GENERAL REVENUE ASSISTANCE TO THE STATES AND 
TERRITORIES 

1988-89 ,19119•9!)i1990-91 1991-92 1992-93 
Actual 'BudiletEstlmate Estimate Estimate 

Stat" and Northern Territory $m 12542.9 .1,2~4·7· 13581.4 14138.2 14675.4 
% -12.0 ··:u u 4.1 3.1 

9A.1.2 NJT $m 429.8 . 394:3· 434.e 452.6 469.8 
% n.a. o:tii 10.3 4.1 3.1 

TOTAL Sm 12972.8 13219.0. 1-4016.1 14590.8 15145.3 
% ..g,o ... ·i.•, e.o 4.1 3.1 

General revenue assistance to the States and Territories in 1989-90 is estimated 
to increase by 1.9% (-4.2% in real terms). 

9A.l.1 GENERAL REVENUE ASSISTANCE TO THE STATES 

1988-89 1989"90'.1990-91 1991-92 1992-93 
9A.1.1 Actual _, fi'U<iQtl Estimate Estimate Estimate 

Fi'nancfal Anlttance Grcnts Sm 12405.0 12n~.• 1358u 14139.2 14675.4 
% -12.1 3,0 u 4.1 3.1 

Special Adlustment A11i1tance Sm 88.0 45;3; 
% n.a. ~·( -100.0 n.a. n.a. 

Program Transfer A11i&tance $m 49.9 
% q,e . ... Ii:" -100.0 n.a. n.a. 

TOTAL Sm 12542.9 ·121124;7. ,, 13581.4 14138.2 14675.4 .. -12.0 .· 
.. d: u 4.1 3.1 

Commonwealth general revenue assistance to th~ six ~tales and th.e N!. ~:d 
prises, in 1989-90, ~nancial assistance grants, special adjustment asststan 
program transfer asststance. 

Financial Assistance Grants . , 
The 1989-90 estimate of $!2779.4m reflects decisions made at the Premiers 

Conference held on 18 May 1989, notably: . 
• the S595m gross reduction from the forward estimate current at that ttme (sec 

also 'Special Adjustment Assistance'); and . . e CPI 
• adjustment of financial assistance grants for the forecast mcreasc m th 

in the four quarters ending March 1990. . . . 
The budget estimate also incorporates a reduction of $68.8m which com~nscs. 

. in State and Territory tax revenue attnbutable 
, 90% of the estimated in~ 'c Statement 1988 to remove the 

to the ~ec~ionT:~::::id ~!:.>;i!'~~~7:om State taxes and charges (other 
exemption or 

9 
(S

67 7 
)• 

than payroll tax), effective 1 July 198 · m • 
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• the_ same exemption for OTC Limited was removed effective 1 April 1989 
savmg the Commonwealth $0.8m; and ' 

• further refinement of the 1988-89 payroll tax adjustment (S0.3m), 

An additional $16.Sm was deducted from the base level of financial assistance 
grants for 1989-90 to reflect the one month lag in payroll tax collections. 

Special' adjusbnent assistance amounting to $88.0m and program transfer assist­
an~e of $21.0m, provided in 1988-89, were added to the base level of financial 
assistance grants for 1989-90. Further details are provided below. 

Special Adjustment Assistance 

The distribution of financial assistance grants between the States in 1989-90 
re~e~ts !he. per capita relativities determined by the Commonwealth Grants Com­
m1ss1~n m its March 1989 update report. To ease the burden of adjustment on the 
N~, it was agreed at th~ :r•miers' Conference that $45m in special revenue 
ass1S~ance, drawn fro.m w1thm the pool of financial assistance grants, would be 
prov1~ed to the Temtory. Like the financial assistance grants, this assistance will 
be adiusted to reftect the actual outcome for the CPI, to the extent that this differs 
from the forecast at the lime of the Premiers' Conference. 

In 1988-89: spec~al adjustment assistance of $88.0m was also funded from the 
pool of financial ass1Stance grants,, This comprised $58.3m for the NT, $16.Sm for 
Tas $10.4m for SA and S2.8m for WA. 

Program Transfer Assistance 

A grant ?f $26,000 is provided to NSW in 1989-90 as a carryover of the transfer 
of .the F~lly Support Program from Commonwealth administration in 1988-89 
ThlS fundmg will be absorbed into the pool of financial assistance grants i~ 
1990-91. 

In ~~88-89, program transfer assistance amounted to $49.9m. Consistent with 
the dec1S1on taken ~t t~e 1988 Premiers' Conference, funding for the Family Support 
Program, the Vaccmallon Program, Royal Far West Children's Health Scheme and 
the Royal Queensland Bush Children's Health Scheme for 1989-90 amounting to 
$21.0m, was included in financial assistance grants, while funding for the Miscel­
laneous P?armaceutical Benefits program in 1989-90 is included in hospital grants 
(see function 3. Health). The Emergency Relief Program however has reverted to 
Com.monwealth •?ministration and has not been transferred to ~neral revenue 
fundmg (see function 4. Social Security and Welfare). 

9A.1.2 GENERAL REVENUE ASSISTANCE TO THE ACT 

9A.1.2 
General Rev.nut Graflt 

Special Alignment Aaaistance 

Program Transfer Asliatance 

TOTAL 

1988-89 1~9,!f1990-91 1991-92 1992-93 
Actual ' .. 'Budgiit'Estlmate Estimate Estimate 

$m 416.9 ' -~,3·· 434.8 452.6 469.8 
,,~,., '14> 10.3 4.1 u 

$m 12.3 :-~ .. n.•. .. -~«1.o: n .•. n.•. 
$m 0.6 , .. .. . ~1110,o,, n.e. 
Sm 429.8 .394;3;. 434.8 452.6 469.8 

'14> n.e, 4.iJ 10.3 4.1 3 •• 
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General Revenue Grant 

Under transitional financial arrangements for the self-governing ACT, Common­
wealth general purpose funding (including general revenue grants, general purpose 
capital funding and general purpose assistance for local government) is to be 
maintained in real terms until 1990-91 and moved to a basis similar to that of the 
States and the NT during the following two years. 

The funding arrangements agreed at the 1989 Premiers' Conference provide for 
the difference between the notional budget estimate for the general revenue grant 
to the ACT (based upon the real terms guarantee), and the amount which reflects 
equivalent State treatment (Sl6.3m), to be placed in the ACT Transitional Funding 
Trust Account. The principal and accrued interest will be available to assist the 
ACT during its transition to parity with State funding. The ACT Government may 
apply, over the next two years, to use funds held in this account. for projects which 
will assist its transition (see also sub-functions 9A.2.2 and 9A.4), 

The 1989-90 estimate of $394.3m also reftects: 

• adjustment of the general revenue grant for the forecast increase in the CPI 
in the four quarters ending March 1990; 

• the inclusion of $0,3m which was provided as program transfer assistance in 
1988-89 in respect of the Family Support and Vaccination programs; 

• a reduction of $1.9m relating to the removal of the exemption for Telecom, 
Australia Post and OTC from State taxes and charges (other than payroll 
tax), together with an adjustment to the base level to allow for the one month 
lag in payroll tax collections ($-0.Sm); and 

• adjustments, to the base level of the general revenue grant for 1989-90 in 
respect of the transition to self-government: 

- a reduction of $47.6m from the 1988-89 payment reftecting the decision of 
the ACT to shift from a 'pay-as-you-go' method of meeting employer costs 
of superannuation to an emerging cost payment method from I July 1989; 

- an increase of $4.4m reflecting altered funding responsibilities between the 
Commonwealth and ACT Governments consequent upon the gazettal of 
National Land in the Territory; 

- an increase of $ l 1.4m relating to supplementation for the premium to be 
paid to Comcare for its handling of the ACT Government's workers' 
compensation claims (past years' expenditure on compensation had been 
removed from the base); and 

- an increase of S4.5m for additional functions, not reftected in 1988-89 
funding, that the ACT must perform (for example administrative review, 
and valuation and legal services-in some cases the additional functions 
may be provided by the existing Commonwealth agencies on an agency 
basis). 

Special Alignment Assistance 

In 1988-89 the ACT received special alignment assistance of $12.Jm which 
principally comprised the costs of establishing the ACT Fiscus, the first ACT 
election, and temporary assistance prior to the alignment of certain specific purpose 
payments with State arrangements during the year. 
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9A.2 GENERAL PURPOSE CAPITAL ASSISTANCE 

The Commonwealth provides grants to the States to limit their need to borrow 
to finance capital works. The ACT, however, like the six States and the NT 
fo~crly, continues to receive loan assistance in addition to grants to finance its 
capital works program. 

9A.2 
OA.2.1 StatH and Northern Ter111ory 

9A.2.2 ACT 

TOTAL 

Sm 
'16 

Sm 
'16 

Sm 
'16 

1988·89 ,1,~1cr;1990.91 1991-92 1992-93 
Actual '.··Budioil\Estlmate Estimate Estimate 

9A.2.I GENERAL PURPOSE CAPITAL ASSISTANCE TO THE STATES 

9A.2.1 
Clpftal Grants 

Sinking Fund Receipts 

TOTAL 

1988·89 ,j~!Kl.""1990-91 1991-92 1992-93 
Actual ;·i1iud11ei.";.Estlma1e Estimate Estimate 

Sm ~M ~M~ ~M ~M ~M 
'16 60.0 ::/· ... ~-~ 

Sm -281.1 -207.0 ·206.6 ·206.2 
'16 
$m~oo-:;-"'i~~i'-~;:.--o:;;;;.~~~ 

,-\lei~.~-
-111.6 ........ -32.7 -0.~ -0.2 
29.4 .\J.!J' 103.5 103.9 104.3 

'16 -t~.6 .4io:o; n.a. 0.3 o.• 

At its May 1989 meeting, Loan Council approved a capital grants program of 
$310.Sm for 1989-90, the same nominal level as in 1988-89. In 1989-90, the advances 
component of the State Governments' Loan Council Program and the related NT 
~x>rrowing program which was nominated for public housing in 1988-89' ($310;Sm), 
IS to. be converted to Commonwealth grants· under the Commonwealth State 
Housmg Agreement. Further details arc provided under function 5. Housing and 
Community Amenitits, nee. 

Th~ estimate .o~ sinking fund receipts in 1989-90 includes an amount of SI 02m 
r~ft~tmg the dcc1S1on of the SA government to retire outstanding debt. This follows 
similar repayments by SA of $65m in 1988-89 and $125m in 1987-88, and a 
repayment by NSW of $8.3m in 1988-89. 
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9A2.2 GENERAL PURPOSE CAPITAL ASSISTANCE TO THE ACT 

9A.2.2 
1988-89 1989"_9Q,,1990-91 1991-92 1992-93 

Actual . :Stici;«:. 'estimate Estimate Estimate 
Capital Grant Sm 46.8 . ·····' .:29,&f 33.7 33.7 33.7 

'16 n.•. .,,,,,; ,,,,, 
C~Jtal Advance Sm 22.0 ·.:~15 26.2 26.2 26.2 

'16 n.•. .... ,i,3_ 16.6 

Rtpayrn.nt of ACT Loan a Sm -4.2 ,., :~2.a· -2.6 ·2.6 -2.5 
'16 n.& ,·: ;-iitt: -O.• -o.• -o.g 

TOTAL Sm 64.5 ·<19.1r. 57.3 57.3 57.4 
'16 n.a. ... .a.;; IU 

The 1989-90 estimate for general purpose capital assistance has been reduced 
by $4.Sm from the notional 'same real' estimate, with this amount being placed in 
the Transitional Funding Trust Account. 

The 1988-89 payment under the grant component included $9.8m as a one-off 
grant and $7.9m as temporary assistance, prior to the alignment of certain specific 
purpose payments with State arrangements during the year. 

As in the case of the States and the NT, the ACT's housing advance for 
1988-89 ($7.lm) is to be converted into grants under the Commonwealth State 
Housing Agreement in 1989-90. 

9A.3 DEBT ASSISTANCE TO THE STATES 

The Commonwealth makes payments to the National Debt Sinking Fund to 
assist the State and NT governments to redeem maturing debt incurred by the 
Commonwealth on their behalf. 

The Financial Agreement of 1927 between the Commonwealth and the six 
States limits the borrowing powers of State governments and provides for the 
Commonwealth to borrow on behalf of the States. Although the Commonwealth 
has not borrowed on behalf of the six States (or the NT) since 1986-87, sinking 
fund. contributions arc required in respect of past borrowings. 

Under the Financial Agreement Act 1976 the Commonwealth makes a contri­
bution in respect of the six States, equivalent to 0.28% of each State's net debt as 
at 30 June of the preceding year. Since 1985-86 the Commonwealth has also made 
a similar contribution each year into the NT sinking fund. 

Assistance for the servicing of the States' debt in 1988,89 totalled $50.7m. The 
budget estimate is SS0.6m and the forward estimates arc marginally lower in 
nominal terms. 
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9A.4 GENERAL PURPOSE ASSISTANCE FOR LOCAL GOVERNMENT 

.• ~1990-91 1991-92 1992-93 
9A.4 Actual·., lmate Estimate EstlmaJa 

stafeundNT "" 652.5 ,.T 716.7 7'45.4 m.r 
~ 1.7 ;..:.~·~: 

.., 4.0 #.7 
ACT "" 11.3 12.9 13.0 13.1 

~ 10.1 1.0 1.0 

TOTAL "" 663.8 729.S 758.4 786.3 
~ u .:;·c\}l(f'. u 4.0 11.7 

The Local Government (Financial Assistance) Act I 986 provides for general 
purpose assistance for local government to be p8$Sed on by the States and distrib­
uted according to criteria developed by the States' Local. Government Grants 
Commissions. The ACT receives similar assistance for its municipal budget. 

General purpose assistance for local government in 1989-90 is 3.5% higher than 
in 1988-89 (-2.6% in real terms). (This contrasts with general purpose assistance 
to the States and Territories, which is 1.6% higher than in 1988-89, or -4.S% in 
real terms.) However, whereas in 1988-89 a fixed amount was provided to the 
States, in 1989-90 grants will be adjusted according to actual movement in the CPI 
in the year to March 1990. The 1989-90 estimate of assistance for ACT local 
government functions has been reduced by SO.Sm, with this amount being placed in 
the Transitional Funding Trust Account. 

9A.S ACT TRUST ACCOUNT TRANSACTIONS 

9A.5 
Paymtnt Of Bolanc .. *"' ~ .... n.•. n.•. 
Revenue TranMctlone Sm 

~ n.•. 
TOTAL "" ~ n.a. i 

•. ;.;iOb:~\ n.•. "·•· .... 
1988-89 outlays include two specific transactions related to the ACT. The first 

reftccts the payment to the· ACT of trust account balances, nee as at self-government 
day ($209.6m), while the second represents the amount of Commonwealth pay. 
mcnts, classified to this function, that were paid to the ACT Trust Account prior 
to self-government (-$490.Sm). For an explanation of the operation of the ACT 
Trust Account in 1988·89,. sec Budget Statement No. 7. 
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9A.6 NATURAL DISASTER RELIEF 

9A.6 

Repayment• 

TOTAL 

1988-89 ; '.'1990-91 1991-92 1992-93 
Actual '.. ''.·.'Estimate Estimate Estimate 

$m 62.0 • 13.0 13.0 13.0 

~ ---32,.;n~::,~;_.cF';;.;:::'":~~;;O:"l:~"':_-...,~,,,l~::;~'--·~2-1>77.;;:! __ -~2!,;-',.;·~ 
': i:.:. .:iiit, -17;~ -~:;! -1!~ 

Commonwealth assistance under the Natural Disaster Relief Arrangements 
(NDRA) aims to assist the States and Territories to meet the unpredictable and 
sometimes large coots of providing natural disaster relief and restoration. The 
arrangements. recognise the States' primary responsibility under the Constitution for 
the administration; provision and financing of relief measures. 

From 1 July 1989 eligible disasters for Commonwealth assistance under the 
NORA comprise bushfires, cyclones, earthquakes, floods and storms. In these cases, 
the Commonwealth reimburses at least 50% of State (Territory) payments intended 
to relieve personal hardship and' distress. In addition, the Commonwealth has 
undertaken to assist when a Statc's-.total payments. for those purposes in a financial 
year exceed its assessed financial capacity. Commonwealth assistance is then deter· 
mined on a sliding scale relative to a base· set annually at 0.22S% of State annual 
general government sector revenue and grants two years earlier (the latest available 
data). Commonwealth assistance is on a. S for S basis for State outlays up to 1S% 
over the base amount, and 53 Commonwealth to $1 State thereafter. 

Some Commonwealth assistance under the NDRA is provided as concessional 
loans. These loans arc extended to individuals and business enterprises directly 
affected by natural disasters. 

The 1989-90 NDRA payments estimate of SIS.Om is substantially lower than 
actual 1988-89 payments cif $62.0m, as arc the forward estimates. Outlays in 
1988-89 were well above average, because of severe ftooding in NSW and ftoods/ 
cyclones in Qld. The reduced 1989-90 estimate is calculated as an average of 
historical State outlays, taking into account the current financial assistance formula 
and expected payments arising from disasters which occurred in previous years. The 
main change to the assistance formula in 1989-90 is the exclusion of drought as an 
eligible disaster. The· decline in repayments in 1989-90 reftccts the repayment of 
substantial loans from previous years. 

Other significant changes to NDRA introduced from 1 July 1989 arc: 

• the introduction of ceilings on the amount of Commonwealth assistance 
available in respect of single and aggregate loans and subsidies provided by 
each State/Territory; 

• inclusion of the ACT; and 
• abolition of early loan repayment arrangements. 
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9A.7 OTHER ASSISTANCE, NEC 

Gordon-he/ow-Franklin Compensation (Tas} 

Under a Memorandum of Understanding signed in 1984, the Commonwealth 
pledged financial assistance to Tasmania to offset the effects on employment and 
electricity prices of the cessation of Stage II of the Gordon River Power Develop­
ment. This assistance comprises $45.2m for employment creation, projects, which is 
expected to terminate in 1990-91, and an electricity subsidy payable from 1983-84 
to 1992-93 in ten annual instalments of $20m, indexed on January 1984 prices. 

Total Gordon-below-Franklin compensation is estimated at $33.6m in 1989-90 
compared with '$31.lm in 1988-89, an increase of 8.1% (1.6% real). The forward 
estimates project nominal increases of 1.2%, 2.1% and 4.0% for 1990-91, 1991-92 
and 1992-93 respectively. 

Grant in Ueu of Uranium Royalties (NT) 

Under the Atomic Energy Act 1953, the Commonwealth retains ownership and 
control of uranium in the NT. The Commonwealth does not, however, own and 
control uranium in the six States. Since this additional Commonwealth power in 
the NT deprives the NT government of royalties from uranium mining,, the Com­
monwealth provides a grant in lieu, at th,e royalty rate of 1.25% of gross proceeds 
of sales (less minor deductions) applying at the time of self-government. 

It is estimated that $2.9m will be payable to the NT in 1989-90, as against 
S3.2m in 1988-89. Forward estimates of this grant increase slightly. 

This item was classified as, a component of general revenue assistance in previous 
editions of Budget Paper No.I and' forward estimates reports. Simifarly,, 'Recreation 
Leave and Furlough Entitlements', paid: to the NT from 1981-82 to 1986-87, has 
been reclassified from the 'General Revenue Assistance' sub-function to this sub­
function. 

Assistance to the ACT. nee 

Payments to the ACT in 1988-89 included an advance in lieu of (off-budget) 
semi-government authority borrowings. Of the $50.9m limit available, the ACT 
drew down only $25.0m. From 1 July 1989, borrowings by ACT semi-government 
authorities are included in the 'global limits' arrangements on the same basis as 
Commonwealth and State semi-government borrowings. The ACT's 'global' borrow­
ing limit for 1989-90 is $39.Sm. 

In 1989-90 the ACT will receive an estimated $17.0m for 'national capital 
inftuenccs'. The intention of this grant is to compensate for municipal cost and 
revenue disabilities (as identified by the Commonwealth Grants Commission) arising 
from the city's status as the national capital. The forward estimates are $17.8m for 
1990-91, Sl8.6m for 1991-92 and Sl9.3m for 1992-93. 

The ACT Self-Government (Consequential Provisions} Act 1988 requires the 
ACT to pay to the Commonwealth a reasonable amount as reimbursement of past 
development costs of land for which the ACT has already received the proceeds 
from lease sales, or which has been transferred to the ACT and is available for 
lease, or which is intended to be leased or used by the ACT for commercial 
purposes. Tho one-off payment by the ACT in 1989-90 is estimated at S67.7m. 
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SUMMARY OF COMMONWEALTH OUTLAYS TO OTHER 
GOVERNMENTS 

The table below provides an overview of total Commonwealth assistance to the 
States, Territories and local government authorities in 1988-89, 1989·90 and forward 

years. 

1988-89 1G89-lil0 1990 .. 91 1991-92 1992-93 
Actual Budget Eellmate Estimate Estimate 

States and Terrltori11 

Ge~:~:,:r,'!:.~u~~.~.~~~ ................................. 12'112.s 1a21e.o 1401e.1 14seo.s 1s145.3 
379.3 3e2.8 370.4 370.4 370.4 

SU~~:.~.~~.~.:::::::::::::::::::::::::::::::::::::::::::::::: 13352.1 13581.5 14388.5 14981.2 15515.7 
Specific purpoN ut11tance 

Education........................................................ 44n.o 
Ho1pltal1......................................................... 3103.9 
Roads.............................................................. 1228.1 
Houalng ........................................................... 987 .2 
Local gowmmtnt generat purpote .................. Bea.B 
Debt a11lllanct ............................................... 50.7 
Other ............................................................... 885.2 

SUbtOlol ............................................................. 11306.8 
TOlol-ondT- ..................................... 24747.9 

Paymtnt1 direct to local gowmment ................... 11e.e 

=~~-~-~'.'.'.:'.'.~.:::::::::::::::::::: 2:::: 
Tdolootlal'tlO--ol_....,.,not ....... 24418.7 

4991.4 
3391.3 
1344.7 

963.6 
887.0 

50.6 
1094.3 

12492.8 
2tl074.3 

115.4 
28119.7 

-538.8 
2Sel50.8 

FURTHER REFERENCES 

5352.1 
3828.4 
1441.9 
963.6 
72P.5 
50.5 

1147.5 
13311.5 
2791111.1 

124.5 
27122.6 

-374.6 
27447.9 

5604.0 
3750.5 
1441.9 
963.6 
758.4 

50.4 
1184.3 

13753.1 
28714.3 

130.1 
28844.4 

-375.tl _ .. 

snu 
3920,2 
1441.9 
963.8 
788.3 

50.3 
1209.1 

14143.9 -·· 13".2 
28785.1 

-370,8 
294211.2 

Annual Reports and Explanatory Notes, Departments of Finance and the Treasury 

Budget 'Pape No; 4; Commonwealth Financial Relations with Other Levels of 

Government 
Economic Statements April 1989 and May 1988 

Economic Round-Up, June 1989, The Treasury, 

1989-90 NDRA Determination of Terms and Conditions 
Report on General Revenue Grant Relativities, 1989 Update Commonwealth Grants 

Commission 
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9B. PUBLIC DEBT INTEREST 

OVERVIEW 

88.1 Gron lnt•r•lt Payment1-

On the Commonwnlth'• Sm 4525.7 3944.3 3573.3 
Behalf '16 -1/S.1 -12.• "'1.4 

On Behalf of the State1 Sm 2042.1 2008.8 1934.5 
andTerrltorlH '16 -0.11 -1.• -3.7 

Sub-Total Gron Interest Sm 6567.7 5953.2 5507.8 
Payment• '16 -11.1 "'1.4 -7.IS 

'8.2 tnrer•lt ~lved Sm -279.8 -400.1 -578.9 
'16 1/ST.ll oQ,O +f.7 

TOTAL Sm 6288.0 5553.1 4929.0 
'16 -13.• -11.7 -11.2 

• Outlays on Public Debt Interest (PDI) are expected to 
decrease by $123.Sm or 1.7% in 1989-90 (a 7.5% reduction in 
real terms), Budget measures to accelerate collections of some 
tax receipts and the assumptions underlying the forward esti­
mates imply substantial real reductions in each of the three 
forward years. 

• In 1989-90, as illustrated in Chart 1, PDI outlays are forecast 
to account for 8.4% of total Commonwealth outlays, compared 
to 9% in 1988-89. 

• Interest on behalf of the Commonwealth, which accounts for 
about three quarters of PDI outlays, is expected to decline 
significantly as the Commonwealth continues to repay debt. 
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CHART 1. PUBLIC DEBT INTEREST 
Proportion of Total Outlays and Function 

1989-90 

n behalfofC'wllh-71.7~ 

Total Outlays Public Debt Interest 

PURPOSE 

Outlays on PD! service borrowing'! incurred by the Commonwealth on its own 
behalf and also on behalf of the States (under the Loan Council Program) and the 
Territories. 

PD! outlays are largely determined by the longer-term borrowing'! from the 
private sector which the Commonwealth primarily incurred before it moved into 
surplus in 1987-88. However, PD! is also incurred because the flow of Common­
wealth payments and receipts is not matched perfectly through the year: the 
Commonwealth issues short term securities in those quarters in which outlays and 
maturing debt exceed revenue. These short-term borrowing'! also facilitate the 
liquidity management task of the Reserve Bank. 

NATURE OF PUBLIC DEBT INTEREST OUTLAYS 

The main domestic components of PD! are interest payable on Treasury Bonds 
and the discount arising from the issue of Treasury Notes. In the case of Treasury 
Notes, the discount at which notes are issued represents the entire interest cost. 
Other components of PD! include interest payable on the Commonwealth's overseas 
debt, Australian Saving'! Bonds, Treasury Indexed. Bonds, State domestic raising'! 
and on other instruments such as Income Equalisation Deposits, and the net effect 
of any discounts and premiums arising from both the issue and the repurchase of 
long-term securities. 

Payments of interest on the debt of State and Territory governments arc treated 
as Commonwealth outlays. Reimbursement by the relevant governments of interest 
paid on these Commonwealth securities, together with interest reimbursement by 
the ACT on capital advances paid to it from I July 1988 onwards, is recorded as 
revenue under the heading 'Non-Taxation Revenue' (sec Statement No.4, Estimates 
of Rtvtnue 1989-90). 
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In addition, the Loan Consolidation and Investment Reserve (LCIR) is a 
Commonwealth trust account which receives interest on its investments in Com­
monwealth securities. Securities held by the LCIR arc acquired through Special 
Loans, transactions in domestic securities with the Reserve Bank, and as a result of 
the repurchase of foreign currency securities where early redemption is not permit­
ted by the terms of the loan agreements. In effect, the Commonwealth receives 
interest from itself and so the proceeds arc offset against the original interest 
payments. Similarily, when other Commonwealth trust accounts receive interest on 
their holdings of Commonwealth securities, these amounts arc deducted from POI 
payments to arrive at POI outlays. 

TRENDS IN PUBLIC DEBT INTEREST 

Chart 2 shows that real outlays on POI grew slowly over the period 1978-79 to 
1981-82 and then increased sharply between 1982-83 and 1986-87. Since then, POI 
outlays have declined in real terms, reflecting the movement of the Commonwealth 
budget into surplus. Further real reductions in outlays arc projected into the forward 
estimates period. 

CHART 2. PUBLIC DEBT INTEREST 
(1984-85 prices) 

$BiJHon 
8,-~~~~~~~~~~~~~~~~~~~~~~~ 

o~"-~~~~-'-~-L~-'-~-'-~"-~~~~--'~-'-~-L~-'-~ 

\q1q.%~ %~'%\ %\'%t %t.%~ %~£' "''%'> %'>·%0 %b·~1 %1-~ ~-%\~~"'·' </l>'q\ q\'qt qt•q~ 

A number of factors contribute to variations in the level of POI, including 
changes in: 

• the volume of debt; 

• the mix of debt instruments; 
• the term structure of the debt; 

• interest rates payable on that debt; and 

• the exchange rate (affecting the SA amount required to pay interest on foreign 
currency denominated debt). 
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The steady increase in POI from 1978-79 to 1981-82 resulted principally from 
increases in nominal interest rates. The sharp rise in t!tc budget deficit in 1982-83 
and 1983-84 led to a substantial increase in the volume of debt on issue and hence 
to the growth in POI. Higher average interest rates and depreciation of the SA also 
influenced POI outlays over this period. 

Some indication of the relationship between POI outlays and the budget outcome 
(and consequently the volume of debt) is provided in Chart 3. 

percent 

CHART 3. PUBLIC DEBT INTEREST 
AND BUDGET BALANCE 

as a percentage of GDP 

4.--~~~~~~~~~~~~~~~~~~~--, 

-2 

PD! 

Between 1983-84 and 1986-87, the budget deficit declined in nominal terms and 
the pace of expansion of the volume of debt slowed. However, the total stock of 
debt, as a percentage of GDP, continued to expand until the end of 1985-86. 
Growth in POI outlays also began to slow in 1985-86, but higher interest rates, the 
depreciation of the SA and an increase in the issue of Treasury Notes in 1985-86 
and 1986-87 contributed substantially to continued absolute growth in POI over 
this period. 

The movement of the budget into surplus in 1987-88 and the associated reduc­
tion in the volume of debt triggered a decline in POI in that year. Other contribu­
tory factors included lower yields on Treasury Notes and lower interest payments 
on overseas. loans. 

Although Treasury Note yields increased subsequently,. the decline in POI 
continued in 1988-89 because the substantial budget surplus permitted a reduction 
in the stock of domestic Treasury Bonds and a substantial contraction in the volume 
of overseas debt. 
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An indication of the magnitude of ovoraea.o debt com~cd with the total .•tock 
of Commonwulth debt (domestic and ovcraea.o) is provided by Chirt 4'. The. value 
of overseas debt reflects both changes in the volume of debt and movement of the 
SA. Since 1987-88, the Commonwealth bu been progressively repayi'ng overseas 
debt. Because of this, fluctuations in the value of the SA will in future have iess 
intlucncc on the value of overseas debt. 

$Biiiion 

CHART 4. COMPOSITION OF DEBT . 
at30June 
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1989:9'! and Forward Years 

9B;l GROSS INTEREST PAYMENTS 

1990-91 1991-92 1992-93 
98.1 Ima!• Estimate Estimate 
F«~-

oom...tclndOWIMle ... 3837.8 3467.1 
Borrowing• (1) 46 -1/S.8 -11.1 -'1.7 -Equoil- ... 40.8 40.8 40.8 
Dopolita 46 n.a. 

Other ... 66.3 65.7 65.4 
46 -0,I -0./S 

Sub-Total ... 3944.3 3573.3 
46 -1/S.1 -tu -'1.4 

F«-oandTorrltorie ... 
Domeltio and 0wr .... ""' 1938.0 1864.0 

Borrowlnga (I) 46 -1.1 -f.7 4.1 

a.Mno•-Ao•-1• ""' 64.0 61.0 58.0 
46 -1.7 -1.8 

lnterollonllohallol ""' 6.4 9.2 11.9 
the ACT 46 #.8 U.7 n.11 

Other ""' 0.7 0.6 0.6 
46 4.Z -4./S 

Sub-ToCll ""' 2008.8 1934.5 
46 -1.• 4.7 

TOTAL ... 5953.2 5507.8 
46 -11.1 -u -7.IS 

(1) Paid under the Coln1HOlfWft1ltll l111c1lbtd Stock Act and the I.Datu StCUritle.r A.ct. 

9B.2 INTEREST RECEIVED 

1990-91 1991-92 1992-93 
98.2 lmal• Esllmat• Esllmate 

- on LCIR Holding• ... -278.0 -399.0 -578.0 
46 1•.11 U./S 41.8 

°"* ... -1.8 ·1.1 -0.9 
46 -.11 -#.# -t8.D 

TOTAL ... -279.8 -400.1 -578.9 
46 167.I U.D .U.7 
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The 1989·90 estimate of S7279.7m is Sl23.5m below the 1988-89 out.come 
(-7.5% in real tenns). The estimate is inftuenced by assumptions of higher average 
yields on Treasury Notes than in 1988-89 and an exchange rate slightly below its 
level at the end of that year. However, with the Commonwealth budget continuing 
in substantial surplus, these inftuences arc more than offset by the reduction in 
interest paid resulting from a further program of net debt redemption. 

PD! will also be lower as a net result of. the Government's decision to maintain 
a lower level of cash balances and by earlier collection of company tax and PA YE 
income tax revenue, partly offset by the impact of the decision to increase the 
threshold fot quarterly provisional tax. 

The estimate for interest paid on Income Equalisation Deposits increases from 
$1.3m in 1988-89 to $9.4m in 1989-90, with a further increase in the forward years, 
following the introduction from 1 July 1989 of a new tax-linked scheme for primary 
producers. 

PD! outlays are expected to continue to decline significantly in real tenns over 
the forward estimates period. As Chart 2 shows, by 1992-93 PD! outlays in real 
tenns arc projected to have returned to the level of 1979-80. This reflects: 

• continuing debt repayment on the assumption of further budget surpluses 
throughout the forward estimate period; 

• some decline in nominal interest rates as inflation moderates, especially from 
1990-91 onwards; 

• the assumption that exchange rates remain broadly unchanged from the level 
at the start of 1989-90; and 

• tho further impact of Budget measures to accelerate company tax and PA YE 
receipts. 

MAJOR POLICY CHANGES 

As noted, the major influences on PD! arc the size of the net Public Sector 
Borrowing Requirement and the level of interest rates. However, over the period 
since 1979-80 there have been a number of important changes in the way in which 
the Commonwealth has managed its debt portfolio which have also helped to 
minimise PD! costs. These include: 

• adoption of a tender system whereby the Commonwealth allows the market 
to set the price for securities, taking into account the volume and coupon that 
have been. pre-determined by the Commonwealth; 

• better targeting of the financial markets when issuing the Commonwealth's 
debt, by utilising two key instruments: Treasury Bonds (for long-term funding 
requirements) and Treasury Notes (principally for within-year funding require­
ments); and 

• taking advantage of the flexibility offered· by swap transactions to inftucnce 
the composition of the Commonwealth's overseas debt and to minimise ex­
pected costs. 
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In addition, the accounting treatment of discounts and premiums on Treasury 
Notes, Bonds and overseas loans has changed, with a significant impact on PD!. In 
1988-89, for the first time, discounts and premiums on Bonds and overseas loans 
were treated as.outlays rather than as financing transactions (with the recording of 
previous years' outlays changed to rcftect the new treatment). This treatment more 
correctly rcftects their impact on the cost of debt. All discounts arc recorded· at 
redemption with premiums. being recorded at issue. 

1988-89 OUTCOME 

In 1988·89 PD! outlays were $251.5m (-3.3%) lower than the budget estimate. 
This rcftected: 

• a lower than expected. volume of Treasury Notes issued; due particularly to a 
smaller first-half deficit and thus a more muted seasonal pattern. of budget 
financing needs than assumed; 

• lower interest payments on overseas loans due to both higher than assumed 
exchange rates for most of 1988-89 and higher interest savings on overseas 
repurchases; 

•·lower interest on Australian Savings Bonds due to higher than anticipated 
early redemptions; and 

• the repurchasing of long-term domestic debt at significant discounts. 

These reductions were partly offset by higher Treasury Note yields than had 
been expected and by the premiums paid on overseas debt repurchases. 

FURTHER REFERENCES 

Budget Related Paper No.I,. Government Securities on issue at 30 June 1989 

Budget Paper No.2, The Commonwealth Public Account 1989-90 

Economic Round-Up, November 1988, The Treasury 
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9C. CONTINGENCY RFSERVE 

1988-89 ~1~'11990-91 1991-92 1992-93 
Actual )liiii&i.i\'l:at1mate Estimate Estimate 

The Budget and forward estimates include a contingency reserve 
which allows for uncertainties in the estimates relating to: 

• wage and salary awards; 
• minor and medium works projects and other accommodation 

costs; 
• changes in the level of spending on existing government policy 

resulting from unforeseen events; and 
• the effects of parameter revisions for the forward estimates that 

have not yet been factored into program estimates. 
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1989-90 and Forward Years 

In line with the practice adopted in previous budgets the Contingency Reserve 
includes provision for changes in wages and salary rates during the coursc of 
1989'90 and the forward years for departments and budget-funded. statutory au­
thorities. This provision is included in the budget estimates but is not appropriated, 
following the convention of appropriating for wages and salaries at rates consistent 
with those applying at the time the Budget is prepared .. In 1989-90 it constitutes 
0.1 % of total outlays. 

The assumptions used to calculate the provisions for wages and salary increases 
for 1989-90 and the forward years arc set out in Part. I. Overview of Budget 
Outlays. A separate provision is made in the I. Defence function for expected wage 
and salary increases for civilian and defence force personnel. 

Also included in the reserve for 1989-90 is a negathe allowance for the one-011' 
effect of expected underspends by departments of amounts appropriated to them to 
pay for design and construction services provided by the Department of Adminis­
trative Services. The underspend is expected because bills for services provided in 
June 1990 will not be paid until July 1990. As the amounts to be paid by 
departments during the year will depend on the rate of progress of different design 
and construction projects, it is difficult at this stage to predict which departments 
will underspend. 

For the forward estimate years there arc four further clements included in the 
reserve which cannot be allocated across functions at this time. These arc: 

• An allowance for property expenses, including medium and minor works, new 
leases and fitout and rent revisions, which relate to the delivery of existing 
programs; While these works occur each year the amounts involved for each 
department vary according to emerging needs, and arc subject to formal 
approval by the Government. While they therefore cannot be included in the 
forward estimates as on-going policy, an allowance is included to avoid a 
downward bias. 

• An allowance for drift in the cost of existing policy. The forward estimates as 
a whole tend to be conservative and understate the growth in outlays. Conse­
quently, since 1987 they have included. a general reserve to allow for revisions 
to the estimated cost of delivering existing policies (excluding revisions arising 
from decisions and parameter movements). This allowance increases over time 
through both the flow-on effects to subsequent years of revisions and the fact 
that greater uncertainties surround the later years' estimates. Experience sug­
gests that this drift amounts to around 0.5% in the first year, with a further 
cumulative 0.25% in each following year. Overall an allowance of $450m in 
1990-91, $700m in 1991-92 and $950m. in 1992-93 has been included in the 
forward estimates for drift and slippage in estimates. 
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• An allowance for the expected savings that will arise from the decision to 
maintain the efficiency dividend on departmental running costs beyond 
1989-90. These savings are estimated to amount to around S60m iit 1990-91, 
$120m in 1991-92 and $180m in 1992-93. As the actual allocation of the 
dividend has not been determined, these adjustments have been made by way 
of a negative allowance for, those years. The reserve will be adjusted upwards 
once the efficiency dividend has been allocated. 

• An allowance for parameter revisions to the forward estimates years decided 
upon close to the 1989 Budget which could not be incorporated into the 
detailed forward estimates in time for publication in this Statement. 

1988-89 Outcome 

The Contingency' Reserve for 1988-89 consisted of SIJOin, with provision for 
wages and salary iitcreases, allowance for 3% superannuation benefits and a negative 
allowance for administrative underspcnds. 

A small, saving against the budget estimates was achieved ~use of lower than 
expected' costs arising from National Wage Case decisions, involving later than 
assumed commencement dates and lower than expected wage increases. This saving 
was offset by unexpected costs arising from public service retrenchmentS and higher 
than expected carry-forwards from 1989-90 under running costs arrangements: 
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9D. ASSET SALES 

OVERVIEW 

1988-89 
Actual 

... -538.2 
'"' .... It 

Ima!• Estimate Estimate 
-800.0 

....U.3 -100.0 

• Proceeds from major asset sales, which are clas5ified as an 
offset to -outlays, ,are expected to more than double in 1989-90, 
compared with 1988-89; •mainly reRecting the receipt this year 
or the bulk or the proceeds from the sale or the Defence Se"ice 
Homes mortiage portfolio and the assilCiated right to provide 
new' DSH 'loans in future. 

. - 'esti!llated receipts in °1989-90 are also somewhat higher than 
the• SIOS8.7m realised in 1987-88, when• this activity com­
menced. 

• The Government bas announced a further program of major 
asset sales, most of which are expected to be finalised in 
1990-91. 
- programs for subsequent yean have yet to be determined. 
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PURPOSE 

This sub-function incorporates the sale of major assets whose retention by the 
Commonwealth can no longer be justified in the public interest. The proceeds from' 
such sales have contributed significantly to the Government's ability to retire public 
debt, thereby reducing its on-going interest commitments in future. 

The amounts shown above are additional to the proceeds derived from the 
normal on-going Property Disposals Program of the Department of Administrative 
Services-see BE. Administrative Services. 

The Government has established a small Commonwealth Task Force on Asset 
Sales within the Department of Finance to handle most of the major asset sales 
which are "out of the ordinary" and also to monitor/oversight progress with certain 
other major asset/property sales for. which other Departments such as Administra­
tive Services and Defence have the primary responsibility. 

All of. the sales that the Task Force has been involved in have yielded more 
than was originally expected. 

SUMMARY OF MAJOR ASSET SALES 

The following table shows the proceeds already received from particular asset 
sales and, where applicable, the further proceeds expected to be received this year, 
together with an aggregate estimate of the possible proceeds from the further major 
asset sales announced in the I 989-90 Budget, most of which arc expected to be 
finalised in I 990-91. 

Tokyo Embusy Sale/Re-develop­
ment Project 
Leue on Chitlcy Square, Sydney 
Williamstown Dockyard 
Commonwealth Pholphatc Rock 
Stockpile 
Commonwcahh Government Cent~. 
Melbourne 
Paris Head of Million Residence 
Commonwealth Accommodation and 
Caterin1 Services Ltd 
Commonwealth Equity in PIBA 
National Materials Handling Bureau 
Dercncc Service Homes Scheme 
AllStralia House, Sydney 
Avl1on Airfield 
Surplus Milittry Equipment 
Other Defence UKts 
Tokyo Embu&y Land Required for 
ROid Widening 
Ncwinaton Atmamcnt Depot 
Anuc Ril!.c Range 
Cockatoo bland Dockyard 
Moombt-Sydney Gu Pipeline, etc 
~~na LOl.ns Insurance Corpora~ 

Commonwealth Uranium. Stockpile 
New Defence Force Home r.o.ru: 
Schemo 
Commonwealth Home Loan Schemes 
in the ACT 
Surplus Land al BriJblne Airport 

TOTAL 

1987-88 1988'89 
Actual Actual 

Sm Sm 

606.8 
306.0 
66.9 1.2 

25.2 20.0 

20,0 15.0 
lS.S 

14.8 3.2Dt 
2.5 
1.0 5.1 

500.1 

1058.7 538.2 
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1989-90 1990-91 
Estimate Estimate Total 

Sm Sm Sm 

606.8 
306.0 
68.1 

45.2 

35.0 
lS.S 

0.4Dt 0.6Dr 10.6 
2.5 

2.2 8.3 
1015.7 IS15.8 

35.5 35.5 
15.0 15.0 
0,6 0.6 
8.5 8.5 

122.9 800.6 923.5 

1200,0 800.0 3596.9 

Progress with sales previously announced but not finalised in I 988-89 is outlined 
briel\y below: 

Defence Service Homes Scheme 
The Government announced in I 987 that the existing Defence Service Homes 

{DSH) mortgage portfolio and the right to provide new DSH loans would be sold 
to the private sector, with an on-going· interest subsidy to rellect the concessional 
rates of interest that arc paid by borrowers under the DSH scheme. The successful 
purchaser was Westpac Banking Corporation. The Commonwealth Task Force on 
Asset Sales successfully concluded the detailed contract negotiations with Westpac 
in late 1988. 

Westpac. commenced accepting· new DSH loan applications as from 19 Decem­
ber 1988 and the existing DSH mortgage portfolio was progressively vested in 
Westpac on a.State-by-State basis between 15 January and 15 April 1989. 

Westpac paid, a premium of SIOOrn to the Commonwealth in addition to the 
a~ total face value of the DSH mortgage portfolio {$1383.0m). Interest totalling 
S32. 7m was ~!so paid'. on that part of the total consideration which was held over 
for payment early in July 1989. An amount of,SO.lm of pre-paid interest from 
borrowers deducted from the amount owed by Westpac was credited to sale 
procceds from the DSH Trust Account. This produced an overall total of $1515.8m 
from this sale. Of this amount, S500.1m was paid in 1988-89 and SIOl5.7m was 
received early in July 1989. 

Details of the on-going interest subsidy arrangements are included under 5.3 
Defence Service Homes. 

Major Defence Properties 
The sale of. Cockatoo Island Dockyard and part of the Newington Armament 

Depot in Sydney were delayed for a variety of reasons. The latter project is now 
expected to be finalised in I 989-90. 

Anzac Rifle Range, Sydney 
This project has been delayed because of legal complications but is now expected 

to go ahead and be completed in 1989-90. 

Australia Houst, Sydney 
The sale of Australia House in Sydney has been agreed with the successful 

purchaser. Proceeds will be received early in 1989-90. 

Other Defence assets 
The surplus Defence land and buildings identified in the 1988-89 Budget, 

proceeds from the sale of which were to be shared between the Budget generally 
and Defence, were not sold in that year for a variety of reasons. With the exception 
of Schofields Aerodrome in New South Wales, they arc now expected to be sold in 
I 989-90. It has been decided to delay the sale of Schofields Aerodrome pending a 
decision on its future use as an airfield. The proposal to sell equity in Aerospace 
Technologies of Australia Pty Ltd {ASTA) was deferred to allow that company to 
consolidate its financial position. The Government has decided that equity in the 
operating divisions of AST A should be sold as they become attractive to the market. 
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PROPOSED MAJOR ASSET SALES INc 1989·90 AND 1990-91 

The Government has decided to undertake a further major asset sales program 
over the next two years-encompassing, in particular, the sale of Avalon Airfield 
to ASTA, on terms and conditions to be agreed; the Anzac Rifle Range in Sydney; 
part of the Newington Armaments Depot in Sydney; further Embassy land in 
Tokyo, which is required for road-widening. purposes; the Moomba to Sydney gas 
pipeline and associated links to Wagga Wagga, <::&nberra, Bathurst, Orange, Lithgow 
and Oberon operated by The Pipeline Authority; the business of the Housing Loans 
Insurance Corporation; the Commonwealth uranium stockpile; the proposed· new 
housing loan assistance scheme to be introduced in 1991 for still serving members 
of the Defence Force who enlisted after 14 May 1985; the portfolio of mortgages 
outstanding under two previous, now defunct, Commonwealth housing loan assist­
ance schemes in the ACT; and. the surplus !and at Brisbane Airport which was 
recently returned .to the Commonwealth by the Federal Airports Corporation 
following the closure of the old domestic terminal. 

The proposed sale of the former Commonwealth housing 10.n assistance schemes 
in the ACT will be arranged· in such a way as not to affect the existing contractual 
rights and obligations of mortgagors. 

In all, this new program of major asset sales is estimated to yield a\ least S900m, 
most of which is expected to be received in 1990-91'. To protect the Comme>n· 
wealth's negotiating position, no estimates are provided for individual sale proposals 
yet to be finalised. 
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STATEMENT 3-STATISTICAL APPENDIX 

INTRODUCTION 
Eleven iables are presented in this appendix covering outlay transactions of the 
Commonwealth Budget Sector. The statistical appendix to Statement 7 cove?. t~e 
transactions of all Commonwealth entities and in some tables non market acllvtlles 
(referred to as "general government"). 

Statement 7 provides a definition of the Commonwealth Budget sector and termi­
nology employed to describe transactions in these tables, in particular definitions of 
the terms of outlay and revenue and explanation of the functional and Cl'.onomic 
type classifications. 

A list of the tables in .this appendix are provided below. The period covered in the 
tables is from 1979-80 to 1992-93 except for the Tables III, IV, VIII and IX that 
only extend to the Budget year and Tables X and XI that only cover the Budget 
year. 

Tables: 

Table I 

Table II 

Table III 

Table IV 

Table V 

Table VI 

Table VII 

Table VIII 

Table IX 

Table X 

Table XI 

Commonwealth Budget Outlays by Function 

Commonwealth Budget Outlays by Function-Annual 
Percentage Change · 

Commonwealth Budget Outlays by Function (1984-85 
Prices) 

Commonwealt)t Budget Outlays by Function-Annual 
Percentage Change (1984-85 Prices) 

Commonwealth Budget Outlays by Function as a Propor­
tion of Total Budget Outlays (percent) 

Commonwealth Budget Outlays by Function and Sub­
function 

Commonwealth Budget Outlays by Economic Type 

Commonwealth Budget Domestic Outlays by Economic 
Type 

Commonwealth Budget Overseas Outlays by Economic 
Type 

Portfolio Outlays by Major Function 

Portfolio Outlays by Major Economic Type 
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Table I-Commonwealth Budget Outlays by Function ($m) 

7a-ao 80-81 81-82 82-83 13-84 84-15 15-18 1&-17 87-81 18-89 . :IMicl· ll0-91 91-92 92-93 
,,.,, 

OUTLAYS 
1.0.fenc• 2915 3490 4054 4701 5291 5838 15873 7209 7422 7780 [,· 8327- 9108 9772 10371 
2.Education 2550 2870 3218 3719 4088 4511 4018 5218 5714 8044 ... 7274 7ee4 795e 

"' ~ 

3.HHlth 31811 3841 2911 3425 4412 8143 8890 7517 :~~ !~7: '~ !!: 14048 15241 
4.&;>clal Security and Welfare 8783 9915 11478 14088 10418 17841 19215 20828 30118 31519 
5.Houling and Community Amenities n11e 350 421 Ml 112 1118 1370 1480 1878 1aae 1230 .. >1.~1·e, 1422 1377 1-
e.Cuttur• and Recreation 338 421 505 548 837 na 919 971 1058 1078 '.~~; 1~i 1139 1170 1113 
7.Eeonomlc S.rvicH 

1723 :x.:1:~-. A.TrantpOrt and Communication 820 1003 1225 1815 1790 1949 1853 1729 1725 1569 1551 1508 
B.lndultry A11i1tance and ~opment 957 1119 1335 1559 1553 1818 2001 1829 2203 ~~ /~~ll ~ 1838 1"81 
C.L&bour and Employment 280 355 434 859 1137 1192 1102 1101 1118 1328 1341 
D.Othtr Economic Service• 98 139 182 211 215 250 217 255 239 328 :';: .. ii'(: 308 328 322 
Total EconomJc Servfc.1 2155 2817 3158 4244 4194 5208 5173 4915 5282 5180 r S,tl5 : 5215 5042 4843 

I.General Public S.rvlcH 
A.L90Jlfatl .... Servi~• 82 113 135 190 200 309 358 415 577 411 ,' ... ,.: 323 319 331 
B.Law Order and PublJc Safety 221 247 2llO 383 429 475 543 803 857 808 ~~:. 830. 147 148 178 
C.Forelgn Affair• and Over1H1 ~ 718 803 927 1041 1158 1290 1340 1313 1380 

1:!'.>1::1: 1: 
1707 1748 

O.Genfial Sclenttflc Re1Hrch nee 285 312 314 430 443 450 411 518 518 IMO -E.~mlnlltrative S.rvtcH 832 992 1155 1289 1438 1890 1172 2127 2257 2574 ;:;·2191;,, 28112 2719 2819 

TotaJ General Public Service• 2117 2- 2lllO 3313 - 4214 45412 5044 5317 5785 >~ 8124 - 8237 
8.Not Allocated to Function 

A.Attlance to Other Gowmmentl nee 7100 7971 9llOI 10991 12253 12851 13587 14437 14830 

1:r:~!,1~ 
15803· 1811() 

B.Publlc Debt lnterelt 2229 2501 2850 3444 4319 5845 - 7181 7188 5553 4929 
C.Contingency ReterW - - - - - - - - - .1~ 1700 
0.AIMtSalH - - - - - - - - -10541 - -

TOTAL OUTLAYS 31751 38313 41528 492n - 84319 70438 75498 787114 12128 : ~~"' 93181 878IO 101485 

~--~~-... ~·""'"<;.,,, ... ;;:_t_S§t!i. 

