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Second Reading
(Budget Speech)
Mr  SNEDDEN  (Bruce treasurer )
(8,1) | move:

That the Bill be now read a second time.

In doing so | present the Budget proposals.

Amongst these are important proposals
to improve social service and repatriation
benefits, to provide new forms of assistance
for rural industries, notably wool, and to
increase considerably our expenditure on
defence. There will be minor tax concesy
sions which, like the social service propoy
sals, are oriented towards the claims of
children and students.

We will also bring down measures to
increase revenues and charges.

THE ECONOMY

' Even more than usually the Government
has this year found it necessary to shape
its Budget to serve an overriding economic
purpose. Australia is in the grip of
Inflationary pressures. The rate of increase
in costs and prices is already fast and has
tended to become faster. This is a serious
condition. If allowed to develop unchecked
it will cause increasing economic and
social hardship to many people, add to the
burdens of rural industries already
depressed, disrupt developmental plans of
great promise and undermine the rich posy
sibilites of growth which our future
unquestionably holds. So far as lies in our
power as a government we are determined
to combat this pernicious trend, slow it
down and hobble it.

Until last financial year, inflation had
not, for almost a decade, been a matter for
serious concem with us. Through a long,
unbroken phase of expansion it had
usually been present in some degree but it
had never gained much ground. Over the
five years 1965 to 1969 average weekly
eamings rose by 65 per cent peryyear and
consumer prices by 3.2 per cent per year.
These were years in which our population
and employment increased steadily; at no
time did unemployment exceed 15 per
cent of the work force.

These facts establish that, in this
country, we can have strong, sustained
economic ' growth and continuous full,
employment of resources with only a mody

erate degree of cost and price inflation.
This is a vital fact, a reyassuring fact. It
demonstrates that, in undertaking, to bring
the current more serious form of inflation
under control, the Government has not
embarked upon any futile task. We accept
that the Government must take the lead
this we are doing bu t we must have the
coyoperation of the community. We would
be lacking in duty to ignore our responsiy
bility or fail to take that action which lies
within our hands as a government.

In some respects, the last two financial
years have gone along much as did the
preceding years. If anything, .1969y70 was
somewhat above the trend employmen t
rose by 4 per cent and last year employy
ment rose by 3.7 per centagai n above
the trend. In both years there wes a notay
ble, further strengthening of our external
payments and reserves position., This pery
formance was achieved despite the further
decline in the overall position of the rural
industries, amounting to a severe slump in
the case of wool. This tended to offset and
mask the growth of the other sectors of
the economy.

That having been said; it is in these 2
years that cost and price inflation have
gathered pace. Average weekly earnings
rose by 89 per cent in 1969y/0 and by
over 10 per cent last year. In the earlier
year, the Consumer Price Index rose by
3.2 per cent; but last year by 4.8 per cent
and by the June quarter the underlying rate
of increase in prices was above 6 per cent.

The factors which have caused these
increases cannot be disentangled, still less
quantified. Undoubtedly, a significant part
of the impetus has come from wage
increases in various forms. These increases
have reflected the level of demand and a
willingness on the part of employers, under
pressure, to pay more for labour.
Apparently it has been possible lo pass on
increased'costs, wholly or partly; in higher
prices. It is probably more helpful to think
of an interyacting set of conditions than to
look for a single dominating cause. But it
is important to appreciate that a costyprice
sequence can become a selfyactivating
force so that cost increases lead to price
increases and these to further cost
increases.

In general, as we se the problem, there
has been and still is a powerful upthrust of
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costs, stemming largely though not wholly
from large wage claims relentlessly pury
sued.

There has also been and still is an overy
strong pressure of demand in some sectors,
the effects of which spill over into other
areas. Owver tbe past couple of vyears,
expenditure has been running very high in
nonyresidential construction and, to a lesser
extent, on the purchase and installation of
capital equipment. It has also been running
very high in the public sector, both Comy
monwealth and State.

In the very big area of consumer spendy
ing there appears to have been a growing
rate of increase in recent months. This isa
critical area because of the massive addiy
tional call on resources there would be if
consumer spending did rise more rapidly.
This could be made possible by the big
increase  in personal disposable incomes
that has occurred and by the large buildy
up in savings bank deposits over' recent
months. That it might happen is evidenced
by a sharp growth in retail sales, at an
annual rate of 12 per cent, between the
recent March and June quarters. It is a
development which we must have very
much in mind.in assessing the economic
outlook. It would be calamitous for a geny
eral demandytype inflationary pressure to
be superimposed upon and exacerbate prey
sent cost pressures.

Therefore it is essential to achieve the
right rate of increase in demand through
the year. It must be high enough to make
possible full employment of the labour
available ne w labour as well as existing
labour. At the same time it must not be so
high as to facilitate and encourage further
cost and price increases. Since, as | have
said, demand .has been running too high in
some sectors, this indicates the need for a
degree of restraint on demand. Onre obviy
ous direction in which restraint should be
applied is that of public authority spending
in its various forms.

THE EXPENDITURE PROBLEM

" While the Budget provides for substany
tial increases in expenditures to meet prey
sent and high priority needs in social wely
fare, the rural sector and defence, the
Government has nevertheless been ruthless
in pruning expenditure proposals.
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There are, of course, large segments of
the Budget where there is relatively little
scope for pruning. There are large areas
notably in our payments to the States
where expenditures are determined by
formula or by formal agreement. There are
other areas notabl y welfare and repatriay
tion wher e rates of benefit and the
number of beneficiaries determine our outy
lays. Again, there are strong constraints
with our expenditure on defence. Taken
together, payments to the States, welfare
and repatriation, and defence this year
constitute considerably more than twoy
thirds of total Commonwealth expendiy
tures. | need hardly add that a substantial
increase in expenditure on many governy
ment services and activities was unavoidy
able because of sharply increased wages
and salaries and other costs includin g an

extra payyday this year.

The overall increase in our expenditures '
would, however, have been much larger
but for a determined pruning of expendiy
ture proposals. It may be fairly said that
this year has seen the most rigorous
restraints on proposals for expenditure for
many years. We propose’ to continue to
exercise this restraint and we have decided
to limit the growth in the numbers
employed fullyjtime under the yPublic Sery
vice Act to 3.1 per cent in 1971y72 To
assist in controlling the growth of expendiy
tures, we have arranged that, in future, all
Commonwealth Departments will prepare
for the Government's consideration expeny
diture estimates for a further 2 yeals
beyond each budget year. This will clarify
the longeryterm implications of individual
proposals in the context of the emerging
overall expenditure situation and will
enable the Govemment to act earlier in
relation to developing trends.

In terms of the conventional Budget prey
sentation, total expenditure this year is
estimated at $8,833m, an increase of
$728m or 9.0 per cent. This figure does
not allow for the effect on interyyear comy
parisons of the transfer of payyroll tax to
the States. After adjusting for that factor,
the increase in expenditure would be
$987m or 12.2 per cent compared jwith the
actual increase of 13.8 per cent in expeny
ditures last year. The success of our
restraints is seen in the more meaningful
figures of the Commonwealth's outlays in
Australia. After adjustment to remove the
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estimated effects of the transfer of payyroll
tax to the States, our outlays in Australia
are estimated to increase by 11.7 per cent
compared with the actual increase of 14.9
per cent last year.

THE EXPENDITURE ESTIMATES
Defence

The Govermment has made an assessy
ment of our strategic situation in the light
of changes which are occurring in our
international relationships.

With further improvements in the secuy
rity situation in South Vietnam, and the
growing capacity of that country to provide
for its own defence, reductions in the Ausy
tralian Force, Vietnam, have already been
possible. The Prime Minister will make a
statement in this Session. Arrangements for
the disposition of our forces in the Malayy
sia/Singapore area within the Five Power
arrangement are proceeding Vvery satisfacy
torily.

The Defence Vote p IS
$1,2524m. This is $117m, or 103 per
cent, more than last year.

Some $66m of the increase is for pay
and salaries. New rates recommended by
the Kerr Committee for other ranks will
apply as from the beginning of the next
pay period, and actual payment will be
made as soon as regulations are proy
mulgated. The Minister for Defence will
make a statement on the new pay strucy
ture.

Expenditure on new capital equipment
and works is estimated at $227m. This is
about $32m more than last year. Major
equipments to be delivered this year
include ten Skyhawk aircraft for the Navy,
thirteen Macchi Trainer aircraft for the
Navy and Air Force, twelhe Light Obsery
vation Helicopters for the Army and comy
munications equipment and armoured pery
sonnel carriers. An amount of $6.2m will
be spent on the development of the Naval
base at Cockbum Sound and on Leary
month Airfield on North West Cape. There
will be a small increase in expenditure on
defence aid programmes.

Payments to the States
| believe that recent developments have
led to a significant improvement in Comy
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monwealthystate  financial arrangements.
The new grants formula settled in June
1970 is increasing Staterevenuesconsidery
ably. More recently the agreement to
transfer payyroll tax to the States has
improved their capacity to raise their own
revenues. We count that agreement as a
major coyoperative achievement between
the two branches of Government. The prey
sent aim is that the transfer of this tax
should take effect as from 1 September
1971. On that basis, the offsetting reducy
tions in the States’ financial assistance
grants will result in total allocations to the
States from the Commorwealth Budget
increasing by only an estimated 888m to
$2,93 Im.

In addition, the States will receive an
esimated $259m from payyroll tax at the
existing rate and a further estimated $90m
if the rate is increased by | per cent as
they have indicated. Thus, after allowance
both for Commonwealth allocations and
revenue from their new tax, the States are
estimated to receive S3,280m, an increase
of $437m or 15 per cent on the compary
able figure for last year.

The Commornwealth will continue to
impose payyroll tax at the rate of H per
cent in the Australian Capital Territory
and the Northern Territory. Details of the
arrangements will be given when legislation
to amend the States Grants Act 1970y1971
and the Commonwealth's payyroll tax legisy
lation is introduced into Parliament. There
are two aspects of particular importance.

First, local govermment authorities will
benefit by an estimated $6m this year and
$Bm in a full year through the Commony
wealth meeting the cost of exempting the
nonybusiness  activities of such authorities
from payyroll tax as from the date of
transfer. This decision by the Commony
wealth has been warmly welcomed by all
local authorities.

Secondly, while accepting that payyroll
tax would be a useful addition to their revy
enue resources, the States emphasised that
the fullyyear costs of the abnormally high
wage and salary awards granted by various
wageyixing bodies to State Government
employees last year would still make it very
difficult for them to cope with their proy
spective 1971y72 budgetary situations.
Accordingly, the Commonwealth agreed to
pay the Steles special nonyrecurring revenue
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assistance of $40m this year as well as an
amount of about $22.4m associated with
the transfer of the payyroll tax.

The allocations to the States include an
amount of S860m for the State works and
housing programme approved by the Loan
Council. This amount, which includes an
interestyfree capital grant of nearly $210m,
involves an increase of $37ra or 45 per
cent on last year's programme. In addition,
the Commonwealth makes available to the
States a wide range of capital payments for
specific purposes, such as roads, education
and the development of resources. These
payments are estimated to increase by
around 11 per cent to $406m. Consistent
with the effort we have made right across
the Budget to restrict increases in expendiy
ture as far as possible, the increase in these
specific purpose capital payments is almost
entirely a result of commitments entered
inlo prior to the current year. We shall be
bringing the same attitude of rigorous
restraint to all proposals for new specific
purpose capital . commitments coming
before us in the year ahead.

Social Welfare

Expenditure on social welfare and repay
triation constitutes the largest single item
of the Commonwealth's own expenditures.
Social services, repatriation benefits, health
services, housing and other welfare activiy
ties will involve this year an expenditure of
$2,095m. This is $268m more than last
year. Of this increase, $78m represents the
cost in 1971y72 of current proposals for
improvements in social welfare. The full
year cost is $108m. Further details are
given in Statement No. 10.

AGE, INVALID, WIDOWS' AND SERVICE
PENSIONS

The Government has pursued its policy
of assisting those most in need. There will
be higher pensions for those who are
wholly or substantially dependent on their
pensions. The standard rate pension payy
able to single people and widows with chily
dren is to be Increased by $1.25 to $17.25
a week. The married rate of pension will
rise by $1.00 a week for each person to
give a married couple who are both peny
sioners a combined maximum pension of
$30.50 a week.
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Pensioners now receiving pensions at the
current maximum rate and those who
received part of the increase of 50c a week
given in April this year will receive the full
increase of $1.25 or $1 a week. Pensioners
who narrowly missed qualifying for any
part of the April increase will receive part
of the present increase so that their total
income will not be less man that of maxy
imum rate pensioners with full allowable
means.

The allowance for the nonypensioner
wife of an invalid pensioner and the allowy
ance for the nonypensioner wife of an age
pensioner who is permanently incapacitated
or who has a dependent child, have been
reviewed. The wife's allowance will be
increased by $1 to $8 a week.

Increases are also proposed in the addiy
tional pensions payable where a pensioner
has dependent children. The first child will
attract an increase of $2 a week and each
other child $1, bringing the payment for
each child in a pensioner's care to a uniy
form rate of $4.50 a week.

The increases will apply, where approy
priate, to rehabilitation and sheltered
employment allowances, tuberculosis allowy
ances and longyterm sickness benefits. The
proposed increases in the wife's allowance
and pensions for children will be extended
to the dependants of those receiving unemy
ployment and sickness benefits. Compary
able increases will also be made in service
pensions payable under the Repatriation
legislation.

CHILD ENDOWMENT

To assist young families, endowment
will be increased by 50 cents a week for
each child under the age of sixteen years
in excess of two in a family. The rate of
payment for children under 16 years in
institutions will also be increased by 50c a
week.

REPATRIATION

~ We propose a number of improvements
in Repatriation pensions and allowances.

The special rate pension payable to a
totally and permanently incapacitated war
pensioner will be increased by $350 to
$42.50 a week.
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The mtermediate rate war pension, payy
able to those able to work only partytime
or intermittently, will be increased by
$1.75 to $30.25 a week.

War widows' pensions will be increased
by $1.25 to $17.25 a week. The rates
'payable for their children will be increased
by $1 for the first child and $2 for the
second and each subsequent child, making
the pension for each child $7 a week. The
pension for a child who has lost both
parents will be increased by .$2.to $14 a
week. Also to be increased are the addiy
tional allowances payable to war peny
sioners who require an attendant andy to
those who have suffered amputation of one
or more limbs or the loss of an eye,

WAR SERVICE HOMES

The maximum loan under the War Sery

vice Homes Scheme will be increased from
$3,000 to $9,000. Pending assent to the
necessary legislation, applications for the
increased loan will be accepted from eligiy.
ble new purchasers and borrowers. As soon
as the legislation is assented to, applicay
tions will be accepted, in conformity with
existing policy and within the new loan
limit, for additional loans for essential
extra accommodation and approved utility
services. An amount of S60m has been
provided, under advances for capital pury
poses, for War Service Home.

COMMONWEALTH HOUSING ASSISTANCE
TO THE STATES

We have adopted a new approach to
Commonwealth assistance to the States for
housing. Under the previous Commony
wealthyStae Housing Agreements  such
amounts as were nominated for housing by
each State out of its annual Loan Council
borrowing programmes were advanced by
the Commonwealth at a rate of 1 per cent
below the longyterm bond rate. The States
will continue to determine the amount of
their annual Loan Council borrowing proy
grammes to be allocated to housing. Howy
ever, the Commonwealth will no longer
make housing advances at concessional
interest rates to the States but instead will
offer direct grants to help the States cony
tinue to provide housing for lower' income
groups.

Subject to conditions, designed to mainy
tain the Home Builders' Account arrangey
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ments, we propose, in respect of State
. housing activities in each year from 1971y
72 to 1975y76, a basic grant of $2.75m a
year payable for a period of 30 years.
Because this annual grant is cumulative, we
will be committed to pay over $412m to
the States during the next 34 years. We
also propose a nonycumulative grant of
$1.25m each year for the next five years as
a contribution towards the cost to the States
of reduced rents for families they regard as
being in need of this assistance. The Comy
monwealth will also offer to advance all the
funds to be spent by the States on building
homes at the Commonwealth's request for
serving members of the Forces thu s relievy
ing the States of the obligation to use a
portion ofytheir housing funds for this pury

pose.

The Minister for Housing will elaborate
on these proposals.

ROYAL FLYING DOCTOR SERVICE

There will be an increase in the operay
tional subsidy payable to the Royal Flying
Doctor Service from $180,000 per annum
for the triennium just completed to a new
yearly rate of $315,000 for the triennium
1971y74. In addition, the Government will
continue to provide a capital grant at the
same rate of $170,000 per annum as has
applied for the past three years.

Education

The Commonwealth is meeting a
significant share of the cost of education
throughout Awustralia, both through the
support it gives to State budgets and by
direct expenditure under Commonwealth
programmes.

In 1971y72 Commonwealth payments to
the States for particular types of expendiy
ture on education are expected to exceed
$200m. The bulk of these payments
about SI 28m i s for universities and coly
leges of advanced education. This figure
includes a special allocation to assist these
Institutions IN meeting the cost of excepy
tional increases in nonyacademic salaries.
In its own territories the Commonwealth
expects to provide about $77m this year.

The number of advanced education
scholarships will be increased from 2,500
to 4,000 awards from the beginning of
1972. There will also be 200 new awards
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for students in teacher education who cony
template  joining the Commonwealth
Teaching Service. Expenditure on the
various scholarship programmes this year
is estimated at $43.7m compared with
$384m last year.

Taken as a whole, Commonwealth direct
expenditure on education is estimated at
almost $346m, or 14 per cent more than
last year. The value to taxpayers of deducy
tions for education expenses Is estimated to
be $7Sm this year.

External Aid

The estimates provide for an increase of
$9Im in external economic aid to developy
ing countries including Papua New
Guinea. As explained in Statement No. 8,
a greater increase could conceivably
emerge later in the year. Bilateral aid (exy
cluding Papua New Guinea) will increase
by 8 per cent in 1971y72. Further details
are set out in that Statement.

For the first time, Australia in 1970
exceeded the internationally accepted ‘one
per cent' target for the total flow of finany
cial resources, both official and private, to
developing countries. The probability is
that we shall do so again this year. In
terms of the amount of official developy
ment assistance extended to developing
countries, expressed as a percentage of
Gross National Product, Australia was
ranked third in the world in 1970, for the
fifth year in succession, by the Developy
ment Assistance Committee of OECD.

Assistance to Industry

Commonwealth assistance to industry
takes a variety of forms including payy
ments to industry, special taxation concesy
sions, and contributions to promotion and
research. Last year, Commonwealth assisy
tance under these three heads amounted to
$658m, of which payments to industry
accounted for $317m. Details are givenin
Statement No. 9.

Commonwealth payments to industry are
expected to total $37Im or $54m more
than last year. Export incentive payments
are expected to total $S3m, industrial
research and development grants $13m, net
expenditure by way of subsidy to shipy
building $10m and payments of petroleum
search subsidy $8.6m.
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Rural industries continue to encounter
serious difficulties in export markets;
countries of the European Economic Comy
munity adhere to a protective Common
Agricultural  Policy and many other
countries pursue policies aimed at agriculy
tural selfysufficiency. There seems to be
little prospect that these difficulties will
ease.

In considering the amount of assistance
to be provided from the Budget this year
for rural industries, the Government noted
that farm income in 1970y71 is estimated
at about $810m, about $265m less than
the year before'. This has had an impact
not merely on the producer but on rural
communities generally.

The Government has given high priority
to measures aimed at giving support to
farmers whose enterprises are basically viay
ble, but who are burdened with an excesy
sive amount of shortyterm .debt or whose
properties could with advantage be built up
to a larger size. To finance schemes of
debt reconstruction and farm buildyup, an
amount of $4m weas paid to New South
Wales last year and a further $40m is
provided this year for payment to the
States.

Provision is also made for payment to
the States of $115m under the marginal
dairy farms reconstruction scheme. Payy
ments last year were $3.1m.

Advances for capital purposes include
$10m for the Commonwealth Development
Bank to help finance an extension of the
Bank's operations to include loans to farmy
ers to build up the size and operational
efficiency of their farms.

In these various ways the Government
has demonstrated its willingness to assist
farmers to adjust to the changes that are
occurring in the rural sector. For those
farmers not in a position to achieve comy
mercial viability, the Commonwealth will
introduce a retraining scheme. Details will
be announced by the Minister for Labour
and National Service. The rural reconstrucy
tions scheme also provided for rehabiliy
tation assistance wher e this is necessary
to alleviate personal hardshipt o those
farmers obliged to leave rural'industry.

The Government has given particular
consideration to the position of those
farmers substantially dependent on their
income from wool. The collapse in. wool
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prices during 1970 brought them to a
figure & low as that ruling in 1948 when,
of course, costs were much lowver.

The Awustralian Wool Commission's
operations have had a stabilising effect on
wool prices. As already announced by the
Minister for Primary Industry, the Governy
ment will continue to support the Commisy
sion in its reserve pricey operations on the
same basis as in'the past season, subject to
regular reports and review by the Commisy
sion on Its purchases and buying limits.
Last year the Commonwealth made availy
able to the Commission $12m for working
capital to finance purchases of wool and
an arrangement was negotiated with the
trading banks to. provide up to $34m to
the Commission for this same purpose.
This latter amount is not yet fully drawn.
Advances for capital purposes include a
further $10m to be advanced to the Comy
mission as working capital .should this be
needed.

The Budget provides, in addition, $4m
against a possible loss by the Commission
and S3.7m towards the costs involved in
handling wool included in the Price
Averaging Plan.

The Government has decided that proy
ducers of wool should be given additional
assistance this year, and will introduce a 1y
year scheme of deficiency payments in
respect of the 1971y72 wool clip.
Deficiency payments will be a percentage
of market realisations, calculated from
time to time so a to ensure that, on
average, growers receive for shorn wool
other than specified inferior types accounty
ing for about 10 per cent of shomn
wool a return corresponding to a price
for the whole clip of 36c a pound greasy.
Under this method individual growers will
retain an incentive to obtain the best posy
sible price for their wool. The
legislation will be introduced by the Minisy
ter for Primary Industry as soon as pracy
ticable.

Provision is made in the Budget for
expenditure of $60m under this scheme in
1971y72. Some expenditure will also be
involved next year in respect of wool sold
towards the end of the season. In calculaty
ing the possible total commitment, the
Government has, of course, had to assume
a figure for likely market proceeds from
sales of wool in 1971y72. However, accuy
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rate estimation of this figure is scarcely
feasible because of the many factors that
have a bearing on it and the expenditure
estimate | have mentioned is subject to a
considerable margin of uncertainty.

The phosphate fertilizers bounty will be
extended to 31 December 1974. Expected
expenditure this year is $38m.

The 1yyear additional bounty on 1970y
71 butter and cheese production is to be
extended to 1971y72 production at a lower
rate. Expenditure on butter and cheese
ﬁunties this year is expected to be almost

Oom.

A Syyear stabilisation plan for the apple
and pear industry will be introduced, at an
estimated cost in 1971y72 of $3m.

Payments to rural industries, details of
which are given in Statement No. 9, are
expected to total $275m tha t is, S65mM
more than last year.

The Commonwealth has assisted primary
producers affected by drought by reimbursy
ing State Governments where they are
involved in substantial relief expenditures
of an abnormal nature. Last year we
provided nearly $14m to New South Wales
and Queensland and this year we will cony
tinue to assist the Queensland Government
in financing relief measures and restocking
assistance.

The situation in the wine industry has
been kept under close review by the Govy
emment. Having considered the report of
an interydepartmental committee, we have
decided not to alter the existing duty on
wine. However, the problems currently
affecting some growers in the industry are
well recognised and will be kept under
review by Commonwealth, State and indusy
try authorities in conjunction with the
Agricultural Council.

The Export Payments Insurance Cory
poration Act will be amended to enable a
buyers' credit scheme to help Australian
exporters of capital goods. The Minister
for Trade and Industry will introduce the

necessary legislation.

Advances for Capital Purposes

It is estimated that advances for capital
purposes will increase by $47m to $495m.
Last year the increase was $83m.
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The largest increase $56mi s in the
advance to Qantas to meet payments on
new aircraft. This item represents a
transfer to Qantas of the proceeds of
drawings against certain loans raised overy
seas for aircraft purchases; it does not
involve any domestic outlays.

The amount to be provided to the Post
Office from the Budget is $255m $8 m
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to increase by S84m, or 15 per cent. This
large increase is in part explained by the
additional public service payyday in 1971y
72 which takes SI6m and in part by the
fullyyear effect of salary increases awarded
fast year. The Government is concerned
about the rate of growth of departmental
expenditure and has taken action to curtail
it. It is proposed to initiate within the

more than last year. The remaining finance Government a review of the existing funcy

for its capital programme will be provided
by the Post Office from internal
resources mainl y depreciation funds.

Post Office charges were increased last
year, but increases in wage and salary
levels have been much larger than were
expected. The full year cost of wage and
salary increases awarded in 1970y71 is estiy
mated at $77m. Were charges to be left at
their existing levels, a loss of more than
$30m would be incurred this year. This
would require either a substantial reducy
tion in the Post Office capital programme,
and consequently in the level of services,
or a provision from the Budget much
larger than our overall financial position
would justify. To avoid such a loss, and to
help infinancingthe capital programme, it
is proposed to raise charges to increase
Post Office receipts by about $50m in
1971y72. Details will be given to the
House by the PostmasteryGeneral.

A further capital payment of $12.5m is
to be made this year to the Australian
Industry Development. Corporation. The
payment made last year was $25m. There
are substantial reductions also in various
other advances, including those for the
Snowy Mountains HydroyElectric Authoy
rity and the Australian National Airlines
Commission.

Other Capital Works and Services

Expenditure on other capital works and
services is estimated to be S262m, an
increase of $22m.

There will be an additional $9m for new
hospital construction in the Northern Tery
ritory and the Australian Capital Territory,
and an additional $4m towards construcy
tion of the new standardygauge line
between Port Augusta and Whyalla.

Departmental Running Expenses

Departmental running costs are estimay
ted, at current levels of salaries and costs,

tions and activities of departments. It is
not expected that this review, which will of
necessity be spread over some months, will
lead to substantial additional economies in
the current financial year. In the longer
term, however, the Goverment aims to
achieve further economies which should
ensure that the rate of increase In departy
mental expenditure is restricted to the
absolute minimum consistent with the exey
cution of Commonwealth functions of vital
importance to the national ywelfare.

Other Expenditures

SUPPORT FOR THE PERFORMING ARTS

Grants in support of the performing arts
will be increased to $4.5m. Details to be
announced by the Minister for the Enviry
onment, Aborigines and the Arts will show
increased funds for further, development of
the Australian Opera Company and
Orchestra.

ABORIGINAL ADVANCEMENT

An amount of $14.35m will be available
for expenditure from the Aboriginal
Advancement Trust Account mainly for
special programmes of housing, health and
education. This is an increase of $3.1m or
28 per cent. Grants to the States will be
increased by 31 per cent to $9.2m and
expenditure on study and secondary grants
for the education of Aboriginal children is
expected to increase by 52 per cent to
$3.8m.

In addition, expenditure on Aboriginal
advancement by or on behalf of the
Northern  Territory ~ Administration is
expected to amount to more than SI6m.

RETIREMENT PENSIONS AND ALLOWANCES

Existing Commonwealth Superannuation
Fund and Defence Forces Retirement
Benefits Fund pensions, which were last
increased in 1967, will again be increased
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by the notional salary method, using salary
and pension entitlement levels ruling on 30
June 1971.

The estimated cost of the increases is
$115m this year, but the net cost, to the
Budget is estimated at $6.2m because a
large part of the cost will be met by the
Post Office and other authorities outside
the Budget.

A comparable adjustment of existing
pensions payable under the Parliamentary
Retiring Allowances Act will also be made
at an estimated cost of $78,000 this year.

The notional salary method is complex
and experience has shown that it generates
anomalies and inequities between peny
sioners. The Government proposes to
examine simpler and more equitable
methods of adjustment with a view to
future application on a regular basis. .

THE BUDGET STRATEGY

We see itas a critically important objecy
tive of our policy to combat the inflationy
ary forces now running in our economy,
and it is against this objective that 1 now
come to explain the strategy of this Budget
and our decision to raise additional revey
nues.

Although cost increases and the price
increases which follow them may be due,
in the first instance, to increases in wages
and other cost elements, they are without
doubt stimulated and made possible by
conditions of strong demand for resources.
Hence, if resistance to such cost increases
is to be stiffened, as it must be, there has
to be a sufficient degree of restraint on
potential demand for resources, particuy
larly in those sectors where it is obviously
running too high. y

The chief instruments available to the
Government and its related authorities are
the annual Budget, the. effects of which are
spread over the ensuing year, and monety
ary measures taken by the Reserve Bank in
collaboration with the Government.

| said earlier, one of the maost expansive
sectors of demand has been public sector
expenditure, of which Commonwealth
expenditure comprises ya large share.
Obviously, therefore; we had to make this
our first target, and 1 have described the
steps we have taken to slow down the rate
of increase in this source of demand.
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Since there will still be, within Australia,
a considerable increase in Commonwealth
spending, it must at least be offset by an
increase in  Commonwealth  domestic
receipts from taxation and other sources of
revenue. But if, as we believe, there is need
to apply a wider restraint than this and
exert a steadying influence on the upward
course of demand in the economy, the rise
in these receipts should more than cover
the increase in expenditures. In other
words, there has to be a larger surplus of
domestic receipts over domesticy expendiy
tures. The practical question is how much
larger this surplus ought to be.

After considering this question in depth
the Government reached the view that it
should seek a somewhat larger domestic
surplus than the $550m envisaged in the
1970y71 Budget. Because subsequent events
added heavily to our expenditures and our
revenues were adversely affected by the
Senate rejection of our legislation on the
States' receipts duty, the domestic surplus
last year proved to be $460m. We s this,
however, as an adventitious result, hardly
to be taken a a guide for what should be
sought in 1971y72

For some time there has been a prospect
that monetary liquidity would rise excesy
sively. This has been due principally to the
rapid buildyup of our owverseas reserves
which in turn has been due to excellent
results on our external trading account and
the sustained high level of capital inflow.
The effect is to add to the financial
resources available to people and instituy
tions within Awustralia over and above
those derived from domestic sources.
Obviously this must operate to facilitate
higher levels of expenditure at a time when
these are already high.

Achievement of a domestic surplus, by
which more is withdrawn in revenues than
is put forth in expenditures within Ausy
tralia, works against this tendency for
liquidity to rise to excess. Net sales of
securities to the public, together with mony
etary measures such as restraints on bank
lending, operate in the same direction. In
the prevailing and foreseen economic cony
ditions, it will be necessary to maintain a
restrictive monetary policy and, as wes the
case last year, to encourage sales of gowy
emment y securities.  The relationship
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between the Budget and monetary condiy
tions is discussed in some detail in Statey
ment No. 3.

From what we see now, the influences
tending to produce excess liquidity could
continue strongly in 1971y72 This provides
a further reason for seeking to achieve a
large domestic surplus. The figure we have
decided upon is $630m, which is S80m
more than the amount for which we
budgeted last year.

THE REVENUE ESTIMATES
Before allowing for revenue measures
which | will discuss later, it is estimated
that total receipts this year would be
$8,654m, an increase of $624m, or 7.8 per
cent. However, if adjusted to allow for the
transfer of payyroll tax to the States, the
figure comparable with , actual receipts last
year would be $8,913m, an increase of 11
per cent. The basis of these revenue estiy

mates is discussed in Statement No. 5.

Because of cost increases, we are proy
posing to increase some charges. Governy
ments are not immune to cost increases
and users of govemnment services rathe r
than the general taxpayer shoul d be
required to meet these costs. However, to
achieve a domestic surplus of $630m it is
necessary for us to seek additional tax revy
enue in thisfinancialyear of $157m.

Taxation Measures

To decide upon the particular taxes by
which this additional revenue would be
raised proved to be a matter of some
difficulty. In the present context the object
of any tax increase is to moderate developy
ment of demand and that can be done
either by taxes on incomes or by taxes on
spending tha t is, taxes levied on comy
modities. The latter form of taxation has
the drawback that it adds to prices. Taxes
on incomes are more likely to be free from
this consequence although it is sometimes
argued that company tax increases eventuy
ally find their way into prices. On balance,
the Government has decided to seek the
major part of the additional revenue it
needs in 1971y72 from taxes on certain
company income and on personal incomes
and the lesser part from increases in cusy
toms and excise duties on petroleum prody
ucts and tobacco products. Our proposals
are accordingly as follows.
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Company Tax

At present, the first $10,000 of a comy
pany's taxable income is generally taxed at
a lower Tae than the balance. We have
concluded that the present concessional
rates are no longer warranted. In reaching
this conclusion we have been mindful not
only of revenue requirements but also of
the fact that the rates were adopted in ciry
cumstances largely different from those
now prevailing and that, in some instances,
these provisions have been the basis of tax
minimising schemes by some taxpayers. We
therefore consider this change as a move
not merely producing additional revenue,
but also as one towards a sounder and
more equitable system of company tax. \We
propose that the rates applied to the first
$10,000 of taxable income, including shady
ingyin and special rates, be. increased by 5c
in the dollar. Friendly Society Dispensaries
whic h have a uniform rate of 37% per
cent wil | not be affected. The general
public company rate of 47£ per cent will
therefore apply to the whole of the income
of public companies other than income
taxed at special rates. For private company
ies the rate on the first $10,000 of taxable
income will be 37+ per cent and the rate
on the balance will remain at 421 per cent.
These changes, which will apply to
incomes of companies .for the income year
1970y71, are estimated to yield $24m this
year.

A consequential change will be made to
the rate on the first $10,000 of 1971y72
investment income of a superannuation
fund that does not invest a sufficient proy
portion of its assets in public securities, as
these funds are taxed at the same rates as
mutual income of a life insurance comy

pany.

Personal Income Taxation

It is proposed to raise a large part of
the balance of our revenue requirements
through the personal income tax rather
than add further to sales tax. Accordingly,
we propose to increase the 2i per cent
levy to 5 per cent. This increase is estimay
ted to yield $68m this year. The new scale
of tax instalment deductions from wages
and salaries will operate from 1 October
1971.

The levy will not apply to tax calculated
under the age allowance. Consequently the
upper limits of the shadingyin ranges of the
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age allowance will increase. Apart from
that, it is not proposed to change the age
allowance.

It is proposed to liberalise certain deducy
tions allowed to personal income taxpayy
ers. Tbe deductions in question relate to
education, a matter to which we attach
great importance, and to child adoption exy
penses. We propose that the maximum
deduction allowable for education expenses
of a dependent fullytime student child be
increased from $300 to $400 per annum.
We also propose that education expenses
will be allowable deductions in respect of
such students under 25 years instead of
under 21 as at present. Consistently with
that, we shall increase to 25 years the age
at which a student ceases to qualify as a
dependant for purposes of the dependant's
allowance. Finally, it is proposed that a
deduction be allowed for legal expenses
and court costs of the kind normally
incurred by a taxpayer in adopting a child.
It is estimated that the cost to revenue of
these concessions will be $405,000 this
year and $6,350,000 in a full year.

Customs and Excise Duties .

