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CHAPTER 1—INTRODUCTION

Since 1960-61 there has been published annually among the budget documents a
paper on Commonwealth payments to the States (and more recently local govern-
ment authorities). These papers have served two purposes: they have provided a
history of the various forms of Commonwealth assistance to the States and out-
lined, in more detail, the current arrangements governing such assistance. With the
increasing range and complexity of programs the paper became increasingly lengthy
to the point where it was not practicable to continue to provide a comprehensive
coverage of both previous and current arrangements in the one document.

Accordingly, as in 1976-77, this paper concentrates on providing information on
current forms of assistance. The tabular information, for example, generally covers
only five years. Earlier information in relation to the matters covered in this paper
may be found in the 1975-76 issue of ‘Payments to or for the States and Local Govern-
ment Authorities’, in which a consistent series of aggregate figures is shown back to
1956-57.

Relationship With Statements Attached to the Budget Speech and Terminology

In the statements attached to the Budget Speech Commonwealth Government out-
lays are classified, inter alia, in terms of economic type—that is, as to whether they
take the form of expenditure on goods and services, cash benefits to persons, pay-
ments to other levels of government or transfers to other sectors in the economy.
The following table classifies estimated total budget outlays for 1977-78 by economic
type and shows the proportion to total of each category.

TABLE 1-—BUDGET OUTLAYS—BY ECONOMIC TYPE (a)
1977-78 (ESTIMATED)

Amount  Percentage of
Total Outlays

Net Expenditure on goods and services— . . . . . . $ million %
Defence . . . . . . . . . . . 2151 8.1
Other current expenditure . . . . . . . . 3054 11.5
Capital expenditure . . . . . . . . . 476 1.8

ToTtaL 5681 21.3

Transfer Payments and Net Advances—

To or for the States and Local Government Authorities . . . 9 981 37.4
Cash benefits to persons . . . . . . . . 8239 30.9
Interest . . . . . . . . . . . 1727 6.5
Transfers overseas . . . . . . . . . 414 1.6
Net advances (other than to States) . . . . .. 221 0.8
Other. . . . . . . . 393 1.5

TOTAL . . . . . . . . . . 20975 78.7

ToTtaL OUTLAYS (estimated) 26 656 100.0

(a) For further details and explanations see Statement No. 1 attached to the Budget Speech.

It will be seen that transfer payments and net advances to or for the States and
local government authorities are estimated to total $9981 million in 1977-78 and
to comprise 37.4 per cent of total Commonwealth Budget outlays.
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This paper provides details of those budget outlays classified as transfer payments
and net advances to or for the States and local government authorities—that is,
Commonwealth assistance to other levels of government. Payments in this category
comprise payments to the States, payments made direct to local government
authorities and the State Governments’ Loan Council borrowing programs.

In the statements attached to the Budget Speech outlays are also classified
according to function—that is, outlays having like purposes or objectives are brought
together under the one functional heading, with certain outlays classified under ‘Not
Allocated to Function’. One of the main distinctions used in this paper is between
funds provided to the States for general purposes (that is, ‘untied’ funds) and those
provided for specific purposes (that is, ‘tied” funds). All general purpose funds pro-
vided to the States are classified under the ‘Not Allocated to Function’ heading;
Certain forms of specific purpose payments to the States are also classified under
that heading, but most of these payments, and all payments made direct to local
government authorities, are classified under the same functional headings as those
used in the statements attached to the Budget Speech. Tables 4 and 106 show a
functional classification of outlays included in this paper. Details of specific purpose
payments provided in this paper are, with a few exceptions, grouped and ordered on
a functional basis.

Reference should be made here to the treatment in this and other budget
papers of the State Governments’ Loan Council borrowing programs, which are
financed by the issue of Commonwealth Government securities and to which the
Commonwealth Government itself subscribes from its own revenue sources, as
nzcessary, to fill the programs approved by the Loan Council. The national accounting
item ‘grants and net advances to the States and local government authorities’ used
in the statements attached to the Budget Speech and in certain other papers includes
these programs. In this paper, the term ‘payments to the States’ does not include
these programs; however, totals of payments to the States and their Loan Council
borrowing programs are also given and, subject to the point referred to in the next
paragraph, these totals are comparable with the totals of grants and net advances to
the States included in other budget papers. The treatment of the States’ Loan Council
programs in this paper is explained in more detail in Chapter III.