Table II-Commonwealth Budget Outlays by Function-Annual Percentage Change 

79-80 80-81 11-82 ai-83 83-84 ec-as :as-ae 18-&1 11-u 1&-19 ":~:: 90-91 91-92 92-93 

OUTLAYS 
:.-, .... :·· 

1.ll•lence 15.4 17.7 18.2 18.0 12.7 12.1 12.4 8.0 3.0 

_1·~,::~; 
9.4 7.3 1.1 

2.Educatlon 3.0 12.3 13.9 13.7 10.0 10.8 I.I 8.1 9.5 ... 5.8 3.5 

3.Hoalth 9.0 14.8 -20.1 17.7 21.I 39.2 12.2 9.1 10.8 10.1 1.3 1.5 

4.Soclal S.Curity and Wei far• 8.5 12.8 15.8 22.7 11.e 8.7 7.7 7.3 u 8.8 &.3 4.7 

5.Houling •rKi Community Am•nlUH nee -30.I 20.5 20.5 l!e.9 37.5 22.I 8.0 13.4 -17.4 0.4 -3.2 1.4 

I.Culture and RtcrNtion 12.2 25.3 19.9 1.2 11.7 21.7 18.5 5.1 ... 2.0 '·' ·o.a: 5.4 2.7 -4.1 

7.Economic SoMoe• 

: :>· . .(:'" 

A.Tranip<Xt~ Communatlon 11.1 22.3 22.2 41.2 -1.4 u -5.0 -<J.7 -0.3 -0.1 .· ;:l;A 0.4 -0.5 -2.9 

~I 
B.lndultry AMlltancti and Development 11.1 17.0 10.2 18.1 -0.4 17.0 10.2 -a.a 20.4 -7.I · ';,H· -1.8 -11.il -9.3 

C.Labour and Empk)~nt -10.1 28.7 22.1 51.8 72.I 4.9 -7.8 0.0 1.3 -3.2 •13.8 3.0 4.1 1.7 

0.0th« Economtc SeMcH 41.7 41.8 18.5 29.9 1.9 18.5 -13.2 17.4 -e:i 38.5 :,:.~'.; 41.7 5.8 .. ~1.2 

TotolEconomicSoMoea 12.0 21.4 20.1 34.5 10.I 11.0 -0.7 -s.o 7.5 -2.3' !ff' 1.9 -3.3 -3.9 
...... 

1.a-<lllPubllcSoMoe• 
A.Loglolatlw-· 13.2 37.5 19.3 40.1 5.0 54.7 15.1 31.1 19.1 -21.8 ' '-i;f -18.~ -1.1 3.7 

B.L&w Order and Public S.laly 17.8 11.5 17.4 25.5 11.0 10.1 14.2 11.1 u 8,3 . 11.• 2.1 0.1 3.4 

C.R:nign Affair• and OvwtNI Nd 10.a 12.1 15.5 12.3 11.1 11.8 3.9 -2.0 5.1 12.5 ·,0,1 5.0 4.0 2.3 

D.O.noral Sclentillc - nee 17.1 17.7 23.1 12.0 3.1 1.5 8.9 7.4 -0.1 
1!:: .. -:~~- 8.8 3.3 3.1 

E.Admlnlttratiw~ 9.7 19.2 18.4 11.7 11.4 17.8 10.8 13.8 8.1 8.4 1.0 -3.7 

Totol 6-<111 Public Sorvicoa 11.9 18.5 17.2 14.8 10.I 15.0 9.0 9.8 ... 7.0 ' <?~ 4.1 1.1 0.1 

9.Nct Allocated to Functkin 
A.AMieiancetoOther-GoYemment1nec a.o 12.3 24.3 10.9 11.5 3.3 7.3 1.3 2.7 :::: :'· :~~t.. -1~:: 4.1 ... 
B.Public Debt lnt .... 9': 13.I 12.2 14.0 20.I 27.4 28.8 23.9 12.7 -0.2 -11.7 -11.2 

C.Contlngency Re .. rve - - - - - - - - - - o:L n.a. O.L n.L 

D.-Solea - - - - - - - - n.a. n.L. ·~·!';~·: O.L - -
TOTAL OUTLAYS 1.7 14.3 14.4 18.7 15.8 12.9 9.5 7.2 4.3 4.3 : .. " "5.1> 7.4 5.1 3.7 
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Table Ill-Commonwealth Budget Outlays by Function (1984-85 Prices) ($mXa) 

79-IO 1o-a1 11-12 12-13 &3-U U-8§ as-ae 18-87 11-11 u-ae ··a...«;, 
OUTLAYS 
1.0.fenc• 
2.Educarlon 
3.HHlth 
4.~lal Security and Welfare 
5.Houllng and Community Am9nlU•• nee 
e.Cultur• and Rf;creatlon 
7.Economlc S.rvk:e1 

A. Tranll)Ort and Communication 
B.lndultry Anfltanc• and Qtwlopment 
C.Labour and Employment 
D.Other Economic s.Mqe1 
Total Economk: S.rvlceo 

1.G.n•rar Pubrlc S.rvfcH 
A.l.oglllotlw SeMCH 
B.Law Ordor and Publk: S.fely 
C.f'ofolgn Allolro and Ow<-• Aid 
D.Gtnerll ScJentUJc RHNrch nee 
E.Admlnlltrative S.Mce. 

Tolaf 6-aJPublk:SoMceo 
9.Not Allocat9d to Functlori 

A.Alll.c.nc. to Other Government• nee 
B.Publk: !lob! lntoroot 
C.ConUngencyRo-
D.-BalH 

TOTAL OUTLAYS 

<ISl9 
3858 
4ll05 

13585 
541 
520 

1270 
1401 
434 
152 

3337 

121 
342 

1108 
410 

1211 

3270 

4811 
4015 
5002 

13"7 
519 
519 

1402 
1se5 
487 
185 

3000 

151 
345 

1123 
431 

1311 -

5003 
410I 
3057 

14420 
03' 
934 

1538 
1977 
545 
204 -170 
314 

1104 
402 

1451 

3831 

5318 
4203 
3874 

154134 
811 
1!11 

2054 
1703 
745 
231 

40C1 

215 
411 

1177 -1458 

3748 

5e13 
4321 
""74 

17382 
1112 
975 

1899 
1045 
1204 

·= 
4872 

212 
454 

1225 -1521 

3112 

-4511 
0143 

17141 
1370 
770 

1848 
1111 
11112 
250 

5.208 

308 
475 

12llO 
450 

11180 

4214 

02311 
4585 
0440 

17951 
1313 
158 

1731 
1170 
1030 
203 .... 
333 
507 

125.2 -1750 

4292 

1274 
4541 
0542 

17851 
1401 
145 

1505 
15112 
8511 
222 

4277 

422 
5.25 

1143 
448 

1151 

43ao 

5015 
4030 
9735 

1828() 
1123 
151 

1381 
1715 
ll04 
194 

421~ -532 
1111 
411 

1128 

4315 

10881 11148 12447 12434 128IO 12151 12181 12515 12011 

3450 3487 3511 3881 - se4il 1537 - 0373 

- - - - - - -.,ass 
48111 50717 52171 55743 50348 04318 15131 85705 ·131211 

57111 
4480 
7881 

17044 
811 
7118 

·.~ 

~: 
.. 1136f 

·;;~ 
1277 ~~: 
1505 ·1473· 

:~.J~: 
3826 ···~· 

310 ·.~ 
511 ·.m· 

1150 ·1oeo: 
311 ~· 

1ll08: #if; 
4273. :"°'"' 

1ooee. ~i) 

::::::i: 
·OOIU;~• 

(•) GroM Non Fann ~ DollM« 11 ullld n It •-al 111Mout1 ol prloo change 
(b)AI a rooutt oltho u11 ol dlfloront dotlalor1 for program -Ille fflimatH •nd for total ootl.IYl(u dlocu- In Put I olthl• lbtl!l!lnQ 

conltant price •ltfmatH for th• forward years are not prHtnttd In thi• table. 



Table V-Commonwealth Budget Outlays by Function As a Proportion of Total Budget Outlays (per cent) 

7l-IO lo-&1 11-12 82-13 13-84 14-85 15-18 H-87 87-11 18-18 :· jg...jo . 80-91 91-92 12-1:3 

OUTLAYS 
1.0tfonce 9.3 u 9.1 9.5 9.3 9.2 9.5 9.5 9.4 9.5 ·U 9.1 10.0 10.2 
2.EducaUon 1.0 7.9 7.9 7.5 7.2 7.0 7.0 u 7.3 7.4 ·1.i 7.1 7.9 7.1 
3.HHlth 10.0 10.0 7.0 u 7.7 u u 10.0 10.e 13.1 13,4 13.9 , ... 3 15.0 
4.Soclal Security and Welfare 27.7 27.3 27.8 21.0 21.1 27.7 27.3 27.3 28.7 29.0 30.4· 30.7 30.1 31.1 
5.HotHilng and Community Am•nltlH ~ 1.1 1.2 1.2 1.0 2.0 2.1 2.1 2.2 1.1 1.5 'faj 1.5 1.4 1.4 
e.cuttur• and Recreation 1.1 1.2 1.2 1.1 1.1 1.2 1.3 1.3 1.3 1.3 1.2· 1.2 1.2 1.1 

!" 

!S 

7.Economlc S.rvlcH 
1.ii ~ Tranepon and Communk:«ion 2.0 2.1 3.0 3.7 3.1 3.0 2.0 2.3 2.2 2.1 1.7 1.8 1.5 

B.lndullry AMittance and Development 3.0 3.1 3.2 3.2 2.7 2.1 2.1 2.4 2.1 2.5. ·:i • .f. 2.2 1.9 1.0 
C.Labour ond Emplormont 0.11 1.0 1.0 1.3 2.0 1.9 1.0 1.5 1.4 1.3 . 1"4· 1.4 1.4 1.3 
0.0lhor &onomlc S.NicH 0.3 0.4 0.4 0.4 0.4 0,4 0.3 0.3 0.3 0.4 .. :,0:3, 0.3 0.3 0.3 
Tolol Economic-• 0.1 7.2 7.0 1.0 1.2 1.1 7.3 o.5 0.1 0.3 ~. 5~ 5.o 5.2 u 

1.GonoroJPubllc-• 
A.Lagl-- 0.3 0.3 0.3 0.4 0.4 0.5 0.5 0.8 0.7 0.5 ..... 0,.4. 0.3 0.3 0.3 
B.LaW Order ond Public Solely 0.7 0.7 0.7 0.7 o.a 0.7 0.1 0.1 0.1 ~::·.·.tt 0.11 0.9 0.9 
C.Forolgn Allai<l ond OWr-1 Aid 2.3 2.2 2.2 2.1 2.0 2.0 1.9 1.7 u 1.1 1.7 1.7 
0.-Scllntillc-.Chnoc 0.1 0.9 0.9 0.9 ... 0.7 0.7 0.7 0.7 o.o ·: ::.o:r• 0.7 0.7 0.7 
EAdmJnfltratlw Services 2.0 2.7 2.1 2.0 2.5 2.0 2.7 2.1 u 3.1 ;,.::·u: 2.11 2.1 ... 
TololGonoroJPubllc-1 0.7 0.1 7.0 0.1 0.4 0.0 o.5 0.7 0.1 7.0 ~:". -!:7< 1 0.0 0.4 0.1 

9.Nol-toFunctioO 

1::: :/1:1; A.Alll-toOlhor-.imon11 noc 22.4 21.9 23.9 22.3 21.5 19.7 19.3 19.1 1U 10.1 15.9 10.0 
B.PubllcDlbt- 7.0 ... ... 7.0 7.7 I.I ... 10.4 10.0 0.7 5.7 4.t 
C.Contingoncy FloMnlo - - - - - - - - - - i ·Al; 0.11 1.3 1.7 
0.-- - - - - - - - - -1.3 -4.7 ': .::,1:4';! -4.0 - -

TOTAi.OUTLAYS 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 100.0 c.:1~~~t: 100.0 100.0 100.0 

·----------~~!!!!!!!lml--------------

!" ... 
!:1! 

Table VI - Commonwealth Bu~t Outlays - by Function and Sub-function ($m) 
1e-eo so-at 11-12 12-a IW4 14-&5 as-u ae-11 11-aa aa-aa ·~·.~: 90-91 01-u 92-03 

1.0t- ..... 
Peioona1Coo11AndAetlrementlltnofit1 1428 1044 2115 2213 2311 2457 2744 2171 3102 3290 ', .'~'- 3861 3910 4090 
Ot-Equlpmontond S!oroo 972 1144 1098 1493 1182 2304 2820 2903 2814 2708 · .'~" 3341 3723 4155 
Ot- Focllltloo 145 112 211 201 225 281 304 393 442 415 . 411 413 508 441 == ===~~~~~==·=~~ Defence Selene• 89 91 128 138 147 151 1ee 183 111 200 ~ 214 228 232 

~~ m~=~-~-~~~.-~~~ 
Total Otfonce 2905 3490 4054 4701 5298 5838 8073 7209 7422 7780 &327" 9108 9772 10371 

2.Educatlon •. .,>:, 
TertlaryEducaUon 1491 1588 1775 1945 2104 2337 2521 2872 2141 2913 ·~ 3874 38ea 3873 
School1and Pretchool• aoa 840 1130 1347 1487 1043 11eo 1122 1950 2120 ·:2190: 2348 2473 257.a 
StudentAltistance 254 297 328 3IO 443 475 558 1549 137 831 . 1044 1171 1289 1328 
General Admlnfltratlon 32 ae 40 41 55 97 73 12 .ae ae ·92· ae 12 17 
RecoverlH -2 -2 -3 -3 -3 -4 -4 -4 -1 -5 . · ~.-:-8. -e -e ...fl 
Tot.I EducaUon 2558 2870 3281 3718 4088 4511 4919 5211 5714 8044 ' eeaa.~ 7274 7914 7959 

3.HNl1h .... : .. :· 
MedicalStMcHandS.neftt• 702 771 174 1031 1582 2501 2815 3211 3456 3723 ~11t 4892 515a: 5751 
~~ ~~-™~~~~~~~~~~ 
Pharmacuedcals.Mce•end&eneflt• 329 398 481 SOI 574 est 725 aee 1058 1135 '*'· 1sao 11142 2322 
N~rting ~ Subaldleaelc 381 451 857 157 Sl83 1093 1197 1290 1'57 1584 17.15: 1850 tsMI 2008 
Health S.rvlcH In tM ACT 47 51 U 17 lil9 123 141 155 177 188 .' .;_ - - -
ActHNl1h-TronolortoT/A - - - - - - - - - -34. . ~ - - -
OtMrHHlthServlcti• 151 117 111 140 171 202 250 278 282 317. ·· . .m 42t 434 419 
G~alAdmlnlttratlon 102 110 109 101 134 131 152 114 179 149 ~ ·-~~~: tee 178 157 

Tot.I Heatth 3188 3841 2911 3425 4412 11143 euo 7517 1311 10790 · 11171· 12888 14048 15241 



Table VI - Commonweahh Government Budget Outlays by Function ($m) continued 
711-10 80-11 81-12 ·12-13 83-14 84-15 85-11 11-17 87-11 88-lo 19-llO· ~1 91-92 92~ 

<4. Social Security and Welfare 
uai Aslletan~e to th• Aged 3581 "°"" ·~ .... 5418 5782 8031 ...... 7240 7870 0000 10058 11401 

Aseittanc• lo Veterans and O.pendant1 ... 1187 1323 1711 2031 2325 2584 2712 3128 3187 3404 ,_ 3118 3581 
Attillance to th• Ol11bled 8~ ~1 1073 1190 1402 1148 1874 2148 2411 2731 3015 3331 3545 3721 
Anlotanee to F•mlllto with Children 1920 2088 2«3 2983 3381 3115 30« 391-4 3854 4131 4017 5177 5427 -Anl1tance to Unemployed And Sick 1088 1181 1440 2520 3241 3348 3514 3813 3811 3180 370'4 4117 4387 4805 
Qther W•lf&J• Programs 120 151 117 102 220 281 305 328 858 055 1052 1089 1114 1128 
AborJglnal Advancement Programs nee 17 37 15 .. 104 125 131 147 107 241 f~· 311 320 331 
GeneraJ Admlnlttratlon 281 301 380 412 110 715 833 012 030 1005 1008 1111 1154 
R9cowrlH and AeJ>«ym•nt• ... -5 -3 -4 -5 .... ... -3 -5 -11 ,~23. -34 -47 -511 
Total Soctal Security and Welfare 8783 0015 11471 14081 11411 17848 10215 20821 22570 23802 ·2e3:14 28580 30119 31510 

"" 5. Houling and community Ammtnltlet 

b: 
"' 

Houlfng Alliltance - other Ga..t• 258 281 231 443 eao 052 1032 1190 1018 020 l~"4,. 015 1125 035 
Aa911lance to Flrtt Home <>wnara 72 •• 115 150 242 30I 242 202 222 171 .140· 138 135 130 
Defence Service HomH -81 10 87 82 31 35 35 33 11 52 .118. 183 115 190 
Houllng In the ACT .... -7 -4 -1 -5 -5 -10 -17 12 17 - - - -
Houlfng Other 3 20 21 25 20 30 90 114 30 27 3,1 28 30 27 
General Admlninlltratlon -3 .... -3 2 3 s 7 9. '12' 11 11 12 
Urban and Floglonal [)oyelopmont 103 78 53 .. 110 34 82 138 14 23 1is 107 IO 80 
Pollution Abatemenl and Control 4 9 7 12 15 18 17 17 22 11. . ,38:: 38 32 33 
Total Houlf"° and Community Amrnenlt!H 350 421 SOI 812 1119 1370 1410 1171 1318 1238 t~1• 1422 1377 1308 

e. Culture and Recreation 
'~, BrOIM#c•Mfng 201 258 324 354 - 451 557 558 ... 007. - 731 740 

NatlonalCollectlon• 49 53 se SS 12 78 80 i02 108 oa ~AA 107 "' 100 
Art• and Cuh:ure 70 81 81 Oii 123 152 112 238 30I 207. :2of 218 220 143 
Youth, Spon and RacrNllon 11 10 10 24 35 .. 52 45 42 38 · ·;eo' ea 811 73 
NalJonal e.tat. and Park• 9 12 11 14 10 21 21 20 34 40 · .. \;.ja:_ so 49 .ca 
TocaJCullureand- 338 421 sos 541 837 771 010 071 1058 1078 •' '1081 1138 1170 1113 

• w .:..,.. -~··: .::": -·". "'·'"' .;.'"-.. . .. d!-*" 

... ... 
(A 

"" 

Table VI - Commonwealth Government Budget Outlays by Function ($m) continued 
79-IO IH1 11-12 12-83. 13-14 14-15 1s-ae 11-17 11-11 88-80: f9'.8Qc -1 01-92 02-93 

7. Eooaomlc-. 
.::~''."':' ' 

A. TranlPO't: and Communlcatlon• 21. +Wi: 
Communloalion .... 10 11 12 14 13 -11 .... - -305 -305 -304 

1'lrT- -3 15 233 522 321 358 311 331 274 183 222 138 138 131 

Rood Tranaport 
.,,. - 735 011 1252 1285 1318 1311 1321 1312 :».iliili, 1457 1457 1451 

f!dT,.,._. .. 17 135 151 .. 41 70 82 .. _:''"~ _: 28 44 

Tile Plpallno AuthOrlty 12 10 7 7 -e -5 -10 -23 -11 -22 -22 

SoaTr&ll-' 44 .. 40 125 52 181 38 S4 81 1::,::;,~. 1~ 
111 120 

Olher T~eport and Communication .. 78 SS 81 se 84 .. 70 .. 77 .. 
Telol Tranaportancl Communication 120 1003 1225 1815 1790 1040 1153 1720 1725 1723 •_:·:'.'!~. 1550 1SS1 1508 

B. lnduotryAlol-and Dovolopment 17 .:::,.,19: 
Flahk)g lndullly 1 2 1 3 3 5 12 18 23 11 17 17 

Wootlnduotry 130 184 180 190 170 220 247 343 447 ... ' :oiir 482 ... SOI 

WhMtlndullry 17 .. 97 81 37 78 120 21 181 11 Si 104 14 83 

Dolrylndu"'Y 113 01 8e 101 145 201 1M 217 198 190: :·,~1~ 153 155 31 

Hor11cultural lnduotry s 3 12 17 20 27 28 28 11 21 · -. 'U 30 31 31 

~. 9-and Pig lndullrlH 34 37 42 54 83 71 85 .. 105 
1: ; l~ 125 127 120 

Other Agricultural and Pa•Of•I 45 -4 25 83 .... 33 21 40 17 20 20 21 

GonOraJAlll- ~ 131 122 238 230 190 180 233 220 20I :· ··205 217 210 211 

Naturll "'9our~•~l & Mgt. 23 25 25 38 32 41 38 48 44 
so.: -~-- se 44 45 

Gtneral!odmlnlllllalfon S4 27 34 44 48 58 so 85 77 11 . ·12 .. .. Oii 

Mining lndu!'llY -11 - 52 72 10 83 133 12 84 se , :fr. 52 00 52 

s.ctoi 8pecHk: l4anur.cturlng Alllltanc:e se 52 97 138 151 200 232 254 283 273 .:~ 214 181 198 

Gtneral Manuflcturlng Aaatllane• .. 87 7e .. 127 132 - 135 140 108 > • ~·131 127 .. 83 

Tourlll lndullly I 8 0 11 21 20 32 37 49 42 ·:-,,_~ 37 311 40 

Alol-t0Exportor1 251 319 330 321 207 275 - 241 321 200 '. .. .tl1' ... 152 134 

Othlr ""'llancl 10 lndulll)' S4 138 198 100 170 1SO 53 38 30 37. ~·-
35 20 27 

Total lndUltry Aellacanc. ~ QeveJopment 867 1110 1335 1550 1553 1119 2001 1820 2203 2031 •·:z111 2081 18311 1eel 

c. Labour and~· 413. : t)i. 
Training ond 8tdila Formatton 82 115 152 183 254 200 201 302 358 531 583 eoo 

Job CrN11on and Emptoymont Aall,.anco 22 31 se 210 512 510 382 335 227 94. ·1~. 117 111 104 

lndultrW Aelation• 83 12 83 78 83 Oii 113 124 153 144 '. "··158 147 148 152 

Admlnllir.tlon Cole• 94 121 152 111 238 275 315 340 377 430 .438 472 413 481 

Total Labour and Employment 280 355 434 ISO 1137 1102 1102 1101 1119 1080 ·--1231 1217 1320 1341 



Table VI - Commonwealth Government Budget Outlays by Function ($m) continued 
7HO 80-11 81-12 12-13 83-14 84-15 85-18 

O.Othorec...,..lcSo!Ylcoa 
88-17 17-11 18-19 ig..eo 90-111 91-112 92-113 

Economic Trade And R9gulatlon 32 39 38 45 49 55 85 83 &I 72 Ill 154 111 112 rfft90rok>gical Servi.a• 33 31 « 4• 50 50 17 75 &I 88 84 Ill 95 "" Water And EJectrfclty Supply 25 34 .. 75 71 100 83 92 77 140 8, 30 31 21 Economic S.rvlcH nee I 31 43 41 « 21 21 25 14 17 17. 18 19 19 
Total Other Economic S.rvfcH Ill 138 152 211 215 250 217 255 230 328 . ~17 308 321 322 
Total EconomJc S.rvlcea 2155 2817 3158 4244 - 5208 5173 4915 5212 5100 5115 5215 5042 4&13 a. G•n•r•I Public S.rvfc•• 

A. LeglMtiw S.McH 

!"' 

~ 

New Partiam.nt Hou" Construction 1 8 25 55 83 100 177 284 301 90 24· 7 - -Porllom4ntary0utte.yo 00 88 14 87 07 110 135 141 174 220 234 231 245 255 Other legillati~ ServiCH 21 .. 27 41 41 11 « 55 101 10& 121 79 74 78 
TOIOl leglolallvo SoMcH 82 113 135 190 200 300 358 415 577 411 318• 323 319 331 B. I.aw. Order, ond Public S.f•ty 

35&· Oourtt And IAgaJ ServiCH 88 77 95 125 144 188 197 218 258 308 387 318 .... StcUrlty ~ lnltUlgence 25 33 40 48 55 50 88 71 74 78 103 92 go 93 Aultrallan Federal Police 85 ae 95 95 100 125 138 147 181 177 ~· 213 211 224 Olhor Law, Order, ond Public S.hlty 43 51 00 17 121 123 140 181 1111 140 ,1~: 151> 154 150 
TOIOI Law, Order, ond l'ubllc S.hlty 221 247 290 318 428 475 543 003 857 ....... ~;· 847 ... 178 c. ForeJgn Nfalrt and Owr1M1 Aki 

<# country Program1 453 503 552 124 172 885 174 -- 717 723 724 7il2 Olol>off'rogram• 95 100 111 177 223 211 305 255 2111 419 • 3113)· 4311 412 -OV..-• ,old -Othor • 10 20 10 12 14 17 19 24 ::, ·~ 30 32 '33 Forolgn Allolro- Non Aid 150 181 193 229 248 310 344 371 394 452 411 458 
T<Ml ~n Atfa\r1and0wt11&1Ald 718 503 927 1041 1158 1280 1340 ·1313 1350 1551 ·, ·15'4· 1&12 1707 1741 D. General And ScJtntlffc Ret1&rch nee 

3:· ~i CSfRO 195 228 281 321 332 325 344 388 341 404 421 -ANSTO 21 28 .. .. 30 42 45 45 51 81 84 "" Olhor Scientific ... 44 54 55 85 73 13 91 103 117 120; · .. 1153 .. 154 155 158 
Total G90traJ And Scientific ~ ... rch 215 312 384 430 443 450 411 518 518 523'''. ·~·· 820 &IO -

-~~-·-··----· . .:~,· ' ......... ~ .. , ..... .. 

Table VI - Commonwealth Government Budget Outlays by Function ($m) continued 
7HO 80-81 81-82 82-13 ~ 84-15 85-18 88-17 87-11 88-19 . 89',80.' 90-lll 91-92 92-113 

a. GeMJal Put>'lc s.mc .. 
E. Admlnlltratlw s.rvi~• 

Financial Atfalrt and F11eal Administration 331 370 484 542 838 737 884 989 m 1103 .·· 13711 1300 1510 1411 
Statlotlcol SeMoo• &I all 117 101 103 123 132 175 140 154 ·' .te5' m 235 180 
MmlnlttUation of tM ACT 10 • 11 17 15 54 52 12 "" 104 ,..,· - - -
Eftat• Man1igement 7 13 11 7 7 15 13 -13 -22 38 .,.40. 91 -102 
Net Superannuation Payment• 170 213 215 288 310 323 403 521 171 771 i~ 905 893 974 
eomc... - - - - - - - - - 102 ·:·;,-5' 4 4 7 
Other AdmlnlttratiYI S.Mce1 250 2811 337 352 383 438 310 483 - 304 :.u· 111 77 79 

rota1 Admlniltrattve s.rvic .. 132 m 1155 1289 14311 1IOO 1172 2127 2257 2574:·.~.- 2802 2719 2118 

TOIOIClenorall'ubllcSoMce1 2117 ·24111 2890 3313 31114 4214 4502 5044 5387 5755 ·. ·~· 8124 8233 5237 
9. Not Allocat~ to Functlon 
A. Attletance to other Government• 

General-uoAoolot-s/NT 5855 8312 8248 "215 10354 10970 11815 13223 1-4248 12543 . ,12125. 13581 14138 14175 
~ I General_ Revenue Allllt-ACT - - - - - - - - 430'· -~ 435 453 470 
b: Capital Alllot- SINT 1157 1219 1209 1124 1138 10~ 1053 540 -130 28. : ·'3 104 104 104 
v. Capital Alllot-ACT - - - - - - - - - 55 · .. ~. 67 67 57 

OObtAlll- 55 17 79 90 110 121 50 51 52 51 •51 51 50 50 
Local GcHt4'nment Altittance 223 302 353 427 412 419 530 588 &12 - •17 730 758 718 
Trult AccoUnt TranlaCtion1 '!'ACT - - - - - - - - -211 . ; ··" - - -
Natural Ol•lter Relltf 10 70 21 132 122 -15 -I 3 -15 30 . ·~'17' -11 ~15 -13 
Other Allfltanee MC 0 0 1 4 17 38 .. 34 33 75 ..... 1.~ 55 67 50 

; ' .~ -~. , . 

Total Allletance to other Government• 7100 7971 ""°" 10091 12253 12158 13517 14437 14830 13008 :1m1: 1- 15003 18190 
B.l'ubllcO.btlntar•ot 

5370 .. !5321-ln\efMton ¢wt\h Bett&lt 2310 2110 1555 1957 2787 3872 5095 5887 5850 4521 -3573 
lnterfft on Behalf of SINT 27 30 1422 1501 10l7 1858 111111 2074 210& 2082 ... zoeo· 2042 2000 1935 
lnt•r•tt Aec*V'td -100 -140 -121 -104 - -13 -111 -79 -113 -48 ; , .-1DI:: -280 -400 -570 
Total PubHc Debt Inter•• 2229 2501 2850 3444 4319 5845 .... 7881 7885 7403 ~ 1288 5553 4920 

-S.ltl - - - - - - - - -1050 -~ ~1m -100 
Contingency Re..rw - - - - - - - - - 840 1215 1700 
TOTAL OUTLAYS 31751 31313 4152& 40277 5eQM. M310 70438 7549'1 787~ 82128 18753, 93181 97880 101485 



!" ..... 
~ 

!" 

~ 

Table VII-Commonwealth Budget Outlays by Economic Type ($m) 

7IHIO 1o-a1 11-12 12-13 13-14 84-15 15-le 18-87 17-11 11-18 IMO. ll0-91 81-92 92-83 
CURRENT OUTLAYS 

Current OUtlays on Good• and S.rvfcH 
Dolence 2932 3448 4009 4847 5248 5114 11818 7154 7203 7579 •. 1191 8923 - 10171 
Non-0.t.nc• 2!01 2923 3443 3ao5 4839 5278 54134 5443 8170 7- 713f. l200 1351 .... 

TOCal Ffnaf Con1t1mpUon Expendltur• 5433 8372 7452 8541 9185 11180 125"" 131597 14073 14848 · :'eo2sr 11132 17834 117117 
Current Tr1n1fer Payment• 

741() .i314· lnllfHt 2229 2!01 28!0 3444 4383 5853 7030 7938 7810 8340 5805 4971 
Subsldl .. 811 1101 1205 1307 1487 1861 1527 1334 1481 1245 . '1"27 1170 1115 "'" P9ftonal ~neflt Payment• 8759 11083 12850 15e52 11378 20862 22338 24082 28118 28353 ·31552. 3484-4 37005 30332 
Grant• to Non-Profit lnltitutiont 282 342 .... 805 718 171 .... 110I 842 1088 11~ 1337 1440 1531 
Grant• to Non .. Budget Sector 782 -1114 1342 1481 1875 2083 2080 2382 2732 ·2438 2580 2537 2!02 
Grant• to Other Gowmm1nt1 8105 10343 11423 13112 15017 18!08 1m1 18330 20734 214IO -~ 24223 25287 -Grant• OvertN1 517 570 851 711 751 l40 l40 110 143 818 ·1023 - 1187 1041 
Other Tr1n1f1r1 - - - - - - - 3 4 5 _~.i. 5 4 4 

Total Ourrenl Tr1n1r.r Paym~n11 23001 28818 30030 ..... 4211H5 47152 52521 50093 81085 83217 · .. 97624 . 71218 73880 711842 
TOTAL CURRENT OUTLAYS 29014 33281 38082 44781 520IO 58012 85071 70280 75181 78245 ; 13553·. 11431 81924 ..... 
CAPITAL OUTLAYS 

capiW Outlap on Goodo 153 277 301 442 438 587 803 548 81111 511. cw l40 1711 131 
capiW Outlall on Land -12 -189 -21 -31 -52 -100 -111 -11 -72 -115 i2 - - -
Capital Tran- Paymento 

305 ... ; ·Q: Grant• 'o Non-Budg4M s.ctor 201 212 201 256 255 371 503 - 841 87 50 50 
Grant• to Other Government• 1548 11150 1771 2230 2782 31118 3247 32!0 3030 3084 S4ei· 3579 3547 -Grant1 to Other Seeton: 183 135 204 238 327 388 321 303 34& 352 .... ·,UC· 438 407 421 

T'?IOJ Copital Tron- Payment• 1810 1 .. 7 2112 2724 3374 3830 4078 4218 4035 3721 ::;-~' 4084 4004 .,, 
NtlAIMncoo 

To Non-iludget Soctor -100 -22 13 113 -11 -17 -102 -123 -31 

-~:-~ == 
-211 --To Other Government• ... 838 188 1058 1002 .,.. m 548 - -343 -331 

To Other s.ctor1 -103 30 112 112 144 121 114 100 77 718 721 

TotalNotAdvonceo - 847 .. 1 1351 1129 810 718 524 -7 201 r ··"'".27t... 11 IOI 147 

TOTAL CAPITAL OUTLAYS 2744 3052 - .... 4818 5307 5381 5205 4855 4421 ~ ~1, ..... -1 4855 
Contingency- - - - - - - - - - - :·.::;:.-:.~:: 040 - 1100 --· - - - - - - - - -1058 -538 'c.~ll!OO,·. -IOO - -

TOTAL OUTLAYS 31758 38313 41521 40277· - 114318 70438 75488 71714 12121 .. w53·. 83181 87llO 101405 

TABLE VIII-Commonwealth Budget Domestic Outlays by Economic Type($m) 

79-80 I0-81 11-12 12-13 13-14 ~ 15-18 88-17 17-a& 11-19 .. _.: ~: 
·. 

CURRENT OUTLAYS 
Current Outta11 on Good• and S.rvlcH ,.. ... 

O.t.nce 2418 2&78 3572 3874 4180 4448 5002 5527 8073 8538 ... · ,, Tiit: 
Non-09fence 2410 2814 3330 3770 4507 5111 5731 0258 e70CJ 7198 .. -.·.:.i'8#· 

~=~=~=n:ood•and Siivie• 4832 5893 mo2 7850 1887 8500 10733 11785 12778 13705 :'t;.~~:-J 

:::... 1:: ~~~ ~:! = = = = = = =-; ~:···:=; 
P9r.onalBenefttPayment• 8715 11012 12717 15582 11293 20500 22214 23052 20079 2&201 ·'31~ 
Grant1t0Non-Profitlnltltutlon1 N2 342 458 eos 718 111 858 11oa 042 1oae · ·.1111 
Grantllo Non-Budget Sector 782 889 1114 1342 14ea 1875 2083 2090 2312 2732 . : . ."~: 
:~::~o.::0Yemment1 9= 1°:: 11:~~ 13= 150~ 18:: 1~ 19: 20:: 21:: :_ -~~ 
OtherTranoforo - - - - - - - 3 4 5 · ~,:': · ... :9 

TotalCurrentTranlferPayment1 ~149 21147 28142 35297 41182 48581 50958 54748 58134 81814 .:····.~: . 

TOTAL CURRENT OUTLAYS 
CAPITAL OUTLAYS 

Capital Outlap on Good• and Land(b) 
Total Capital Tranlfer Payment• 
Total Net Advance• 

TOTAL CAPITAL OUTLAYS 

Anel.SalH 
Contingency RHtrw 

TOTAL OUTLAYS 

27811 

130 
1810 
eeo 

2700 

30381 

31840 

100 
, .. 7 

803 
3000 

34840 

38744 42947 49849 58151 8188Z ee533 

286 402 371 454 481 448 
2112 2724 3374 3930 4078 4218 

132 1297 1034 120 813 418 

3379 4423 4778 6204 5230 5082 

40123 47370- 54821 01382 eee22 71815 

71913 

.... 
4035 
-115 
4514 

-437 

751111() 

... ~ .... ,.· ... ;,." 

75318. :·~ 

378 .... :~~ 
3721.· .,·3878 

102 .,:M.t. 
41•,:::;:-4111· 

-531 .::: :~~' 
79050 , .... 13114: 



TABLE IX-Commonwealth Budget Overseas Outlays by Economic Type($m) 