We shall need to raise more revenue
than will be yielded by the measures |
have just mentioned. Accordingly, we proy
pose to increase the rates of customs and
excise duties on cigarettes and cigars by
50c per Ib and on manufactured tobacco
by 25c per Ib. It is estimated that these
increases will yield $21m this year.

We also propose to increase by 2c a
gallon the customs and excise duties on
motor spirit, automotive distillate used in
road vehicles operating on public roads,
aviation turbine fuel and aviation gasoline.
These changes are estimated to yield $43m
this year.

For some years there have been exempy
tions from excise for coal tar and coke
oven distillates produced as a byyproduc!
in the process of converting coal to coke.
The Govemnment is satisfied that the ciry
cumstances giving rise to the exemption no
longer have force, and has decided to
remove this exemption where these distily
lates are used as substitutes for or in
admixture with motor spirit. It has also
been decided to remove the current excise
exemption for condensate produced from
natural casing head gas when it is used in
admixture with motor spirit in internal

combustion engines. These are
estimated to save the revenue $1.3m in
1971y72

The' net effect of the various taxation
proposals | have just outlined will be to
increase revenues this year by $ 157m.

As promised when the investment allowy
ance for manufacturing plant and equipy
ment was suspended, the Government has
given further thought to the transitional
provisions but hes decided against amendy
ment of the legislation.

Miscellaneous Charges
LISTENERS' AND VIEWERS' LICENCES
Listeners' and viewers' licence fees were

last increased in October 1968. Since then,
the gap between receipts from licence fees
and expenditure in providing and maintainy
ing the National Broadcasting and Televiy
sion Service has increased because of
mounting wage costs, extension of televiy
sion to lesserypopulated .country areas and
development of programme services.

It is proposed to increase licence fees,
other than the special rates payable by
pensioners, to yield Slim in 1971y72 Fury,
ther details will be provided by the Posty
masteryGeneral.

LIGHT DUES

To help meet the rising costs of providy
ing marine navigation aids, it is proposed
to increase light dues tha t is, charges to
shipping for the use of these faciliy
ties fro m 20 cents to 22 cents per net
registered ton per quarter. The increased
charges will apply from 1 October 1971
and are estimated to yield $480,000 this
year.

PHARMACEUTICAL BENEFITS PATIEN T
CHARGE

The Government has for some time
been greatly concemed at the mounting
cost of the Pharmaceutical Benefits
Scheme. The charge payable by patients
has been 50 cents since the charge wes
adopted in 1960. In that year the cost of
the Scheme wes $49m; last year it was
$160m. A charge of 50 cents, appropriate
eleven years ago, cannot be regarded as
appropriate today. Accordingly, the Gowy
emment proposes to introduce legislation
to increase the charge to one dollar. As a
result of this change it is estimated that
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Commonwealth  expenditure  this year
under the Pharmaceutical Benefits arrangey
ments will be reduced by about $16m.
Pensioners and their dependants enrolled
in the Pensioner Medical Service, who are
entitled to free pharmaceutical benefits,
will continue to be exempt from any
charge. Special arrangements will be made
for those persons enrolled in the Subsidised
Health Insurance Scheme to continue to
receive pharmaceutical benefits for the prey
sent contribution of 50 cents for each prey
scription.

AIR NAVIGATION CHARGES

In recent years there have been annual
increases in rates of air navigation charges
in accordance with the Governments poly
icy that the air transport industry should
progressively meet a greater proportion of
the costs of airports and airway facilities.
A Working Group of departmental officers
and airline representatives  will shortly
complete a report, in which the airlines are
making submissions concerning the costs
they should meet. A decision on air naviy
gation charges will be taken by the Gowy
emment after consideration of the report.

CONCLUSION

Fiscal action can exercise a pervasive
effect, but the Government's capacity to
deal directly with inflationary pressures
arising primarily from cost' pressures is
more limited. We have already taken some
action in areas where we have power to do
0 and the Government has under active
study various other aspects of the problem
of excessive cost increases. I might meny
tion, in this budget context, that the Gowy
emment is considering what might be done
by way of strengthening the arbitration
system and, in particular, bringing more to
the forefront the economic consequences
of decisions which are taken within that
system. When these studies have been
completed, we will consider whether fury
ther measures should be taken to cope
with the problem of excessive cost and
price increases.

| must refer to the escalating level of
industrial unrest. Working days lost
through industrial disputes in the first five
months of 1971 topped the high rate of
last year by nearly 25 per cent. In the past
three years the annual loss of working
days has been 1.1m, 20m and 2.4m. But it
is not the direct losses of production and
wages from this rising tide of militancy
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which are so disturbing as the fact that cony
frontations in industry are often resolved
only at the cost of grossly inflationary wage
settlements. The real costs to the community
of tbe stimulus to inflation which such
settlements provide dwarf, | venture to
suggest, the direct losses from prolonged
stoppages. If the inflationary trend is to be
contained, a halt will have to be called to
this process.

| need hardly add that the Government
will do all it can, by persuasion and examy
ple, to encourage those in the private secy
tor who make decisions directly affecting
wages and other costs, profits, and ultiy
mately prices, to have at all times in the
forefront of their consideration the broad
national interest. Let mc say too that we
are very conscious of the problems posed
for manufacturers and other businesses by
inflationary tendencies and other economic
trends.

In striving to restrain the forces of
inflation, the Government has been cony
cemed to ensure that this Budget does not
contribute to a situationy where demand
pressures might be superimposed upon cost
pressures. There may be some who believe
that we should have taken that risk and
allowed demand to have its head. At least
in the short term, this would have been the
easier and perhaps the more popular
course. But in our view it would not have
been the right way nor the responsible
way. We will be keeping the whole situay
tion under very close review throughout
the year s0 as to make any adjustments in
policy which might prove to be necessary.

As it is, we believe the Budget will not
discourage the real growth of the econy
omy. Given the anticipated growth in proy
ductive capacity, there should be scope for
growth in the demands of the private secy
tor. There is scope for a real lift in the
standard of living which should be shared
by many who would otherwise be the
undefended victims of inflation and the
selfyseeking of stronger, more aggressive
groups.

On its own, the Budget cannot, of
course, ensure that the nations' objectives
are achieved. But this Budget, concerned
as it is with the high national objectives of
social welfare, economic strength and
national security, provides the essential
framework for the attainment of these
national goals.

Debate (on motion by Mr Whitlam)
adjourned.
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STATEMENT No. 1 SUMMAR Y OF THE 1971y22 BUDGET

THE ECONOMIC CONTEXT

The 197172 Budget has been framed in a context of rapidly increasing costs and prices,
a relatively tight labour market and the prospect of increased pressures on resources in ihe
year ahead. Gross national product at constant prices increased less rapidly in 1970y71
than in the preceding year, but is expected to grow somewhat faster in 1971y72

1970y71

Estimates of the main components of gross national product and gross national expendiy
ture in 1970y71 are given in detail in the document 'National Income and Expenditure
1970y71' presented with the Budget Papers. In terms of constant prices, the estimates show
that gross national product increased in 1970y71 by 3.9 per cent, with nonyfarm product
increasing by 4.4 per cent, and farm product declining by 1.2 per cent. Gross national
expenditure increased by 2.8 per cent at constant prices. Of its main components, personal
consumption expenditure is estimated to have increased by 2.7 per cent, private capital
expenditure by 5.0 per cent, and public sector spending (current and capital) by 2.2 per cent.

In current prices, the main changes in 1970y71 from 1969y70 shown by the estimates
are:

0 an increase of 9.7 per cent in gross national product, comprising an increase of
11.4 per cent in the gross value of nonyfarm product and a decrease of 12.0 per cent
in the gross value of farm product;

P an increase of 9.7 per cent in gross national expenditure, including increases of 8.9 per
cent in personal consumption, 2.1 per cent in private gross fixed investment in housing,
15.6 per cent in other private gross fixed investment and 11.0 per cent in public
expenditure on goods and services,

e moderate growth in both imports and exports, although in the outcome there wes an
exoess of exports over imports of goods and services of $10 million compared with an
excess of exports over imports of $4 million in 1969y70.

Also in 1970y71.

a there was a sharp acceleration in the rate of increase of money wages and prices,
especially in the second half of the year;

0 although the labour market tended to ease over much of the year, the total movement
wes relatively small.

1971y72

In 1971y72, gross national product at constant prices seems likely, on present indications,
to increase by something over 5 per cent; an increase similar to the average in recent years.
Average employment in 1971y72 is expected to increase by a little under 3 per cent; the rise
in nonyfarm productivity may be about 2.5 per cent. There is, of course, considerable
uncertainty at this stage of the season about the likely moverment in farm output but this
forecast assumes a moderate increase.

Demand is expected to accelerate in 1971y72. In particular, a faster growth of consumer
spending is likely, given a delayed impetus by the strong recent growth in money incomes
and in savings. Gross private investment on dwellings shouldriseconsiderably faster than
in 1970y71, and, despite moderating influences in some, areas, other private investment
should continue to grow overall. The financial position of the State sector will doubtless
permit a very strong growth in expenditures to continue in that sector.

The rate of increase in average weekly eamings continued in 1970471 the accelerating
trend evident in recent years. A more moderate trend has been assumed in 1971y72
Nevertheless, the increase of 9 per cent assumed for the purpose of estimating payyasyyouyean
tax collections is a very largey one reflecting, to a large extent, the fact that average weekly
eamings are already well above their average level in 1970y71
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In the light of this economic assessment the Budget sets out to provide for increases in
essential expenditures whilst restraining the growth in the Commonwvealth's total domestic
outlays. At the same time it aims, by raising additional revenues, to guard against the developy
ment of undue demand pressures

Budget Estimates in National Accounts Terms

The estimates in national accounts terms are set out in detail in Statement No. 2 and
further reference is made there to their economic implications. They are also discussed further
in the Supplement to the Treasury Information Bulletin which accompanies the Budget
documents. The following table provides a summary of the main Budget aggregates in
national accounts form.

1970y71 1971y72

Actual Change on 196970  Estimate  Change on 1970y71

S million % million Percent S million $million  Per cent

Domes'it Out lay 7669 4 9 4149 8311 +643 + 84
<+902)* (+11.7)*
Overseas Outlay .. 521 + 1 + 0.2 539 + 63 +13.1
Total Outlay 8190 +995 +13.8 8900 +711 + 87
| +970)* (+11.8)*
Total Receipts 8114 4 926 +129 8890 +775 + 9.6
(+1,034)* (+12.8)*
Deficii . i 7Bt +69 u y o4
1
Budget Domestic Surplus 460(tf) y 60 . ' 630 +170

1

* On a basis ariiusted 'o remove 'he effects of the transfer of Dayyroll tax
ia)Apprnx:m8te

Notable aspects are:

The growth in domestic outlays is estimated to be 8.4 per cent in 1971y72 (11.7 per
cent adjusted) compared with 14.9 per cent in 1970y71 A reduction in the rate of
growth of Commonwealth outlays in Australia has, of course, been a prime objective
of Government policy. It is estimated that the Commonwealth's domestic expenditure
on goods and services will increase by 12.2 per cent compared with an increase of
14.3 per cent in 1970y71

An estimated increase of 13.1 per cent in Commonwealth outlays overseas contrasts

with the outcome in 1970y71 when the Commonwealth's overseas outlays were virtually

stable. In view of trie strength of Australia’s external reserves, this rapid growth in

g\allersees outlays gives no cause for concern from the point of view of externa]
ance.

An increase of 7.5 per cent in receipts before taking account of the proposed revenue
measures and 9.6 per cent when allowance is made for those revenue measures which
are estimated to yield $168 million in 1971y72 When adjusted to remove the effect
of the payyroll tax transfer the estimated increase is 12.8 per cent. The revenue measures
announced will, of course, have a restraining effect on demand in Australia and should
contribute to growth in estimated revenues in 1971y72 which both in absolute and
relative terms exceeds the growth in domestic outlays with the result that the Budget,
domestic surplus is estimated to be larger than in 1970y71

The surplus of revenue over outlays in Australia th e Budget domestic surplus i s
estimated to be $630 million compared with $460 million in 1970§71 Thus, the Budget
will result in a substantial withdrawal of liquidity from the economy. This should act
as a strong restraining factor on expenditure by the private sector.
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Budget Estimates in 'Conventional’ Terms

The following table summarises in ‘conventional’ terms the estimates for 1971y72 and
actual expenditures and receipts for 1970y71

. 197.0y71 1971y72
Actual Increase on 1969y70  Estimate Increase on 1970y71

$ million Smillion Percent Smillion $ million Per ceni

Expenditures C. 8,106 984 13.8 8.833 728 9.0
@87  (12.2)*
Receipts . .. 8,030 916 129 8822 792 9.9

,(1,051)*  (13.1)*
Deficit 75 69 1n y o4

* On a basis adjusted to remove tbe effects of the transfer of payyroll tax.

Notable aspects are:

An increase of $728 million or 9.0 per cent ($987 million or 12.2 per cent on the
adjusted basis) in expenditures. On a basis comparable with 1970y71 the estimated
rate of increase in expenditures is smaller than in 1970y71

An increase of $792 million or 9.9 per cent in total receipts. On a basis comparable
with 1970y71 the increase would be $1,051 million or 13.1 per cent.

The main elements in the estimated change in expenditures in 1971y72 and the change
on 1970y71 are as follows:

Change 1970y71 Estimated Change
on 196970 1971y72 on 1970y71

S million Per cent $ million Per cent

Defence Services + A + 3.1 + 17 + 103
Payments to or for the States and Works and
Housing Programmes + 427 + 177 + 88 + 3.1
National Welfare Fund + 135 + 10.1 + 217 + 147
Repatriation Services + 18 + 6.2 + 40 + 128
Debt Charges 1 y 10 6 y 5.7
Departmental Running + 75 + 16.1 + & + 154
Territories (excluding Papua New Guinea) .. + 16 + 189 + 14 + 14.3
External Economic Aid (including Papua New  + 10 + 6.4 + 9 + 55
Guinea)
Commonwealth Payments to Industry + R + 41.1 + 5 + 17.2
Other Expenditures + 47 + 129 + 41 + 99
Advances for Capital Purposes + 8 + 228 + 47 + 105
Other Capital Works and Services + 46 + 239 + 2 + 9.1
Total Expenditures + 984 + 138 + 728 + 90

Some features of the expenditure estimates in conventional Budget terms are:
Proposed increases of $217 million in payments to the National Welfare Fund and
$40 million in expenditure on repatriation services arising in part from the occurrence
of additional pension payydays and in part from changes in the numbers of recipients
and the fullyyear effects of increased rates of benefit introduced last year. The cew
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and increased benefits announced in the Budget Speech contribute an estimated $73.9
million of this increase. The increase would have been larger but for increased
patients’ contributions for pharmaceutical benefits which are expected to reduce
es_timﬁ %ﬂdm@ in 1971y72 by $15.8 million below what they would othery
wise :

A proposed increase of $117 million or 10.3 per cent on expenditures on defence
S(_er_\l/icesl. The largest part of the increase som e $66 million i s for service pay and
civil salaries.

An estimated increase in departmental running expenses of $84 million or 154 per
cent. About $69 million of this increase is due to greater payments of wages and
salaries, arising from increased numbers of employees, from increases in wage and
salaryrateswhich became effective in 1970y71, and from an extra public service payy
day in 1971y72

A proposed increase of $65 million or 17.2 per cent in payments to industry arising
in large part from assistance of various kinds to rural industry, particularly the wool
industry.

Of the estimated increase in expenditures including those above, an amount of about
$40 million is attributable to the occurrence of an additional public service payyday
and a further $40 million to additional payydays for some social service and repatriay
tion pensions

Further details of esimated expenditures in 1971y72 are given in Statement No. 4.

Before taking account of the proposedrevenuemeasures, total Commornwealth receipts
are estimated to increase by $624 million 7. 8 per centt o $8,654 million. Adjusted to
remove the effects of the payyroll tax transfer, the increase is estimated at $383 million
or 11.0 per cent. This would be a substantial rate of increase but below that in 1970y71 and
in 1969y70. The assumed increases in average eamings and employment are estimated to
produce another large increase in payyasyyouyean income tax collections. The growth in
iIncome tax collections as a whole, however, will be adversly affected by the lower rate of
growth of company incomes in 1970y71, which will be assessed for tax in 1971y72, and by
the further decline in the incomes of primary producers in 1970y71. Continued growth in
private sector expenditures is expected to result in increased revenue from indirect taxes.

The proposed revenue measures announced in the Budget Speech are estimated to produce
a net increase inreceiptsof $169 million in 1971y72 o r $210 million if applying for the full
financial year. The measures and their estimated revenue effects are shown in the following
table:

Estimate of
Estimate of  Yield if
Yieldin  Operative
1971y2 for Full

Year
$000 S000
Income Tax:
Individuals lev y increase from 2J per cent to 5 per cent . 68,000 87,000
increase s in concessional deductions . . V405 V6,350
Companies variatio n of differential rates . . 24,000 26,000
Customs and Excise duties:
Petroleum products increas e of 2 cents per gallon 43,200 54,100
remova | of byylav exemptions 1300 1500
Tobacco products increase s of 50 cents per Ib on cigarettes and
cigars and 25 cents per Ib on manufactured tobacco 21,000 31,700
Listeners' and Viewers' Licence fees 11,000 15,500
Light Dues .. . .. . i, 480 640

Total .. . « «, L, . . 168575 210.000
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After taking into acoount the estimated revenues arising in 1971y72 from these proposed
messures, total Commonweslth receipts are estimated to be 58822 miillion, an incresse
of $792 million or 9.9 per et 1 million or 131 per cent on the adjusted basis.

Summing Up

The Bud 10es for substantial increases in outlays for social welfare, assistance to
industry aﬂcm@agﬁm substantial increases in expenditure reflect the rising cost of
sustaining the wide range of activities and services provided by the Commorwesith. These
| outlays will themselves contribute to the growth of demand and activity in the
econamy, although it is 1 e noted that the estimatied rate of increase in the Commonwealth's
domestic outlays is significantly below the actual rate of increase in 1970y71

To guard against the possibility of overall demand and activity in the econamy running
1o excess, measures are proposed to raise sulstantial additional revenue.

The estimated outoome of the Budget is a small deficit, but it is also estimated thet the
net result of the Commonwealth's outlays and revenues within Australia will e a domestic
surplus of about $630 million in 1971y72 At the same time, it is expected that there will
be a substantial buildyep in liquidity in the economy, especially in the first half of the financial
year,dplnoparttolheszeableterrporaydeﬁcrtlnﬂp which arises largely from the
seasonality of the Commonweslth's tax collections. This mey facilitate preparation by the
private sector for the expedted liquidity tightness in the ssoond half of the year. The
andfinancialaspects of the Budget are examined in more detall in Staiement No. 3.
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STATEMENT No. 2 BUDGE T ESTIMATES IN NATIONAL
ACCOUNTS FORM

The presentation of receipts and outlay in national accounts form facilitates the
analysis of the relationship between the Budget and the economy as a whole. The following
table summarizes in this form the actual outcome in 1970y71 and the prospective outcome
for 1971y72. A more detailed table appears on page 13. (*)

RECEIFfS AND OUTLAY OF COMMONWEALTH BUDGET

Increase

1970y71  1971y72

Actual Estimate 196970  1970§71

to 1970y71 to 1971§72

$ million $ million $ million $ million

Out/ay
Net expenditure on goods and services 2200 2443 202 243
Transfer payments and net advances 5990 6,458 792 468
Total outlay 8,190 8,900 995 711
Receips
Taxation .. 7,244 7939 822 695
Other receipts 870 950 104 80
Total receipts 8,114 83890 926 775
Deficii . , y64

y

Comparison of increases in receipts and outlays in 1970y71 and 1971y72 is affected by
a number of special factors, the effect of which is discussed in a later section. Before allowance
is made for these factors the estimated increase in total outlay in 1971y72 is $711 million,
$284 million less than the actual increase of $995 million in 1970§71 In percentage terms
the estimates imply an increase of 8.7 per cent this year, compared with an actual increase
of 13.8 per cent in 1970y71 Total receipts are estimated to increase by $775 million or
9.6 per cent in 1971§72 compared with an increase of $926 million or 12.9 per cent in
1970y71

The effects on the economy of particular classes of outlays and receipts, within these
totals, differ significantly one from another. The more important distinctions for purposes
of assessing the implications of the Commonwealth's transactions for demand and incomes
within Australia and for the balance of payments are considered in the following sections
and approximate adjustments are made to the estimates in order to indicate these effects
more clearly. Other adjustments include those made to take account of the fullyyear effect
of Budget measures, in order to provide an indication of the annual rates of change of the
items affected.

ement to lh nformation BuIIetl entitled Natlonal ccountin of Public Authori
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Payments in Australia and overseas

On the outlay side of the Budget there is an important distinction between payments
made within Australia and payments made overseas. The immediate effects of overseas
outlays are on the balance of payments ;(*) such outlays must therefore be deducted from
total outlay as a step in the process of assessing the impact of the Budget on the domestic
economy in the year immediately ahead. This is done In the following table:

Increase

1970y71 1971972

Actual - Estimate  19500m 16 1970371 to

1970y71 1971y

$ million $ million $ million $ million

Total outlay o 8,190 8900 995 m
Less Oversea s ouﬂay 821 589 1 68
Domestic outlay 7,669 8311 A 643

The table shows that the much smaller estimated increase in total outlay this year is
attributable to the trend in the domestic component. Following a small increase of &1 million
in 1970y71, overseas outlays are estimated to increase by a further $68 million in the current

year.()

After deducting owverseas outlay the estimated increase in domestic outlay is $643
million compared with an actual increase of $994 million in 1970y71 This represents an
estimated increase of 8.4 per cent this year, compared with an actual increase of 14.9 per
cent in 1970y71 The increase in Budget outlays within Australia is estimated to be
considerably less in 1971y72 than in 1970y71, and is smaller than the concurrent increase
in receipts. The implications of the domestic surplus for liquidity conditions are discussed
in Staterment No. 3.

Composition of domestic outlay

Within the domestic component of outlay there is a further basic distinction to be made
between expenditure on goods and services, and transfers and advances from the Budget.
Expenditure on goods and services adds directly to demand within the economy, while the
1i1r1npacton den(;and of transfers and advances depends on thelr effects on the spending of

e recipients.(

payments do. not add, to domestic incomes and the &rmnd for local ces. Payments
I I SR R ey
Q&mwmmmﬁm mon% Id not ke arglt nm%e n%ltlsunllke Io%
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The following table compares, for each main component of domestic outlay, the estimated
increase in 1971y72 with the actual increase in 1970y71

Increase in Domestic Outlay

$ million Per cent

1969y to  1970y7Lto 1969y to 197071 to
1970y71 197172 1970y71 197172

Net expenditure on goods and services

War and defence 87 14 105 114
Other current expenditure 119 128 169 15.7
Capital expenditure 36 6 19.9 2.8

Total 243 237 143 122

Transfer payments and net advances

to States 439 116 19.2 4.3
Cash benefits to persons 173 230 10.8 13.0
Post Office 14 8 6.0 3.2
Other 123 52 144 53

Total 70 405 151 71

Total domestic outlay A 643 149 84

The estimated percentage increase in domestic expenditure on goods and services is less
than in 197071 Moreover, some part of the estimated increase of 12.2 per cent results
from the occurrence of an extra public service payyday during 1971y72 and approximate
adjustment to remowve the effects of this factor would reduce the rate of increase to 10.1 per
centO) This.is substantially lower than the increase of 14.3 per cent experienced in 1970y71
and, indeed, could carry some implication that the Commonwealth's domestic expenditure
on. goods and services in 1971y72 may expand at a rate somewhat lower than the rate of
expansion of the total output of the economy. The actual outytum in any year can, of course,
be influenced by rises in wages and costs unforeseen at the time of the Budget, as was the
casein 1970y71.

Precise estimates of the effect of the extra payyday on the rates of increase for the main
components of domestic expenditure are not available, but it is probable that, but for it,
the rate of increase in expenditure on war and defence would be rather less than the 105 per
cent increase in 1970y71 The estimated increase for other current expenditure would be
reduced, perhaps to the vicinity of 13 per cent substantiall y below the 1970y71 increase
of 16.9 per cent. Estimated capital expenditure probably would not be very much
by this adjustment; the very small increase of 2.8 per cent in this category shows a sharp
drop compared with the preceding year when the increase was 19.9 per cent.

The percentage increase in domestic transfer payments and net advances expected in
1971y2 is less than half the percentage increase which occurred in 197071 However, the
comparison is affected by certain special factors, particulars of which are given below.
Adjustment of thefiguresto eliminate the effect of these factors results in an estimated
increase of 10.5 per cent in 1971y72 compared with a rate of increase of 1S.6 per cent in
1970y71.0) As noted above, the impact of transfer payments and net advances on demand
and incomes depends on their effects on the spending of the recipients.

Grants and advances to the States are estimated to rise by only 4.3 per cent in 1971y72
compared with 19.2 per cent in 1970y71 In this case, the comparison is affected by the

i')_ \ table showing how this adjustment is derived appears on page 10 of the Supplement to the Treasury Information
Bulletin being published concurrently with the Bud .

~ () Without the adjustment for the fuII%)year effect of the cash benefit measures announced in March 1971, th« rate of.
increase in 1970y71 would be 1S. | percent. See discussion, page 10.
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reduction in the financial assistance grants in 1971y72 arising out of the transfer of payyroll
tax to the States. After adjustment to remove the effect of this factor, the increase in payments
to the States is estimated to be 13.8 per cent in 1971y72 a relatively high rate of increase,
although still well below the rate in 1970y71. These payments go tofinancethe expenditures
of the States and their authorities, which are predominantly expenditures on goods and
services. (The analysis here is, of course, concemed with the effects of increases in Commony
wealth Budget outlay. But it is also relevant to note that, when the adjusted movements in
payments to the States are considered together with announced increases in State taxes and
charges, a substantial increase in State expenditures is again in prospect.)

Cash benefits to persons are estimated to increase by 13.0 per cent in 1971y72 compared
with 10.8 per cent in 1970y71 For the purpose of judging the influence of such payments
on rates of income or expenditure within a year, these increases should also be adjusted
first, to remowve the effects of variations in the incidence of payydays, and secondly, to allow
for the 'fullyyear* effects of changes in the rates of benefit.!;)) The adjusted rate of increase
in outlay on cash benefits in 1907 1 is 11.0 per centy beforeyaccount is taken of the fully
year effect of the measures introduced in March 1971, and 12.3 per cent after adjusting for
the fullyyear effect of those measures.() The latter percentage indicates the increase in the
annual rate of outlay which had been attained in the later part of 1970y71 The adjusted
annual rate of increase in outlay on cash benefits resulting from the 1971y72 Budget is
9.3 per cent, or rather lower than the rate of expansion attained in 1970§71 Cash benefit
payments would largely be spent by the recipients on goods and services.

Although the advance to the Post Office is estimated to increase byya smaller amount in
the current year than in 1970y71, the prospective increase in internal resources associated
with the increased charges for postal and telephone services will make possible an increase
in its capital expenditure on goods and services higher than in the year before.()

It is not uncommon for the net increase tn other transfer payments and net advances
to vary considerably from year to year, and the estimated increase of $52 million in this
category in 1971y72 follows an exceptionally large increase of $123 million in 1970y71 The
1970y71 figure included substantial payments in respect of a number of items for which
there had been no corresponding expenditure in 196970 (e.g. the initial advances to the
Australian Wool Commission and the Awustralian Industry Development Corporation);
these items show reductions in 1971y72 The net increase in 1971y72 is due largely to the
estimated $60 million deficiency payment for wool, which is partly offset by the net movey
ments in other items. There is no ready way of assessing the extent to which the increase in
other transfer payments and net advances s likely to influence spending on goods and services
by the recipients.

When these various adjustments are made to total domestic outlay, an estimated increase
of 10.4 per cent is shown in 1971y72 compared with the adjusted rate of increase of 15.2 per
centreachedin 1970y71.(*)

The reduced rate of expansion of all major categories of domestic outlay in 1971y72
IS the most striking feature to emerge from the comparison of the adjusted estimates of the
rates of increase in the two years. It has to be borme in mind, of course, that the extent to
which increases in some of the categories of outlay would bereflectedin increased expenditure
on goods and services is somewhat uncertain. Nevertheless, it is clear that the expected
increase In domestic outlay in the 1971y72 Budget would add directly and indirectly to
demand for goods and services at a significantly lower rate than did the increase in domestic
outlay experienced in the preceding year. In other words the outlay side of this Budget is
considerably less expansionary than was the case, in the event, last year.

ft is true that 1970y71 wes a year in which Commonwealth domestic outlay, as it turned
out, expanded at a rate substantially above the rate of growth of total output of goods and
services in the economy. It was, moreover, a year which saw a substantially higher rate of
increase in the general price level than we have been accustomed to in this country. To

BuI{e %n%elng &Jﬁgh gjrgo/\r/] &Jhlr?e %%enthe Bu appears on pege 10 of the Supplement to the Treasury Information
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some extent these circumstances make it more difficult to assess the initial impact of the
outlay side of the 1971y72 Budget, on the basis of a comparison with the preceding year.
But it is clear that the restraint in the growth of Commonwealth domestic outlays in the
1971y72 Budget would leave room for further growth in the demand arising from other
SOUrces.

Composition of Receipts

As on the expenditure side of the Budget, there are differences in the significance which
different classes of receipts may have for prospective trends in the economy.

The distinction drawn on the outlay side between transactions within Australia and
transactions overseas does not have the same practical importance here. With relatively few
exceptions the budget receipts are derived from within Australia.

Another distinction is betvween movements in receipts which are expected to emerge as
byyproducts of evolving trends in incomes and spending in the economy and those which
are consequential on changes in rates of taxation or other charges. Any estimated rise in
receipts of the former class will reflect expected increases in incomes and spending and cannot
therefore be regarded as an independent factor capable of varying those expected increases’™)
Both classes of movements in receipts will, of course, be reflected in the expected overall
Budget outcome. However, it is the second class which reflects specific Budget measures
relating to receipts, and which can be regarded as arising independently of evolving trends'
in the economy.(’)

It is not, in practice, easy to classify all increases in receipts in this way. For the most
part, movements which would be expected in gross collections of P.A.Y.E. instalment
deductions, indirect taxes and the income of public enterprises, at existing rates and charges,
fall within the former class. But the position as regards movements in taxation collections
at existing rates from individuals subject to provisional tax and from companies can be
somewhat blurred; it depends on past trends in income and on the spending and saving
habits of various classes of taxpayers. As mentioned above, the second class of movements
in receipts is most clearly yexemplified by new revenue measures which involve changes in
rates of taxation or in other charges.

In 1971y72 there is a large increase in estimated receipts which is expected to be induced
by the prospective growth in expenditure and incomes in the economy. However, the main
factor on the receipts side which is relevant to this analysis is the changes in taxation rates
for which provision has been made this year.

The changes in personal income tax rates are expected to add a net $81 million in a full
year. The consequent reduction of disposable incomes can be expected to exercise a
moderating effect on the expansion of personal expenditure. However, there are expected
to be lags between the reduction of disposable incomes and the changes in spending it
induces; thus in the shortyterm some of the additional tax could operate to reduce the
rate of saving and, possibly, part of this reduction in saving would continue in the longery
term. There will also be lags before the disposable income of persons subject to provisional
tax reflects the effects of the new tax provisions. Nevertheless a significant part of the
Increase In income tax can be expected to operate to restrain the expansion of personal
expenditure in the year ahead.

. () Thisis not losay that such arise in receipts would be of no importance. For instance, when incomes are rising, an
increase in receipts arising out of the operation of existing taxation provisions would transfer resources from the private to
the public sector, thus exérting a moderating (but not completely offsetting) influence on trends in_the economy by retarding
the growth of private expenditure. However, expectations regarding trends n incomes and spending which (mythc absence
of policy action to alter trends) would evolve in the coining year should already take account of the expected'moderating
influence of automatic increases in receipts.

(*) It might be noted thatrevenueestimates may sometimes reflect prospective trends in some particular areas of activity
which are not tbe most desirable from the point of view of economic balance and reasonable price stability but which cannot,
in practice, be corrected fully or quickly enough by fiscal or monetary means. An examplerelevantto therevenueestimates
for 1971y72 is the very large increase which has Been assumed in average earnings. Should average earnings rise less than
assumed, taxation revenue would be less than estimated and a larger budget deficit would emerge (although the extent of
the increase in the deficit would not reflectthe full extent of the shortfall inreceipts,because some components of expenditure

fo rexample, financial assistance grants to the States coul d also be lower than estimated if average earnings rose more
slowl)( than assumed). It would not follow, however, that the Budget objective of maintaining an environment conducive
to balanced economic growth would be adversely affected by such a development; on the contrary, such.a result would
be more Illés\% to serve the broad economic purposes to which budget policy is directed..

A somewhat similar observation can be made about any movement in receipts which emerges as a_consequence of
developments in the economy which were not foreseen at thé time the Budget was framed. For example, if an increase in
receipts were to result, say, from an unforeseen rise in w%;es then, especially with_a proqresswe taxyrate structure, the
increase in receipts could be expected to exert a stabilising effect in that increasés in_disposable income would be' that much
less. But it Would be misleading to say that, because of that increase inreceipts,the Budget had exercised a more restraining
influence than originally envisaged.'
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The changes in excise and customs duty, which are estimated to add $87 million to
revenues in a full year, can be expected to have a near commensurate effect on purchasing
power, in consequence of their direct influence on the prices of the particular commodities
affected. In the past it has normally been expected that changes in indirect taxes of these
sorts would be quick to influence the trend in demand. However, in view of apparent timey
lags between changes in incomes and consequent changes in spending which have been
obsenved in recent times, the analysis of the effect of these tax changes on demand becomes
somewhat more difficult. But it would still ssem reasonably certain that most of the increase
in revenue from this source would operate to restrain the expansion of demand during

the coming year.

Increases in broadcasting and television licence fees are expected to yield about $15
million in a full year. The timing of these additional charges will, of course, vary according
to the time at which individual licences are taken out but generally their effect on demand
can be expected to be similar to the effect of increases in excise and customs duty.

The changes in company tax, estimated to yield $26 million in a full year will, other,
things being equal, reduce the funds available to companies for investment and distriy
bution to shareholders; however, the actual effects on spending and in particular the timing
of those effects depend on a variety of circumstances including the ability of companies
to compete for alternative sources of funds or to "pass on' the increased tax rates in the form
of higher prices. Eventually, the increased revenue collected by the Commonweslth as a
result of the increased tax rates will be at the expense of altemative uses of the funds
concermed but the chain of causation is complex.

In summary, the changes in taxation rates and licence fees will lead to an increase in
revenue at an annual rate of $209 million. The influence of the increased revenue on the
trend in demand can be expected to be somewhat indirect, and the operation of some of
the effects may be relatively slow. But even when allowance is made for these factors, it
can e expected that in the aggregate the tax changes will exercise a considerable restraining
influence on the expansion of demand during the year ahead.