As the term implies, the national accounting aggregate ‘grants and net advances
to the States and local government authorities’ includes Commonwealth Govern-
ment advances (loans) to the States and local government authorities on a net
basis—that is, after subtracting repayments by the States and by local government
authorities of advances they have received from the Commonwealth Government in
earlier years. The national accounting aggregate also includes the States’ Loan
Council programs net of sinking fund contributions. The figures for individual items
and many of the aggregates referred to in the text or shown in the tables in this paper
are on a gross basis—that is, before deducting repayments of Commonwealth
Government loans or sinking fund contributions on State Loan Council borrowings.
Where amounts are on a net basis this is specifically indicated. The grand totals in the
summary tables in this Chapter and, for example, Tables 101 and 102 in Appendix I
are on a net basis and are therefore consistent with the national accounting aggregate
‘grants and net advances to the States and local government authorities’ appearing
in other budget papers.



Outline of Commonwealth Payments to the States and Local Authorities and Format
of this Paper '
Payments of various descriptions have been made to the States continuously since
Federation. Prior to World War II, these payments were mainly of a marginal
character and were confined, for the most part, to special grants to assist the
financially weaker States and to certain specific purpose grants such as assistance

for roads and for debt charges.

Since World War II and the immediate post-war period there has been a marked
increase in the amount and scope of assistance to the States. This has reflected,
among other things, increases in the range and variety of governmental activities that
have accompanied economic and social developments in this period of rapid growth
of the Australian economy; greater participation by the national Government in
matters that were previously considered to be the sole responsibility of the States; and
the effects of the introduction and continuation of uniform income tax.

An account of the historical development of payments to the States is contained
in the 1975-76 issue of ‘Payments to or for the States and Local Government
Authorities’—particularly the Appendices to that paper.

The arrangements under which the Commonwealth makes payments to the
States for general recurrent purposes (referred to hereinafter as ‘general revenue
funds’) are described in Chapter 1I. These funds comprise the largest element in
Commonwealth payments to the States and are provided as general subventions
to the States’ budgets. They have no conditions attached as to how they may be
used.

Up to the end of 1975-76 the bulk of the general revenue funds was made
up of the financial assistance grants. These grants were determined annually on
the basis of a formula that was normally subject to review at five-year intervals.
In most years, however, special assistance was provided in various ways to
supplement the amounts produced by the formula. :

Commencing in 1976-77, the financial assistance grants have been replaced by
arrangements under which State Governments are entitled to a specified share of
Commonwealth net personal income tax collections. General revenue funds also

encompass the special grants paid to certain States on the recommendation of the
Commonwealth Grants Commission.

Chapter 1II provides information on the general purpose capital funds available
to the States and their authorities under the Loan Council arrangements. These
comprise borrowings made on behalf of the State Governments (to which the
Commonwealth Government has contributed from its own resources in most
years), interest-free grants made to the States and borrowings by State authorities.
Further statistical material on these funds is presented in Appendix 1I.

Specific purpose payments, for both recurrent and capital purposes, are
described in Chapter IV. Some further statistical details related to these payments
are given in Appendix IIL. These payments finance a wide variety of expenditures.
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Commencing with the 1975-76 issue of this paper, details of Commonwealth
assistance to local government authorities, both direct and by way of payments
through the States, have been set out in a separate Chapter. Chapter V describes
both forms of Commonwealth assistance to the third level of government. In
particular, attention is drawn to the significant amounts now being provided by the
Commonwealth for local government authorities in the States under the tax sharing
arrangements. These funds, currently comprising 1.52 per cent of the net personal
income tax collections in the previous year, are allocated among the States to be
made available to their local authorities. In most places in this paper, these funds
are regarded as specific purpose payments to the States as they are specifically ear-
marked for ‘on passing’ by the States to local government authorities. In the hands
of the recipient local government authorities, however, such funds are properly re-
garded as ‘untied general purpose assistance’ funds and are so treated in the dis-
cussion and tables in Chapter V.

Appendix I provides figures, in detail and in aggregate, of payments to the States
and the State Governments’ Loan Council programs in 1976-77 and 1977-78
(estimated). It also sets out aggregate figures of these funds and of payments made
direct to local government authorities for the period 1973-74 to 1977-78 (estimated).
Appendix IV provides information on Commonwealth advances to the States and
debt charges paid by the States thereon and Appendix V gives figures, in detail and
in aggregate, of payments to the six States combined and to each individual State for
the years 1973-74 to 1977-78 (estimated).