78-80 80-S1 81-82 82-83 13-14 84-15 15-88 M-81 87-88 U-18 . ,~· 

CURRENT OUTLAYS 
Cl,!rr•nt Outlays on Good• and ServicH 

Otftnc• ·. 
SalarlH(c) 4 5 e e e e 7 a 10 2 ; ~ 

Non~= S..larl•• 512 585 -431 787 1oeo 1429 1eo1 1919 1120 1041 .. 1~1·· 

~~~an Sl.larle• ~ :: ~ : 1: 1: 1~ 1~ 1~ 1~ . ·. ~.~: 
TotalCurnntOutfayaon Goods and Services 801 879 550 892 1198 1800 1817 1112 1284 1243 ::1231> 

Current Tranat.r Payments ..... 
!" I '"' .... 111: 375 383 339 451 528 854 835 1298 1311 m. .122 
~ PereonaJ Benefit Pt!-ym•nts 44 51 83 7Q 13 92 1~5 130 140 1~ · . "1~· 
oo Grant10VeraN1 314 321 385 425 424 507 510 517 510 414 .:, .. :aoi, 

!" .., ..,, 
"' 

Total Current Tranlfer Payment• 733 742 717 853 1033 1253 1570 1945 1911 1813 ·· :,1~: 

.:;;r.:.·:·· 
TOTAL CURRENT OUTLAYS 1334 1421 1337 1845 2231 2853 3387 3757 3255 2858 ,·,_'.' · .. ~.tr.24.' 

CAPITAL OUTLAYS . ' ·· ·' 
~italOutlayaon Goodaand ~nd 11 1 I 8 13 13 24 17 33 ZT · · · . .f}~ 
N9l:Advance1 34 44 58 54 95 90 109 108 108 195 !_.:. ···,.?,$.' 

TOTALCAPITALOUTLAYS 45 52 tf1 03 108 103 130 123 141 222 ';:·. ::11~-

AltetSl.le1 - _ _ _ _ _ _ _ -822 _ '·, __ ~ 

TOTALOVERSEASOUTLAYS 1379 1473 1404 1908 2338 2958 3517 3880 2n4 3071 '· :·;~, 

(•) S&JtiM~ofaH A_ultralian b .. •d ltaffover••••r• lnclud~ In dom.,llic outlays forth• purpoM ofthl• table. 
{b)OYlrM1.1 outlays by the Commonw1afth de;> not add dlrectlytodom11tlc Income or the demand for locally produced goods an~ eervices, 
while vovemment revenue from over1H1 eources increa• total revenue without withdrawing purcha1ing power from thl domHtlc MCtor. 
(c)TM fall In Ott.nee MJary payments In 1;aa-89 la due to the running down of operations In Butt~rworth ~alayala. 

General Not Table X-Portfolio Outlays by Major Function, 1989-90 
Social Housing & 

Security Community Culture & Economic Public Allocated _ ::·.- :: ... · 
Service• to FuncUon :;tOTAf.. <•J. 

PORTFOLIO Defence Education Health &Welfare AmenltiH RecrNtlon Services 

Parliament - - - - 121.8 - ':~_g; 
Adminlltlative s.nrtc.• -88.2 0.1 - 0.5 19.2 98.4 430.0 

Art•. Sport, Th• environment. 
Tourltm and T1rrttorie1 12.1 5.2 - 40.5 348.6 78.0 117.1 17.0. -c61a.5· 

Attorney Generals - - 10.9 - - 38.5 750.4 . :7$!1:S 

CommUnlty s.rvtc.1 and Health 

:·:-:=·.'-; 

-Communlty StrvicH and Health 10673.1 1242.3 1134.5 - 7.0 , 
- V•teran Affair• 

4.9 1051.2 3581.7 179.2 20.8 -0.7 

Defence 8416.8 - - 1.9 -
Employme~t. Education and Training 

7=~-1-Employment. Education 
and Training - 6598.9 - 4.3 1030.3 63.5 -

-Abori~fnal Affair• - 49.0 303.7 123.9 19.1 10.9 16.7 -
Ananc• -1.5 - - -15.1 - -2.1 873.1 -52.9 ;WJ~' - 19.8 1480.4 -
Foreign Attairt and Trade -
Immigration, Local Government 

and Ethnk: Affalrt 72.4 32.2 0.2 - - 166.5 .. ,27.it3· 

lndultrJal Rtlatton• 
-0.9 - 111.2 -4.8 · 155;4·, 

lndultry,T.chnofogy and commerce - - - - 3.9 - 684.2 684.1 1an:2° 

Primary lndulby and Energy 0.1 - 1.0 9.0 - 1384.0 2.4 9.6 1406.2\ 

Prime Mlnlll•r and Cabinet - - 5.4 4.1 1.4 70.7 - . BMi' 

Social Security - - - 21145.2 - - - 2ft45.2i 

TrantpOrt and Communk:atlon• - - 3.6 - 663.0 1575.8 - - ·'"2242.lh 

Treaeury 
- 13.1 -65.0 25.B 1067.4 21283.2 . ,223a4;4c 

Contingency ReMrw 
- - - - · :no:o: 

Auet:SalH 
- - - - - -1200.01 

TOTAL 8327.1 6688.5 11778.5 26333.8 1416.0 1080.9 5115.5 5845.5 21254.7 . _86753;2i 

(a) Include• Contingency ~·rve and Anet SalH nee 



Table XI-Portfolio Outlays by Major Economic Type, 1989-90 
urren Ca pi 

Outlays on Per10nal Outlays on 
Goodaand Ekneflt Goodaand to Other Other 

PORTFOLIO S.McH Int ere II Payment• Land Govt'• Tranafera 
Porllll!IOllt 119.7 - - 2.1 - -
AdrnlnllCtatlw S.rvlce1 369.6 18.2 - 43.3 - 29.0 
Art•. Spon, ·The Environment, 

Tourfem and Territorl•• 167.3 - 3.0 38.8 41.4 368.0 
Attorney General• 567.9 - 0.9 87.4 108.3 35.5 
Community S.rvlc.1 and Health 
-Community Strvtc11 and Hnlth 554.9 - 6392.7 25.9 5054.2 1029.2 
- Veteran Affair• 1102.5 - 3680.0 37.1 3.4 14.1 
Doltnce 8217.5 - - - 3.6 197.6 

!" 
Employment. Education and Training 1-Empk>~t, Educauon 419.0 - 1097.5 11.9 49n.o 1190.6 ... and Training 54.7 - 2.5 35.1. 431.1 2l -Aboriginal Alfalrt 
Fin.,... 871.6 1.4 0.2 13.1 -75.9 -8.5 
ForefarJ Affalr1 and Trad• 459.5 0.2 1.9 12.7 - 1025.9 
lmmJgraUqn, Local Government 

and Ethnic Affairs 236.1 - 11.7 14.8 -4.4 13.2 
lndultrlal A9lation1 55.3 1.9 26.0 82.2 
lndullry,Technology and Commerce 339.7 - - 15.2 8.8 1008.5 
Pr1..,.,Y lndultry ond Energy 445.2 6.7 0.4 16.1 168.8 769.0 
Prime Mlnllter 8nd Cabinet 77.1 - - 5.1 - -0.5 
SociolSocurity 724.5 - 20360.2 52.4 - 8.1 
TranipOlt and Communlcation1 299.2 3.6 150.2 1348.2 441.3 
Trea1ury 857.6 7357.7 - 144.7 13956.5 7.9 
Contl...,.yReoorvo 90.0 --· -

TOTAL 1602M 7384.2 31552.1 675.2 25650.9 6641.9 

(a) lnolud11 Contlrigency A99'rw-and Anet sate I nee 
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STATEMENT 4'.-REVENUE 

PART i: OVERVIEW 
1btalbildg~ ~vc~ile \ii i9~ is .ted ~i $9S 87Sm, an inci:easc ofS.99!i over 

1988-89. This repeseillii In estiiitate&26.2" of:GDP, unchange«Hrom 1988-89 and 
down from 27.2'lli in·l987-88. 

1btalrevenue·hls.been.reduced by .-net S3818m as.a result of measures announced :r -~ A~.1?,88.:i!udJ"et,i!K;i,uding,jii:die,APrl.(i989 Ecorioniic StatCmeqi ~ci in 
~·,,. 

R,c\.enue collections. ip 1988-89 were $88 027m, $S3lm or 0.6% highei'. than. the 
budget estimate Ind $7199m or 8.9% higher than 1987~8 revenue. Collections from 
~AYJ! ~\ttii<.Jl1u11~·~b¢.P11yme~ts-~~111 (PPS); OOl'!Jl8DY tax; sales tax, 
c~ '~lY• oncin1111i1iNnd -Pcttoleum products excise were significantly above the 
budget'eslimalc, primarily reflecting stronger than expected economic activity. This was 
partly .offJet'by sigru&ant shonf811S in 'other' individu81 (niln~PAYE) iilcoine tax, crude 
oil and i.PG ci<c~ and non-taxati\lirrevenue·rellecting·varioils•factcrs largely unrelated 
to~coriditi,~ 

.. Revenuec~ am1ounced in the 1989-90 Budget arc set out in Part 2·of lhis 
Staiement The CS)im&tes ·ror individll!li revenue item~ in 1989'-90,. togetJiet wiih lhe 
1988-89 outcc:im~ Ind budget. ~tes. arc set out in Part 3. Longer term ttends in 
revenue arc discussed in Part 4. AppeildiX A cooiains a·bricf discilsSion'of the mCasures 
in: !he· April 1989 Economic Statement; Appendix B outlines ~c(ly Ot!ier ~ates 
~ 'Siilce'!he 1988-89 Budget while Appendix C details revenue information on a 
longer-run basis..' 
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PART 2: MEASURES 

Table I sets out the estimated revenue impact in 1989-90 and 1990-91 of: 

(i) measures announced in the April 1989 Economic Statement; 

(ii) olher measures announced since lhe 1988-89 Budget; and 

(iii) measures announced in the 1989-90 Budget 

Details of (i) and (ii) are shown in Appendix A and Appendix B, respectively; the 
measures in (iii) are described in this pan. The costings of earlier measures may differ 
from those provided at the time of original announcement because of revisions to base 
and parameter estimates. 

Table I: Revenue Measures 

Measure 

(i) Measures Announced in the April 1989 Economic Statement 
Income Tax -

Personal income tax rates scale } 
Concessional rebates } 
Pensioner rebate 
Taxation of foreign source income (a) 

(ii) Other Measures Announced Since the 1988-89 Budget 
Income Tax-

ACT election expenses 
Beneficiary rebate 
Capita! gains tax: long term leases of land 

and principal residence exemption 
Deductibility of gifts: extensions 
Defence force personnel serving in Namibia 
Dividend imputation: early balancing company assessments 
Research and development tax concession (b) 
Substantiation rules relating to award transport allowances 
Superannuation tax reform 
Taxation of traditional financial securities 
Tax file number: amendments 
Thin capitalisation 

Wholesale Sales Tax -
Computer software 
Containers for marketing alcoholic beverages 
Recycled paper 
Shipping containers 

Customs and.Excise Duty -
Coated kraft paper and paperboard duty restored 
Rebate on marine diesel excise 
Sugar tariff arrangements 
Taxation of petroleum products 
Transport containers 

Other Measures -
Conversion of nominated housing advances to grants 
Light dues and nnvigation charges 
Telccommunice.tions applications fees 
Wheat Industry Fund levy 
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Estimated Change in.Revenue 

1989-90 1990-91 
Sm 

4900 

-SO 

-3 

-70 

-30 
-2 

-8 

-7 

3S 

Sm 

-S760 

-ISO 

-63 

-3S 
-2 

-3 

-21 

3S 

'l 

/I 
'! 
I 

' i 
I 

I 
! 
l 

J 

Estimated Change in Revenue 

Measure 1989-90 1990-91 

(iii) Measures Announced in the Budget 
Retirement Income Measures - (c) 

Tax deductions for personal superannuation contributions 
Changes to the administrative arrangements for the reasonable 

benefit limits 
Improved vesting and preservation standards 
Better integration of the social security and taxation systems 

Tax Treatment of Life Insurance (d) 
Company Tax Collection System (c) 
PA YE Remittances (I) 
General Income Tax Measures -

Capital gains tax measures 
Deductibility of costs of professional taxation advice 

and' compliance with taxation laws 
Dividend selection schemes and share based financing 

arrangements 
Medicare levy exemption 
Medicare levy low income thresholds 
Provisional tax - quarterly fostalmcnts (g) 
Provisional tax uplift factor 
Removal of seven year loss carry-forward restriction (/J) 
Resetting.and targeting of beneficiary rebate 
Tax deductions for the quarrying industry (i) 
Tax exemption for certain clubs 
Tax status of Australian Wool Testing Authority 
Thin capitalisation 

Wholesale Sales Tax -
Aids to manufacture 
Flavoured. milk drinks 
Small manufacturer exemptions 

Other Measures w 

Application for temporary resident visa 
Compliance/malpractice - quarantine and inspection 
Interest on cash balances with the Reserve Bank (j) 
Radiocommunications licence fees 
Therapeutic goods 

Leu du.n $0.Sm. 
Thc 1111ure or the measure i• such du.ta reliable catimatc cannot be provided• 
Nil. 

$m 

88S 
sso 

• 
-2 

-10 

-160 

-3 

-8 

3 
I 

4S 
6 

Sm 

ISO 

40 

4 
-3S 

12 
.IQ 

-S 

-12 

3 
1 

-70 
10 
14 

(11) The mc11urc1 generally take effect from. the 1990--91 income year and thua have no revenue impact in 1989-90 
or 1990--91. Though difficull to determine, the likely direct revenue gain from these measures is broadly 
eltimatcd at S85m in 1991-92. 

(b) Thc four year extension of the rc1C.1rch and development conec11ion b11 no revenue impact in 1989-90 or 
1990--91 but i1estimated10 cost a total ofS800m from 1992-93. 

(c) The measure h111 no revenue impact in 1989-90 or 1990-91. The c1timatcd coat to revenue of the lint 
mea1urc i1 $200m in 1991-92. 

(d) Thc mcature bu DO revenue impact in 1989-90 or 1990-91. The eatinutcd cost to revenue i1 $30m in 1991-92 
building 10 $140m by 1993-94. 

(c) Thi• meuurc will reduce outlay• on public debt intemt by about S22m in 1989-90, $350m in 1990-91 and 
$330m per annwn in subsequent ycan. The e1tim1tcd revenue impact of the clumgc1 in 1991-92 and 
subtcquent ycan i1 nil. 

(/) This mca1urc will reduce outlay• on public debt intcreat by $20m in 1989-90, and S70m per annum.in 
1ub1equcnt ycan. 

(g) This mcuure will incrcatc outlays~ public debt interc1t by $20m in 1989-90, $18m in 1990-91 and $15m 
per annum in sub.cquent ycan. 

(h) The measure will have an initial revenue cOlt of $Sm in 1998-99, increasing to S20rn per annum in subsequent 
ycan. 

(i) Eatimatcd revenue cOlt will build to $20m per annum in later ycan. 
(J) Thi• mcawrc will reduce oullay1 on public debt interest by $50m in 1988-89 and SIOm in 1989-90. 
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MEASURES ANNOUNCED INTHE BUDGET 

Retirement Income Measures 

The objectives of the Government's retirement incomes policy are to ensure that all 
Australians have an adequate and secure income in retirement and that those still in the 
workforce are encouraged to save for their retirement in order to enjoy a higher standard 
of living and be less dependent on the social security system. The increasing age 
dependency of the Australian population in prospect in the first part of the next century 
underlines the importance of moving now to establish a comprehensive and effective 
retirement incomes policy. 

Superannuation is the main form of retirement savings in Australia. Major tax 
concessions are provided to encourage self-provision by way of superannuation, thereby 
reducing the burden on future generations in meeting the retirement income requirements 
of the current worlcforce. 

In May 1988 the Government announced a major reform of the taxation of 
superannuation which established a soundly based and fair structure of taxation and built 
on improvements made in the regulatory framework for superannuation since 1983. 

The measures outlined below are intended to reinforce existing arrangements by 
encouraging greater savings for retirement through superannuation; by removing 
disincentives to retirement savings that arise from the interaction between the taxation 
and social security systems; and by ensuring that the taxation concessions provided to 
superannuation are used effectively in providing a higher standard of living in retirement. 
Taken together with other measures on the outlays side outlined in Statement 3 and in the 
Retirement Incomes Policy Statement of the Minister for Social Security, these changes 
will encourage self-provision for retirement. 

Tax Deductions for Personal Suptrannuation Contributions 

The annual limit on deductible personal superannuation contributions (currently 
$3000) is to be substantially modified to improve access to deductible superannuation 
contributions for self-employed persons and employees wilh no, or low levels of, 
employer superannuation support. The new arrangements will apply in respect of 
superannuation contributions made after 30 June 1990. 

Under the new arrangements, self-employed persons and employees without 
employer superannuation support will be allowed. to make deductible superannuation 
contributions subject to: 

25% of lhe excess of conuibutions to funds over $3000 per annum not being 
deductible; and 

the total deductible contributions not exceeding the amount necessary to fund 
benefits at the reasonable benefit limits for the individual concerned. 

The requirement in relation to non-deductible conbibutions is designed to place 
self-employed persons and employees wilhout employer-sponsored superannuation on 
the same footing as employees with employer-sponsored superannuation whose 
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contributions will be deductible, under the measure next described, only where there are 
modest levels of employer support. 

Persons who are members of employer-sponsored superannuation schemes (including 
award schemes) will be allowed to make deductible superannuation conuibutions in 
respect of a year of income up to an annual amount specified in Table 2 below. 

Table 2: Deductible Contributions Scale for Supported Employees 

Level of Employer 
Superannuation Support (a) 
(%of salary) 

up lo4.0 
over 4.0 to 4.S 
over 4'.S to S.O 
over S.O to S.S 
over S.S to 6.0 
over 6.0 to 6.5 
over 6.S 

{a) Including notional employer 1upport provided under unfunded unngements. 

Maximum 
Deduction 

(Spa) 

3000 
2500 
2000 
1500 
1000 
500 

For employees, the level of employer support provided will be delermined as eilher: 

for schemes olher lhan defined benefit schemes, the percentage of salary 
contributed by lhe employer to the fund concerned in the year; or 

for defmed benefit schemes, the amount of employer contributions that would be 
required to fund lhe particular scale of retirement benefit for which the person is 
eligible (irrespective of the actual level of employer conuibutions made in the 
year), calculated in accordance with guidelines issued by lhe Insurance and 
Superannuation Commission. 

To assist employees in determining the maximum deduction lhey are entitled 10, 
funds will be required to report the amount of employer support to employees each year. 

These measures, which are expected to affect about 600 000 people, will encourage 
superannuation savings by improving access for self-employed persons and employees 
without employer-sponsored superannuation; by improving access for low to middle 
income employees who have only modest employer superannuation support; and, 
importantly, by enhancing the development of industry-wide schemes for which there 
will now be a sound framework for accommodating any increases in employer-provided 
award superannuation. 

Changes to the Administralive Arrangements for the Reasonable Benefit Limits 

As foreshadowed in lhe May 1988 Economic Statement, the Government is to revise 
the arrangements for the administration of the reasonable benefit limits (RBL). The 
changes, to apply from 1 July 1990,. will enhance the effectiveness of the RBL as a 
lifetime limit over the access of individuals to the superannuation tax concessions; make 
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the RBL more generous for low income earners; simplify the funding rules; encourage 
longer workforce pa.'1icipation; and provide greater incentives to take benefits as 
pensions or annuities. 

Under the new arrangements, superannuation funds will be able to pay out excessive 
benefits as lump sums without losing their complying status. In future •. where an 
individual receives benefits in excess of his or her RBL, the excess benefit will be taxed 
at the individual's marginal rate of tax, Benefits provided by rollover vehicles will also 
be subject to the limits. Providers of concessionally taxed superannuation.benefits will be 
required to repon details to the Insurance and Superannuation Commission which will 
keep a record of benefits received over a person's lifetime. These records will be used to 
assess whether a benefit received by a person is within the RBL and the tax treatment to 
apply. 

The RBL will no longer be based on a person's salary over the final three years of 
employment, but instead will be based on the person's highest average salary in any three 
consecutive years prior to retirement, indexed where benefits are fully preserved ~ age 
65 or taken as a life pension or annuity, or where those aged 55 or more satisfy a 
workforce participation tesl This will encourage preservation, taking of benefits. as 
pensions or annuities and longer workforce participation by allowing a person to wmd 
down his or her workforce participation without any loss of entitlements to benefits. It 
contrasts with the present arrangements which encourage retirement when a person 
reaches peak salary, often well before full retirement age. 

As well, a minimum RBL-that is, a minimum entitlement to concessionally taxed 
benefits-will be established based on an indexed 'base salary' (initially $25 000). This 
will both simplify the administration of the RBL and increase considerably the limits for 
low income earners. 

The attractiveness of pensions and annuities that can be provided by superannuation 
funds will also be enhanced by: 

increasing the reversionary benefits that can be paid to a surviving spouse or 
dependants to 85%; 

removing the present 5% limit on the indexation of pensions and annuities and 
allowing indexation of pensions or annuities to the Consumer Price Index (CPI); 

allowing pensions and annuities to be paid for a guaranteed period, with unused 
annuity capital being payable to an estate; and 

allowing complying superannuation funds to provide pensions by way of ~nuities 
purchased from registered life offices in the name of the member usmg the 
rollover of the member's accrued benefil 

In order to qualify for the higher pension RBL, a person must take at least 50% of 
benefits in pension or annuity form; such pensions or annuities will be required to m~t 
minimum standards to ensure they are genuine retirement income vehicles. A person wdl 
be subject to the lump sum RBL in all other cases. 

The 20 year qualifying. service rule for associated employees is to be removed, 
consistent with the removal of the present $3000 limit on deductible contributions by 
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self-employed persons and unsupported employees to superannuation funds. From 
1 July 1990; associated persons will generally be subject to the same funding rules as 
other fund members. 

The funding rules for complying superannuation funds will be simplified and, from 
I July 1995, a uniform normal retirement age for funding purposes of 65 years will apply 
to all funds •. Funds that exceed their funding limits will no longer be required to transfer 
the excess assets back to the employer or to a non-complying fund but, instead, will be 
required to cease receiving contributions until such time as the funds' assets are again 
within the funding limiL The funding rules are more flexible and, in particular, will 
reduce the scope for the build up of unnecessary surpluses. The taxation treatment of 
amounts repaid to an employer or transferred to non-complying funds is also being 
changed to recover 18X.relief gained' during the period benefits accrue in a concessionally 
taxed environmenL 

Full details of the changes to be made to the administration of the RBL are contained 
in the separate document released concurrently by the Insurance and Superannuation 
Commission entitled 'Information Paper: Review of the Administration of the 
Reasonable Benefit Limits'. 

Improvtd Vesting and Preservation Standards 

In order to ensure that' the superannuation tax concessions are more effective in 
providing income in retilcment, imiiroved vesting and preservation standards will apply 
to all employer-financed benefits that accrue from I July 1995. In addition to the existing 
vesting and preservation standards: 

all employer-fmanced benefits accruing from I July 1995, other than those already 
required to be vested under existing standards, will be subject to a minimum 10 
year vesting scale; and 

from I July 1995, an amount equal 10 the level of all· employer-financed benefits 
that are required to be vested under the new vesting standard will also be required 
to be preserved until retirement on or after age 55. 

Improved vesting and preservation of benefits are important elements in enhancing 
the role of superannuation savings in the provision of retirement income. The 
Government will. therefore monitor the workforee's participation in superannuation and 
implementation of the new vesting and preservation standards in order to determine the 
feasibility of further enhancement of vesting and preservation to age 60 after the year 
2005. 

The Insurance and Superannuation Commission will be consulting with the 
superannuation industry, employers and unions in the process of the detailed 
implementation of these improved vesting and preservation standards. 

Better //llegration ef the Social Security and Taxation Systems 

The Government will be implementing measures to improve the interaction· between 
the social security system and the tax system for pensioners so~ to remove disincentives 
to individuals undertaking retirement savings and thereby to encourage grealer 
self-provision in retilcmenL 
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Many pensioners currenUy face very high effective marginal tax rates (EMTRs) 
caused by the combined effects of withdrawal of the pension above the income leSI free 
area, marginal income tax rates and withdrawal of the pensioner tax rebate on their 
non-pension income above the free area. These very high EMTRs not only diston 
savings and investment behaviour of pensioners and those saving for retirement but also 
cause resentment confusion and compliance difficulties for pensioners facing two 
separate systems of administration. 

From 1995, a better integrated system of social security and tax administration. will be 
introduced for age and service pensioners which will remove age and service pensioners 
from the tax system and make pan-rate pensioners subject only to the 50% withdrawal 
rate on their pension entiUements imposed under the pension income test. This will be 
achieved by increasing the pensioner rebate to exempt from tax persons in receipt of an 
age or service pension, with the rebate being withdrawn beyond the pension shade-out 
range. Under these arrangements, the current high EMTRs faced by pensioners over the 
withdrawal range of the pension (of up to nearly 77% for a single pensioner) will be 
reduced to 50%. These substantial prospective reductions in EMTRs will encourage the 
current workforce to make greater self-provision for retirement income and thus reduce 
reliance on social security pensions. 

This significant reform will reinfon:e and extend the measures announced in the April 
1989 Economic Statement to exempt from tax full-rate pensioners within the income test 
free areas of $40 per week for single pensioners and $70 per week combined income for 
married-rate pensioners. To preserve the effect of these measures, the income test free 
area for the pension will be indexed annually, commencing in the 1991-92 income year. 

Tax Treatment of Life Insurance 

Following a review of the taxation treatment of life insurance conducted in 
consullation with indus1ry bodies, expenses incurred by life office companies (that is, 
excluding friendly societies and olher registered organisations, which are eligible for a 
lower tax rate) in gaining the investment component of life insurance premium income 
are to be allowed as a taxation deduction, with lhe deduction to apply in respect of 
expenses incurred on or after I January 1990. No other changes to existing taxation 
arrangements are proposed as a consequence of the review. 

Allowing deductibility to life offices of lhe expenses incurred in gaining lhe 
investment component of premium income achieves broad consistency with the taxation 
arrangements applying to conceptually equivalent expenses of certain other financial 
intermediaries. Life insurance is a major soun:e of long-term savings for business 
investment purposes. The removal of inconsistencies in the taxation treatment of life 
offices' life insurance business removes an unfair tax burden on such investments, 
thereby increasing the return on savings in this fonn. 

The deductible proponion of expenses incurred in gaining life insurance premium 
income will be determined by reference to that proponion of total premium income 
remaining after subtracting the risk or insurance component. In the interests of 
consistency, a suitable monality basis will be specified in the amending legislation; life 
offices will also be required to have the investment component of premium income on 
which lhe claim ror a deduction is based certified by the Life Office Actuary. No 
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deduction will be allowed in respect or the gaining of premium income from exempt 
policies. 

Company Tax Collection System 

Companies presenUy obtain much greater tax dererral benefits than other taxpayers, 
benefirs equivalent to an inleiest ftee loan from the Commonwealth of dte deferred tax. 
Companies benefit from deferring the payment of lax until after, rather than during, the 
income year; from being able to spread such paymenrs over that following year; and from 
basing dte first three quanerly paymenrs on income of two years prior to the year of tax. 
In comparison, tax instalments of wage and salaiy eamezs are for, and based on, actual 
income earned in a pay period. Provisional tax paymenrs of other non-company 
taxpayers are for current year income and are based on uplifted prior year income. 

A new tax collection system ror companies, complying superannuation funds, 
complying approved deposit funds and pooled superannuation ttusrs will therefore apply 
in respect of their 1989-90 and subsequent years. of income. Since these entities are 
required to pay tax in the year following the year of income, the new arrangemenrs will 
rust affect tax paymenrs in their 1990-91 financial year (or substituted year in the case of 
early balancing companies). The changes will alter the timing of paymenrs within the 
financial year of affected taxpayers but not the total amount payable. The bring-forward 
of payments within the year will reduce the lax deferral available to these taxpayers 
compared to individuals, thereby enhancing the equity of the taxation system. It will 
generate a significant reduction in Commonweallh outlays by reducing public debt 
interest. 

The amended collection system will consist of a single instalment of tax, due by the 
15th day of the first month after the end of the year of income (or substituted accounting 
period of early balancing companies, with 15 January being the earliest due date), equal 
to 85% of the notional tax amount or 85% of the taxpayer's estimate of actual tax 
liability. The balance of tax owing will be due by the 15th day of the ninth month 
following the end of the income year. (or substituted accounting period of early balancing 
companies, with 15 September being the earliest due date). Companies which balance 
after 30 June in lieu of that date will continue to be treated as if they balance on 30 June. 

The notional tax amount will continue to be determined by applying the tax rate 
applicable to the year of income to lhe preceding year's taxable income. The option to 
estimate actual tax liability will replace the current provisions allowing companies whose 
actual tax liability is less than the notional tax amount to vary their instalmenrs. Penalties 
modelled on those currenUy applicable when the taxpayer varies instalmenrs will apply 
where the actual tax liability is underestimated by more than 10%. 

The current exclusion of liability for instalments is retained where notional tax is less 
than $1000. The total amount of tax owing by companies in this situation will be due by 
the 15th day of the ninth month following the end oC the income year (or substituted 
accounting period of early balancing companies). 

Tu enhance the efficient operation of the lax collection system, changes consistent 
wilh a system of self-assessment will also be made. Rather than having the 
Commissioner of Taxation infonn companies of their instalmenrs by service of notices, 
and the balance of lax owing by issue of assessmenrs, such taxpayers will be required to 
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determincithcir instalments on the basis of nolional tax or lheir estimate of acwal tax; and 
to make thcir own calculation of thcir balancing payment. A notice of assessment would 
still be issued and would provide for further payments or tt:funds in appropriate cases. 

The following examples illusuate Ille new arrangements. 

A company balancing on 30 June 1990, in respect ofits 1989-90 income year,. will 
be required to pay an inslalment of tax by lS July 1990. The instalment will be 
8S% of Ille company's notional tax (based on taxable income of Ille 1988-89 
income year) or, if the company so elects, 8S% of its estimate of the tax payable 
for die 1989-90 income year. The balance of tax will be payable by 
lS March 1991. 

A company with a substituted accounting period balancing on 31 December 1989, 
in lieu of the following 30 June, will be required to pay its initial instalment by 
IS January 1990 and its balance of tax by 15 September 1990. 

A company balancing on 30 June 1990 in respect of its 1989-90 income yur in 
which it derived taxable income, but which paid no tax in that year because it had 
no taxable income in 1988-89, will be rcquircd to calculale and pay by 
IS March 1991 thefullamountofraxdueon irsl989-90incorne; 

To ensure that the appropriate instalment payments &IC not avoided, the 
Commissioner of Taxation will be authorised to determine that the instalment payable be 
based on the nolional tax amount, mther than the taxpayer's own estimate, or to adjust 
the amount of the insralment to an amount not exceeding 85% of the notional tax amount 
if, in the opinion of the Commissioner, the company or its associates have engaged in a 
scheme designed with the sole or dominant purpose of tt:ducing the level of the 
instalmeriL If the amount of the instalment paid by the company is less than the amount 
so determined by the Commissioner of Thxarion, penalties will apply in respect of the 
diffei:cncc. 

The requirement for a single instalment of tax, in lieu of thc existing system requiring 
thlCe instalments prior to the payment of the balance, will bring forward from 1990-91 to 
1989-90 revenue of $88Sm .from early balancing companies. The requirement for an 
earlier payment of the self-assessed balance of tax will bring forward SISOm of revenue 
from 1991-92 to 1990-91. The bring-forward of the instalment and balancing.payment 
dates within the taxpayer's tax year will result in ongoing.savings in public debt interest 
outlays of about $330m in each year from 1990-91. 

PAYE Remittances 

From I December 1989, group i:cmiuers with annual PAYE rcmiuances exceeding 
$Sm (and Companies that att: membezs of a wholly owned group with aggi:cgate annual 
i:cmittances exceeding $5m) will be i:cquired to remit twice monthly-oo the 7th and 21st 
of each month--lax instalment deductions made from wages and salaries. 

This change is the first step towards PAYE remittance arrangements aimed at moving 
larger group employers to a bi-monthly system and small employers, comprising the 
majority of i:cmitters, to a less frequent payments system than at present and, possibly, at 
discontinuing the tax stamps system. 
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The change brings forward into the 1989-90 income year two weeks' PAYE 
collections, lifting i:cvenue by some $S50m. 

The reduction in the payment deferral benefits achieved by the closer matching of 
remiuances to collections will result·in estimated public debt intett:St savings of $20m in 
1989-90 and $70m in 1990-91 and later years. 

General Income Tax Measures 

Capital Gains Tax Mtasurt1s 

The Government has decided to make a number of amendments to the capital gains 
tax (CGT) provisions. These amendments do not encompass any fundamental changes in 
the design of the CGT. Rather, they i:cpi:csent a fme tuning of the provisions that the 
Government believes necessary having monitott:d the functioning of the tax over its 
initial four years of operation. The following is a summary description of these 
amendments. Further details of the amendments are contained in the TICBSurer's related 
Press Release of IS August 1989. 

(i) Deemed Disposals of Assets 

In a number of gpecific circumslances, transactions in i:clation to underlying assets 
acquired before 20 September 1985 are deemed by the CGT provisions to involve the 
disposal of a separate asset acquired immediately befoi:c the disposal takes place. These 
circumslallees include the grant of a lease, the grant of an option and the grant of a right 
to use or exploit an asset, or an agi:cement to forfeit or surrender a right (for example, a 
restrictive covenant). These measUICs were not fully detailed until the CGT legislation 
was introduced into Parliament on 22 May 1986. The Government has decided to amend 
the law to exclude from CGT certain transactions occurring before 23 May 1986 (rather 
than 20 September 1985) in these circums1ances. 

(ii) Securities Lending Ammgemenrs (Scrip Lending) 

Tuxpayers engaged in certain securities lending arrangements will be allowed tt:lief 
from income (including capilal gmns) rax provided that the security i:ctumed is the very 
same security as that originally lent or a security identical to that originally lent. This 
change will be applied from the time amending legislation is introduced. 

(iii) Effect of Tax-Free Distributions on Cost Base of Shares and Units in Unit 
Trusts 

A tax-free distribution in respect of a unit in a unit trust or a share in a company 
ICSUlts in a reduction in the taxpayer's cost base for the unit or sharc for capilal gains tax 
pwposes. Under present CGT provisions, where the tax-free distribution occurs within 
12 months of the acquisition of the unit or sharc, the unindexed cost base is reduced, so 
that indexation benefits up to that point are denied. 

For distributions on or after 16 August 1989, the tt:duction in the cost base will be 
applied to the indexed cost base when the distribution is made, provided that, at the time 
of subsequent disposal, the units or shares have been held for at least 12 months. 
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(iv) Business Reorganisations 

Based on the principle that reorganisations of ownership arrangements which entail 
no change in the effective beneficial ownership of assets by a taxpayer should entail no 
adverse CGT consequences, the Government will amend the raxation law so that 

with effect from 20 September 1985, rollover relief is extended to taxpayers: 

(i) on conversion of various home unit ownership schemes (for example, 
company title) to strata title; 

(ii) wbOse interests in inCOJ]l<llllted associations are converted into shares in 
companies; and 

with effect from 16 August 1989, where a pre-CGT asset that is not a taxable 
Australian asset is transferred to a non-resident group company, in determining the 
application of anti-avoidance provision Section 160ZZT of the Income Tax 
Assessment Act 1936, the asset will be taken to be a pre-CGT asset. 

(v) Trea1ment of Convertible Notes 

The CGT provisions are to be amended to ensure !hat where shares acquired as a 
result of the conversion of a convertible note are disposed of, the CGT provisions only 
apply to gains and losses on the shares which arise after conversion. This amendment 
will eliminate the possibility of double taxation (and !he possibility of duplication of 
losses) created by the amendments to the basis of taxation of traditional securities 
acquired after 10 May 1989. The amendment will apply in respect of gains on shares 
disposed of after 10 May 1989 and in respect of losses on shares disposed of on or after 
16 August 1989. 

(vi) Principal Residence Exemption 

As a result of a review of certain operational aspects of the Principal Residence 
Exemption (PRE), that exemption is to be available where taxpayers: 

build a dwelling upon vacant land and use that dwelling as their sole or principal 
residence for a continuous period of (at least) three months before disposal (the 
residency requirement had previously been 12 months); 

die during the period after the commencement of construction of a new home but 
prior to fulfilling the full residency requirement; or 

erect a dwelling on land acquired before 20 September 1985, or construct a new 
dwelling following the demolition of an existing dwelling, or complete a partially 
constructed dwelling. 

Further, the provisions relating to the PRE are to be amended to: 

allow the PRE to apply in respect of a period of absence from the principal 
residence (of up to four years) where the taxpayer dies during that period; 

allow a discretion for the Commissioner of Taxation to accept late elections from 
taxpayers (including beneficiaries/trustees) for the four year temporary absence 
concession; 
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take into account the use of a dwelling (as a principal residence) by a beneficiary 
during the relevant period where a disposal' occurs within 12 months of the 
deceased's dale of death; 

extend the availability of the PRE in certain situations where homes are occupied 
by beneficiaries of trust estates for periods while title to the home continues to vest 
in the trustee; and 

correct two minor technical deficiencies in the PRE provisions relating to the 
availability of the PRE for beneficiaries. 

These amendments are in accordance with established policy in providing an 
exemption for a principal residence. The amendments address situations where th~ law 
would otherwise have operated harshly. As a resul~ the amendments generally wil~ be 
backdated to apply to properties acquired on or after 20 September 1985. The detaJled 
terms and conditions of these amendments are provided in the Treasurer's related Press 
Release of 15 August 1989. 

(vii) Anti-Avoidance Amendments 

Following investigation of certain loopholes in the CGT, the Government is to 
introduce a range of measures to eliminate undue tax advantages. These measures do not 
extend the scope of the CGT and accord with established CGT principles. The measures, 
in summary, are set out below. 

Certain Non-Arm's Length Transactions-For acquisitions of assets where there is 
no corresponding, disposal for CGT purposes (for example, share i~ue), !he 
consideration for the asset is to be taken as the lesser of the actual cons1derauon 
paid or the market value of the asset acquired with index:ition ?f the ~~st b~ 
calculated by reference to the time at which amounts are patd. This prov1S1on will 
apply to assets disposed of on or after 16 August 1989. 

Disposal of Certain Assets---On or after 16 August 1989, where an asset is 
disposed of, but there is no corresponding acquisition for CGT purpo~ (for 
example, cancellation of a share), the market value of the asset can be subsututed 
for the disposal proceeds. 

Disposals of Shares or Interest in an Entity-In respect of disposa~ on or. after 
16 August 1989, the provisions dealing with the disposal of an m!°resl '". an 
interposed entity are to be extended to include a reference to an enuty that JS a 
company or a trust estate which, within the period of 5 years commencing on or 
after 20 September 1985 and prior to the disposal of the relevant shares or 
interests, had been a private company or a private trust estale. 

Transfer of Capital Losses-The transfer of a capital loss realised on the disposal 
of an asset acquired on or after 20 September 1~85. is to be limited to the ~ou?t 
of the cost base of the interests held, directly or mdirectly, by group compames m 
the company transferring the loss. Where a capital loss is transferred to another 
company in the group, the cost base, reduced cost base and indexed cost base of 
interests hekl'directly or indirectly by group companies in the transferee company 
that were acquired on or after 20 September 1985 will be reduced accordingly. 
These provisions will apply to losses transferred on or after 16 August 1989. 
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Rollove.r ~elief-The ru_les affecting rollover relief in relation to company 
reorgamsauons are to be lightened. Where an asset is transferred from a person to 
a wholly owned company or between companies in a COl]JOrate group on or after 
16 August 1989, rollover relief will be limited to a case where: 

- !'1e consideration in respect of the transfer of the asset consists solely of shares 
m the transferee.company (and the assumption of any liabilities attributable to 
the asset); and 

- the market value of such consideration equals the net market value of the 
transferred asseL 

Where an asset is. transferred between companies within a corporate group: 

(i) if the transferred asset was acquired before 20 September 1985, the shares are 
taken to have been acquired before that time; 

(ii) if the trans.ferred asset was acquired on or after20 September 1985, the asset's 
cost base, mdexed cost base and reduced cost base (less any liability assumed) 
are transferred to the shares; 

(iii) if the issuing of. s~ares 10 the transferor company is prohibited by law (for 
example, a subs1d1ary cannot own shares in a parent), consideration in the 
form of securities of the transferee company is acceptable (subject 10 the same 
CGT rules-that is, cost base, market value and CGT status-that would 
apply 10 shares issued in other situations); and 

(iv) no rollover relief is allowed in relation 10 loss assets (that is, assets that have a 
market value less than the reduced cost base). 

Rol!ove~ relief is also available where a subsidiary group company distributes an 
asset to its parent company where no consideration is received for the transfer. In 
these cases, the cost bases of the shares in the subsidiary will be proportionately 
reduced by the cost bases of the asset transferred if it was acquired on or after 20 
September ~985 or by the market value of the asset transferred if it was acquired 
before that ume (less any liability assumed). 

Although not ~n an.ti-avoidan~ measure, an associated amendment will apply 
where an ~~ is a nght or opuo~ ~ acquire shares or further options of a wholly 
owned subsuliary comp"?y and 1s issued for no consideration to parent company 
shareholders (or convertible noteholders). The change will operate so that the 
deemed date of acquisition of the asset and the cost base treaunent of the asset (or 
of share~ ~r options acquired upon the exercise of the asset) will be the same as if 
the subs1d1ary company had issued the right or option to its own shareholders This 
measure will apply to rights and options issued on or after 16 August 1989. · 

leductibility of Costs of Professional Taxation Advice and Compliance with Taxation 
aws 

Fr~ I July 1~9, e~penditure incurred by a taxpayer in complying with all 
•US~1an tax laws (mcluding attending to the requirements of an audit by the Australian 
llxation Offia; of the taxpayer's affairs) will be deducu'ble for income tax pU!]JOses. The 
osts of prepanng and prosecuting an objection or appeal against a determination made 
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under an Australian tax law, and in seeking tax advice on the taxpayer's business and 
financial dealings, will also be deductible. 

The allowable expenditure will be confined to payments to registered tax agents, or 10 
solicitors or barristers who are exempt from the requirement to register as tax agents, but 
will include expenditure incurred where the relevant services are provided by employees 
of the taxpayer. 

Deductions will not be allowed for expenditure incurred in connection with an 
offence against any tax law, or for expenditure of capital or of a capital nature other than 
by way of depreciation. Also, deductions will not be allowed where the expenditure 
relates to a non-income earning activity or asseL 

Any deductible costs that are recovered will be assessable income in the income year 
ofreceipL 

Dividend Selection Schemes and Shaft Based Financing Arrangements 

Following a review of various arrangements which have emerged since the 
introduction of the dividend imputation system, the Government has decided to amend 
the tax law to address dividend selection and share based financing arrangements. 

A variety of structures has been developed to accommodate dividend selection 
arrangements. Under one form of arrangement shareholders are offered the choice of 
receiving distributions in the form of frnnked dividends or as bonus shares paid from the 
company's share premium accounL The issue of shares from the share premium account 
has been treated as a restructuring of capital and, therefore, has not been regarded as the 
payment of a dividend: Shareholders with no use for franking credits could elect to 
receive bonus shares paid from the share premiwn account in lieu of franked dividends. 

The other common form of dividend selection involves arrangements where 
shareholders have been able to select a dividend from different companies within the 
company group. This may have involved, for example, stapled stoek where shareholders 
investing in a company group were issued with shares not only in a holding company, but 
also in one or more subsidiaries or associates of the group. These shares were 'stapled' 
together and could not be traded separately, the general pU!]JOse of siich arrangements 
being to allow shareholders an election as to whether dividends are paid from the parent 
or from a nominated stapled entity. In practice, one arm of the staple would offer a 
franked dividend, while the other would offer an unfmnked dividend. A variety of other 
structures has also been developed for these purposes, but the common feature of all such 
schemes is that shareholders could select the source of their dividends in order to achieve 
the best possible tax resu!L 

To remove the Australian tax benefits associated with dividend selection schemes, the 
new measures will require that the dividend franking account of a company paying a 
dividend be debited in respect of all dividends paid, from whatever source, under a 
dividend selection scheme of which the company's dividends form pan. The company's 
franking account will be debited at the maximum (domestic) franking rate of any 
dividends available under the scheme. 

In addition, bonus shares paid from a share premium accoont will be deemed as 
dividends for dividend franking PUl]JOSOS unless the bonus shares are distributed pro rata 
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to all shareholders on a non-renounceable basis. The amount of dividend deemed to have 
been paid by the issue of bonus shares under a dividend selection plan will be calculated 
by multiplying the nUQlber of shares upon which an election to receive the bonus shares 
has been made by the amount of the dividend to which shares not participating in the 
scheme are entitled. 

In order to give time for companies to adjust their arrangements, and for legislation to 
be enacted, these changes will apply in respect of dividends paid on or after 1 July 1990. 

These amendments will not prevent companies from inuoducing dividend selection 
schemes designed to allow, for example, non-resident shareholders in an Australian 
company to obtain the benefit of imputation credits provided in their country of 
residence, but the ability of such schemes to exploit the Australian imputation system 
will be removed. 

Franking credits can also be used in financing schemes through the use of preference 
shares (or similar schemes) on which franked dividends are paid Such schemes are 
attractive to tax-Joss or otherwise non-taxable borrowers, unable to access the interest 
deductions associated with a standard financing arrangemen4 but possessing franking 
credits surplus to their present requirements. 

Under these schemes, a borrower could issue (say) redeemable preference shares to a 
financier; the financier would subsequently receive, in lieu of taxable interes4 dividend 
income free of tax by vinue of the intercorporate dividend rebate and would be able to 
credit its franking account with the franking credits attached to the dividend; in practice, 
most of the tax benefits would be arbitraged to the borrower in the form of 
concessional-rate finance. 

To combat such arrangements, dividends paid in respect of shares issued, under share 
based financing arrangements, on or after 16 August 1989, or under share based 
financing arrangements entered into on or after 16 August 1989 will be precluded from 
being frankable dividends. This will prevent franking credits and franking rebates arising 
in relation to these dividends. The meaning of 'financing arrangements' for this purpose 
will be the same as that applying in Section 460 of the lncollll! Tax Assessment Act 1936. 
This will also effectively extend the scope of Section 460 to deny the intercorporate 
dividend rebate in respect of all dividends paid under share based financing 
arrangements. In addition, such dividends, by virtue of not being franked dividends, will 
be subject to dividend withholding tax when paid to non-residents. 

Medicare Levy Exemption 

From 1 July 1989, a person who is personally exempt from the Medicare levy will no 
longer be required to pay a half levy in respect of a non-exempt dependant where that 
dependant is subject to the levy on separate income. 

Medicare Levy Low Income Thresholds 

The low income thresholds for Medicare levy purposes will be increased to $10 300 
for individual taxpayers and $17 360 for married couples and sole parents in 1989-90. 
The additional threshold for children will remain at $2100. 
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Pensioner Rebate 
Details of the levels of pensioner tax rebates and related arrangements to apply in 

1989-90 as a result of the policy announced in the April 1989 Economic Statement are 
set out in Appendix A. 

Provisional Tax-Quarterly Instalments 
In response to a review of the quarterly instalment system of payi~g provisional tax, 

the Government has deeided to raise the threshold for general exemption from $5000 to 
$8000. This change will apply to provisional tax payable in 1989-90 and subseque~t 
income years. As a result, some 130 000 of the existing 320 000 instalment taxpayers will 
instead pay provisional tax annually, including 45 000 taxpayers aged over 60 years. 

In addition, where income tax payable for an income year is less than the provisional 
iax credit of that year, the excess credit will not be offset against a quarterly instalment of 
provisional tax unless the instalment is due for payment. This change will apply from the 
time of Assent to the amending legislation. 

Provisional Tax Uplift Factor 
Tu take account of expected growth in incomes, provisional taxpayers' incomes f?r 

the previous year have, since 1980-81, ~n increased by a stan~d percen~e.to obtain 
notional current year incomes on which to base the calculauon of provmonal tax 
payments. The standard percentage applied in 1988-89 was 12%; an uplift factor ~f.10% 
wilt apply in W89--90, reflecting an anticipated slowing i~ in~me growth of prov':"1onal 
taxpayers. The 1989-90 rates scale will be applied to nouonal mcomes calculated m that 
way. 

Provisional taxpayers retain the option of self-~ment (~t is, prov~ding ~ 
estimate of their income for the current year which 1s then used m calculating .theu 
provisional tax payment). The provisional tax pa~me~t of those who sel~-assess will be 
derived by applying the 1989-90 rates scale to thetr esumates of 1989-90 income. 

Removal of Seven Year Loss Carry-forward Restriction 

Consistent with·the Government's policy of addressing taxation distortions, the seven 
year loss carry-forward restriction will be removed in respect of all taxation ~o~, 
including film losses, incurred in the 1989-90 and subsequent income years. Unlimited 
carry-forward will apply to such losses. 

Resetting and Targeting of Beneficiary Rebate 
A rebace is available for iaxpayers receiving Australian unemployrnen4 sickness or 

special benefits, a Job Search Allowance, a Formal Training Allow~e or certain 
Commonwealth education allowances to ensure that persons wholly or nuunly dependent 
on those taxable benefits do not bear income tax. 

From the 1989-90 income year, the rebate level will be set on an age-related basis 
reflecting the different benefit levels that apply to single beneficiaries of the age groups' 
under 18 years, 18-20 years, 21 years and over and,. where in recei!'t of a be"".fi~ for s~x 
months or more, 60-64 years. The separate rebate level for mamed beneficiaries will 
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continue to apply, Thus, regardless of age or marilal status, application of the new rebate 
sttucture will ensure that all full-rate beneficiaries without non-benefit income will 
continue to be exempt from tax. The maximum rebate will be reduced, as previously, at 
the rate of 12.5 cents for each dollar of taxable income in excess of the taxable income 
thresholds implied by the full-rate, full-year benefit. 

Also from the 1989-90 income year, the levels of rebate will be se~ following the 
release of the CPI figures for the December quarter of each year, by regulation based on 
po~icy guidelines prescribed in legislation. The 1able below sets ou~ for 1989-90, 
esnmated rebate levels and associated taxable income thresholds. As the full-rate, 
full-year benefit to under 18 year old beneficiaries is currently below the income 1ax 
threshold of $5100, no rebate is required. 

Table 3: Estimated 1989-90 Beneficiary Rebate Levels ($pa) 

Beneficiary Rebate Income Income 
Status Level Threshold' (•) Threshold (b) 

(I) (2) 
Single 

under 18 years n.a. 
18-20 years 70 5430 5990 
21+ years 330 6670 9310 
60-64 years (c) 340 6710 9430 

Married 450 12000 15600 

(•) Income Thrclhold (l) ii the muimum taxable income at which the beneficiary is eligible for the full rebate. 
(b) Income Thrcabold (2) i1 the taxable income at which the rcba.tc is fully cxtinguiahcd. 
{c) From June 1990 ainglc bcncficiarica aged 60-64 years in receipt of a benefit for aix month• or more will be 

cntilled to the higher, pcnaiooer level of benefit. 

Tax Deductions for the Quarrying Industry 

Quarrying operations are to be included in the mining provisions of the Income Tax 
Asses~nt Act 1936. Those provisions provide write-off for certain classes of capilal 
expenditures such as exploration, site preparation, certain items of infrasttucture and for 
transport facilities used in transporting minerals from a site. The new arrangements will 
apply 10 all allowable capital expenditure incurred on or after 16 August 1989. The 
provisions will apply 10 quarrying on the same basis as for mining except that: 

capital expenditure on housing and welfare facilities for employees will not be 
deductible under these provisions. Quarries are typically located near wban areas 
where the housing can be expected to mainlain value unrelated to the life of the 
quarry. There is hence no basis 10 accord concessional write-off; and 

the staw10ry maximum write-off period under both Divisions 10 and lOAAA will 
be set al 20 years. Quarrying operations are generally undenakcn on exlensive 
deposi~ which typically have a longer life than most mines. This longevity is 
appropnately reflected in a longer maximum write-off period: Expenditures oo 
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quarries with a life shorter than 20 years will be eligible for write-off over the life 
of the quarry; 

The inclusion of quarrying in the mining provisions recognises the many similarities 
between quarrying and mining-they involve the exploration for, and exploilation of, a 
wasting asset and, in many instances, use similar production methods and techniques-as 
justifying similar taxation treatment. All prescribed mining operations eligible for 
deductions under the existing provisions will remain so eligible. 

Tax Exemption for Certain Clubs 

All non-profit clubs, societies and associations established for the promotion or 
encouragement of a sport or game are to be exempt from income tax. This extends the 
previous exemption which had applied only lo clubs, societies or associations promoting 
athletic games or sports in which human beings were the sole participants and 10 animal 
racing clubs. The new arrangements address many anomalies that had resulted from tax 
exempt status being based on such arbitrary criteria as what constitutes athletic and 
whether human beings are the sole participants in the activity. As a result of the changes, 
sporting clubs such as motor cycle clubs and pony clubs will have the same lax slat us as 
other sporting clubs. The extended exemption is 10 apply with effect from the 1989-90 
income year. 

Clubs, societies and associations will continue 10 be taxable where their activities go 
beyond the promotion or encouragement of sports or games, for example, where the 
provision of social facilities, entenainment and the like is more than merely incidental to 
sport promotion. 

Non-profit community service organisations such as Lions and Ro1ary are also 10 be 
exempted from lax with effect from rhe 1989-90 year of income. Alrhough such 
organisations have rarely been subject to tax in the past, and are unlikely 10 have a 
18Xable income, the specific provision will remove any uncenainlies in this area. 

Tax Status of the Australian Wool Testing Authority 

Consislent with the Government's refonns of government business enterprises 
directed at greater economic efficiency and a level playing field, the current exemption 
from 18Xation of income accorded to the Auslralian Wool Testing Authority will be 
removed with effect from 1 July 1990. 

Thin Capita/isa1ion 

The exclusion of Australian-owned non-resident companies from rhe definition of 
'foreign controller' for the purposes of the thin capilalisation rules in Division 16F of the 
Income Tax Assessment Act 1936 will be removed with effect from 1 July 1990. 

Wholesale Salts Tax 

Aids to Manujac1ure 

The Government has reviewed the application of the aids to manufacture (ATM) 
provisions of the sales tax law, which exempt from tax equipment and materials for use 
in specified processes in the manufacture of goods. The review identified that anomalies 
arise under the ATM provisions where persons engaged 10 perfonn certain tasks on a 
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manufacturer's behalf are not en tilled to exemption' on equipmen1 and malerials,even if 
lhe manufacrwer would have been so cntided. Broadly; ii is proposed to amend the sales 
tax law to exempr goods for use exclusively by any person in: 

(i) packaging or labelling goods (bur not for deliveiy); 

(ii) resting or checking lhe quality or specifications of goods; 

(iii) disposing of waste substances; 

(iv) transporting goods within manufacturing premises; 

(v) storing goods within manufaclllring premises; or 

(vi) operating, applying, cleaning or sterilising ATM; 

on behalf of manufaclurers in relation to goods which are prQCessed or lrcated in 
manufacruring operations. The changes will operate from the date ofinlroduction !Jf the 
legislation, which is expected IO be in the Budget 1989 sittings of the ParliamenL 

Flavoured Milk Drinks 

The Govemmenr has decided ro n:duce from 95% to 90% lhe minimum mi11c content 
requiremenl that flavoured milk drinks must meet in order ro be taxed at the concessional 
sales tax rate of 10%. This follows a review of industry claims that. in meeting the 95% 
requirement. producers of llavoured milk drinks have had IO bear additional production 
costs. The change will operate from 16 August 1989. 

Small Manufacl-r Exemp1ions 

The sales tax law is to be amended to inciease: 

from $12 000 lo $50 000 the lhreshold amount of average annual sales by a 
manufacwrer above which goods manufactured become taxable; and 

from $250 ro $1000 lhe lhreshold amount of sales laX liability of a manufacturer 
above which goods manufactun:d by that person become taxable. 

The new lhrcsholds are double those necessary to compensate for growth in retail 
prices since lhe thresholds were last adjusted in 1979. As a result. some 12 000 small 
manufaclurers (16% of the !Oral) will no longer need to register and to lodge retums. 

These changes will operale ftom the date ofinlroduction of the legislation, which is 
expected to be in lhe Budget 1989 sillings of the Parliament. 

Other Measures 

Application for Temporary Residenl VISll' 

A fee of $30 will apply from 1 September 1989 for processing of applications for 
various tcmporary resident visa categories. 

CompllancefMa/practic~uaranJine and Inspection 

Fees will be chaiged to recover part of the cost involved in delecling and dealing with 
malpractice relating ro breaches of relcvanr quarantine legislation. 
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/n/eresl on CasllBaltJ11Ces with the ReU!rve Bank 
As, pan of a, program or running leaner cash balances and reducing ;Short-tenn debt 

issue, inlereSt earnings on the Conunonweallh's.cas_h ~held w~lh the Reserve 
Bank will fall in 1989-90 and 1990-91. This dcclme m mterest earned will be more than 
offset by the interest savings from reduced debt issue. 

RadiocolflllUlllicalions Ucence Fees 
Radiocommunications licence fees will increase by 7.5% from 1 December 1989 and 

will be indexed to the CPI in future years. 

TherapeuJic Goods 
Under a revised therapeutic goods scheme with effect from I July 1990, 50% of !he 

co5t of the Therapeutic Goods Program is to be recovered by fees and charges on 
induSUy; 
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PART 3: REVENUE ESTIMATES AND OUTCOMES 

The fol~owing table seis out the 1988-89 Budget estimates and outco and th 
revenue estimates for 1989-90. mes e 

Table 4: Revenue Estimates 

1988-89 1989-90 
Change on Change on 

Estimate Actual 1987-88 Estimate t988-89 
Sm Sm % Sm Sm % Taxation Revenue -

Income Tax -
Individuals -

Gross PAYE(•)(•) 379SO 39106 17.2 41220 2114 S.4 Refunds (•) 2710 25SO 6.2 2980 430 16.9 
Net PAYE (a) 3S240 36SS6 18.1 38240 1684 4.6 ~!1Ji~r~8{~ (c) 88SO 73S2 ·6.7 883S 1483 20.2 
Prescribed Payments System (d) 

231S 2320 11.S 2S9S 27S 11.9 117S 1308 36.6 16SO 342 26.1 
Total lndividuaJs (b) 47S80 47S36 13.S Sl320 3784 8.0 
Companies . (b) 10200 1026S 16.6 11360 109S 10.7 Su~rannuahon Funds 7 n.a. 88S 878 Withholding Tax 700 737 n.a. 
Fringe Benefits Tax 10.5 850 113 IS.4 IOOO 990 12.4 1120 130 13.2 Total Income Tax S9480 S9S3S 14.0 6SS3S 6000 10.1 
Sales Tax 8630 9402 24.6 IOSOO Excise Out).' - 1098 11.7 

Crudo Oil & LPG 1383 1188 -42.2 13S2 164 13.8 Petroleum Products 
Other SOSO Sl63 6.8 564S 482 9.3 

Customs Duty -
2217 2252 -19.0 2267 IS 0.7 

fmJl?rtS 3540 37S3 3.3 4030 277 7.4 Coill Exports 
Debits.Tax S2 so -1.3 S2 2 4.S 
Other Taxes, Fees and Fines 

360 358 8.6 390 32 8.9 1606 ISSI 8.0 IS54 3 0.2 
Total Taxation Revenue 82318 83252 11.2 91325 8073 9.7 
Non-Tax Revenue -

Interest 3662 31SI 2.3 3431 Dividends and Other IS17 1024 -54.8 -320 -8.5 
1120 96 9.4 

Total Non-Tax Revenue 5179 471S ·19.S 4SSO -225 -4.7 
TOT AL REVENUE 87496 88027 8.9 9S87S 7848 8.9 
(•} Excludes an cstimat.cd amo~nt for.Mcd.icarc levy, which ii lilted separately. 
{b) ~~~~~xta°:.~~~ ~~~~~~-8••m dm:ctJy .1t1ribu1.1':ilc ro the c•piut g•in• ux provisions introduced as p1rt 

(c) Med1c1r~ levy 11 not separately identified •t the point of collection and these fi u • 
~~j ::::;~ 1!88-89 an e1tim1t~ $113m coll:Cled from companies under the p~:~= ~::~:i.c~i:i1e~'· 
~ gro!• PAYh=~~t~~. ~~~h;~~:r:°'c:i~~1tri::= ~heme estim~ted at SlOm will~ collcct~·i~ 
11 cl1111ficd 11 an off act to a revenue, leaving the gro! PA YE t.1~foo~~ti=-1~J:~·~::1~ropn1t1on 
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TAXATION REVENUE 

Tutal 18Xation revenue in 1988-89 increased by 11.2% and is forecast to increase by 
9.7% in 1989-90. The ratio of tax revenue to GDP fell from 25.2% in 1987-88 to 24.8% 
in 1988-89 and is expected to rise to 25.0% in 1989-90. 

Individuals 

Income tax from individuals is collected in a number of ways. Wage and salary 
earners and some other individuals pay tax through the course of the financial year in the 
form of PAYE instalment deductions made by their employers from wages or salaries. To 
the extent that there is any over-deduction during the year, PAYE taxpayers receive 
refunds on the ~is of their final assessmenis which are lodged after lhe end of the 
financial' year. Most non-PAYE taxpaying individuals are provisional taxpayers who pay 
tax either once a year (mainly between Marth and May) or, if their tax liabilities are 
more significant, quarterly. Participants in the prescribed paymenlS system are an 
exception. They pay a fixed percentage of their wodc:-related payments at source through 
the course of the financial year. 

The ratio of revenue collected from individuals to total revenue is expected to 
continue to trend upwanl in 1989-90 despite the large tax cuts during that year. This 
reflects continued strong employment and income growth, and lhe continued weakness in 
revenue from non-tax sources. (After falling by 19.5% in 1988-89, non-tax revenue is 
projected to decline a further 4.7% this year; see below.) 

PAYE Instaltnl!nl Deductions 

Gross PAYE collections (net of the Medicare levy) in 1988-89 were $39 106m, 3.0% 
above the budget estimate. The major factors underlying this outcome were stronger than 
expected growth in the number of wage and salary earners in employment and somewhat 
faster increases in average earnings. It is estimated that employment (wage and salary 
earners) grew by43/4% compared wilh a budget-1imeestimateof23/4% and that average 
weekly earnings (National Accounts basis, excluding superannuation) grew by 61/4% 
compared. with a budget-time estimate of 53/4%. 

Gross PAYE collections (net of the Medicare levy) in 1989-90 are estimated at 
$41 220m, an increase of 5.4% compared with an increase in 1988-89 of 17.2%. 

The 1989-90 gross PAYE estimate is based on expected employment growth for 
wages and salary earners of 31/4% and an increase in average weekly earnings (National 
Accounts ~is, excluding superamuation) of. about 61 h%. The estimate reflects the 
effect on collections of the 1 July 1989 tax cuts (see Table 1), the bring-forward of PAYE 
remittances (see Part 2), actual collections in July 1989 and the shifting of some income 
in 1989-90 (and consequent tax liability) from the 'other' individual income tax head to 
the company tax head, as a result of decisions by some individuals 10 incolj)Orate their 
business activities. This will increase gross PAYE collections by increasing the number 
of wage and salary employees. 
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PAYE Refunds 

Refunds to PAYE taxpayers relate to tax instalments deducted from salary and wage 
income earned in the previous fmancial year against income tax assessments made for 
those years. 

PAYE refunds (net of the Medicare levy) of $2550m were 5.9% lower than the budget 
estimate, reflecting a greater than expected effect on refunds in 1988-89 of the additional 
payday in 1987-88, and the continuing impact of substantiation on employment-related 
expenses. 

Refunds in 1989--90 are estimated to be $2980m, an increase of 16.9% on 1988-89. 
The 1988 tax amnesty, by bringing more income to account, is expected to add to 
refunds; this will decrease net collections in 1989-90 because, on average, tax already 
paid exceeds outstanding tax liability identified through the amnesty. 

Other IndMduals 

Most revenue received in this category is from provisional taxpayers. These are 