Review

The implications of Budget transactions, in terms of their initial impact on trends in
expenditure and income in the economy, depend not on total outlays and receipts, but
primarily on the change in domestic outlays, and on that part of the change in receipts which
IS noi an automatic result of evolving trends in the economy. From this standpoint, the
following aspects are therefore relevant to a consideration of the 197172 Budget:

(@) Domestic outlays, when adjusted to take account of certain special factors, (including
the fulljyear effect of the cash benefit measures introduced in March 1971) are
estimated to increase by 10.4 per cent in 1971y72, compared with 15.2 per cent in
1970y7L After the adjustments lower rates of increase are expected in all major
categories of outlay.

(b) Although the precise extent to which increases in soime categories of domestic outlay
would be reflected in additional demand for goods and services is uncertain, it is
clear that the outlay side of the 1971y72 Budget is considerably less expansionary
than was Commorwealth domestic outlay, in the event, in 1970y71

(©) Tlie restraint in growth of Commonwealth domestic outlays would leave room for
considerable further growth in the demand arising from other sources.

id) The new revenue measures will have a restraining influence on the growth of demand
in the private sector.

It is, of course, important to rememiber that this analysis has been restricted to assessing
the. effects of Budget outlays and receipts. Although these will have an important influence
on trends in the economy in the year ahead, the likely economic effects of a Budget can
only ke fully assessed in the context of all the more important influences operating at the
time in the economy as a whole.
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RECEIPTS AND OUTLAY OF COMMONWEALTH BUDGET

1971y72
199-70 1970-71 Estimate
) S million S million t million
Outlayy . .
Net_expenditure on goods and services
Current expenditure
War and defence 1017 1,068 1180
Repatriation 84 93 108
Development of resources and assistance to industry 1S6 177 199
Civil aviation 38 43 49
Immigration ) 59 60 55
Law, older and public safety IS 19 23
Education .. 41 57 66
Public health and welfare .. .. 64 78 94
Foreign affairs . . 31 35 41
All otberfa) » . 307 347 401
) ) 1812 1977 2216
Capital expenditure”)
ublic enterprises
Houses and Bats 6 9
Other .. = 27 23
Public authoritiesy 27
Transport . 63 76
Other .. 89 115
186 223 227
Total net expenditure on goods and services 1998 2,200 2443
Transfer paymentsy
Cash benéfits to persons 1498 1771 2.001
Grants to States . . . 1,620 W2.207 <c)2J8l
Interest paid o 546 576 600
Overseas grants and contributions >, .. 180 185 197
Subsidies(<0 i .. 247 309 347
Grants for private capital purposes 33 35 36
Total transfer payments 4.223 5.083 5462
Total expenditure’ .. 6.221 7,283 7.905
Net advances
to States Work s purposes . 318 (c) 366
Housing 118 126
Other 31 27 50
n i 667 320 561
to Commonwealth authorities Pos t Office 233 247 255
S.M.H.E.A. 33 27 16
Airlines y16 20 62
Other 21 46 a7
. 271 340 380
lo Other Sectors b y War Service Homes I 17 16
ther 23 30 39
36 47
Total net advances .. 974 907 995
Total Outlay . . . 7,195 8,190 8,900
Receipts. .
Taxation Indirec t taxesftf) 2,244 2,501 2580
Income taxes on companies 1197 1444 1566
Income taxes on persons P.A.Y .E . 2084 2432 2,859
] ] Other [ 743 800
Estate and gift duties 80 78 86
Other direct taxes, fees, fines, etc.fe) 46 47 48
Total taxation 6.422 7,244 7.939
Other receipts o
Interest, rent and dividends k! 877
Gross income of public enterprises .. 52 60 64
Net sales of existing assetsf/) . . 3 10 9
Total other receipts 766 870 950
Total Receipts 7.188 8114 8,890
Deficit.. 75 1

. (a) Includes current expenditure of the Australian Broadcasting Commission. In previous tables in this series the Comy
mission was treated as a public enterprise. ] ) )

M Consisting of fixed capital expenditure on_new assets plus increase in stocks less sales of previously rented houses.
. .(©. An interestyfree capital gram of $200 million in 1970y71 and 8209.8 million in 1971§72 under the works programs
is inCluded in 'Grants to StateS'. ] ) ] ; ]

(<0 Following the transfer of the payyroil tax to the Slates, the export incentive scheme will oPerate in respect of 1971 y72
exports through direct payments from the Commanwealth, not by way ofrebatesof payyroll tax. To facilitate year to
year comparisons, previously publishedfiguresfor ‘indirect taxes' have been adjusted to include payyroll tax collections on
a gro:{sg ba5|ﬁ. 'Subsidies’ have been adjusted by corresponding amounts to include rebates of payyroll tax under the export
inCentive scheme.

. éez) Includes broadcasting and television licence fees paid by private persons. Broadcasting and television licence lees
pai Ey producers are included in ‘Indirect taxes'.

f) Excludes sales of previously rented houses. See footnote (0) above.



62  Appropriation Bill (No. 1) REPRESENTATIVES  Appropriation BiU (No. 1)
STATEMENT No. 3 TH EBUDGET AND MONETARY CONDITIONS

GENERAL

The economic impact of the Budget is not restricted to its direct influence on expenditure
and income which was discussed in Statement No. 2. The Budget can also have significant
effects on economic activity through its influence on monetary conditions.

The monetary effects of the Budget can usefully be divided into two broad components.
First, there is the direct impact of budget receipts and outlays on liquidity and the money
supply. This can be measured by the budget domestic surplus or deficit tha tis, the excess
or shortfall of receipts in Australia over outlays.in Australia. A domestic surplus, other
things being equal, involves a withdrawal from the volume of money of an equivalent amount;
a domestic deficit adds an equivalent amount to the volume of money. The Budget's monetary
impact, however, is not restricted to the size of the domestic surplus or deficit but, secondly,
depends importantly on the monetary effects deriving from the Commonwvealth's domestic
financing transactions.

¥

The Commonwealth'sfinancingtransactions togethe r with Reserve Bank open market
operations hav e a major impact on the volume and composition offinancialassets in the
economy and may have a significant influence on the cost and availability of funds through
direct and indirect effects on interest rates and the value offinancialassets. Measurement of
the monetary effects offinancingtransactions must take into account not only the movements
in total holdings of Commonwealth securities which may occur over a period but also the
types and maturities of those securities and the classes of institutions or persons holding them.
In particular, it is important to distinguish between changes in holdings of govermment
securities by the banking system and by the nonybank private sector. An increase in the
holdings of Commonwealth securities by the latter group operates to reduce the volume of
money while a reduction in these holdings has the opposite effect. An increase in the holdings
of the banking system does not in the same way directly affect the volume of money nor the
total a s distinct from the components o f the Ly.G.S assets which constitute the general
banking system'’s liquidity base.

in holdings of government securities by particular groups are not, of course,
solely the result of the Budget. These changes may be affected by the market operations in
government securities of the Reserve Bank and by all of the other factors affecting monetary
and liquidity conditions generally.

The stance of.monetary policy, especially in regard to official interest rates and controls
on the banking system, will have a particularly important influence on monetary and financial
conditions. Other important factors influencing such conditions include changes in Australia's
gold and foreign exchange holdings resulting from the private sectors international trading
and borrowing; Resenve Bank transactions with the private sector such as Rural Credits
Department advances; and the activities offinancialintermediaries, particularly the lending
activities of the general banking system. All these various influences are significantly intery
related and the effects of the Commonwealth's transactions on monetary conditions cannot
be considered in isolation’")

t').A detailed analysts or the monetary effects of the Budget is contained in the § Supplement to the Treasury Information
Pull?tin ' National Accounting Estimatés of Public Authority Receipts and Expenditure ' August 1967 Y.
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THE FINANCIAL YEAR 1970y71

The analysis or the influence of the Commonwealth’s transactions and other factors on
monetary conditions can most conveniently be framed in terms of a money y formation
tabley. The following table provides such an analysis for 1970y71 and the two preceding
years.

LIQUIDITY AND THE VOLUME OF MONEY ANALYSI S OF FORMATION FACTORS

MOVEMENTS
$ million
; . . 1970y71
Last Day Basis 1968y® 1969y 70 (Preliminary)

Reserve Bank Holdings of Cold and Foreign Exchange 185 1356 798
Commonwealth Government Owerseas Transactions o - o

(net)(a) y(y341)  y(y553)  y(y499)
Balance of Payments Position of Private Seclor(6) 526 688 1293
Budget Domestic Surplus y200 y522 y458
Commonwvealth Advances (O Australian Wheat Board 184 y65
Reserve Bank Rural Credits Advances 251 y122 y50
S.R.D. Accounts of All Trading Banks y( + 109 y< + H)9) y(y57)
Miscellaneous Factors 36 61 y54
Private Sector Primary Liquidityfc) 504 180 723
Less Holdings of Commonwealth Securities by Nony

Bank Private Sector 163 116 277
Banking Sector Primary Liquidity”) A 64 446

Average of Weekly Figures Basis

Banking Sector Primary Liquidity(rf) 01 71 378
Loans and Advances

All Trading Banks 361 519 415

Savings Banks C 246 227 277
Banks'Miscellaneous Accounts m 46 y56
Volume of Money . . . 1169 863 y1,014

a) Thisitem consists of Commonwealth overseas outlays less overseas receipts (denned appropriately for an assessment
of the domestic monetary implications) adjusted for net overseas loan raisings, the overseas components of the Common
\t/vealt#‘S oth_?_r financing transact ons and the allocation or Special Drawing Rights and the movement inthe I.M.r t ol

ranche position.

(4) This item reflects the movement in gold_and _forei?n exchange, excluding movements as a result of overseas transy
actions of the Commonwealth Government. It is derived from the two preceding items in the table.

(c) Defined as holdin%s of liquid assets (comprising notes, coin and cash with Reserve Bank) and Commonwealth
overnment securities by the banking system  (excluding Reserve Bank), and notes, coin and Commonwealth securities
eld by nonybank private sector.

GO Defined as banks' holdings of L.G.S. assets and notes and coin in the hands of the public

As the table shows, the Commonwealth Budget domestic surplus withdrew about
$460 million from the volume of money for the year 1970y71 as a whole. While this was
less than originally provided for and smaller than in 1969y70, it wes nevertheless substantially
greater than in other recent years. There was also in the last financial year a relatively
large increase of about $277 million in the holdings of Commonwealth securities by the
nonybank private sector which added to the contractionary monetary effects of the Commony
wealth's transactions.
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Thus, the Budget and the Commonwealth's financing transactions combine d with the
continued gen erally restrictive stance of monetary policy wer e significant factors contriby
uting to the relatively tight financial conditions which prevailed for most of 1970y71
Financial conditions, however, would have been substantially tighter but for the strongly
expalnsionary monetary effects of the very substantial private sector balance of payments
surpl us

The net result of the various factors influencing monetary aggregates in 1970y71 was
that the volume of money increased by about 6.8 per cent compared with 6.2 per cent in
the preceding year. As indicated below these were both modest increases by comparison
with earlier years.

Percentage Increases in the Volume of Money

Per cent
19663_57 81
19673_,68 8.3
1968)789 9.1
1969y70 6.2
1970y71 6.8

While the foregoing summarises the fullyyear monetary effects of the Commonwealth's
budgetary and financing transactions, the seasonality in such transactions means that these
effects can vary markedly during the year.

During the first half of 1970y71 the Budget domestic deficit abou t $900 milliony
combined with the balance of payments surplus of the private sector added substantially to
liquidity. The relatively strong demand for government securities notabl y shortjterm
debtb y the nonybark private sector was, however, an important restraining influence
on monetary conditions and particularly on the growth in bank liquidity. The tight liquidity
positions of trading banks were a major restraint on their lending activity in this period.
Between June and December 1970 the volume of money increased by 5.8 per cent compared
with 6.9 per cent in the corresponding period of the previous year.

In the second half of 1970y71, when the strong seasonal contractionary forces were
operating, the volume of money increased by 1.0 per cent compared with a fall of 0.7 per
cent in 1969y70. Although during the second half of the year the Budget domestic surplus
withdrew about $1,350 million from the money supply, at the same time a strong inflow of
private overseas capital operated to ease monetary conditions. In addition, the private
sector probabl y influenced by the severe financial stringency of the June quarter of 1970
had sought to make adequate preparation for the seasonal contraction, and during the
liquidity upswing in thefirsthalf of the year had invested substantially in shortyterm financial
assets, particularly government securities, which would mature in the period of seasonal
financial tightening. In the event, there was a stronger demand by the nomybark private
sector for longeryterm Commonwealth delot in the closing months of the financial year. The
somewhat easier than expected monetary conditions and an apparent increased confidence
in Commorwwealth security yields may have been significant factors explaining this demand.
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Details of changes in holdings of Commonwealth debot in 1970y71 and in the two prey
ceding years are shown in the following table.

1968y  1%6ym 1970Vl

(Preliminary)
Sm. Sm. Sm.
Reserve Bank(aj v194 324 W37
All Trading Banks 172 V88 128
Savings Banks 27 V56 106
Total Bankin g System 5 180 y204
NonyBark Private Sector.. 163 116 27
Other!) 18 y19 V9
Total(D) .. 186 276 65

«) Allows for movement in Commonwealth Government deposits with Reserve Bank.
A)_Includes changes in holdings of Commonwealth Government trust funds. Excludes
subscriptions to special loans, cancéllation of securities out of Loan Consolidation and Investy
ment Reserve and changes in Internal Treasury Bills.

PROSPECTS FOR 1971yr2

There are many uncertainties in the way of predicting the course of monetary conditions
over the year ahead. It is clear, however, that the Commonwealth's budgetary and financing
transactions will have a very important influence on those conditions.

It is esimated that the Budget domestic surplus for 1971y72 as a whole will be of the
order of $630 million. This is about $170 million greater than in 1970y71 and will have a

significant moderating effect on the growth of liquidity and the volume of money over the
year.

The monetary impact of the Budget within the year will again be influenced by the
seasonality in budgetary transactions. The temporary domestic deficit in thefirsthalf of the
year is likely to provide a substantial addition to liquidity. This applies particularly in the
early months of thefinancialyear as a result of a high level of P.A.Y.E. refunds associated
with the income tax adjustments in last year's Budget and various timing factors. The
expansionary effects of this temporary deficit will depend significantly on how this deficit
is financed and particularly the extent to which the nonybark private sector increases its
holdings of Commorwealth securities. It might be expected that the demand for Commony
wealth securities could be relatively strong.

In the second half of the year wit h the collection of company income taxation and
provisional income taxation on individuals th e large Budget domestic surplus will withdraw
a substantial volume of funds from the private sector.

Monetary conditions during 1971y72, however, will certainly not depend solely on the
Commonwealth's transactions. The factors influencing the development of monetary
conditions in 1970y71 are also likely to play an important role in the current financial year.
International private capital flows could again be a significant element. Changes in the rate
of such flows, both in the seasonal liquidity upswing and the subsequent downswing may
accentuate or offset monetary movements emanating from the Commonwealth's transactions

or from other factors. The general stance of monetary policy will also, of course, have an
important influence onfinancialconditions.

16262/71 R~m
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FINANCING TRANSACTIONS

The following table summarises the budget financing transactions in 1970y71. Explanatory
comments on these transactions are given in Staterment No. 6.

Sm. Sm.

Owverseas
Net drawings under credit arrangements
Defence purchases in United States of America
Qantas and Australian National Airlines Commission 20
Net proceeds of other overseas borrowings .. . ce gy 72

Funds provided for International Monetary Fund y 37
Australia

Net proceeds of loans raised in Austialia(a)

Net change in Treasury Notes on issue

B &

Net Repayment from Australian Wheat Board
Other financing transactions (net)(6)
Use of cash balances(c) ¥

gnal

Total Financing Transactions .. 75

a) Includes State domestic loan raisings. . . . .
Includes amounts available to the Commonwealth from funds obtained from coi and bullion transactions,

unts borrowed by . Commonwealth_trust accounts, and amounts available rrom moneys held in trust,

(c) The negative sign Indicates an increase in cash balances.

It is estimated that Commonwvealth expenditures will slightly exceed Commonwvealth
receipts in 1971y72

In regard to financing transactions prospects for 1971y72, drawings under the credit
arrangements for the purchase of defence equipment in the United States of America are
estimated to be $63 million while repayments are estimated to be $7 million. Drawings on
overseas loans to finance advances to Qantas Airways Limited and the Australian National.
Airlines Commission are estimated at $97 million, while repayments of previous loans for
the airlines will be approximately $34 million.

In the present state of international capital markets, itis not possible to make a reliable
estimate of new borrowings overseas for purposes other than defence and aircraft financing.
Maturities falling due and other payments to reduce indebtedness, overseas are likely to
amount to about $113 million in 1971y72 compared with $87 million in 1970y71

Net loan proceeds and the change in the Treasury Note issue in Australia cannot be
estimated in advance with any degree of assurance. The value of securities due to mature
during 1971y72 held in nonyofficial hands at 30 June 1971 is estimated at $722 million
(including Special Bonds $3 million), compared with $844 million (including Special Bonds
$69 million) of securities in nonyofficial hands which matured in 1970y71, but it is difficult
to estimate the extent to which these securities will be redeemed rather than converted. It
is also not possible to predict accurately what changes will occur in holdings of Commony
wealth securities by the public, on the one hand, and by the banking system, on the other.
'I;hers]e, as discussed earlier, will reflect monetary and other developments during the course
of the year.

Loan Bill. Because of the difficulty of estimating expenditures and receipts and the net
amounts available from loanyraising operations in Australia and overseas there remains,
in each year, the possibility that some borrowing from the Reserve Bank may be necessary
to complete the Commonwealth's financing transactions. Accordingly, if necessary, authority
will be sought in a Loan BiU to borrow for defence purposes such amounts as are required
to complete the Commonwvealth's financing transactions.
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STATEMENT No. 4 ESTIMATE S QF EXPENDITURES, 1971yr2

In 1971y72, it b estimated that Commonwvealth expenditures will increase by $727,735,000,
or 9y0 per cent, to $8,833,268,000.

Yearytoyyea comparisons have been affected by accounting changes and other factors,
including the occurrence in 1971y72 of an extra public service and pensions pay day. The
effect of the extra pay day is to increase estimated expenditures by about $30,000,000. By
far the largest effect, however, results from the new payyroll tax and financial assistance
grants arrangements with the States (see Statement No. 7, Notes on.Tables). After adjustment
to remove the effect of the payyroll tax arrangements, it is estimated that expenditures in
197172 would increase by $986,735,000 or 12.2 per cent, compared with the increase of

$984,088,000 or 13.8 per cent in 1970y71

The estimates for 1971y72 are compared in summary form with actual expenditures
in 1969y70 and 1970y71 in the following table.

ltem 1969970  1970y71  1971y72  tIncrease
No. . Actual(@) Actual(<?)  Estimate ~ Decress e
on 1970y71
S000 $000 000 $000
1  Defence Services 1100618 1134983 1252383 +117,400
2 Payments to or for the States and
Works and Housing Programmes .. 2416615 2843321 (6)2930,833 + 87,511
3 National Welfare Fund 1341799 1477238 1694253 +217,015
4  Repatriation Services 296,704 315,165 355410 + 40,245
5  Debt Charges 108,767 107,786 101649 § 6,137
6  Departmental Running Expenses 468,604 544,010 627856 + 83846
7  Territories (excluding Papua New
Guinea) 83,972 99,857 114116 + 14.258
8 External Economic Aid (including
Papua New Guinea) 153308 163,069 172060 + 8991
9 Commonwealth Payments to Industry 224,422 316,677 371236 + 54558
10  Other Expenditures 367,724 414,977 456213 + 41,236
11 Advances for Capital Purposes 365,273 448492 495474  + 46,982
12 Other Capital Works and Services .. 193641 239,957 261,786 + 21,830
Total Expenditures 7121445 8105533 (6)8,833,268 +727,735

(a) Somefiguresfor 197?9%0 and 197071 have been adjusted for accounting changes to place them on a basis comparable
Yy

with zhe estimates Tor 19
mes the transfer of payroll tax to the States as from 1 September 1971. See Item No. 2 Commonwealt h

b) Assu
Pay(mzants to or for the States and Works and Housing Programmes.

Tables setting out the composition of the various items of expenditure and notes on the
main variations follow.
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ITEM NO. 1 DEFENC E SERVICES

1969y70 1970y71 197172 + Increase
i Decrease
Acwal@®)  Actual@)  Estimate  DSdEEE)

t'000 000 $ 000 S'000
Defence
Civil Salaries ' .. . . . . 6,568 8,196 10073 + 1877
Administrative Expenses and General Services .. . 2,763 3,256 4090 + 834
Recruiting Campaign .. . . . . 1,775 1826 1,786 39
Defence Aid for Malaysia . .. . . 6,520 3,540 3720 + 180
Defence Aid for South Vietnam . . .. 2,207 3500 + 1293
Defence Aid for Slnngore T - 1683 1453 540 913
Accommodation and Technical Facilities .. . 3,825 991 991
Other 306 611 348 §y  y264
Total .. .y .. .- - 23,440 22,080 25,048 + 2,968
Navy
Service Pay .. . .- . . 60,177 71,624 76609 +' 4,985
Civil Salaries .. .. . . v 36,370 42244 49480 + 7236
Administrative Expenses and General Services .. .. 14478 15438 17189 + 1,751
Naval Construction .. . ,. 33,131 10.381 18,635 + 8,254
Aircraft Purchase and Manufacture .. ,e ,e 4114 11,812 10632 y 1180
Ships and Aircraft Repair s and Maintenance ., 15,695 15,716 19659 + ]
General Stores . e . 55,492 57541 64,756 + 7,215
Accommodation and Technical Facilities i vs 19,644 21,438 23931 + 2493
Other .. .. 2,038 1,730 1850 + 120
Total .. . . " 241,140 247,924 282,741 + 34,817
Army
Service Pay .. . . - ' ' 168,324 187,314 208606  + 21,292
Civil Salaries . .. . .. . 36,234 42,556 50314 + 7,758
Administrative nses and General Services .. .. 41,022 40.497 43,202 + 2,705
Forces Overseasg ther than Pay’ .. . 23,823 20,885 20,263 ¥ 622
Arms, Armament and Equipment . - 102,056 88,510 109553  + 21,043
Arms, Armament Repair s and Maintenance .. . 6,557 6,919 7595  + 676
Accommodation and Technical Facilities .. . 31,370 34.356 37681 + 3325
409,386 421,037 477214  + 36177
Airy
Service Pay .. ' . 88085 99.876 115300 + 15424
Civil Salaries . 14,266 16,079 18576  + 2497
Administrative and General Services 21,025 21.798 22,159 + 361
Forces Overseas (Other than Pay) 19,211 22477 12063 § 10414
Aircraft Purchase, Manufacture and Lease 55,066 38,746 38.243 501
AOraR Bnd. Other Equipment Repair s and Maint 8% G D ¢ i
ircraft an er Equipment Repair s an aintenance - . ; + |
Accommodation and Technical Fa(‘:JiIities 26,003 29,266 31477+ 2211
Total 301.162 302,657 316,143  + 13486
Sugply .

ivil Salaries T " 10,814 13.094 15575 + 2481
Administrative and Operational Expenses .. 2,822 2i733 3046+ 313
Defence Research and Development Establishments

Civil Salaries .. . . %gﬁgg 21%?42142 %ggg + 2941

Administrative and Operational Expenses : : 2 y y
Furniture Removals, \(e%icles_ and Storage . 1053S 11,016 11738+ 722
Government  Factories Maintenanc e© of Production

Capacity, etc. ) 3935 5814 7203 + 1389
Production Development and Assistance .. 2997 6,872 8,099 + 1227
Machinery and Plant . . 9,706 9,007 8,654 ¥ 353
Accommodation and Technical Facilities 10418 12,629 10,609 y 2,020
Reserve Stocks ye . .. y- 1177 1453 610 843

Total (0) 94,091 106.011 110,443 + 4432
General Services L
Government Contribution to D.F.R.B. Fund 14974 16.890 20,550 + 3,660
Interest on Credit Purchases 13.076 13971 15700 + 1,
Other 3349 4413 454 f 181
Total 31,399 35274 40794 + 5520
Total Defence Services(c) .. 1,100.618 1,134,983 1,252,383  + 117,400

(0) Some of the fi%ures__for 1969y70 and 1970y71 have been adjusted for accounting changes to place them on a basis
comparable with the 1971y72 estimates.
Expenditure on Antarctic Division is now included in hems Nos. 6 and 12, Departmental Running Expenses and
Other Capital Works and Services.
(¢) Includes amounts financed or to be financed under credit arrangements with the United States of America.
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Total expenditure on Defence Services is expected to increase in 1971?:72 by $117,400,000 or 10.J per
cent. This includes an increase of $66,491,000 for pay and salaries. Of this, $29,700,000 is the estimated
cost of adoption of the Kerr Committee recommendations for new pay rates for other rank members ol
the Forces. The remainder of $36,791,000 reflects the additional pay day this year, the cost of awards and
determinations made in 1970y71, and expected changes in the strengths of the Forces and of civilian staffs
of departments in the Defence Group. Other increases in estimated expenditure include $8,254,000 for
Naval construction, $10,084,000 for increased stores Tor the R.A.N. and R.A.A.P., $21,043,000 for arms,
armament and equipment for the Army and $6,009,000 for accommodation and technical facilities.
Expenditure on Forces Overseas (Other than Pay) by the Army and the R.A.A.F. is expect«l to show a
net decrease of $11,036,000.

Defence

Salaries are estimated to increase by $1,877,000, mainly as a result of an additional pay day in |v 71§72
and the full year effect of Public Service salary increases awarded in 1970y71. The estimate for Defence
Aid is $7,760,000 compared with expenditure of $7,200,000 in 1970y71 The increase of $560,000 is
attributable to increases of $1,293,000 and $180,000, respectively, in defence aid to South Vietnam and
Malaysia, offset by a decrease of $913,000 in defence aid to Singapore.

Navy

Expenditure on pay and salaries is estimated to increase by $12,221,000, the main contributing fauors
being the proposed pay increases recommended by the Kerr Committee, the additional pay day and the
full year effect of arbitration and other determinations made in 1970y71 Expenditure on Naval construction
is expected to increase by $8,254,000 and an increased programme for the repair and maintenance of ships
and aircraft is estimated to cost an additional $3,943,000. Expenditure on general stores is expected to
rise by $7,215,000. This reflects mainly increased costs of more sophisticated equipment and prospective
deliveries arising from previously approved programmes. However, there is an estimated reduction of
$1,180,000 in the cost of aircraft purchases, which in 1970y71 included a large nonyrecurrins payment on
Skyhawk aircraft.

Army

Expenditure on pay and salaries is estimated to increase by $29,050,000 mainly as a result of increases
flowing from the Kerr Committee recommendations, the extra pay day, and arbitration and other pay
determinations in 1970y71. The increase of $21,043,000 to $109,553,000 for the purchase of arms, armament
and equipment reflects expected deliveries flowing from programmes approved in earlier years. An increase
of $3,325,000 is expected in the provision of accommodation and technical facilities.

Provision has been made for $5,363,000 of the expected expenditure in 1971§72 to be paid to a Trust
Account to finance Australia's share of commonyuser logistic support for the ANZUK force in Singapore.
Expenditure on the maintenance of forces overseas (other than pay) shows an estimated decrease of

$622,000.

Air
Estimated increases in expenditure include $17,921,000 for pay and salaries, $2,869,000 for expenditure
on equipment and stores, $1,039,000 for repairs and maintenance to aircraft and other equipment and
$2,211,000 for accommodation and technical facilities. The expected increase in pay and salaries reflects
similar factors as apply to the other Services. Expenditure on equipment and stores is expected to
increase because of a proposed increase in authorisations in 1971y72 on approved equipment programmes
and increased payments on some specialised armament and communication equipment. The expected
decrease of $10,414,000 in expenditure on the maintenance of forces overseas results largely from the
withdrawal of the Canberra squadron and part of the Caribou squadron from South Vietnam in June 1971.

Supply

Increased expenditure in 1971 72 by the Department of Supply on civil salaries is estimated at $5,422,000.
This reflects the extra pay day in 1971y72 and the full year effect of pay increases awarded in 1970y71.
Maintenance of production capacity in, and working capital advances for, Government factories are expected
to increase by a net $1,389,000. Estimated expenditure on production development and assistance is expected
to be $1,227,000 greater. Provision of $1,086;000 has been made for Project N, the fixedywing light aircraft
project, and $1,653,000 for (he light helicopter project. The estimated increase of $722,000 in furniture
removals, vehicles and storage is mainly attributable to increased purchases of motor vehicles that are
proposed to replace vehicles which have reached the end of their economic life. These increases arc partly
offset by estimated decreases of $2,020,000 in expenditure on accommodation and technical facilities and
$843,000 on stockpiling of production reserve stocks.

General Services

The estimated increase of $3,660,000 in the Government's contribution to the Defence Forces Retirement
Benefits Fund reflects in the main the increased benefits announced in the Budget. Interest payments on
loans raised in the United States of America to finance the purchase of defence equipment are estimated
to increase by $1,729,000 in 1971y72.
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Defence Expenditure Overseas

Ié)egm expenditure oversess is estimated to be $205000000 in 1971y72 or $7,000000 more than
in 1970y71

During 1970y71 payments overseas continued on current aircraft projects such as Tracker and Sky
for the R.A.N, and the FIIIyC, Mirage and Macchi for the R.A.A.F., on other capital items including
the Oberon class submarines, and on maintenance of forces overseas. The foregoing figures do not include
defence expenditure in Papua New Guinea or defence aid for Malaysia, Singapore and Vietnam.

Defence expenditure overseas includes the following payments for material and equi financed
l&%&r a%edlg 7%rrangemenls with the United States of America authorised by the Loan (Dengo]eeSIActs 1966,

1969y70 1970y71 1971yr2
Actual Actual Estimate
$'000 $'000 $'000

Navy.. .. . 15.807 24,773 21,660

Army., » 9,781 12,310 12,133

Air .. . 20,798 19,198 28,723
Supply 529 572 805 .

46,915 56,853 63,321

of principal under these loans amounli Q > $y,) 67488 in 1970y71 and are estimated to
amount to $66,800,000 In 1971y72



Appropriation BU (No. 1) 17 AucusT 1971 Appropriation Bill (No. 1) 71

ITEM NO. 2 PAYMENT S TO an FOR THE STATES AND WORKS AND HOUSING PROGRAMMES

1969570 1970y71 1971972 YYIncreasy
i ucccease
Actual Actual Estimate 4 1570y71
000 VOM I'OfXt STMO
General Revenue Payments
Financial Assistance Grants * t . 1.141.T19 1418518 1.412.500 6.018
Special Grants . .. 21,900 18,680 14.800 3,880
Special Revenue Assistance .. .. - (a)26.000 43,000 40,000 3.000
Total General Revenue Payments . .. 1.189,219 1,480,198 t.467,300 y 12898
Specific Purpose Payments ofa Revenue Nature
Payments under the Financial Agreement
nterest on Stale Debts . 15,170 15.170 15.170
Sinking Fund on State Debts .. 23,271 24.550 25.689 + VIO
Debt Charges Assistance . .. .. 11.504 23,008 + 11504
Universities .. .. ] . 50,435 58,877 67,863 + 8986
Colleges of Advanced Education .. .. 10,658 15.743 19J82 3439
Research Grants' .y . 3,446 4.170 4346  if J76
Independent)Schoolsy . , «. .. nsg 24,250 24300 + 4?
Blood Transfusion Services . .. .. 5 845 990 + 145
JHume Care Services .. . 31 318 450 + 132
Senior Citizens'Centres. .y . - 3 40 + 37
Paramedical Services . .. . . 67 + 67
Road Safety Practi 130 4000 + 4.090
oad Safety Practices. . .. .. y y
Natural Ditgaster Payments yus J
Drought Relief . . . .. 9,038 9,390 2.000 7,390
Other. Relief. T O 242 612 612
Agricultural Extension Services . 4799 4,985 5680 + 6*5
Minor Agricultural Research .. 98 68 7+ 9
Cattle Tick Control . o 382 388 456 + 68
Bovine Brucellosis and Tuberculosis Eradication .. 203 1421 2125 4+ 704
Coal Mining Industry Lon g Service Leave ., 1,160 1416 2,070 + 654
Total .. - . . . 131.752 17).864 197663 + 23799
Specific Purpose Payments of a Capital Nature
Universities .. .. . . . 17,233 16.346 22167y 5821
Colleges of Advanced Education ., 9.486 14,837 18574 ¥ 3737
Teachers Colleges . 13,160 2470 13,040 + 10,370
Preyschool Teachers Colleges .. . 309 856 1,165 + 309
Science Laboratories. . . . . 12.898 13,062. 10,824. 2.238
Technical* Training .. .. . 9,878 12535 9.217 3,318
o 7,540y T3.257 9.500 3.757
Mental Health Institutinm . 5,501 4H9 5000 + SM
Tuberculosisy Hospitals . *, - 593 469 3713 . 96
Senior Citizens'Centres 16 84 400 + 316
Nursing Homes .. « . & 337 600 + 263
Dwellings for Aged Pensioners 925 4981 6.500 + 1519
Natural Disaster Paymentsy
Drought Relief. .. .. e - 5,120 4,707 1.600 3107
Other Relief 130 5213 2,743 2470
Softwood* Forestry 4,814 4,784 4,108 676
Brigalow Lands Development Queenslan d 1100 300. 1.700 + 1400
Bundaberg Irrigation Works Queenslan d .. 1,900 3,250 + 1359
CrcssvyLongford Irrigation Scheme Tasmani a = . 200 550 + 350
Ord River Irrigation Project Wester n Australia .. 5>50 3.847 4,909 998
Water Resources Investigations/'Measurements . 1601 2,622 2,744 ¥ 122
Water Supply Wester n Australia . . m ! 2,000 1792 1950  + 158
Flood Mltlgatlo_n Ne w South Walesy 1098 1307 + 209
Salinity Reduction Victori a . y|70 25 70 ¥* 45
Fairbaim Dam Queenslan d . 3,122 4.785 5.250 465
Copeton Dam Ne w South Wales 3618 5,750 4,500 1,250
King River Dam Victori a 1385 2,000 330 1670
Pike Creek Dam Ne w South WalesyQueensland . 100 + 100
Tailem Bend Pipeline Sout h Australia 1.I0O V.500 1,500
Commonwealth Aid Roads Grants . . 193,000 218,000 245250 + 27.250
Beef Cattle Roads . 6.268 8,985 10450 + 1465
Railway Standardization Projects .. 20112 7,607. 4,900 2,707
Bell Bay Railway Tasmani a 4250 4+ 4,250
Hydroyelectric scheme Tasmani a . 9.700 3211 2.500 711
Gladstone Power Station Queensland .. . 2300 + 2300
Natural Gas Pipeline Sout h Australia 2250> 1,750 ﬁi)
Other y614 252 499 +
Total 337.643 366,261 405870  jf 306119
Total Specific Purpose Payments .. 469,396 540H24 603,533 + 63,409
Works and Housing Programmes
Interestyfree Capital Grant .. 200,000 209800 + 9,800
Advances(0) .. " . . . 758,000 623.000 650,200 4+ 27,200
Total* Works and Housing Programmes 758,000 823,000 860,000 + 37.000
Totals Payments to or for the States and Works and
Housing Programmesy 2,416.615 2,843.321 2.930,833 + 87511
a) Includes an advance of $10,000000 to Victoria.

ff) As a result of a in, the form of Commanvwealth assistance tq the States for housing from 1971y72, the amounts
tHocated by the States for ing are no longer being specifically identified.
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This item includes payments in the nature of financial assistance to or for the States, except payments
to the States for the maintenance of tuberculosis hospitals and Pa¥ments under the States Grants (Deserted
Wives) Act 1968, both of which are charged to the National Weltare Fund, contributions towards the cost
of development of an integrated township at Exmouth, which are charged to Defence Services, and exy
Pendltu_re on Aboriginal Advancement, which is included under Item Number 10 Othe r Expenditures.
t also includes interestyfree capital grants to the States to finance part of their nonyrevenwe producing
works, and advances to the States for works and housing under the Loan Council borrowing programmes.
Eurtg&e%et%s? (if" 7thze various payments are given in the White Paper '‘Commonwealth Payments to or for

e ' y72.

n 1971y72 Commonvvealct{]npaylmnts to or for the States and works and housing programmes are
estimated to total $293083 3000 a n increase of $87,511,000 or 3.1 per cent. This relatively Small increase
reflects the reduction being mede in the States' financial assistance grants to offset the losS of revenue to
the Commonwealth from the transfer of payyroll tax to the States.