Recent Trends in the Level of Commonwealth Assistance to the Statés and Local
Authorities :

Like other forms of Commonwealth Budget outlays, assistance to the States and local
authorities increased rapidly over recent years. However, in examining year to year
movements—either in total assistance or in components thereof—account needs
to be taken of certain changes in the way funds have become available to the States.
The following factors are relevant in this connection:

(i) from January 1974 the Commonwealth assumed full responsibility for
financing tertiary education (previously shared with the States), thus
increasing specific purpose payments to the States; at the same time
offsetting reductions were made in the level of general purpose funds
(this affected the increases for 1973-74 and 1974-75);

(ii) as from and including 1973-74 the Commonwealth has made specific
purpose advances to the States for welfare housing; in the previous two
years the States had met expenditures for this purpose from general
purpose capital funds and permanent, offsetting reductions were therefore
made in those funds in 1973-74;

(iii) over the five years to 1974-75 the Commonwealth made grants to the States
to meet an increasing proportion of the debt charges on a $1000 miilion
parcel of State debt; this debt was formally transferred to the Common-
wealth from 30 June 1975 which has since met the debt charges directly;
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(iv) in 1975-76 the Tasmanian railway system and the non-metropolitan rail-
way system in South Australia were transferred to the Commonwealth,
with the consequent financial gains to the States partly offset by reductions
in the levels of general purpose funds provided to them;

(v) the Medibank payments to the States for hospital running costs which
began in 1975-76 subsumed various forms of payments for public hospitals
which had not been classified as payments to the States in previous years;

(vi) payments totalling $215.6 million were made to the States in June 1976
(under arrangements for the financing of public hospital operating costs)
in respect of expenditures arising in the following year; and

(vii) payments to the States in 1976-77 under the personal income tax sharing
arrangements were based on estimated taxation collections; final taxation
figures were determined by the Commissioner of Taxation on 31 July
1977. The 1977-78 estimates of States’ entitlements have been reduced
by the amount overpaid in respect of 1976-71.

The figures in the final column of the following table show the annual percentage
increases after adjusting for the seven factors listed above. The figures in this table
are not adjusted for other ‘abnormal’ or fluctuating factors, such as payments for
natural disaster and unemployment relief. (For- details see ‘Payments to or for the
States and Local Government Authorities 1976-77" pages 6 and 7).



TABLE 2—-PAYMENTS TO OR FOR THE STATES, STATE GOVERNMENTS' LOAN

COUNCIL PROGRAMS AND PAYMENTS MADE DIRECT TO LOCAL

GOVERNMENT AUTHORITIES 1973-74 TO 1977-78

Actual  ‘Adjusted’
Actual  Percentage Percentage
Amount Increase  Increase(a)
$ million % %
FUNDS TO STATES FOR RECURRENT PURPOSES
General Revenue Funds—
1973-74 1923.5 13.1 19.7
1974-75 2513.5 30.7 34.8
1975-76 3111.6 23.8 25.9
1976-77 3722.6 19.6 19.0
1977-78 (estimate) . . . . . 434]1.3 16.6 17.8
Specific Purpose Payments for Recurrent Purposes—
1973-74 . . 609.9 56.4 27.7
1974-75 1221.5 100.3 99.1
1975-76 2316.1 89.6 66.7
1976-77 . 2409.4 4.0 19.7
1977-78 (estimate) 2 880.8 19.6 8.7
Total Funds for Recurrent Purposes—
1973-74 . 2533.4 21.2 21.2
1974-75 3735.0 47.4 47.4
1975-76 5427.7 45.3 40.2
1976-77 . . 6132.0 13.0 19.3
1977-78 (estimate) 7222.1 17.8 14.0
FUNDs TO STATES FOR CAPITAL PURPOSES
General Purpose Capital Funds(b)—
1973-74 . . . . . 867.0 —11.7 10.4
1974-:75 1087.4 25.4 28.1
1975-76 1291.0 18.7 19.8
1976-77 1356.0 5.0 5.0
1977-78(c) 1433.8 5.7 5.7
Specific Purpose Payments for Capital Purposes—
1973-74 . . . . . . 960.2 77.3 30.9
" 1974-75 1745.4 81.8 81.2
1975-76 1836.3 5.2 5.2
1976-77 . 1659.0 -9.7 -9.7
1977-78 (estimate) 1551.1 —6.5 —6.5
Total Funds for Capital Purposes—
1973-74 . . . . 1827.2 19.9 19.9
1974-75 2832.9 55.0 55.0
1975-76 3127.3 10.4 10.8
1976-77 3015.0 —3.6 -3.6
1977-78 (estimate) 2984.9 —-1.0 —1.0
ToTaL FUNDS TO STATES FOR RECURRENT AND CAPITAL PURPOSES
General Purpose Funds—
1973-74 2790.5 4.0 16.7
-1974-75 3600.9 29.0 32.7
1975-76 4402.6 22.3 24.1
1976-77 . . 5078.6 15.4 14.9
1977-78 (estimate) 5775.1 13.7 14.5
Specific Purpose Funds— .
1973-74 . . . 1570.1 68.6 29.8
1974-75 2967.0 89.0 87.4
1975-76 4152.4 40.0 31.8
1976-77 . . 4068.5 —2.0 6.4
1977-78 (estimate) 4432.0 8.9 2.8