individuals who have, in the previous fmancial year, received $1()()() or more from 
sources olher than salary and wages. Thxpayers with a tax liability of over $8000 in lhe 
previous financial year (increased from $5000 in this Budget) are normally required to 
pay provisional tax by quarterly instalments (in September, December, March and June). 
Olher provisional taxpayers usually make one payment in March/April. Other revenue 
received under this category includes amounts received from non-provisionals and from 
previous years' assessments. 

Current year provisional tax liability is determined by increasing the previous year's 
assessed income by the prescribed uplift factor-set at 10% for 1989--90-to allow for 
the expected increase in incomes. The provisional tax liability is combined with any 
balance on assessment of the previous year's tax liability to determine current year tax 
payments. 

Net collections from other individuals (excluding the Medicare levy) totalled $7352m 
in 1988-89, a substantial shortfall ($1498m or 16.9%) on the budget estimate of $8850m. 
The major factors underlying this shortfall were: 

weaker than expected growth in interest income resulting from an apparent shift in 
the composition of investment portfolios away from interest bearing financial 
assets towards insurance company and friendly society bonds; 

a higher than expected level of incorporation; 

a larger than anticipated impact of dividend imputation; 

a higher lhan expected level of refunds relating to tax paid under other heads of 
revenue; and 

some slippage of revenue into the early months of 1989-90 because of processing 
delays as a result of the tax amnesty and revised working arrangements flowing 
from lhe Office Structures Implementation in the Tax Office. 
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Other individual collections in 1989-90 are estimated to be $8835m, an increase of 
20.2% on 1988-89. This forecast increase reflects strong income growth in 1988-89, an 
estimated much lower revenue cost of dividend imputation than was the case in 1988-89, 
some recoupment of 1988-89 revenue delayed into 1989-90 and a small net positive 
revenue impact of measures announced in the May 1988 Economic Statement. Growth 
has been reduced, however, by the tax cuts, the continued impact of incorporation and the 
lower provisional tax uplift factor (see Part 2). 

Medicare Levy 

Individuals pay the Medicare levy at a rate of 1.25% of !heir taxable income above 
specified income thresholds (see Part 2). 

Estimated collections from the Medicare levy in 1988-89 were $2320m, $Sm higher 
than forecast at budget time. This comprised $1960m from PAYE taxpayers ($2140m 
gross PAYE less $180m refunds) and $360m from other individuals. 

Collections in 1989-90 are estimated to reach $2595m, $2130m from PAYE 
taxpayers ($2330m gross PAYE less $200m refunds) and $465m from other individuals. 

Prescribed Paym£nts System 

Prescribed payments system (PPS) collections derive from withholding, at source, 
taxation on payments for prescribed labour and services in certain industries, including 
the building and ttansport industries. The tax liability is paid to lhe Tax Office in the 
month following payment. 

In 1988-89, PPS collections totalled $1308m, 11.3% above lhe budget estimate. The 
higher lhan forecast collections reflected stronger lhan anticipated incomes in the 
building industry. 

Collections from the prescribed payments system in 1989-90 are estimated at 
$1650m, an increase of 26.1 % on 1988-89. With the nominal value of building activity 
expected to grow much less than last year, the increase in collections largely reflects an 
increase in the PPS tax rate from 15% to 20% from 1 July 1989. 

Companies 

Companies' tax liability is assessed as a fixed percentage of !heir taxable income. In 
broad terms, taxable income is lhe total income of a company minus allowable 
deductions such as for wages paid to employees, sales tax payments or allowances for 
depreciation. The company tax rate was 49% for the 1987-88 income year but was 
reduced to 39% from the 1988-89 income year. 

The tax liability of companies, unlike individuals, is payable in the year following lhe 
year in which income was derived. The new arrangements which apply to payment of tax 
liabilities from companies' 1989-90 income year are set out in Part 2. 

Company tax collections amounted to $10 265m in 1988-89, $65m or 0.6% more 
than lhe budget estimate. The small overrun reflected slightly higher income growth, 
higher collections from new companies and higher collections from foreign tax credits 
than estimated at budget time, partly offset by lower than expected audi1 collections and 
some slippage of collections into 1989-90. 
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Company income tax is forecast at $11 360m in 1989-90. The incmase over 1988-89 
reflects the reduction in the company tax rate from 49% to 39% from the 1988-89 
income year, slightly more than offset by the very sirong growth in company incomes in 
that year and continued growth in the number of new companies, parl!y reflecting the 
trend of some individuals to incorporate their business activities in 1988-89. It also 
reflects the impact in 1989-90 of the new oompany tax collection arrangements 
announced in this Budget (see Part 2). 

Approximately S60m of the estimate relates to collections from complying 
superannuation fund business of life assurance companies which will be collected under 
the oompany head of revenue. An offsetting adjusbnent has been made to superannuation 
fund collections. 

Capital Gains Tax 

A capiral gains rax applies to assets acquired after 19 September 1985, and covers 
(with some exemptions) real gains on disposal of assets. Collections from the tax are 
included in the 'individuals' and 'companies' revenue heads. 

Collections from the capital gains tax grew strongly in 1988419, totalling $28lm, or 
$181m above the budget estimate and three times the level of 1987-88 collections. 

$126m was collected from individuals, with over three quarters coming from 
individuals with taxable income over $35 000. The bulk of the individuals' 
liabilities related to sales of shares and real estate, and distributions from 
pannerships and trusts. 

$155m was collected from companies, with two thirds coming from oompanies 
with taxable incomes over $2m. Most of the liability related to sales of shares 3nd 
real estate. 

Summary details are set out in Table 5. 

Table 5: Capital Gains Tax for 1988-89 (Income Year 1!187-88) 
No. of CapiW Tax 

Asset type Taxpayers Oein Paid 
$m Sm 

Individuals 
Shares 42659 192 78 
Real Estate 6167 52 18 
b~c~~rsp;y and Trust 13070 70 25 

2557 IS s 
Sub Total 64453 328 126 

Companies 
Shares 1930 236 116 
Real Estate 281 62 30 
Others (•) 210 19 9 

Sub Total 2421 317 155 

TOTAL 66874 645 281 
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The estimate for capiral gains tax collections in 1989-90 is $500m, $2li0m relating to 
collections from individuals and $240m to collections from companies. The figures for 
1989-90 include collections previously under Section 26AAA of the Income Tax 
Assessment Act 1936 and now under the capilal gains tax provisions of this ACL 

Superannuation Funds 
Changes to the taxation. ammgements for superannuation funds were announced in 

the May 1988 Economic Statemen~ with effect from I July 1988. Such funds are now 
taxed at the concessional rate of 15% with payments made according to the ammgements 
for company tax. 

Tax liability applies to invesunent income of, and contributions to, complying 
superannuation funds, including both public (Federal, State and local) and private funds, 
approved deposit funds, pooled superannuation trusts and the superannuation business of 
life insurance companies, friendly societies and other registered organisations including 
State government insurance offices. The taxable income of these entities, including 
contributions by employers and deductible contributions made under personal 
superannuation schemes, are now taxed at 15%. 

Revenue from this source is estimated at $885m in 1989-90, compared with the 
original estimate of $980m. The original estimate was reduced by $70m as a result of the 
amendment relating to fixed-interest approved deposit funds and a further $60m as a 
result of the transfer of collections from life assurance companies to the company head of 
revenue. The estimate has been increased by $!Om as a result of a transfer of 
non-complying superannuation business from other individuals and by $25m as a result 
of the new tax measure relating to the payment of tax liabilities by companies in general. 

Withholding Tax 
In total, withholding tax collections were $737m in 1988419, 10.5% above 1987-88 

collections and 5.2% greater than the budget estimate. The estimate for 1989-90 is 
$850m, which is an increase of 15.4% on 1988-89. 

Interest Withholding Tux 
Interest withholding tax is imposed on interest derived by non-residents from 

Australian sources. In 1988-89, collections amounted to $638m, 18.1% higher than in 
1987-88 and 7. 7% greater than the budget estimate. The increase was the result of higher 
than expected domestic interest rates and a fall in the SA. 

In 1989-90, collections are estimated to be $750m, an increase of 17.5% on 1988419, 
reflecting higher domestic interest rates, on average, than last year and a lower SA. 

Dividend Withholding Tax 
Dividend withholding tax is Imposed on unfranked dividends paid to non-residents by 

Australian companies unless the non-residents cany on business or have permanent 
establishments in Australia. In 1988:..a9 collections were $97m, 22.0% lower than 
collections in 1987-88 and close to the budget estimate of $105m. 

Collections are forecast to be $99m in 1989-90, largely unchanged from last year. 
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MWng Withholding Tar 

Mining withholding tax, which amounted to only $Im in 1988-89, is paid to 
Aboriginal groups for the use of Aboriginal land for mineral exploration and mining. In 
1989-90 collections arc again estimated at Sim. 

Fringe Ben•Rts Tax 

Fringe benefits tax (FBT) applies to a range of benefits provided by employers to 
their employees. The FBT rate is currently 49% but, as announced in the April 1989 
Economic Statement, it will be reduced to 47% for the FBT year commencing 
I April 1990. This reduction will impact on 1990-91 collections. 

Collections in 1988-89 were$990m, very close to the budgetestimateof$Ul00mand 
an increase of 12.4% on 1987-88. The table befow disaggregates collections by type of 
benefit. showing the taxable amount and tax collected. 

Table 6: 1988-89 Fringe Benefits Tax by Type of Benefit 

1987.88 1988-89 
Taxable Tax Taxable Tax Change on Per cent 

Type of Benefit Amount Collected Amount Coll«:tcd 1987-88 of total 
Sm Sm Sm Sm % % 

Motor Vehicles -
Statutory Formula Method 834 421 893 479 13.8 48.4 
tog Book Mc<hod 38 19 35 19 -1.9 1.9 

l.()w Interest Loans 286 144 266 142 -1.2 14.4 
Expense Payments 229 !IS 240 128 11.3 13.0 
Housing !SS 78 ISi 81 3.3 8.2 
Other (•) 20S 103 242 140 36.2 14.2 
TOTAL 1747 881 1826 990 12.4 100.0 
(•)Includes board, living-away-from-home allow1occ1, airlioc lranlport, property (goo&), debt waiver, cntcnain­

mcnt, other bebc:fitJ and audit collections. 

Revenue in 1989-90 is estimated at Sll20m, 13.2% above 1988-89 collections, 
reflecting continuing solid growth in employment and wages and supplements, and an 
increase in the sta1utory rate for low interest loans. 

Salts Tax 

Sales tax is imposed on a range of goods manufactured in, and imported into, 
Australia. It is levied at the last wholesale point on the wholesale sales value of the 
goods, at rates of 10%, 20% and 30%. 

In 1988-89, revenue amounted to $9402m, 24.6% higher than in 1987-88 and 8.9% 
higher than the budget estimaie. While pan of this growth reflecled the introduction of a 
20% sales tax on beer which was previously exempt, strong sales of motor vehicles and 
invesunent goods contributed more to lhe increase. 

The estimate for collections in 1989-90 is $10 SOOm, an increase of 11.7% on 
1988-89, reflecting much slower and more even growth in sales of consumption and 
invesunent goods subject to sales tax. 
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Table 7: Sales Tax by Rate Class 
1988-89 1989-90 Change on 

Rate Clas• ActlUI! Estimate 1988-89 
Sm Sm Sm % 

10% 1200 1350 150 12.S 
20% 6687 7425 738 n.o 
30% 1058 1185 127 12.0 
Not allocated by rate (•) 480 540 60 12.S 

TOTAL (b) 9425 10500 107S 11.4 

(c) 9402 10500 1098 11.7 

(•} 'l'bcto collccliona c.nnot be allocated readily to a particular rate clan. They include amounts collected on 
imports at point or entry t1 wcll Han amount for recoveries in rc•pcct of audit activity. 

{b) &fore .1lJowancc for lhc p.1ymen1 of a $23m refund lo·Tclecom in December 1988. JI b not pouiblc lo alloc:atc 
thi1 refund to a particular nte clua. 

(c) Aftcullowance for the payment of the refund to Telecom. 

Estimated collections of sales tax on goods falling within specified raie classes for 
198~9 and 1989-90 are set out in Table 7 above. 

Excise Duty 

1btaJ collections of excise duty in 1988-89 were $8603m, 11.0% below the 1987-88 
ouleome. In 1989-90, collections are estimated at $9264m. The main components for the 
two years arc shown in Table 8 below; 

Table 8: Excise Duty 

1988-89 1989-90 

Change OD Change on 
Estimate ActlUI! 1987-88 Estimate 1988-89 

Sm Sm % Sm Sm % 

Crude Oil and LPG 1383 1188 -42.2 13S2 164 13.8 
Petroleum Products (•) 5050 5163 6.8 S64S 482 9.3 

Total Petroleum 6433 6351 -7.8 6997 646 10.2 

Other Excise (b) -
B= 857 910 -38.8 826 -84 -9.2 
Potable Spirit> IS6 161 10.6 177 16 9.7 
Tcbaceo Producta 1176 11Sl 4.1 1236 85 7.4 
Other (c) 28 30 -25.S 28 -2 -S.3 

Total Other Excise 2217 2252 -19.0 2267 IS 0.7 

TOTAL 8650 8603 -11.0 9264 661 7.7 

(•) Iftcludu motor Jpirit, die1et fuel (net or rebate•), 1vi1tioa 11101~: t'uct oil, beating oil and kero1CDC. The 
r.,m1 are net or ref'undl/drawbackl on petrolCU!l'I prodUctl lO eh11blc \lien, 

(&) The bred-up o( ocher cxci1e bcnvccn beer, potable 1pitit1 Uld Cobacco products i1 an e.Cimatc only. 
(c) Iftcl\lde1 the coat cxcilC duty and refunds/drawbtcks. 
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Crude Oil and LPG Levies 

Excise is levied on the production of crude oil and LPG. For crude oil, excise is 
collected from particular Bass Strait oil fields at various rates depending on the annual 
level of production and the date of discovery of the field. Details are set out in Table 9 
below. LPG excise is levied on naturally occurring LPG from particular fields at a rate of 
60% of the excess of the weighted average of domestic and export prices over $147 per 
tonne. As foreshadowed by the Government in June 1987, a review of the current 
arrangements was announced in May 1989 with an expected completion date of 
June 1990. 

Table 9: Excise Rites on Crude Oil Production as of 1 July 1989 
ExciteR.atc1(d) 

(" ofBauStraitPricca) 
Annual AvcragcD1ily 
Production Production ·otd·onca> •1ntcrmcdi1tc• Oil (b) •New• Oil (c) .... , "'" Mcg11itrc1 kbd Marginal Average (c) Marginal Avcragc(c) M1rginal Avcngc(c) 

0-SO IHl.17 0 
S0-100 0.87-1.72 2.SO 
100-200 1.72-3.44 IS 1.75 
20Q-300 3.44-5.17 20 12.SO - 5.17-6.90 "' 19.31 IS 3.75 
400-SOO 6.90-1.62 70 29.50 30 9.00 0 

500-600 l'-62-10.35 1S 37.08 so IS.SJ 10 1.67 
600-100 10.35-12.07 7S 42.SO SS 21.43 20 4.29 
7oo-!OO 12.07-13.79 7S 46.56 SS 25.63 30 7.SO .... 13.79f. 7S SS 35 

(1) 'Old' oil 1rca1 arc: Halibut, Kiogfilh A and B, Bamcouta, Mackerel, South Mackerel, Welt Kqfith, Cobia, 
Marlin, Snipper, ~ and Flounder (all cumnUy producing). 

(b) Bream (curTCDtly producioC); Perch, Dolphin and Turrum (not yet producing) uc 1ubj«t to the 'intermediate' 
exciacnte. 

(c) 'New' oil •n:t.• include: Welt Kingfilb, Fortc1euc, Snapper, Tuna, and Flounder (•II producing); Whiting, 
Tarwbioc and Scabonc (expected to be producing in 1989-90); and Whipt.ail (not yet producing). 

(d) The fint 30 million bam:la or crude oil from new pro~ta in Da11 St nit and on the North Welt. Sbclfwhlch 
commenced production from 1 July 1987 will be exempt from cxciac. For a mcdium-aized Bau Strait field 
producing, say, 13 kbdof'ncw' oil, exciac would not be paid tmtil about the seventh year orproductioo, 
after which a top marginal rate of30" would apply (avcnigc rate about 6">· 

(c) Avenge excite ntca al the top of each produetion nngc. 

Revenue from the crude oil and LPG excises in 198S-89 totalled $1188m 
(comprising Sll76m in crude oil exciseand$12m in LPG excise). $195m lower than the 
budget estimate and the fourth consecutive decline in collections. There were periods of 
very low prices in late 1988 resulting in substantial cutbacks in production. There were 
also a number of technical and industrial problems which depressed oulput from the Bass 
Strait oil fields, resulting in annual average Bass Strait production of 322 thousand 
barrels per day (kbd) compared with the 386 kbd assumed at budget time. Prices 
recovered in the second half of the financial year, with the estimated average price for 
1988-l!9 as a whole being $Al9.34 per barrel, slightly above the budget estimate of 
$Al9.02 per barrel. 

Revenue from crude oil and LPG excises in 1989-90 is estimated at $1352m, 13.8% 
above 1988-89 and reversing the downward trend of recent year.;. The crude oil excise 
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estimate assumes an oil. price of $A23 per. barrel, well above the 1988-l!9 average, and 
Bass Strait production of 330 kbd, 2.S% above 198S-89. LPG excise collections are 
expected to be nil, based on the assumption of an average price (domestic and exports) of 
$140 per tonne. 

Excise lntkJllJlion 

The rates of duty for the main excisable commodities (with the exception of crude oil, 
LPG and coal) are adjusted each August and February in. line with half-yearly CPI 
movements. The rates of duty· applying from S February 1989 and from 1 August 1989 
are shown in 'Illble 10. 

Table 10: Excise Rites 
Ratca applying from -

5 February I August 
t989 1989 

$ $ 
Petroleum Producta (per litre) 

Motor Spirit 0.22391 0.23152 
Diesel Gro11 0.22391 0.23152 

Rebate Primary Producers 0.2239t 0.23152 
Mining 0.20003 0.20764 
Otltcr 0.17048 O.t7628 

Aviation Gasoline 0.23805 0.246t4 
Fuel Oil 0.04644 0.04802 
Heating Oil 0.04644 0,04802 
Kerosenes 0.04644 0.04802 

Beer (per litre of alcohol over 1.15 per cent) 12.17 12.58 

Potable Spirits (per litre of alcohol) 
24.20 25.02 Brandy 

General Rate for Other. Spirits 28.35 29.31 
Spirits nei and Liqueurs nei 29.11 30.10 

Tobac<o Products (per kg of lobacco) 44.94 46.47 
Coal Excise (per tonne) 0.25 0.25 

Petroleum Products Excise 

Excise from refined petroleum products was $5163m in 1988-89, 6.8% above 
1987-88 and 2.2% greater than the budget estimate, owing mainly to a higher than 
expected indexation increase on 5 February 1989. Clearances were slightly above the 
budget estimate. 

Collections in 1989-90 are expected to be $564Sm, 9.3% higher than in 1988-89 
reflecting an expected modest growth in clearances of motor spirit and diesel fuel and the 
CPI indexation of excise rates. 

OtMr Excise DUiy 

Other excise revenue is derived from beer, potable spirits, tobacco products and coal 
at rates shown in Tuble 10 above. 
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In the 1988-89 Budget, the Government announced a new single rate excise on beer 
based on alcoholic content, which involved an estimated loss to revenue of around 
$730m in 1988-89 and a further $865m in 1989-90. 

Revenue from other excises in total amounted to $2252m in 1988-89, 1.6% higher 
than the budget estimate but 19.0% lower than the 1987-88 outcome reflecting, in the 
main, the introduction of the new excise s1ructure for beer. Clearances of beer grew by 
3.6%, influenced by the price advantage induced by the lower excise arrangements. 

Revenue from other excises in 1989-90 is estimated to be $2267m-a slight increase 
on the 1988-89 outcome. This reflects a forecast fall in cigarette clearances and the first 
full year effect of the lower excise rate for beer, offset by a slight increase in beer 
clearances, as well as a small rise in clearances of spirits. 

Customs Duty 

Imports 

Ad valortm tariffs are applied to many categories or imports. Customs duty revenue is 
affected by the SA price of imports (and, hence, the exchange rate) and the composition 
of impms between goods with high and low tariff rates. 

The multitude of tariff rates is gradually being reduced in number and level as the 
program of tariff reform, announced in the May 1988 Economic Statement, is 
implemented. Generally this means that tariffs in excess of 15% will be phased down to 
15% and tariffs between 10% and 15% will be phased down to 10% by 1992. Separate 
arrangements have been implemented for the textiles, clothing and footwear and 
passenger motor vehicle industries. 

Customs duty collections in 1988-89 amounted IO $3753m, 6.0%· higher than the 
budget estimate and 3.3% higher than the 1987-88 outcome. This reflected the stronger 
than anticipated growth in import volumes over the year, partly offset by a lower than 
envisaged average duty rate, reflecting a higher proportion of investment-related imports 
which are generally dutiable at lower rates. 

Endogenous imports are expected to rise moderately in nominal terms in 1989-90 
while the underlying year-average implied rate of duty is expected to fall again, 
continuing the downward trend of recent years that can be seen in Chart I below. 
Revenue from customs duty is estimated at $4030m, 7.4% higher than the 1988-89 
outcome. 

Coal Exports 

Exports of high quality Australian coking coal are taxed at $3.50 per toMe. Coal 
exports duty in 1988-89 amounted to $50m based on dutiable exports of 14.3m tonnes. 
Coal exports duty for 1989-90 is estimated at $52m. 

Debits Tax 

Collections in 1988-89 were $358m, 8.6% above the Budget estimate. Collections in 
1989-90 are estimated to be $390m. 
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CHART I. AVERAGERATEOFDUTYANDREAL 
REVENUE FROM CUSTOMS DUTY ON IMPORTS 
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Revenue from Other Tuxes, Fees and Fines in 1989-90 is estimated at $1554m, 
largely unchanged from 1988-89. 

The outcome for 1988-89 and the estimates for 1989-90 are set out in Table II. 

Table 11: Other TllXCS Fees and Fines 
1988·89 1989·90 Change on 

Actual Estimate 1988·89 
Sm Sm Sm % 

Primary Industry Levies 778 782 4 0.5 
Primary Industry Charges 63 74 11 17.6 
Broadcasting and Television Station Licence Fees 110 271 161 t46.t 
Radiocommunications Licence Fees 50 55 6 11.6 
Stevedoring Industry Collections 28 27 ·1 -2.9 
Departure Tax 38 42 4 9.8 
Passport Fees 53 62 9 17.9 
Patents, Trademarks and Design Fees 36 40 4 10.5 
Immigration Fees and Charges 40 54 15 36.8 
Court Fees and Fines 10 15 5 43.9 
Light Dues and Navigation Charges 42 43 
ACT Taxes and Charges 233 -233 n.a. 
Other 67 89 22 32.8 
TOTAL 1547 1554 0.4 
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The major components of this category are primary industry levies, primary industry 
charges, broadcasting and television station. licence fees and 'other' items. In 1989-90 
ACT Tuxes and Charges arc included for the first time in this category. A brief comment 
on these items for 1989-90 compared with 1988-89 follows; the remaining items under 
this general heading show no significant change. 

Primary Industry Levies 

Primary induslry levies are paid IO industry trust accounts or IO statulOry marketing 
authorities to fund their administration, market support, product promotion and research 
activities. 

Total revenue from these sources for 1989-90 is estimated at $782m, up $4m on 
1988-89. The main developmen1s are: 

the introduction of new wheat marketing arrangements on 1 July 1989 whereby 
the wheat tax was replaced by a new wheat industry levy, with collections 
estimatedat$45m in 1989-90; 

a decrease of $18m in dairy produce levy collections largely reflecting the 
abolition of that part of the levy which finances supplementary market support; 
and 

a decrease of $17m in livestock levy collections owing IO a reduction in levy rates 
following a decision by the Australian Meat and Livestock Corporation· ID reduce 
levy contributions for chemical residue testing and computer assisted livestock 
marketing. 

Primary Industry Charges 

These charges are levied to recover part of the cost of export inspection, domestic 
meat inspection and livestock health export certification undertaken by the Australian 
Quarantine and Inspection Service (AQIS) and by the States on behalf of the AQIS, and 
the moniioring of chemical residue levels in agricultural and pastoral products. 

Total revenue from these sources is estimated at $74m,. an increase of Slim over 
1988-89, which mainly reflects the full year effect of moving to 60% cost recovery for 
quarantine and inspection services and introduction of 50% cost recovery for agricultural 
and veterinary chemical activity. 

Broadcasting and Television Station Licence Fees 

Licence fees are levied by the Commonwealth on a progressive basis on the annual 
gross earnings of commercial radio and television stations. 

Total revenue from these sources in 1989-90 is estimated at $27lm, $16lm above 
1988-89. The increase stems largely from the $138m expected to be raised during 
1989-90 under Stage 1 of the Government's National Metropolitan Radio Plan, 
announced in August 1988. A further $12m is expected to be generated as a result of 
current projections of further growth in the annual gross earnings of most commercial 
radio and television stations. 
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ACF Taus and Charges 

As a result of ACT self-government in May 1989, the Commonwealth no longer 
collects ACT Tuxes and Charges. Details of the ACT Budget are published separately by 
the ACT Government 

Othu 

Tutal revenue from these sources for 1989-90 is estimated at $89m, an increase of 
$22m on 1988-89, mainly as a result of an increase in the proceeds from sale of assets 
confiscated under the Proceeds of Crime Act; a higher loan guarantee levy as a result of 
increased borrowings by authorities and increased bond slOre licence fee collections for 
1989-90. 

NON-TAXATION REVENUE 

Non-taxation revenue comprises interest paid to the Commonwealth Government 
from sources outside the budget sector and dividends and miscellaneous revenue from 
Government-owned enterprises. 

Table 12: Non-Taxation Revenue 
1988·89 1989-90 Change on 

Actual Estimate 1988·89 

Interest - Sm Sm Sm 

States, NT and ACT 2527 2507 -20 
Non-Budget Authorities: 

Australian Telecommunications and 
Postal Corporations 638 480 -1S8 

Australian National Railways Commission 8 4 -3 
Civil Aviation Authority 16 17 1 
Federal Airports Corporation 47 48 1 
Pipeline Authority 28 26 -3 
Snowy Mountains Hydro-Electric Authority 75 76 1 

Commonwealth Cash Balances with RBA 231 185 46 
Other 181 88 -93 

Total Interest 37Sl 3431 -320 

Dividends and Other -

Transport and Communications Business 
Enterprises (a) 70 384 314 

Commonwealth Banking Corporation 123 110 ·13 
Australian Industry Development Corporation 9 9 
Reserve Bank of Australia 503 440 ·63 
Royal Australian Mint 234 SS -179 
Petroleum Royalties 61 91 30 
Other 32 31 -1 

Total Dividend• and Other 1024 1120 96 

TOTAL 4775 4S50 .225 

(•) Includes AUSSAT Ply Ud, Awtr1lian Airlines Lid, Auatr1lian Poltl.l Cotpor1tion, Australian Shippq: 
Commiuion, Auatralian Tcleeommunkations Corporation, Civil Aviation Authority, Federal Airports 
Corporation, Ovcflels Tctccommunic1tiona: Commiuion IDd Qanta1 Airw1ys Limited. 
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In 1988-89, non-taxation revenue 101alled $4775m, $404m or 7.8% below the budget 
estimate and, as a proportion of revenue, the lowest on record. 

In 1989-90 collections are estimated al $4550m, 4.7% down on last year and 
continuing the downward trend of recenl years. 

Delails are set out in Tuble 12. 

Interest Revenue 

Interest Reven1111 from the States, NT and ACT 

Interest revenue from the States and Territories is estimated 10 10ta1 $2507m in 
1989-90, a reduction of $20m. 

The Commonwealth receives interest payments from the six States in respect of 
advances made to them under the State Governments' Loan Council Program and from 
the NT in respect of advances made under similar general pwpose capital assistance 
arrangements. The Commonwealth also receives interest from the ACT on debts assumed 
upon self-govemr11ent. These debts largely reflect past Commonwealth payments for 
ACT infrastructure. 

No new general pwpose capital advances have been taken up by the States since 
198~7. The estimated decrease in interesl payments from the States of $23m in 
1989-90 reflects the reduced s10clc of debt 10 be rolled over in 1989-90 offsetting the 
full-year effect of higher average coupon rates on the debt issued in 1988-89 10 replace 
maturing debt and the interest on ACT debL 

Australian Telecommunications and Postal Corporations 

The fall in interest payments from Telecom and Australia Post in 1989-90 mainly 
reflects the one-0ff conversion in 1989-90 of debt to equity in each corporation. The 
conversion, involving a 10181 of some $1.1 billion of outstanding Commonwealth loans, is 
intended 10 provide for the first time an equity base for both corporations. This new, 
commercially-0riented, financial structure is more appropriate in the new environment in 
which these enterprises will· operate. Reductions in interest revenue 10 the 
Commonwealth resulting from the conversion of debt 10 equity will be at least offset by 
the dividends which Telecom and Australia Post are required 10 commence paying 10 the 
Commonwealth in 1989-90. Commencing in 1989-90, ten annual debt repayments will 
be made by Telecom as its remaining Commonwealth debt is refinanced through private 
sector borrowings. 

Other Interest 

The main fac10r conuibuting 10 the $93m reduction under this category in 1989-90 is 
the transfer of the mortgage management function of the Defence Service Homes 
Cmporation from the budget sector 10 the Westpac Banlcing Corporation. The sale 
involves a $55m reduction in revenue 10 the Commonwealth from interest payments on 
home mortgages between 1988-89 and 1989-90. Further delails of this sale are set out in 
Statement 3, 5 Housing and Community Amenities and 9D Asset Sales. 
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Dividends and Other 

Transport and Communications Business Enterprises 

Consistent with dividend determination arrangements established under the 1988 
reform paclcages for 'liansport and Communications enterprises, the global figure of 
$384m for 1989-90 is an estimate only and is without prejudice 10 the eventual dividend 
10 be settled with each of the enterprises concerned after the finalisation of their accounts 
for the 1988-89 financial year. 

The increase in estimated dividends in 1989-90 mainly reflects the inclusion for the 
first time of dividends from Telecom and Australia Post in respect of the conversion of 
debt 10 equity described above. It also includes dividends from AUSSAT Pty Ltd, the 
Civil Aviation Authority and the Federal Airports Corporation, and the deferral of the 
OTC's 1988-89 dividend payment 10 1989-90. 

The Commonwealth Banking Corporation 

Total dividend payments from the Commonwealth Banlcing Corporation are expected 
10 be $110m in 1989-90, $13m less than in 1988-89. This comprises an estimated 
payment of $105m from the Commonwealth Bank of Australia and its subsidiary, the 
Commonwealth Savings Bank, and an estimated $Sm payment from the 1988-89 profits 
of the Commonwealth Development Bank. 

Australian Industry Developmenl Corporation (AIDC) 

The AIDC was restructured in July 1988 with a publicly listed subsidiary company 
being established 10 conduct the Corporation's commercial operations. No payment was 
made in 1988-89 following the Government's decision 10 reinvest its dividend in the 
AIDC 10 strengthen the equity base of the Corporation. 

The estimated dividend payment in 1989-90 is $9m. 

The Reserve Bank of Australia 

Payments by the Reserve Bank of Australia 10 the Commonwealth in 1988-89 
101alled $503m, consisting of a final payment of $486m from the Bank's earnings for 
1987-88 and a final paymentof$18m out of the capital andreservesoftheRural Credits 
Department which has been wound up. No interim payment was made by the Bank in 
respect of its 1988-89 earnings; an amount of $400m had been included in the budget 
estimate. 

Total payments from the Reserve Bani< 10 the Commonwealth in 1989-90 are 
estimated at$440m, $63m less than in 1988-89. The Reserve Bank Act 1959 requires the 
Reserve Bank 10 pay its net earnings 10 uie Commonwealth after provisions for 
contingencies and appropriations 10 reserves. The 1989-90 figure represents a final 
payment of $140m from earnings of the Bank in 1988-89, after transfer of $277m 10 
provisions and reserves, and an anticipated interim payment by the Bank in June 1990 of 
$300m in respect of its 1989-90 earnings. 
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Royal Australian Milll 
Revenue from the Royal Australian Mint iclates to scignorage on circulating coin 

production and profits from the sale of numismatic coins. 

The lower than expected result for 1988-89 of $234m principally icflccted the need 
to repun:hue $50m surplus coin stocks from the Reserve Bank. 

The expected decrease in icvenuc in 1989-90 to $SSm· largely icflects the drop in 
scignorage on the $2 coin as the new coin is established in circulation. 

PttroltwnRoyalties 
Petroleum royalties include the Commonwealth's share of the income from the 

resowce rent royalty paid in respect of oil production from BllllOW Island, as well as 
offshae petroleum royalties. 

In 1988-89 icvenue amounted to $6lm, 48.1% lower than in 1987-88 and 22.7% 
lower than the budget estimate. The shortfall was the ICSult of lower production than 
estimated at budget time. 

The estimated rise in petroleum royalties of $30m to $91m in 1989-90 icflects the 
impact of higher assumed crude oil prices, and higher production estimates. 
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PART 4: LONGER TERM TRENDS 

lllble 13 below shows that the average nominal inCICasC in ICVenue over the past five 
years was a little below the average of the thlCe previous five year I>eriods. Although in 
real terms· the average iDCICasC in revenue· was somewhat stronger than in the two 
previous five year periods, the real rate· of incicase in icvenue has been declining 
consistenUy since 1984-SS. 

Table 13: Aggregate Revenue 
Taxation Non-Taxation Proportion 
Revenue Revenue Total Revenue of GDP 
CWl&•oo Chance on """'"'"" Previous Period Previous Period Previous Period 

Noo-
Nominal Real(•) Nominal Real(•) Nominal Real(•) Tax Tax Total 

5 5 5 5 Sm 5 5 5 5 % 
S Year Averagc1: 
1959-60 to 1963-64 7.S 4.S 11.1 7.9 7.9 4.9 17.9 2.S 21).3 
1964-65 to 1961-69 11.2 7.1 1.2 .c·.2 10.1 6.7 19.1 2.S 21.6 
1969-70 to 1973-74 14.S 6.3 9.0 l.2 14.0 ... 21>.0 2.3 22.4 
1974-75 to 1978-79 16.6 3.3 16.5 3.2 16.6 3.3 22.3 2.0 24.3 
1979-*1to1913·&4 13.11 3.S 12.1' 2.0 13.7 3.4 23.S 2.0 25.S 
1914-15 lo 190.19 13.1 S.3 3.3 -3.B 12.4 4.7 24.9 2.1 27.0 

Yearly Figurcl: 
1979-90 17.1 6.6 -2.0 -10.a 29798 15.4 s.o 22.S I.I 24.3 
1990-Sl 19.0' 7.S 13.2 2.2 35326 18.6 7.1 23.S I.I 25.3 
1911-12 16.1 4.3 IS.I 4.0 4102ll 16.1 4.3 24.3 l.9 26.2 
1912-13 1.2 -2.6 21.5 9.4 44765 9.1 .. 1.7 24.1 2.l 26.2 
1983-M 9.1 2.1 13.4 6.2 41979 9.4 2.S 23.3 2.1 25.S 
1914-is 1i.1 11.S 12.6 6.3 57621 17.6 11.1 24.1 2.1 26.9 
1985-16 11.2 3.9 27.1 II.I ....... 12.5 S.I 24.7 2.4 27.2 
1986-17 12.S 4.7 12.0 4.3 72864 12.4 4.7 25.2 2.S 27.7 
1917-18 12.9 S.I -1.9 -15.2 80121 10.9 3.3 25.2 2.0 27.2 
1911-19 U.2 J:? -J9.5 -26.4 18027 1.9 -0.4 24.3 1.4 26.2 
1919-90 9.7 3.2 -4.7 -10.4 95115 1.9 2.S 25.0 1.2 26.2 

(•) Nomiml incrc11c dcOatcd by movements in lhc non-rann ODP dcflator., 

Revenue as a proportion of GDP reached an historical peak of 27.7% in 1986-87, 
having incICased steadily over the previous twenty-five years. Since then the revenue to 
GDP ratio has fallen to 26.2% in 1988-89 and is expected to remain at that level in 
i989-90. 

During the past several years, the Commonwealth's icvenue base has been 
slgnificanUY. repaired and resttuctu!Cd, improving the coverage and fairness of the 
taxation ~stem. The broadening of the tax base,. along with the Commonwealth's 
concerted efforts to redilce ouUays as a proportion ofGDP,.has permiued discretionary 
reductions in tax rates at the same time as the budget balance has been shifted very 
substantially from defteit to swplus. These discrcti01181)' changes and the sharp 
non-discretionary decline in crude oil and LPG excise reven~ (which fell from 8.8% of 
total revenue in 1980-81 to an estimated 1.4% in 1989-90) reduced the tax revenue to 
GDP ratio to about 2S% in 1988-89 and 1989-90, the same as the average for the last 
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five years. This represents a break from lhe upward trend in lhis ratio apparent for lhe 
quarter century to lhe mid-1980s. 

There has also been a substantial decline in revenue from non-taxation sources on 
account of a sh81Jl decline in payments by the Reserve Bank to the Commonweallh since 
1987-88, and of a lower rate of growlh in interest payments received from lhe States. As 
a result, lhe non-taxation revenue to GDP ratio is expected to reach an historically low 
level of 1.2% ofGDP in 1989-90. 

Chan 2 and Appendix C, Table c.m show the major categories of revenue expressed 
as proportions of total revenue. Appendix C also provides, by revenue head, tables 
covering current price data and growlh of revenue in real terms for each year since 
1979-80. 

TAXATION REVENUE 

Income Tax 

Income tax revenue accounts for two-lhirds of all revenue. Over the past five years, 
!here has been an increase in the share of income tax revenue to total revenue. This 
reflected, in lhe main, the very buoyant state of lhe economy (with above-trend 
employment growth and a sustained recovery in corporate profitability), the repair of the 
income tax system (notably, the fringe benefits tax and expenses substantiation, capital 
gains tax, lhe prescribed payments system, and the improved income tax assessment and 
compliance systems of the Tax Office) and lhe weakness in non-taxation revenue. 

The increase in the tax burden on individuals (average tax rates) lhat occurs as 
nominal incomes increase because of the progressive slructure of lhe personal 
income tax system (commonly referred to as 'fiscal drag') has been more than 
offset over lhe past five years as a result of discretionary changes made to the 
personal income tax rates scale. Following the cuts in personal income tax rates 
from I July 1989, taxpayers as a whole will be paying less tax in 1989-90 than 
would have been lhe case if the tax rates scale in place in 1983-84 had been fully 
indexed for inflation. 

While discretionary reductions in personal income tax have thus offset the tax take 
from lhe higher average tax rate imposed as a result of rising nominal incomes, the 
strenglh of employment growlh (averaging 3t/4% over the five year period to 
1988-89, compared with a twenty year average growlh of2%) and the weakness 
of non-taxation and crude oil excise revenues, have been sufficient to increase the 
share of revenue coming from individuals. 

The share of company tax collections to total revenue fell significantly between 
the late 1960s and lhe mid-1980s. It has recovered significantly in recent years, 
largely reflecting a period of sustained economic growth. The corporate gross 
operating surplus share over the last five years, on average, has been higher than 
during the previous decade. This has contn"buted to the strenglh of company 
income tax collections over the last two years, despite the increased cost of 
investment incentive measures. In 1989-90, lhe very large increase in corporate 
incomes (in 1988-89) and the change in company tax collection arrangements will 
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CHART 2. COMPOSITION OF REVENUE 1979-80/1989"90 
PERCENTAGE OF TOTAL REVENUE 
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more lhln offset the impiCt of the red\ICtiol\ in the cocporalC tax rate, resulting in a 
small rise in the corporare ~ of,lolal revenuc. 

The growlh in revenue collections from, the. Medicare levy, the prcscn'bcd 
payments systems,. the capital gains lax, anil 'the fringe benefits tax llCCOUlllS re. 
over half of the increase in the income tax. to GDP ralio for the most recent five 
yearperiod(l9s3-M to 198~). 

Olher Taxation Revenue 

The bulk of olhtt taxation reven~ is derived frQrn sales tax, exc~ ~ customs 
duty. There has been no marked oveiall ucnd in this a~te ~a proportiol! of ~venue 
over the past fifteen.years although Ihm have been significant changes in the imponance 
of individual components. , 

The proportion of collections from the wholesale sales tax has illCIC8Sed substantially 
during the 1980s as a result of base broadelling, discretionary rate changes and the impact 
of currency depreciation on the price leve.l of goods subject. to tax, relative lo other 
goods. 

Excises fall into two broad categories-those on the production of crude oil and LPG 
and those on clearances of final products (petroleum products; and alooholic and tobacco 
products). 

Revenue from crude oil and· LPG exc~which is essentially a form of resource 
rent tax-peaked in 1980-81 at nearly 9% of tolal revenue, and declined 
moderately to 198~ before dropping slwply to its current level of about 11/2%. 
A reduction in world oil prices, togelhel' with lower production of, and reduced 
maximum excise rates for, Dasi Strait crude oil contributed to the decline. 

Revenue collections from· excise on petroleum products declined dming the bite 
1970s and early 1980s aw.jncreases in the speeific duty rates failed to keep pace 
with inflation. The introduc!ion of ~yearly indexation of excise iates in· 1983, 
and discretionary rate changes from March 1986 to'December 1987; reversed this 
trend. In Januarjt 1988 the system ofdiscrctionafy inctelses,in pelltileum products 
excise to offset'the revenue effects of volatile crude oil prices was disclintinued, 
and the excise on aviation !Urbine fuel was abolished in July 1988; these 
developments have contributed to a further small decline. 

Revenue from excises on alccholic and tollacco products (known colleclively as 
'other excises') has declined steadily·as a proportion of revenue during the 1980s. 
While the rate of decline was attenuated by the introduction of automatic 
indexation in 1983, the decline reflects the low growth, and in some cases decline, 
in clearances of these products~ and the rationalisalion of excise arrangements for 
beer introduced in the 1988-89 Budget; 

Revenue from customs duty has declined from S.6'.l'i of revenue !lgjng the WI half of 
the 1970s to 4.7% over the five years to 1988-89. 1his ieflects the decline in the duty 
rate mentioned in Part 3, which has partly off:iet the growth in dutiable imports. 
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NON-TAXATION REVENUE 

The decline in the share of non-tax revenue that occurred during the 1960s and 1970s 
was halted in the first half of the 1980s as a result of sharply increased payments to the 
Commonwealth from the Reserve Bank, flowing from large increases, in its profits. In 
both 1987-88 and 1988-89 profits declined substantially; contributing importantly to the 
overall fall in the share of non-tax revenue to tolal revenue; a further fall is likely in 
1989-90. 

The importance of the major contributor to non-taxation revenue--interest 
received-is also likely to decline further this year, with the absolute level of'revenue 
under this heail estimated to fall. The major reason for this is the reduction in the loan 
funds to lhe St8tes over recent years. 
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APPENDIX A: REVENUE MEASURES ANNOUNCED IN THE APRlL1989 
ECONOMIC STATEMENT 

Income Tax 

Personal Inco~ Tax: Ra/es Scale 

As foreshadowed by the Treasurer on 12 April 1989, the personal income tax rates 
scale was amended with effect from 1 July 1989. The new rates scale is set out in 
Table A.I below. 
Table A.I: New Personal Income Tax Rates Scale 

Income Range Marginal Tax Rate 

($ per annum) (cents per dollar) 

Previous Current 

0 - 5100 0 0 

5100 12600 24 21 

12600 - 17650 29 21 

17650 - 19500 29 29 
19500 - 20600 40 29 
20600 35000 40 39 

35000 50000 49 47 

Over 50000 49 49 

As from 1 January 1990, the top marginal rate will reduce to 47%, resulting in an 
average top marginal rate of 48% in 1989-90. 

As a consequence of changes to the personal income tax rates scale, a nwnber of 
other rates of tax also have been varied. These include the withholding tax rate where a 
tax file number is not quoted, the rate of tax on the unearned income of minors and the 
rates applying to various entities, all of which are aligned to the top marginal rate. The 
fringe benefits tax (FB1) rate will be reduced to 47% for the FBT year commencing 
I April 1990. The rates scale applicable to non-resident individuals and trUSt estates will 
comprise the existing 29% rate on taxable income up to $20 600 and the new rates scale 
applicable to resident individuals on taxable income in excess of $20 600. 

Concessional Rebales 
For 1989-90, the concessional rebates for dependants and the sole parent rebate have 

been increased to the levels set out in Table A.II. 

Commencing in 1990--91, these rebates will be indexed annually based on the 
increase in the CPI to the preceding March quarter. 

4.46 

:I 

Table A.ll: New Coilceaioaal Rebete Levels 

Rebate 

Dependent Spoutc 

No Children 
W.U.Children 

Solo Parent 
Daughter - Houl<bcper 

No Children 
W.U.Cbildren 

lnvllid Relative 
Parent or Puent·iti-Jaw 
HoulCbcper 

No Children 
W.U.Cbildren 

Pensioner Re~ 

Muimum 
Rebate Level 

$ 

1000 
1200 
940 

1000 
1200 
450 
900 

1000 
1200 

The Treasuru announced. that the maximum pensioner rdlate would be raised to a 
level sufficient to exempt from tax n:patriation and social security pensioners with 
non-pension incomes up to the income test·frec area of $40 per week for single 
pensionen and combined income of $'10 per week for married couples. This will be 
achieved, for married couples, in l~ lllCI, for single pensioners, in 1990--91, with 
rebates increased sufficiendy in 1989-9010 exempt from tax a single pensioner with $25 
per week non-pension income. Based on current eslimates, lhe necessai'y rebate levels for 
1989-90 arc provisionally put al $6SO, $520 and $760 for single, married-rate and 
married pensioners unable 10 live together due to illness, respectively. Actual rebate 
levels and shade-out thresholds will be announced once the December quarter CPI figure 
is known. 

The rebate will continue to shade out al a rate of 12.S cents for each dollar of taxable 
income in exc:eu of the implied thresholds (currendy estimated at $8190 for single 
pensioners, $7570 for married-rate pensioners and $8710 for married pensioners unable 
to live together due to illness). For married pensionen any unused portion of their rebate 
and shade-out threshold will be transfcmd to their spouse except where their spouse is a 
social security beneficiary. For 1989-90, this will mean !hat a married pensioner couple 
with a combined taxable income of around $15 140 or less ($17 420 or less in 1he case of 
a married pensioner couple separated owing ID illncss) will not pay tax. 

Pensioners who qualify for a full or pan rebale will continue to be exempt from 
provisional tax. 

The 1988-89 income tax returns do not conl8in all the details needed ID identify the 
categories at pensioncrs ID which the 1989-90 relletes arc to apply. Acaxdingly, the 
Commissioner of "lllxation. will implement interim arrangements ID determine whether to 
levy provisional. Ill< on pensioncrs for !he 1989-00 income year. Under these 
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arrangements, provisional tax for 1989-90 will llOl be 1aised wha'e any pensioner's 
198~9 laXable income is less than $11 992. 

When 1989-90 provisional tax notices commence to be issued towards lhc end of this 
calendar year, pensioners entitled to exemption from provisional tax on the basis of the 
new rebate JUies oullined above will be given the opportunity to have any provisional tax 
that has been raised reduced to nil. 

Taxation of Foniign Sowce lnco""' 

Following consultation with interested panics on proposals contained in "lltxation of 
Foreign ~ourcc Income-A Consultalive Document', released as pan of the May 1988 
Economic Statement, lhc Treasurer announced lhc final design of new measures for 
taxing such income derived from foreign companies, 1111s1s and other arrangements. The 
new measures have two broad features: 

most income sheltered in low-tax countries through foreign companies controlled 
by Australian residents and through ttusts will be taxed in Australia on an accruals 
basis; and 

most income derived from non-portfolio interests in. companies. resident in 
comparable-tax countries will be exempt both from lhc accruals tax and from tax 
on dividends paid to Australian corporate shareholders. 

The new arrangements will genetally take effect from lhc 1990-91 income year and 
arc not expected to· generate revenue unlil 1991-92. (A comprehensive discussion of 
these measures and design changes from.the earlier proposals may be found in. 'Tuxation 
of Foreign Source Income-An Information Paper, April 1989'.) 
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APPENDIX B: OTHER REVENUE MEASURES ANNOUNCED SINCE THE 
. 19811-39 BUDGET 

Income Tax 

ACT Election Expenses 

The. Government inttOcluced amending legislation on 31 May 1989 to allow a 
deduction for expenses incurred in contesting an election for membership of the 
Legislative Assembly for the Australian Capital Territory. The amendrilent will apply for 
expenditure incurred in the 198~9 and subsequent income years. 

BenejiciiJry Rebate 

Legislation was amended to increase the beneficiary rebate for single beneficiaries 
and recipients of certain Commonwealth education allowances from $2(i() to $262 in 
198~9. in order to ensure that persons wholly dependent on specified Commonwealth 
benefits or ~llow'ances do not pay income tait. 

The rebate begins to shade out where 198~9 taxable income exceeds $6192 and is 
extinguished at $8288. 

Capital Gains· Tax: Long Term Ltases of Land and Principal Residence Exemption 

On 16 November 1988, the Treasurer annouoced amendmenls to the capilal gains tax 
(COT) provisions of. the Income Tax Assessment Act 1936 in relation to the treatment of 
premiums received on long· term leases·. of. land. As· a result, where a taxpayer grants a 
long term.(more than fifty years) lease or sublease of land after 16 November 1988, the 
taxpayer is able to elect to have· the COT provisions apply to the ttansaction on the basis 
that the grant of the lease is a disposal of the underlying asseL 

On 22 November 1988, the Treasurer announced the principal residence exemption 
would be extended so that no person will be liable to capital gains tax on the disposal of 
an asset that is a licence or right to occupy a unit in a retirement village that was his or 
her principal residence. The amendment applies from 20 September 1985. 

Deductibility of Gifts: Extensions 

The Treasurer announced that gifts to the following bodies would qualify as 
deductible donations (for gifts of $2 or more) where made on or after the date of 
announcement, unless otherwise indicated. 

Announced on 10 October 1988: Melbourne Overseas Mission Fund. 

Announced on 16 December 1988: Funds set up in Australia exclusively for the 
relief of persons affected by the earthquake in Northern Soviet Armenia on 
8 December 1988 (for gifts made before I July 1989). 

Announced on 11 January 1989: Dr Graham's Homes Association Overseas Aid 
Fund. 

Announced on 31 January 1989: For Those Who Have Less-Action Aid AusL 
Ltd. Special Overseas Aid Fund (previously known as For Those Who Have 
~pecial Overseas Aid Fund). 
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Announced on 10 May 1989: Auslralia Ireland Fund. 

Announced on 8 August 1989: Building funds for hostels that provide residential 
accommodation for school students from rural areas in respect of gifts made on or 
after 7 April 1989. 

Defence Force Personnel Serving in Namibia 

The Prime Minister announced on 6 March 1989 lhat lhe pay and allowances received 
by Defence Force personnel while assigned to duty in Namibia, as part of lhe United 
Nali?ns Transitional Assistance Group, will be exempt from income tax. The exemption 
apphes from 18 February 1989. Legislation to give effect to lhis announcement was 
inttoduced into lhe Parliament on 31 May 1989. 

Dividend Imputation: Early Balancing Company Assessments 

On 18 January 1989, the Acting Treasurer announced amendments to lhe income tax 
law relating to lhe imputation system of company taxation as it applies to early balancing 
company assessments. The amendment provides lhat where a company received its 
assessment of tax for a year of income during lhat year, the company tax rate to be 
applied in calculating the franking credit is the general company tax rate for the year of 
tax in which the assessment is served. It applies to company assessments for 1988-89 
and later years of income issued on or after lhe date of announcement. 

Restarch and Development Tax Concession 

As pan of the strategy contained in the Government's Science Statement of 
8 May 1989, the tax concession for investment by companies in research and 
development (R&D) activities was extended for four years. The concession, which 
provides for deductibility of eligible R&D expenditures at a rate of 150%, had been 
scheduled to terminate at 30 June 1991. It will now continue at a rate of 150% until 
30 June 1993 and, thereafter, at a rate of 125% until 30 June 1995. From 1 July 1995 
eligible expenditures will be deductible at the rate of 100%. ' 

SubstanliaJion Rules Relating to Award Transport Allowances 

On 28 April 1989, the Treasurer announced alterations to lhe provisions for 
substantiation of award uansport allowances. 

Previously, a taxpayer in receipt of an allowance paid under an induslrial award for 
fares or olher transport costs (award transport allowances) did not need to substantiate 
claims for deductible expenses against lhat allowance provided that: 

• lhe amount payable under the award had not increased since 29 October 1986; and 

• lhe amount claimed was not more lhan the allowance paid 

These provisions have now been altered so lhat no substantiation. is required where 
lhe claim is up to the amount of lhe allowance as it stood at 29 October 1986, even if lhe 
allowance has increased since lhat date. 

If, however, the taxpayer claims in excess of the amount payable at 29 October 1986, 
then lhe taxpayer must substantiate all deductions claimed against the allowance. 
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The amended provisions apply from the tax.year which commenced on 1 July 1988. The 
amendment does not apply to car expense reimbursement payments. 

Taxpayers remain subject to traditional tests of eligibility for deduction. 

Superannuation Tax Reform 

Legislation implementing the Government's reform of the taxation arrangements for 
superannuation was passed by lhe Parliament on 15 June 1989 with one amendment to 
lhe Bills inttoduced by the Treasurer on 30 November 1988 and 4 May 1989. The 
amendment exempts from tax lhat part of lhe income of a prescribed 'fixed interest 
approved deposit fund' (ADF) (that is, a complying ADF which derives at least 90% of 
its income as interest) that relates to the 25 May 1988 balances of depositors who had 
rolled over retirement benefits into lhe ADF on or before 25 May 1988 and who were 
aged 55 or over at lhat date (50 years where lhe benefit was paid as a consequence of 
redundancy, invalidity or under a bona fide early retirement scheme). Eligible depositors 
who had withdrawn some or all of their 25 May 1988 balances will be allowed until 
31 August 1989 to redeposit in order to qualify for lhe exemption. To be entitled to the 
exemption, the ADF must pass on the benefit it provides to the eligible depositors whom 
the exemption is inrended to protecL 

The legislation incorporated the following previously announced amendments to lhe 
original May 1988 Economic Statement proposals: 

Contribution Tax Transfers and Pooled Superannuation Trusts-On 20 June 1988, 
the Treasurer announced lhat complying superannuation funds and complying 
ADFs would be allowed to uansfer the tax liability on taxable conlributions Ibey 
receive to a life insurance company or registered organisation in which Ibey invest 
as well as to certain pooled superannuation trusts (PSTs). To be allowed to accept 
contn'butions tax liabilities from a complying superannuation fund or ADF, a PST 
will be required to meet certain requirements concerning the ownership of its units 
and to elect to be taxed on a similar basis as a superannuation fund. Where lhe PST 
meets these requirements: 

- the trustee will be taxed at the superannuation fund rate of tax; 

- any amounts it distributes will be exempt from tax in the hands of unitholders 
that are complying superannuation funds, complying ADFs or olher PSTs; and 

- unilholders lhat are complying superannuation funds, complying ADFs or olher 
PSTs will not be liable to capital gains tax on lhe disposal of !heir units. 

Premiums for Death and Disability Cover-On 1 July 1988, the Treasurer 
announced lhat complying superannuation funds would be allowed a tax deduction 
for the cost of providing dealh or disability benefits for dependants of a member of 
the fund 

Funding of Past Superannuation Obligations-On 11 August 1988, lhe Treasurer 
announced lhat otherwise taxable conlributions would not be taxed if Ibey were 
made to cover a liability of a superannuation fund lhat was already in existence at 
30 June 1988. 
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Payment of Benefits Through Superannuation Funds-On 11 August.1988, the 
Treasurer also announced that where benefits are paid through· a superannuation 
fund and are wholly or panly funded by a once-off contribution, the fund may 
elect to have the contribution !reared as non-taxable. Where this election is taken, 
people who receive benefits from the fund will not qualify for. the reduced rates of 
tax for lump sum payments or the special rebate for superannuation pensions paid 
from a taxable fund to the extent that the particular benefit is attributable to the 
non-taxable contributions. 

Taxation of Traditional Financial Securities 

The Government introduced amending legislation on 10 May 1989 for the taxation of 
traditional financial securities (not being securities issued at a discount to which the 
accruals provisions of Division 16E of Part ill of the Income Tax Assessment Act 1936 
apply}. 

Under the previous law, certain gains and losses on the disposal or redemption of 
traditional securities were dealt with under the capital gains and capital losses provisions, 
whereas gains and losses on the disposal or redemption of traditional securities acquired 
after 10 May 1989 will be deall with under the general income tax law. 

Tax File Number: Amendments 

Legislation to give effect to a tax file numbering system was passed by the Parliament 
on 22 November 1988. The terms of the legislation differed from the original • 
announcement in the following major respects: 

There will be no phasing in of the use of the tax file number when making 
investments; tax file numbers will be required for all new accounts opened on or 
after I July 1991. 

The consequences of non-quotation have been altered such that a withholding tax 
will apply at the top marginal rate of personal taxation plus the Medicare levy. 

The quotation of the tax file number will apply to pre-existing investment in shares 
in public companies at I July 1991. 

In the case of shares, the withholding sanction will apply on a pro rata basis to the 
extent that any dividend is not a franlccd dividend. 

Exemption from quoting the tax file number will apply to accounts with banks, 
building societies and credit unions in existence at I July 1991 that earn less than 
$120 per annum in interesL 

Persons in receipt of any part. of an age, invalid or other Department of Social 
Security pension or a service pension will not need to quote the tax file number to 
operate bank or similar accounts, buy shares or have dealings with other financial 
institutions. This exemption does not apply to unemployment and sickness benefit 
recipients. 

Children under 16 years of age will not need to quote a tax file number where 
interest income is less than $420 per annum. However, file number rules apply for 
dividend income. 
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• Higher Education Contribution Scheme payments made through the tax system 
will require the quotation of a tax file number. 

Thin.Capita/isaJion 
On 30 March 1989, the Treasurer announced amendments to the thin capitalisati~n 

rules in Division 16F of the Income Tax Asstssmelll Act 1936. The amendments will 
provide relief from the rules in a number of ordinary commercial circumstances: 

Wholesale Sales Tax 

CompUler Softwart 
In the 1988-89 Budget, the Government announced the removal of sales tax on 

computer software developed for sale or licensing to a single user and the impositioo of 
sales tax on computer software developed for two or more users that is transferred 
electronically. Following a further review, the Government concluded that the Bills to 
give effect· to the Budget announcement would not adequately address the problems 
associated with applying sales tax to computer software. It announced that tax liability 
for all computer software other than firmware would be removed from 
23 December 1988. Legislatioo was introduced into the Parliament on 31 May 1989. 

Containers/or Marketing Alcoholic Beverages 
On 13 February 1989, the Treasurer announced that the Government would amend 

the sales tax law to ensure that only bottles that are for repeated use in marketing 
alcoholic beverages qualify for exemption from tax on their initial acquisition by a 
brewer or wholesaler of such beverages. The necessary legislation, which was introduced 
into the Parliament on 31 May 1989, extends parallel treatment to beer kegs. The 
amendments apply from 24 August 1988 in the case of kegs and from 14 February 1989 
for other containers. 

Recycled Paper 
On 20 July 1989, the Prime Minister announced in his Statement on the Environment 

that the Government would exempt from sales tax certain printing and writing paper, 
tissue and toilet paper and paper bags where these goods are made from wholly recycled 
paper. The change will operate after the date of introduction of the legislation, which is 
expected to be in the Budget 1989 sittings of the Parliament. 

Shipping Co111ainers 
On 25 January 1989, the Government announced that shipping containers would be 

exempt from sales tax, with effect from the dale of announcemen~ where they ~ for 
repealed use on ships to transport cargo. Legislation was introduced into the Parliament 
on 31 May 1989. 
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Customs ud Excise Duty 

Coated Kraft Paper and Paperboard 

The Government 8llllOUllCed on 27 April 1989 that die duty llllC fer ccated kraft paper. 
and paperboard be restored .IO 15% after inadvertenUy being !educed in the 1988 May 
Economic Statement to 10%. , 

Rebate on Marine Diesel Excise 

As pan of the Shipping Reform Package, the shipping industry will receive a, rebate 
of the hypotheca!Cd component of marine diesel excise from 1 July 1992. 

Sugar Tariff Arrangelnl!lllS 

From 1 July 1989 the embargo on sugar imports will be lifted and a tariff of $115 per 
tonne imposed. The tariff will be phMcd down to $70perIOmCbyJuly.1992; 

Taxation of Pt/TO/e""' Prodw:ts 

On 3 Man:h 1989; the Government announced the following changes IO the excise 
and customs duty ammgements applying to petroleum products: 

removal of customs duty on· imported Liquid Petroleum Gas (LPG) from 
1 July 1989 (IO align it with the excise-me starus of doolestic LPG); 

to address avoidance practices, amendment to die duty structure IO ensure.that duty 
is paid in accordance with die stated end-use of petroleum products (announced ro 
CORIC into effect on 1 July 1989 but delayed pending negotiations with the oil 
industry); and 

various changes to the Diesel Fuel Rebate Scheme IO improve adminisuation and 
to correct anomalies in the coverage of activities eligible for rebate. 

Transport Containus 

On 25 January 1989, the Government announced that imports of all transport 
containers uansferable between modes of transport would be duty free from the datc of 
announccmcnL 

Other Measures 

Conversion of Nominated Housing Advances to Grants 

In 1989-90, the advances component of the State Govcmmcnts' Loan Council 
~ and the related general purpose capital advances ro the NT, which was 
nominated by the Stales IO be provided as concessional ·loans for· public housing in 
1988-89 •. is IO be replaced by grants under the Commonwealth State Housing Agreement 
Forgone mterest repayments resulting from this measure are shown in 1ible 1. Forgone 
principal repayments are classified to ouUays (see Statement 3). 

Ughl Dues and Naviga1ion Charges 

Light dues are levied on the shipping industry ro recover the cost of providing marine 
navigational aids. To improve the equity of the system, the llllC at which dues are levied 
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will change from a single llllC of 53 cents per net registered ton, to a sliding scale of 
chatgcs nnging from 63 cents down ro 33 cents per net registered ton as total tonnage 

increa!es. 

Te/ecoinnuuUcadons APpllcadons Fees 
This item covers fees for various licences and other permits issued by the newly 

established Australian Telecommunications Authority. 

Wheat Industry Fund Levy 
With the introduction of. new wheat marketing arrangements on 1 July 1989, the 

wheat tax has been repiaced by a new wheat industry levy. The new levy will comprise 
2.5% of the net sales value of wheat, of whlch 2 percentage points will be applied to a 
Wheal Industry Fu!ld. The fund will be used IO support the uading activities of the 
Ausualian Wheat Board in the domestic wheat markeL The Commonwealth will also 
guanntec borrowings by the Australian Wheat Board to fund such commercial 
~lions. Further details are provided in Statemtnt 3, 7B IndMstry Assistance and 

DeW!/opmenl. 
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Appendix C: Revenue Statistics - 1979-80 to 1989-90 

Table C.I: Commonwealth Government Budget Revenue ($m) 

1979-80 19M--8t 1981 .. gz 1982-83 1983-34 1984-35 l9!J-.86 1986-87 1987-88 1988-89 1989--90 TAXATION REVENUE 
Inc:omc Tax 

Individual• 
oro .. PAYE 13287 15291 18836 20812 22024 24403 27575 30657 33359 39106 41220 
Leu Rchmd* 1127 1170 1418 1971 2402 2072 2385 2520 2402 25SO 2980 Net PAYE l2J(i() 14121 17417 188<-0 19621 22331 25189 28136 30957 36556 38240 
Olhc, 

2872 3411 3787 4101 4454 5322 5673 7444 7880 7352 "'35 
Medicare Levy 

365 1223 1335 1715 2080 2320 2595 
Prcteribcd P•ymenta System 

251 412 515 765 95' 1308 l6SO Total li1Comc Tax on Individuals 15032 17532 21204 22942 24691 29287 32713 38061 41875 47536 51320 Comp.nics 
3406 4695 S053 4829 4563 5564 6111 6714 8801 10265 11360 

~ninnuation 
8 II 20 25 21 14 22 13 11 7 .., ... Withholding Tu 141 161 205 259 305 404 562 639 667 737 •so ~ Fringe Benefits Tax 

535 ... 990 1120 
Total Income Tax 18588 22399 26482 28054 29580 35270 39408 45962 52234 59535 65535 SalesT111x 

1865 2102 2854 3490 4165 4966 572• 6348 7547 9402 10500 ~,!:de~,, and I.PO 
2270 3JOS 3163 3486 3650 4202 4019 2062 2056 1188 1352 

Petroleum Products 905 925 970 1293 1973 2207 2813 4666 4833 S163 564S 
Other Excite Duty 1789 1799 1860 202• 2110 2145 2373 2557 277• 2252 2267 

TotalEltcitcDuty 
4964 S832 5993 6807 m3 8554 9205 9284 .... 8603 9264 

C'ultomtDuty 

1538 1800 2329 3282 
4030 

Import. 
2060 2036 2927 3237 3632 3753 

Coale.po .. 
9J 85 97 66 66 60 S7 S2 so so 52 

TotalC'lliiom1Duty 
1629 1884 2156 2102 2395 2987 3339 3288 3683 30l3 4082 

Debits Tax 
30 183 189 202 261 330 3SS 390 

Otbcr Taxes, Fee1 and Fines 
Primaiy ~Charges 20 20 20 25 25 S9 SJ 55 S9 63 7• 
PrimlJ)' ~ l.cl'ic1 278 353 314 369 •21 531 Sl2 S77 69! 778 782 
Brotdc11ting aQd Tclcvi1ioo Uccncc Fcea 18 21 31 40 48 S9 69 77 .. 110 271 
Other 'taxes, Fees and Finc1 nee 134 !OS 148 178 267 314 341 324 362 367 426 
ACT Tues and Cha11c1 S3 60 71 •• Ill() 120 l'3 177 239 233 

Toca I Other Ttxct, Peca and F'lDCI S03 562 S85 700 861 1082 1116 1211 1436 1551 1554 TOTAL TAXATION REVENUR 
27548 32780 3!!071 41183 44917 53048 SS999 66354 74897 83252 91325 

Table C.I: Commonwealth Government Budget Revenuo ($m) - continued 

- ---~ 

1979-80 19IO-!!_ 1_911-82 1982-83 19&-N 19M-15 19*5-86 1986-17 1917-11 1911-19 - 1919-90 

NQN·TAX REVENUE 
Incerclf:Rcccived 

From Other Govcmmcntt g:= ~Advances 1091 1270 1441 1619 1736 1904 1991 2073 2107 2082 20S9 
176 183 119 1117 212 228 245 265 289 303 308 0.0lhc•SO«~ 111 119 11' 124 137 .. 97 91 85 ... 140 

ACC~Coancil 

Tocat IDtcrat from Other Govcmmcnll 1378 1572 1744 1940 2085 2230 2333 2429 2481 2527 2507 

From Noa-~ A\llboritie1 
18 16 t• 1S 12 14 7 • • • ~~U:~~w:r~tric Authority • 47 49 SS S7 S7 61 66 72 73 7S 76 

pjpcllMAuthority 27 29 31 33 35 34 34 33 30 28 26 