General Revenue Payments

At the Premiers' Conference on 16 June 1971 it wes agreed_to transfer payyroll tax from the Commony
wealth to the States on the basis that the States' financial assistance grants will be reduced to help offset
the resultant loss to Commonwwealth revenue.

The reduction in the States' financial assistance grants will not completely offset the loss to Common
wealth revenue (for further details sse Chapter 11 of ‘Commonwealth Paymerts to or for the States 1971 y72").
However, the net effect is that the financial assistance grants are estimated to be $6,018000 lower than in
1970y71 whereas, in the absence of the agreement to transfer payyroll tax, they would be estimated to
increase by $223,943000, or by 15.8 per cent, in 1971y72 The States will, of course, receive the revenue
from pa?/y' roll tax as from the date of transfer. For the purpose of arriving at these estimates it has been
asu that the States will pass enabling legislation with effect from 1 September 1971

In addition to not completely offsetting the loss to Commonwealth revenue from the transfer of payyroll
tax, the Commonvvealth has agreed to provide special revenue assistance in 1971y72 by vva%gf a nony
recurring grant of $40,000,000. The special grants paid on the recommendation of the Grants Commission
in 1971y72 will be $3880,000 less than in 1970y71

Specific Purpose Payments of a Revenue Nature

Specific purpose p%gm of a revenue nature are estimated to be $23,799,000 greater than in 1970y71
to assist the to meet debt charges are estimated to be $12,643,000 greater, including a further
amount of $11,504,000 granted to the States under meflnanc_lalanangﬁments agreed with the Premiers in
June 1970 to meset debt on $200,000,000 of State debt in 1970y71 and on an additional $200,000,000
in each of the next four years.

to the States for education purposes are estimated to increase by $12,648,000, of which

$3986,000 relates to the increased recurrent expenses of universities, including exceptional increases in

ny Ic salaries and wages. As announced In the Budget Speech, the Commonwealth is to commence

thlso£ar a scherme of grants to the States for housing purposes. Estimated expenditure in 1_971&72 is

$4,000,000. Further details of the scheme and of the various payments are given in the White Paper
‘Commonwvealth Payments to or for the States, 1971y72.

At this stage, natural disaster relief payments are estimated to be $8002000 less than in 1970y71
Payments included in the 1971y72figuresrelate to known commitments. Future commitments of this
type cannot, of course, be foreseen.

Specific Purpose Payments of a Capital Nature

_Specific purpose ?%nen‘s of a capital nature are estimated to increase by $39,609,000. This includes
estimated increases of $27,250,000 in Commonwealth aid roads grants and $11,124,000 in payments to the
States for education. Payments to the States for the development and control of water resources are estimated
to show a net decrease of $1,059,000; increased expenditure on irrigation projects is offset by smaller requirey
ments for the construction of the %Sgeton and King River Dams. Payments for railway construction
projects are estimated to be $1,543000 more, Iar(g%y & a result of the provision of $4,250000 for the
construction of the Bell Bay railway in Tasmania. Other large increases include $2,300,000 for the Gladstone
(Queensland) Power Station; $1,519,000 in payments to assist in the construction of dwellings for a%eg
pensioners; and $1,465000 for beef cattle roads. Natural disaster relief payments are estimated to
$5,577,000 less, than in 1970y71

Works and Housing Programmes
At its meeting in June 1971 the Australian Loan Council approved a govemment borrowing programme
for 1971y72 of whicb $860,000,000 wes for thefinancingof State works and housing. This includes
$209,800,000 which the Commonwealth is providing as an interestyfree capital grant to help the States
finance works from which debt charges are not normally recovered. As a result of the change in the form of
Commonwealth assistance to the States for housing from 197172, the amounts allocated by the States for
housing are no longer being specifically identified.
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The Loan Council approved borrowing programmes of 8426,733,000 for State semiygovernment and
local authorities with programmes in excess of S300,000 in 197172, and $1,270,000 for Commonwvealth
authorities. The Loan Council also decided that no overall limit should be placed on borrowings by authoriy
ties for which the State Governments approve individual programmes of not more than 8300,000 in 1971y72.

ITEM NO. 3 PAYMEN T TO NATIONAL WELFARE FUND

196970 1970y71 1972 égggg‘?

Actual Actual Estimate g 1970§71

S'000 $'000 S000 $'000

Social Services

Age Pensions () 529,982 582,839 673070 + 90,181
Invalid Pensions (@) 112,000 119,387 136,030 + 16,643
Widows' Pensions 81,753 90,514 105060  yfy 14,546
Maternity Allowances 8,000 8,554 9000 + 446
Child Endowment 220,143 198,467 218910 4+ 20443
Unemployment and Sickness Benefits 18,592 23478 26370 4+ 2,892
Rehabilitation Service 2,758 3,646 4273 + 627
Sheltered Employment Allowances 436 590 670 + 80
Funeral Benefits 1512 1653 1,700 + 47
Payments under States Grants (Deserted Wives)

Act 1882 3,691 4700 4+ 1009
Personal Care Subsidy 1133 1592 1750 + 158
Delivered Meals Subsidy .. .. , - 196 A1 322 19

Total . 78385 1034801 1181855 + 47,054

National Health Services

Medical Benefits 56,863 95,604 123150 4+ 27,546
Medical Services for Pensioners 19,224 19,904 27830 + 7,926
Hospital Benefits 40,258 49,812 67500 + 17,688
Payments to Public Hospitals for Pensioners 24,163 23549 25250 + 1701
Nursing Home Benefits 46,960 49477 51,860 + 2,383
Handicapped Persons* Homes

Children's Benefit.. . 485 456 566 + 110
Pharmaceutical Benefits 95,650 115,094 117200 4+ 2106
Pharmaceutical Benefits for Pensioners 41.069 45,181 51450 + 6,269
Milk for School Children 10.051 10,160 11550 4+ 1390
Tuberculosis Medical Services and Allowances .. 11,326 11,256 11630 + 374
Miscellaneous Health Services 4,955 6,612 7,720 + 1108

Total .. 351,004 427,106 495,706 + 68,600
Housing Benefits
Homes Savings Grants 12,336 15,200 16540 + 1340
Commonwealth and State Housing Agreement
1945 Contributio n to Rental Losses 74 131 152+ 21
Total 12411 15,331 16692 + 1361
Total Payment to National Welfare Fund .. 1,341,799 1477238 1694253 +217,015

(a) Figures are approximate only.

The National Welfare Fund Act requires that the payment from Consolidated Revenue to the National
Welfare Fund each year be equal to actual expenditure from the Fund in that year. In 1970y71 expenditure
from the Fund was $1,477,238,000 and, after taking account of the net costs of the proposals announced in
the Budget Speech, it is estimated to total $1,694,253,000 in 1971§72, an increase of $217,015,000.

Of this increase, the additional fullyyear cost in 197172 of measures announced in the 1970y71 Budget
or during 1970y71 is estimated to account for $37,000,000. The occurrence of an additional age and invalid
pension and public service payyday in 1971y72 is estimated to add $27,400,000 to expenditure. The measures
announced inthe 1971y72 Budget Speech are estimated to add a net $49,700,000 to expenditure in 1971y72
and $68,020,000 in a full year. Details of the estimated costs of and savings from the particular proposals
are as shown on the following page:
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Estimated Cost (+)
or Saving ( )
Proposal

1971y72 Full Year

$000 $000

Increases of Si .25 a week and $1.00 a week, respectively, in the standard and
marriedratesof pension and similar benefits. The increases are to be restricted
to those persons in receipt of payments at or near the maximum rate of benefit + 39270 + 52360

Increase of $1.00 a week in the rate of wife's Allowance + 1280 + 1700

Increases in the rates of child allowance for
First child b y $2.00 a week
Each other child b y $1.00 a week ..

Increases of 50 cents a week in the rates of child endowment for the third and
each subsequent child under 16 years in a family and for each child under 16
years in an institution

Increases in the rates of tuberculosis allowances in tine with increases proposed
for social service pensioners .. . . .. + 40 + 60

+

} + 9000 12,000

+

15910 + 26,500

+
+

Total cost of increased benefits and allowances 65,500 92,620
Less Increase of 50 cents in general patient contribution for pharmaceutical
benefits . . y 15800 § 24,600

NetTotal + 49,700

+

68.020

Existing and proposed rates of benefits are outlined in Statement No. 10.

ITEM NO. 4 REPATRIATIO N SERVICES

1969470 1970y71 1971y72  * Increase

; Decrease
Actual Actual Estimate on 1970§71
$000 $000 $000 $000
War and Service Pensions and Allowances
Pensions and allowances for exyservicemen and
dependants 124,685 128,630 142,720 4y14,090
Pensions and allowances, for widows and other
dependants of deceased exyservicemen 58,401 62,379 70,900 + 8521
Service pensions 39,912 43,732 48,740 + 5008
Pensions and allowances for seamen and other _
civilians 368 382 445 ji 63
223,366 235,122 262.805 + 27,683
Other Benefits
Specialist local medical officer and ancillary
medical services 9,665 10,130 13,120 + 2990
Pharmaceutical services 15,696 16,621 18.200 + 1579
Maintenance of patients in nonydepartmental
institutions 5,885 6,593 8,820 + 2227
Miscellaneous benefits 10,714 11,680 12970 + 1290
41,960 45,024 53,110 + 8,086
Repatriation Institutions 31,378 35,019 39,495 it 4.476
Total Repatriation Services .. 296,704 315,165 355,410 + 40,245

Expenditures on Repatriation Services are estimated to increase by $40245000 in 1971y72 to
$355410,000. An additional lwereKwee payment of war pensions and benefits in 1971y72 is estimated to
add $12500,000 to expenditures. The additional fullyyear cost in 1971§72 of increased benefits announced
in the 1970y71 Budget and in March 1971 is estimated to be $4,600,000. Higher local medical officer fees,
pharmaceutical costs, State hospital charges and salaries for staff in repatriation institutions together with
the occurrence of an additional publicyservice payyday in 1971y72 account for $9,800,000 of the estimated
increase. The proposals announced in the Budget Speech are estimated to cost 38,385,000 in 1971y72 and
$11,230000 in a full'year. Details of the estimated costs of the particular proposals are as follows:
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Estimated Cost
Proposal

Increase in war pensions
Special rate b y S3.50 a week
Intermediate rate b y 81.75 a week
War widows* b y $1.25 a week
W»r orphans'
father dead
first child b y $1.00 a week
each other, child b y $2.00 a week
both parents dead
each child b y $2.00 a week
Increase in fifth schedule allowances (items 7y15) b y various amounts
Increase in attendants' allowances
higher rate b y $2.00 a week
lower rate b y $1.00 a week.
Increases in service pensionsy and allowances comparable to those for social
service pensions and allowances
Other Repatriation proposals (adjustmentsy to fifth schedule allowances (items
1y6) and thej higher rate of sustenance allowance consequential on the proy
posed increase in the special rate war pension)

Total..
Existing and. proposed rates of benefits, are outlined in Statement No. 10.

ITEM NO.5 DEB T CHARGES

1969y70 1970y71 1971572 4 Increase

Actual Actual. |, Estimate' Decrease
on 1970y71
S $ 00 S'000 $f000
Interest(o)
Commonwealth Inscribed Stock Act,, etc. 72,436 79,133. TeH>5  § 3,02i
International Bank for Reconstruction and
Development Loan s 7.524y .694 $,866 y 828
Sinking Fund 26,351 21,061 18,033 y 3,028
Loan Flotation Expenses (Consolidated Revenue
Fund) 818 75 60 15
Loan Flotation Expenses (Loan Fund) . 1511 704 1,500 + 796
Drought Bonds Expenses . 128 118 85 y 33
Total Debt Charges 108,767 107,786 101649 § 6,137
A mrEs gl SAOTI0 A SO0 Y, Sl SO0 D,
0 erica, are inclu Item'No I

Interest Commonwealt h Inscribed Stock Act, etc. Interest payments under the Commonwealth Inscribed
Stock Act, etc., are estimated to decline by $3,028,000 mainly as a result of reductions of Commonwealth
debt outstanding by the National Debt Sinking.Fund and the Loan Consolidation and Investment Reserve.
These reductions are partly offset by increasesin debt charges arising from the difference between the rates
of interest at which the Commonwealth borrowed in Australia and overseas in 1970y71 and the lower rates
charged, by the Commonwealth, on. advances, made to; the States under the CommonwealthyStates. Housing
Agreements in that year.

Sinking Fundi The National Debt Sinking Fund'Act 1966y1967 provides'for contributions each year
from the Consolidated Revenue Fund to the National Debt Sinking Fund equal fo 4 per cent of the net
debt of the Commonwealth liable to these contributions at 30 June of the previous year. The amount
payable is reduced by income earned from investments after allowing for any profit or loss on the sale of
securities. Net Commonwealth debt on which the 4 per cent contribution is calculated declined by
$120,500,000 during 1970§71, due mainly to cancellations of $206,600,000 by the Loan Consolidation and
Investment Reserve which were partly offset by a net increase in Treasury Notes of $83,200,000. Tlie gross
percentage contribution from Consolidated Revenue is estimated therefore to decrease by $4,819,000 in
1971y72. After allowing for an estimated reduction in investment income of $1,791,000, the net decrease
in the contribution from Consolidated Revenue is estimated to be $3,028,000.
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ITEM NO. 6 DEPARTMENTA L RUNNING EXPENSES

1969y70  1970y71  1971yr2  + Increase

; Decrease
Actual(@) Actual(@) Estimate on 1970y71
$'000 $'000 $'000 S'000
Parliament .. .. . .. 3,255 4,067 4829 + 762
AttorneyyGeneral's 15,615 17,615 21917 + 4303
Civil Aviation 61.056 73.962 84501 + 10539
Customs and Excise 24,249 28,209 32216 + 4,007
Education and Science 4,610 6,318 7894 4+ 1576
Environment, Aborigines and the Arts(£>).. 2271 3574 5170 + 159
External Territories 2,844 3,239 3439 + 200
Foreign Affairs 26,713 30,727 35297 + 4570
Health 14,019 17,083 20908 + 3824
Housing . . 5,765 6,402 7134+ 732
Immigration 17,734 19,790 21056 + 1266
Interior 48,409 57312 61861 + 4549
Labour and National Service 12472 15,370 19282 4+ 3912
National Development 13444 15,081 17524 4+ 2443
Primary Industry 11,636 14569 17938 + 3369
Prime Minister and Cabinet .. 21,918 24,287 27874 + 3587
Repatriation 14,972 16,700 19135 4+ 2435
Shipping and Transport 6,731 8,029 9828 4+ 179
Social Services 18,590 21,284 25524 4+ 4,240
Supply Antarcti ¢ Division(c) .. 2,179 2,336 2667 + 31
Trade and Industry 18,370 21,197 23585 4+ 27387
Treasury
Bureau of Census and Statistics 17567 20,105 27751  + 7,646
Commonwealth Taxation Office 46,076 52,095 60179 + 8084
Other 9181 10624 12227 + 1603
Works 48,928 54,035 58119 4+ 4,084
Total Departmental Running Expenses 468,604 544,010 627,856 + 83846

a)Someoftheﬁ res _for "A)and1970y7lhavemnadjlﬂedforacmunﬁngd‘ang&stoplaoeﬁemonabasis

|ncl _Pzg Bnmwﬂgg}l/r‘;steréry%f ul?%% andI the'tLIJ'rreeﬁaskflyry Flgur%I %r prewws years are rm%% \Rﬁd tiqgs

glnprevmsyearsq included in Item No. 1, Defence Services.

The estimated increase in Departmental Running Expenses is made up as follows:

1960y70  1970y71  1971yr2  4yIncrease

; Decrease
r Actual Actual Estimate on 1970y71
$'000 $'000 $'000 S'000
Wages and salaries .. .. .. 303,761 359,868 428473 + 68,605
Other administrative expenses .. .. .. 164,843 184,142 199383 + 15241
Total .. .. . 468,604 544,010 627856 + 83,846

Of the estimated increase of $68,605,000 in expenditure on wages and salaries in 1971y72, the occurrence
of one more Public Service pay day accounts for about $16,000,000. The remainder is attributable mainly
to the full year effects of higher wage and salary rates arising from arbitration and other determinations
during 1970y71, and the increase in staff numbers.
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ITEM NO. 7. TERRITORIE S (EXCLUDING PAPUA NEW GUINEAXO)

1969570  1970§71  1971y72  *Increase

; Decreas e
Actual Actual Estimate on 1970571
) ) ) S'000 S'000 S000 S'000
Australian Capital Territory
AttorneyyGeneral's .. 532 639 779 + 140
Education and Science 8,259 11,105 12,458 + 1353
Health 4,531 6,465 6,858 + 393
Interior
Police .. . 1,967 2451 3,261 + 810
Other 11,623 13,903 16,000 + 2,097
National Capital Development Commission 1,956 2,295 2,695 + 400
Works 4,268 4,600 4,901 jly 301
Labour and National Service .. .. 27 + 27
Total Australian Capital Territory 33,137 41,459 46,980 + 5521
Northern Territory
AttorneyyGeneral's .. . . 324 391 502 + 11
Education and Science .. .. .. 3,720 5073 5,504 + 431
Health . 7,625 9,420 11,604 + 2184
Interior . .. . . 27,180 31,037 34,745 + 3,707
Labour and National Service 9
Works 10,407 11,160 13306y + 2,146
Aboriginal Reserves Minin g and Tim ber Royalties 277
Total Northern Territory .. 49,543 57,081 65,660 + 8579
Total Internal Territories . 82,680 98,540 112,640 +14,100
External Territories(6) .. .. .. * 1292 1317 1476 + 158
Total Territories .. 83,972 99,857 114,116 + 14,258

Oihg 5%&%%%%&82 égpital vvorks and servlces see Items Nos. 11 and 12 Advance s for Capital Purposes and
) Includes the Australian School of Pacific Administration.

The estimated increase in expenditure in the Australian Capital Territory includes 52,907,000 for
greater expenditure by the Department of the Interior on police, administration and municipal activities
and $1,353,000 for the Department of Education and Science. Of the latter increase, $610,000 is for payy
ment to the New South Wales Department of Education for teachers at government schools in the Australian
Capital Territory, and $486,000 for increased running costs of government schools and increased interest
payments arising from the growing independent school construction programme.

The estimated increase of $8,579,000 in expenditure in the Northern Territory results from the continuing
expansion of community, welfare and municipal services. Expenditure by the Department of the Interior
is estimated to increase by $3,707,000, including increases of $2,314,000 for salaries and administrative
expenses, $341,000 for general services undertaken by the Northern Territory Administration, and
$1,001,000 for Aboriginal advancement. Expenditure on Health services is estimated to be $2,184,000
greater and expenditure undertaken by the Department of Works $2,146,000 greater.
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ITEM NO. 8 EXTERNA L ECONOMIC AID (INCLUDING PAPUA New GUINEA)

1969y70 1970y71 1971972+ Increase

Actual Actual Estimate nDe%%s;?l]

S'000 S'000 S'000 S'000
Muiltilateral Programmes 10,558 11,458 8505 y 2,953
Bilateral Programmes .. 40,284 43,425 46973 + 3548
50,842 54,883 55478 + 503
Papua New Guinea 102,466 108,186 116582 + 8,396
Total 153,308 163,069 172060 + 8991

TheflgureSIn this table summarise clearly identifiable items in the Budget which are in the nature of
economic aid to developing countries.

A number of Commonvealth Departments and instrumentalities operate in Papua New Guinea and
incur direct expenditures ofan economic nature in the Territory which are also regarded as aid for purposss
of intermational comparison. Such expenditures are included under other heads in the Budget

Details of total expenditure on external aid, including estimates of expenditure on certain items not
included in the table abowve, are st out in Statement Ong

ITEM No. 9 COMMONWEALT H PAYMENTS TO INDUSTRY

1969570  1970y7l  1971y72  *increase

i Decrease
Actual Actual Estimate on 1970571
S'000 S'000 S'000 S'000
Rural Industries . . .. 133111 210,424 274917 + 64,493
Manufacturing Industries . .. 68,047 90,889 82831 §y 8058
Mining Industries .. .. . 16,157 13.092 11460 y 1632
Transport Industries .. . .. 2,107 2,273 2028 vy 245
Total Commonwealth Payments to Industry 224,422 316.677 371,236 + 54558
Thefiguresin this table summarise bounties, subsidies and certain other Commorvwealth payments ©
industry. Details of these, together with information on other Commonwealth ftures rrmb 1o assist

industry and assstanoeu)lndustrymrwghmetaxanonwstem are set out in No. 9.
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ITEM NO. 10 OTHE R EXPENDITURES

196970 1970571 1971572 *_Increase
Actualfa) Aclu%(a) Estimate Or?ef%ﬁ
$O0Q S'000 $ 000 $000
Parliament . .. 2,832 2,793 2914 + =
AttorneyyGeneral's .. .. . a 1,641 2,064 1,972 92
Civil Aviation .. . .. . . 1,882 2,272 2,429 + 157
Customs and Excise  «. . . N m 392 610 563 47
Education and Science
Australian National University o a 21,314 26,202 29,785 + 3,583
Commonwealth Scholarship Schemes 32,215 38,421 43,704 + 5283
Commonwealth Scientific and Industrial Research Organizay
44541 50,300 + 5759
Canberra Coilege of Advanced Education 1678 2,250 + 572
Other 2,154 + 111
Environment. Aborigines and the Arts
Aboriginal Advancement .. a. 14,230 + 3830
National Library . 5.082 + 700
Other 5978 951
External Territories + 1
Foreign Affairs
International Organizations Contribution s aa > 4,930 + 1,018
Other 45 + 31
Health 5879 + 972
Il—|ousmg . .. . « a. 101 + 14
mmigration
Assglsted P; e Schemes 9. 32646 5,841
Contributions to Commonwealth Hostels lelted .. 5,140 514
Migrant Education . . 4,880 + ' 1005
Other .. .. .. ., * * 2, + 46
Interior . . 72 + 9
Labour and National Serwcey
Stevedoring Industry . .. . Fk «. 16,600 + 2591
Other .. .. .. a. r. 1569 + 637
National Development
Australian Atomic Energy Commission .. a, «. 11.600 + 32
Joint Coal Board .. 524 + i
Other .. .. .. aa a 1,622 + 685
PostmasteryOeneral's
Broadcasting and Television Services .. aa aa 74,371 +
Primary Industry
Wheat Research t aa 1,598 + 261
Wool Promotion and Research & aa a. 34,323 + 86
Meat Research, etc. .. a a. 5.860 + 1330
Dairy Produce Research , Promption, etc. a aa 2,830 + 213
Canned Fruits Promotion , etc. aa «. 947 37
Poultry Industry Stabilization and Research aa a. 12,900 + 110
War Service Land Settlement . 4,730 + 802
Other a . 3,327 + 781
Férr:me Mlnlsate_lr_ and Cabinet . .. a aa 1,132 40
ipping and Transport
Bureau of Roads .. .. .. aa aa 786 + 1
Other .. . .. .. aa a* 782 + 56
Social Services
Homes foraged persons . .. a . 17.200 + 450
Telephone concessions for pen5|oners . a. t. 3,860 + 905
Oth . .. . . 2,216 3,028 4534 + 1506
Trade and Industry .. .. .. » * 2,45? 2.J2P 2,979 + 459
Treas!
%ulr_)gr/annuatlon 35.358 39,156 51.700 + 12544
ess payment S in’ respect ‘of former Post Office emy
ployeesWO , . 15,354 16.477 21,700 + 5223
Net superannuation .. .. 20,004 22,679 30,000 + 7321
Remission of taxes and fines 3,280 3,154 3,520 + 366
Other . - . 624 496 565 + 69
Total Other Expenditures .. 367,724 414,977 456,213 + 41,236

o i e B S re%afor”%%;ed g matt o otiore 1 bt sy o Pt ot et ar
1 ibutions | ice i
aocSJgd iability for supe ation g p years respect
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Other Expenditures comprise expenditures and estimated expenditures under annual and special approy
priations from the Consolidated Revenue Fund and the Loan Fund which are not included under other
items. Total expenditure under this heading is estimated to increase by $41,236,000. Larger variations are:

Education and Science

Australian National University. The estimated increase of $3,583,000 in payments to the Australian
National University in 1971y72 reflects the second fullyyear costs of the 1970y72 triennial programme.

Commonwealth Scholarship Schemes. The estimated increase of $5,283,000 includes $3,281,000 for
university scholarships, $864,000 for advanced education scholarships, and $773,000 for postygraduate
awards. The estimated increase in expenditure on university scholarships takes into account the first fully
year effect of a greater number of open entrance scholarships and increased rates of allowances, both of
which became effective from the beginning of 1971. The estimated increase in expenditure on advanced
education scholarships, as well as taking account of the first fullyyear cost of increased allowances, also
reflects the announcement in the Budget Speech that the number of scholarships will be raised from 2,500
to 4,000 from the beginning of 1972. The growth in the cost of postygraduate awards reflects the first
fullyyear effect of an increase in the number of existing awards, the introduction of a new category of 'course
awards' and increased stipends, all of which became effective as from the beginning of 1971. Provision
has also been made for a number of teacher training scholarships to be awarded from the beginning of
1972, intended primarily to provide a source of teachers for community schools in the Northern Territory.

Commonwealth Scientific and Industrial Research Organization. Of the total estimated increase of
$5,759,000 in 1971y72, $4,618,000 is the result of increases in salaries arising from recent awards and detery
minations and the provision for an additional pay day in 1971y72. Anadditional $471,000 is required for
the redeployment of staff previously supported from wool and dairy industry research funds. The remaining
$670,000 reflects increases in administrative costs and grants to research associations.

Environment, Aborigines and the Arts

Aboriginal Advancement. An amount of $10,400,000 was paid te the Aboriginal Advancement Trust
Account in 1970y71, which, with the unexpended balance in the Trust Account, meant that some $11,330,000
was available for expenditure on Aboriginal Advancement. Actual expenditure in 1970y71 totalled
$11,210,000 of which grants to the States totalled $7,000,000. It is estimated that $14,230,000 will be paid
Into the Aboriginal Advancement Trust Account in 1971y72, so that, with the balance in the Fund at
1 July 1971, $14,350,000 will be available for expenditure in 1971y72. Of the $3,140,000 increase in estimated
expenditures from the Trust Account, payments to the States will increase by $2,200,000 and payments
under the Study and Secondary Grants Schemes by $1,318,000.

Foreign Affairs

International Organisations Contributions . Contributions to international organisations are estimated
to increase by $1,018,000 in 1971y72 including an initial membership subscription of $500,000 to the
Organisation for Economic Coyoperation and Development.

Immigration

Assisted Passage Schemes. The 1971y72 assisted migrant programme is 100,000 settlers compared with
120,500 in 1970§71. This accounts for the decrease of $5,841,000 in estimated expenditure on embarkation
and passage Costs.

Migrant Education. The estimated increase of $1,005,000 includes $765,000 for the further development
of the child migrant education programme and $390,000 for intensive English language courses.

Labour and National Service

Stevedoring Industry Act. The proceeds of the stevedoring industry charge levied on the industry are
paid to the Australian Stevedoring Industry Authority. Payments are estimated to rise by $2,591,000 in
1971y72 as a result of increased charges operative from June 1971.

PostmasteryGeneral's

Broadcasting and Television Services. The estimated increase in expenditure of $6,754,000 includes
$5,138,000 for increased running expenses of the Australian Broadcasting Commission and $1,135,000 for
additional expenditure on technical services provided by the PostmasteryGeneral's Department.

Primary Industry

Meat Research, etc. The estimated increase of $1,330,000 reflects, in the main, the increased rate of
cattle slaughter levy operative from February 1971. The proceeds of the levy are used to finance research
and to meet the expenses of the Australian Meat Board.

War Service Land Settlement. Payments to the agent States under the States Grants (War Service Land
Settlement) Act 1952y53 for the acquisition and development of properties and for the provision of credit
facilities to soldier settlers are financed from loan moneys and amounted to $3,391,000 in 1970y71. Of the
estimated payment of $4,000,000 in 1971y72, $3,483,000 will be in respect of the provision of credit facilities.
The estimated increase of $609,000 in 1971§72 arises mainly from an expected increase in the credit requirey
ments of soldier settlers in the agent States. Administrative expenses under the War Service Land Settlement
Scheme, which are met from annual appropriations, are estimated to increase from $537,000 to $730,000
in 1971y72.
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Social Services

Telephone concessions forypensioners. Of the increase of $903,000 in estimated expenditure, $560,000 is
attributable to the announced increases in telephone rentals.

Other. Expenditure under this headin% is expected to increase by $1,506,000. This increase is mainly
attributable to an estimated increase of $794,000 in é;rants to eligible organisations under the Sheltered
EmJ)onment (Assistance) Act 1970 and under the Handicapped Children (Assistance) Act 1970 for which an
additional $705,000 is provided.

Treasury

Superannuation. Growth in the number of pensioners under the Superannuation Act 1922y1971, together
with rising entitlements, in the case of new pensions, because of salary increases, the introduction of nony
contributory units, and the Government's intention to increase rates of pension, are estimated to result in
an increase of $12544,000 in Government contributions to the Superannuation Fund. Recoveries of
payments in respect of pensions to former Post Office employees are estimated to increase by $5,223,000,
thus reducing the increase in the Government contribution to an estimated net $7,321,000.

ITEM NO. 11. ADVANCE S FOK CAPITAL PURPOSES!™)

1969y70 1970y71 1971y72 ~ +lncrease

i Decrease
Actual Actual Estimate on 1970y71
S'000 S000 $000 $000
Post Office . 233,000 247,000 255,000 + 8,000
Australian National Airlines Commission 8,110 17,117 10,714 y 6,403
Qantas Airways Limited 3,198 29,982 86,200 +56,218
Australian Coastal Shipping Commission 14,000 2,000 6,000 + 4,000
Snowy Mountains Hydroyelectric Authority 35,608 30,734 19,389 y11,345
Snowy Mountains Engineering Corporation 800 625 y 175
Australian Atomic Energy Commission Repayabl e
Advance 712 2448 53 y 2395
Australian Industry Development Corporation 25,000 12,500 y12,500
Commonwealth Development Bank 10,000 + 10,000
Australian Wool Commission 12,000 10,000 § 2,000
War Service Homes 55,000 61,000 60000 Yy 1,000
Awustralian Capital Territory Housing Advances 9,626 12,090 14530 + 2,440
Australian Capital Territory Electricity Authority .. 200 800 200 y 600
Northern Territory Housing Commission 5475 5,400 6,900 + 1500
Northern Territory Port Authority 1047 1604 + 557
Other Northern Territory Advances Qg 1075 959 y 116
Commonwealth Serum Laboratories Commission .. 800 + 800
Total Advances 365,273 448492 495474 +46.982

(<0 Other than advances lo the States.

The estimated increase of $46,982,000 in advances for capital purposes is the net result of a number of
significant variations.

Post Office. It is estimated that an amount or $255,000,000, or $8,000,000 more than last year, will bo
provided to the Post Office in 1971y72 to help finance its capital works programme. The Post Office wilt
also be contributing to the programme from its own internal resources, mainly depreciation funds.

Australian National Airlines Commission and Qantas Airways Limited. Advances to the Australian
National Airlines Commission are estimated to decrease by $6,403,000 as a major part of the Commission's
reyequipment programme was completed in 1970y71. The advance to Qantas Airways Limited is estimated
to increase by $56,218,000 to meet payments on Boeing 747 aircraft.

Australian Coastal Shipping Commission. The increase of $4,000,000 in the provision this year is to
assist in financing investment by the Commission in new ships and equipment for overseas and coastal trades.

Snowy Mountains Hydroyelectric Authority. The estimated decrease of $11,345,000 in expenditure in
1971y72 reflects progress towards completion of the Snowy Mountains Scheme.

Australian Atomic Energy Commission. The estimated decrease of $2,395,000 in expenditure results from
the decision to defer consideration of the construction of the Jervis Bay nuclear power station.

Australian Industry Development Corporation. Provision has been made for the payment of $12,500,000
to the Corporationin 1971y72 as a second instalment of capital. An amount of $25,000,000 was provided
as an initial capital subscription for the Corporation in 1970y71.

Commonwealth Development Bank. Provision has been made for an advance of $10,000,000 to help
finance an extension of the Bank's operations to include loans to farmers for the acquisition of additional
land to build up the size and operational efficiency of their farms.
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Australian Wool Commission. An amount of $10,000,000 has been provided for advances of additional
Working capital.

War Service Homes. As announced in the Budget Speech itis proposed to increase the maximum loan
under the War Service Homes Scheme from $8,000 to $9,000. An amount of $60,000,000 has been provided
for expenditure on War Service Homes in 1971§*72.

Awustralian Capital Territory Housing Advances. The provision of $14,530,000 for housing loans in the
Australian Capital Territory, an increase of $2,440,000, makes allowance for proposed increases in maximum
loans, to be made concurrently with the proposed increase in the maximum loan under the War Service
Homes Scheme, from $8,000 to $9,000 in the case of the Commissioner for Housing and from $8,500 to
$9,500 for coyoperative building societies.

Northern Territory Housing Commission. The increased (provision of {1,500,000 includes $900,000 to
Cover payments for land from 1 January 1971 under the helw land tenure arrangements for the Territory.