TABLE 2—PAYMENTS TO OR FOR THE STATES, STATE GOVERNMENTS’ LOAN
COUNCIL PROGRAMS AND PAYMENTS MADE DIRECT TO LOCAL -
GOVERNMENT AUTHORITIES 1973-74 TO 1977-78—continued

Actual  ‘Adjusted’

Actual Percentage Percentage

Amount Increase Increase(a)

$ million % VA

Total Funds—
1973-74 4360.6 20.6 20.6
1974-75 6 567.9 50.6 50.6
1975--76 . 8 555.0 30.3 27.7
1976-77 . . 9 147.1 6.9 10.8
1977-78 (estimate) 10207.0 11.6 9.2
PAYMENTS MADE DIRECT TO LOCAL GOVERNMENT AUTHORITIES .
1973-74 6.0 170.4 170.4 -
1974-75 53.9 803.1 803.1
1975-76 . 110.0 104.2 104.2
1976-77 . . 15.2 —86.2 —86.2
1977-78 (estimate) 14.4 —5.1 —5.1
Less REPAYMENTS AND SINKING FUND CONTRIBUTIONS(d)
1973-74 180.1 9.3 9.3
1974-75 198.2 10.1 10.1
1975-76 . 198.3 0.0 0.0
1976-77 . . 221.5 11.7 11.7
1977-78 (estimate) 240.4 8.5 8.5
. GRAND TOTAL—FUNDS TO STATES AND LOCAL GOVERNMENT AUTHORITIES (NET BASIS)

1973-74 4186.5 21.3 21.3
1974-75 6423.5 53.4 53.4
1975-76 8466.7 31.8 29.2
1976-77 . 8940.7 5.6 (e) 9.5
1977-78 (estimate) 9981.0 11.6 9.2

(a) See text above.

(b) Comprising the State Governments’ Loan Council borrowing programs and capital grants.

(¢) Programs agreed to at the July 1977 Loan Council meeting. )

(d) That is, repayments of Commonwealth advances to the States and local government authorities
and sinking fund contributions on State Government Loan Council borrowings.

(¢) 1f the non-recurring grants to the States and local government authorities for unemployment relief
(including under the REDS) in 1975-76 and 1976-77 are also excluded, this figure becomes 11.4 per
cent. .

The figures in the foregoing table include the State Governments’ Loan Council
programs but do not include the borrowing programs of State semi-government and
local authorities. This reflects the fact that the States’ Loan Council programs are
‘underwritten’ by the Commonwealth and thus represent an effective charge on the
Commonwealth’s budget while the authorities’ programs do not affect the Common-
wealth’s budget. It is of interest, however, to show how the magnitudes given in the
previous tables are affected if the authorities’ programs are included. The following
table is designed for that purpose. '



TABLE 3—FUNDS AVAILABLE TO THE STATES AND THEIR AUTHORITIES AS
COMMONWEALTH ASSISTANCE AND AS BORROWING PROGRAMS (GROSS BASIS)