~~~m~O:~~tiOQI 328 33! 397 484 610 665 70S 667 654 638 480 
16 17 

f::~A~rc;~~. 22 47 .. 
~ 

17 11 • • 6 6 4 .. 
Total Jatcrest fn:im Non--Budgct Authorities 437 436 509 598 720 780 816 779 787 812 665 

Dcfcacc Service Home• -30 49 S2 60 66 69 71 1S 76 56 

~~ =~inancial Emerprites 
22 25 25 2• 28 29 27 28 27 22 I 
33 37 3S 27 3g 6 SS 44 47 1 1 

Commocwe11lth C.tll Balmcct "! Rcterve &nk 33 2• 15 14 24 21 128 187 184 231 185 
Other IAtcrelt. Received 40 34 69 62 S2 66 83 72 65 103 6S 

TotallDtcrellR.eccivcd 1914 2181 2449 2731 3014 3200 3513 3614 3667 3751 3431 

Divideoda aod Olber 
From Public Tnidill$.&tcrpri1e1 • 7 6 11 0 1 8 26 20 4g 70 384 
From Public Financu.I Enterpri1es 

226 34S 746 1014 1985 2601 1959 Rclervc Batik 0£ Alllt!*lili ... 663 503 440 
Corponitioa 36 42 39 34 46 39 23 lllO 68 123 110 
- 1cnt Corporation • 8 9 11 9 

0 • 0 () 0 0 () 
43 SS S2 68 ., 97 169 103 117 61 91 

9 47 33 S2 133 17S 37 7 26 234 SS 
IS 1• 20 3S 39 33 so SS 36 32 31 

337 366 501 852 lll49 1373 2298 2896 2265 1024 1120 

TOTAL NON~TAX REVENUE 2250 2546 2950 3582 4063 4573 san 6510 S932 4775 4SSO 

TOTAL REVENUE 29798 35326 41020 44765 48980 57622 64810 72864 80829 88027 95815 



Table C.11: Real Rate of Change in Commonweallh Government Budget Revenue Items(%) {a) 

1979-IO 198<r81 198H12 1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 1988-89 1989-90 

TAXATION REVENUE 
Income Tax 
Individual• 
Gron PAYE 5.1 4.0 10.6 -0.S --0.9 4.6 5.6 3.5 1.3 7.2 -<>.• 
Lem Refunds -1.4 -6.2 8.9 25.1 14.1 -18.6 7.6 -1.6 -11.3 -2.9 9.9 

Net PAYE 6.5 4.9 ID.I -2.6 -2.S 7.4 5.4 4.0 2.4 8.0 -1.6 
OU.Or 8.9 7.3 --0.3 -2.S 1.7 12.8 -0.4 22.2 -1.4 -14.? 13.0 
Medicare Levy n.a. .... n.a. n.1 • n.1. 216.3 2.0 19.6 12.9 2.0 5.2 
Prctcribcd Paymcntl System n.a. n.a. n.a, n.a. n.a. 55.1 16.9 38.4 16.S 24.9 18.7 

Total Income Tax oo. Individual• 6.9 5.4 8.6 -2.6 0.8 12.0 4.4 8.3 2.4 3.8 1.6 

Companies 2.1 24.S -3.3 -13.9 -11.5 15.1 2.6 2.3 22.0 6.7 4.1 
~ranauation 16.2 32.0 59.9 14.S -21.3 -36.7 44.6 -44.3 -23.9 -36.S n.a. 
W1thboldin&: Tax 12.6 3.0 14.5 13.7 10.3 24.9 30.0 5.9 -2.9 I.I 8.6 

~ 
Fribgc Bcncf!t• Tax n.a. n.a, n.a. a.a. n.a. n.a. n.1. n.a. 53.2 2.8 6.5 

00 
Total Income Tu 6.0 8.9 6.2 -4.6 -1.3 12.6 4.4 8.6 5.• 4.3 3.6 

Salc1Tax -4.1 1.9 22.0 10.1 11.7 12.6 7.8 3.2 10.7 14.0 5.1 
Exci1e Duty 

Crude Oil and LPO 68.4 23.7 -1.6 -o.• -1.9 8.7 -10.6 -52.2 -7.1 -47.l 7.0 
Petto1cum Producu -9.4 -7.7 -5.S 20.0 42.9 5.6 19.l 54.4 -3.S -2.3 2.9 
Other Excite Duty -4.6 -9.1 -7.1 -1.s -2.6 -4.0 3.4 0.3 1.2 -25.9 -5.3 

TotalExci.cDucy 17.5 6.2 -7.7 2.3 6.4 4.4 0.6 -6.1 -3.0 -18.6 1.3 
CUstoauDuty 

2.7 5.1 2.8 -11.0 lS.6 4.8 -S.2 4.5 -5.5 lmporu 7.1 1.0 
C..IExpom -11.7 -15.S 2.4 '"'38.3 -6.5 -14.5 -I0.6 -16.3 -8.S -9.7 -1.7 

Total Cultom1 Duty I.I 4.5 2.8 -12.2 6.7 17.7 4.5 -S.3 4.3 -5.S 1.0 
Debit.Tu n.a. n.a. D.a. a.a. 478.3 '"'2.1 -0.3 20.2 17.7 --0.6 2.4 
Other Tues, Fees and F~• 

3!1.3 -1.2 -10.1 8.9 J25.J '"'J9.I 1.0 PtiJ:aa:y Iodultl)' C-~1 -6.4 -1.0 -2.2 10.6 
Prin&ary Jndmtr)t Levies -10.5 14.5 -20.0 5.6 7.0 JIU -9.S 5.0 11.4 3.1 -S.4 
Bro.dcalltiac ud Televilioa Licence Fee• 13.3 7.J 29.3 17.6 12.1 14.7 9.5 3.9 4.1 17.4 131.S 
Other Taxes, Fees &lld Fine• nee -16.2 -27.4 23.7 •.. 40.0 11.3 1.4 -11.4 4.0 -7.3 9.3 
Acr Taxes ml Charges ..... 3.S 5.6 12.1 5.9 13.2 12.0 14.9 25.7 -10.S -100.0 

Total OthcrTaxc1, Fcea IDd Fine1 -7.9 1.0 -6.6 7.1 15.1 11.7 -3.6 1.0 10.5 -1.2 -5.1 

TOTAL TAXATION REVENUE 6.6 1.5 4.3 -2.6 2.1 11.5 3.9 4.7 5.1 1.7 3.2 

I ,, ..... . 

Table C.II: Real Rate of Change in Commonwealth Government Budget Revenue Items(%) - continued 
1985-86 1986-87 1987-88 1988-89 1989-90 

1979-IO 1980-Sl 1981-82 1982-83 1983-84 1984-85 

NON-J"AX REVENUE 
Interest Received 

From Other Oovemmenu -2.5 5.2 1.9 I.I -2.3 -3.0 -5.4 -9.6 -7.0 

~ Gcnc111I Purpose-Adv1nc:e1 
0.4 3.S 

g:=~~mcnu 
-3.0 -6.2 -7.2 -5.9 0.5 1.3 0.8 0.6 1.6 -4.2 -4.4 

5.6 -3.3 -13.9 -1.4 3.0 -32.2 -8.0 -12.0 -13.3 52.0 -7.1 

ACf Lou Comcil 
Total lnterelt from. Other Ooveromcnts -2.0 3.1 --0.3 0.2 0.6 1.0 -2.2 -3.D -4.9 -6.9 -6.7 

From Non-~ct Authoritie• -37.2 -20.S 2.0 -22.S -26.9 8.6 -s2.2 4.6 -u.o -9.7 -<J3.9 

~1~~~i:-h;d~:r!1nc Authority -9.2 -5.3 0.4 -6.7 -6.4 0.0 2.0 0.9 -5.9 -5.S ..... 
Pipel~Authority -2.8 -3.6 -5.4 -2.7 -1.5 -8.3 -6.4 -9.3 -14.2 -14.7 -14.3 

Tel"om and Po.tll Corporation1 -8.6 -9.0 8.0 9.8 18.0 2.9 -0.9 -12.0 -8.6 -10.8 -29.2 

Civil Aviation Authority n.1. n.a. n.1. n.a. n.a. n.1. n.a. n.1. n.1. n.a. -2.l 

bU!:~~~$°~[t°A~i:~:s 
n.a. n.1. n.1. n.1. n.1. n.1. n.1. n.a. n.1. 96.1 -4.4 

-40.2 -42.3 -35.9 -7.4 -29.1 2.4 -41.1 n.1. n.s. n.a. n.1. 

Total Interest from Non-Budget Authorities -11.8 -10.0 4.9 5.8 12.8 2.3 -2.2 -11.1 -6.0 -5.5 -23.0 

~ Defence Service Homes -136.4 -250.2 -5.9 4.1 3.2 -1.8 -3.1 -2.0 -5.1 -33.S .... 
~ ~~ ~il~inancial Enterprises 

-14.3 1.9 -9.9 3.4 -6.4 -4.4 -no -5.2 -9.8 -25.0 -66.3 

31.9 1.4 -15.0 -30.2 30.8 -84.5 710.4 -25.6 0.4 '"'98.S -5.9 

Commoawcalth Cash Balances - Reserve Bank 9.6 -25.0 -52.0 -12.6 51.9 -18.8 474.S 36.0 -8.6 14.9 -24.5 

Other Interest Received -10.6 -22.2 82.S -19.2 -22.5 20.6 17.6 ·19.5 -16.2 45.S -40.7 

Totallnterc1tReceived -9.2 3.0 0.9 0.4 3.3 0.2 2.6 -4.2 -5.5 -6.4 -14.0 

Dividend• and Olbcr -34.5 -13.7 -96.7 796.7 217.9 -25.4 117.3 35.1 412.9 

From Public Tradill$ Enterprise• 
53.5 84.9 

From Public Financ1•l Enterprises -21.6 -21.l 56.7 73.1 5.4 28.3 83.0 22.0 -29.9 -76.5 -17.S 

Reserve Bink or Au1t1111ia 
Comm.ori:wealtb Bulking Corporstion 15.4 5.0 -15.6 -22.8 27.6 -19.4 -45.7 312.9 -36.7 64.3 -15.7 

· ._.._ _ _._, n.-··-1-.ent Corporation n.a. n.a. n.a. n.a. n.a. n.a. -3.4 2.5 14.8 n.a. n.a. 

n.a. n.1. n.a. -10.0 -6.4 -5.6 40.2 -6.9 n.a. n.a. n.a. 

40.7 13.8 -13.9 17.4 17.1 7.7 62.S -43.4 6.1 -52.5 40.3 

-69.5 374.0 -36.4 40.3 139.0 24.5 -80.2 -81.8 235.6 722.2 -77.9 

-38.7 6.9 -2.6 51.6 5.1 -19.2 40.4 3.1 -39.6 -18.4 -10.2 

Total Dividends and Olhcr -19.0 -1.9 23.0 53.2 15.3 23.6 56.4 17.4 -V.2 -58.7 2.9 

TOTAL NON-TAX REVENUE -10.S 2.2 4.0 9.4 6.2 6.3 18.8 4.3 -15.2 -26.4 -10.4 

TOTAL REVENUE 5.0 7.1 4.3 -1-7 2.5 11.1 5.1 4.7 3.3 -0.4 2.5 

(A) Nominal incrcalC deflated by movements in the non-farm GDP deflater. 
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Table C.ill: Major Categories of Revenue as Proportions of Total Revenue (per cent) 
Taxation Revenue Non-Taxation Revenue 

Income Tax (a) Other Taxatioo Revenue 
Exci1e1(c) Toul Tout 

Refined Tolal """'' Divideodl Non-Tax 
Tolal Crude Oil Pctrolcl.Vll Liquid """'' Sa1e1 Tox ... R<v...,. 

Individwilt Companie• (b) and LPG Products Fuol (•) Tox (d) Interest """'' (C) 

Avcrqca: 19S!iHjO to 1963-64 33.0 16.7 50.0 16.6 10.0 37.8 a.a. .. .. 12.2 
: 1964-65 to 1961-69 37.S 15.9 53.8 15.2 7.1 34.6 10.S 0.2 11.6 
: t969-70to lm-74 42.1 16,5 59.3 13.2 7.9 30.2 9.S 0.3 10.S 
: 1974-75 to 1971-79 50.S 13.4 64.4 12.'4 7.4 27.2 7.4 0.9 1.3 
: 1979-IO to 1913-14 50.7 11.4 62.7 7.9 3.0 10.9 4.9 7.1 29.7 6.2 l.S 7.6 
: 1914-85 to 1918-19 SI.I 10.2 63.5 4.0 S.3 9.3 3.4 9.2 21.1 4.9 2.1 7.7 

1979-IO 50.4 11.4 62.4 7.6 3.0 I0.7 6.0 6.3 JO.I 6.4 I.I 7.6 
19a>-11 49.6 13.3 63.4 I.& 2.6 tu 5.1 6.0 29.4 6.2 1.0 7.2 
1911-12 SI.7 12.3 64.6 7.7 2.4 10.1 4.S 7.0 21.3 6.0 1:2 7.2 
1912-13 Sl.2 10.1 62.7 7.1 2.9 10.7 4.S 7.1 29.3 6.1 1.9 1.0 
1913-14 50.4 9.3 60.4 7.S 4.0 11.5 4.3 &.S 31.3 6.2 2.1 1.3 
1914-15 SO.& 9.7 61.2 7.3 3.& 11.1 3.7 &.6 30.9 S.6 2.4 7.9 
1985-16 50.4 9.4 60.& 6.2 4.3 10.5 3.7 ... 30.2 S.4 3.S 9.0 
1916-'7 52.2 9.2 63.l 2.& 6.4 9.2 3.S &.7 21.0 5.0 4.0 1.9 
1917-U 51.7 10.9 64.6 2.S 6.0 1.5 3.4 9.3 21.0 4.S 2.1 7.3 
1911-19 53.9 11.7 67.6 1.4 S.9 7.2 2.6 10.7 26.9 4.3 1.2 S.4 
1919-90 53.4 11.a 61.4 1.4 S.9 7.3 2.4 11.0 26.9 3.6 1.2 4.7 

(•) ~ •IDdiViduat.' iatqory compri1e1 net PAYE, other iodividUll1 income tax, Medicare levy collcctiom ((rom 1-ff3.:.14)-ai.d coliecti~ uadcrthe-prc.CribcdJ,.ymenta syltem wbich 
bavo lloca ~to iadividUlts (from 1913-14). 'Companie~· include• com~ ~x collcctiom and collccliocs from the prescribed p1ymcnt1 ll)'ltc:m. 'tllhich ~vc bcea. 
1ppodk1Dod to companies (from 1913-14). 

(b) ~well a• collec~ from iadMdwib and comp1Qic1, total income tax iDcllldcs collcctiom from supcrannm~oo. funds, withboldinc Wt rcvCJWC (from 1960-61) and friap bcoefitl 
bc:M(itl tax~ (from 1916-17). 

(c) The 'other' catca;OI)' iacludel cxci1e from beer, potable spirits and tobacco. A morcdcllilcd breakup- for 1911-19 and 1989-90 - ii ahown in Table I Ofthi1Sh.temeat. 
(d) Ai well 11exci~aad11kt tsx, other llutioo. revcrwe includes cUllom1 duty oo imports and coal exports; othcrtuc1, fee~ ud rmc1 (including~~~. gift and ll&Dip dWc1); /\Cf 

tnctand chlrgc1(1959-60to19111-119); ptyroll llx (1959-6010 1976-71); and debits lilt (from 1912-13). 
(e) M well a• iolcrclt an4 4ivi~, total non-tax revenue includes re~ from the National Debt ~inkiog Puod (1~ to 196l-64), and net incrc:a1e1 in other blltmce1 of the 

Commonwealth Trwt Fund (19S9-60 to 1964-65). 
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l 11·: 
SfATEMENT S-THE BUDGET BALANCE AND ITS FINANCING 

INTRODUCTION 

. ~the impact or the budget en the economy depends significantly on lhc lewl and 
compoliticl!t or outlays llld iew:nue,.the di!fmncc between tllem-thc ~also 
or ccinlideilblc impolllncci. Tbc COll!JCCluenteS of the budget for the CornlllOljwealth's net 
dcbt·Position (bodl clolileatic IOd oveneas), for conditions in fiiiancial · rruuiCts and for 
prlVate llCCD' oxpeetliions Ire in clclcly. UnJ<ed IO lhc.bliance. 

This $jalclllellt.placcs the 1989-90 balance in alooger terin pcrspcclivc, ~the 
domadc ~ CMneU ccmponen11 llld within-year pallcmS. The implicalicns and 
COllleC!ue'*8 o_feontinued budget SUIJ)IUICS ae cumincd and dclaila on .iecent and 
prospecti~·dcbt·~ ae·providcd·8PiJ1st·,a longer term ~w pf financing 
translletiooi. . 

B~ 

The main budiet ~ for tacb ,ear Jinc:e 1979-80 and &vetlpl for the last 
three decades; exprellCd bolh in absolute terms and u proporticns of GDP, are shown in 
'lllblo<hA lllble lhowi!ll budget ciutcomci si11Ce·1953'-S4, the limits of available dala, is 
prilvidecMn.the.AppcildiX.IC);tliis.s111emcnt (l'llble I); Tbc amUll ~·from 
1974':-7S11edcpic.CcHnChllU-1SproportlolilofGDP. 

'T.J;iO ~: ~th BixlFtA~ . 

"of "of "of S'm GDP ·$ni GDP· Sm GDP 

Average<: 
1959-«lto-l~ 4517 .. 'l2.7. .4W 2i.o .loll ·l.7 
1!169-70 to 1971.79: 16708 25.5 15040 23.3 ·1668 ·2.1 
1979-l!l to·l911-19 51,699 27.6 56404 26.3 .2295 -1.3 

1979-lo 31751 25.9 29791 24.3 ·1960 -1.6 
19&0-ll 36313 26.0' 35326 25.3· -916 -0.7 
1911-12 41521 26:5 41020 26.2 -SOI -0.3 
1912-13 49277 21.9 44765 26.2 -4512 -2.6 
1913-14 56966 29.6 4191() 25.5 .7917 -4.2 
1914-15 64319 30.0 .576'l2 26:9» -6fN1 -3;1 
1915-16 70439 29.5 64110· 27.2 -5630 -2.4 
1916-17 75496· 21.7 72164 r/;1 -2631 ·1.0 
1917-11' 71764 26;5 80829' 'rl.2 • 2064· 0.7 
1911"9 12121 24.5 U027 26.2 5199 I.I 
1919'90· 16?53 23.7 95175 26.2 9122 2.5 

(•I ~ft~~·•fii:;t;poi;oiveilp~a.-,.. .. 

S.3 



CHARTl. BUDGET AGGREGATES 
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The 1989-90 swplus of $9122m or 25% of GDP principally iefleclS the cumulalive 
effeclS of decisions to restrain lhe lllle of growtli in outlays. Since peaking at 30.0% of 
GDP in 1984-85, the outlays IO GDP ratio has been reduced by 6.3 pereentage points to 
an estimated 23. 7% in 1989-90. By comparison, lhe estimated ievenue IO GDP ratio of 
26.2% in 1989-90 is 1.5 percentage poinlS lower lhan lhe peak ratio in 1986-87and is 
now little diffeient to lhe ratio prevailing in the early 1980s. 

The aggiegate ouu:ome for 1988-89 is shown in Tuble 2: 

Table 2: Commonwealth Budget Ouu:ome 

1987-88 1988-89 Change in 1988-89 Actual 

Over Over 
1987-88 1988-89 

Actual Estimate Actual Actual Estimate 

Sm Sm Sm % Sm % 
Outlays 78764 82043 82128 4.3 85 0.1 
Revenue 80829 87496 88027 8.9 531 0.6 

Balance 2064 5453 5899 446 

The 1988-89 oulCOme of a budget surplus of $5899m, was $446m higher lhan 
budgeted. This reflected slightly slronger lhan budgeted growlh in revenues, wilh outlays 
growlh in line wilh budget estimates but wilh the netting out of a number of offsetting 
factors. More detailed breakdowns of estimates and oulCOmeS for outlays and revenue are 
given in Statements 3 and 4 respectively. A labular comparison of budget estimates and 
oulcomes since 1979-80 is provided in lhe Appendix to Ibis Statement (Table II). 

5.4 

Domestic and Overseas Blllances 
The domestic and overseas balances over the past ten years, and estimates for 

1989-90, are provided in Tuble 3. 

Table~: Domestic and Overseas Balances 

Domestic Balance Overseas Balance Overall Balance 

% of % of %of 
Sm GDP Sm GDP Sm GDP 

1979-80 -528 -0.4 -1432 -1.2 -1960 -1.6 

1980-81 553 0.4 -1539 -I.I -986 -0.7 

1981-82 945 0.6 -1453 -0.9 -508 -0.3 

1982-83 -2537 -1.5 -1975 -1.2 -4512 -2.6 

1983-84 -5579 -2.9 -2408 -1.3 -7987 -4.2 

1984-85 -3668 -1.7 -3029 -1.4 .6Q¥1 -3.1 

1985-86 -2035 -0.9 -3595 -1.S -5630 -2.4 

1986-87 1325 0.5 -3956 -1.S -2631 -1.0 

1987-88 4911 1.7 -2847 -t.O 2064 0.7 

1988-89 9023 2.7 -3124 -0.9 5899 1.8 

1989-90 12008 3.3 -2886 -0.8 9122 2.5 

The Government makes substantial payments overseas, principally for defence 
equipment, overseas aid and debt servicing (see Table Ill in the Appendix. to Ibis 
Statement). Since budgetary ievenue from oveiseas is negligible, there is typically a 
deficit on the Government's overseas uansactions, lhe bulk of which is paid in foreign 
currencies. 

The overseas budget deficit is expected to fall for the second year in succession. The 
fall in 1989-90 is a iesult of lower debt servicing coslS following the net repayment of 
oveiseas debt in recent years, lower purchases of defence equipment and reduced 
con!Iibu1ions IO international organisations. While lhe wmaround from a large budget 
deficit to a smplus is estimated at over 6 pen:entage poinlS of GDP between 1983-84 to 
1989-90, the oveiseas budget deficit over this period has shown litlle relative change. 
Consequently, the domestic deficit has been reduced markedly from 1983-84 and 
incieasingly larger clomestic surpluses have been iecorded since 1986-87, one year ahead 
of the first overall surplus. 

Within· Year Balance Pattern 
The quarterly paucrn of outlays, revenue and lhe balance for 1988-89 and lhe 

pieeeding four years is set out in Charts 2, 3 and 4. The within-year peucrn of the budget 
balance affects both the Commonweallh's within-year fmancing,needs and the liquidity 
management task over the year as a whole. 

Chart 4 indicateS a consistent pattern during recent years of deficits in the first lhiee 
quarters followed by strong smpluses in the last quarter. In the first thiee quarters of lhe 
year, wilh lhe budget traditionally in deficit, the Commonwealth has issued short term 
securities (Treasury Notes) to finance the difference between its outlays and ilS revenue 
and to fund lhe redemption of maturing debt. As well as funding the Commonwealth's 
cash needs, iS.uing T<easury Notes offsets lhe injection of liquidity into lhe financial 

s.s 



CHART 2. QUARTERLY OUTLAYS PATTERN 
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CHART 3. QUARTERLY REVENUE PATTERN 
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system which results from the quarterly deficits and maturing debt Jn the fourth quarter 
the Co~mon~ealth has ~ the traditional surplus to fund the redemption of~ 
NOleS issued m the previous quarters, and accordingly reduces the stoclc of short-tenn 
securi~ on issue. In doing so, it has injected liquidity into financial markets to offset 
that withdrawn by the June quarter 'tax run-down'. 

. I? recent years the Government~ taken a number of measures to help smooth the 
w1thm-year balance pattern by spreading outlays and revenue more evenly over the four 
quarters. This has included malcing more frequent payments for major programs 
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CHART4.QUARTERLYBALANCEPATTERN 
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(for example; the decision to make quarterly rather than annual payments to local 
government), and reducing the share of total revenue collected in the fourth quarter (for 
example, through the introduction of quarterly provisional tax collections and, in this 
Budget,. the changed company tax anangements). These measures have reduced the 
volume of Treasury Notes that would otherwise have been issued in the first three 
quarters of the financial year, producing substantial savings in public debt interest 
payments • 

For 1988-89, the large June quarter surplus primarily reflected high revenue 
collections over the period but particularly in the month of May. The major differences 
between the balance pattern in 1988-89 and previous years were: the earlier movement 
to a surplus (February rather than Mluch), a flatter pattern of deficits over the first three 
quarters (reflecting generally slower growth in outlays over the first half of the year) and 
the size of the year-end surplus. 

Estimates of the within-year pattern of the budget balance for 1989-90 are subject to 
a great deal of uncertainty, incorporating not only forecasts of revenue and· outlays, but 
also assumptions on their timing. That said, the within-year pattern of the budget balance 
in 1989-90 is expected to be rather different from. that in earlier years. The revenue 
pauern in 1989-90 will be influenced significantly by the changes in anangements for 
PAYE remittances and company tax payments. As a result, while there is still expected to 
be a pronounced revenue peak in. the June quaner, the Mluch quarter is also expected to 
be in surplus, and the December quarter in approximate balance. The pa11em of outlays 
will be affected by the coocentration of proceeds from assets sales in the first quaner of 
1989-90. In consequence, the deficit for the September quarter is lil<cly to be lower 
relative to recent years, owing to the receipt in July 1989 of around $1 billion associated 
with the sale of the Defence Services Homes Scheme. 

5.7 



FINANCING TRANSACTIONS 

Financing ttansactions for lhe past ten years are set out in 'Illble 4. 

The emergence of a Commonweallh budget surplus in lhe past two yC8JS, wilh a 
funher large surplus budgeted for this year, raises some novel issues in undertaking 
financing transactions. There is no longer a central need to provide funds for financing 
lhe deficit between tolal outlays and revenue. Ralhcr lhe need now is to manage 
wilhin-year movements in liquidity in order to provide adequate liquidity to the financial 
system as a whole, and to fWld lhe Commonwcallh's cash balance requirements. In 
addition, as lhe Cornmonwcallh Government has become a purchaser ralher lhan a seller 
of securities, there is now lhe task of repaying debt in an orderly and efficient manner. 

Until 1986-87, Commonweallh borrowing to fund' lhe budget deficit.led' to annual 
increases in the volume of Commonwcallh Government securities (CGS) outstanding. In 
1987-88, lhe movement of lhe Commonwcallh budget into surplus, combined wilh lhe 
use of surplus cash balances, meant that for lhe first time in 38 years lhe Commonweallh 
redeemed bolh foreign currency and domestic debt in net terms, and in substantial 
amounts. The continued (and much larger) budget surplus in 1988-89 meant lhat 
repayment of both domestic and foreign currency debt was again a feature. Further 
substantial debt repayment will continue in 1989-90. 

Debt Management in 1988-ll9 

As already noted lhe 1988-89 surplus of $5899m enabled lhe Commonwcallh to 
make substantial redemptions of bolh foreign currency and domestic dcbL The main 
features of the financing program in 1988-89 were as follows: 

lhe Commonweallh repaid $3186m of its overseas debt, following repayments of 
S1587m in 1987-88, reducing the level of outstanding overseas debt at 
end-June 1989 to $9261m; 

$3604m of conventional Treasury Bonds were redeemed, following net 
redemptions ofS2173m in lhe previous year; 

Australian Savings Bonds (ASBs) totalling $750m were redeemed, compared wilh 
net subscriptions of $36m in 1987-88. No ASBs were issued in 1988-89; 

the stock of Treasory Notes on issue grew by $1683m compared wilh a net 
reduction of$291m in 1987-88; and 

as forecast, cash balances changed comparatively litde over lhe year as a whole, 
wilh lhe decline of S30Sm reflecting normal fluctuations in wodcing levels. 

Private sector holdings of CGS declined by $2233m in 1988-89. This was made up of 
$3420m in Treasury Bonds and S750m in ASBs; pardy offset by an increase in Treasury 
Nocc holdings of $1937m. These changes in holdings reflected lhe primary issue of COS 
to the private sector, maturities and early redemptions, and Reserve Bank transactions 
wilh lhe private sector. The Reserve Bank's holdings of CGS decreased by $242m, wilh a 
marginal increase in Treasury Bond, holdings more lhan offset by a $254m fall in 
Treasury Note holdings. 

5.8 
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Dciails of changes in the outstanding stock of debt represented by CGS in 1988-89 
and previous years can be found in Budget Related Paper No. 1, Government Securities 
on Issue at 30 June 1989. 

Debt Consolidation 

As foreshadowed in last year's Budget Paper No. I, tenders for Treasury Bonds in 
1988-89 were held primarily for debt consolidation pruposes. The debt consolidation 
program was designed to enhance the liquidity of the domestic bond market as well as 
produce interest savings for the Commonwealth. Under this program, current or potential 
actively traded stocks were issued and relatively illiquid Treaswy Bonds were 
repurchased in the market and cancelled. 

New issue of Treasury Bonds totalled $2.5 billion in 1988-S9. This comprised three 
tenders to the private sector of $400m each, Reserve Bank subscriptions to an equivalent 
amount at each tender,, and a $100m subscription by the Loan Consolidation and 
lnvesunent Reserve (LCIR). With cancellations of illiquid stocks totalling $2.3 billion 
and scheduled bond redemptions of $3.8 billion, there was a net decline in the stock of 
Treasury Bonds on issue of $3.6 billion. 

Overseas Debt Repayment 

The Commonwealth repaid $3186m of foreign currency debt in 1988--&9, following 
repayments of $1587m in 1987-88; the Government has not borrowed overseas since 
March 1987. The Commonwealth repaiddebtoverthepastyearby: 

meeting all scheduled maturities ($854m); 

exercising early call options ($739m); 

undertaking market repurchases of foreign currency debt ($1476m); and 

holding a public repurchase tender for one of its Swiss Franc issues ($117m). 

Foreign Exchange Requirements 

The Commonwealth's foreign exchange requirements in 1988-89 totalled $5523m, 
consisting of $3186m of foreign currency necessary to meet overseas debt redemptions 
and S2337m for the foreign exchange component of the overseas budget deficit For the 
second successive year, the Commonwealth's foreign exchange requirements were met 
entirely by Reserve Bank purchases in the foreign exchange market 

Debt Management in 1989-90 

The prospective Budget surplus of $9122m for 1989-90 means that the Government 
will retire a substantial volume of both domestic and overseas debt for the third 
consecutive year. While the proposed funding arrangements, may need to be adjusted in 
the light of developments, it is presently envisaged that there will be: 

retirement through maturities and early calls of around $13/4 billion of overseas 
debt, following retirement of $3.2 billion in 1988-89; 

redemptions through scheduled maturities of around $31 /4 billion of Treasury 
Bonds, following net redemptions of $3.6 billion in 1988-89; 
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redemptions of around $2 billion of ASBs, following redemptions of $750m in 
1988-89; 

repayment of additional domestic and foreign currency liabilities prior to maturity; 

a decline in the stock of Treasury Notes on issue, following a substantial increase 
of $1.7 billion in 1988-89; and 

a decline in cash balances resulting partly from improved cash management 
techniques. 

The Commonwealth does not plan to underiake any Treasury Bond tenders over the 
remainder of 1989-90. As part of the debt repayment program, the Government will 
commence a 'reverse bond tender' program in !he December quarter to buy back 
Treasury Bonds. This new method of debt repurchase will supplement existing options 
available to the Commonwealth. 

Because the Commonwealth does not need to issue Treasury Bonds for full-year 
funding, CGS on issue to the States which mature in 1989-90 and are not paid out 
through the sinking fund will be replaced by the LCIR subscribing to a series of Special 
Loans. This stock will be held as an invesunent by the LCIR. 

As in past years, cash base growth will be provided by Reserve Bank market 
operations. 

The Government's foreign currency requirements in 1989-90 are provisionally 
estimated at around $41 h billion. These foreign exchange needs are again expected to be 
met through purchases in the market by the Reserve Bank. 

Debt Ratios 

With the move in the Commonwealth budget from deficit to substantial swplus, the 
ratio of the Commonwealth budget sector's total gross debt outstanding to GDP has 
declined markedly. As detailed in Table 5, the ratio has fallen from the recent peak of 
26.8% at end-June 1986 to 17.0% at end-June 1989. As a result of the proposed debt 
redemption program for 1989-90, there will be a further sizeable fall in 1989-90 to 
around 13% at end-June 1990. 

Within that; Commonwealth domestic debt as a proportion of GDP is expected to fall 
to 11 % at end-June 1990 from 14.3% at end-June 1989, and the recent peak of 21.2% at 
end-June 1985. This will represent the lowest proportion for the past 40 years for which 
comparable daia are available. The Commonwealth's outsiandingforeign currency debt 
fell from a peak of $15,064m at 30 June 1987 to $9261m at 30 June 1989. At 2.8% of 
GDP, this was its lowest level since 1976-77. In 1989-90, the Commonwealth's foreign 
currency debt is expected to fall relative to GDP for the fourth consecutive year. 