ITEM NO. 12 OTHE R CAPITAL 'WORKS AND SERVICES

1969970 1970§71 1971572+ [ocrease
ActuaKa) Actu%/(a) Estim)a/te on %e%g%e
) o S'000 S000 t'000 S'000
Purchase or Sites, Buildings and Improvements on Leasesy
Undcr the control of the Department of the Interior
Civil Aviation .. .. .. 1555 1,808 2777 +  96S
Interior .. .. .. .. .. 805 1,841 21,281 + 19.440
Other ) .. .. .. .. 2,123 3739 1,708 § 2031
Overseas Establishments .. .. 1533 556 781 + 225
Other .. ). .. 79 169 65 y 104
Total Purchases, etc. ). .. .. 6,096 8.113 26,611 + 18,498
Building and Works
Under the control of the Department of Works .
Civil Aviation .. .. .. 31,980 39,202 26,675 y12,527
Education and Science "
S.ILR.O 2,670 3,878 3,090 y 788
Other .. . o 2,836 4,081 6,229 + 2,148
Health .. .. .. .. 2,876 6,608 15,860 + 9,252
. 3,896 974 35 y 939
Interior . . . , 28,893 33.082 38,480 + 5398
Repatriation o .. 1975 2,345 1,440 § 905
Social Services .. . . . 1,392 953 2,116 + 1,163
Works e .. 1389 1136 727 y 409
Broadcasting and Television Services . . i, 2?&’? 3486 5885 + 2,399
Other L. .. ) 3,348 4,463 + 1,115
Total .. a. 81,519 99,093 105,000 + 3,907
National Capital Development Commission 50,028 55,750 58,500 + 2,750
Other
Attorne%yGeneral's.. .. .. 24 «57 1316 + 459
C.S.I.LR.O. ] » e 633 540 493 y 47
Overseas Establishments . 838 304 655 + 351
'‘Other .. .. .. , 1,783 1943 2,021 + '78
3,279 3,644 4.485 + 841
Total Buildings and Works .. . 134,826 158,487 167,985 + 9,498
Plant and Equipment, etc.
7,165 11,396 9,576 y 1820
' Health .. . .. .. 1252 5.707 1280 y 4427
Interior .. .. .. ,. 4,635 5,166 6,629 + 1463
C.S.I.LR.O. 1032 1056 1107 + 51
Works .. 3,435 3.851 3,150 y 701
Broadcasting and Television Services . . 3,964 5,859 5825 y 34
Repatriation .. .. 44 2,018 75 y 1,943
Social'Services - . 41 2,461 75 y 2,386
National Development .. .. e 1,330 992 88> y 107
Overseas Establishments | . .. 333 352 lggg vy 59
Other .. .. , . 2,092 1952 g y 416
Total Plant and Equipment .. 25,322 40,810 30431 y10,379
Other Payments to or Tor the Statutory Bodies and Other
Organisations for Capital Purposes
ommonwealth Railways 12,231 14.319 19,675 + 5,356
Commonwealth Hostels .. .. .. .. 5,990 5.460 2,398 y 3,062
Australian National Unlver5|3/ .. .. 4,522 5,690 5.049 y 642
Canberra College of Advanced Education .. .. 1,400 3,310 3,460 + 150
Independent schools A.C.T .and N.T. .. .. 873 833 1,098 + 265
Australian Atomic Energy Commission .a 2,060 1.780 1,764 y 16
AngloyAustralian Telescope Board .. .. .. . 38S 2,514 + 2,126
y319 765 802 + 37
Total Other Payments .. .. * 27,396 32,545 36,760 + 4,214
Total OtherCapital Works and Services 193,6*1 239,957 261,786 +21,830

a) Figures for 1969770 and 1970y71 have been Bbljilstea for accduttting changes to ‘place ‘them on aifesls comrjarttble
Vhrg %he %9713‘/72 estimates. 0 ! 9 P !
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la 1971y72 expenditure on other capital works and services is estimated to total $261,786,000, an
tocrease of $21,1f30,600. These estimates include expenditure in the Australian Capital Territory ef
$74,008,000 or $8,710,000 more than in 1970y71, and $51,079,000 in the Northern Territory, $8,366,000
more than last year.

Purchaseyof Sites, Buildings and Improvements ‘on Leases

tinier the Con'ttvl of the Department of the Interior

Civil Aviation. The increase of $968,000 in estimated expenditure stems mainly from the proposed
purchase of land for the development of Brisbane and Perth airports.

Interior. The estimated increase in expenditure by the Department of the Interior includes $16,700,000 in.
payment for the transfer offiveacres of Navy land at Woolloomooloo (N.S.W.) on which Commonwealth
offices are planned to be built. This amount will be credited to Consolidated Revenue Fund and is shown

under the heading 'Other “Revenue' in Statement No. 5. Also included in ihe estimates is an additional
1(2,995,000 for the purchase of freehold land in the Australian Capital Territory in continuation of the
policy to acquire such land for future development.

Other. The estimated reduction of $2,031,000 in other expenditures under the control of the Department
of the Interior relates chiefly to nonyrecurring expenditure in 1970y71 on the acquisition of hostel buildings
in the Northern Territory on behalf of the Department of Labour and National Service.

Buildings and Works
Under the Control of the Department of Works

Civil Aviation. The estimated $12,527,000 reduction in civil aviation works is due to the tapering off
of major construction projects at Melbourne and Avalon Airports (Vic.) and Sydney (KingsfordySmith)
Airport (N.S.W.).

Education and Science. Expenditure on laboratories for the C.S.1.R.O. is estimated to be $788,000 less
than in 1970y71 The estimated increase of $2,148,000 in expenditure on other works reflects the expected
increase of $2,170,000 on schools in the Northern Territory.

Health. The estimated increase of $9,252,000 is attributable mainly to hospital construction. Expenditure
in the Northern Territory, principally for the Nhulunbuy hospital, is expected to increase by $6,110,000.
Similar work in the Australian Capital Territory, related mainly to the Woden Valley Hospital, is estimated
to. increase expenditures by $2,963,000.

Immigration. Reduced activity on migrant hostel works in Victoria and New South Wales accounts
for the reduction yof $939,000 in estimated expenditure on behalf of the Department of Immigration.

Interior. The erection of Commonwealth offices, principally in Brisbane and Hobart, and urban developy
ment and Aboriginal advancement projects in the Northern Territory are the main factors leading to the
increase of $5,398,000 in expenditure. Expenditure on office construction is estimated at $3,647,000 more
than in 1970y71 and on the Northern Territory projects, $2,136,000 more. Expenditure on behalf of the
Department of the Interior in the Australian Capital Territory is estimated to be $385,000 less.

Repatriation. With major projects nearing completion in Perth and Sydney, works expenditure for the
Department is expected to decline by $905,000 this year.

Social Services. The estimated increase of $1,163,000 relates to the construction of a new rehabilitation
centre at Glen Waverley (Vic).

Broadcasting and Television Services. The increase of $2,399,000 in these expenditures relates mainly
to the construction of radio broadcasting studios at Collinswood (S.A.).

Other. Construction of a new archives repository at Villawood (N.S.W.) for the Department of the
Environment, Aborigines and the Arts, at a total estimated cost of about $1,700,000, is the principal factor
accounting for the estimated net increase of $1,115,000 in this item.

National Capital Development Commission

The estimated increase of $2,750,000 in expenditure by the Commission is principally for basic works
in the Australian Capital Territory, including land development, water, sewerage and stormwater services.
Expenditure on education facilities and national works is also expected to be greater this year.

Plant and Equipment, etc.
Civil Aviation. The reduction of $1,820,000 in estimated expenditure this year is attributable mainly
to the lower incidence of payments for equipment on longyterm order.

Health. Expenditure on plant and equipment is estimated to decline by $4,427,000. This is a result,
of nonyrecurring expenditure on computing equipment in 1970y71.
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Interior. The estimated increase of $1463,000 arises from the proposed expenditure in 1971y72 of
$1,060000 for e ion of computer facilities for the Bureau of Meteorology, and from increases of
$229000 for the Australian Capital Territory Transport Undertaking for the purchase of new omnibuses
.and special duty vehicles and $102,000 for replacement vehicle purchases in the Northern Territory.

'Repatriation. The estimated decline of $1,943,000 reflects the purchase in 1970§71 of new computing
facilities for the Department. No similar expenditure is envisaged this year.

‘Social Services. Expenditure on plant and equipment is estimated to decline by $2,386,000. This is
anainly a result of nonyrecurring expenditure on computing equipment in 1970y71

Other Payments to or for StatutoryyBodies and Other Organisations

Commonveslth Railways. The estimated increase of $5,356,000 in expenditure in 1971y72 relates mainly
to the construction of new railways. The major _project is a new line between Port Aulgusta and Whyalla
‘which accounts for $4,033,000 of the estimated increase; a further $382,000 is for the Knuckey's Lagoony
East Arm line in the Northern Territory. An estimated increase of $208000 relates to the continuation of

the survey of the proposed Tarcoola to Alice Springs railway; the balance of the increase relates to the
continuing programme of upgrading existing lines and associated facilities and the purchase of rolling stock.

~ Commonwvealth Hostels. Expenditure on the replacement and improvement of existing accommodation
is estimated to be $3,062,000 less in 1971§72 and relates mainly to a reduction in the migrant hostel reybuilding
programme.

AngloyAustralian Telescope Board. The estimated increase of $2,126/000 in the Australian contribution
towards the capital expenditure of the AngloyAustralian Te!esoo%)e Board is due to the substantially larger
cash requirement of several major components of the project. In 1970§71, an additional $205,000 (net
of United Kingdom reimbursements under the agreement) was provided as a se%arate item under the control
cof the Department of Education and Science, pending the establishment of the Board.
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STATEMENT No. 5 ESTIMATE S OF RECEIPTS, 1971y2

On the basis of existing legislation and in the absence of any changes in existing taxes and!
other charges, it is estimated that total receipts in 1971y72 would amount to $8,912,901,000,
which would be $882,672,000, or 11.0 per cent, more than total receipts in 1970§71 At they
Premiers' Conference in June, however, it was agreed that the Commonwealth would
to levy payyroll tax in the States as from a date to be determined in 1971y72 and that they
States would levy their own payyroll taxes as from the same date. This transfer of payyroll:
tax to the States is to be accompanied by a reduction infinancialassistance grants payabley
to the States. Details of these arrangements are set out in the document ‘Commonwealth
Payments to or for the States 1971y72* presented concurrently with the Budget. On they
assumption that these arrangements become effective as from 1 September 1971, totaf.
Commonwvealth receipts in 1971y72, at existing rates of taxes and charges, are estimated
to be $259,000,000 less at $8,653,901,000. This would be an increase of $623,672,000, or
7.8 per cent.

Details of the estimated effects on receipts in 1971y72 and in a full year of the revenue:
proposals announced in the Budget Speech are shown in the following table.

Estimated Effect
on Receipts
§+i Increase
Proposal Decrease
1971y72 Full Year
yo00 $000
Customs yoo
Increase in duty on petroleum products 2.200 2600
Increase in duty on tobacco products 800 1300
Total Customs + 3000 3900
BExce
Increase in duty on petroleum products + 41000 + 51500
Removal cf certain byylav exemptions on
petroleum products + 130 + 150
Increase in duty on tobacco products + 20200 + 30400
Total Excise 62500 + 83400
Income Tax
Individuals
Increase in levy from 2\ per cent to 5 per
aent
GrossPAYE. .. + 54000 )
Other + 14000 (ay
Total 68000 + 87,000
Increasss in concessional deductions
GrossPAYE. .. 225
Other .. 180 («
Total 406 6350

+ <

‘Total Income Tax Individual s .. + 67505 80650

Increase in rate on first $10,000 of taxable

income + 24000 + 26000
Total Taxation + 1570% 193950
Other RevenLe
Increase in broadcasting and television licence

fees + 11000 + 15500
Increase in light dues .. . + 480 + 640
Total Other Reverne .. + 11480 + 16140
Total effect on Receipts +1685/5  + 210090

(@ A dissdion on this besis would nat e meaningful.
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After taking account of the new payyroll tax arrangements and these other revenue
proposals, total receipts in 1971y72 are estimated to be $8,822,476,000, an increase of
$792,247,000 or 9.9 per cent. Were it not for the transfer of payyroll tax to the States, the
increase would be $1,051,247,000 or 13.1 per cent. In 1970y71, total receipts increased by
$915,537,000 or 12.9 per cent, including the effects of revenue measures announced in the
1970y71 Budget Speech which were estimated to reduce receipts by a net $34,440,000 in
1970y71

The following table compares estimated receipts in 1971y72 with actual receipts in the
two preceding financial years.

. . . + Increase
1969y70 1970y71 197172 Decrease
Actual(@) Actual(a)  Estimate on 1970y71
$000 $000 $000 $000
Taxation Revenue
Customs Duty .. o ee 414,487 465,728 533000 + 67,272
Excise Duty .. . .. 039,712 1053304 1182500 + 129,196
Sales Tax .. . . . .. 567,359 633,159 695000 + 61841
Income Tax Individuals
Gross P.A.Y.E. 2524673 2939073 3493775 + 554,702
Lessrefunds .. - 440,454 507,011 635000 + 127,989
Net P.AY.E 2084219 2432062 2858775 + 426,713
Other..y 773917 746,075 803820 + 57,745
Companies ) - ,. 1151364 1395389 1514000 + 118611
Withholding Taxy
Dividends .. 38,003 35,956 43000 + 7044
Interest . . 8,019 12,318 9000 y 3318
Payyroll Tax .. .. .. , . 264,050 295428 96,000 Yy 199428
Estate Duty .. .. .. . 71,332 70,073 78000 + 7927
Gift Duty 8553 7,795 8000 + 205
Stamp Duty (A.C.T. and N.T.) 2,063 2,651 3150 + 499
Total Taxation Revenue .. ., 6323081 7149938 7824245 + 674,307
Other Revenue .. .. . - 571,667 663,638 741982 + 78344
National Debt Sinking Fund 156,264 156,043 160,749 + 4,706
Net increase in other balances of the Commony
wealth in the Trust Fund 63,679 60,610 95500 + 34,890
Total Receipts 7114692 8030229 8822476 + 792247

a) Same of the figures for 196%/"70 and 1970§71 have been adjusted Tar accounting changes to place them on a basis
congp?a\rable with the gSUmates for 1971y72. o ) 9 P
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TAXATION REVENUE

In 1971y total taxation revenue is estimated to increase by $674,307,000 or 9.4 per
cent, to $7,824,245000. The main changes in estimated taxation collections are discussed in
the following notes.

Customs Duty. The estimate of collections of customs duty allows for a faster rate of
increase in recorded imports in 1971y72 than occurred in 1970y71 and for a further increase
in the proportion of imports dutiable at higher rates. On the basis of existing legislation,
collections of customs duty are estimated to increase by $64,272000 to $530,000,000.
After allowing for the effects of the measures announced in the Budget Speech it is estimated
that collections will increase by $67,272,000 to $533,000000 in 1971y72

Excise Duty. On the assumption that there will be an increase in clearances of goods
subject to excise duty broadly equivalent to that which occurred in 1970y71 it is estimated
that excise collections at existing rates of duty will increase by $66,696,000 or 6.3 per cent
to $1,120,000,000. In 1970y71, excise collections increased by $113592000 or 12.1 per cent
but that increase included the effects of changes in rates of duty estimated to yield an
additional $92,000000 in 1970y71, partly offset by the introduction of a scheme of weekly
settlement  of duties which is estimated to have reduced receipts by $13,600,000. After
allowing for the effects of the measures announced in the Budget Speech it is estimated that
collections will increase by $129,196000 to $1,182500,000 in 1971y72

The main components of the estimate for 1971y722 are as follows:

1970y71 1971572

Preliminary ~ Estimate Increase

$000 S'000 S'000
Beer 3824719 399422 16943
Tobacco Products 272483 306335 33,852
Motor Spirit 314,900 371,253 56.353
Other 83442 105490 22048

1053304 1,182,500 129,196

Sales Tax. The estimate of sales tax collections in 1971y72 is based on the assumption
that the value of sales of goods subject to sales tax will increase at much the same rate in
1971y as it did in 1970y71. On the basis of existing legislation, it is estimated that sales
tax collections will increase by $61,841,000 or 9.8 per cent to $695,000,000. This follows
an increase of $65800,000 or 11.6 per cent in 1970y71 which included the effects of the
increase in sales tax rates introduced in that year.

Income Tax individuals . It is estimated that, on the basis of existing legislation, collecy
tions of income tax from individuals in 1971y72 would increase by $416863000, or 13.1
per cent, to $3,595,000,000.

(a) Payyasyyousean Instalment Deductions. On the basis of existing legislation, gross
payyasyyouyeain instalment deductions in 197172 are estimated at $3,440,000,000
or $500,927,000 more than in 1970y71 In 1970y71 average weekly earmings increased
by more than 10 per cent and the average number of employees in terms of ‘male
units" by about 3.3 per cent. For the purpose of estimating payyasyyouyean collections,
an increase of 9 per cent has been assumed as the increase In average eamings for
1971y72. This assumption, which takes account of the rise in average weekly eamings
which has already occurred, does not imply that the trend in earnings from this point
of time can be forecast with any reliability. Nor does its use imply that it is a Budget
objective. The increase in average number of employees in 1971y72 is assumed to be
3.2 per cent, a little below that experienced in 1970y71, reflecting a slackening
in the net migration intake including announced reductions in the number of assisted
passage migrants in 1971y72. A considerable part of the increase of $127,989,000 in
estimated refunds of tax instalment deductions in 197172 is due to the fact that the
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instalment deductions schedule incorporating the reduced income tax rates announced
in the 1970y71 Budget did not apply until 1 October 1970, with the result that

instalments were deducted at 1969y/0 rates during part of 1970y71. After allowing,

for this increase in refunds, net payyasyyouyean collections at existing rates of

taxation are estimated to increase by $372,938,000 to $2,805,000,000.

(b) Other. On the basis of existing legislation, collection on assessments of individuals
are estimated to increase by $43,925000 to $790,000,000 in 197172 The overalt
Increase in the 1970y71 incomes of individuals subject to provisional tax has been
held down by an estimated further decline of 16 per cent in the business incomes
of primary producers in 1970y71 The incomes of other individuals subject to
provisional tax are estimated to have increased by 6.5 per cent in 1970y71 These
1970y71 incomes are, of course, subject to provisional tax in 197172

Net income tax collections from individuals at existing rates of tax are, therefore, estimated
at $3,595,000,000, an increase of $416,863,000 on 1970y71 The increase in the rates of
income tax on individuals and the changes in concessional deductions announced in the
Budget Speech are estimated to result in a net increase in revenue of $67,595,000 in 1971y72
After allowing for these measures, it is estimated that income tax collections from individuals,
will increase by $484,458,000 to $3,662,595,000 in 1971y72

Income Tax Companies . Incomes of companies in 1970y71, which are subject to tax in
1971y72, are estimated to have increased by only 4 per cent following an increase of about
16 per cent in 1969y70. At existing rates of tax, collections of income tax from companies
in 1971y72 are estimated at $1,490,000,000, an increase of $94,611,000. The rate changes
announced in the Budget Speech are estimated to increase income tax revenue from companies
in 1971y72 by $24,000,000 to $1,514,000,000.

Payyroll Tax. On the basis of the assumed movements in employment and average
weekly earmnings adopted for the estimate of gross payyasyyouyean collections, it is estimated
that, in the absence of the agreement to transfer payyroll tax to the States as from a date to
be determined in 1971y72, gross payyroll tax collections would increase by $59,572,000 to
$355,000,000 in 1971y72 On the assumption that the transfer of payyroll tax to the States
will take effect from 1 September 1971, Commonwealth payyroll tax collections are estimated
to total $96,000,000 in 1971y72 The Commonwealth will continue to levy payyroll tax in
its own Territories at the existing rate of 2.5 per cent.

Following the transfer of payyroll tax to the States, the Commonwealth will continue to
assist industry through an export incentive scheme in respect of 1971y72 and 197273 exports
on the basis of direct Commonwealth payments rather than through the rebate of payyroll
tax. Figures in the Statements have been adjusted to this new basis and now include refunds
of payyroll tax rebates as expenditures rather than as reductions in revenues as was formerly
the case.

Estate Duty. After a decrease of $1,259,000 in 1970y71 it is estimated that collections of
estate duty will increase by $7,927,000 to $78,000,000 reflecting the expected growth in the
value of estate duty returns available for assessment.

Stamp Duty (A.C.T. and N.T.). At existing rates, stamp duty revenues in the Territories
are estimated to total $3,150,000 in 1971y72, an increase of $499,000.
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OTHER REVENUE
196970
Actuah»
S'000
Parliament . 1
AttorneyyGeneral's .. . , 4,241
Civil Aviation .
Australian National Airlines Commission Paymen t in the
nature of a dividend 1125
Qantas Airways limited Dividen d 2,955
Air Navigation Charges . 15,566
' 4875
Customs and Excise . 3,466
Education and Science . ). 418
Environment, Aborigines and the Arts .. aa 587
External Territories . ». 1623
Foreign Affairs . .. . 3’ 926
Healt] . 563
Housing !
War Service Homes Repayment s of interest and principal 77432
Other 701
immigration .. .. . a. 2,829
Interior * 13 382
Labour and National Servicey o
13,801
Other « 61
Natlonal Development . . #
Snowy Mountains Hydroyelectric Authority
Interest * 21,238
Principal . a 2,268
Other 1932
PostmasteryGeneral's
Broadcasting and Television Licence Fees and Charges 51,531
Primary Industrz
War “Service Land Settlement
Interest rent, repayments and other . 11,079
Wool T 14,028
Butter Fat Levy ,189
Livestock Slaughter Levy
Cattle 1557
Sheep and Lambs .. . 1229
«
Poulgt]ry Industry Levy . . a) IvV.117
Other .. .. 3,703
Prime Mlnlster and Cabinet . .. 2! 607
Repatriation .. .. .. a, 2,583
Shipping and Transport
ommonwealth Railways Ne treceipts ». 6,029
Other a 13.130
325
Trade and Industry .. aa 93
Treasury
Reserve Bank of Australia 26,555
Commonwealth Banklngl_Corporatlon . 2.808
Investments of General Trust Fund Interes t and profit 1072
Unrequired balances of Trust Accounts 513
Intergaﬂgrr]\qzﬂnlé/rlgtngtary Fund Distributio n of Net Income 3077
Overseas Telecommunications Commission
Payment in the nature of a dividend .. 6,475
Pa ment by Post Office of interest on capital 106,354
shore Petroleum Royalties a 475
Re ayments of principal from
ustralian National Airlines Commission 7,293
Qantas Airways Limited a, 19,913
Interest on Wheat Board Advances
Other ! 18,081
Works .. .. a, 13,
Defence . .. .. «. a,
4,187
Army.. .. .. . .. ‘a 3,535
Air .. 'y 2,837
Su 'g plyy
Ea ments from United Kingdom Weapon s Research
stablishment 7,448
Other . 16,643
Territories Revenue "
Australian Capital Territory H 28,636
Northern Territory . . . * 12,678
Cocos and Christmas Islands . . #! 473
Total Other Revenue .. >, 571,667

f thefi i /0 and 1970y71 have been adjusted f nti
OR e st o couring

Other revenue is estimated to increase by $78344,000 in 1971y72

1970y71
Actual(a)

S000

of the larger variations are contained in the oIIowmg notes.

1971§72
Estimate

S'000
3
5,381

1500
2,955
22.650
8,740
2,500
192
684
988
728
625

78,000

845
2.769
32,724

16,600
96

32,698
3,662
1,820

65,620
5,400
5,500
2,410

2340

+
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Increase
Decreas

e
on 1970y71

+

=+

+4++++ +

+

S000
498

225
985
2,479
1474
841
410
392
133
140
21

147
85

133
20,369
3,358
65
2,516
316

99
12,487

531
67
226

529
361

1010
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CM! Aviation

Air Navigation Charges. Collections are estimated to increase by $2,479,000 in 1971yr2
as a result of growth in air traffic and the full year effects of increased charges applicable
from 1 January 1971

Other. The estimated increase of $1,474,000 relates mainly to an expected increase in
receipts from site and building rentals following the occupation of terminal areas and
maintenance bases at Tullamanne by the domestic operators.

Interior

Interior revenues are estimated to increase, by $20,369,000. This increase includes an
amount of $16,700,000 relating to the transfer of Navy land at \Woolloomooloo, N.S.W.,
on which it is planned to build Commonwealth offices. An equal amount is included in the
expenditure estimates under the Department of the Interior acquisition programme. Sales
of property and materia) to State Governments, the C.S.1:R.O. and the Department of the
Army also contribute to the increase.

Labour and National Service

Stevedoring nonary Charge. The proceeds of the stevedoring industry charge are paid
to the Australian Stevedoring Industry Authority. The estimated increase of $3,358,000
results from increased charges effective from June 1971

National Development

Showy Mountains Hydroyelectric Authority Interes t and Principal. Receipts of interest
and repayments of principal from the Snowy Mountains Hydroyelectric Authority are
estimated to increase by $2516,000 and $316,000 respectively in 197172 mainly as a result
of bringing to account capital expenditure on the Blowering Dam and thefirstphase of the
Tumut 3 project.

PostmasteryGeneraTs

Broadcasting and Television Licence Fees and Charges. The estimated increase of
$12487,000 in 1971y72 includes additional revenue of $11,937,000 from broadcasting
listeners’ and television viewers' licence fees. The increases in these fees announced in the
Budget Speech are estimated to add $11,000000 to revenue in 1971y72

Primary Industry

Livestock Slaughter Levies. The estimated increase of $390,000 in collections of these
levies on cattle and sheep and lambs in 1971y72 reflects the higher rates of levy operative
from | February 1971

Shipping and Transport

Commonweelth Railways Ne t Receipts. Net receipts of the Commonwealth Railways
are estimated to increase by $1,781,000. Gross receipts are estimated to be $3,222,000 greater
than in 1970y71 as a result of an increase in traffic and increases in some fares and freight
rates. Working expenses are however estimated to increase by $1,441,000 mainly because of
higher wage and salary payments.

Other. The estimated net decrease of $1,118000 reflects a reduction of $3,000,000 in the
repayment of loans by the Australian Coastal Shipping Commission. Receipts in connection
with State railway projects are estimated to increase by $1,156,000. Receipts from light dues
are estimated to increase by $624,000, of which $480,000 relates to the increased dues
announced in the Budget Speech.



Appropriation Bill (No. 1) 17 AugusT 1971  Appropriation Bill (No. 1) 91

Treasury

Reserve Bank. Payments to Consolidated Revenue of Reserve Bank profits are estimated
to increase by $18432,000 in 1971y72

Commonwealth Banking Corporation. It is estimated that $5,660,000 of Commonwealth
Trading Bank and Commonwealth Savings Bank profits will be paid to Consolidated Revenue
in 1971y72, an increase of $1,836,000 on the previous year.

Unrequired Balances oj Trust Fund. In 1970y71 the Canadian Loan Trust Account was
closed and the unrequired balance of the account was transferred to the Consolidated Revenue
Fund. No transactions of similar magnitude are expected in 1971y72 with the result that
revenues from this source are estimated to be $8,401,000 less than in 1970y71

Distribution of International Monetary Fund Net Income. In 1970§71 Australia received
$851,000 as its share of the net income of the International Monetary Fund for the year
ended 30 April 1970 and $1,400,000 in remuneration as a 'net creditor' for the twelve months
ended 30 April 1971. In 1971y72 the Australian share of net income is estimated at $400,000
and $200,000 is expected by way of remuneration.

Owverseas Telecommunications Commission Paymen tin the Nature of a Dividend. Recent
amendments to the Owverseas Telecommunications Act make the Commission subject to
the payment of income tax on its profits and provide for a dividend payment on equity
capital. In the previous year, pending amendment of the Act, the Commission made a
payment to Treasury in lieu of both dividend and taxation whereas the payment in 1971y72
will be in respect of dividend only with income tax paid separately. This factor accounts
for most of the decrease of $5,168,000 under this heading in 1971y72

Post Office Interes t on Capital. It is estimated that, as a result of higher interest rates
and the increase in the amount of capital advanced to the Post Office, interest received from
the Post Office will increase by $18,149,000 in 1971y72

Offshore Petroleum Royalties. The Commonwvealth's share of royalties on production
in Bass Strait is estimated to increase by $2,384,000 as the production from the Bass Strait
fields increases.

Interest on Wheat Board Advances. Interest payable on funds advanced to the Australian
YWVheat Board is estimated to decrease by $1,344,000 because of an expected decline in the
net advance outstanding to the Wheat Board over 1971y72

Repayments of Principal Australia n National Airlines Commission and Qantas Airways
Limited. Repayments of principal by the Australian National Airlines Commission are
estimated to increase by $1,464,000 in 1971y72 while repayments by Qantas are estimated
to be $5439,000 greater reflecting loans drawn in 1970y71 under rejlequipment programmes.

Other. The increase of $5,180,000 in other receipts of the Department of the Treasury
Telates mainly to higher interest and principal repayments in respect of various advances
to the States.

Works

During 1970y71 unrequired balances totalling $2,248,000 were paid to the Consolidated
Revenue Fund in anticipation of the closure of the Works Suspense Trust Account. Payments
of a similar magnitude are not estimated to occur in 1971y72 Revenues from services
provided to the Papua New Guinea Administration and the Commonwealth Banking
Corporation are estimated to decrease by $675,000. Other minor reductions in estimated
revenue bring the total estimated reduction in 197172 to $3,444,000.

Supply

Other. The decrease of $4,747,000 in revenue under this heading results mainly from
reduced proceeds from disposals sales and lower receipts from recoverable services and
accommodation charges.
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Territories

Australian Capital Territory. Of the estimated increase in revenue of $7,546,000 from the
Australian Capital Territory, the principal components are $3,289,000 from sales of resiy
dential and commercial leases and $3525,000 from general rates resulting from the new
land tenure arrangements, the increase in rate for 1971y72 and the greater number of ratey
payers in the A.C.T. Itis estimated that there will be an offsetting decrease of $660,000 Iin
land rents. Increased revenue of $934,000 is expected from interest and principal repayments
on advances to the Australian Capital Territory Housing Commissioner.

Northem Territory. In 1970y71 hostels in the Northern Territory valued at $2,853,000
were transferred to the Department of Labour and National Service. As no similar transy
actions are expected in 19717 2 this factor accounts for most of the net decrease of
$2,441,000 in Northem Territory revenues. Other reductions include $490,000 in repayments
of advances by the Northem Territory Housing Commission, due to the receipt of $348,000
in 197071 which should have been paid in the previous year; $319,000 in interest and
principal repayments by the Darwin Port Authority because payments for both 1969y/70
and 197071 were received in 1970y71; and $236,000 in land rentals within the Darwin and
Alice Springs municipal areas arising from a new land tenure system, under which land
rentals in these areas were abolished from 1 January 1971 and 1 July 1971, respectively.
Revenue from the Northermn Territory Electricity Authority is estimated to increase by
$923000 in 1971yr2

RECEIPTS OF NATIONAL DEBT SINKING FUND

Details of the esimated receipts of the National Debt Sinking Fund are shown in the
following table.

1960y0 1970971 197agrz T Increase

. Decrease
Actual Actual Estimate on 1970y71
$00 $000 $000 $000
Commonwealth
Contribution from Consolidated Revenue
Fund 26,351 21,061 18033 3,028
Interest on investments”™) 4213 2,753 1177 1576
Repayments of Loan Fund advances for
housing 14151 15182 16200 + 1018
Other repayments**) 3,640 1980 2067 + 87
48354 40976 37477 349
Statesy
Contributions by Commonwealih .. 23271 24550 25689 4+ 1139
Contributions by States . . 83,796 90447 97503 + 7,056
Interest on investments . . 843 70 80 + 10
Total Receipts(<iX&) 156,264 156,043 160749 + 4706

to églé%(&l)udes profits or losses from realisation of investments. In 1970y71 profits from realisation of investments amounted
(») Excludes repayment of advances from the Australian Wheat Board.

Commonwealth

Contribution from Consolidated Revenue and Interest on Investment. The pel
contribution from the Consolidated Revenue Fund to the National Debt Sinking Fund
and the interest income of the Sinking Fund are estimated to total $19,210,000 in 1971y72,
$4,604,000 less than in 1970y71 This amount is equal to 4 per cent on the net Common™
wealth debt at 30 June 1971 subject to contribution under the provisions of the National
Debt Sinking Fund Act 1966y67. Net Commonwealth debt on which the 4 per cent, cony
tribution is estimated, declined by $120,500,000 during 1970y71 due mainly to cancellations
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of $206,600,000 by the Loan Consolidation and Investment Reserve which were partly
offset by the net increase in Treasury Notes of $83,200,000. The National Debt Sinking
Fund Act 1966y67 also provides for the contribution from the Consolidated Revenue Fund
to be reduced by an amount equal to income from investments (including profit or losses
from realisation of investments) which is estimated to be $1,791,000 lower than in 1970y71

Repayments of Loan Fund Advances for Housing. Repayments to the Sinking Fund of
advances to the States under the various Housing Agreement Acts are estimated to be
$1,018,000 greater in 1971y72 because of the increase in these advances.

Other Repayments. Other repayments to the Sinking Fund include repayments made
under the Railway Agreement (Queensland) Acts 1961 and 1968, the Loan (Emergency
Wheat Storage) Act 1955, the War Service Land Settlement Agreements Act 1945 and the
Nauru Island Agreement Act 1919y1932 In total, these repayments are estimated to increase

by $87,000 in 1971y72

Receipts in Respect of State Debt

Contributions by Commonwealth and States. Because of the growth of State debt, contriy
butions by the Commonwealth and the States in respect of State debt are estimated to be
58,195,000 greater in 1971y72

NET INCREASE IN OTHER BALANCES OF THE COMMONWEALTH IN THE TRUST FUND

The net increase in other balances of the Commonwealth in the Trust Fund in 1971y72
is estimated to be $34,890,000 greater than the increase in 1970y71, largely due to an estimated
increase of $17,465,000 in interest on investments held by the Loan Consolidation and
Investment Reserve. In 1970y71 expenditures by the Munitions Factories and Supply
Trust Accounts exceeded receipts so that the net balances held were reduced by $8,307,000.
No similar reduction is estimated to occur in 1971y72
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STATEMENT No. 6 BUDGE T RESULT, 1970§71

SUMMARY

The Budget estimates and outcome for 1970y71, in conventional terms, are summarised
in the following table:

1895%;1 1970y71 Change on
Estimated) Actual Budget Estimate

$ million $ million 9 million Per cent

Expenditures 7925 8,106 + 181 + 23
Receipts 7,929 8,030 + 101 + 13
Deficit (y) or Surplus ( +) + 4 75 79
Thefj shown above for th malfs f ndlitu and each I d illi
_rlm_wvs an other accountl g are reflected In magaltab% of expendnures and rece|p1s set out In ?ater sections of tth

The outcome of the 1970y71 Budget waes significantly affected by large increases in wage
and salary payments during the year and by other unforeseen expenditure commitments,,
including the payment to the States of $60 million to compensate them for the loss of their
receipts duty revenues.