Percentage Increase
Over 1976-77

1977-78 Actual  Adjusted(a)
$ million % %
General Purpose Funds—

General Revenue Funds . . . . . . . 4341.3 16.6 17.8

General Purpose Capital Funds—
State Governments’ Loan Council Programs() (¢) . . 1433.8 5.7 5.7
Borrowing Programs of Larger State Authorities(c) (d) . 1164.0 21.3 21.3
Borrowings of Smaller State Authorities(d) (¢) . . . 428.2 34.4 34.4
Sub-total . . . . . . . . . 3026.0 14.9 14.9
Total General Purpose Funds . . . . . 7367.3 15.9 16.6
Specific Purpose Payments(f) . . . . . L 4446.3 8.9 2.8
ToTAL (Gross) . . . . . . . . 11813.7 13.1 11.0

(a) As set out in previous table and accompanying text.

(b) Borrowing programs plus capital grants.

(c) Programs approved at the July 1977 meeting of the Loan Council.

(d) See Chapter 1II for explanations of terms “larger” and “smaller” authorities and of Loan Council
arrangements in relation thereto.

(e) Estimate on basis of advice from State Treasuries.

(f) Includes payments made direct to local government authorities.

Functional Breakdown of Payments to States and Local Authorities and State Go vern-
ments’ Loan Council Programs

The following table shows total payments to the States, State Government Loan
Council programs and payments made direct to local authorities from 1974-75 to
1976-77 and the estimated amounts for 1977-78 included under each of the relevant
functional headings and sub-headings, and also the estimated increases in 1977-78
over 1976-77. The figures given in this table are directly comparable with the functional
statements of outlays given in the attachments to the Budget Speech with a quali-
fication relating to 197475 (see page 26 of this paper.)



TABLE 4—FUNCTIONAL CLASSIFICATION OF PAYMENTS TO OR FOR THE STATES,
STATE GOVERNMENTS’ LOAN COUNCIL PROGRAMS AND PAYMENTS
MADE DIRECT TO LOCAL GOVERNMENT AUTHORITIES (NET BASIS(a))

($ thousands)

Increase

1977-78

over

1977-78 1976-77

Functional Classification 1974-75 1975-76 1976-77 (estimate) (estimate)

A

Defence 26 482 34 369 35560 26 605 -25.2

Education 1288 789 1 406 024 1 669 503 1 821 320 9.1

Health . . . . 107 795 1082 788(b) 852 708(b) 1114236 30.7

Social Security and Welfare 159 924 238 016(c) 104 632(c) 111746 6.8

Housing . . . . . 390 868 362 883 369 072 378 258 2.5
Urban and Regional Development :

n.e.c. and the Environment . 234 800 262 996 125078 55911 —55.3
Culture and Recreation 12759 11926 9 705 6 816 —29.8
Economic Services—

Transport . - . . . 418 523 494 765 511 696 537 132 5.0

Water Supply and Electricity 38 708 46 340 33730 - 3961 -—88.3

Industry Assistance and Develop-

ment . . . . . . 83039 109 606 81 865 80872 —1.2

Labour and Employment 4052 6 180 12 077 15237 26.2

Other Economic Services 65 .. .. ..

Total Economic Services . 544387 656 890 639 368 637 203 -0.3
General Public Services . . 8955 7910 13139 11 586 —11.8
Outlays Not Allocated to Function—

General Revenue Funds . . 2 503 495 3111580 3712 594 4331291 16.7

State Government Loan Counci

Borrowing Programs 592 141 708 667 744 677 785 167 5.4

Capital Grants . . . . 345878 430 333 452 000 477 933 5.7

Assistance Related to State Debt . 103 612 47 338 46 805 48910 4.5

Assistance for Local Government(d) 56 657 80 046 140 000 165 328 18.1

Natural Disaster Relief . 46 956 24 961 25 865 8 677 —66.5

Total Not Allocated to :

Function . . . 3648 739 4 402 925 5121940 5817 307 13.6

GRrAND ToOTAL (net basis) 6 423 497 8 466 728 8 940 706 9 980 988 1.6

(a) That is, net of repayments of Commonwealth advances and sinking fund contributions on State
Governments’ Loan Council borrowings.
(b) Comparisons affected by early payment of assistance for hospitals running costs.

(¢) Comparisons affected by unemployment relief grants.