5.11 



The sharp decline in 1ho volume or domestic and•overseu debt OUl.Stallding that has APPENDIX 
accompanied the movement of the Budget into surplus has led to a marlced reduction in 
public debt intercSt oullays (PDI). In 1989-90 PD! outlays are estimated to comprise Table I: Commonwealth Budget Outlays, Revenue and Balance (a), 
8.4% of tolal outlays, compared with 10.4'll> in 198'Hl7. Further deulilS are provided in 
Statement 3. Continuing budget swpluses will maintain this beneficial impact on outlays. 1953-54 to 1989-90 

Outlays Revenue Balance 

Table 5: Commonwealth Budget Sector: Domestic and' %Real % of %of % of 

Overseas Debt as a Percentage of GDP (•) Sm Growth GDP Sm GDP Sm GDP 

Domcatic Ovcncu Total 1953·54 2081 22.2 1940 20.7 -141 -1.5 

(b) (c) (d) 

Average: 1979-1989 19.2 4.3 
1954-55 2149 2.6 21.5 2039 20.4 -110 'I.I 

23.5 1955-56 2349 5.1 21.7 2190 20.2 -159 -1.5 

1979 22.4 4.9 27.3 1956-57 2461 -2.7 20.9 2415 20.5 46 .0.4 

1980 20.9 4.4 25.3 1957-58 2619 7.1 21.7 2573 21.3 46 .0.4 

1981 19.2 3.3 22.5 1958-59 2817 6.9 21.7 2546 19.7 -271 -2.1 

1982 17.1 3.4 20.6 
1983 18.2 4.1 22.2 1959-60 3061 9.8 21.4 2827 19.8 -234 -1.6 

1984 20.3 3.7 24.0 1960-61 3237 1.9 21.3 3204 21.1 -32 .0.2 

1985 21.2 4.6 25.8 1961-62 3620 9.6 23.2 3262 20.9 -358 -2.3 

1986 21.0 5.8' 26.8 1962-63 3770 2.9 22.4 3356 20.0 415 -2.5 

1987 20.1 5.1 25.8 1963-64 4145 7.6 22.2 3725 19.9 419 -2.2 

1988 17.0 4.3 21.3 
1989 14.3 2.8 17.0 1964-65 4532 5.2 22.0 4349 21.2 -183 .0.9 

1990 II 
1965-66 5029 7.4 23.3 4774 22.l -255 -1.2 

2 13 1966-67 5640 8.4 23.7 5088 21.4 -552 -2.3 

(•} Baled oo. T1blc 4'A ofBudgct.ReI1tcd Paper No.1, 'OoYenlmentSocDriliuoa lllUO at 30 Jwnc 1919'. 1967-68 6225 5.8 24.4 5583 21.9 -643 -2.5 

(b) Exclude• lntcmal Treasury 81!11, 1968-69 6613 2.1 23.0 6228 21.7 -386 -1.3 

(c) Exc!udc1 Dutch Ouitder liabili1ie1acquired11 put ofthc. Commonwealth'• mrtct rcpurcb11c program aincc 
lhc.c oo longcrco01titutc a oct liability of the CommOllWCllth. Sec (ootaotc (d) to Tablo 4. 1969-70 7348 6.1 23.1 7157 22.5 -191 .().6 

(d) Bated oo. cxchaocc nte• Hat 30 Juoc for each year. 1970-71 8102 3.8 23.1 8093 23.1 -10 .o.o 
1971-72 9047 3.7 23.0 8913 22.7 -134 .0.3 

1972-73 10170 5.4 22.7 9475 21.2 -696 -1.6 

1973-74 12244 5.8 22.9 11981 22.4 -263 .0.5 

1974-75 17918 19.8 27.7 15435 23.9 -2483 -3.8 

1975-76 21949 4.8 28.7 18370 24.1 -3579 -4.7 

1976-77 24226 .0.7 27.8 21551 24.7 -2675 -3.1 

1977-78 26877 2.7 28.4 23607 24.9 -3270 -3.5 

1978-79 29203 1.6 27.I 25819 23.9 -3384 -3.1 

1979-80 31758 -1.0 25.9 29798 24.3 -1960 -1.6 

1980-81 36313 3.3 26.0 35326 25.3 -986 .0.7 

1981-82 41528 2.7 26.5 41020 26.2 -508 .().3 

1982-83 49277 6.8 28.9 44765 26.2 4512 -2.6 

1983-84 56966 8.3 29.6 48980 25.5 -7987 -4.2 

1984-85 64319 6.6 30.0 57622 26.9 -6697 -3.1 

1985-86 70439 2.4 29.5 64810 27.2 -5630 -2.4 

1986-87 75496 .0.2 28.7 72864 27.7 -2631 -1.0 

1987-88 78764 -2.9 26.5 80829 27.2 2064 0.7 

1988-89 82128 4.6 24.5 88027 26.2 5899 1.8 

1989-90 86753 .0.6 23.7 95875 26.2 9122 2.5 

(•) While IOIDC inter-year comparilOlll before 1972-73 may be affected by clauincalion difference• and rcvi1ions, 
the dlta from. that ye1r ia on a bl1i1 con1i1tent with cumnl cla11ification ueatmcn!. 
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Table II: Comparison of Estimates and Outcomes From 1979-80 to 1988-89 Table Ill: Domestic and Overseas Components of the 1988-89 Balance ($m) -
Estimate (•) Outcome (b) Change Quarterly Breakup by Major Components 

Sm Sm Sm " OUTLAYS 
September D«embcr March June Total 

Quarter Quarter Quarter Quarter 

1979-80 31692 31694 2, 
1980-81 36029 36274 244 0.7 
1981-82 40877 41339 463 I.I 
1982-83 47067 48982 1915 4.1 
1983-84 56590 56570 -20 
1984-85 63843 63739 -104 -0.2 
1985-86 69048 69917 869 1.3 

OVERSEAS BALANCE 
-226 -323 -1109 Defence -264 -295 

Foreign Affairs -142 -141 -209 -280 -773 
Loan Flotation Expenses 

-219 -337 -249 -171 -977 Public Debt Interest 
Other -68 -67 -67 -64 -265 

1986-87 74765 74899 134 0.2 
1987-88 78944 78764 -181 -0.2 
1988-89 82043 82128 85 0.1 

TOTAL OVERSEAS BALANCE -694 -841 -751 -838 -3124 

DOMESTIC BALANCE -487 66 656 8789 9023 

REVENUE 
TOTAL.BALANCE -1181 -775 -95 7951 5899 

1979-80 29499 29661 162 0.6 
1980-81 34464 35146 683 2.0 
1981-82 40780 40790 10 
1982-83 45393 44509 -884 -1.9 
1983-84 48229 48610 381 0.8 
1984-85 57098 56993 -104 -0.2 
1985-86 64149 64191 43 0.1 
1986-87 71262 72184 922 1.3 
1987-88 78767 80806 2038 2.6 
1988-89 87496 88027 531 0.6 

BALANCE 
1979-80 -2193 -2034 160 
1980-81 -1566 -1127 438 
1981-82 -96 -549 -453 
1982-83 -1674 -4473 -2799 
1983-84 -8361 -7961 401 
1984-85 -6746 -6746 
1985-86 -4900 -5726 -826 
1986-87 -3503 -2716 788 
!987-88 -177 2042 2219 
1988-89 5453 5899 446 

(OI) To cn1ure they are on the aamc classific11ion ba1i1 •• the relevant outcome figurc1, the c1tim1tc1 shown for each 
year are tholC which appeared in 5iatement S of the following year. For this rca1011 1 they are not necessarily the 
c11im1tc1 first publilbcd in the relevant yen's Budget Papen. 

(b) As the outcomes shown for each year n:Oect the clas1ification treatment adoplcd for the following year's Budget, 
they may differ slighl!y from the figures elsewhere in thia Budget Paper which reflect the dcfinitioru and 
classificatioo• now in effect. As a result, the outcome figures in 1hi1 table sbou1d not be compared between 
years. 
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STATEMENT 6-TRANSACTIONS OF THE PUBLIC SECTOR AS A WHOLE 

INTRODUCTiON 
For broader analyti~ pwposes, it iS often more appropriate to examine trends in the 

finanees of the public sector as a whole, rather ·than focus on jllst the Commonwealth 
Budget-Cven. thou8fl the ·Ja1tec accolints·for around 70'l> of total public sector outlays 
(or aroillid 50% when liansfers to other parts of the public sector are excluded) and 75% 
or public Sector reve0ues. This Statement examines transactions or the public Sec:tor as a 
whole and" ilS major sub-sectors, and considers Commonwealth Budget transactions in 
that ~rexi. co 

COMPOSmONAND CHARACTERISTICS OFTIIE PUBLIC SECTOR 

Der mt lions 

In"· Austtalia· the public sector is defined as all entities owned and{or controlled. by 
Commonwealth, Stale or local govcmmenlS. Included are both government deparunenlS, 
whic!i deliv~ traditional _public services, and government owned businesses (including 
when ownership is mai9rity but not tolal). This definition is wider than that used in some 
OECD countties where government owned· commercial businesses are excluded. 
International statistical comparisons of the role of the public sector in various countries 
therefore nccd'IO be undcrtakcn•with care. 

in this Jl!CSCDlation, public sector ~ntities are classified both by level of government 
and by institution81 sec;!Or.<2> The (6nner criterion distinguishes between the 
Co1!f111D11Wea/th and Sta1ellocal sectors, while the latter distinguishes between general 
government, public trading enterprises (P1Es) and public financial enterprises (PFEs). 

This Sta1emcnt concentrates on the ~ncral government and PIE seciors: these 
consli,tute .ih\I iiPn:filioncial public sector. > Similarly, the ABS Government Finance 
(1) n,;.. - U101 ABS data prq>md ·Oil Ibo buis·of lhe c1wificalim medlods ,.. ..a in lbe 

ci-v-MlllfMlllfor Gtwcri•••N F""""" S...U..iu, A-alio (ABS c...iosUe No. 1217.0). Olla 
~in 1be &lhla: in this S&alemalldo notneceuarily add lO tolals becaux tnnslen _bct.wecn sectors 

~=;==~~~ .. <~~=~~"~ ...... "i~~ 
corrapondina t111a pib1ilboc1 in G"'""''""" filrllMilll-'&t-.,, Awlra/io 198~ (ABS Catalopc 
No. 5501.0), 'rberc ,..,..._, ..... CXlllCqlWl1 dilfcronc:esbctwecn lhe ~F"...,,cc Slatistics 
used ... '~i· ~tlie:rnn. and Dllional aocooots datL In partic:Ular, ihc Dltirinal' aocounta incorp>rate 
ciWmiel of.c:Onail -·clcpftdalioa (whidi arc .......i·a. partoC cumot ootlays under 'camumplicn m 
:fned C8Jlit:ll'), while in &he Govcmmmt Fmance ~Cl there is no allonncc for dqnciatim._for 
~=~ depredation is measured on the bl.sis uled in Pl'Ea' fmancial 

(2) Data cm· aiio be ·poa;nrc.1 en an admininritivc sector cla1.U...U... (that ii, accon1inc to wbcdicr 
·aaiYiliel'a10cadmini-.d widUn or oUllidc lhe>budact IOdon of lhe·rd....,.1...ta m ,.........,,) .. 

==?~~-:::;:::::;·===~=!ify 
idenlicalllCIMlia.,. dwified ID dilfaatt-·itt diffm:nt S.--In admioillnlive llCCl<lr 
~ F«CumiH.:..n;,l)oopcnrioni ra11 WillWt'ihc bud&ci iOcuw:.r 1omc sw.. .. but within""' 
--p1-ofodlen;'11m-~lheinllituliona1sectordalsificalioa-iti1mon: 
~-~"'"1alk>i!n!<!<•-clq ... of~---ll. 

(3) ~~-~llll!l!<~ealtb«SCalelrJi ......... _indu¥by 
~~t;£=~s::::.~'":'fu~":'~~.=....~ 
ABS'inlinclo ro;iopasi-.ly cxlatlldtO....,.. of-midcs from lhe 1919-90 iaue·of ABS 
Calalopc No. SSC11.0. 
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Slatistics, from which most of the dala in this Sratement are derived, excludes PFEs. 
A short discussion on PFEs and how they relate IO the rest qf the public seclOr is 
conlained in the final section of this SlatemenL 

The principal functions of the general government secior are IO esiablish and main lain 
the legal and other essential institutional frameworks for the community, provide a range 
of non-market goods and services and administer the income transfer system. It is largely 
laX financed and the allocation of resources between competing uses is detennined by the 
community's preferences as transmiUed through the political process, By conttast, the 
public trading enterprise seclOr consists of government owned enterprises which provide 
goods and services for sale in the market and which aim IO recover at least a significant 
proportion of their operating costs through charges for their goods and services; 

Commerciality of the Public Trading Enterprise Sector 

There are, however, wide differences in the degree of commercial orientation wilhin 
the PTE sector: 

There are some fully self-supporting businesses, usually paying dividends on their 
government equity, and competing against olher businesses. Examples of such 
enterprises are Qantas and Australian Airlines. 

There are some government business enterprises which are · fmancially 
self-supporting but are dominant in their market, either owing to regulated 
restrictions on competilOrs, or because of natural monopoly characteristics. 
Examples of such enterprises are Telecom, Australia Post and lhe State electricity 
authorities. 

Some other government business enterprises recover only a small proportion of 
their costs and require large ongoing subsidies from general government. 
Examples of such enterprises are most State metropolitan public transport 
undertakings and non-metropolitan railways. 

While market forces play a greater role in detennining resource allocation in the PTE 
seclOr than in lhe general government secior, the extent IO which this is so obviously 
varies according to the degree of commercial orienlation of the PTEs. For the more 
commercial PTEs operating against competilOrs, lhe bulk of decisions relating to 
provision of services, prices, operating costs and borrowings may be fonnulated in a 
fashion similar IO that for private seclOr business even though government may relain 
some control over broad approaches, and even over some specific decisions; In olher 
cases, only limited consideration may be given IO seeking appropriate returns on lhe 
community's assets or principles of efficient pricing and decision making may be more 
akin, in many respects, to that in the general government seclOr. 

Even the most commercial of the PTEs do not operate in an environment lhat is 
precisely the same as that for private seclOr businesses. A requirement to comply with 
government polieies directed IOwards goals quite separate from their activities may place 
constraints on their operation. On the other hand, as PTEs are owned and/or controlled by 
government, they will always have the implicit if not explicit backing of government 
They are therefore not subject to the market disciplines that come with the threat of 
takeover or declining share values that may accompany poor corporate performance in 
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the private seclOr. While retaining public ownership, the Commonwealth Government 
and some State Governments have been moving to place the operations of their PTEs on 
a more commercial footing and, in some instances, IO facilitate greater private 
competition in the PTEs' areas of activity. 

Increased emphasis has also been placed by the Commonwealth on ensuring that its 
enterprises' face financing costs more comparable with private businesses through the 
reduced provision of Commonwealth guarantees of borrowings and the application of the 
Commonwealth borrowing levy of 0.125% on all borrowings undertaken since 1 July 
1987. This levy partly offsets the benefit the enterprises gain in financing costs by virtue 
of Commonwealth ownership. 

At the Commonwealth level, the Policy Guidelines for Commonwealth Statutory 
Authorities and Government Business Enterprises released in November 1987 are being 
applied IO Commonwealth PTEs. The reform process is based on the principles of 
exercising strategic oversight and ensuring proper accounlability for results. As part of 
this process, a number of detailed controls on the operations of PTEs have been 
relinquished in favour of an approach which endeavours to place government at 
'arm's-length' from day-to-day decision-making and which focusses more on 
commercial-type results. 

In 1988,-89, further progress was made in developing the corporate planning process 
for each enterprise as the prime focus of Government involvement in PTE operations. 
Under the new arrangements, Commonwealth PTEs are required IO establish major 
financial and' operational goals in advance with the Government; to develop plans for 
pursuing these objectives; and to report on success in achieving targets. These corporate 
plans thus provide the focus of strategic oversight designed to promote efficiency and 
ensure the accountability of PTEs. 

In addition to the development of sttategic planning, changes IO the corporate and 
financial structure of some enterprises were implemented on 1 July 1989 in accordance 
with principles developed by the Government in 1987. An incorporated company 
structure has been adopted for those Commonwealth enterprises in direct competition 
with the private sccior or with a well developed commercial culture. Enterprises which 
have community service obligations will continue IO operate as statulOry corporations. 

On I July 1989, Australian National Line joined Qanias, Australian Airlines, Aussat 
and OTC in becoming an incorporated Commonwealth-owned company. Also on this 
date, Australia Post and Telecom began operation under new corporate and financial 
structures aimed at encouraging competition in appropriate areas, and promoting a 
commercial ethos in both enterprises. In recognition of the telecommunication carriers' 
monopolies over certain reserved services, the Australian Telecommunications Authority 
(AUSTEL) was eslablished IO administer a new price-capping mechanism IO ensure that 
productivity gains flow IO users. It will also ensure that the carriers do not misuse their 
market power and will promote competition outside the reserved services. 

The fact of government ownership/control is the detennining facior in the inclusion of 
PTEs within the broad definition of the public seclOr. Their outlays are recorded as part 
of total public sector outlays and their borrowings are part of the IOtal public seclOr 
borrowing requirement (PSBR). 
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Implications or the Dllrerent Characteristics or the Institutional Sectors for Analysis 
of the Public Sector 

The broad definition of public sector transactions is relevant for many analytical and 
policy pmposes, particularly when examining economy-wide saving/investment flows. 
Nevenheless, there remain important qualitative differences between general govenunent 
and PIE uansactions and this supports, for many pwposes, analysis of lhe individual 
sub-sectors. 

The operation and impact of macroeconomic policies can generally best be 
considered wilhin lhe framework of a disaggregated public sector. For example, fiscal 
policy is implemented directly through adjusbnents to lhe revenue and outlays of lhe 
Commonweallh general government sector, including adjusbnents in budgetary 
assistance to the State sector. Those adjusbnents in budgetary assistance to the States 
may, in tum, however, indirectly influence PrEs operating under their auspices should 
lhere be consequent adjuSbnents in PIE subsidies or imposts. Moreover, in Australia the 
annual global borrowing limits for the PIE sectors are an instrument of fJSCal policy. 
However, by and large, while Commonweallh general government budget deficits or 
su.-pluses are determined primarily by lhe stabilisation objectives of economic 
management, movements in the deficit of lhe PIE sector are more influenced. by lhe 
longer term invesbnent programs of lhe enterprises. 

Similarly, direct and indirect tax rates in the general government sector are set with a 
view to longer-run allocative effects and to shorter-run siabilisation objectives; prices and 
charges for specific PIE services do not normally have such shorter-run slabilisation 
objectives. More fundamentally, they should be set with a view to the desirable extent of 
longer-run cost recovery and the rate of return on enterprise assets. 

Apart from anything else, these differences suggest that international· comparisons of 
fiscal positions are best made by comparing developments in the general government 
sector, not only because the slatistical definition of this sector is reasonably uniform 
across countries but because this is where the direct impact of fiscal policy settings is 
most apparenL 

OVERVIEW OF PUBLIC SECTOR TRANSACTIONS 

Data on recent !rends in outlays, revenue and net PSBR are shown in Table I. 

Size of the Public Sector 

Over the past decade, general government outlays have averaged around 35% of 
Gross Domestic Product (GDP) and PIE outlays around 6% of GDP. 

Although the ratio for general government may indicate its size in terms of lhe 
proportion of national income flowing through general government, it does not indicate 
the sector's direct contribution to GDP. This is because lhe outlays figure includes 
transfer payments, which do not contn'bute to final expenditures directly. These types of 
payments redistribute income wilhin the economy and, allhough lhat may have important 
economic consequences in itself, the final disposition of the income is determined by the 
recipients of the transferred income, not the govemmenL For PIEs the outlays figures 
include only capilal expenditure and transfers--<>perating expenditure is excluded. 
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There is, however, no unique measure of the size of the public scclOr and the most 
appropriate measure will depend on the purpose of the analysis. Nevertheless, measures 
which focus on the public sector's produc!ion of goods and services relative to IOlal 
production, anti.employment of the public sector as a proportion of to~ employment, 
provide a better indication of the relative importance of lhe public sector m the economy 
as a whole lhan the outlays to GDP ratio. 

Some 1987-88 data on. gross product (the measure of production) of general 
govenunent and PTEs as a percentage of GDP, along wilh employment of both sectors as 
a percenlagc of toca1 employment, are shown below. 

CHART 1. GROSS PRODUCT AND EMPLOYMENT 
BY INSTITUTIONAL SECTOR 

1987-88 

GROSS PRODUCT (b) EMPLOYMENT (c) 

(a)~c;;:f==and.PrivatcSecton. 'IbcPFBSeelorcontributes les1thanO.S%toGDPandarowtd 

(b) Aulltalian Nllional Aa:ounU: Nllionol lncomeand El<peodiwrc 1987·88 (ABS c...togue No. S204.0). 
(c) ABS unpublished dala tnd IAC estimates. 
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Trends in Public Sector Tnmsactions 

'Illble 1 shows that tolal public sccror outlays and revenues as a percentage of GDP 
were substantially higher in the decade to 1988-89 than in the previous ten years. This 
largely reflecred developments in the general government sector (see Cliart 2) but ihe 
acceleration in outlays and increase in net PSBR of the Pl'Es, particularly jn. the early 
1980s, also contributed. There were shaJp jumps in the outlays ratio in the mid 1970s and 
again in the early 1980s. Higher outlays were followed, on each occasion, by a shaJp rise 
in the net PSBR and, then, periods of sustained fiscal restraint The· recent period of 
resttaint produced a negative net PSBR in, 19811'-89: indt.ed; the fall in iict debt in 
1988-89 was the first recorded since data have been available oo a consistent basis (the 
early 1960s). 

Table 2 shows comparable data disaggregared by level of govemmcnL Both the 
Commonwealth and Stale/local scclOrs contributed to the increases in outlays and net 
PSB~ in the first half of the 1980s. The Commonwealth subsequendy led the way in 
reducmg outlays and the net PSBR, the latter peaking in 1983-84; however, over the last 
two years the Stale/local secror has also made a significant contribution. Restraint by the 
State/l?C81 .secror has. undoubtedly been heavily influenced, as was intended,. by 
reductions m Commonwealth budgetary assistance, which has caused the States to 
reassess their own budgetary positions. · 

Table 1: Public Sector Outlays, Revenue and Net Public Sector Borrowing 
Requirement (PSBR) by Institutional Sector as 1 Percentage of GDP 

Outlay• Revenue NetPSBR (a) 
General General General 
Govern- Govern- PTEI Govern-

ment PTEs Total ment (b) Total ment PTEs Total 

Averages: 
1969-70 to 1978-79 30.3 5.6. 33.6, 28.2 3.5 29.4 2.0 1.0 3.0 

1979-80 to 1988-89 34.5 6.4 39.6 32.7 3.3 34.7 1.7 1.9 3.6 

1979-80 31.9 5.5 36.0 30.0 2.6 31.3 1.8 1.9 3.7 
1980-81 32.0 5.6 36.5 30.9 2.5 32.3 I.I 2.1 3.2 
1981-82 32.7 6.6 38.3 32.1 2.6 33.7 0.6 2.9 3.5 
1982-83 35.5 7.4 41.4 32.6 3.1 34.3 2.8 3.1 5.9 
1983-84 36.1 7.2 41.8 31.9 3.2 33.5 4.2 2.5 6.7 
1984-85 36.9 6.5 42.0 33.4 3.5 35.5 3.4 1.7 5.1 
1985-86 36.9 7.1 42.6 33.8 3.6 36.0 2.9 2.1 5.1 
1986-87 36.6 6.8 41.9 34.5 3.9 36.9 2.0 1.5 3.5 
1987-88 34.2 5.9 38.9 34.3 4.0 37.1 -0.1 0.5 0.4 
1988-89 32.1 5.7 36.8 33c7 3C7' 36.4 -1·.6 0.7 -1.0 

(•) The net PSBR i1 defined•• oull1y1 lcu revenue, lcaa iocrc11c1 io provi1iom (including for depreciation and 
IUpC1111111U1tion) and, ia the CHC oflhc PTE KCtor, net IHIYIDCCI received f'nxn &Clleral SoftmmcaL The net 
PSBR ii equivalent to the ABS concept or the net fusaocinc requiremClll. 

{b) JJM:Judc1 net advances Crom gcocnl government. ht Govem:nent Finance Statittic1 nee advances arc not 
clauificd H revermc but a1 finaacinc lraDMCtiom. ' 
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CHART~GENERALGOVERNMENTSECTOR 
OUTLAYS, REVENUE AND NET PSBR 

Per cent or GDP 
39~~~~~~~~~~~~~~~~~--. 
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~ -------
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Outlays 

Revenues 

NetPSBR 

~c....~_,__~_._~_._~_,_~._._~..._. ........ ....,..~-':': .................. 
61-62 64-65 67-68 70-71 73-74 76-77 79.SO 82-83 85-86 88-89 

Table 2: Public Sector Outlays, Revenue aod Net Public Sector Borrowing Requirement 
(PSBR) by Level of Government as 1 Percentage of GDP 

Oullay1 (a) Revenue Net PSBR(b) 

State/local 

Own Ttu.1· 
Slate/ C'wcatth. Revenue fcra Total Stale/ 

C'wcalth local Total {c) (c) (d) Total (c)(e) C'wca.lth local Total 

A\leragc1: 
1969-?0to 
197S.79 26.0 11.0 33.6 23.3 7.S 9.0 16.4 29.4 2.1 0.9 3.0 

1979-IOto ........ 21.9 '1'J.1 39.6 26.1 9.t 9.0 11.0 34.7 1.6 2.0 3.6 

197HO 27.0 19.6 36.0 24.S 1.9 9.4 17.4 31.3 2.0 1.7 3.7 
19I0-11 27.0 19.9 36.S 25.4 1.0 9.2 17.3 32.3 t.1 2.t 3.2 
1911·12 21.1 '1'J.1 31.3 26.4 ... 9.0 17.3 33.7 0.1 2.7 3.S 
1912·13 29.1 22.4 41.4 26.3 9.1 9.6 11.7 34.3 2.9 3.0 S.9 
1913-IM 30.I 21.9 41.1 25.7 1.9 9.1 11.7 33.S· ... 2.3 6.7 
1914-IS 31.1 21.S 42.0 27.3 9.2 9.S 11.7 3S.S 3.3 I.I S.1 
t915-16 31'.1 2Ui 42.6 27.S 9.S 9.1 11.7 36.0 3.t 2.0 S.l 
1916-17 30.2 21.4 41.9 21.1 9.7 a.a Jl.5 36.9 1.4 2.1 3.S 
1917·11 27.9 19.1 31.9 21.1 9.1 1.0 17.1 37.1 -o.a 1.3 0.4 
19U-19 26.2 Jl.6 36.1 27.2 9.9 1.2 17.1 36.4 -1.6 0.7 -1.0 

(•) Prom 197S.79, lhe Northcm. TerrilOI)' i1 treated H ptrt of the Stale/local govcrnmcat 1ee1or; before then it i1 treated a1 part 
oCthc Cammoaweallh acctor. Tbi1 chugc, bowC\lcr, ha1 not tipificutly aff'cctcd the movemcntt ia State/Ioctl outlay1 1ince 
tbattimc. . 

{b) The aet PSBR i1 ttcr.-cd •• ouday1 lc11 reYCDllCI, lc11 incrca1c:1 ia provi1iou (incl~ for depreciation ud 1UpCrannuahon) 
and, ia .. CHC oCtbc Statellocal ICCIOt, Mt ath'-.:ea received from the Commoawc.atth. The net PSBR i• equivalent to the 
ABS-ofllooodfiDllicmc ............ 

(c) Compri1t1 taxc1,Jccs and rux:1, PTEs' llCt opentiJlc 1mpbasc1, and property income ud other revenue. 
(d) Compriset 1nnt1 ud net advuce1 from the Commoawcalth. Ia Govemmcal Finaocc Sta1iltic1, net advance• are not 

claumcd u re\ICGUC but u fmanclac truMCtioftl. 
(c) Net of'tnMICliom, iDclucfiJls iorcrut p1)1DCQtl, ktwcca tk Commonwcal'Cfl: and State/local KC ton. 

6.9 



PUBLIC SECIOR OUTI..AYS AND REVENUE 

General Government 

Outlays and revenue of the general government sector by level of government are 
shown in Table 3; Chan 3 also shows general government cutlays, including 
Commonwealth 'own purpose' cutlays.<4l Commonwealth general government statistics 
are not identical to the Commonwealth Budget estimates since the general government 
sector differs from the Budget sector (Statement 7 provides an explanation). 

Outlays of the general government sector increased through the fust half of the 1980s 
and peaked at 36.9% of GDP in 1984-85 and 1985-86. They subsequenUy fell to 32.1 % 
in 1988-89. The variations underpinning these trends are shown in Tuble4, which shows 
general government secror outlays for the two levels of government by main economic 
type. The basic distinction drawn by the economic type classification is between net 
expenditure on goods and services (the direct and final demands of governments on real 
resources) and transfers and advances (to either the private sector or other levels of 
government). 

Net expenditure on goods and services by the general government sector peaked at 
19.6% in 1984-SS and 1985-86, before declining by 2.3 pen:entage points to 17.3% in 
1988-89 (Tuble 4). This decline occurred at both the Commonwealth and State/local 
levels. More than two thirds of the fall rellected reductioos in consumption outlays. A fall 
in State/local capital expenditure in 1988-89 is explained partly by increased sales of 
land which are netted off expenditure on new and secondhand assets., 

Table 4 also shows final expenditures as a proportion of GDP over the past decade 
were around 6% for Commonwealth general government and 13% for State/local general 
government, within total outlay proportions of around 28% and 17% of GDP 
respectively. These outcomes rellect the following factors: 

transfer payments, associated with the Commonwealth's social welfare 
responsibilities, and transfers to the State/local sector, account for around 
four-fifths of Commonwealth general government outlays: and 

by contras~ transfers by State/local general government comprise less than one 
quarter of their outlays. 

Total transfer payments rose from around 14% of GDP at the beginning of the 1980s 
to a peak of 17.3% in 1984-SS and 1985-86, and also accounted for an increasing share 
of rota! general government outlays over that period. This increase was across several 

(4) 'Own purpoce' 00111ys ''"derived by excludin1 OOll.t)'J which represent ctiroct lnnlfen to lhe Soale/local 
sector ~d outlay• made by die Commonwealth on lhe Stac.cJJocal sector's ~alf. tueh. as inlcrelt on 
advanoca. Netting out such transactions permits aenerat &OYefnlbCnt ouday1 lO be prea:n&cd, without 
doublc-countina. ComparilCln• hued on Cammonwcallh 'own-purpo1e' outlays defined in this way may 
not be particularly mcanin&ful, however, be.cause lhc clurification ii bued on she Ind.at which ftnds are 
spcn~ 1nd docJ n .. c:omipond to dte divisiCXI of effoctive n:tpCllllibilitiCI. for eumple, a lipifiamt 
proportim of Commonwealth total oudays are candirional tnnlfen lO lhe Swa. whidl require the funds 
involvedtobcusedfor~lledpurpote1('speQfic~paymen,.•~Someofthelepa)1DCl!lltdltc 
to fW1ctiCX11 for which dte Commonwulth lw full cffoctive iuponsibilily f0< policy decilions Ind 
funding, such a• hia,her education. In lhe 'own pupose• estimaiel shown, thae outlays are dalsif"ied u 
State outlays, whereas they IUJ,cly 1ive effea to Cmunonweabh policies and rdled. Ccmmmiwalth 
decisions m levels of activity. 
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Table3: General Government Sector OuUays IJld Revenue as a Percentage of GDP 

Outlays (•) Revenue 
State/local 

Common- Own Trans-
Common· State/ wealth Revenue fcrs Total 

wealth local Total (b) (b) (c) Total (b){d) 

Avcragea: 
25.4 15.3 30.3 23.3 6.3 9.0 15.3 28.2 

1969-70 to 1978-79 

1979.80 to 1988·89 27.6 16.9 34.5 26.2 7.5 9.0 16.S 32.7 

1979-80 26.0 16.4 31.9 24.3 6.8 9.4 16.2 30.0 

1980-81 26.0 16.4 32.0 25.2 6.8 9.3 16.1 30.9 

1981-82 26.5 16.3 32.7 26.l 7.1 9.0 16.l 32.l 

1982-83 28.8 17.4 35.5 26.1 7.5 9.8 17.2 32.6 

1983-84 29.6 17.4 36.1 25.4 7.5 9.8 17.3 31.9 

1984-85 30.0 17.4 36.9 26.8 7.6 9.6 17.l 33.4 

1985-86 29.5 17.5 36.9 27.l 7.7 9.2 16.8 33.8 

1986-87 28.7 17.6 36,6 27.6 7.7 8.8 16.5 34.5 

1987-88 26.6 16.5 34.2 27.3 7.9 8.0 15.9 34.3 

1988-89 24.6 15.6 32.1 26.4 8.1 7.2 15.4 33.7 

(•) Sec rootnotc (•) to Table 2. 
(b) Compritcs taJtC• recs aGd fine• property incomes and other revenue. 
(c) Compritc• gran~ Ind net adv~e• P!imari!Y r~ the ~monwc11th. Sec 1!10 footnote (d) to Table 2. 
(d) Net oftrm1acti0ftl between tceton, taelud1ng intercat p11d. 

CHART 3. GENERAL GOVERNMENT SECTOR OUTLAYS 

Per cent or GDP 
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Table 4: General Government Sector Outlays by M1in Economic Type 
Percentoge of GDP 18 a 

Averages: 
1969-70 to 1978-79 

1979-80 to 1988-89 

1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 

Averages: 
1969-70 to 1978-79 

1979-80 to 1988-89 

1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 

Averages: 
1969-70 to 1978-79 

1979-80 to 1988-89 

1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 
1987-88 
1988-89 

Net Expenditure on 
Goods and Services 

Consump- Capital 
tion (•) Total 

5.4 0.5 5.9 

5.6 0.3 5.9 

5.1 o.3 5.3 
5.2 0.1 5.3 
5.4 0.3 5.7 
5.8 0.4 6.1 
5.9 0.3 6.2 
6.0 0.3 6.3 
6.0 0.4 6.4 
6.0 0.4 6.3 
5.6 0.2 5.8 
5.3 0.2 5.5 

8.3 3.3 11.6 

. 10.4 2.4 12.8 

IO.I 2.7 12.8 
10.3 2.5 12.8 
10.5 2.4 12.8 
10.9 2.4 13.2 
10.7 2.4 13.1 
10.7 2.5 13.3 
10.6 2.6 13.2 
10.5 2.5 13.1 
10.2 2.1 12.3 
9.9 1.9 11.8 

13.7 

16.1 

3.8 17.5 

2.7 18:7 

Ttansfcts and Advances Total 

Personal 
Benefit 

Pay-
ments Interest 

Transfers 
to other 

Govern-
ments Other 

(b) (c) Tota! 

Commonwealth 

6.7 1.6 

8.9 2.3 

8.0 1.8 
7.9 1.8 
8.2 1.8 
9.2 2.0 
9.6 2.2 
9.6 2.6 
9.4' 3.0 
9.2 3.0 
9.1 2.6 
8.5 2.2 

State/local 

0.3 1.6 

0.3 

0.3 
0.3 
0.3 
0.3 
0.3 
0.3 
0.3 
0.3 
0.3 
0.3 

Total 

7.0 

9.2 

1.6 

1.4 
1.5 
1.5 
1.6 
1.5 
1.6 
1.6 
1.6 
1.7 
1.6 

1.8 

2.9 

9.0 2.3 19.5 25.4 

9.0 1.6 21.7 27.6 

9.4 1.5 20.7 26.0 
9.2 1.6 20.7 26.0 
9.0 1.8 20.8 26.5 
9.6 1.9 22.7 28.8 
9.7 1.8 23.4 29.6 
9.5 1.9 23.7 30.0 
9.1 1.7 23.I 29.5 
8.8 1.4 22.4 28. 7 
8.0 1.2 20.8 26.6 
7.2 I.I 19.! 24.6 

1.8 3.7 15.3 

2.2 4.0 16.9 

1.9 3.6 16.4 
1.9 3.6 16.4 
1.7 3.5 16.3 
2.3 4.2 17.4 
2.4 4.3 17.4 
2.3 4.2 17.4 
2.4 4.3 17.5 
2.6· 4.5 17.6 
2.2 4.2 16.5 
1.9 3.7 15.6 

4.1 12.8 30.3 

3. 7 15.8 34.5 :n 2.9 18.1 8.3 2.1 3.4 13.7 31.9 

5 
• 2.6 18.1 8.2 2.2 3.5 13.9 32.0 

]/ 2.6 18.5 8.5 2.2 3.5 14.2 32.7 
/ 2.7 19:3 9.5 2.4 4.2 16.2 35.5 

]
6

-6 2.7 19.3 9.9 2.7 4.2 16.S 36.1 
16·~ 2.9 19.6 9.9 3.2 4.2 17.3 36.9 
16.5 2.9 19.6 9.7 3.6 4.0 17.3 36:9 

. 2.9 19.4 9.5 3.7 3.9 17.2 36.6 :;·1 2.3 18.1 9.4 3:4 3.4 16.2 34.2 
.I 2.2 17.3 8.8 3.0 .. 3.0 14:8 32.1 

(•) Comp~1e1 &rou fixed capill.l cxpcoditurc, chugu in lllOcb and ntt · • 
(bJ Compn1e1 grants and ncl advance• from the Common.we.Ith 'to the Sti~lture oa lmd: md intangible auell. 
(c} Compri1e1 aub1idie110 cn1crpri1e1, other current and c1pitaJ grants and:.::: nc~.'::~ncei. 
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areas, including personal benefit payments (panly ieflecling increased numbers of 
unemployment beneficiaries) and higher debt servicing costs. The fall afttt 1985-86 
resulted from a decline in Commonwealth personal benefit payments as a share of GDP 
(panly consequent upon, the reduction in unemployment beneficiaries and partly due to 
beuer rargeuing of the Commonwealth welfaie sys1em); a reduction in other transfer 
payments ieflecling, inter alia, repayment of advances (these aie tteated as offsets to 
outlays); and significant falls in Commonwealth inierest payments as a result of the 
Commonwealth general government sector repaying debt with the proceeds of Budget 
surpluses. Other transfer payments also fell significantly in 1987-88, reflecting the 
impact of the sale of land overseas. CS) 

A significant feature of general government re111'1111e (refer to Table 3 and Chart4) is 
that the Commonwealth raises around 80% of all general government revenue-even 
though it undertakes only about half of general government outlays on its own behalf. 
This disparity flows from the uniform income tax arrangements agreed with the States 
during the Second World War and gives rise to a consequent requirement for significant 
transfers to the State/local sector. The main trends in general government revenue are: 

general government revenue relalive to GDP increased in the first half of the 
1980s, peaking at34.5% in 1986-87. Since then it has decreased by 0.8 percentage 
points to 33.7% in 1988-89. These trends largely reflect developments in the 
Commonwealth sector. 

State/local general government 'own source' revenue as a percentage of GDP 
increased by 1.3 percentage points from 1979-80 to 1988-89; and 

since 1983-84, Commonwealth transfers have declined as a proportioo of the 
State/local general government sector revenue, with sharp falls between 1986-87 
and 1988-89. Thlnsfers to the State/local sector aie expected to fall again in 
1989--90; ieflecling the further ieaJ declines agreed at the 1989 Premiers' 
Confereace/LOan Council meeting.<6> 

(5) The Ale« fixed Uldl and llnd by~ acitetll &OYemmertl KClOt' is clauificd U an offset to outlays. The 
procccdJ from the We of land at the T'*-yo Embusy in 1987~8were clauificdbythc ABS ua nqativc 
advance from lhe oveneu sector and underlies the fill in Clthcrtrmsfer payments. OOer as.set salet by the 
Cmunonwealtb have been clusified primarily u off sell to expenditure on land and seccnd·ha:nd fixed ....... 

(6) Budact PlpCt No. 4 C°"""""wealth FiMuial Rilation.r with 01Mr U.vds of Governnulll 1989-90 
provides further dc!ails. 
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CHART 4. GENERAL GOVERNMENT SECTOR REVENUE 

Percent of GDP 
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Public Trading Enterprises 

As, mentioned in the section on Overview of Public Sector Transactions, the ABS 
Government Finance Statistics definition of outlays of the PTE sector makes 1his 
aggregate an inappropriate indicator of the size of the PTE sector. 

The major components of PTEs' outlays are interest and dividend payments and 
capital expenditures. Consequently, a non-capital intensive entetprise with relatively low 
past borrowings and a small capilal program-such as Auslralia Post-will make only a 
small conlribution to PTE outlays. On.the other hand, a highly capilal intensive ~ration 
undertaking a large capital expenditure program-such as AUSSAT-will make a large 
contribution to PTE outlays. Yet, by more general standards, Austtalia Post is a far larger 
enterprise than AUSSAT and is of much greater significance in 1he total economy. 

Chart 1 above provides a more appropriate measure of the size of lhe PTE sector-it 
shows lhat in 1987-88 the PTE sector accounted for about 10% of GDP and about 7% of 
total employment. 

For analysing the financial performance of PTEs lhe net operating surplus (NOS) as 
shown in the Government Finance Statistics has some limitations. NOS is the excess of 
operating revenue (including subsidies received) over operating expenditure (wages and 
salaries paid plus recurrent purchases of goods and services but excluding interest paid). 
It represents lhe return, when the subsidy is counted as revenue, on all capital (grant. 
equity and borrowed) used in the enterprise. However, it does not measure the retum 
achieved on the PTE's equity capital from its own operations after allowing for the cost 
of servicing its borrowed capital (net of income derived from any financial assets it 
holds). 

Alternative measures of lhe operating performance of PTEs are operating results and 
cost recovery ratios (both including and excluding net inrerest paid). The operating result 
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is derived by deducting subsidies received and net interest paid from NOS. The cost 
recovery ratios show operating revenue as a percentage of operating expenditure. There 
are two alternative measures: one excluding net interest paid in operating expenditure 
and one including net interest paid .. Table 5 shows data on operating result and the two 
types of cost recovery ratios. 

Table 5: Operating Results and Cost Recovery Ratios of Public Trading 
Enterprises 

Cost Recovery Ratios Cost Recovery Ratios 
Operating Results (excl. net interest paid) (incl. net interest paid) 

(•) (b) (c) 

Common- State/ Common- State/ Common- State/ 
wealth local wealth local wealth 

Sm Sm % % % 

1983-84 83 -1691 113.4 IOB.8 100.9 
1984-85 361 -1849 116.0 110.2 103.5 
1985-86 438 -1951 116.5 111.0 103.9 
1986-87 597 -1895 116.6 112.5 104.6 
1987-88 1262 -1680 122.4 114.9 108.5 
1988-89 914 -1530 119.1 llS.9 I05.6 

(•) PTE net operaling surplUI (ic. operating revenue Jen opcraling expenditure) !cu aub1idic1 received plua 
intercll received lc11 ialcrcll paid. 

local 
% 

90.5 
90.8 
91.4 
92.2 
93.6 
94.6 

(b) PTE opertli111 revenue (excluding tub1idie1 received) 11 a percentage or opc111ting expenditure. 
(c) PTB operating revenue (cxchlding 1ub1idic1 rcecivcd) Ha percentage of operating expenditure plu1 interest paid 

Jcuintcrc1trcccivcd. 

Commonwealth PTEs in recent years have consistently returned posilive ~rating 
results whereas State/local PTEs have consistently produced large negative operating 
results. Although State/local PTEs as a group cover operating costs, they do not derive 
enough revenue from their operations to cover the servicing costs of borrowed capilal. It 
is evident from the cost recovery ratios that the debt servicing is a significant factor 
affecting financial performance, particularly of State/local PTEs. 

To some extent, the Slate/local negative operating results reflect deliberate decisions 
by governments to subsidise certain PTEs, !hereby enabling them to provide goods and 
services at Jess tl1an the cost of production. The in-principle justification for such 
subsidies consists of the wider community benefits flowing from the provision of certain 
PTE services; direct users are therefore not asked to bear the full cost of providing these 
wider benefits. An example is lhe community benefits flowing from greater use of wban 
public transport .. Going beyond the underlying rationale to the ~rational determination 
of subsidisation, its level and incidence is usually unrelated to community benefits in any 
systematic manner. The heavy reliance on subsidies by some PTEs has conlributed to 
inefficient and, hence, more costly delivery of goods and services, leading over time to 
greater dependence on subsidies. Whatever lhe situation in individual instances, it is clear 
that the negative operating results of many State/local PTEs have involved a significant 
drain on State/local finances and in a number of cases grealer attention is now being paid 
to the operating efficiency of PTEs. Table 5 indicates that results and ratios have 
improved over the past three yeais. 
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Despite the limitations of PTE outlays and revenue for analysing the importance of 
PTEs in the overall economy, an examination of !rends in PTE outlays and revenue is of 
interest (see Tuble 6). 

Tub le 7 shows PTE outlays by economic type. Net expenditure on goods and services 
consists of capital expenditures net of sales of fixed assets; operating expenditures by 
PTEs are treated as an offset to revenue in calculating their operating swpluses (see also 
Table8). 

PTE outlays during the 1980s have been dominated by initial growth and then 
slowing phases of capital expenditure. PTEs' net expenditure on goods and services as a 
share of GDP rose by over one percentage point between 1979-80 and 1982-83 as State 
PTEs sought to expand electricity generating capacity and develop infrastructure for 
resource developments. Those expenditures subsequently fell by almost 2 percentage 
points, to 2.9% of GDP in 1988-89, initially as State PTEs' net expenditures declined 
following the gradual completion of large projects and as, in more recent years, P1E 
asset sales increased. Commonwealth PTEs' outlays increased in 1988-89, and are 
expected to remain at about that level in 1989-90, primarily reflecting increased outlays 
on aviation activities. 

Transfer payments made by the PTE sector have increased strongly over the decade 
as a whole although in recent years they have come off their peak set in 1985-86 and 
1986-87. Most of the increase over the decade was due to PTEs within the State/local 
sector. Higher interest payments associated with growing levels of debt and higher 
interest rates over much of the decade underpinned that trend. To a much lesser extent, 
there were also increased dividend payments to State Governments. 

As shown in Tub le 6, PTE reW!nllt! has increased. by around I percentage point over 
the past decade. Vinually all of this growth has occurred in 'own source~ revenue, with 
capital grants and net advances from general government remaining broadly constant as a 
proportion of GDP. 

The components of PTEs' 'own source' revenue are shown in, Table s; The bulk of 
PTEs' own revenue comes from their net operating swpluses (NOS). While subsidies 
have contributed relatively lillle to the NOS of Commonwealth PIEs over the past ten 
years, they represented half of the NOS of State/local PTEs over the same period. The 
higher level of State/local PTEs' dependence on budgetary subventions reflects a 
relatively lower degree of commereiality, especially for metropolitan transpon systems 
and non-metropolitan railways, leading to the negative operating results referred to 
above. 
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Table 6: Public Tnding Enterprise Sector Outlays.and Revenue as a Percentage of 
GDP 

Outlay1(•J Revenue 

State/local Total 

Coounoo- <>wu Trani- OWn T,.... 
Common- Sbltc/ wealth Revenue fen Rc\'cnUC fon 

wealth local Total "'' M (d) Total (c) (d) TOlll 

Averages: 
1969-7010 1978-79 1.7 3.9 S.6 0.6 1.6 0,7 2.3 2.1 1.• 3.S 

1979-llO to 1981-89 1.6 ... 6.• 0.1 2.0 o.• 2.S 2.1 o.• 3.3 

1!179·80 1.3 •.2 s.s 0.6 1.6 o.s 2.1 2.2 o.• 2.6 
19!0-ll 1.• •.2 S.6 0.6 1.6 o.• 2.0 2.1 o.• 2.S 
1911-12 1.6 s.o 6.6 0.7 1.7 0.2 I.I 2.4 0.2 2.6 
1912-13 l.S 6.0 1.• o.s 2.1 0.4 2.S 2.6 0.6 3.1 
1913-14 1.6 5.6 7.2 0.7 2.0 o.s 2.S 2.7 o.s 3.2 
1914-8.S l.S 5.1 6.S 0.9 2.1 o.s 2.6 3.0 0.6 3.S 
1985-86 2.0 S.I 7.1 0.9 2.3 o.s 2.1 3.2 o.• 3.6 
1916-17 1.1 s.o 6.1 0.9 2.• 0.6 3.0 3.3 0.6 3.9 
1917-11 1.6 •• 3 S.9 1.2 2.• o.s 2.1 3.6 o.• •.o 
1911-19 ... 3.1 S.1 1.1 2.3 0.3 2.S ... 0.3 3.7 

~ ~=~::v:c.!d tram(cn a1 defined in fooblotc1 (c) and {d) • • 
(c) Compritci PTEI' net operatin& 1t1rp1u1e1 and olhcr.O'WD revenue 11 defined m Table S. 
(d) Compritcs grants and net advances from geocnlgovcmmcnt. See allo footnote (b) to Table I. 

Table 7: Public Tnding Enterprise Sector Outlays by Main Economic Type as • 
Percentage of GDP 

Net Expenditure on 
Goods (~Services Transfers c:: Advances Total 

"'c"'o,,.m,,.mo=n,!:-~S::::ta::::k/;---- <'c;;;;om;;;m;;;o;;;n;:-is;;takfi;/-- Common- State/ 
wealth local Total wealth local Total wealth local. Total 

Averages: 
1969-70 to 1978-79 1.2 2.7 3.9 o.s 1.2 1.8 1.7 3.9 S.6 

1979-80 to 1988-89 1.0 2.9 3.9 0.6 1.9 2.S 1.6 4.8 6.4 

1979-80 0.8 2.9 3:7 o.s 1.3 1.8 1.3 4.2 s.s 
1980-81 0.9 3.0 3.9 o.s 1.3 1.8 1.4 4.2 S.6 
1981-82 1.0 3.5 4.5 0.6 1.5 2.1 1.6 s.o 6.6 
1982,83 0.9 3.9 4:8 0.6 2.0 2.6 1.5 6.0 7.4 
1983-84 1.0 3.5 4.4 0.6 2.1 2.7 1.6 5.6 7.2 
1984-85 0.9 2.9 3.8 0.6 2.2 2.8 1.5 5.1 6.5 
1985-86 1.3 2.8 4.1 0.7 2.3 3.0 2.0 5.1 7:1 
1986-87 1.1 2.7 3.8 0.7 2.3 3.0 1.8 5.0 6.8 
1987-88 0.9 2.2 3.0 0.7 2.2 2.9 1.6 4.3 5.9 
1988-89 1.2 1.7 2.9 0.7 2.1 2.8 1.9 3.8 5.7 

(•) Compritet grou fixed apitll cxpcodilurc, chlnl;ct io ltocb, and net cxpeaditwe on land and iatat11iblc 

(b) ~1;d1e1 intcrclt and dividends and other minor tramfcn. 
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Table 8: Public Ttading Enterprise Sector Own RevenllO as a Percentage of GDP PUBLIC SECTOR BORROWING 
Subsidies Other Operating Net Other Own Total Own 

Operating Expenditure- Operating' Revenue Revenue The Different Concepts or Public Sector Borrowing 
Revenue (11) Surplus {b) (c) (d) Public sector deficits are defined in lhe Government Finance Statistics as outlays less 

Commonwcalth revenue less increases in provisions (including for depreciation and superannuation). Averages: 
Commonweallh budget deficits or surpluses are derived wilhout any adjustment for 1969-70 to 1978-79 3.9 3.4 o.s 0.6 provisions. The fmancing of public sector deficits is just as important as lhe overall level 

1979-80 to 1988-89 0.1 4.9 4.3 0.7 0.1 0.8 of lhe deficit in determining its economic impacL Deficits can be financed through 
1979-80 0.1 4.S 4.2 o.s 0.1 0.6 

advances from other sub-sectors of the public sector; the sale of bonds or bills and raising 
1980-81 0.1 4.S 4.1 o.s 0.1 0.6 

of loans, either domestically or from overseas; selling of financial assets; drawing down 
l98l-82 O.l 4.5 4.0 0.6 0.1 0.7 cash and bank balances; issue of minority equity in PTEs; and from the balances of trust 
1982-83 0.1 4.8 4.S 0.5 O.l 0.5 funds held in the public accounL Public sector deficits are presented as percenrages of 
1983-84 0.1 4.8 4.2 0.7 0.7 GDP in Table 9. 1984-85 0.1 5.0 4.3 0.8 0.1 0.9 
1985-86 0.1 4.9 4.2 0.8 0.1 0.9 The deficit of the State/local sector has been partly met by net advances as opposed to 
1986-87 5.2 4.4 0.8 O.l 0.9 transfer payments that are treated as revenue from the Commonwealth. Similarly, PTEs 1987-88 0.1 5.4 4.4 I.I 0.1 1.2 in recent years, especially lhe State/IOCal sector PTEs, partly meet their deficits through 1988-89 0.2 5.2 4.3 1.0 0.1 1.1 net advances from general governmenL To measure each sector's direct calls on fmancial 

State/local markets,. therefore, net advances need to be excluded from the deficit The result is the Averages: 
net public sector borrowing requirement-net PSBR-which is equivalent to the ABS 1969-70 to 1978-79 0.4 7.1 6.2 1.3 0.3 1.6 concept of netfillQllcing requirt1111!nt. The net PSBR for each sector is shown in Table 10. 