In early February 1971 it wes estimated that Commonwealth expenditures in 1970y71
would exceed the Budget estimates by $250 millionfa). In the prevailing economic circumy
stances this estimated increase was considered excessive and a policy of restraint across a
broad range of expenditures, intended to reduce estimated expenditures as they then stood by
$75 million, wes adopted by the Government. Details of proposed reductions were announced
to Parliament on 16 February 1971. The larger proposed reductions in estimated expenditures
included $22 million in defence services, $14 million in advances for capital purposes ($10
million of which related to the Post Office), and $9 million each in departmental running

and payments to industry. No reductions were made, however, in payments to the
States. In fact, in recognition of the abnormal budget difficulties being faced by the States, the
Commonwvealth agreed in April 1971 to the provision of special additional revenue assistance
of $3 million on condition that this was used by the States to finance their deficits and not
to increase expenditures on goods and services. However, despite this additional payment
and increases in the rates of pensions, actual expenditures exceeded the Budget estimates
for 1970y71 by only $181 million, that is, by $69 million less than wes estimated in February
before the expenditure reduction measures.(a)

st f ntl ntrod 197172 Bud%t It
expen A%/s 5 %ct:cgu Iexoee%e L g‘é mliilon 7%3&5 e!sactu e><oess 0

over the martes wes 1175 m|I |n February 19
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EXPENDITURES

The Budget estimates for 1970y71 are compared with actual expenditures for that year in
the following table. AH items, apart from payments to or for the States and debt charges,
were affected by the reductions in estimated expenditure announced in February 1971,

. gggggtl 1970y71 Change on
y Ecimate  Actual Budget Estimate

$ million  $ million  $ million  Per cent

Defence Services(<?)(&) 1134 1135 + 1 + 0.1
Payments to or for the States and Works and
Housing Programmes . . 2,708 2,843 + 135 + 5.0
National Welfare Fund .. .. . 1473 1477 + 4 + 0.3
Repatriation Services .. . vy 313 315 + 2 + 0.5
Debt Charges 104 108 + 4 + 3.8
Departmental Running Expenses© 513 544 + 31 + 6.1
Territories (excluding Papua New Guinea) 96 100 + 4 + 3.7
External Economic Aid (including Papua New
Guinea) . . 166 163 3 19
Commonwealth Payments to Industry Q>) o 314 317 + 3 + 10
Other Expenditures .. . 413 415 + 2 + 0.6
Advances for Capital Purposes(ﬁ) 443 448 + 6 + 13
Other Capital Works and Services(f>) ., 'y 248 240 8 3.1
Total Expenditures”) 7925 8,106 + 181 + 2.3

U The Budget estimate Tor 1970y71 included 178 million for payments to be financed under credit arrangements with
the United States of America; the actual amount financed from this source was $57 million.

(ft) The estimates for these items differ from those shown in the Statements attached to the 1970y71 Budget Speech
because of accounting changes introduced in the 1971y72 Budget.

The main variations from the Budget estimates were as follows:

Defence Services

Total expenditure on defence services exceeded the Budget estimate by $1 m.ilion.
Service pay and civil salaries were $33 million greater than the Budget estimate, largely as
a result of arbitration and other wage and salary determinations made after the Budget was
presented. Against this, there were shortyfalls in other areas of expenditure, which resulted
in part from the measures taken by the Government in February 1971 to reduce estimated
Commonwealth expenditures. Actual expenditure on equipment and stores for the RAN
and RAAF was $14 million less than the Budget estimate. Mainly because of the deferment
of certain projects and some reyscheduling of payments, expenditure on the purchase,
manufacture and lease of aircraft for the RAAF was $8 million less than the estimate.
Expenditure on naval construction, which was affected by lags in delivery of equipment,
was $4 million less than estimated.

Payments to orfor the States and Works and Housing Programmes

Payments to or for the States and works and housing programmes were a net ;i33
million greater than the Budget estimate. General revenue grants exceeded the BuJgct
estimate by $145 million, $60 million of which reflected receipts duty compensation payments,
which the Commonwealth agreed to provide following the cessation of duty on monies
received after 30 September 1970. The operation of the financial assistance grants formula
resulted in an increase of $38 million in these grants over the Budget estimates, mainly
because average wages in the year ended March 1971 increased by more than had
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‘been assumed. Additional revenue assistance of $43 million, for which no allowance had been
included in the Budget, was also provided to the States to assist them with budgetary difficuly
ties arising in large part from abnormally large increases in wage and salary costs.

Specific purpose payments of a revenue nature were a net $6 million greater than the
Budget estimate, mainly because natural disaster relief payments, particularly drought relief
payments to Queensland, were greater than estimated.

Specific purpose payments of a capital nature fell short of the Budget estimate by a net
$14 million. Capital payments to the States for education purposes were $15 million less
‘than the estimate. Although payments for school libraries exceeded the Budget estimate by
$4 million there were shortyfalls of $9 million in payments for teachers' colleges, $4 million
for universities and $4 million for colleges of advanced education. Payments to the States
for railway projects were $3 million less than the Budget estimate. Natural disaster relief
of a capital nature for flood relief were $6 million; no provision was made in the

payments
Budget for these payments.

National Welfare Fund

Payments to the National Welfare Fund exceeded the estimate by a net $4 million.
Expenditure on national health services was $4 million greater than estimated, largely
because of increased pharmaceutical benefits payments, which exceeded the estimate by
$6 million. Payments to public hospitals for pensioners fell short of the estimate by $3
million and medical benefits were $2 million less.

Although pension rate increases were announced in March 1971 expenditure on age and
invalid pensions fell short of the Budget estimate by $5 million. Expenditure on unemployy
ment and sickness benefits exceeded the estimate by $3 million.

.Repatriation Services

Largely because of the increased cost of providing services at repatriation hospitals and
institutions, expenditure on repatriation services exceeded the Budget estimate by $2 million.

Debt Charges

Expenditure on debt charges exceeded the Budget estimate by a net $4 million, mainly
because of the interest payments arising from the very large amounts of Treasury Notes
an issue during much of 1970y71.

Departmental Running Expenses and
Territories (excluding Papua New Guinea)

Departmental running expenses were $31 million greater than estimated $2 7 million
of this amount related to wages and salaries. During 1970y71 there were substantial increases
in wage and salary rates arising from arbitration and other determinations brought down
after the Budget was presented. Similar factors account for much of the increase in expendiy
ture for the Territories, which exceeded the Budget estimate by $4 million.

Commonwealth Payments to Industry

These payments exceeded the Budget estimate by a net $3 million. Payments to manuy
facturing industry were $9 million greater than estimated, the main factors being the provision
of $6 million more than estimated for payyroll tax rebates under the export incentives scheme
and $1 million more for the net shipybuilding subsidy. Payments to rural industries were
a net $ million less than estimated. There were shortyfalls of $9 million in emergency
assistance payments to woolgrowers and $5 million in expenditure on the phosphate
fertilizers bounty. Payments of $6 million were made to assist the canned deciduous fruits
industry and an initial $4 million was provided for the rural reconstruction scheme; no
provision had been made in the Budget for these expenditures.
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Advances Jor Capital Purposes

Advances for capital purposes exceeded tne Budget estimate by a net 86 million, initial
working capital advances to the Australian Wool Commission, for which no provision had'
been included in the Budget, totalled SI2 million. The advance to the Post Office was $7
million greater than estimated mainly because of increased wage and other costs during
1970y71 Advances to Qantas Airways Limited were $14 million less than estimated because
of revisions to the expenditure programme relating to aircraft reyequipment

Other Capital Works and Services

Expenditures on other capital works and services were a net $ million less than the
Budget estimate. In total, civil works expenditures were a net $3 million less than the estimatey
partly because of revisions to the programme in the latter part of 1970y71 The largest
shortfall in the civil works programme was $ million, which related to Northern Territory
buildings and works projects. Expenditure on civil works for the Department of Civil
Aviation was, however, $9 million greater than the estimate. Outside the civil works proy
gramme, expenditure on Commonwvealth railway projects fell short of the Budget estimate
by $3 million.

RECEIPTS

Actual receipts in 1970y71 and the Budget estimates for that year are set out in they
following table:

1970y71 "
Bugget 1970y71 Change on

Estimated) Actual Budget Estimate

. $ million  $ million $ million  Per cent
Taxation Revenue

Customs Duty .. o , - 463 466 + 3 + 0.6
1,080 1053 y 27 y 25
Sales Tax . 645 633 y 12 y 18
Income Tax
Individuals Gros s P.A.Y.E. . e 2,785 2,939 + 155 + 56
Less Refunds . 510 507 y 3 y 0.6
Net P.A.\V.E. 2,275 2432 + 158 + 6.9
Other o 762 746 y 15 y 2.0
1401 1395 y 6 y 0.4
Withholding Taxy
Dividends . , - . 40 36 y 4 y10.1
10 12 + 2 +17.3
Payyroll Tax 29 295 + 1 + 05
Estate Duty 65 70 + 5 + 7.8
Gift Duty . 9 8 y 1 y 83
Stamp Duty (A.C.T. and N.T.) 3 3
Total Taxation Revenue .. . 7,045 7,150 + 105 + 15
Other Revenue . . 'y . 643 664 + 21 + 33
National Debt Sinking Fund 157 156 y o1 y 0.6
Net Increase in other balances of the Commony
wealth inthe Trust Fund .. . 84 61 y 23 y27.9
Total Receipts ., 7929 8,030 + 101 + 13

(a) Some of the Budget estimates for, 1970y71 differ from thase shown in the Statements attached to the 1970y71 Budget
Speech because of accounting changes introduced in the 1971y72 Budget.

1626471 1 1 [4]
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The main variations from the Budget estimates were:

Customs Duty

Collections of customs duty exceeded the Budget estimate by $3 million because dutiable
imports were greater than had been estimated at the time of the Budget/

Excise Duty

Collections of excise duty fell short of the Budget estimate by $27 million. The introy
duction of a system of weekly settlement of excise duties account for $14 million of the shorty
fall in excise collections. Clearances of wine, beer, tobacco and motor spirit fell short of
Budget estimates.

Sales Tax

Sales tax collections fell short of the Budget estimate by $12 million. This shortyfall related
mainly to lower than estimated sales of motor vehicles.

Income Tax Individuals PayyasyyouyEarn

Largely because the increase in average eamings substantially exceeded the Budget
assumptions, gross collections of P.A.Y.E. instalment deductions exceeded the Budget
estimate by $155 million. As refunds of P.A.Y.E. collections were $3 million less than
estimated, net P.A.Y.E. collections exceeded the Budget estimate by $158 million.

Income Tax Individuals Collections on Assessments

Collections on assessments of income tax on individuals fell short of the Budget estimate
by $15 million, despite business incomes in 1969y70 (assessed to tax in 1970y71) having
been slightly higher overall than was estimated. Collection rates were lower than had been
expected at the time of the Budget.

Income Tax Companies

Income tax receipts from companies were 6 million less than the Budget estimate,
because the collection rate was somewhat lower than anticipated.

Payyroll Tax

Although the increase in average eamings during the year exceeded by a substantial
margin that assumed for the purpose of the estimates, payyroll tax collections were only
$1 million more than the Budget estimate because collections of certain amounts of payyroll
tax were carried over into 1971y72

Estate Duty

Collections of estate duty exceeded the Budget estimate by $6 million mainly because of
a greater than estimated increase in the number of assessments issued during 1970§71

Other Revenue

Other revenue exceeded the Budget estimate by a net $21 million. Unrequired balances
of trust accounts shown under the Department of the Treasury exceeded the Budget estimate
by $3 million, largely because of the transfer to the Consolidated Revenue Fund of the
balance remaining in the Canadian Loan Trust Account when this account wes closed
during 1970y71. Revenues from the Territories exceeded the Budget estimate by $9 million.
Awustralian Capital Territory revenues were $ million greater than estimated, largely because
of increased receipts from land sales. Northern Territory revenues exceeded the Budget
estimate by $3 million. Receipts by the Department of Works were $4 million greater than
estimated.

The main shortyfalls in estimated revenues included $4 million in repayments of interest
and principal on war service homes loans and $ million in receipts from wool tax.
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Net Increase in other Balances of the Commonwealth in the Trust Fund

Commonwealth balances in the Trust Fund increased by $23 million less than had been
estimated in the Budget. An amount of $8 million was paid from the Canadian Loan Trust
Account to the Consolidated Revenue Fund when the Trust Account was closed during
1970y71. No provision had been made for this transaction in the Budget estimates. The
interest income of the Loan Consolidation and Investment Reserve was $5 million less
than estimated due largely to cancellation during the year of part of the Reserve's holdings
of securities. The reduction in balances of the Munitions Factories and Supply Trust Accounts
was $5 million greater than estimated.

FINANCING TRANSACTIONS
The following is a summary of financing transactions in 1970y71:

$ million
Owverseas
Net drawings under credit arrangements
Defence purchases in the United States of America 7
Qantas and Australian National Airlines Commission 20
Net proceeds of other overseas borrowings y 72
y 46
Funds provided for International Monetary Fund y 37
Australia
Net proceeds of loan raisings in Australia(a) 205
Net change in Treasury Notes on issue(6) 18
Net repayment by Australian Wheat Board 65 -
Otherfinancingtransactions (net)(c) 27
Residual financing
Use of cash balances(rf) y 157
Total Financing Transactions 75

a) Includes State domestic loan raisings. ) .

A) Includes Treasury Notes issued to the Reserve Bank to finance advances to the Australian \Wheat Board.

c) Includes amounts available to the Commonwealth from coinage and bullion transactions, amounts borrowed by
Commonwealth trust accounts and amounts_available from moneys held in trust.

(d) A negative sign signifies an increase in cash balances.

Some details of thesefinancingtransactions in 1970y71 are given below:

Net Drawings under Credit Arrangements for Defence Purchases in the United States of
America

The Loan (Defence) Acts of 1966, 1968 and 1970 authorised the Commonwealth to
finance defence equipment purchases in the United States of America on extended payment
terms. In 1970y71 drawings against these arrangements totalled $64 million. Repayments
of previous drawings amounted to $57 million.

Net Drawings under Credit Arrangements for Aircraft Purchases Qantas Airways Limited
and the AustralianyNational Airlines Commission

Drawings on aircraft loans arranged on behalf of Qantas Airways Limited and the
Australian National Airlines Commission amounted to $47 million, exceeding repayments
of previous drawings by $20 million.
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Net Proceeds of Other Overseas Borrowings

A loan raised in Netherlands guilders yielded SI 5 million. However, redemptions and
other expenditure on the reduction of debt overseas, totalling $87 million, exceeded this
amount by $72 million. One maturity in London was paid off at a cost of $22 million and
maturities in New York and Canada were paid off at a cost of $11 million and $7 million,
respectively. Securities to the value of $19 million in New York and $10 million in London
were repurchased. Repayments of $16 million were also made on borrowings from the
International Bank for Reconstruction and Development and $L million was repaid on
borrowings from the Netherlands and Canada.

Funds providedfor the International Monetary Fund

Under the Intermational Monetary Agreements Act 1970 Australia subscribed $147
million to the Intermational Monetary Fund in 1970y71 to meet an equivalent increase in its
guota at the Fund. Finance was provided from the Budget for $37 million of this subscription,
which was paid in gold; the remainder was paid in nonynegotiable nonyinteres bearing notes.

Net Proceeds of Loan Raisings in Australia

Four Commorwealth public cash loans were raised in Australia in 1970yl After
excluding loan proceeds from advance subscriptions received before 30 June 1970 but
including receipts from outstanding instalments and advance sulbscriptions received up to
30 Jure 1971, the proceeds from these cash loans totalled $522 million. Cash proceeds from
the sale of Special Bonds during the year totalled $233 million. Proceeds of $15 million from
%&te mmll ic loan raisings brought total cash proceeds from loans raised in Australia to

0 million.

Of the $978 million of securities (other than Special Bonds) maturing in Australia which
were offered for conversion in 1970y71, an amount of $386 million wes redeemed.
Redemptions of Special Bonds of all series amounted to $162 million. In addition, there were
redemptions of $1L million of Drought Bonds. Other redemptions, market repurchases and
contractural repayments in Australia amounted to $17 million. Total redemptions and
repurchases in Australia were, therefore, $566 million, so that the net proceeds of loans
raised in Australia in 1970y71 were $205 million.

Net Change in Treasury Notes on Issue

At 30 June 1971 Treasury Notes on issue amounted to $270 million, a net increase of $18
million on the amount on issue at 30 June 1970. There was a net decrease of $65 million in
Treasury Notes involved in the provision offinanceto the Australian \Wheat Board, while
other Treasury Notes on issue increased by a net $83 million.

Net Advance to the Australian Wheat Board

An advance of $190 million was made to the Wheat Board in March 1971 tofinanceits
repayments in respect of the 1969y70 wheat crop to the Rural Credits Department of the
Reserve Bank. This advance wasfinancedby the issue of $190 million in Treasury Notes to
the Reserve Bank. Repayments received from the Wheat Board during 1970y71 totalled $255
million, including repayment of $184 million outstanding at 30 June 1970. These repayments
were applied to the redemption of Treasury Notes.

Other Financing Transactions

An amount of $7 million wes available from these transactions. The largest item was an
amount of $17 million in respect of coinage transactions, part of which related to the sale
overseas of silver recovered from withdrawn coin.

Residual Financing

The amount available from thefinancingtransactions mentioned above exceeded the
deficit by $157 million, and this amount was added to Commonwealth cash balances.
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STATEMENT No. 7 COMMONWEALT H BUDGET TRANSACTIONS
SINCE 1961562

The tables shown later in this Statement set out Commonwvealth Budget receipts and
expenditure in both ‘conventional’ and national accounts form. Subject to the important
qualifications outlined in the notes to the tables, the figures for earlier years are broadly
consistent with thefiguresfor 197071 and the estimates for 1971y72 outlined in Statey
ments Nos. 1to 6.

Tables 1 and 2 on pages 60 and 61 show Commonwealth expenditures, receipts and
financing transactions in ‘conventional' form for each year since 1961y62 This presentation
iIs essentially a rearrangement of the transactions of the three Commonwvealth Funds within
the Public Account (Consolidated Revenue Fund, Loan Fund and Trust Fund).

Table 3 on pages 62 and 63 showsfiguresin national accounts form for each year since
1961y62. In this form, transfers between different parts of the Commonwealth's accounts
are eliminated and additional detail included so that the figures shown relate to the transy
actions which occur between the Commonwealth Government and the rest of the economy
or overseas. The national accountsfigurestherefore show government transactions classified
into economically significant categories, corresponding with those for which similar informay
tion is presented in past years for the entire economy In the White Paper on National Income
and Expenditure.

Over the 1960's, Commonwvealth, State and local Governments in Australia have been
faced with rapidly increasing demands for the many services which they provide, including
such functions as defence, education, social welfare and health services. This has meant
strong pressure on Governments to increase the share of available resources in the economy
subject to their control. It is to be noted, however, that a large part of Government outlay
IS in the form of transfer payments, such as payments of pensions or subsidies, or in the
form of advances to other sectors. The effect these transfers and advances have on the
economy depends, of course, on the reactions of the recipients.

Over the period 1961y62 to 1970y71 the direct demands on resources by the public sector
in Australia grew more rapidly than private sector spending or total spending in the economy.
This is highlighted in the following table which compares the relative growth in public
sector (Commonwvealth, State and local Government) spending on goods and services with
the growth in gross national expenditure and with the major components of private sector
expenditures.

Growth in Major Components of Gross National Expenditure(a)

ﬁ‘\rﬁsgf Proportion of Gross
Rate of National Expenditure
Increase
1961y&2 to
1970y71 1961y62 1970y71
Per cent per Per cent Per cent
annum
Public sector expenditure on goods and services
Current 11.7 105 12.8
Capital > .. 8.6 9.4 8.8
Total « *, * . . 10.3 19.9 21.6
Personal consumption expenditure . 7.9 65.1 57.4
Gross privatefixedcapital expenditure ., . 10.6 15.7 175
Gross national expenditure . . . 9.3

(@) Note. Component s do not add.
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The preceding table shows that the main increase in total public sector expenditures has been
In respect of current expenditures on goods and services. Capital expenditures by public
authorities and enterprises have increased much less rapidly than private sector capital
expenditure. The table also illustrates the fact that the main component of private sector
demand which has grown more slowly than total expenditures in the economy, and which
has, in a sense, provided scope for the more rapid increases in Government expenditures,
Is personal consumption expenditure. Personal consumption expenditure has shown an
average annual rate of growth of only 7.9 per cent and has declined from 65.1 per cent of
gross national expenditure in 1961y62 to 57.4 per cent in 1970y71

It would be incorrect, however, to infer that the relative and absolute growth in the size
of the pubilic sector necessarily has led to an absolute or relative diminution in the welfare
of persons. Indeed, the provision of many goods and services by the public sector, such as
education and health facilities, may be seen as an important factor contributing to increasing
standards for the Australian population as a whole. The relative growth in the size of the
public sector may therefore be seen as, in part, a reflection of the importance which the
community places on the facilities and services provided through the public sector:

The Commonwealth has contributed to the growth of public sector expenditures
both directly through Budget expenditures and indirectly through the operation of its

instrumentalities in the nomybudget sector. The following table shows details of Common™
wealth budget outlays as a proportion of gross national expenditure in 196162 and 1970y71.

1961562 1970y71

- Percentage - Percentage
$ million £ 5\ E S million ¢ s'NE.

Net expenditure on goods and servicesy

Wat and defence 397 2.7 1,068 3.2
Other 370 25 1132 34
Total 767 5.2 2,200 6.7
Transfer

Cash benefits to persons 01 6.1 1771 54
Grants to States 800 54 2,207 6.7
Other .. 474 3.2 1105 33
Total 2175 14.7 5,083 154

Net advances
To States 441 3.0 520 1.6
To Commorwealth authorities 174 1.2 340 1.0
To other sectors 64 0.4 47 0.1
Total .. .. .. 679 4.6 907 2.7
Total Outlay .. .. 3,620 24.5 8,190 24.8

A feature of thesefiguresis the strong growth in Commonwealth budget outlaysyon
goods and services which, over the period since 1961y62, have increased significantly more
rapidly than gross national.expenditure. In total, transfer payments and.net advances grew,
less rapidly than gross national expenditure over the period.

The more significant areas of increase in Commorwealth expenditure responsibilities
can most readily be indicated by reference to the ‘conventional’ budget classification.
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Over the period 1961y&2 to 1970y71 total Commonwealth expenditures have increased
by $4,532 million or at an average annual rate of 9.5 per cent. The following table summarises

the main components in this overall increase.

Increase 1961y&2 to 1970y71

Average
annual
Percentage

ft million of total rate of

tnp oca INcrease

per cent

per annum
Payments to or for the States 1537 33.9 9.0
National Welfare Fund 47 165 8.1
Defence Services 726 16.0 12.0
Departmental Running Expenses 375 8.3 139
Payments to Industry 246 54 18.1
Repatriation Services 124 2.7 57
External Economic Aid (including Papua New

Guinea) 108 2.4 129
Territories (excluding Papua New Guinea) 74 16 16.3
All other 595 131 7.8
Total Expenditures 4532 100.0 9.5

It may be noted that some expenditures which have been growing at a relatively slow
annual rate have nevertheless made a major contribution to the absolute increase in total
expenditures over the period. Thus, although Commonwealth payments to or for the States
have increased at an average annual rate of 9.0 per cent, which is less than the rate of increase
in total expenditures, these payments have contributed over one third of the total increase
in expenditures during the period because they form such a large proportion of the total
Commonwealth Budget. A proportion of these funds is provided for specific purposes, but
the allocation of the larger part of them rests with the States. In the final analysis, these funds
are in large part spent in areas which are primarily the responsibility of the States, including
the provision of education and health services, the maintenance of law and order, and the
construction ofroads, water supply and sevwerage facilities, and housing and land development
projects.

Of the areas of primary Commonwvealth responsibility, the main absolute growth in
expenditures has been in respect of the provision of defence services and social service
benefits provided via the National Welfare Fund. Each of these categories of expenditure has
contributed about 16 per cent of the overall increase between 1961y62 and 1970y71 The
relatively rapid increase in defence expenditures occurred largely in the middle years of the
period when major reyequipment programmes were undertaken and when the strength of
the forces was increased rapidly. The reyequipment programmes, which reached a peak in
1967y68, required heavy expenditure overseas and these were in part financed by defence
credit arrangements made with the United States of America. National Welfare Fund payy
ments have shown a steady increase over the period reflecting growth in the number of
beneficiaries and increased and extended ranges of social service and health benefits. The rate
of increase in these expenditures has accelerated in recent years following the introduction
.of the tapered means test and extensions of health services.

The other components of Commonwealth expenditure have had varying rates of growth.
The expenditures exhibiting the most rapid rates of growth over the period were Commony
wealth payments to industry (18™1 per cent per annum); expenditure on Commonwealth
Territories (16.3 per cent per annum) and departmental running expenses (13.9 per cent
per annum). At the lower end of the scale, expenditures on repatriation services have, despite
substantial increases in benefit rates, grown slowly b y 5.7 per cent per annum becaus e
of the relatively stable number of beneficiaries.
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The increase of $246 million or 18.1 per cent per annum in direct Commonwealth
payments to industry reflects in particular the growing range of support provided to the
rural sector in recent years. The rapid growth of Canberra and Darwin as centres of population
IS the main reason for the above average increase of 16.3 per cent per annum in expenditure
on Commonwealth Territories.

Departmental running expenses have increased relatively rapidly at 13.9 per cent per
annum, reflecting in large part the increases which have occurred in wage and salary rates
over the period and a growth in the numbers of departmental employees which was, over the
period as a whole, more rapid than the growth in total civilian waege and salary employment

As a concomitant of the increase in the relative size of the public sector and in order to
gain the resources necessary to meet expenditure demands, total public sector receipts have
increased more rapidly than gross national expenditure. Total public sector current account
revenues have, for example, increased at an average annual rate of 10.6 per cent compared
with the average growth of 9.3 per cent per annum in gross national expenditure over
the period 1961y&2 to 1970y7L

Similarly, total Commornwealth Budget receipts, in national accounts terms, have iny
creased by $4,852 million or 10.7 per cent per annum over the period risin g from 22.1 per
cent of gross national expenditure in 1961y&2 to 24.6 per cent in 1970y71

The composition of Commonwealth Budget receipts, in national accounts tenms, in
1961y62 and 1970yr1, together with the average annual rates of growth are shown in the
following table.

1961y62 1970y71 Average
annual
_rate of
increase
1961y&2 to.
- Percentage Percentage :
$million  * ooy Smillion el é??(gglt
per annum
Receipts
Taxationy
Indirect taxes 1142 35.0 . 2501 30.8 9.1
Income taxes on companies 582 17.8 1444 17.8 10.6
Income taxes on persons
P.AY.E 64 20.0 2432 30.0 15.7
Other 420 129 743 9.2 6.5
Estate and Gift Duties 40 12 78 1.0 7.7
Other direct taxes, fees,
fines, etc. 25 0.8 47 0.6 7.2
Total Taxation 2,862 87.7 7,244 89.3 109
Other Receipts 400 12.3 870 10.7 9.0
Total Receipts 3,262 100.0 8114 100.0 10.7

Of the increase in total receipts over the period 1961y&2 to 1970y71 about 43 per cent
has been generated by collections of income tax from individuals. The largest increase wes in
respect of net payyasyiouyean income tax from wage and salary earners. Collections from this,
source have increased by $1,779 million or 15.7 per cent per annum. Revenue from company
income taxes increased by $862 million or 10.6 per cent per annum over the period and
indirect taxation revenues increased by $1,359 million or 9.1 per cent per annum. The
relatively rapid increase in personal income tax revenue reflects in large part the operation
of the progressive rate scale of this tax and, although part of the increase in effective rates of
income taxation arising from the operation of the rate scale was offset by the reduction in
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Income tax rates in 1970y71, total income taxes on persons have risen from 32.9 per cent of
total Commonwealth revenues in 1961y&2 to 39.2 per cent in 1970y71 Indirect taxation
revenues have declined as a proportion of total revenues from 35.0 per cent in 1961y& to
30.8 per centin 1970y71, largely because expenditures on goods subject to indirect taxation
lave increased less rapidly than incomes and spending in the economy as a whole and

Jjecause many products are subject to specific rates which have been changed only at
irregular intervals.

The Commonwealth has incurred a deficit in each of the years covered by the tables
varying from a peak of $642 million in 196483 to a small deficit of $7 million in 1969y70.
Any economic assessment of the relative importance of these Budget results would, of
course, have to take into account the composition of receipts and expenditures in each year,

the proportion of expenditures made overseas and the level of activity in the private sector
of the economy at the time.

The Commonwealth'sfinancingtransactions have varied considerably over the period
from 196162 to 1970y71. Thus, the net proceeds of overseas borrowing reached a peak in
1968y when a net amount of $142 million was raised. The following year, redemptions
overseas exceeded overseas loan raisings by $131 million. Net proceeds from Australian
loan raisings and Treasury Notes were at their highest level over the period, $506 million,
in 1962y63 and were at their lowest point, $180 million, in 1964y65.

NOTES ON TABLES 1 AND 2: FIGURES IN 'CONVENTIONAL" TERMS

At the Premiers’ Conference in June 1971 it was agreed that the Commonwealth would
cease to levy payyroll tax in the States as from a date to be determined in 1971y72 and that
the States would levy their own payyroll taxes as from the same date. The resultant loss of
revenue to the Commonwealth will be offset by a commensurate reduction in the financial
assistance grants otherwise payable to the States. At the same time, however, certain special
additions, estimated to total $29 million, will be made to thefinancialassistance grants
payable to the States in 1971y72 and special revenue assistance of $40 million will.also be

provided. Details of these arrangements are set out in "Commonwealth Payments to or for
the States 1971y72"

On the assumption that the new arrangements will operate from 1 September 1971, the
effect of the decision will be to reduce Commonwealth payyroll tax revenues by an estimated

$259 million, with a consequential commensurate reduction in the financial assistance
grants payable to the States.

To assist meaningful comparisons of revenues and expenditures in 1971y72 with those in
1970y71 and previous years, the following table shows the estimated increases in Commony
wealth revenues and expenditures in 1971y72 before deducting this estimated amount of
$259 million and compares these hypothetical increases with the estimated increases in
1971yr2 and the actual increases in 1970y71

1970yr1 1971y72

Estimated

Increase

Estimated before
Actual Increase after reduction of

Increase Payyroll Tax Payyroll Tax
Decision collections and

financial

assistance

grants

Sm. % Sm. % Sm. %

Expenditure 984 138 728 9.0 937 12.2
Receipts 916 129 7R 99 1wl 131
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Another change in the presentation of Commonwealth Budgetfiguresfor past years has
also been made following the payyroll tax decision. Export incentives in the form of rebates
of payyroll tax will continue; but after the passage of the necessary legislation, this assistance
to industry under the present arrangements is to be provided by way of direct Commony
wealth payments in respect of 19717 2 and 1972y73 exports. The accounts have been adjusted
so that export incentives are no longer shown as an offset to payyroll taxation receipts but
rather as a part of Commorwealth expenditures under the heading *Commonwealth Payments,
to Industry'. This treatment has the effect of increasing both Total Receipts’ and "Total
Expenditures’ in each year by equal amounts, thus leaving the overall Budget outcome
unchanged. Table 1 below sets outfigureson this revised basis back to 1961y62

Numerous changes have been made in the accounting arrangements of the Commony
wealth Government since 1961y62 Thefiguresin the tables have been adjusted where
possible to produce the greatest practicable degree of consistency, but it has not been possible
to remowe all inconsistencies. The more important that remain are:

(@ since 1963y64, some credits, which in earlier years had been offset against expenditure,
have been included as revenue. The amount of these credits in 1963y4 was
$26,445,000;

(b) a revision of the National Debt Sinking Fund Act in 1966 reduced Debt Charges in
1966467 by about $50,000,000 and the income of the National Debt Sinking Fund
by about $32,000,000, and increased Other Revenue by about $32,000,000;

(c) thefiguresfor the years 1966y67 and 196/AB3 have been adjusted to remowve the
effects of accounting changes made in 1968y69. It has not been possible, however,
to adjust thefiguresfor earlier years. The effect of these changes on the 1966y67
figures is to increase both expenditures and receipts by $12,904,000;

(d) thefiguresfor 1971yr72 are not directly comparable with earlier years because of
the effects of the payyroll tax decision discussed above.

Other inconsistencies remaining do not involve substantial sums and are unlikely to
affect significantly the comparability of the figures.

EXPENDITURES AND RECEIPTS

The figures for expenditures in Table 1 exclude redemptions of debt of the Commony
wealth and some transfers made to trust accounts such as transfers made to the Loan
Consolidation and Investment Reserve. As a number of changes have been mace to the
classification of expenditures, figuresincluded in these tables differ from those in previous
Budget documents.

The following notes refer to the larger adjustments which have been made to the figures
of expenditures and receipts appearing in the Budget documents for earlier years:

(@ thefiguresfor the years 1961y&2 to 1967483 have been adjusted to take account of
an alteration in the accounting arrangements for the Post Office. A single payment
representing the net funds provided from the Consolidated Revenue Fund is now
included under the item Advances for Capital Purposes. Thefiguresfor Other
Expenditures and Other Revenue are also affected;

ib) operating expenditures of the Commonwealth Railways are no longer shown
separately. They have been offset against revenue in order to show net receipts from
this business undertaking;

(©) the receipts heading "Net Increase in Other Balances' used in the Budget documents
for the years prior to 1968y has been dissected to distinguish between transactions
which are in the nature offinancingitems and those which should be regarded as
being in the nature of normal receipts and expenditures of the Commonwwealth.
The latter are included under the receipts item ‘Net Increase in Other Balances of
me Commonwealth in the Trust .Fund'.
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FINANCING TRANSACTIONS
The following notes explain the composition of some headings in Table 2 which sumy
marises the Commonwealth's financing transactions:

(@) The figures for loan proceeds and drawings on credit arrangements include the actual
cash proceeds from loans, etc. credited to Loan Fund in 1970y71 or their equivalents
for earlier years. Thefiguresfor loan proceeds in Australia include amounts raised
through State domestic loan raisings but exclude amounts subscribed by the
Commonwealth to Special Loans.

(b) The redemption and repayment items, both ‘Owverseas’ and ‘Australia’, consist of
outlays incurred in reducing the amount of debt outstanding (other than temporary
borrowings by way of Treasury Bills and Treasury Notes). They include outlays
on redemptions, repurchases and repayments from the National Debt Sinking Fund
and outlays on redemptions, etc. from Loan Fund, from the Consolidated Revenue
Fund and from the Canadian and Swiss Loan Trust Accounts.

(c) Thefiguresshown under ‘Net Change in Treasury Notes on Issue’ include Treasury
Notes issued to the Reserve Bank tofinanceadvances to the Wheat Board, and
those shown under the heading ‘Net Advance to Australian Wheat Board' represent
the net change in the indebtedness of the Australian Wheat Board to the Commony
wealth each year. In March 1970 the Commonwealth advanced $250 million te
the Wheat Board to enable the Board tofinanceits repayments in respect of the
1968y wheat crop to the Rural Credits Department of the Reserve Bank. This
loan was fully repaid by March 1971 when the Commorwwealth agreed to a similar
advance of $190 million in respect of the 1969y/0 crop. An amount of $71 million
of this latter advance wes repaid by 30 June 1971

I NOTES ONTABLE 3: FIGURES IN NATIONAL ACCOUNTS TERMS
OUTLAY

Net expenditure on goods and services. This heading covers direct purchases of domestic
output and imports, and includes wages and salaries of government employees and pay
and allowances of defence forces. Any recoupments of such expenditures from other sectors
of the economy or overseas are netted off. Current and capital expenditures are shown,
separately, and each is further classified by function. In accordance with national accounting
conventions, all equipment purchased for defence purposes is classified as current expenditure.