- (d) Comprising grants to the State
Commission) and for regional organisations of local g
general purpose assistance for local government authorities under the personal income t

s for local government aut

arrangements in 1976-77 and 1977-78.

horities (recommeﬁded by the Grants
overnment in 1974-75 and 1975-76, and
ax sharing



CHAPTER II—GENERAL REVENUE FUNDS

General revenue grants have, in one form or another, been paid by the Common-
wealth to the States since Federation. Their purpose has been to assist the States,
by way of subventions to their annual budgets, in the financing of their recurrent
expenditures. They are not subject to any conditions as to the purposes for which
they may be spent; that is, they are completely ‘untied’.

A detailed history of successive arrangements governing this form of assistance is
to be found in Chapter 1I and Appendix II of the 1975-76 issue of this paper. This
Chapter provides a very brief summary of the arrangements, which applied up to and
including 1975-76, followed by a more detailed description of the new tax sharing
arrangements between the Commonwealth and State Governments which commenced
in 1976-77.

SUMMARY OF PREVIOUS ARRANGEMENTS

Payments of general revenue assistance to the States in the early years of Federation
were governed by provisions in the Constitution relating to the allocation to the States
of a portion of customs and excise revenue and of ‘surplus revenue’. These were
replaced after about 10 years by per capita payments which were in turn replaced,
under the Financial Agreement of 1927, by contributions by the Commonwealth to
interest and sinking fund on State debt. Although the assistance in respect of State
debt charges has the effect of providing general relief to the States’ budgets, the
assistance is classified in this document as a form of specific purpose payment.

Since 1910-11 the payments referred to above were supplemented by special
grants to Western Australia ‘and then later to Tasmania and South Australia; from
1934-35 these grants were paid on the recommendation of the Commonwealth
Grants Commission. : »

In 1942, when uniform income tax arrangements were adopted, the Common-
wealth became the sole Government imposing taxes on income. To compensate the
States for revenue forgone as a result of their ceasing to impose such taxes, the
Commonwealth began paying what were known as ‘tax reimbursement grants’ to
the States. These grants continued until 1958-59, after which they were replaced by
what have been termed ‘financial assistance grants’. As noted above, and explained
in more detail below, the grants were replaced, as from and including 1976-77, by
new personal income tax sharing arrangements.

In very abbreviated terms, the arrangements which applied over the period
1942-43 to 1975-76 may be summarised as follows:

— When the tax reimbursement grants commenced, both the total grants, and their
distribution between States, were mainly related to the amounts of income tax
previously being collected by the States.

- From 1948-49, however, a formula applied under which a total grant for each
year was determined by increasing the amount payable in the preceding year by.
reference to increases in the population of the six States and to the increase in
average wages.
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— Over the period 1948-49 to 1956-57 a proportion of the grants was distributed
between the States by reference to the previous income tax collections of the
States and a proportion by reference to the respective populations of the States
as adjusted for density and numbers of children aged between 5 and 15 years of
age (they being factors considered to affect the relative needs of the States); the
proportion allocated in the latter manner was gradually increased over the period,
and in 1957-58 and 1958-59 the distribution between States was wholly on that
basis.

— In every year from 1949-50 to 1958-59 supplementary grants, in addition to
those yielded by the formulae, were paid. '

— The legislation authorising payment of the tax reimbursement grants made those
grants conditional on the States refraining from levying income tax, and permitted
reductions to be made in the grants payable to any State which did levy such a
tax; this element of the legislation was unsuccessfully challenged before the High
Court in 1955-56.

— Over the whole of the period of the tax reimbursement grants the three least
populous States continued to receive special grants annually on the recom-
mendation of the Commonwealth Grants Commission.

_ The financial assistance grants arrangements were instituted in 1959, and revieWed
and amended (in each case so as to increase the grants payable to the States) in
1965, 1970 and 1975.

— The main change compared with the previous arrangements was that the grants
each year increased not only in proportion to increases in State populations and
in average wages, but by a further, so-called ‘betterment’, factor; until 1964-65
this factor was calculated as 10 per cent of the average wages increase in the year
concerned ; it was then fixed at 1.2 per cent, independent of the average wages
increase, for the years 1965-66 to 1970-71; at 1.8 per cent for the years 1971-72
to 1975-76 and was to have been increased to 3.0 per cent in 1976-77. - :

— The grants arrangements have been adjusted from time to time apart from the

- periodic reviews referred to above; for example, adjustments were made to
compensate the States for loss of receipts duty following a High Court decision
in 1970-71 and to reduce the grants when pay-roll tax was transferred from the
Commonwealth to the States in 1971, when the Commonwealth assumed full
responsibility for financing tertiary education from January 1974 and on account -
of transfers of railways from South Australia and Tasmania to the Common-
wealth in 1975. :

— Additions were made to the financial assistance grants following withdrawals
from the Commonwealth Grants Commission system of South Australia,
Western Australia and Tasmania.