1979-80 to 1988-89 0.8 8.0 7.2 1.6 0.4 2.0 Table 11 reconciles the State/IOCal general government deficit with the corresponding net 
1979-80 0.6 6.9 6.3 1.3 0.3 1.6 

PSBR. Chart 6 shows the net PSBR by institutional sector and level of government. 
1980-8l 0.7 7.0 6.4 1.3 0.3 l.6 
1981-82 0.8 7.4 6.9 1.3 0.4 1.7 
1982-83 0.9 8.2 7.5 1.6 0.5 2'.l Table9: Public Sector Deficits as a Percentage of GDP 1983·84 0.9 8.4 7.7 1.5 0.4 2.0 
1984-85 0.9 8.5 7.6 1.7 0.5 2.1 General Government PT Es 
1985-86 0.9 8.6 7.8 1.7 0.6 2.3 Common· State/ Common· State/ 1986-87 0.9 8.5 7.5 1.9 0.5 2.4 wealth local Total wealth local Total 
1987-88 0.8 8.3 7.2 1.9 0.5 2.4 
1988°89 0.7 8.0 6.9 1.8 0.4 2.3 Averages: 

Total 1969-70 to 1978-79 2.0 1.5 2.0 0.7 1.5 2.2 
Averages: 

1979-80 to 1988-89 1.4 0.7 1.7 0.3 1.8 2.1 1969-70 to 1978-79 0.4 11.0 9.6 1.9 0.3 2.1 

1979-80 to 1988-89 0.9 12.9 l979-80 1.7 0.9 1.8 0.3 1.9 2.2 
11.5 2.3 0.5 2.8 1980-81 0.7 1.0 1.1 0.3 2.0 2.3 

1979-80 0.8 ll.4 10.4 1.8 0.4 2.2 
1981-82 0.4 0.7 0.6 0.4 2.6 3.0 

1980·81 0.8 11.5 10.6 1.7 0.4 2.1 
1982-83 2.6 0.8 2.8 0.4 3.0 3.4 

1981·82 0.9 11.9 10.9 1.9 0.5 2.4 
1983-84 4.1 0.6 4.2 0.3 2.5 2.8 
1984-85 3.1 0.7 3.4 0.2 1.7 1.9 1982-83 (.,0 13.0 11.9 2.1 o.s 2.6 1985-86 2.4 0.9 2.9 0.1 1.6 2.3 1983-84 0.9 13.2 11.9 2.2 0.5 2.7 1986-87 1.0 1.2 2.0 0.4 1.4 1.8 1984-85 1.0 13.4 12.0 2.S 0.5 3.0 

1985·86 1.0 13.5 12.0 2.S 1987-88 -0.6 0.5 -0.1 -0.2 0.9 0.7 
0.7 3.2 1988-89 -1.8 0.1 -1.6 0.2 0.6 0.8 1986-87 1.0 13.7 12.0 2.6 0.6 3.3 

1987-88 0.9 13.7 11.7 3.0 0.6 3.6 
1988-89 0.8 13.3 11.2 2.8 0.6 3.4 
(1} Include. depreciation. 
(b) Sub1idlc1 and other opcratinc revenue lcu operating expenditure. 
(c) Ccmpritc1 intcrcat, other property income and othcr rcvem.ic. 
(d) Compriac• net opcraling aurplut and other own revenue. 6.19 
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CHART 5. NET AND GROSS PSBR 

Per cent of GDP 
g r-------------------TotalGross 

4 

3 

l 
01-------------::....,,-..::::.....,.....~ 

-1 

Total Net 

State/local 
Gross 

State/local 
Net 

~.__ _ _. __ _._ __ ...__ _ _. __ _._ __ ..__ _ _, 
IUJ 83-14 84.&S 15-86 -7 87-18 811-19 89-99 

Also shown in Table 10 is the gross PSBR. This comprises the Commonwealth 
Budget deficit plus total new money borrowings by Commonwealth, State and Territory 
semi-government and local authorities reported to, or approved by, Loan Cowicil under 
the Global Approach.(1) The main conceptual difference between the gross and the net 
PSBR is that the net PSBR includes an adjustment for changes in holdings of financial 
assCIS. When the gross PSBR for any year is hightt than the net PSBR, that implies that 
authorities have undertaken moie new borrowings than were required to finance their 
deficits, thereby adding, to their holdings of financial assets. In contrast, when the net 
PSBR exceeds the gross PSBR, this implies Iha! financial assets are being liquidated and 
the proceeds withdrawn from the market to meet the borrowing requirement Seen in 
those tenns, the net PSBR provides the beuer guide to public sector demands on financial 
markets. A comparison between the net and gross PSBR is shown in Chart s.<8

> 

(I) TheGlobllApproochtobonowin&•byCommonwW!hondSUICIUlhoritieswuodqudin 19114-8S(sec 
Bod&et .._No. 4 c-.....ith F""'"'lal R1/atiolu !Wlh Otlur uvcu of G°""""'"' 1989-90). 
-ol..W bonowinp for 1982-&3 tnd 19113-14 have been .,...;dcd by SUie Trusuries. 

(I) A number of Clbcr facton affect lhe meuured dilfC1tftCCS between the I""' and not PSBR. These inclode 
some lipifltllll.diffamces m. dc.finition. coveraae and timin& between the Statistician'• and Loan 
Cauac:il dlta and pohible errors and omillions in tht CltimalCI. Thac meuuranent dilfic:ultiel mCln that 
dill.,..... betwnen lhe l""I and ntt PSBR poridc cnly a very 101&1> indicalioo of ehan&ts in boldin&• 
of 6-cial wets. For inllanee, in lhe six )WI to 1917-81, ABS dUoct C11inWa of lhe in=a,. in 
fmandal ....., - for cnly about 351' of lhe diffem>ae between lhe I""' and ncl PSBR of the 
SUle/loCal _,,., Nevenheles1, the dilfemice between the 5uk11oca1 I""' ond net PSBR fot 19~9 
IV1&-lhattholoil likdytohaveboen afunhcrbuild-uplnthe ""'°''1financW weu. 
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CHART 6. NET PSBR BY INSTITUTIONAL SECTOR 
AND BY LEVEL OF GOVERNMENT 

Panel A: General Government Sector 

Per cent ot GDP 
sr-~~~~~~~~~~~~~___, 

Total 
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Panel B: Public Trading Enterprise Sector 

Per cent of GDP 

35r-~~~~~~~~~~~~~~~~ 
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Common­
wealth 

Stale/local 

Total 

Stale/local 

Common­
wealth 

Table 11: ·s1atenoca1 General Government Sector Deficit, Net Advances Received 
and Net PSBR as a Percentage of GDP 

Net 
Advances, Net 

Deficit Re.ccivcd PSBR (a) 

Averages: 
1969-70 to 1978-79 1.5 1.6 

1979-80 to 1988-89 0.7 0.4 0.4 

1979-80 0.9 0.7 0.2 
1980-81 1.0 0.7 0.3 
1981-82 0.7 0.6 0.2 
1982-83 0.8 0.6 0.2 
1983-84 0.6 0.5 0.1 
1984-85 0.7 0.4 0.3 
1985-86 0.9 0.3 0.6 
1986-87 1.2 0.2 1.0 
1987-88 0.5 

--0."i 
0.6 

1988-89 0.1 0.2 

(1) E.qual1 deficit ten net 1dvance1 received. 

General Government 

The general government net PSBR peaked in 1983-84 at 4.2% of GDP (see Tuble 10 
and Chart 6). By 1987-88,.it had been tranSfonned into a negative net PSBR of0.1 % or 
GDP which, in. 1988-89, fell further to -1.6% of GDP. This fall in die general 
government net PSBR has been wholly accounted for by die turnaround in die 
Commonwealdl sector from net bonowing to net debt redemption: the Commonwealdl 
net PSBR has fallen from a peak of 4.1 % in 1983-84 to a negative net PSBR of 1.8% in 
1988-89. 

The surpluses in the lOla1 general government and Commonwealdl general 
goveminent. sectors in 1987--1!8 and again in 1988-89 were the fu:st since at least die 
early 1960s (lhc extent of available data). The net borrowing requirement of die 
Commonwealdl general government sector is expected to fall further, by 0.7 of a 
pcn:cntagepointin 1989-00; that is, tobeasurplusof2.5% of GDP. 

Up to 1983-84, die net PSBR of 1hc State/IOCal general government sector was at low 
levels, reflecting. die arrangements under die F"mancial Agreement whereby State 
Govcmmcnts have only limited bonowing powers but provision is made for die 
Commonwcaldl to undertalcc bonowings on L'ieir behalf. Under lhcsc arrangements, the 
State/local general government sector's deficits were largely funded by net advances 
from. die Commonwealth (see Tuble II). However, State Cenlral Borrowing Authorities 
{CBAs) weie'established by each State in the mid 1980s. They are treated under die Loan 
Council Globil Approach as State authorities and are therefore allowed to borrow in dleir 
own right, effectively. allowing State general government direct access to funds bonowed 
from the private sector. (Bt>rrowings by CBAs rcrnaiit subject to Loan Council global 
borrowing limits for State authorities.) 
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The net PSBR of the State/local general government sect.or increased from 0.1 % in 
1983-84 to peak at 1% of GDP in 1986-87. Tu some extent, Ibis increase ief1ectcd the 
substitution of CBA borrowings for net advances from the Commonweallh (see "Illble 11) 
as the State/local general government deficit incteased less markedly (allhough still 
significantly) from 0.6% to 1.2% ofGDPoverlhesame period.<9> 

Since 1986-87, the deficit of the State/local general government sect.or has declined 
significantly to 0.1% of GDP in 1988-l!9. However, with the States making small' net 
repayments of Commonwealth advances in bolh 1987-88 and 1988-l!9, lhe whole of the 
deficit of the State/local general government sector was effectively financed through 
borrowings by their own authorities in lhose years. Thus the net PSBR was marginally 
above the deficit in those years. 

Public Trading Enterprises 

The net PSBR of lhe PTE sector peaked in the early 1980s, just ahead of the general 
government sec!Dr (see 'lllble IO and Chart 6). Borrowing by Commonwealth PTEs was 
fairly low and stable during lhat period, and the increase essentially reflected the rapid 
expansion of State infraslructure projects. These latter borrowing requirements fell away 
after 1982-S3, and, by 1988-l!9, the netPSBR oflhe State/locall'TE sector was just over 
one percentage poiht lower lhan a decade earlier. 

The relatively high net PSBR of Commonwealth PTEs in 1985-86 and 1986-87 
reflected increased invesunent in aviation and communications facilities. A fall off in 
outlays in these areas, together with some delays in planned capital worlcs and equipment 
purchase programs, led to a surplus in lhe Commonweallh PTE sector in 1987-88. 
However, increased borrowings by Commonwealth PTEs in 1988-l!9-mainly 
associated wilh aircraft purchases by Qantas and Australian Airlines and the upgrading of 
airpon facilities-resulted in an increase in the net PSBR of Commonweallh PTEs to 
0.2%ofGDP. 

1988-89 Outcome and Expected Developments in 1989-90 

The ou1comes for lhe general government and PTE sectors referred to above resulted 
in an overall negative net PSBR of 1% of GDP in 1988-l!9. The Commonwealth 
contribution to this outcome was a negative 1.6%. of GDP, panly offset by a positive 
State/local outcome of 0. 7%. 

Although the Commonwealth budget surplus will be subStantially higher in 1989-90, 
only a small funher improvement in the overall net PSBR is expected. 

The State/local gross PSBR will decline in 1989-90 as a result of the 1989 Loan 
Council decisions, although it is expected that the State/local net PSBR will remain at 
about the same level as in 1988-l!9 (based on preliminary expectations of modest growlh 
in outlays and some slowing in revenue collections). An increase in the Commonweallh 
P1E net PSBR is expected (notwithstanding a reduc~on in their gross PSBR), reflecting 
a rundown in their financial 85.'CIS built up during 1988-89 (largely due ro delays in the 
delivery of aircraft ro Qantas for which borrowings were undertaken in 1988-89). 

(9) The ABS has chqed the institutional sector clusification of tbotc CBAI pmiously clauifM:d IO lite 
public rmancial enterprise ICC:tor IO the gc:ncral l~t Kdor. Where pouible

0 
lhc ABS intends to 

incorporate these CB As into the Govemmenr. Fmance Swillics from the 1989-90iuue of ABS Cat.aJoaue 
No.SSOl.O. 
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The increase in public sect.or borrowing from this source can be expected lo contribute to 
economic adjustmcnL Aviation is an important direct source of export income and, by 
seeking ro meet the demands associated with the expansion of tourism, these investments 
are expected to yield substantial ictums. 

It is estimated that the public sect.or will be in surplus by 1.2% of GDP in 1989-90; 
the estimates suggest the lota1 gross PSBR will have fallen by 9 percentage points and the 
netPSBR by 7.9 percentage points since 1983-84. 

PUBLIC SEC"IOR INDEBTEDNESS 

Table 12 shows public sector gross indebtedness, financial assets and net debf
1
8t 

30 June 1987, as a proportion of GDP, by level of government and institutional secior. > 

Table 12: Indebtedness of the Public Sector IS at 30 June 1987 by Level of 
Government and by Institutional Sector, as a Percentage of GDP (a) 

State 
Commonwealth (b) C"wcalth and State ~ Total 

General 
Govern-

ment PTE1 Total 

GROSS INDEBTEDNESS (c) 25.8 S.3 28.6 
-of which: 

Advances received 2.4 
Borrowing 25.6 2.9 28.4 

FINANCIAL ASSETS (d) 14.S 0.8 12.9 
-of which: 

Advances paid 13.3 - 10.9 
Investments 0.3 0.6 0.9 

NET DEBT 11.2 4.S IS.7 
-of which indebtedness 

to non-rcsjdent.s 8.8 1.0 9.8 

28.7 

9.9 
18.3 

S.6 

2.1 
3.2 

23.1 

s.s 

General 
Govern-

ment PTEs Total 

32.1 22.S 47.1 2:8 49.S 

6.8 0.1 
31.3 15.6 46.4 2.7 48.8 

12.8 2.9 8.2 1.4 9.1 

9.0 0.9 3.1 0.1 3.1 
2.7 l.S 3.7 1.0 4.4 

19.3 19.6 38.9 l.S 40.3 

11.2 4.1 15.3 n.a. n.a. 

(•) Source: 'Public Sector Debt, Awtnlil, 30 June 1917' CABS Cat .. N~ .. sSt3.0). . 
{b) Altbouch data by institutiODtl tcetor ire pub1ilhcd for each State indivulullly, they were not conaohdaited to 

provide a State total by inltitutiODtl tcetor. Calcul1ting irlltitutiODll tcetor figun:• (or the ~tc teetor by 
dcductinc Commonwealth inatituti001l 1eetor data from the Conunonwcatth md State cO!"b!~ r~a would 
not be 1ccur1tc to the extent that there ire cro11 boldittg• between 1CCton or 1uct1 .m. h1b1htiC1 which 
cOlllOlidatc out when 1grcg1ted. 

(c) Allo includc1depoait1bcld, whicbintoQI wcrc0.7" o(ODP. 
(d) Alto include• currency and deposits, which in toe.I were I. 7S of GDP. 

Net debt of the public sector at this time was estimated at $106.1 billion, or 40.3% of 
GDP. The net debt comprised gross indebtedness of 49.5% and financial assets of 9.1 %. 
About two fifths of the net debt was held by non-residents with over two-thirds of lhat 
denominated in foreign currency. 

(10) The «werqe d ao..nin- F'lll.lllte SUliJtics f« 19116-87 one! lhc public .....,,. - cdlcction at 
30 J- t987 lie similar, CX- lhat lhc iau.rincludcs Ill~ l>on'C>wmJ.aUlhoriliCI whe .... only the 
WA Tl<UUJYColponlionit included in 19116-87 Gcmmmait F'manocStablllcs. 
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The Commonwealth sector's net debt WI.§ IS.7% of GDP while that for the Stale 
sector and local governments were 23.1% and' 1.5% of GDP ~tively.<11> Since 
30 June 1987, the Commonwealth Budget has moved strongly into swplus, suggCsting 
that the Commonwealth sector's net debt would have been signiftcandy reduced in both 
absolute terms and IL§ a pezcenrage of GDP. The net debt of the Stare/local sector is also 
likely to have fallen IL§ a percentage of GDP since 30 June 1987, reflecting that sector's 
reduced borrowings. 

For the Commonwealth and Stare sectors combined, general government and PTEs 
each contributed about one half to net debt. Within the Commonwealth sector, PTEs held 
~mly a quarter of the net debt while at the Stale level they held the greater part of net debt 
m all Stares. This reflects the greater relative imponance of State PTEs in the provision 
of public infrastructure and the lower level of internal financing of infraslnicture 
investment by Stale PTEs compared with Commonwealth PTEs. 

Borrowing. was the largest type of liability at all levels of government However, 
advances received were also important at the State level-a reflection of the borrowings 
undertaken by the Commonwealth on behalf of the Stares under the Fmancial Agreement 
and other loans made by the Commonwealth IO the Stares. PTEs also had a significant 
level of advancc:s received, usually from the parent government 

Accordingly advances paid were the most significant financial asset for the 
Commonwealth Government, while invesbnents were the largest financial asset at the 
State and local levels. 

Net indeblcdness to non-residents was highest in the Commonwealth Government 
(9 .8% of GDP), with the general government sector accounting for the bullc of this. It 
should be noted that the Reserve Bank's substantial reserve assets, which at were 
S 17.6 billion or S.9% of GDP, are excluded from this survey (as are the debt and assets of 
'.'11 public financial enterprises). These assets offset ro a significant degree the net 
indebtedness of the Commonwealth general government sector shown in these figures. 

(11) For an analylis of indcbtcdncs1· on a State by Swc basis ace Chapter II of Budget Paper No. 4 
C"'""'°"'W4!1JaFinancial Rda1ions wilh Otlur LncU o/Go~~nt 1989-90. 
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PUBLIC FINANCIAL ENTERPRISES 

Government Finance Statistics as published by the ABS do not include outlays, 
revenue and borrowings of public fmancial enterprises (PFEs). The reasoning behind this 
treabnent is that PFEs act principally as fmancial intermediaries and are therefore treated 
as being akin to private financial enterprises in the national accounts. t12> 

National accounts data and Treasury estimates of net lending suggest that some 
PFEs-in particular State Government insurance offices-have recorded substantial 
deficits on an accruals basis in recent years. This reflects the extent 10 which offices in 
some Stares have incurred deficits (on an accruals basis) in compulsory third party motor 
vehicle insurance and workers' compensation business. Estimates of the contribution of 
insurance offices to net lending on an accruals basis are shown in Table 13. These net 
lending data are not comparable with the other public sector borrowing data in this 
Statement which, being taken from Government Finance Statistics, are calculated·on a 
cash basis. 

Table 13: Net Lending by Public Insurance Offices 

1984.85 
1985-86 
1986-87 
1987-88 
1988-89 

Sm 

-1422 
-1451 
-1873 
-1441 
-1753 

Percentage of GDP 
% 

-0.7 
-0.6 
-0.7 
-0.5 
-0.5 

A large component of the net lending of insurance offices is due to an accruals 
adjUSbnent reflecting the change in the present value of outstanding claims. This 
adjuSbnent would not be made if the data were presented on a cash basis; net borrowing 
on that basis would arise only if premium income were insufficient to meet claims paid 
out In recent years, there is some evidence of claims being met partly by offices running 
down holdings of financial assets. However, because of the large accruals adjustment in 
the net lending data, the extent of this rundown on a cash basis is considerably lower than 
might be suggested by !he above data. 

(12) PFB data also n:Occt the treatment of rWised profiu in the Relcrve Bank'• fortipi exchange transactions. 
The Notu on lbe Bltimatcl in Buda et Paper No. 10 Na1i0Nll /J11Comi alld ExpendilJUe 1985-86 provide 
further disau1i<>n of PFE dlt1. 
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STATEMENT 7-COVERAGE AND CLASSIFICATION OF INFORMATION 
IN THE BUDGET STATEMENTS 

This S~tement b~efly describes the coverage of information in the Bud et 
docume~tat10?, explams the budget concepts and terminology employed, outli!es 
t~e class1~cabons used to aggregate data, highlights the changes made in cJassifica­
l!Ons dunng the year and presents statistical tables on selected sub-sectors within 
the Commonwealth Public Sector. 

COVERAGE 

Most of the information in the Budget Statements relates to transactions between 
the Co~on~ealth budget sector and other sectors of the economy, including 
transactions with off-budget Commonwealth entities. 

The Commonwealth b~dget sector consists of those departments and authorities 
whose day to day transacttons are recorded in the Commonwealth Public A t 
(CPA), whether via the Consolidated Revenue Fund (CRF) Trust Fund ('~un 
Loan Fund (LF). Transactions between budget sector agencles arc identified b:~ 
net out when calculating total budget outlays or revenue. 

COMMONWEAL TH PUBLIC ACCOUNT 

~-· ... , 

-4•····~ 

consolidated transactions; 
not contributing to outlays, 
revenue or financing 
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,.. .. 
money flows 
contributing to outlays, 
revenue or financing. 

Many Commonwealth government authorities, such as CSIRO and TELECOM, 
operate outside the Public Account and, though in some cases they may be 
dependent in large measure on appropriations from the Commonwealth Budget, 
they are classified as part of the non-budget sector. Transactions between the budget 
and non-budget sectors arc recorded in the Budget Statements I, 3 and 4. Historical 
transactions of the budget, non-budget and total Commonwealth sectors (excluding 
financial enterprises) arc covered in tables (I-III) contained in the Statistical 
appendix to this Statement. 

This administrative classification into budget and non-budget sectors is used 
throughout the Budget papers except in Budget Statement 6. Statement 6 uses an 
Institutional classification, distinguishing between general government and public 
trading enterprises (PTEs). This classification is based on the type of activities 
involved, with the general government sector supplying non-market goods and 
services and PTEs,dealing with the commercially orientated activities of government. 
Developments in the general government sector have included the greater recourse 
to internal markets, for example user charging, and increasing use of external 
funding of activities-for example, private sector funding of CSIRO research and 
development. 

The term "government business enterprise" crosses this classification, including 
PTEs as well as those general government enterprises that predominantly supply 
goods and services to other units within the general government sector and apply 
some level of user charges. 

The diagram on the following page indicates the relationship between the 
administrative and institutional sectors based on units recognised by the Australian 
Bureau of Statistics (ABS) and gives examples of the government agencies found 
within each classification. 

Transactions of the general government budget, general government non-budget 
and total general government sectors arc covered in tables (IV-VI) contained in the 
statistical appendix to this Statement. 

CLASSIFICATION OF INFORMATION 

GOVERNMENT ACCOUNTING CONVENTIONS 

International accounting conventions underlie the classification of budget statis­
tics and the ABS statistics for the public sector. The basic principles of the 
methodologies are based on widely accepted rules set out in the 1968 United 
Nations publication A System of National Accounts and in the 1986 International 
Monetary Fund publication A Manual on Govtrnment Finance Statistics. Their 
use facilitates both assessments of the interrelationship between the budget and the 
rest of the economy and in international comparisons. Their use also enables the 
consistent presentation of financial data regardless of changes in economic policy 
and administrations. 

The standards established by the ABS in its Classification Manual ftN Govern­
ment Financial Statistics Australia (ABS 1217.0) have been adopted for the 
presentation of Budget statistics. They integrate the two international standards 
drawing on features of both. 
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COMMONWEALTH PUBLIC SECTOR 

PUBLICTRADIN~ 
ENTERPRISE 
SECTOR 

og: AUalr•ll•n 
Alrlln .. , 
Telecom, 
Qont.I• 

23 

_ ............ . 
............ 

... 
Non Budget 

Sector 

46 

og: llopwtmonta, 
UWCourt.1, 

Troe» Procllcoo 
Comrnl•lon 

.. 
Budget 

Sector 

NOTE - Figures Indicate number of enterprlsestuntts • 
units exclude financial enterprises • ' 
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There was major alignment of ABS and Budget statistics in the 1988-89 Budget 
when primary industry charges and levies were classified as revenue, reverting to 
the practice used prior to 1975-76. 

CONCEPTS 

In the Budget Statements the basic distinction is made between 'above' and 
'below' the line transactions. 

• 'Above the line' tranuctlons comprise outl•y• aad revenue; the difference 
between which is the bud&et balance (surplus/deficit). 

• 'Below the line' transsctions, are undertsken to finance a deficit or to ulilise 
a surplus and are referred to u ftnancin& tranuctions. 

Outlays and revenue arc economic concepts expressed as net amounts. On the 
other hand, the terms payment and receipts in the Budget Statements indicate gr°"" 
money flows out of and in to the CPA respectively. 

Outlays arc a measure of the, cost of providing non-marketable goods and 
services (commonly referred to as public goods and services) that arc distributed 
using collective political choice rather than through the operation of the market. 
Receipts from user charging, where the government acts like a business enterprise, 
arc therefore offset against relevant payments in the calculation of outlays. Any 
profit or 1068 on these business operations reduces or adds to the demands for 
taxation revenue. Classification of the receipts from charges for goods and services 
as revenue would raise both outlays and revenue and inflate the perceived cost of 
providing public goods and services. 

Governments impose a wide range of charges and levies related to the provision 
of goods and services but not all of these arc classified as outlays. The accounting 
standards distinguish on the one hand between those charges and levies that can be 
regarded as a voluntary fee for goods or services rendered and of identifiable benefit 
to the payer (classified, in net terms, as outlays) as agains~ on the other, fees that 
are imposed for regulatory or revenue raising purposes, (classified as revenue). In 
the first case, the fee bears a close relationship to the value of the goods and 
serviecs obtained. As outlined above, the distinction is between situations where a 
market can be said to exist and one where the public interest aspect of the 
transactions dominates. In the former case, the fees or charges arc treated as an 
offset within outlays while in the latter they arc classified as revenue. 

Consistent with the ABS interpretation of international standards, two other 
receipts are offset against relevant payments in the calculation of outlays: 

• repayments of advances; and 

• proceeds from the sale of capital assets. 

The classification of advances (loans and equity injections including repayments) 
as outlays recognises the public policy importance of such transactions and that 
they are surplus/deficit determining transactions rather than an investment of 
surplus funds. Examples of transactions in this category are Joans to Telecom and 
to the States and the possible sale of equity in government enterprises. This 
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treatment is consistent with the IMF view adopted by the ABS; however, some 
countries (for example Canada) follow the UN treatment and classify such trans­
actions below the line as financing transactions. the argument for this alternative 
approach is that advances are no different than any other financial investment and 
should be classified below tbe llne. 

Consistent with the UN treatment. adopted by the ABS, receipts from the sales 
of physical assets are recorded as outlays to assist in the measurement or the no~ 
stock of capital assets in the economy. If the IMF treatment were adopted, then 
such receipts would be classified as capital revenue. The impact of a number of 
major asset sales is separa~ly identified in the Budget Papers, rather than being 
classified to specific Function and Economic Type,, so that analysts can make 
allowance for them depending on the use they arc making of the data. Asset sales 
undertaken in the normal course of government activity remain classified to func­
tional and economic type categories. 

In accordance with the international s~dards, budget. tax revenue is shown not 
of refunds. Thus income tax revenue, for example, is shown net of refunds of 
PA YE deductions; remissions and reimbursements of import duties and sales tax 
arc offset against their collections. 

RELATIONSHIP BETWEEN GROSS AND NET CONCEPTS 

The relationship between gross and net concepts is shown in the following 
diagram on the following page. 

The impact of applying the preceding convention in measuring CRF outlays is 
summarised. in the tables below. Table I presents a 10-year history showing the 
level of CRF receipts and payments classified as outlays. Table 2 disaggregates the 
1989-90 estimates by function to provide more detailed identification of the CRF 
receipts and payments classed as outlays. CRF outlays arc presented in the two 
tables rather than total outlays to abstract from the effect of transfers between 
funds in the CPA. 

Table 1. CRF Payments and Receipts Clusifetl u Outlaya 1979-80 to 19119-90 

CRFRcceipts 
CRF CRF uCXiofCRF 

Payments Receipts Payments 

Sm Sm 
1979-80. 30,637.5 -854.7 28 
198().81. 35,7126 -1,o:i..3 29 
1981-82. 41,750.2 -967.8 23 
1982-83. 47,131.4 -1,153.1 24 
1983-84. 53,569.4 -1,253.4 2.3 
1984-85. 60,8621 -1,601.8 2.6 
1985-86. 67,466.0 -1,586.4 2.4 
1986-87. 73,093.2 -2.184.8' 3.0 
1987-88. 81~376.5 -3,279.7 4.0 
1988·89. 85,064.0 -2.821.5 3.3 
1989·90. 91,467.3 -4,202.9 4.6 
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Table 2. CRF Payme•ll aad Receipts Oualftecl u Outlays t!l89-!IO, by FuellOll 

CRF CRF 
CRFRoooipU 
u%orCRF 

hym<n!& RoeeipU hymcnb 

Sm Sm 
DEFENCE 
EDUCATION 

8,750.0 -422.9 4.8 
6,827.2 -146.3 2.1 

HEALTH , 
SOCIAL SECURITY AND WELFARE • 

11,787.6 -9.2. .I 

HOUSING AND COMMUNITY AMENiTIEs' 
26,356,S -2S.8 .I 

l,SI0.4 -30.3 2.0 
CULTURE AND RECREATION 
TRANSPORT AND COMMUNICATiON • • ' ' 

1,086.1 -S.2 .s 
INDUSTRY ASSISTANCE AND DEVELOPMENT • 

l,94S.3 -492.2 2S.3 
2,IS7.7 -60.S 2.8 

LABOUR AND EMPLOYMENT • 
OTHER ECONOMIC SERVICES 

1,242.S -6.8• .s 
LEGISLATIVE SERVICES • • • • ' 

264.2 -47.0 17.8 

LA w, ORDER AND PUBLIC SAFETY • 
390.1 -4.3 I.I 

FOREIGN AFFAIRS AND OVERSEAS AID • 
167.2 -31.0 3.6 

GENERAL AND SCIENTIFIC RESEARCH • 
I,610.S -46.7 2.9 

ADMINISTRATIVE SERVICES • • ' 
S8S.3 -3.7 .6 

~~rt~~il=:-T a_<>VERNMENTs NEC ' 
4,23S.O -l,S67,8 37.0 

14,410.4 -102.3 .7 
7,330.S • 0 

CONTINGENCY RESERVE 110.0 .o 
ASSET SALES 0.8 -1,200.8 

TOTAL 91,467.3 -4,202.9 4.6 

90 
!,~ipts items having most effect on the measurement of total outlays in \ 989-

• sales of pro~rt~, m~terials and equipment and Defence Force Retirement 
Benefit contnbutions m the Defence function; 

• the overseas stude.nt charge and Higher Education Contribution Scheme repa • 
ment of advance m the Education function; y 

• repayment of advances particularly in the Transport and Communications 
(repapnent of Loans by Telecom) and Assistance to Other Governments nee 
functions; 

• sat~. of property and assets undertaken in the normal course of government 
actmty ~n~ pa~ents ~f Fringe Benefit Tax (FBT) by on-budget agencies in 
the Adnumstrative Services function; 

• sales of major assets; and 
• user charging including between on-budget agencies and departments. 

Bud~t aggregates such as Current Outlays on Goods and Services t f 
transactions between on-budget activities (such as payments of FBT an':" in~~ 
::me~ c~ar~) to provide uninftated statistics on the Commonwealth budget 

or. . JS achieved by consolidating transactions between on-budget ncies 
In aggregating ~utlays across budget entities (whether it be by function, ~mi~ 
~- ~r portfolio) the payments and corresponding receipts will cancel out in 
~g the '."easure of total outlays. Therefore caution needs to be exercised . 

the mterpretatlon of the level of receipts classified as outla m 

out ~n n;:n~~ion bet~een t~e appro~riations of the CR;"~nd total outlays is set 
' u ormat m the mtroductlon to Budget Paper No 2 Th Co 

wealth Public Account. • t mmon-
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MAJOR REp0RTING CLASSIFICATIONS FOR BUDGET OUTLAYS 

Budiet information in the Statements accompanying the Budget Speech is 
c\asaified in three ways: 

• a functional ciassification which aggregates outlays directed towards like objec­
tives and purposes; 

• an. economic' type classification which allows· analysis according to the eco­
nomic nature of transactions; and 

• a portfolio classification which aggregates outlays according to the overall 
Ministry which has prime administrative responsibility for the outlays. 

The. functional classification brings together outlays directed towards like objec­
tives or purposes. It thus facilitates presentation of information on the basic 
purposes of Government activities and on the total resources devoted by the 
Commonwealth to those purposes and allows international comparisons independ­
ently of local administrative structures . 

The economic type classification is designed to facilitate the study of. the macro­
economic impact of Commonwealth transactions on the economy and to provide 
the means of grouping transactions for inclusion in the Australian National Ac­
counts. The classification embodies the previously mentioned concepts of outlays, 
revenue, financing items and the budget balance (deficit/surplus). Outlays arc 
further divided into current and capital components. 

Defence Current Outlays on (loods and Services in the economic type classifi­
cation !1fC lower than outlays.classified to the Defence function due to payments to 
Aerospace Technologies.of Australia to cover certain operating expenses classified 
as subsidies, Defence eo-0peration payments classified as overseas grants and ~pita! 
subvention to the Defence Housing Authority classified as advances. 

The cluaification. of outlays by Portfolio .refers to the aggregation of financial 
data according to the Ministry' which has prime overall administrative responsibility 
for the outlay. The· classification provides information on the level of financial 
resource available to each Minister and complements the functional and economic 
type classifications that show the purpose and economic. impact of outlays. 

The classification of outlays by Portfolio is a valuable tool in the formulation of 
the Budget. There has been increasing emphasis in recent years on the setting of 
Portfolio outlays.and savings targets as a means of streamlining ministerial dccision­
maldng processes, and improving resource allocation. The approach taken to pro­
gram management and budgeting in the Commonwealth also emphasises a portfolio 
approach to budget and program management. 

Tables at the end of Statement 3 cross-classify Portfolio outlays in 1989-90 by 
the functional and economic type classifications. 

The remainder of this Statement indicates where changes in functional and 
economic type classification have been made for the 1989-90 Budget estimates. 
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MAJOR CHANGES IN CLASSIFICATIONS FOR 1989·90 BUDGET 

Major changes arc defined as those that cross outlays, revenue or financing 
transactions, or result in significant reclassification within function or economic 
type. 

PTE Superannuation 

Commonwealth Superannuation Scheme transactions of Telecom and, Australia 
Post have been classified as financing transactions in previous Budgets. 

After consultation with the ABS, employer contributions and associated benefits 
of other PTE's have been reclassified as financing transactions (this is the final 
clement in the set of major reclassifications recognised in 1988 and implemented 
since the 1988 May Economic Statement). Such charges on PTE's current opera­
tions arc treated as outlays in the operating accounts of the enterprise concerned, 
but the resultant increase in reserve account is a financing transaction regardless of 
whether it is held by the PTE or paid into the Public Account. PTE premiums for 
compensation paid into CRF under COMCARE arrangements from 1 July 1989 
have been similarily treated as financing transactions. 

Consistent with ABS standards, general government employer contributions for 
superannuation and compensation paid into, and benefits paid out of, the Public 
Account are classified above-the-line as outlays. 

Trust Account TramactiODI 

Certain receipts and payments of the Aboriginal Benefits Trust Account (ABTA) 
that were regarded as private monies and treated as financing transactions have 
been reclassified as revenue and outlays. This follows a re-examination of. the 
operation of the Account in conjunction with, the ABS which determined that the 
Commonwealth has effective control of the funds; 

Receipt of a $!.Im appropriation by the Coal Mining Industry Long Service 
Leave (CMLSL) Trust Fund in 1986-87 has been, reclassified from revenue, to 
outlays. As previously mentioned, intrascctor receipt transactions are classified as 
outlays to cancel out the associated payments. 

Interest receipt of S3.4m in 1987-88 by the Australi~n Land Transport Trust 
Account (ALTP) and lower amounts in other years for a number of energy research 
trust accounts have been reclassified from outlays to revenue. These receipts relate 
to interest on investments in non.Commonwealth sector securities and therefore 
should not be offset within outlays, 
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In line with ABS standards, interest earned on the Cornmonw:!th 's ~•ti?;~ 
Debt Sinking Fund (NDSF) account with the Reserve .Bank has . n rec ~· 
from offsets within outlays to revenue. This treatment ... now cons1Stent a:''~ the 
revenue treatment of interest earned on other accounts with the Reserve . n ·. 

The effects of the superannuation, trust accou~~ and interest ~lass1ficattons 
arc shown in the following table (figures refer to m11ltons' of dollars). 

79/80 80/1 81/2 82/3 83/4 84/S 85/6 86/7 87/8 88/9 
Outlayr 
- NDSF 28 21 8 2 14 16 IS 18 

I 3 -ABTA I I 'i -3 -s -II -22 4 - PTE Superannuation 6 s 8 9 
- CMLSL -I 
- ALTP/cncfl)' accounts t 

TOTAL 35 26 17 13 10 22 

Rnr1n11t 
- NDSF 28 21 8 14 16 IS 18 
- ABTA 14 IS ts 3 3 3 
- CMLSL -1 
- ALTP/cncfl)' accounts I 

i~!,!~-{P11and1r1 tratwctlott1) 
42 37 23 18 18 23 18 

-ABTA 13 IS 14 I 2 3 
- PTE -6 -s -8 -9 -3 11 22 -4 

TOTAL II -8 -I !4 22 

Property Operatiq Expenses 
A now subdivision called Property Operating Expenses (POE) has bee? estab­

lished in the Appropriation Bill No I to cover project costs and commcrc1~l rat~ 
of charging levied' by ·Australian Construction Sc":'ices (~S)h fo:.irii:t~y ~~e 
maintonsnce and minor new works and for the services to c arg o . 
A tralian Property Group (APG) for rent, office services, cont~ct cleam~g a~d 
oi::"ce fit-out Transactiom classified to the Administrative Services funct•?n ~n 
previous Budgets arc now classified to their appropriate , function. To mamta~n 
comparability of series, estimates of the el!'ect in historical yea~ have '?""n :• 1~ and ·the amounts reallocated among functions, on a pro-rata bas~. Cautto~ s ~u 
therefore be exercised in interpretation of the changes. The followmg table h1ghl1ghts 
the functional changes. 
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EFFECT OF PROPERTY OPERATING EXPENSES 
TRANSFER FROM ADMINISTRATIVE SERVICES ($m) 

FUNCTION 
n..&o eo-n e1-82 e2~ aa-M M-aS ewe ae-e1 a1-ea H-ei 

Defence - - - - -Education - - - - -- - - - - - - - - -Health 5 8 7 8 12 15 19 23 27 30 Social Security and Welfare 19 21 24 31 44 50 71 84 103 108 
Housing and Community Amenlt/ea .. .. .. -1 -1 -2 .. 5 Culture and Recreation 

.. .. 
1 1 3 5 5 6 7 7 

Transport and Communfcatfont 
8 8 

2 2 3 4 8 7 8 11 13 14 Industry Assistance & Development 3 4 4 5 7 • 11 13 18 17 Labour and Employment 14 18 19 24 34 44 55 85 n 84 Other Economic Services 1 2 2 3 4 5 6 7 9 Legisla1ive Services 10 
2 3 3 4 5 7 9 10 13 14 Law, Order and Public Sa:ftlty 10 11 13 17 24 31 38 48 55 59 Foreign Affairs and Overseas Aid 1 1 1 1 2 3 3 4 5 5 General and Scienlific Research .. .. .. .. .. .. 

Administrative Services 
.. .. 

-59 -65 -78 -101 -143 -180 -227 -269 -32~ -34~ 
Assistance to Other Government1 - - - - - - - - - -Public Debt Interest - - - - - - - - - -

Construction Services, Fltout and Fumlture and Fittlnp 

. Salaries and administrative costs of architects cnainccrs and const ti" 
visors hav · th bee . • .,. rue on super-

• m e past . n mcluded in running costs and classified as cumont 
outlays .. The cost ~f services that form an integral part of capital projects should 
be classifi~ as cap11al outlays. After consultation with the ABS it has been decided 
to reclassify the above-mentioned salaries and administrative expenses to "tal 
outlay~ and to treat future ACS and overseas property group services in these caa%a. 
as ca~ital outlays. The ABS has not as yet incorporaled this change in its statisti 

F1tout, of leased premises ha bee 1 . cs. 
. . . vc n rec asslfied from current to capital o tla 
~n line edwith A~S classification standards and consistent with the treatment of ~touyst 
10 own premises. 

Outlays on furniture and fittings within running costs have been I · 
from currenl to capital oullays in line with ABS classification standards. rec assified 

The effect of these changes arc shown in !he following table: 

79-80 80-i 
C~rrcnt Outlays on Goods and Serv· 

81-2 82-J 83-4 8-4-S 8S-6 8&-7 87-8 88-9 

'"' - Construction services -3J -J7 -SS -62 -72 -so - F~miture and JitlillJS -8 -10 
-82 -88 -iOJ -i24 

- F1tout !cued premises -s -!J -20 -2J -29 -29 -JS -4S -8 -8 -II -12 -J2 -47 -S6 -69 -82 -12 
C.piul Outlayi on Goods 
- Construction services JJ J7 SS 62 72 - F~miture and fittinp' 8 10 

80 82 88 ioJ i24 
- F1tout leaed premises 8 13 20 2J 29 29 JS 4S 8 8 II 12 J2 47 S6 69 82 72 
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OTHER CHANGES IN THE FUNCTIONAL CLASSIFICATION 

Although the basic aim of a functional classification scheme is to categorise 
budget outlays according to the broad purposes for which they arc undertaken, such 
a classification cannot always be applied. without some ambiguity. Particular outlays 
will often serve two · o_r more distinct functions. In this situation an outlay is 
classified to the function which is· considered to be its primary purpose. 

From time to time it is necessary to amend the functional classification to reflect 
shifts in· the purpose of programs or changes in the organisation, coverage and 
nature of government activities. Furthermore, additional information sometimes 
becomes available which provides grounds for a reclassification 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. The 
figures in the sections· on changes relate to 1988-89. 

The following transactions have been reclassified from the Adminislrativc Serv­
ices function: 

• Running Costs associated with the Coastwatch program reclassified to Law, 
Order and Public Safety completing a reclassification of this activity begun in 
the 1988-89 Budget (approximately S2m per year. in the period 1980-81 to 
1988-89); 

• Department of Administrative Services property management. outlays in 
1988-89 reclassified to Labour and Employment (S3m), Transport. and Com­
munication ($3m), Health ($7m), Social Security and Welfare ($4m) and 
Law, Cirdcr and Public Safety (S1lm); 

• Promotion Australia outlays reclassified to Foreign Affairs and Overseas Aid 
(ranging from S5m in 1982-83 to S6m in 1987-88); 

• Parliamentary media and information services outlays reclassified to Legislative 
Services (ranging from $Sm in 1979-80 to Sim in 1984-85); 

• Various outlays of the Department of Arts, Sport, Environment, Tourism and 
Territories (DASETT) reclassified. to Culture and Recreation (ranging from 
$3m in 1979-80 to Sl6m in 1988-89); and 

• Outlays on Commonwealth public service industrial relations and working 
conditions reclassified to Labour and Employment (approximately S2m per 
year from 1979-80). 

Commonwealth outlays on water and sewerage assistance to the ACT have been 
reclassified from Assistance to Other Governments to Other Economic Services 
(S6m 1988-89). 

Outlays on a number of cultural activities for exhibition overseas· have been 
reclassified from Culture and Recreation to Foreign Affairs and Overseas Aid 
(ranging from S3m in 1981-83 to S6m in 1985-86). 

Commonwealth participation in the Thailand Narcotics Control Board activities 
has been reclassified from Foreign Affairs and Overseas Aid to Law, Order and 
Public Safety (ranging from S3m in 1983-84 to Sim in 1988-89). 
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Commonwealth assistance to legal aid have been reclassified from Labour and 
Employment to Law, Order. and Public Safety (approximately Sim per year in the 
period 1984-85 to 1988-89). 

Department of Foreign Affairs and Trade outlays incorrectly reclassified to 
Foreign Affairs and Overseas Aid in the last round of administrative order changes 
have been reverted back to Industry Assistance and Development. (Sl9m in 
1987-88) and Administrative Services (S6m in 1987-88). 

OTHER CHANGES IN THE ECONOMIC TYPE CLASSIFICATION 

Changes in the classification of transactions· by economic type generaJly arise 
from ongoing reconciliation of ABS and Budget statistics on the Commonwealih 
budget sector. In addition, information sometimes becomes available which justifies 
reclassification or allows items that had previously been classified to a single 
economic type to be disaggregated and appropriately classified; 

The following outlays have been reclassified from Current Outlays on Goods 
and Services: 

• Grants under the language research program reclassified to Grants to Non. 
Profit Institutions (S3m in 1987-88 and Sl4m in 1988-89); 

• Community employment outlays reclassified to Grants to Non-Profit. Institu· 
tions (S2m in 1986-87, S3m in 1987-88 and S4m 1988-89); 

• Payments to other governments for legal aid (ranging from $8m in 1978-89 to 
17m in 1981-82) reclassified to Current Grants to Other Governments; and 

• Rent subvention to the Defence Housing Authority reclassified to Advances 
to the Non-budget Sector reflecting the repayable nature of the transaction. 

The following outlays have been reclassified to Current Outlays on Goods and 
Services: 

• Salary payments in repatriation hospitals reclassified from Capital Outlays on 
Goods ($50m in 1987-88 and ~60m in 1988-89); 

• Outlays on Commonwealth participation in the Thailand Narcotics Control 
Board activities reclassified from Grants Overseas (ranging from S3m in 
1983-84 to Sim in 1988-89); 

• Comcarc benefits for general government units reclassified from Current Grants 
to the Non-budget Sector (S82m 1988-89); 

• Austrade national interest insurance claims reclassified from grants to the Non· 
budget Sector as the outlays relate to the purchase of a service (ranging from 
S3m in 1983-84 to Sl4m in 1988-89); and 

• Construction Services Trust Account outlays on repairs and maintenance 
reclassified from Capital Outlays on Goods (ranging up to S!Om in the period 
1979-80 to 1987-88). 

Payments to Aerospace Technologies of Australia (ASTA) have been reclassified 
from Advances to the Non-budget sector to Subsidies as the amounts arc not 
repayable and cover labour operational costs ($83m in 1987-88 and Slim in 
1988-89). 
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Grants under the language research program have been reclassified from Current 
Grants to Other Governments to Grants to Non-profit Institutions (S4m in 
1987-88). 

Payments to the States under the National Policy on Languages program has 
been reclassified from Grants to the Non-budget sector ($2m 1987-88) and Grants 
to Non-profit Institutions ($4m 1987-88) to Grants to Other Governments. 

Payments to the States under the Rural Adjustment Scheme have been reclas­
sified from Advances to Grants to Other Governments reflecting their non repayable 
nature (SIOm 1985-86). Also, payments to the States for urban water supply have 
been reclassified from Grants to Advances to Other Governments (S2m 1987-88). 

Payments to the Health Insurance Commission have been reclassified from 
Capital Outlays on Goods to Capital Grants to the Non-budget Sector (ranging 
from S3m in 1984-85 to Sl2m in 1987-88). Payments to the Australian Institute of 
Sport have been similarly reclassified (Sim in 1984-85, 1985-86 and 1988-89). 

TREATMENT OF ACT SELF GOVERNMENT 

The ACT became self-governing on II May 1989. 
In 1988-89 the ACT received funds on a state-type basis through general and 

specific purpose payments. An ACT Fiscus, operating through the ACT Trust 
Account and a number of subsidiary accounts, was established on I July 1988. 
Commonwealth assistance to the Fiscus was paid into the ACT Trust Account 
from· which payments were made for territorial and municipal functions adminis· 
tercd by the ACT, including the on-passing of funds to subsidiary trust accounts 
and to statutory authorities. The Fiscus was originally established within the Public 
Account. Commonwealth budget aggregates therefore reflect outlays of the Fiscus 
(payments and receipts of the various accounts), and not payments to the ACT 
Trust Account from the CRF, up to 10 May 1989 (these transactions, as noted 
before, arc consolidated). 

In order to achieve this result, the ACT Trust Account included a number of 
receipt. items which were netted against the Commonwealth payments on a func­
tional basis µp to JO May 1989. 

To achieve comparability between the first full year of self government and 
1988-89, the gross. amount of general and specific purpose payments in 1988'89 is 
shown in each function. Significant offsetting trust account receipt transactions 
covering the period to 10 May 1989 and Commonwealth own. purpose outlays for 
the same period arc recorded in a special ACT item. 

As a result. of ACT self-government: 
• outlays specifically on the ACT will decrease overall in 1989-90 by approxi· 

mately S325m from S950m to S625m; 
• outlays for functions 2 to SE (excluding 5 and 70) in Stat•m•nt 3 will have 

decreases; 
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• outlays for functions 5, 7D and 9A in Statement 3 will increase rctlecting 
receipts from land sales no longer tlowing into the Public Account, reclassifi­
cation of ACT water and sewerage assistance and the change from Common­
wealth outlays on its own behalf to state payments respectively; and 

• revenue from the ACT will decrease by approximately S260m from $330m to 
S70m. 

TREATMENT OF COMCARE 

The Commission for the Safety, Rehabilitation and Compensation of Common­
wealth Employees {Comcarc) was established in December 1988. From 1 July 1989, 
Comcarc will introduce a premiums incentive scheme to fund fully, on a notional 
basis, compensation liability incurred after 1 July 1989. 

Money is appropriated to Comcarc to cover operating expenses and compensa­
tion benefits while premiums, which arc determined on an actuarial basis, are paid 
into the Public Account. 

In line with ABS standards and consistent with the treatment of superannuation 
transactions, general government employer contributions paid into and associated 
benefits paid out of the Public Account arc classified as outlays while equivalent 
PTE transactioris arc classified below-the-line as financing transactions. 

STATEMENT 7--STATISTICAL APPENDIX 

INTRODUCTION 

Six tables arc presented in this appendix. Tables I to Ill cover the transactions 
of all Commonwealth entities and tables IV to VI Commonwealth non-market 
activities (referred to as "general government"). Eleven tables arc presented in the 
statistical appendix to Statement 3 covering the outlays transactions of the Com­
monwealth Budget sector. 

A table of contents for this appendix is provided below. The period covered in 
the tables is from 1979-80 to 1988-89 except for the general government tables 
which extend to the Budget year. Current estimates for the Commonwealth non­
budget sector, which cover. such large PTE units as Telecom, arc not. available from 
the ABS until some six months after the end of the financial year. Therefore 
Administrative sector tables only extend to 1988-89. However Commonwealth 
budget sector outlays by economic type for the Budget and the three forward years 
arc provided in a table in the statistical appendix to Statement 3. 