Transfer payments. Current payments to other parts of the economy or overseas, other
qugnd ‘payments for goods or services supplied, are listed in their various forms under this

ing.

Net advances. Loans, advances and additional capital made available by the Commony
wealth are shown in the respective items under this heading. Repayments of loans and
advances are deducted to arrive at the net figures.

RECEIPTS

Taxation. This heading includes, in addition to the larger ites listed under the item
"Taxation' in Table 1, some minor taxes included in 'Other Revenue' in that table. Small
amounts of expenditure are offset against receipts.

Interest, rent and dividends. Interest on loans to the private sector is not included in this
item, but is treated asfinancialenterprises income and included in the next item.

Gross income of public enterprises. This item represents gross income, less operating
expenses, of enterprises which operate within the Budget. It includes interest received oa
advances to the private sector, which is treated asfinancialenterprises income.

Net sales of existing assets. The principal components of this item are sales of land
and buildings (other than houses), less acquisitions of sites and existing buildings.

DEFICIT

This item is the difference between total outlay and total receipts. It isfinancedby net
sales of Commorwealth securities other than to Commornwealth Govermment trust funds,
less net purchases of other investments by Commornwealth Government trust funds, less
the net increase in cash, less funds provided for the International Monetary Fund and the
Australian Wheat Board, plus minor changes in other assets and liabilities.
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TABLE 3 RECEIPT S AND OUTLAY OF COMMONWEALTH BUDGET IN

1961y62 1962y63 1963y64 1964y65
. S million $ million S million 8 million
Outlayy .
Net expenditure on goods and services
Current expenditurey
War and defence 397 411 486 558
Repatriation ] 14 49 52 55
Development of resources and assistance to
,__industry 61 68 77 99
Civil aviation 17 20 22 24
Immigration 18 21 26 33
Law, order and public safety 4 5 5 6
Education o 10 12 13 17
Public bealtb and welfare 24, 28 28 31
Foreign affairs 10 1n 12 14
All other(ol 109 115 (6)136 161
. . 694 739 ¥ (0)858
Capital expenditure”)
ublic enterprises
Houses and flats . .. .. 1 y2
Other.. 10 14
Public authorities
Transport 19 21 22 28
Other.. 43 (<055 63
73 (d)s8
Total net expenditure on goods and services 767 820 946
Transfer paymentsy
Cash benefits to persons 901 937 1,029 1,080
Grants to States 800 852 896
Interest paid o 314 337 361 390
Overseas grants and contributions 65 72 86 107
Subsidiesf/) ) 85 77 108 96
Grants for private capital purposes 10 9 9 26
Total transfer payments 2,175 2,284 2,489
Total expenditure 2941 3104 3435
Net advances
to States Work s purposes .. 332 346 373 400
Housing 94 90 92 93
Other 15 22 25 26
- . 441 458 490
to Commonwealth authorities Pos t Office 100 97 105 116
SM.HEA. .. 32 43 46 44
Airlines 18 y6 y7 23
Other 24 5 16 9
. 174 139 159
to Other Sectors b y War Service Homes 51 53 43 39
ther 13 15 16 17
64 68 59
Total net advances 679 665 708
Total Outlay 3,620 3.770 4,142
Receipts, .
Taxation Indirec t taxes(/) . 1142 1227 1309 1458
Income taxes on companies .. 582 538 602 725
Income taxes on persons P.A.Y.E . 654 684 792 991
o . Othery 420 399 480 579
Estate arid gift duties 40 42 46 49
Other direct taxes, fees, fines, etc.(g) 25 26 27 32
Total taxation 2,862 2,915 3,256
Other receipts .
Interest, rent and dividends ... 369 407 429 471
Gross income of public enterprises 34 K7 37 39
Net sales of existing assets(ft) y3 2
Total other receipts .. .. 400 468
Total Receipts' ' .. .. .. 3262 3.356 3.724
Deficit 358 419

(@) Includes current expenditure of the Australian Broadcasting Commission. In previous tables in this series the
Commission was treated as a public enterprise. . . .

0) A change in Department of Works accounting procedures accounts for 16 million of the increase in 1963y64.

€) Consisting, of fixed capital expenditure oh riew assets plus increase in stocks less sales of previously rented houses.

a) A change'in Department of Works accounting procedures reduces the increase in_1963y64 by $6 million.
. .() An interestyfree capital grant of S200 million in 1970y71 and $209:8 million in 1971§72undef the works programme
s included in 'Grants to States'’.
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STATEMENT No. 8 EXTERNA L AID

In 1970, for the first time, the totalflowoffinancialresources, both official and private,
from Australia to developing countries exceeded one per cent of Gross National Product.
In that year Australia again ranked third in the world in terms of the net flow of official
development assistance to developing countries expressed as a percentage of Gross National
Product.

The Development Assistance Committee (DAC) of the Organisation for Economic
Cooperation and Development, which comprises all the major westemn aid donor countries,
including Awustralia, uses three concepts to measure resource flows from developed to
developing countries, the totals generally being expressed as percentages of Gross National
Product. These are:

(i) Total net flow of official and private resources;
(ii) Net official flows; and
(iif) Net official development assistance.

The first concept tota | net flow of official and private resources correspond s to the
definition used in the much publicised one per cent 'aid' target. It includes private investment
in, and commercial loans and export credits with a maturity of more than twelve months
extended to, developing countries. This concept is deficient in a number of important respects
for comparing the relative aid efforts of donor countries, not least because it lumps private
and officialflowstogether as if they were the same, although they are, of course, generally
motivated by entirely different considerations and their terms and conditions often differ
widely. Such a measure, moreover, places capital importing countries like Australia at a
disadvantage compared V/ith capital exporting countries. Accordingly, ever since the first
United Nations Conference on Trade and Development in 1964 when aid targets for
individual donor countries were first evolved, Australia has consistently queried the validity
and usefulness of this total flow concept. But, whatever one may think about it, the fact is
th_atlit forms the basis of the one per cent 'aid' target which has been accepted in international
ycircles

The second concept ne t officialflows represents that part of the totalflowof resources
to developing countries which is subject to decision by governments. However, it also has
a number of shortcomings in that it comprehends various transactions which are not
considered to be concessional in character. For example, net purchases by govemments and
central monetary authorities of bonds issued, at market rates of interest, by institutions like
the World Bank and the Asian Development Bank are included, as also are official export
credits, etc. Moreover, this concept, as presently defined, fails to allow fully for the difference
between grants and loans inasmuch as interest payments by developing countries are not
deducted in calculating net flows.

The third concept ne t official development assistance omit s the nonyconcessional
elements in net officialflows.This is by far the most meaningful of the three concepts and
it is tending to become more widely used as a measure of comparative aid effort, or burdeny
sharing, although interest is still not deducted.

The following details of Australia's 'aid' performance in 1970 illustrate the differences
between the three concepts:

Per cent
$ million of GNP
(i) Total net flow of official and private resources* 343.55 112
(i) Net official flows . . . o0 187.76 0.61"
(iii) Net official development assistance . 181.49 0.59

* Including estimated contributions by voluntary aid organisations.
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For the past five years Australia has consistently ranked third in the world in terms of
the net flow of official development assistance to developing countries expressed as a pery
centage of Gross National Product. The followingfiguresbased on data published by the
DAC compare relative aid performances by member countries since 1966.

NET OFFICIAL DEVELOPMENT ASSISTANCE TO DEVELOPING COUNTRIES
AS A PERCENTAGE OF GROSS NATIONAL PRODUCT

1966 1967 1968 1969 1970
Per cent Per cent Per cent Per cent Percent'

France.. 0.69 0.71 0.69 0.68 0.65
Netherlands 0.45 0.49 0.49 0.51 0.63
Australia 0.53 0.60 0.57 0.56 0.59
Portugal 0.59 1.02 0.68 1.04 0.48
Belgium 0.42 0.45 0.42 0.51 0.48
Canada 0.33 0.32 0.26 0.34 0.43
Denmark 0.19 0.21 0.23 0.39 0.38
Sweden 0.26 0.25 0.28 043 0.37
United Kingdom 0.46 0.44 0.40 0.39 0.37
Norway 0.18 0.17 0.29 0.30 0.33
Germany 0.37 0.43 0.41 0.39 0.32
United States 0.45 0.44 0.38 0.33 0.31
Japan 0.28 0.32 0.25 0.26 0.23
Italy 0.12 ' 0.22 0.19 0.16 0.16
Switzerland 0.08 0.08 0.14 0.16 0.15
Austria 0.31 0.24 0.20 0.12 0.13
DAC Awverage 0.42 043 0.38 6.36 0.34

The fact that interest received on loans extended to developing countries has not been
taken into account in the above data tends to distort international comparisons, especially
visyayve Australia, which until recently has provided all of its official development assistance
in grant form and is still predominantly a grantyaid donor.

OFFICIAL DEVELOPMENT ASSISTANCE 1971y72

The following table lists various items of expenditure which can be fairly readily identified
as economic (i.e. nonymilitary) aid to developing countries, including Papua New Guinea.
The totals shown in this table differ from those quoted in Statement No. 4 Estimate s of
Expenditures, 1971y72 by virtue of the inclusion of direct expenditures of an economic
nature by various Commonwealth Departments and instrumentalities in or in connexion
with Papua New Guinea, which are classified under other headings in the Budget. Expenditure
relating to developed countries under the Commonwealth Coyoperation in Education Scherme

has been excluded.

The estimates for 1971y72 do not necessarily represent the sum total of all the official
development assistance which Australia will provide to developing countries this year. For
instance, the estimates for payments to the International Development Association, the
Indus Basin Development Fund and the Special Funds of the Asian Development Bank
may be exceeded if these institutions make greater calls on Australia. The expected decline
in expenditure on multilateral aid programmes in 1971y72 basically reflects the fact that
thefinalinstalment of Australia’s subscription to the capital stock of the Asian Development
. Bank was paid in August 1970: no similar payment will be required this year.
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Actual Estimated
1970y71 1971y72
$'000 S'000
Multilateraly
International Development Association . . < 2815 3,300
Asian Development Bank Capita | Subscription . 3,795
Asian Development Bank Specia | Funds Contribution 325 1,000
UN Development Programme .. .. 1,785 1,785
UN High Commissioner for Refugees . 262 175
UN Relief and Works Agency ' . 180 180
UN Children's Fund 825 550
World Food Programme .. . . C 963 850
South Pacific Commission 276 309
Regional Projects for Economic Coyoperation in Asia.. al 108
International Red Cross 15 15
World Meteorological Organization Worl d Weather Watch 50
ASPAC Registry of Scientific and Technical Services .. , 69 @
ASPAC Food and Fertiliser Technology Centre N 27 36
International Rice Research Institute . o ' « 0
International Trade Centre . . 30
Total Multilateral o v 11458 8,505
Bilateral
Colombo Plan
Projects, experts and equipment .. o . » 11,390 11,250
Training . " «» 5456 6,020
Special Aid to Indonesia ' - 7721 9,000
' 24,567 26,270
Special Aid to South Vietham 390 110
Special Aid to Khmer Republic 960 1350
International Wheat Agreement Foo d Aid Convention * % 11,840 12,000
SEATO Aid Programme .. * 1891 2,000
Indus Waters Scheme ** 663 1,000
Foreign Exchange Operations Fund Lao s * 643 643
Special Commonwealth African Assistance Plan o * 497 550
Commonwealth Coyoperation in Education Scheme .. 732 796
South Pacific Aid Programme . »* a 543
Australian International Awards Scheme A
Disaster Relief 176
Australian/Asian University Aid and Coyoperation Scheme 138
Emergency Relief for Pakistan Refugees * 200

Total Bilateral

Total Multilateral and Bilateral

Papua New Guinea
Basic grantyinyadl -
Development grant
Allowances and other benefits for overseas officers of the Papudl
jf Public Service
Drawings on Arawa loan
Miscellaneous budget items and other direct expenditures in Papua N

10,000

Guinea » 141 14,748
(@12 130,748

186,072

oL b o oy g Sl ek o ol o 40D o o

Plaoermms ch the AdmlnI?/
tration of New Guinea meck in A 1a toflnancel equrty Investment of S5 million in the Bougal
project. This Is not classified as official development

No allowance has been made |n1heabwe table for the large subverttions which the
Commonweelth and State Governments provice each yearr for various educational instituy
tions in Australia which are attended by several thousand oversess students, most of whom
come from developing countries. The Imputed costs involved in this hidden aid 'subsidy™y
are estimated to exoeed $10 million per annum.
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Similarly, the figures in the above table do not allow for the fact that parts of Australia’s
contributions to the regular budgets of a number of intermational organisations (included
elsanhere in the Budget) are used to finance aid projects in developing countries th e annual
amount involved is currently estimated to exceed éGOOOOO Nor has any allowance been
macke for the costs incurred in administering Australia’s various aid programmes. In all,
these costs, which are subsumed in Departmental Running Expenses, are tentatively estimated
to exceed $7 million per annum at the present time. Proportionately, this compares favourably
with the administrative costs of most other donor countries.

Australia is also providing substantial amounts of defence aid to certain developing
countries in Asia, not counting expenditures associated with the presence of Australian
forces in those countries. In 1971y72 for example, military and paraymilitary aid to
Malaysia and Singapore is estimated to total $4,260,000 and military aid to South Vietnam,
$3,500,000. Considerable amounts are also being expended on the Pacific Islands Regiment
in Papua New Guinea. To the extent that this defence aid, which is included in the overall
Defence Vote, releases domestic resources that would otherwise be used for the same purpose,
it may indirectly help to promote the economic development of recipient countries.

Some brief comments follow on the more important items shown in the above table:

Intermational Development Association. Australia has pledged a total of $99982,143
($US111,980,000) to IDA since its inception in 1960. This sum comprises:

0 an initial capital subscription of $US20,180,000 payable over the fiveyyear period
1960481 to 1964465

e a contribution of $US19,800,000 towards the first replenishment of the Association’s
resources over the triennium 1965y86 to 1967y68;

e a contribution of $US24 million towards the second replenishment of the Association’s
resources over the triennium 1968y to 1970yr1; and

0 a subscription and a contribution totalling $US48 million towards the third replenishy
ment of the Association’s resources over the triennium 1971y72 to 1973y74

The international agreement governing the third replenishment exercise has not yet
entered into effect, although it was originally scheduled to do so on 1 July 1971

Contributions to IDA are initially made available in the form of nonynegotiable nony
interestybearing promissory notes which are encashed on demand as and when funds are
actually required. In the nature of things, there is a lag between commitments and disbursey
ments by IDA. To the end of June 1971 actual cash payments to IDA totalled $35569,142.
An amount of $3,300,000 has been included in the Budget for 197172, although actual
cash payments to IDA this year may be higher.

Asian Developpment Bank. Australia has subscribed $75,893000 ($US85 million) to the

yinitial capital stock of the Asian Development Bank, which was established in Manila in
1966 to promote the economic growth of developing countries in the ECAFE region by
providing loans, on both commercial and concessional terms, and technical assistance to
these countries. Papua New Guinea became the thirtyysixth member of the Bank in April
1971. Oneyhalf of Australia's capital subscription is to remain at call as security for borrowy
ings by the Bank on interational capital markets to supplerment its subscribed capital and
finance an expansion in its own lending operations. The balance has now been paid in to the
Bank, half in convertible currency, and half in domestic currency; use of the latter has been
restricted to the procurement of goods and services from Australia, as provided for in the
Avrticles of Agreement of the Bank.

Australia has also pledged the equivalent of $US10 million to the Special Funds of the
Asian Development Bank over the triennium 197071 to 197273 to help finance loans by
the Bank on concessional tenms to developing member countries. Payments will be made
to the Bank as and when funds are actually required. In all, $325000 was paid to the Bank
in 1970y71. An amount of $1 million has been included in the Budget for 1971y72, although
actual cash payments to the Bank this year may be higher.

Other Multilateral Programmes. The estimates provide for a continuation of existing

rates of contribution to various U.N. aid programmes. The reason for the decrease in the
estimates for the United Nations High Commissioner for Refugees and the United Nations
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Children's Fund is that three halfyyearly payments were made to these institutions in 1970y71
to put Australia’s annual contributions to them on the same basis, timeywise, as those of
other countries. The estimate for the World Food Programme is lower because a special
erf]'fort was made in 1970y71 to reduce the backylog in calls on Australia's previous pledges to
this institution.

Two new items have been included: $50,000 is provided to enable detailed design work
to be undertaken on a phytotron which, it is envisaged, will be donated at a later date to
the International Rice Research Institute at Los Banos in the Philippines, and $30,000 is
provided to cover the cost of seconding an officer from the Australian Trade Commissioner
Service to the International Trade Centre in Geneva to write a handbook on trade promotion
for the benefit of officials in developing countries.

Colombo Plan. This continues to be by far Australia's largest bilateral aid programme.
It covers a wide range of activities, including the training of overseas students and officials
in - many different subjects in educational institutions, govemment services and private
industry in Australia as well as the assignment of Australian experts in various fields to
work and teach in developing countries overseas. It also embraces the provision of heavy
machinery and equipment for large construction projects (for example, highways, bridges,
dams and town water supplies) undertaken in collaboration with foreign governments. In
addition, it includes the installation of radio telecommunications systems, assistance in the
rehabilitation of telephone and railway networks, and gifts of such diverse items as trucks,
irrigation and farm equipment, railway wagons and sleepers, dredges, pumps, hospital and
Broadcasting equipment, wool, bakery equipment, and teaching aids for vocational training,
institutes. Various other commaodities and manufactured goods have been given to developing,
countries under the Colombo Plan in the past. Further details of the present programme are
given in various official publications of the Department of Foreign Affairs.

Australia has undertaken to provide tlie equivalent of $US60 million ($53,570,000) in
bilateral aid to Indonesia over the triennium 1970y71 to 1972y73 It is envisaged that about
$18 million will be provided for Indonesia in 1971y72, compared with expenditure of
$15500,000 in 1970y71, making that country the largest recipient of bilateral aid from
Australia at the present time.

International Wheat Agreement. An amount of $12 million has been provided in the
Budget to meet Australia’s commitment under the new International Wheat Agreement to
supply 225000 metric tons of wheat or flour equivalent as food aid to developing countries
in 1971§72. This is the same quantity as was supplied to developing countries in each of the
last threefinancialyears under the former International Grains Arrangement. The bulk of
this wheat and flour will again be distributed to developing countries in Asia and the Pacific.

South Pacific Aid Programme. In recognition of Australia's growing interests in, and
responsibility for, developments in this part of the world, the estimate for the South Pacific
Aid Programme has been almost doubled to $1 million in 197172 In each of the last three
financial years,flourcosting in the region of $690,000 has also been supplied to Fiji as part
of Australia's commitment under the former International Grains Arrangement.

Indus Waters Scheme. Australia has undertaken to contribute a total of $23269,000 to
the Indus Basin Development Fund to helpfinancethe construction of dams, link canals
and barrages on various tributaries of the Indus River designed to divide the waters between
India and Pakistan in an equitable manner. Total expenditure for this purpose to 30 June
1971 amounted to $17,322,000. An amount of $1 million has been included in the Budget
for 1971y72, although actual cash payments this year to the World Bank, which is responsible
for administering this scheme, may be higher.

Other Bilateral Programmes. The estimates provide for a continuation of Special Aid
to South Vietnam to enable the houses being constructed for dependants of members of the
Regional and Popular Forces in that country to be completed. Other aid will, of course, be
provided to South Vietnam under the Colombo Plan and SEATO Aid programmes in 1971y
72. Special Aid to the Khmer Republic (Cambodia) will also be continued in 1971§j72, with
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an amount of $1,350,000 being provided in the Budget, compared with expenditure of
$960,000 in 1970y71 Likewise, other aid will be extended to this country in 1971y72 under
the Colombo Plan. The estimate of $300,000 for Emergency Relief for Pakistan Refugees
in 1971y72 is the balance of the $1 million pledged by the Government, of which $200,000
was spent last year. The lower estimate for Disaster Relief is a provisional figure since tho
need for such expenditures, because of their nature, cannot be foreseen.

Papua New Guinea. The estimates envisage a reduction of $3 million in the 'Basic
grantyinyaid to the Administration in 1971y72 but this will be offset by an equivalent increase
in the 'Development grant' to the Territory this year. Payments of allowances and other
benefits for overseas officers employed in the Papua New Guinea Public Service are estimated
to increase by $4>503000, largely because of the fullyyear effects of the wage and salary
increases which were granted in 1970y71 However, provision has also been made for an
Increase in recruitment this year to facilitate the task of helping the Territory to prepare
for selfygovernment in the foreseeable future. Drawings on the Arawa loan are expected to
be $3,700,000 greater than in 1970y71 to enable the Administration to meet final payments
falling due on completion of the township being constructed at Arawa in conjunction with
the Bougainville copper project, which will commence production in midy1972 Finally,
$225,000 has been provided for the Practical Training Scheme for Papuans and New
Guineans in Australia in 1971y72, compared with expenditure of $78,000 in 1970y71

HISTORICAL GROWTH IN AUSTRALIA'S OFFICIAL DEVELOPMENT ASSISTANCE

The following table summarises the growth in Australia's official development assistance
to developing countries, including Papua New Guinea, since 1961y62. The comments on
and reservations about the figures for 1970y71 and 1971y72 included in the table on page 66
also apply to the data shown below for earlier years.

Multilateral Bilateral Papua. Total
Programmes  Programmes New Guinea

$000 $000 $000 000
1961y62 7652 12272 44,446 64,370
1962y63 10,058 14897 49,782 74,737
1963yc4 «, 10672 14,029 61,098 85,799
1964y65 5159 24,136 67,998 97,293
1965y66 - o» 8,018 25,719 75,167 108904
1966y67 . on 12571 28,169 83,784 124,524
1967y68 , 14,001 34,251 91,645 139,897
1968yt 12,712 37,489 99,376 149577
1969y 70 « 10558 40,148 115475 166,181
1970y71 11458 43274 121,968 176,700

1971y72 Estimate 8505 46,819 130:748 186,072
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STATEMENT No. 9 COMMONWEALT H ASSISTANCE TO
INDUSTRY

Assistance to Australian industry is provided through the Budget by way of bounties,
subsidies and other payments, and by way of contributions to promotion and research.
In addition, services and facilities are provided by the Commonwealth for which no charge
Is made or for which charges fall well short of covering the costs incurred. A large part of
the current expenditure of the Commonwealth Scientific and Industrial Research
Organization, for which it is estimated $50 million will be provided from Consolidated
Revenue in 1971y72 is on activities undertaken for the benefit of Australian industry.
Commonwealth departments providing assistance in the form of services and facilities
include Primary Industry, Trade and Industry (including the Australian Tourist Commission),
National Development (Bureau of Mineral Resources, and Forestry and Timber Bureau),
Civil Aviation and Labour and National Service. Assistance to improve the defence capability
of Australian industry is provided in a number of ways from the Defence Vote.

The Commonwealth has provided substantial assistance to the rural sector in recent
years by way of natural.disaster relief payments to the States, the largest of which has been
reimbursement of State expenditure on drought relief schemes. A number of the specific
purpose grants to the States also assist primary industries fo r instance, payments for beef
cattle roads, brigalow lands development, water resources investigations, and so on.

In addition, a very considerable amount of assistance is being provided through the
Budget by way of special taxation concessions which, as they result in a reduction of
Commonwvealth revenues (and a corresponding increase in the funds available to the
recipients), are as much a call on the Budget as direct payments which add to expenditures.
Assistance of this type is provided mainly by way of income tax concessions which permit
firms and individuals to make deductions from their incomes for taxation purposes beyond
those normally permitted under the income tax law.

In total, the Commonwealth assistance specified under the following three headings,
which does not include all the forms of assistance referred to above, amounted to about
$658 million in 1970y71.

COMMONWEALTH PAYMENTS TO INDUSTRY

. The following table sets out estimates of Commonwealth payments to (or on behalf of)
industry in 1971y72 included under the heading ‘Commonwealth Payments to Industry’,
Item No. 9 in Statement No. 4. These payments are estimated to amount to $371 million
in 1971y72 which compares with payments of about $150 million five years ago (1966y
1967) and about $70 million ten years ago (1961y62).
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COMMONWEALTH PAYMENTS TO INDUSTRY

Rural Industries

Protective Bounties
Raw Cotton Bounty
Other Payments
Apple and Pear Stabilization
Canned Fruits Industry Assistance
Dairy Products
Butter and Cheese Bounties
Marginal Dairy Farm Reconstruction Scheme
Processed Milk Products Bounty
Devaluation Compensation
Nitrogenous Fertilizers Subsidy
. Petroleum Products Al | States and Northern
Territory
Phosphate Fertilizers Bounty
Rural Reconstruction
Wheat Industry Stabilization
Wooly
Advance for administrative expenses of. Ausy
tralian Wool Commission
Advances against possible loss by Australian
Wool Commission
Deficiency Payments for Wool
Emergency Assistance to Woolgrowers
Wool Marketing Assistance

Total Rural Industries

Manufacturing Industries
Protective Bounties
Agricultural Tractors Bounty
Book Bounty
Cellulose Acetate Flake Bounty
Shipbuilding Subsidy Cros s
Less Revenu e

Net Subsidy ..

Sulphate of Ammonia Bounty *
Sulphuric Acid Bounty .
Urea Bounty

Other Payments
Devaluation Compensation
Export Incentive Payyroll Tax Rebates(a)
Industrial Research and Development Grants..

Total Manufacturing Industries

Mining Industries

Protective Bounties
Pyrites Bounty

Other Payments
Gold Mining Industry Assistancey
Petroleum Search Subsidy ..

Total Mining Industries
Transport Industries;
Air Services
Shipping Services
Melbourne Kin g Island
South America

Total Transport Industries
Total Commonwealth Payments to Industry

a) Fi shonn are 1S of ol i
R ST

N respel

-

1969y/70
Actual

$000
3531

# 1
t !

27,000

516
29,000
9,876

22,367
45.820

138111

1,757
1374
276
58,555
39,797
18,758
1081
740
49

1,069
33,582
8,915

68,047

1859
14,208

16,157

1,800

150
157
2,107

224422

b

oN

1970y71
Actual

$'000
2973

6,164

41,500
3,122
2,729

21,000
9,716

23,829
40,815

4,000
29,008

300
1,040

21,327
2,900

210424

2,750
3217
200
45.255
26,609
18,646
538
489
449

600
47,750
16,250

90,889

568
2,881
9,643

13,092

2,000
160

113
2,273
316,677

1971y72
Estimate

$'000
796

3,000
200

39,882
11544
1920
9,700
9,800

25,025
38,000
40,000
27,200

4,000
60,000
150
3,700

274917

3,200
2,500
200
54,743
44,675

10,068
823

40
53,000
13,000
82831

960
1900
8.600

11,460

1900
90
3B

2,028

371,236
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+ Increase

Decrease
on 197071

S'000
2177

+ 3,000
5,964

1618

+ 8422
809
11,300

84

1196

2,815
+ 36,000.

1808

300
2,960

60,000
21177

++ ++
S

64,493

17

9,488
18,066
8578

++

449

560
5,250
3.250

y 8058

+ 392

981
1043

Yy 1632




J20  Appropriation BiU (No. 1) REPRESENTATIVES Appropriation Bill (No. 1)

The following comments cover the main variations shown in the table on the preceding
page.

Rural Industries

Raw Cotton Bounty. The estimated decrease of $2,177,000 in bounty payments on raw
cotton results from an amendment made in 1969 to the Raw Cotton Bounty Act. This
amendment placed a ceiling of $2,000,000 on bounty payments for the 1971 crop. The
pr(()jvisi:)frlle for 1971yr2 is the balance of the liability on this crop. No further bounty is payable
under Act.

Apple and Pear Stabilization Scheme. The provision of $3,000,000 for 197172 represents
the esimated Commonwealth liability in respect of apples and pears shipped and sold ‘at
Jisk' in 1971 under a proposed stabilization scheme. The scheme guarantees minimum
refwﬂl:lrés for 23 varieties. Growers contribute when the.average export retums are in excess
0 minima.

Canned Fruits Industry Assistance. In 1970y71 the Commorwwealth provided financial
assistance to the States of Victoria, New South Wales and South Australia to enable
assistance to be provided to the Shepparton Preserving Company Ltd. and for the relief of
the longyterm indebtedness problems of the Leeton, Riverland and Jon canneries. The
provision of $200,000 for 1971y72 represents a further amount to be provided to Victoria
to assist the Shepparton Preserving Company Ltd.

Butter and Cheese Bounties. Payments are expected to decrease by $1,618,000 in 1971y72
as the special additional grant for 1970y71 has been renened at a lower level.

Marginal Dairy Farm Reconstruction Scheme. The increase of $8422,000 reflects the
first full year of operation of this scheme for which the Commonwealth has agreed to provide
$25 million over a period of four years.

Devaluation Comypensation. An estimated $11,300,000 less than in 1970y71 is to be paid
to rural industries in 1971y72 in respect of reduced returms in Australian currency arising
from the 1967 devaluation of sterling and other currencies. Details of payments in each of
the past two years, and those expected in 1971y72, are:

_ _ . + Increase
. 19690 1970571  1971§72
Commodity Actual Actual Estimate . E)ge%e;/%se

$000 $000 S'000 S'000

Apples and Pears 2061 2595 2595
Canned Fruit .. 825 Q0 0
Dairy Products 20,012 12,698 2,758 9,940
Dried Vine Fruits .. .. 168 119 80 + 731
Eggs .. 246 36 80 + 44
Honey 2 7 7
Sugar .. .. . .. .. 5563 5423 531 + 508
Other .. 105 31 8 + 50

Total 29,000 21,000 9,700 y 11,300

Petroleum Products Al | States and Northem Territory. The subsidy scheme is designed
to reduce the wholesale prices of certain petroleum products in rural areas to within 3.3 cents
per gallon of capital city prices. The estimated increase in expenditure for 1971y72 reflects
an expected increase in consumption.

Phosphate Fertilizers Bounty: It is proposed that this bounty, which is due to expire on.
31 October 1971, be extended to 31 December 1974. The estimated reduction of $2,815,000

in expenditure for 1971y72 reflects an expectation that sales of fertilizers eligible for the bounty’
will be less than in 1970y71
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Rural Reconstruction. An amount of $0 million is to be provided to the States in 1971y72
for the first full year of operation of the scheme of debt reconstruction, farm buildyup and
rehabilitation, for which the Commonwealth has agreed to provide $100 million over a
period of four years.

Wheat Industry Stabilization. The wheat stabilization payment in respect of the 1969y70
season is based on an average export price of 132.30 cents per bushel, compared with a
guaranteed return of 145.90 cents per bushel for 200 million bushels of exports.

Advances against possible loss by Australian Wool Commission. The payment in 1970y71
was to provide for the estimated loss resulting from the trading operations of the Commission.
A provision for a similar purpose has been included for 1971y72

Deficiency Paymentsfor Wool. It is proposed to introduce a oneyyear scheme of deficiency
payments in respect of the 1971y72 wool clip. The expenditure estimate of $60 million is
subject to a considerable margin of uncertainty, as the level of payments will depend on
actual market proceeds.

Emergency Assistance to Woolgrowers. The provision of $150,000 in 1971y72 represents
the amount outstanding under the onejyear scheme, introduced last year, of emergency
assistance to woolgrowers.

Wool Marketing Assistance. Payments are made to meet half the costs of handling
(interlotting, bulkyclassing, etc.) of one, two and three bale lots covered by the price averaging
plan operated by the Australian Wool Commission; and half of brokers' administration
charges relating to the plan. The increase of $800,000 in 1971y72 reflects an expected increase
in the quantity of wool to be included in the plan.

Manufacturing Industries

Agricultural Tractors Bounty. Actual expenditure for 1970y71 and estimated expenditure
for 1971y72 include the temporary additional bounty on the sale of eligible tractors.

Book Bounty. The estimated decrease of $717,000 in payments in 1971y72 is due mainly
to the Government's decision, announced in May 1971, to exclude certain types of publiy
cations from the bounty.

Shipbuilding Subsidy. Ships are purchased by the Commonwealth and sold at prices up
to oneythird below cost. The 1971y72 estimate shows an increase of $9,488,000 in gross
expenditure compared with 1970y71 However, receipts from the sale of ships are expected
to increase by $18,066,000, of which $6,075,000 represents recoveries in respect of expenditure
in 1970y71

Sulphate of Ammonia and Urea Bounties. These bounties were terminated in November
1970 after the Government accepted the recommendations of the Tariff Board in its report
on Nitrogenous Fertilizers.

Sulphuric Acid Bounty. Provision has been made for the operation of this bounty to be
extended until May 1972.

Devaluation Compensation. The scheme of assistance applied to exports up to the end of
1989 to markets affected by devaluation. Itis expected that final payments under the scheme
will be made in 1971y72

Export Incentive Payyroll Tax Rebates. As already announced, the incentive scheme will
be continued, following the transfer of payyroll tax to the States, on the basis of direct
Commonwealth payments in respect of 1971y72 and 197273 exports. The forecast increase
of $5,250,000 reflects the continued increase in exports eligible under the scheme.

Industrial Research and Development Grants. The decrease in 1971y72 of $3,250,000 is
due mainly to the reduction in the general grant rate from 50 per cent to 35 per cent of
companies' eligible expenditure onyresearch and development in 1970y71

Mining Industries

Pyrites Bounty. Provision has been made for the operation of this bounty to be extended
until May 1972.

Gold Mining Industry Assistance. The estimated decrease results from declining production
and a higher expected level of premium receipts from the sale of gold on the free market.
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Petroleum Search Subsidy. New commitments under the subsidy scheme will be higher
In 1971y72 than in 1970y71 but payments will be less because of a reduction in liabilities
carried forward from 1970y71.

COMMONWEALTH CONTRIBUTIONS TO PROMOTION AND RESEARCH

In addition to its direct support of the Commonwealth Scientific and Industrial Research
Organization, the main contributions made by the Commonwvealth to promotion and research
are shown below.

19650 1070571 dopagre ¢S
Actual Actual Estimate 197071
$000 $000 $000 $000
Wool Promotion and Research(a) ., 13091 27,744 271973 + 229
Objective Measurement of Wool ., 446 850 + 404
Other Rural Research(o)
Wheat 900 730 750 f 20
Meat 1426 1490 1750 + 260
Dairy . b1 436 420 16
Fishing . . 2 260 + 258
Tobacco 382 370 450 + 80
Other(6) 377 360 454 4+ A
Export Promotion Paymentsfc) 3,840 4.306 4735 + 429
Coal Utilisation Research . 260 260 260
Total 20,627 36.144 37902 + 1758

la) Does not include expenditure financed by industry contributions. =~ .
(0) Includes sirex wasp, barley, J)oultry, chicken meat, wine, dried fruits, pig, and other minor research,
(¢) Includes expenditure on trade promotion visits.

COMMONWEALTH ASSISTANCE TO INDUSTRY
THROUGH THE TAXATION SYSTEM

The amount of revenue forgone in 1970y71 through the main taxation concessions for
which figures are shown below, is estimated to have been about $3056 million.