Current year estimates for final consumption and grOIS capital formation of the 
Commonwealth General Government non-budget sector arc derived from Budget 
statistics on grants to the non-budget sector. Various indicators are used for the 
estimation of other transactions. General Government statistics therefore extend to 
the budget year. 
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Tables: 

Table I 

Table II 
Table· Ill 
Table IV 

Table V 

Table VI 

Commonwealth Budget Sector Transactions by Economic Type 

Commonwealth Non-Budget Sector Transactions by Economic Type 

Commonwealth Government Sector Transactions by Economic Type 

Commonwealth General Government Budget Sector Transactions by 
Economic Type 
Commonwealth General Government Non-budget Sector Transactions 
by Economic Type 
Commonwealth General Government Transactions by Economic Type 

BACKGROUND TO THE TABLES ON THE COMMONWEALTH 
ADMINISTRATIVE AND GENERAL GOVERNMENT SECTORS 

The Commonwealth Non-Financial Public Sector. {ic excluding public financial 
enterprises to avoid the consolidation of significant financing transactions) is made 
up of a number of sub-sectors based on the ABS administrative and institutional 
sector classifications: 

administrative sector • budget; and 

• non-budget 

institutional sector • general government {GG); and 

• public trading enterprise {PTE) 

as outlined above in the Coverage section of this Statement. 
Statistics on administrative sectors have been published for a number of years 

in budget documentation, with data for the non-budget sector based on information 
supplied by the ABS (up to the year just completed). 

As part of a continuing process undertaken by Commonwealth, State and 
Territory Governments to improve the coverage and content of bud~et docu.~en­
tation {in particular to publish economic type statistics comparable with definitions 
and concepts used by the ABS), statistical tables on the general government budget, 
general government non-budget and total general g~vernmen! Co':""'onwealth sec­
tors up to and including the budget year have been mcluded m th1S Statement. 

Terminology and layout of the six Tables are consistent with those used by the 
ABS in Government Finance Statistics. The Net Financing Requirement aggregate, 
commonly referred to as the Net Public Sector Borrowing Requirement, has been 
introduced to provide a measure of a sector's demand for financing from the rest 
of the economy and overseas. 

Provisions by PTEs for depreciation, superannuation etc arc regarded as self. 
financing and arc excluded from the measurement of the. net financing. requirement 
(provisions include superannuation reserves transferred mto the Public Account). 
Where applicable, advances received from the Budget sector arc also excluded from 
the measure of the financing requirement. 
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Budget statistics on the Commonwealth budget sector and ABS statistics on the 
Commonwealth non-budget sectors provide the data for the tables in the appendix 
to this Statement. There arc differences in the NFR of the Commonwealth budget 
sector recorded' here and by the ABS which flow through to the total and general 
government tables. Care should therefore be exercised in comparing general govern­
ment data in this Statement and in Statement 6, where ABS data is used. 

A major review of the classification of financial data was conducted in 1987-88, 
resulting in a closer alignment of ABS and Budget statistics. ABS was consulted on 
major classification changes outlined in this Statement and therefore it is expected 
the changes will be reflected in ABS statistics and differences in the NFR and its 
components further reduced. 

NOTES ON TABLES 

TABLE I-Commonwealth Budget Sector 

1?• Commonwealth budget sector consists of units that operate within the 
Pubhc Account. Budget statistics arc used in this table. 

A major reconciliation of Budget and ABS statistics during 1987-88 (and 
documented in 1988-89 Statement 8 of Budget Paper I) resulted in a closer 
alignment of these sets of statistics. However significant remaining differences arc: 

(i) The ABS coverage of the non-budget sector is incomplete resulting in 
grants paid to some non-budget units being recorded by the ABS as budget 
consumption and gross capital formation; 

(ii) Payments out of the Wheat Finance Fund in, years up to 1985-86 arc 
classified as outlays in budget statistics but as offsets within revenue by the 
ABS; 

(iii) Light Dues and Navigation Act receipts arc classified as revenue in budget 
statistics but as outlays by the ABS; 

(iv) The ABS' has yet to incorporate in its statistics the recording of discounts 
and premiums on Treasury Bonds above-the-line as outlays, and discounts 
on Treasury Notes at redemption rather than at issue; 

(v) The revised treatment of PTE superannuation transactions which increases 
outlays (final consumption expenditure), and provisions, has not as yet 
been incorporated in ABS statistics. 

ABS has agreed to change its treatment of transactions in points (i) to (ill) and 
(v); however there is disagreement over the treatment of repurchase and discount 
transactions and timing of the recording of premiums in point (iv). 

~ftcr taking account of the differences in points (iv) and (v), the net financing 
requirements (NFR) recorded in Budget and ABS statistics for this sector arc 
comparable although there are some differences as outlined earlier in this Statement. 
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TABLE II-Commonwealth Non-budget Sector 

The Commonwealth non-budget sector consists of units that operate outside the 
Public Account. This includes both GG authorities, which largely depend upon 
budget funding (cg ABC) and provide, public goods and services, and PTEs, which 
arc largely self-financing and provide marketable goods and services. 

ABS statistics arc used in this Table after adjustment for the under-coverage by 
the ABS of the non-budget sector. This results in the recording of higher levels of 
grants received from the budget sector, of final consumption expenditure and of 
gross capital formation, and the recording of a different level of advances received 
from the Budget, sector. In addition, gross rather than net operating surplus (ic net 
plus depreciation) is shown with an appropriate adjustment to provisions. The 
difference in the NFR recorded in Budget and ABS statistics is due to differences 
in ~he level of advances from the budget to the non-budget sector. 

TABLE III-Commonwealth Government Sector 

The Commonwealth Government sector is derived by adding budget and non. 
budget data after excluding intra-sector transactions. The NFRs of the component 
sectors arc additive. 

TABLE IV-Commonwealth General Govemmeat (GG) Bud1et Sector 

The Commonwealth GG budget sector is derived by excluding transactions of 
budget PTE's (those rccogniscd by the ABS) from budget data. Only three such 
units were recognised in 1988-89: ACT bus service and Forcstry operations and the 
Royal Australian Mint. As a result of ACT self-government in May 1989,, the ACT 
units no longer operate within the Public Account. 

TABLE V-Commoawealth GG Non·bud1et Sector 

ABS statistics arc used in this table, adjusted for the under-coverage by the ABS 
of the non-budget sector (sec notes on Table II). 

TABLE VI-Commonwealth GG Sector 
The Commonwealth GG sector is derived by adding GG budget and GG non­

budgct data after excluding minor intra-sector transactions. The NFR of the 
component sectors arc additive. As outlined previously in this Statement there arc 
some differences in the NFR recorded in ABS and Budget statistics. 
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Table I-Commonwealth Budget Sector Transactions by Economic Type ($m) 

711-80 80-81 81-82 82-t3 83-84 84-85 85-811 81!-117 17-88 

CURRENT OUTLAYS 
Final CQ!ltumptlon Expenditure 

O.f9nc• 2932 3449 4009 4M7 5248 5884 eo10 7154 7203 
Non-Defence 2501 2923 .... 3195 - 5278 ..... ..... 0870 

Total Anal Conwmptlon Expe!lditur~ .... 0372 7452 8541 9185 11180 12550 13597 14073 
Current Transfer Payments 

lnl•r•tt 2229 2501 2850 3444 4393 5053 7030 711311 71110 
Sublid!Oo(a) 911 1101 1205 1307 1487 1051 1527 1334 1481 
P«ton&! Benefit Payments 9768 11003 12850 15052 11370 20052 22339 24082 20819 
Grant• to Non-Profit lnltitutlon1 292 3'2 459 905 710 871 - 1108 ~2 
GrantS to Non-Budgtt Sect0c-{a) 712 - 1184 13'2 1481 1075 2003 2090 2382 
Grant1to other Government• 9105 103'3 11423 13112 15017 10509 1m1 1"33o 2073' 
Grants 0wr ... , 517 570 058 718 751 840 840 110 843 
Other Trantfert ~ - - - - - - 3 4 

Total Current Transfer Payments 23581 20889 30030 38250 42195 47852 52528 - 01095 

TOTAL CURRENT OUTLAYS 29014 33211 38082 447111 52080 59012 05078 70290 75108 
CAPITAL OUTLAYS 

Grooa Capital Formation (b) 153 2n 301 4'12 431 507 903 ... -Net Land and lnt~lble Altet• -12 -15 -21 -31 -52 -100 -111 -81 -72 
Capftal Tr8nlf9r Pajment1 

Gr~t• to Non-Budget Sect~ 201 212 201 256 256 378 503 004 -Grant1to Other Gowrnm1nt1 1sje 1050 1771 2230 2792 31eo 3247 3250 3039 
Grant1to Other Sectorl(c) 103 135 204 239 327 3811 321 303 ... 

Total capital TranNr Payment• 1910 11197 2112 2724 3374 3930 40711 4210 4035 

Table I-Commonwealth Budget Sector Transactions by Economic T~ ($mXcontinued) 

,_ IO-l1 11-82 82-83 13-84 84-85 15-811 

Nat Adval1COI 
To Non-Budget SlctOJ -100 -22 13 113 -11 -17 -102 

ToOlhtr Gowmments - 938 ... 1051 1002 788 m 
ToOlhorSoctoro(d) -103 30 112 112 144 121 114 

TOlalNatAdvance• - 1147 .. 1 1351 1129 910 719 

TOTAL CAPITAL OUTLAYS 2744 3052 3448 4418 .... 5307 5381 

ContlngoncyRooarw - - - - - - ---· - - - - - - -
TOTAL OUTLAYS 31751 30313 41528 49277 - 04319 70439 

TaxAewnue 27541 32780 38071 41113 44917 - -Non-Tu Aevenue 2250 2540 2950 3512 4003 4573 15111 

TOTAL REVENUE 29798 35320 41020 44705 - E7122 84110 

FINANCING TRANSACTIONS 1990 - SOI 4512 7987 -7 5830 

lncfMN in PrOYltklnl 39 21 29 37 20 115 172 

NET FINANCING REQUIREMENT 1820 805 4711 4475 71I07 0582 54151 

(a)Current grant1to PTE'• are claMlfied a11Ubtklie1 and are not Included In GJ~nt1 to the Non-budget eector. 
(b)Grole Capbl Formation cover• tM purchaM or new ftxed a..et1,purchHH ltiM MJt1 of eecondhand llxed atMl• and 1tock1. 
(c)CllptWI grant• to public financial enterprilH, private ent•rpriN1,pereon1 and non-proftt organltation•. 
(d)Net advance• to public flnanclal ent9r1>d111, private ent9fl>l'I••· per10111, non-profit orgenlsation1 and '!Wfi ... I. 

llHl7 17-81 

-123 -31 ... -41 
100 n 
524 -7 

5205 4856 

- -- -1068 

75480 78784 - 74197 
0510 6832 

72184 80829 

2031 -2004 

273 -51 

2351 -2013 

18-89 

71i19 
73N 

1-

7480 
1245 

28353 
1080 
2732 

21480 
9111 

5 

83297 

71245 

511 
-115 

305 
3084 
382 

3721 

-
29 

-124 
392 
297 

4421 

-531 
12121 

13252 
4n5 

88027 ---1111 

-5720 
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TABLE II-Commonwealth Non-Budget Sector Transactions by Economic Type ($m) 

70-80 80-81 81-82 82-83 83-84 84-85 85-88 88-87 
CURRENT OUTLAYS 

Final Con1t.1mptlon Expenditure 731 918 1123 1272 1418 1817 1841 2017 
C1,1rrent Tran1fer Payments 

lnterett 587 ... 886 924 1130 1237 1480 1637 
SubsidiH 18 10 -21 -22 -34 16 110 .... 
PerlOllal Benefit Payment• 2 2 2 3 4 4 4 5 
Grant• to Non-Profit fnttltutiona 8 8 7 7 7 11 18 22 
Other Tran1'9r1 20 30 23 33 31 31 52 53 

Total C«cJrrent Transfer Payment• 631 - 807 945 1138 1209 1684 1711 
TOTAL CURRENT OUTLAYS 1382 1813 2020 2217 2554 2916 3505 3728 
CAPITAL OUTLAYS 

Grotl C.pital Formation (1) 1217 1404 1114 1841 2117 2241 3800 3634 
Net Land and Intangible Anet• 15 13 14 -7 11 4 50 38 
Capital Tran1f•r Payments 2 4 28 32 30 50 53 51 
NetAdvancH 37 25 -4 41 54 27 148 32 

TOTALCAPITALOUT4\YS 1271 1448 1152 1007 2221 2322 3851 3755 
TOTAL OUTLAYS 2633 3058 3872 4124 ~4n5 5238 7356 7483 
REVENUE 

Granl• from the Budget MCtor ... 1111 1385 1587 1723 2053 25'MI 2754 
Indirect IU:H 1 1 - -42 - 3 -48 -124 
lnterett, R9nt, otvfdend1 etc 71 109 133 128 109 155 227 301 
PTE NO! Operating &urplut (b) 525 - 1181 780 1257 1721 1632 2033 
PTEDeproclatkxl 453 538 804 707 ... 854 1050 11118 

TOTAL REVENUE 2113 2488 3083 3170 31184 4788 5627 6180 

FINANCIN<I TRANSACTIONS 520 573 109 945 701 452 1720 1323 
Iner"" Jn noft...i>tpreclmfon ProYlliona 171 1n 185 205 283 25 00 258 
Ntt advancet from Budget NCtor -100 -22 13 183 -18 -17 -102 -123 

NET FINANCING REQUIREMENT ... 418 631 557 548 ... 1741 1188 

(a}Grot1 cap1111 Formation COYefl me purchaM of new fixed a1Mt1,purcha1t1 IH1 tales or ..conahana hxed a11et1 ana increase in stocK6. 
(b)Current grant~ to public Trading Enterpri1n(PTE'1) are clasaifled a~ aublldlea and Included In gro11 operating surplus of PTE's. 

TABLE Ill-Commonwealth Government Sector Transactions by Economic Type ($m) 
70-80 80-81 81-82 82-83 83-84 84-85 15-88 

CURRENT OUTLAYS 
Final Con11Umptlon Expenditure 8164 7200 8575 9813 11301 12"7 14301 
Current Transfer Payments 

Interest 2350 2671 3201 3751 4785 8090 7801 
Subtldl .. ... 1120 1184 1285 1433 1867 1637 
Pereonal Benefit Payments 8781 11085 12852 15655 18380 20856 ~343 
Grants to Non-Prollt ln1tltution1 208 350 488 812 723 882 on 
Grant• to Other Gowmmenta 8105 10343 11423 13182 15017 16509 1"71 
Grant• ov.r ... 1 517 570 858 718 758 840 840 
Other Tran1Jer1 - - - - - - -

Total Curr.m Tranlfer Payments 22085 28110 20784 35203 41075 46644 51160 
TOTAL CURRENT OUTLAYS 29129 33409 38350 45016 52377 58421 65560 
CAPITAL OUTLAYS 

Grou Caph~! Formation (a} 1370 1881 2115 2283 2553 2808 4203 
Net Land and tntanglbl• AP9l• 3 -156 -14 -38 -41 -86 -81 
Capital Transfer Payment• 

Grant1 to0thtir Gowmment1 1548 1650 1n8 2230 2782 3168 3247 
Grant• to Other Sect:OJl(b) 185 130 232 271 368 438 381 

Total Capital Tranlfer Payment• 1711 1780 2010 2501 3158 3802 3528 
Net Advances 

To Other Oowmment1 - 938 888 1056 1002 7 .. n7 
To Otlllr Stctorll(c) ..... 55 108 153 198 155 252 

Total Net Advance• 830 ... 074 1200 1200 054 1030 

TOTAL CAPITAL OUTLAYS 3014 4307 5085 5055 8870 7288 8809 
A1 .. tS&fH - - - - - - -

TOTAL OUTLAYS 33043 3n18 ..... !50971 50247 ..... 74389 
REVENUE 

TaxaUon Revenue 27533 32759 38012 41112 44841 53025 58004 
Interest, Rent, Dfvidend1 etc 1851 2185 2544 3090 3409 3022 5124 
PTE N.C Operating Surplus 825 - 1181 789 1257 1721 1832 
PTE Depreciation 453 .538 804 707 944 854 1050 

TOTAL REVENUE 30462 38138 42141 45698 50451 59522 66910 

FINANCING TRANSACTIONS 2581 1580 1303 5273 8796 7167 7459 

Increase Jn Provisions 210 198 194 242 283 140 262 
NET FINANCING REQUIREMENT 2371 1382 1109 5031 8513 7027 7197 

ta1uro6s uap1ta1 rormat1on cover6 tne purcnase o ne\Pf 1xea assets,purc11ases ass sa es o secondnana 11xeu assets anu mcreaso m stocr;:s. 
{b)Consists of capital grants to public financial enterprises, private enterprises. persons and non-profit organisations. 
(c)Conslsts of net advanc~s lo public financial enterprises, private enterpri~s. persons, non-profit organisations and overseas. 

88-87 

15814 

8707 
1328 

24087 
1130 

1e33o 
810 

3 

55305 

71000 

4180 
-43 

3250 
354 

3804 

548 
132 

878 
8419 -

70428 

88183 
5930 
2033 
1198 

75351 

4on 
531 

3546 

87-88 88-80 

2350 2828 

2089 2138 
326 23 

5 5 
102 88 
93 93 

2814 2327 
4973 5153 

3204 4282 
70 -8 
54 .. 
31 50 

3350 4347 
8332 9600 

3030 3037 
-70 -151 
522 580 

3148 3111 
1872 1003 

8302 1415 

30 1015 
271 288 
-38 20 

-203 700 

87-88 88-80 

16432 1"74 

0140 .... 
1788 1288 

28824 26358 
1044 1154 

20734 21480 
843 •tis 

4 5 

80375 52050 
78807 70824 

3003 4780 
-2 -124 

3030 3064 
402 ... 

3441 3480 - -124 
108 442 
52 311 

7404 ..... - ~ 

83152 an20 

74730 83008 
5580 4808 
3148 3118 
1672 1003 

85148 02633 

-1997 -4913 
220 107 

-2217 -5020 



TABLE IV-Commonwealth General Government Budget Sector Transactions by Economic Type($) 
79-80 80-81 81-82 82-83 

CURRENT OUTLAYS 
83-84 84-85 85-88 88-87 87-88 88-89: . ·~: 

Anal Con11.1mptfon Expenditure 5435 
Current Tr~lfer Pa)'l'Mnta 

11374 7455 8542 8888 11182: 12552 13801 14075 14828 .. ·.~~· 
.. . ·?*· lnterHt 2229 2501 2850 3444 4303 5053 7030 7038 7810 7480 SUblidlH(a) 911 1101 1205 1307 1487 1051 1527 1334 1481 1245 .. 

Pereonal Bendt Payment• 9759 110"3 12850 15852 11371 20852 22338 24082 28819 28353. ;. Grantt to Non-Profit lnllltutlont 292 342 459 805 711 871 959 1108 942 1081 .. Granto to Non-Sudgot Soet0<(a) 712 - 1184 1342 1488 1175 2083 2090 2382 2732 ;·:: _, 
I Grantt to Other Gowmrnent1 9105 10343 11423 13182 15017 18509 1m1 19330 20734 21480 .. 

~ Grantt 0ver .... 517 570 058 718 758 840 840 810 843 sne;.. · OtherTrantfere - - - - - 3 4 5 :. : Total Current Trantfer payment• 23582 21889 30ll29 38250 42195 47851 52529 - 11095 63297 L-. TOTAL CURRENT OUTLAYS 2Q017 332113 38084 44792 52083 59013 85081 70294 75170 71225 i. CAPITAL OUTLAYS 
GroN Capltal Formation (b) 151 274 291 441 430 512 595 534 179 511: . Not Land and lnlongll>lo AINI• -12 -11MI -28 -31 -52 -100 -111 -81 -72 ~115 ~:.' .. Capitol Tron-Paimonts 

~,··:~ 
Grants to Non-Budaot Sact0< 201 212 201 255 255 378 503 - 148 Grant• to Other Gowmment1 1541 1850 1771 2230 2782 3118 3247 3250 3038 Gr.nts to Olher Stcton(c) 1113 135 204 239 327 381 328 303 348 

Total Capital Tran~ Payment• 1910 1 ... 7 2183 2724 3'17' 3930 4078 4217 4035 3721 :" . ·:~3'79. 

TABLE IV-:ComlllOflW9lllth General Government BudgetSec:tor Transactions by Economic Type(SXcont.) 
78-IO &0-11 11-82 ll-13 83-84 ...... 15-81 88-87 ....... 

ToNon,8udtot 8octor -100 -22 13 183 ~11 -17 -102 -123 
To0th9f~t 191 938 Ill 10151 1002 789 m 541 

T..J~•«IJ -103 30 112 112 144 121 114 100 
803 941 ""1 1351 1121 910 719 523 

TOTAL CAl'tTAL OUTI.AYS 2742 3040 3442 4415 4UO 5302 5351 5193 
Aolots.lff 
Contlrigonciy Ro-

TOTAL~YS 3175 31311 41521 49277 - 14315 70432 75417 

...., !REVENUE 
27541 327IO 3&071 411&3 44917 53040 - 88354 t.,, T.,cMlon Awinue 

v. Non-Tu:AIWnue 2242 2535 2971 3582 4081 4571 5808 1513 

TOTAL REVENUE 29780 35315 41042 44715 41971 57119 84805 72817 

FINANCING TAANIW;)TIONS 1- - 484 4512 7815 - 15127 2820 

-..1nl'rovl-• 39 21 29 37 20 115 172 273 -51 -179 ::: ;:; •11; 
'·.;': ~ : ·' ,_.. 

NET FINANCING REQUIREMENT 1930 975 455 4475 7815 "511 5455 2347 ~2021 -5749: :• ·~, 

(•)Current granta tO PTE'• are dalllhd ai 1Ublldlt1 arid ar• riot Included In Grant• to th• Non-budget teetor. 
(b)GrOM ~ Formllllon cOwrt tM purchaM of new tlx9d a11et1,purcha1111 .. , NIH of MCOndhand fi_xed .... 11 and incrnN In 1Cock1. 
(c)Capltl.1 grant• to pubHc ftnanclal enterpri111, private enterprt1H,pereon1 and non-profit organlNtiont. 
(d)Net advance• to public ftnanclal enttrprlMt, prlva'• enterprlMt, per.001, non-profit organl .. t1on1 and overeeas. 
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TABLE V-Commonwealth General Government Non-Budget Sector Transactions by Economic Type($) 

CURRENT OUTLAYS 
Anal Conlumption Expondlture 
Current Transfer Payment• 

ln-
SUblidlH 
Penonal Bene~t Payment• 
Grant• to Non-Profit lnllitutlon1 
Other Tranlflrt 

Total Current Tran1fer Payment• 
TOTAL CURRENT OUTLAYS 
CAPITAL OUTLAYS 

G.-Capltatformatlon(a) .... I NelL.a:ndandlntanglbloANlt• 
~ Capital Transfer P1)'1Mnt1 

l!OIAdvoncoo 
TOTAL CAPITAL OUTLAYS 
TOTAL OUTLAYS 
REVENUE 

Granto from tt1e Budge!-°' 
lndlrecttaxH 
l-..i. Flont, Dlvldendottc 

TOTAi.. REVENUE, 

ANANCING TRANSACTIONS 
'lncrNN in Provj!!ono 

Nl;f FiNAN!)JNG ~~UIREMENT 

79-IO 80-81 11-12 12-83 83-84 84-85 85-18 88-87 17-18 18-8"1 ... . :~ 

731 811 1123 1272 1411 1117 1141 2017 2358 212<1:··~: 

4 1 1 1 1 4 e 1 s 1: -~:::·,::-!.~~ 
18 19 -21 -22 -34 18 110 -e 325 23 • . ." . .f.43· 
2 2 2 3 4 4 4 5 15 5 :; . . ,.;,. 
1 8 1 1 1 11 18 22 102 ea: .. : .. ·:.Ii' 
1 1 1 5 5 I 2 I ::::;: !'.::'-'; 

29 37 -10 -11 -22 40 143 34 438 109 
700 
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2 
2 

-1 
31 -
33 
2 

31 

955 1113 1291 1.w.t 1957 19&4 2051 2791 2135 

140 
1 

1111 
1 
8 

1191 -2 

-ae 

200 
3 

21 

1315 
-40 
12 

1357 

-5 
-3 

-2 

289 
-1 
32 
13 

11!87 
-42 

11 

1571 

23 
4 

18 

213 
5 

38 
10 

1723 -20 

1-
37 
17 

20 

315 
5 

50 
13 

2053 
3 

30 

20N 

24 
5 

19 

134 
21 
53 
18 

2511 
-41 
37 

21555 

58 
23 

33 

... 
5 

51 
25 

2754 
-124 

87 

2727 .. 
53 

40 

701 
17 
54 
31 

3030 
-7o 
117 

3127 

474 
.7 

417 

254 : ~ ~:/\ij 
7: ':·:.,15-. 

4;J"{i)~ 

i,('./i~ 
110 -

(a)Groee capttal Formatior1COwrt the purch•• of new fi~9d antt1,purcha1H len NIH of ..condhand ftxld 1Htt1 and lncrH• In ~ock1. 

TABLE VI-Commonwealth General Government Sector Transactions by Economic Type($m) 
78-80 81!-81 81-12 12-53 13-54 84-55 85-55 85-87 87-88 8H8i:~ 

CURRENT OUTLAYS 17754n~r 
Final Con11.1mpdon Expenditure 511!8 7282 8578 11114 11304 12nsa 14383 15818 11434 

Current Tranefer Payment• 
7.U ;~·,_~7315' 

lnterelt 2233 2508 2851 3445 4384 5857 7035 7842 7'114 

SUbtldlH 934 1120 1184 1285 1433 1587 1137 1321 1785 .=t'.~~~ 
Per11011al Benefit Payment• 8751 11055 12852 15855 18380 20858 22343 24087 2'1824 

Grants to Non-Proftt lnltltutlon• 288 350 488 512 723 882 877 1130 1044 

·~EH~ 
I 

Grant• to Other Government• 8105 10343 11423 13182 15017 15508 1m1 19330 20734 

Grant10....r1N• 517 570 558 718 758 840 840 810 843 

Other Tran1fer1 - - - 3 4 5". ... 
Total Current Tranlfer Payment• 22848 25858 29434 34897 40705 46211 50004 54030 58149 eoee7 :'?95103 

TOTAL CURRENT OUTLAYS 29014 33248 38012 44711 52008 58990 84997 70248 75583 78421 ~.::J3594, 

CAPITAL OUTLAYS 110':: m' 
Grooo Capitol Formation (a) 411 414 4111 730 713 1147 1129 1222 1380 

Net Land and Intangible Al•t• -10 -118 -25 -32 -47 -95 -00 -70 -55 -108 ~- . :101: 

Capital Tranllfer Payments 3084" 3417. 
Grants to Other Government• 1548 1850 177& 2230 2792 3118 3247 3250 3038 

Grant• to Other SectoH(b) 185 138 232 271 - 431 381 354 402 308 : ... 455 

Total Capital Tran,fitr Payment• 1711 1788 2010 2501 3158 3502 3e28 3504 3441 3400 -:-.-· :3922 
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INDEX TO BUDGET PAPER NO. 1 

This index lists subjects referenced in. Budget Paper No. I. Most references are 
listed as they appear in the text, however, some have been inverted to bring the 
first keyword to the front (cg Animal Health Laboratory-Australian) and others 
have been grouped under a common keyword (cg Public Sector). Major functions 
in Statement No.3 appear in bold type. 

Aboriginal-Employment Programs 

-Education 

-Health. 

-Housing 

ABSTUDY 

ACT Administration and Government 

-Effect on Budget A88I'cgates . 

ACT Taxes and Charges 

AIDS (Acquired Immune Deficiency Syndrome) 

AUSSAT Pty Ltd 

AUSTEL (Australian Telecommunications Authority) 

AUSTUDY 

Admlalstratl•e Serdces . 

Administrative Services, Department of 

Administrative Sector Classification . . 

Adult Migrant Education Program ( AMEP) 

Age pensions and allowances . 

Aerodrome Local Ownership Plan (ALOP) 

Aerospace Technologies of Australia Pty Ltd (ASTA) . 

Aerospace and Information Technology 

Afforestation Program, National 

Agricultural, Forestry and Fishing Industries 

Air Safety and Search and Rescue 

Air Transport 

Animal Health Laboratory, Australian (AAHL) 

Antartic Division • 

Antartic, rebuilding. program 

Antartic, research program 

Apprentices 

Arts, Sport, the Environment, Tourism and Territories, 
Department of . 

Page 

3.242 

3.614 

3.109 

3.156, 3.161, 3.170-2 

3.79, 3.80 

1.15 

4.36, 4.37 

3.87, 3.96, 3.108, 
3.110, 3.111 

3.187 

3.187 

3.78-79, 3.98 

3.13, 3.31, 3.298 

3.35, 3.40, 3.261, 3.305 

7.3, 7.17, 7.20 

3.80-1 

3.122, 3.124 

3.185, 3.188 

3.46, 3.48, 3.58 

3.223 

3.206, 3.217 

3.202, 3.205-7, 3.304 

3.188 

3.187-3.190 

3.218, 3.290 

3.295 

3.286 

3.287 

3.175-6 

3.35, 3.311 



Asset Sales ............... . 

Assistance for Isolated Children Scheme (AIC) • 

Assistance to Other Governments . . . . . . 

Atomic Energy Commission, Australian (AAEC) 

Attorney-General's Department , . . . . . 

Australia Council. . . . . . . . . . . . . . 

Australia Post (Australian Postal Corporation) . 

Australian Industry Development Corporation (AIDC) 
Balance ............. . 

Bass Strait Freight Adjustment Scheme . . . . • . . 

Bicentennial Authority, Australian . . . . . . . . . 

Bicentennial Road Development Program, Australian 
(ABRD) ........ . 

Borrowings of the Public Sector . 

Broadcasting . . . . . . . . . . 

Broadcasting and Television Station Licence Fees 

Bureau of Agricultural and Resource Economics 

Bureau, of Consumer Affairs . . . . . . . 

Bureau of Criminal Intelligence, Australian 

Bureau of Meteorology . . . , . . . • . 

Bureau of Mineral Resources, Geology and Geophysics 

Bureau of Statistics, Australian (ABS) . . . . . . . 

CES ..................... . 

CRAFT (Commonwealth Rebate for Apprentice Full-time 
Training) ................... . 

CSIRO ........ . 

Capital Gains Tax (CGT) . 

Child Care ...... . 

Child Support . . . . . . 

Children's Services Program 

Classification Changes, in Budget Statements 

Coal Export Duty . . . . . . . . 

Coal Freight Rate Efficiency Scheme 

Coastal Surveillance 

Coastwatch . . . 

Com care 

-General. 

3.14, 3.341 
3.78, 3.81 
3.14, 3.31, 3.314 
3.289, 3.292 
3.35, 3.41 
3.176 
3.184, 3.187 
4.39 
5.3, 5.5, 5.8 
3.219 
3.176 

3.184 
6.19 
3.170-4 
4.36 
3.218 
3.256 
3.271 
3.257 
3.202 
3.305 
3.248 

3.239 
3.203; 3.287, 3.289, 

3.291 
4.13,,4.28 
3.132 

3.121, 3.133, 3.267 
3.134, 3.135 
7.10 
4.34 
3.219 
3.270 
3.270 

3.309 
-Classifications of Transactions . . . . . . . . 7.16 

Committee to Advise on Australia's Immigration Policies 
(CAAIP) . . . . . . . . . . . . . . . . . . . . 3.311 

Commonwealth-'Cuh Balances . . ., • 

-Debt .•..•... 

-Government Securities . 

-Public Account . . . . 

Commonwealth Banking Corporation • . 

Commonwealth State Housing Agreement (CSHA) 

Community Empfoynient.Program (CEP) · ... 

5.8 
5.11 
5.8 
7.2 
4.39 
3.140, 3.154, 3.351 
3.237 

Community Services and Health, Department of 3.35, 3.98, 3.101, 
3.112, 3.145 

Community Tniining Program (CTP) . . . 3.241 
Community Volunteer Program (CVP) . . 3.241 
Community Youth Support Scheme (CYSS) 3.241 
Companies and Securities Commission, Natjonal (NCSC) 3.256 
Coml"1"y Income Tax-Capital Gajns Tax 

-General. ... . 
-Measures .. . 

Conciliation and Arbitration Commission 

Constitutional Commission . . • • . . . 

Construction Services, Australian (ACS) . 

Co1tl~~y R'ele"e . . . . . 
Country Towns Water Supply Improvement Program 

(COWSIP) ....... . 

Co~ and .Legal. Services . . • 

Crime Authority,, National (NCA) 

Criminology . . . . . 
Cultiri· ._., Recreatloa . • . . . 

eustOmi· DUty . . • . . . • . . 

Dairy Corporation, Australian (ADC) . 

Debits Tax •....... 

°';~-;-PubJic Secto~ .•.. 

Deb~ ~~cc to the States 
Debt Management 

Defemce,,. •••• 

Defence Housing Authority (DHA) • 
Defence Industries Pty Ltd, Australian (ADI) 

Defence Service Homes 

4.28 
4.27 
4:11 
3.247 
3.263 
3.311 
3.14, 3.338 

3.257 
3.266-8 
3.266, 3.271 
3.270 
3.11, 3.30, 3.167 
4.34 
3.212 
4.34 
6.25 
3.325 
5.8, 5.10, 5.11 
3.9, 3.30, 3.35, 3.41, 

3.42, 3.43 
3.56-7 
3.43, 3.48, 3.58, 
3.112, 3.153, 3.160; 

3.341, 3.343, 4.38 
Deficit • . . ., ..... , . 5.3, 6.19 

Development Co-Operation Treaty with Papua New 
Guinea . . . . • • . . • . . • • . 3.273, 3.277 



Development Import Finance Facility • . . . . . 
Diplomatic Communications Network, Australian • 
Director of Public Prosecutions 
Disability-Pension . . . . 

-Service Program . . 
Dividends and Other . • . . . 
Domiciliary Nursing Home Care Benefits 
Dramatic Art, National Institute of (NIDA) 
Drug Programs, National . . • 
Economic Statement, April 1989 
Economic Type Classification . 
Education ......... . 
Electoral Commission, Australian . 

Emergency Aid and Refugee and Relief Assistance 
Employment; Education and Training, Department of . 
Employment, Educatfon and Training, National Board 

(NBEET) ........... , ...•... , 
Energy Research Development and Demonstration Council, 

National .......•..• 
Environment Assistance Program . . 
Environmental Statement, July 1989. 

Equity and Merit Scholarship Scheme . 
Excise Duty . . . . . . . . . . . . 

Export Market Development Grants Scheme (EMDG) 

Factor F ..........• 
Family Allowance . . . . . 

Family Allowance Supplement 
Family Court . . . . . . . 
Family Law ....... . 
Federal Airports Corporation (FAC) 
Federal Water Resources Assistance Program (FWRAP) . 
Fertiliser Subsidies . . . 

Film.Industry . . . . . . . . . . . . . 
Finance, Department of . . . . . . . . . 

Financial Affairs and Fiscal Administration 
Financial Assistance Grants . . . . 
Financing Transactions . . . • . . 
First Home Owners Scheme (FHOS) 
Fishing Industry . . • . . . • . . 
Force Development Program (FOP) 

3.281 
3.273, 3.275, 3.283 
3.266, 3.268 
3.126 
3.129 
4.39 
3.103, 3.105 
3.17 
3.108; 3.269 
4.4, 4.6 
7.9 
3.9, 3.30, 3:63 
3.203 
3.280 
3.35, 3.145, 3.248 

3.278, 3.289, 3.294 

3.231, 3.290 
3.273 
3.165, 3.209, 3.217, 

3.231 
3.273, 3.278 
4,31 
3.199, 3.200, 3.204, 

3.206, 3.229 
3.101 
3.119, 3.131, 3.134 
3.119, 3.132, 3.134 
3.268 
3.265 
4.39 
3.163, 3.217, 3.257-8 
3.199, 3.206, 3.216 
3.71, 3.176 
3.36, 3.41, 3.304 
3.304 
3.321 
5.8 
3.150, 3;159 
3.210, 3.218 
3.269 

Forelp AtJalrs aad Oversea• Aid . . . . 
Foreign Affairs and. Trade, Department of . 

Forestry Development 
Fringe Benefits· Tax (FBT) 

Functional Classification 
Galleries •..•..... 
General Capital Assistance 
General aad Sclentlftc Research 
General Government-outlays and revenue 

-PSBR ..... . 

General Revenue Assistance . . . . . . . 
Gordon-below-Franklin Compensation (Tas) 
Government Accounting Conventions . . . 
Grants for Industrial Research and Development (GIRD) 

Greenhouse Effect . 

Handicapped persons 
Health ...... 
Health Grants . . . 
Health Insurance Commission (HIC) 

Health, Australian Institute of . . . 
Heavy Engineering Adjustment and Development 

Program 
High Court ................ . 
Higher Education . . . . • . . . . . . . · . 
Higher Education Administration Charge (HEAC) 
Higher Education Contribution Scheme (HECS) 

Home Acquisition Assistance 
Home and Community Care (HACC) 

Horticulture Subsidies . . . . . . • . 
Hospital Services and Benefits . . . . 
Housing Assistance to Other Governments . 
Houslq and Community Amenities 
Immigration, Local Government and Ethnic Affairs, 

Department of . • . . . . . . . . . • 
Individuals Income Tax-Capital Gains Tax 

-General 
-Medicare Levy 
-Other Individuals 
-PAYE ..... 
-Prescribed Payments System • 

-Rates Scale .•...... 

3.13,. 3.31, 3.272 
3.36, 3.41, 3.275, 3.283 
3.217 
3.239, 3.311, 4.30 
7.9 
3.175 
3.324 
3.13, 3.31 
6.10 
6.19 
3.321 
3.328 
7.3 
3.224, 3.226 
3.257, 3.286, 3.288, 

3.296 
3.129 
3.9, 3.30, 3.86 
3.88, 3.92, 3.93 
3.92, 3.93, 3:101, 3.103 
3.106 

3.223, 3.245 
3.267 
3.66, 3. 70, 3.295 
3.71 
3.69, 3.70 
3.160 
3.105, 3.123, 3.125 
3.213 
3.87, 3.95, 3.98, 3.99 
3.154 
3.11, 3.30, 3.147 

3.36, 3.41, 3.311 
4.28 
4.25 
4.27 
4.26 
4.25 
4.27 
4.46 



Industries Assistance Commission . , . . . 
Industrial Relations Commission, Australian 
Industrial Relations, Department of . , . . . 
Industrial Research and Development (R&D) 

Industrial and Agricultural Machinery . 
Industry Assistance and Denlopment . 
industry Training . . . . . . . . . , . . 

Industry and Regional Employment Assistance . . . 
Industry, Technology and Commerce, Department of 
Institutional Classification of the Public Sector . . . 
Inter-State Commission . 
Interest Revenue . . . . . . . . . . . . 

International Dev~lo~~e~t ·~i~ta.nc~ ~~r.;.u: ~~t~i;a~ 
(AIDAB) ............. , ...... . 

International Financial Institutions 

Interstate Road Transport . 
Invalid Pensions . 

Isolated Children . 
JOBSTART .. . 
JOBTRAIN .. . 
Job Search Allowance 
Jobs, Education and Training (JET) 
Labour and Employment . . . . . 
Land Settlement . . . . . . . . '. . . . 
Land Transport Program, Australian (ALTP) 
Law Reform Commission, Australian 
Law, Order and Public Safety 
Legal Aid ..... 
Legislative Services 
Life Insurance . . 
Loan Consolidation ~nd Jnvestmen~ ~~~; 
Loan Council . . . . . . . . . . . . . 

Local Government Development Program . . . . . . 
Local Government and Community Housing Assistance 
Manufacturing Industry . . . . . . . . . . . 
Marine Science, Australian Institute of (AIMS) 
Maritime Museum . . . . . . . . . . . . . 
Maritime Services . . . . . . . . . . . . . . . 
Meat and Livestock Corporation, Australian (AMLC) 
Medical Research . .. .. . . .. .. .. . .. 

Medical Services and Benefits. . . . . . . . . . . . 

3.256 
3.247 
3:36 
3.11, 3.30, 3:203, 

3.206, 3.220, 3.224. 
3.222 
3.199 
3.241 
3.245 
3.36, 3.202 
7.3 
3.198 
4.38 

3.65, 3.281 
3:273, 3.276, 3.279, 

3.280, 3.281 
3.193 
3.119, 3.128, 3.130 
3.78 
3.239, 3.244 
3.239, 3.244 
3.136, 3.138 
3.239, 3.244 
3.12, 3.30, 3.234 
3.216 
3.191, 3.193 
3.268 
3.13, 3.3 i, 3.264 
3.267 
3. i 3, 3.31, 3.260 
4.10 
3.332, 5.10 
3.324, 3.331 
3.162 
3.156 
3.220 
3.287, 3.289, 3.295 
3.174 
3.197 
3.214 
3.106, 3.1 to 
3.89, 3.9i-6 

Medicare ... 

Medicare Levy . 
Migrant Education 
Mining Industry . 
Mobility Assistance . 
Mortgage and Rent Relief . 
Multicultural Australia, National Agenda 

Murray-Darling Basin Commission 

Museums ..•... 
NEWSTART .••...... 
NSW Growth Centres 
National Capital Planning Authority . 
Natural Disaster Relief . . . . . . 
Natural Resources Development and Management 
New Enterprise Incentive Scheme (NEIS) 
Nominated Loan Funds . . . . . . . . . . . . 
Non-Taxation Revenue . . . . . . . . . . .. 

North Queensland Rainforest Labour Adjustment 
Package .....•..•...•.... 

Nuclear Science and Technology Organisation, Australian 
(ANSTO) .................. . 

Nurse Education . . • . . . . . . . . . . . . . . . 
Nursing Home Subsidies and Domiciliary Care Services . 
Occupational Health and Safety Commission, National 

(NOHSC) ............. . 
Office of Labour Market Assistance (OLMA) 

Office. of Nationai Assessments . . . . . 
Office of Parliamentary Counsel . . . . 
Office. of the Supervising Scientist (OSS) 
Otber Economic Services . . 
Other Individual Income Tax 
Other Taxes, Fees and Fines . 
Outlays of the Public Sector-by Institutional Sector 

-by Level of Government 

-concept 

Overseas Aid 
Overseas Borrowinp . . 
Overseas Property Services 
Overseas Students . . . . 
PAYE ....•.... 
Papua New Guinea-Budget Support 
}'arks and Wildlife Service . 

3.88, 3.91-3, 3.98, 
3.111 

4.27 
3.80-1 
3.205, 3.218 
3.244 
3.140, 3.156 
3.112, 3.162, 3.176, 

3.256 
3.217 
3.175 
3.239, 3.244 
3.153, 3.164 
3.163 
3.203, 3.327 
3.204, 3.208-10 
3.244 
3.154 
4.37 

3.245 

3.287, 3.289, 3.292 
3.97-8 
3.91, 3.103-6 

3.248 
3.245 
3.269 
3.263 
3.165 
3.12 
4.26 
4.35 
6.8 
6.8 
7.5 
3.275-8 
5.10 
3.283 
3.72, 3.278 
4.12, 4.25 
3.277-8 
3.178 



Parliament House, New . . . . . . . . 
Parliament House Construction Authority 
Parliamentary Departments . . . . . . 
Patent, Trade Marks and Designs Office . 
Pathology ..•.•...... 
Pensioner Health Benefits (PHB) • 
Pensioner Housing Assistance • . 
Pensioner Rebate • . . . . . . 
Petroleum Products Freight Subsidy Scheme 

Pharmaceutical Services and Benefits 

Pipeline Authority . . . . . . . 
Police, Australian Federal (AFP) 
Pollution Abatement and Control 
Portfolio Classification . . . . 
Post-Graduate Research Awards 
Prescribed Payments System . . 
Prices Surveillance Authority 
Primary Industries and Energy, Department of 
Primary Industry Levies and Charges . . . 
Prime Minister and Cabinet, Department of 
Prime Minister's Science Council . 
Property Group, Australian (APG) 
Property Operating Expenses 
Property Sales . . . . . . . . 
Protective and Custodial Service 
Provisional Tax Uplift Factor 
PSBR .....•.... 
Public Debt Interest . . . 
Public Financial Enterprises 
Public Hospitals . . . . . 
Public Sector-analysis of . 

-borrowing requirement (PSBR) 
-definition 
-financial assets 
-indebtedness . 
-liabilities ... 
-outlays and revenue 
-size of ..... . 
-trends in (transactions) 

Public Trading Enterprises-general 
-PSBR .. 

Publishing Service, Australian Government (AGPS) 

3.33, 3.260-1 
3.261 
3.261 
3.256 
3.94-5 
3.100 
3.156 
3.116, 4.47 
3.204, 3.231-2 

3.87, 3.89, 3.91, 3.99, 
3.100-3 

3.165, 3.196 
3.267, 3.269 
3.165 
7.9 
3.71 
4.27 
3.256 
3.36, 3.202, 3.217 
4.36 
3.36, 3.41, 3.311 
3.287, 3.294 
3.306, 3.311 
7.11 
3.306 
3.270 
4.19, 4.26 
6.19, 6.21 
3.14, 3.31,. 3.330 
6.27 
3.95-99 
6.6 
6.19 
6.3 
6.21, 6.26 
6.25 
6.26 
6.8, 6.10 
6.6 . 

6.8 
6.4, 6.10, 6.14, 6.24 
6.19 
3.311 

Purchuing and Sales· Group • . . . • • . · • • · · 

QANTAS ••.... • • . · • · • · · • · · · • 
Quarantine and Inspection Services, Australian (AQIS) 

Rail Transport . . . . • • . . • • • · . • 
Railways Commiuion, Australian National • . 
Rehabilitation Service, Commonwealth (CRS) 

Rent Assistance . . . 

Repatriation Hospitals 
Research Council,.Australian (ARC) 

Reserve Bank of Australia • • . . . 
Resource Aucsament .Commission 
Retirement Benefits.Office,. Australian Government 

(AGRBO) ... · · · · 
Retirement Income Measures • 
Revenue-General . . . • . · 

-Longer Term Trends 
-Measures 
-Concept ...•. 

Revenue of the Public Sector 
Road Transport . • . . . . 
Royal Australian Mint • . . 
Royal Coll1J11ission-Aboriginal Deaths in Custody 
Royal Flying Doctor Service . 
Royalties-Petroleum 
Running Costs . . • 
Rural Adjustment . 
Salca Tax-General 

-Recycled Paper 

Schools .••••.. • • 
Science and Technology 

Sea Transport · . . · 
Second Sydney Airport 
Sccuritica Commillion,.Australian (ASC) 
Security and Intelligence (incl ASIO) . . 

Self-government f9r the ACT · . · · · 
Scrum Laboratorica, Commonwealth (CSL) 

Service Pension 
Shipbuilding • • 
SicknCll Benefit 

Skilll Traihina • 

3.303, 3.311 
3.190 
3.202, 3.204, 3.208, 

3.216 
3.194-5 
3.194 
3.129 
3.115, 3.124, 3.137, 

3.150 
3.97, 3.98 
3.287, 3.289, 3.294, 

3.295 
4.39 
3.165 

3.308 
4.6 
4.24 
4.41 
4.4, 4.46, 4.49 
7.5 
6.8, 6.13 
3.191-3 
4.40 
3.268 
3.109 
4.40 
3.37 
3.201-2, 3.208, 3.216 
4.30 
4.21, 4.53 
3.73-7 
3.286, 3.287, 3.294, 

3.296 
3.196-7 
3.181 
3.255, 3.256 
3.269 
3.306 
3.108, 3.110 
3.127 
3.2()9, 3.222 
3;136 
3.241 



Skillshare • •. . · ·, • • • . . 
Saclll Secarlly ... Welfare . 
Social Security-Rebates • . 
Social Security, Department of • 
Soil Con..rvation • . . . . . 
Sole Parents Pe111ion . • • . . 
Special Broadcasting Services (SBS) 
Sport ..•..•....... 
Standards Association of Australia 
Standards Commission, National 
Statistical.Services . . . • . 
Steel and Heavy Engineering 
Student Assistance • . . . . 
Superannuation-General • . 

-C~fication of PTE Tr&111&ctions 
Superannuation. Funds Tax 
Supreme Court of. the ACT . . . . . • • . . 
Surplus .••....•...••...•. 
Survey and Land foformation Group, Australian 

(AUSLIG) ........•... 
Tasmanian Freight Equalisation Scheme . 
Tax File Number • . . • . • . 
Tax Revenue .......•.... 
Taxation Office, Australian (ATO) . • • 
Technical and Further Education· (TAFE) . 
Telecom (Australi&n Telecommunications Corporation) 
Tertiary Education . . . . . . . •• 
Textiles, Clothing and Footwear (TCF) 
Tourism Industry . • . . . . • . . 
Tourist Commission, Australian (ATC) 
Trade Commission, Australian (AUSTRADE) 
Trade Practices . . • . . . . • . . . . 
Trade Training .•...•....•. 
Trade Union Training Authority, Australian 
Trainccship System, Australian (ATS) 
Tr&111port and Communications, Department of 
Tnaport ... C-.ulcatlo• . . . . . . . . 
Tr&111port and Cominunication Business Entcrprilcs 
Tr&111port and Storage Group 
Treasury Bonds . • . . . 
Treasury Notes 
Treasury, Department of 
Unemployment Benefit • 

3.241 
3.10, 3.113 
3.115, 3.121;·4.47 
3.37, 3.41, 3.145 
3;206, 3;217 
3.119; 3:132 
3.170-2 
3.177 
3.257 
3;257 
3.305 
3.225 
3.77 
3.301, 3.307 
7:10 
4.6, 4.29 
3.268 
5.3 

3.303; 3;311 
3:196 
3:115, 4.52 
4:25, 4.42 
3.304 
3.71 
3.184, 3.187 
3.61-71 
3:221 
3.227 
3.202, 3.205, 3.227 
3.202, 3.228-9 
3;256 
3.239 
3.248 
3.240 
3.37 
3.1 i, 3.30, 3.181, 3.186 
4.39 
3.311 
3.331 
3.331 
3.37,. 3.41, 3,304 
~.119, 3.i21, 3.135-7 

United Nations Programa . . . . 
Uranium Industry • • • . . . • 
Urban and Regional Development 
User Charging in Common Services . 
Veterans and Dependants .... 

Veterans' Affairs, Department of . 
Veterans' Children Education Scheme (VCE) 
Water Resources Development and Management 
Waterfront and Shipping Reforms 
Wheat Board, Australian (AWB) 
Withholding Tax • . . . . . . . 
Womens Health Program . . . . 
Wool Corporation, Australian (AWC) 
Wool Tax •.•..... 
Workplace Reform Program • • • . 

World Heritasc Listing • . • . . . 
Young Homeless Allowance (YHA) 
Young People, Strategy for 
Youth Access Centres 

3.281 
3.205 
3.162 
3.301, 3.305 
3.93, 3.95, 3.97, 3.104, 

3.126 
3.145 
3.81 
3.217 
3.182, 3.197 
3.211 
4.29 
3.87, 3.110, 3.111 
3.211 
3.205, 3.211 
3.247 
3.206, 3.209, 3.217 
3.136, 3.138 
3.115, 3.138 
3.250 