Most, though not all, of that amount is forgone through concessions in the income
tax law, which are shown in some detail below. (Payyroll tax rebates, under the export
Incentive scheme, are shown in the section headed ‘Commonwealth Payments to Industry.")
The special estate duty reliefs for primary production estates, introduced in the financial
year 1969y70, cost $3 million in 1970y71 There are numerous concessions in the sales tax
field in the form of special exemptions to assist particular industries.

Most of the relevant concessions in the income tax field may be grouped in three broad
categories, namely:

A those which allow the deduction of larger amounts than are authorized under the
general provisions of the law (included in this category is the rebate for export
market development expenditure, which gives a tax saving additional to the saving
resulting from the deduction from income for this expenditure);

B  those which allow certain taxpayers to deduct the cost of items of plant over shorter
periods than is the case for the general run of taxpayers; and

C those which exempt certain classes of income.
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The main provisions in each of these classes, and the estimated amounts of revenue
forgone in 1970y71 are:

Estimated
Revenue Forgone
in 1970y71
$ million
Category A:
Investment allowance
Manufacturing(a) . . . . . 45.0
Primary production .. . . . . 6.0
Export Market Development Rebate . . . . 17.0
Certain capital expenditures on land used for 'primary production' and in
timber operations (excluding items otherwise depreciable). Deductions
for telephone lines allowed to'primary producers' .. . 10.0
Expenditure on scientific research (excludlng accelerated depreciation on
plant) . : . . .. 10
Moneys paid on shares
Oneythird of calls on mining or afforestation shares section s 77c¢ and
78 (1) (b)
Moneys paid on shares for the purpose of exploration, prospecting or
mining sectio n 77D
Capital expenditure of certain mining enterprises and in respect of
transport of certain minerals (excluding deductions in respectof plant
otherwise depreciable) .. . . . . 54.0
Total Category A .. . . . o 171.0
Category B:
Special depreciation allowable to 'primary producers'
Allowance of immediate deduction for fencing and underground piping
instead of depreciation
Special rate of depreciation on plant used for scientific research
Deduction in year of purchase and/or appropriation of income for plant
used in mining or exploration and in respect of transport of certain
minerals which would otherwise be subject only to depreciation
Total Category B .. . . . - . 90.0
Category C:
Exemption of certain mining profits 17.5(ci
Total of Categories A, Band C 2785

For footnote! se page following
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The preceding table does not include the cost of the averaging provisions applied to
incomes of 'primary producers’. These provisions involve assessment at rates of tax which
may differ from those otherwise applicable to the taxable income. They have the effect of
reducing the tax otherwise payable in a year when taxable income exceeds the average of
that year and four preceding years. It may exceed the average because of fluctuations in
income, or because incomes had generally risen over the period, or both. Conversely, if
taxable income falls below average income, tax payable under these provisions is higher than
it would otherwise be. Options allowed by the law to withdraw permanently from the
averaging provisions, or to reyenter them, have enabled 'primary producers' to have applied
either tax at general rates or tax under the provisions, whichever is more favourable to them.
The provisions are estimated to have involved a cost to revenue of approximately $111
million in the five assessment years ended 1970y71, of which approximately $24 million
relates to revenue forgone in 1970y71

The table also excludes the cost of the drought bonds scheme which commenced in
1969y70. This scheme enables eligible pastoralists to reduce their taxable incomes in some
years, by the amounts they subscribe to drought bonds, and increase them in later years,
by amounts of redemptions. By evening out fluctuations in taxable income, the scheme, can
enable them to make an overall saving in tax. The cost of the scherme to revenue up to 30 June
1971 is estimated at $640,000.

With increasing mining production and continuing expenditure on exploration, it is
probable that there will be further increases in the costs to revenue of the various income
tax concessions which apply to the mining and mining exploration industries. In particular,
increased production of bauxite, nickel and the other prescribed minerals, income from which
Is partly exempted under section 23A, will result in greater revenue losses in future years.
Section 23A of the Income Tax Assessment Act provides for the exemption from income
tax of oneyfifth of the net income from the production or sale of certain prescribed metals
and minerals. Also, as the income from production of Australian petroleum grows, there
will be a continuing cost to revenue of the special allowances permitted for petroleumy
producing enterprises. These allowances effectively free from tax income from the sale of
Australian petroleum and its products, until capital expenditure incurred in finding and
recovering the petroleum (other than such expenditure transferred for deduction against
shareholders' income by reason of section 77D, which has been enacted to replace section
77A), has been recouped out of the mining profits. Dividends paid out of such taxyfree
income are exempt in the hands of shareholders of the mining and petroleum companies.

(a) The investment allowance on m_an_uf_acturing plant and equipment has been suspended in respect of such expenditure
Incurred after 3 February 1971 unless it is incurred under a contract made on or before that date with the supplier of ths
goods or services involved.

_(6) This estimate is based on the deductions allowable in the 1969470 income year in respect of purchases and approy
Frlatlons in that year less the depreciation that would have been allowable in that“year on the relevant plant purchases or
he Iolant in_respect of which the appropriations were made. While the provisions in question do not allow any greater
total deduction over the life of the plant and equipment than do the normal depreciation provisions of the inCome tax
law, they result in a deferment of tax which involves a cost to the Commonwealth Budget and a benefit, namely tbe provision
of Interestyfree finance, to the taxpayers concerned. Normal depreciation allowances are designed to allow taxpayers to
write off the cost of plant and equipment against income as the plant and equipment is used up in producing that income.
the value of accelerated depreciation allowances to taxpayers depends on how much sooner they receive savings than would
be the case if the allowances had been based on the usage of Plant_ and equipment, and on the value to them of having the
ase of these savings. Where there is a constant or increasing rate of investment in plant and equipment subject to accelerated
fleprcciation, the concession virtually provides the taxpayers concerned with a revolving or increasing crédit in their account
with the taxation revenue.

(c) Thisestimate is based on the exemption of Income under section 23(0) gol d minincf;, section 23(f) sal e of rights
10 mine gold and other prescribed minerals, section 23A onejfift h exemption of income from the mining of prescribed
tictals and minerals, and section 23c exemptio n of income from certain sales of gold produced in Australia.
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STATEMENT No. 10 SOCIA L WELFARE AND REPATRIATION
EXPENDITURES

Commonwealth expenditures in thefieldsof social welfare and repatriation are brought t%ether in the
following table which shows actual e>t<ﬁendrtures in 1970y71, and estimated expenditures in 1971y72 including
the cost of measures announced in the . In addition to expenditures_contained in Item
No. 3 Paymen t to National Welfare Fund, and Item No. 4 Repatriatio n Services, in Statement No. 4.

this table includes certain expenditures contained in other Items In that Statement.

1970y71 1971y72 Increase
Actual Estimate on 1970y71
$000 S'000 $'000
Social Welfare Benefits

'Social Services 1,057,763 1,208,179 150,416
Health Services . .. .. , - 434277 504,666 70,389
Housing Benefits 20,312 27.192 6,880
Total Social Welfare Benefits 1512351 1,740.037 227,686
Repatriation Benefits .. 315,165 355,410 40,245
1,827,517 2,095,447 267,930

Details of the individual components of these broad headings are given below.

SOCIAL SERVICES

Expenditures under this heading comprise amounts charged to the National Welfare Fund and other
Social Services expenditures provided for by annual goproprlatlons or by legislation. Details of
the expenditures ed to the National Welfare Fund are contained in ltem No. 3, Statement No. 4. The
totals of these expenditures are repeated in the following table which also gives particulars of the other
Social Services expenditures.

. . 1970y71 1971y72 Increase
Social Services Actual Estimate on 1970y71
$000 $000 $000
National Welfare Fund expenditures (See Item No. 3,
Statement No. 4) 1,034,801 1,181,855 147,054
Other expenditures
'‘Compassionate allowances and other special payments 91 99 8
Aged Persons Homes Act 16.750 17,200 430
Sheltered Employment (Assistance) Act 1,706 2,500 794
States Grants (Home Care) Act . . 405 890 485
Telephone Rental Concessions .. . 2,955 3,860 905
Rehabilitation Service Equipmen t . . 60 75 15
Handicapped Children (Assistance) Act .. .. 995 1,700 705
Total Othe r expenditures .. - .. 22,962 26,324 3,362
Total Socia | Services . 1,057,763 1,208,179 150,416

HEALTH SERVICES

Certain expenditures on Health Services are met from the National Welfare Fund. Other expenditures
are provided for by annual appropriations or by separate legislation. Item No. 3, Statement No. 4, provides
ydetaik of those expenditures for Health Services charged to the National Welfare Fund. The following
table shows the totals of the National Welfare Fund eerndnur&s on Health Services and particulars of
other national Health Services items not charged to the Fund,
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, . + Increase
Health Services fzgy;l é?g%%’a% Decrease
on 1970y71
S'000 S'000 $000
National Welfare Fund expenditures (See Item No. 3
Statement No. 4) 427,106 495,706 + 68,600
Other expenditures
Tuberculosis Act Capita | expenditure 469 373 96
States Grants (Milk for School Children) Acty
Capital and incidental expenditure 39 51 + 12
States Grants (Mental Health Institutions) Acty
Capital expenditure 4,199 5,000 + 801
States Grants (Nursing Homes) Act Capita | expendiy
ture 337 600 + 263
States Grants (Paramedical Services) Act(a) " N 67 + 67
Blood Transfusion Services . . . 845 990 + 145
National Fitness 416 418 L 2
Royal Flying Doctor Service 31 827 + 476
Hearing aids for Repatriation and other patlents o 152 134 18
Drug education campaign L. 362 500 + 138
Total Othe r expenditures .. . . 7,170 8,960 + 1790
Total Healt h Services 434,277 504,666 + 70,389

(8 No expenditures were incurred .in. 1970y71 under the States Grants (Paramedical Services) Act 1969.

HOUSING BENEFITS

Item No. 3, Statement No. 4, gives details of expenditures on Housing Benefits charged to the National
Welfare Fund. The following table shows the composition of total expenditures on Housing Benefits.

. . 1970y71 197172 Increase
Housing Benefits Actual Estimate on 1970y71
S'000 S000 S'000

National Welfare Fund expenditures (See Item No. 3,

Statement No. 4) 15331 16,692 1361
Other expenditures

States Grants (Dwellings for Aged Pensioners) Act .. 4,981 6,500 1519
Housing Grants 4.000 4,000
Total Housin g Benefits 20,312 27.192 6,880

REPATRIATION SERVICES

Details of expenditures on Repatriation Services are given in Iltem No. 4, Statement No. 4.
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OUTLINE OF SOCIAL WELFARE AND REPATRIATION BENEFITS
A. SOCIAL WELFARE BENEFITS
SOCIAL SERVICES

Rate (maximum)

Benefit
ioti Proposed
Existing 1971§72 Increase
S S S
a week a week a week
Age and Invalid Pensions and Sheltered Employment Allowy
ances
Single personfa) . . 16.00 17.25 125
Married couple (Both eligible and living together) eac h 14.25 15.25 1.00
Married couple (Both ellg%ble but living apart for “an indefinite
period through ill heal g each(n ) 16.00 17.25 125
Married couple (One eligible)(a) 16.00 17.25 125
Wife (if not a pensioner) 7.00 8.00 1.00
First child under 16 years( % . 250 450 2.00
Second and each subsequent child under 16 years(c) 3.50 4.50 1.00
Guardians' Allowances . . . .
Where there is a child under 6 years or an invalid child requiring
. fullytime care 6.00 6.00
Other cases . , . o " 4.00 4.00 .
Maternity Allowances '
No other children . .. .. .. .. 0 8(6 I) 30.001,
1 or 2 other children o .. o 32. P 32.00 i.*"P
3 oi' mPre othﬁr children Lot . . 35.00] =+ " 35.00 =
Multiple Birthsy . . .
Additional payment for each additional child .. ,e \ sum 'OyOO{'sZ"
Child Endowment
First child under 16 years .. . .. ). 0.50 0.50
Second child under 16 years .. - . . 1.00 1.00
Third child under 16 yéars .. . . . 1.50 2.00 6lsn
Each other child undér 16 years .. - (iq:SO 00

Student child 16 years and under 21 years
Widows' Pens,lonsfa¥ . ]
Class A Widow s with dependent children 16.00 17.25 1.25.
Mothers' Allowances ] ) )
Where there is a child under 6 years or an invalid child

requiring fullytime care 6.00 6.00
_Other cases 4.00 4.00 !
First child under 16 years(c) 2.50 4.50 2.00
Second and each subsequent child under 16 years'?) 3.50 4.50 1.00
Class B Widow s aged S years or morefc) . . 14.25 15.25 1.00
Class C Widow sunder S0"years of age in necessitous circumy
stances(/) 1425 15.25
Funeral BenentsCg) . . . " 40.0Q Ryyy  40.00{.7 P
Unemployment and Shortyterm Sickness Benefits
Adult or married minor s . 10.00 10.00 .
Spouse .. ). . 7.00 8.00 él%)
First child under 16 years . . 2.50 450 .00
Second and each subsequent child under 16 years .. o 3.50 450 1.00
Person 16 and under 18 years .. . .. o 4.50 4.50
Person 18 and under 21 years .. » . - 6.00 6.00
Longyterm Sickness BenefitS(A)
Adult or married minor . .. . . 16.00 17.25 125
Spouse . . . 7.00 8.00 1.00
First child under 16 years . .. . 'y 2.50 4.50 2.00
Second and each subsequent child under 16 years .. . 3.50 4.50 1.00
Person 16 and under 21 years ) ' 10.50 11.25 0.75
Rehabilitation Service .. .. .. ). g 0
Personal Care Subsidy(J) .00

(@ Supplementary assistance at a maximum rate of S2.00 a week is_payable, subject to the payment of
rent and to a means test, to single age and invalid pensioners, to a married pensioner whose spouse is not a
pensioner, to either or both of a married pensioner couple who. because of illness or infirmity, cannot live
together in a matrimonial home, and to widow pensioners. Supplementary assistance may also be paid
to recipients of sheltered employment allowances.

ft) Wife's allowance is le, subject to a mearns test, to a nonypensionar wife if the pensioner is
pen(nz):\nently incapacitated f(F))ra yvstk))rk or isJ blind or has a child. e P

¢) A child is treated for ion purposes as being under 16 years until he attains 21 years if he is a
fullj(/t)lme student and dependérp?tr%n m%upensioner. 0

(d) Child endowment for the fourth and subsequent children under 16 years in a family increases bﬁ
25 cents a week for each child. With the increases in child endowment announced in the Budget Speech the
rate payable for the fourth child will be $2.25 a week;, for the fifth child $2.50 a week and so on.

() Class B Widow's pension may also be payable to certain widows between 45 and 50 years of age.

g/) Class C Widow's pension is generally payable for not more than 26 weeks Immediately after the
h d's death.
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(9) A funeral benefit of up to $40.00 is payable to an age, invalid or widow pensioner liable tor the
funeral costs of a spouse, a child or another such pensioner. A benefit of up to $20.00 is payable to any
person liable for the funeral costs of an age or invalid pensioner. For these benefits, ‘pensioner’ means a
person who would be entitled to a pension If the tapered means test did not apply.

(h) Longyterm sickness benefits are payable to persons who have been in receipt of sickness benefits
continuously for six weeks. A supplementary allowance at a maximum rate of $2.00 a week is payable subject
to the mﬁ of rent and to a means test. Persons in hospital who have no dependants do not qualify for
these benefits.

(i) Disabled persons may be given rehabilitation treatment, followed where necessary by vocational
training. During the period of rehabilitation treatment, patients receive the appropriate pension or benefit,
and while receiving vocational training they are paid a rehabilitation allowance In addition, a training
allowance and, where appropriate, a living anay from home allowance, are also payable, free of means test.
Free vocational training, with associated allowances, may also be available to Class A and Class B widow
pensioners.

(J) A subsidy of $5.00 a week is payable in respect of a person 80 years or more who receives approved

rsonal care and who resides in hostelytype accommodation in an rsons' home conducted by an
gﬁgibile organisation under the Aged Persons Homes Act. ged pe o

HEALTH SERVICES
Rate (maximum)
Benefit
Existing Plrg(;?f;%d Increase
_ _ $ $ $
Hospital Benefits(a)
Insured patients . . . 2.00 p.d. 2.00pd
Uninsured patients . . 0.80 p.d. 0.80 p.d
Patients without charge(fr) 2.00 p.d. 2.00 p.d
Pensioner patients in public hospitals 5.00 p.d. 5.00 p.d
Nursing Home Benefits
Ordinary benefit . 2.00 p.d. 2.00 p.d
Supplementary benefit .. 3.00 p.d. 3.00 p.d
Handicapped Children's Benefit 150 p.d. 150 p.d
Pharmaceutical Benefits « @]
Pharmaceutical Benefits for Pensioners id) rf)
Medical Benefits . .. @ W @
Medical Services for Pensioners /
Hearing Aid Service for Pensioners *
Tuberculosis Allowances(/i)
Eligible person without dependants 19.25 p.w.  20.50 p.w. 1.25 p.w.
Eligible person with dependent child 24.00p.w. 25.25p.w. 1.25 p.w.
Eligible person with dependent spouse .. . 3175 pw. 33.75p.w. 2.00* p.w.
First dependent child under 16 years 2.50 p.w. 4.50 p.w. 2.00 p.w.
Each other dependent child under 16 years . 3.50 p.w. 4.50 p.w. 1.00 p.w.
Milk for School Children ' (i)
Miscellaneous Health Services )

(@) Health insurance benefits equal to standard fund and Commonwealth benefits are provided free to
certain persons. This entitlement applies to family groups of at least two units where the family income is
$46.50 a week or less, to unemployment and sickness beneficiaries and to migrants for a period oftwo months
after arrival in Australia. Family groups with incomes between $46.50 a and $49.50 a week are entitled
to the same benefits on payment of contributions for health insurance at oneythird the usual rates and family
groups withyincomes between $49.50 a week and $52.50 a week are entitled to the benefits on payment of
contributions at twoythirds the usual rates. Where the head of the family is of pensionable age, eligibility
is assesad ona means test basis similar to that applying to'pension eligibility.

A Commonwealth benefit of $2.00 a day is le direct to approved hospitals in respect of patients,
vvhe(l?ﬁ)er insured or uninsured, provided no cﬂgyrge iIEs)al rrygge by the hoggﬁal. b P

C) Except for a dﬁg;([;e of $0.50 per prescription which is le by patients, other than persons enrolled
in ﬂ(1e) Percls?gmer Medical Service an t_heFi)r depeFr)ldants the CoPn%ab 2 1 meets the cost of a wide range
of drugs su;%ﬁlled on a doctor’s prescription to any person in the community. Legislation is to be introduced
to increase the patient contribution to $1.00 per prescription except for those persons eligible to receive
assistance under the Subsidised Health Insurance Sdeme (see (a) above).

<f)The Commonwealth meets the cost of a wide range of drugs supplied on a doctor's prescription to
persons enrolled in the Pensioner Medical Service and their dependants.
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(«) The Commonwealth provides benefits for medical treatment given to contributors to registered
medical insurance organisations and the dependants of those contributors.

(/) The Commonwealth meets the cost of general practitioner medical services for persons enrolled in
the Pensioner Medical Service and their dependants.

(g) The Commonwealth Acoustic Laboratories provides a hearing aid service to persons enrolled in the
Pensioner Medical Service and their dependants with defective hearing who are able to benefit from a hearing
aid. Aids are supplied on loan for a nominal hiring charge of $10.00. This charge includes repairs and mainy
tenance to the aid during the lifetime of the recipient

(A) Tuberculosis allowances are payable, subject to a means test on income, to persons 16 years and over
suffering from tuberculosis. The rates of allowance are slightly lower where a patient without dependants
receives free treatment in an approved institution.

ii) The Commonwealth reimburses the States the cost of providing free to every school child under the
age of thirteen years up to oneythird of a pint of milk on each school day. Also, the Commonwealth meets
half the cost of administrative expenses and special equipment connected with the scheme.

</) This item includes free district health laboratory services, the free supply of certain prophylactic
materials and biological products (e.g. poliomyelities vaccine), the free supply and maintenance of hearing
aids for children, subsidies to various nonyprofit organisations conducting home nursing services that are
assisted by State or local governments, the free supply, of artificially produced radioyactive isotopes to private
medical practitioners and hospitals for medical treatment purposes and the processing at the Commony
wealth Serum Laboratories of blood collected by the Australian Red Cross Society Blood Tranfusion Service.

HOUSING BENEFITS
COMMONWEALTH AND STATE HOUSING AGREEMENT 1945

Under the 1945 Commonwealth and State Housing Agreement, the Commonwealth, subject to a
State’s observing the provisions of the Agreement, meets threeyfifths of any net losses, including rental
rebates granted by the State under the Agreement, incurred in a year.

HOMES SAVINGS GRANT Act 1964y1970

The Homes Savings Grant Act 1964y1970 authorizes the payment to an eligible person of a Commony
wealth grant of $1 for every $3 of acceptable savings for a home accumulated over a period of at least
three years. The maximum grant payable for a home is $500.

STATES GRANTS (DWELLINGS FORAGED PENSIONERS) ACT 1969

Under the States Grams {Dwellingsfor AgedPensioners) Act 1969 the Commonwealth has agreed to make
nonyrepayable grants to the States totalling $25 million over 5 years, beginning in 1969y70, for the purpose
of providing selfycontained dwelling units at reasonable rentals for single age pensioners or service pensioners
receiving pension on grounds of age, who hawve little or no means apart from pension.

HOUSING GRANTS

As announced in the Budget Speech, the Commonwealth has decided to offer the States, in respect of
their housing activities in each year from 1971y72 to 1975y76, a basic grant of $2,750,000 a year payable
for a period of thirty years. This will replace the interest concession on housing advances made by the
Commonwvealth up to 30 June 1971

The Commonwealth has also decided to offer additional assistance to the States for housing, in the form
of a grant of $1,250,000 each year for the next five years, as a general contribution towards reducing housing
rents for needy families occupying housing authority homes.

B. THE MAIN REPATRIATION BENEFITS

Rate
Benefit
- P
Existing {g%d Increase
$ $ $
a week a week a week
(1) PAYABLB WITHOUT MEANS TEST
Special Rate Pensions(a)
Member 39.00 42.50 3.50
1Vife « 4.05 4.05
Each Child 1.38 1.38

W7 RE ]
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Rate
Benefit
- Proposed
Existing 1971§72 Increase
S S
a week a week a week

(1) PAYABLE WITHOUT MEANS TEST continued
Intermediate Rate Pensions(6)

Member 28.50 30.25 1.75
Wife 4.05 4.05
Each Child .. 1.38 138
General Rate Pensions(c)
Member 12.00 max 12.00 max
Wife 4.05 max 4.05 max
Each Child 1.38 max 1.38 max
Special Compensation Allowances (d)
Members with 75 per cent to 100 per cent assessed 4.50 to 4.50 to
incapacity 6.00 6.00
Amounts for certain amputations and/or loss of vision
(<0y
Two arms amputated 27.00 30.50 3.50
Two legs and one arm amputated 27.00 30.50 3.50
Two legs amputated above the knee 27.00 30.50 3.50
Two legs amputated and loss of eye 27.00 30.50 3.50
One leg and one arm amputated and one eye
destroyed 27.00 30.50 3.50
One leg and one arm amputated 27.00 30.50 3.50
One leg amputated above and one below the knee 7.10 11.20 4.10
Two legs amputated below the knee 4.75 7.50 2.75
One arm amputated and one eye destroyed 4.20 6.50 2.30
One leg amputated and one eye destroyed 4.20 6.50 2.30
One leg amputated above the knee 2.15 3.25 1.10
One leg amputated below the knee 135 1.70 0.35
One arm amputated above the elbow .. 2.15 3.25 1.10
One arm amputated below the elbow .. 135 1.70 0.35
Loss of vision in one eye 1.80 2.50 0.70
War Widows' (/)
Pension 16.00 17.25 125
Domestic Allowance 8.00 8.00
War Orphans' Pensions (gy
Father dead
First child .. 6.00 7.00 1.00
Each other child 5.00 7.00 2.00
Both parents dead .
Each child 12.00 14.00 2.00
Sustenance Allowance(/t)
Higher rate .. 39.00 42.50 3.50
Lower rate .. 12.00 12.00
Attendants' Allowances (i)
Higher Rate 14.00 16.00 2.00
Lower Rate 8.50 9.50 1.00
Education and Training Allowances (payable under
Soldiers' Children Education SchemeX/)
General Education
Age 12 up to 14 years
Living at home 2.18 2.18
Living away from home .. 7.28 7.28 mm
Age 14 up to 16 years
Living at home .. . . 3.30 3.30 "

Living away from home .. " '7.28 7.28
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S
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Rate
Proposed
1971y72
S $

a week a week

Increase

(1) PAYABLE WITHOUT MEANS TEST continued

Age 16 up to 18 yean or matriculation

Living at home .. 7.28
Living away from home .. 11.25
Agricultural Education ..
Living away from home .. 3.65
Industrial Education
Living at home .. 2.65
Living away from home S.30
Professional Education
Living at borne 13.46
Living away from home .. - 21.16
Clothing Allowances
Leg and arm amputated 0.85
Leg or arm amputated 0.43
Both legs or both arms amputated 0.55
Excessive wear and tear due to a pensionable disability 22.10 max
a year
Funeral Benefits
Towards the funeral expenses of certain classesof  50.00\lump
deceased exyservicemen and eligible dependants .. max / sum
Towards the cost of transportation of the remains of ~ 30.00\ lump
certain exyservicemen max / sum
Recreation Transport Allowances”™)
Higher Rate 25.00
a month
Lower Rate 12.50
a month
Allowance for Maintenance of Gift Car (/) .. 300.00
a year

7.28
11.25

3.65

2.65
5.30

13.46
21.16

0.85

0.43

0.55
22.10 max
a year

50.00\lump
max f sum
30.00\lump
max / sum

25.00
a month
12.50
a month

300.00
ayear

(2) MAXIMUM RATES PAYABLE SUBJECT TO MEANS TEST

Service Pensions(m)

Member Singl e 16.00

Married 14.25

Addition for first child 2.50

Addition for each other child 3.50

Wife's Pension (if not a pensionerXn) 7.00

First child (if no addition to member's pension paid) 2.50

Each other child (up to fourth child) 0.25

Guardians' Allowances

Where there is a child under 6 years or an invalid

child requiring fulljtime care 6.00

Other cases.. 4.00

125
1.00
2.00
1.00
1.00
2.00

17.25
1525
4.50
4.50
8.00
4.50
0.25

6.00
4.00

(@ Special rate pension (commonly referred to as the T.P.1, pension) is granted where an exyserviceman,

because of incapacngeacoepted as due to war service, is totally and Permanently
preclud e

such an extent as to led from earning other than a negligib

tis, to

in Citated
BT 0 rhes

of a living

been blinded as a result of war service. Where an exlyservllcenm is only temporarily totally incapacitated,

an amount equal to the special rate pension is payable on

y for the period for which he is so incapacitated.

It may also be granted under certain conditions to an exyserviceman who is suffering from pulmonary

tuberculosis.

) a@ _Intermediate rate pension is payable where an exyserviceman, because of the severity of his warycaussd
disabilities, can work only partytime or intermittently and therefore is unable to eam a living wage.

(c) General rate pension is payable to an exyserviceman whose warycausad
him 2r capacity. Pension from 10 per cent to 100 per

om working, although they may reduce his earning

cent of the maximum ral rate is le according to the degree of incapaci
sl e w Appeal Tribunal.

riation Board, the Repatriation Commission or an

disabilities do not prevent
as as=ed by a Repgfy
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~ (d) A 'Special Compensation Allowance' is payable to certain general rate pensioners with assessed
incapacity ranging from 75 per cent to 100 per cent.

(?) These are additional amounts payable to general rate pensioners who have suffered specified
amputations and/or loss of vision in one eye as a result of war service.

f/) Pension is payable to the widow of an exyserviceman whose death hes been accepted as due to his
war service or who has died from causes not due to war service but wes receiving, at the time of his death,
or is later adjudged to have been entitled to receive, the special rate of war pension, one of the rates payable
to double ampuitees or one of the special rates payable in respect of tuberculosis, or who served in a theatre
of war and died as a direct result of pulmonary tuberculosis.

Domestic allowance is also payable to a war widow if she hes a dependent child or children under 16
years, or is 50 of ae or over, or is permanently unemployable or has a child 16 years or over who is
undertaking education or training approved by the Commission and who, in the opinion of the Commission,
IS not receiving an adequate living wage.

(@ War orphans' pensions are paid for the children of an exyserviceman whose death occurred in
circumstances similar to those mentioned in (/) above. The pensions continue until the children attain 16

years.

() Sustenance allowance is payable to an exyserviceman who is prevented from following his usual
occupation by the necessities of treatment for a disability acoepted as warycaused The allowance is payable
at the higher rate during inypatient treatment, including essential convalescence; or for outypatient treatment
or a combination of inj and” outypatiert treatment for a continuous period in excess of 28 days. It is payable
at the lower rate for a period of up to 28 where outypatient treatment of a warycaused disability prevents
the exjserviceman from followwég his_ usual occupation, It is also payable at the lower rate where investigay
tion of a claim for pension or disability (either as an iny or outypatient) prevents an exyserviceman from
working. The amount of sustenance allowance payable is reduced by the amount of any war pension payable
to the exyservicerman

(1) An allowance for an attendant is payable to an exyservicemart
at the higher rate if he has two arms amputated; or been blinded and also afflicted with total loss
of gpeech or total deafness; or

at the lower rate if he has two legs and one arm amputated; or hes certain amputations to both
legs above the knees; or been blinded; or is by the Repatriation Commission to be blinded
and in need of an attendant; or. as a consequence of an injury or disease affecting the cerebroy
spinal system or an injury or disease similar In effect and severity, is deemed by the Repatriation
Commission to be in need of an attendant;
provided the disabilities are due to war service.

U) Children of exjservicemen are eligible under the Soldiers’ Children Education Scheme where the
exyservicemart

died as a result of war service; or

is receiving a special rate pension; or

died from causes not due to war service but wes receiving, at the time of his death, or is later adjudged
to have been entitled to receive, the ial rate of war pension, or one of the rates payable to
double amputees, or one of the special rates payable in respect of tuberculosis; or

is blinded as a result of war service; or

is suffering from tuberculosis and is receiving a pension equal to the special rate and is likely to
remain in receipt of such pension for a period of three years.

(k) An allowance for recreation transport, at the rates shown, may be payable toj certain classes of
seriously disabled exyservicemen, the rate of allowance depending on the degree of loss of locomotion.
An allowance for recreation transport is also payable, at the lower rate, to the totally war blinded.

(/) A motor vehicle may be issued as a gift to certain classes of seriously disabled exyservicemen and "
an allowance, at the rate shown, may be payable towards the upkeep of the vehicle.

(m) Service pension, which is broadly the equivalent of the age and invalid pensions payable to civilians,
is payable, subject to a means test, to an exyserviceman who:
is suffering from pulmonary tuberculosis; or

hes served in a theatre of war (or in the case of a woman, served abroad or embarked for service
abroad) and hes attained, if aman, the age of 60 years, or if a woman, 5 years; or is permanently
unemployable.

Where a service pension is granted to an exyserviceman on the grounds that he is permanently
unemployable or suffering from tEulr_nonary tuberculosis, or if there is an eligible child, service pension
may also be paid to his wife and the first four eligible children, but the amount for a first child is normally
paid as an addition to the exyservicemans pension.
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Where the exyservicemans wife is receiving a social service pension, a tuberculosis allowance or a

service pension as a 'member of the forces', the rate payab

le to the exyserviceman is the married rate unless,

because of the illness or infirmity of either or both of them, they cannat live together in a matrimonial home.

Guardian's allowance may be pa

le to a service pensioner who is unmarried, widowed, divorced or

married but separated and who has the custody, care and control of a child.

Supplementary
rent and to a mears test:

to a single service pensioner;

to a married service pensioner provided his spouse is not receiving a pension from the Departm

assistance at a maximum rate of $2.00 a week is payable, subject to the payment of

ent

of Social Services, a tuberculosis allowance or a service pension as a 'member of the forces'’; and

to a married service pensioner whose spouse is receiving a social service pension, a tuberculosis
allowance or a service pension as a 'member of the forces and who is unable to live with his
spouse in a matrimonial home because of the illness or infirmity of either or both of them.

(n) Wife's service pension is payable, subject to a means test, to a wife who is not in receipt of a pension

(other than unemployment, sickness or special benefit) from the Departm

ent of Social Services or a service

pension as an exyservicewoman if the service pensioner is permanently unemployable, suffers from puly

monary tuberculasis or hes a child.

APPROPRIATION BILL (No. 2) 1971y72
Message from the GovernoryGeneral
recommending appropriation for proposed
expenditure announced.
Bill presented by Mr Snedden, and read
a first time.
Second Reading

Mr  SNEDDEN  (Bruce Treasurer )
(9.2) | move:
That the Bill be now read a second time.

This Bill contains details of proposed
appropriations of the  Consolidated
Revenue Fund in 1971y72 totalling

$710,462,000 for expenditure on (a) the
construction of public works and buildings;
(b) the acquisition of sites and buildings;
(c) advances and loans; (d) items of plant
and equipment which are clearly definable
as capital expenditure; (e) grants to the
States under section 96 of the Constitution;
and (f) new policies not authorised by
special legislation.

Included in the abowve total is an amount
of $256m as an advance to the Treasurer
for the purposes set out in the Bill. The
proposed expenditures in this Bill were
dealt with as appropriate in my Budget
Speech. 1 commend the Bill to honourable
members.

Debate (on motion by Mr Crean)
adjourned.

BUDGET 1971y72
Mr SNEDDEN (Bruce Treasurer) 1
present for the information of honourable
members the following papers in connecy
tion with the Budget for 1971y72:
. ; : ¢ Egi
el for e yeer oG D Are Br.

Commonwealth Payments to or for the States
1971y72
National Income and Expenditure 1970y71

G%e7r{1n1ent Securities on issue at’ 30 June
Commorwealth Income Tax  Statistics for

income 1968y69.
Civil Wor%gar Programme 1971y72 circulated by
the Minister for Works.

Ordered to be printed.

POSTAL AND TELEPHONE
CHARGES
Ministerial Statement

Sir ALAN HULME (Petrie Postmasy
teryGeneradl and ViceyPresident of the
Executive Council) b y leave M y coly
league the Treasurer (Mr Snedden) has
referred in his Budget Speech to new
postal and telephone charges which are to
be introduced during the financial year
1971y72. The legislation relating to these
will be introduced during this session. For
the benefit of honourable members the
proposed adjustments are set out in some
detail in the schedules now available to
them. The increase in the charges for teley
communications and postal services are
proposed to be effective in the main from
the 1st October 1971.

As recorded in my White Paper on Post
Office Prospects and Capital Programme
1971y72, at the beginning of the financial
year 1970y71 the overall Post Office trady
ing profit was estimated at $30m. By the
end of the year this had changed to a trady
ing loss of $2m with a loss on postal
operations of $25m and a profit on teley
communications operations of $23m. The
longyterm forecast for the financial year
1971y72 was a modest profit. Without an
adjustment in charges the current forecast
is a loss of $36m $3S m in postal and