— Special revenue assistance, either for particular States or all States, was paid in
each of the years 1966-67 to 1974-75 to supplement the financial assistance
grants; on some occasions, this was ‘built in’ to the formula grants.
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— In terms of the distribution of the grants between States, the effect of the for-
mula—under which each State’s grant has increased in proportion to its
population increase each year and by the average wages and betterment factors
which have been common to all States—was, abstracting from other factors, to
maintain the relationships between the grants of the States in per capita terms.
However, these relationships have also been affected by various adjustments
made in the arrangements from time to time, including those referred to above.

— The grants arrangements, as revised following the June 1975 Premiers’ Conference
and incorporating an increase in the betterment factor in 197677 to 3.0 per cent,
were to have applied over the five years 1975-76 to 1979-80, with a review before
the end of that period.

~ The legislation authorising the financial assistance grants—namely, successive
States Grants Acts—has not specifically stated that the grants were conditional
on the States not levying taxes on income; however, it was made clear by the
Commonwealth at the time of each review that the grants were so conditional.

— The State Governments consistently expressed the view, over the whole of the
period covered by the foregoing summary, that the arrangements were un-
satisfactory from their point of view. In 1970 the six States unanimously proposed
that they be given direct access to income tax broadly along the lines of the
scheme then operating in Canada. In 1975 they proposed—again unanimously—
that the general revenue grants arrangements should be based, in effect, on the
principle that they should compensate the States for their lack of access to income
tax and that, to put that principle into effect, the average wages element in the
formula should be replaced by a new ‘progression’ factor equal to 1.5 times the
increase in average wages each year.

PERSONAL INCOME TAX SHARING WITH THE STATES

Commencing in 1976-77, the financial assistance grants were replaced by personal
income tax sharing arrangements between the Commonwealth and the States.

The tax sharing arrangements with the States represent a central element in the
Government’s Federalism policy, that policy being based largely on a statement on
the matter issued by the Coalition Parties in September 1975. Some of the other
main elements in the policy are:

(1) sharing by local government in the proceeds of personal income tax;
(i) a more selective use of specific purpose payments to the States ;

(iii) the establishment of an Advisory Council for Inter-Government Relations;
and

(iv) a review of the functions of the different levels of Government and the
elimination of unnecessary overlapping, waste and interference.

The way in which a share of Commonwealth personal income tax revenue is
provided as assistance for local government is explained in Chapter V.

The income tax sharing arrangements with the States are being introduced in
two stages.
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Under Stage 1, which commeénced in 1976-77, the Commonwealth continues to be
the sole Government imposing taxes on income but the States receive a specified
proportion of the net personal income tax collections made under Commonwealth
legislation. Relevant legislation—the States (Personal Income Tax Sharing) Act 1976—
received the Royal Assent in November 1976.

Under Stage 2, for which enabling legislation—the Income Tax (Arrangements
with the States) Bill 1977—was introduced into the Parliament in the Autumn 1977
session, the Stage 1 arrangements will continue but, in addition, each State will have
the right at its discretion to increase or reduce the personal income tax levied on
residents of the State. Any additional income taxes so levied would be collected by
the Commonwealth on behalf of the State or States concerned.

Set out below is a list of points representing the understandings which were
reached in 1976 between the Commonwealth and State Governments in connection
with the scheme as it relates to State Governments (local government aspects are
dealt with in Chapter V).

Personal Income Tax Sharing Between the Commoniealth and State
Governments: Points of Understanding

(1) The scheme will be related to personal income tax—not company tax and not
including withholding taxes on interest and dividends.

(2) The scheme will be introduced in two Stages; referred to below as Stage 1 and
Stage 2.

Stage |

(3) Stage 1 will apply as from the beginning of 1976-77.

(4) The States’ entitlements under Stage 1 will represent a specified -percentage of
Commonwealth imposed personal income tax. (State legislation will thus not
be required in regard to Stage 1.) :

(5) The ‘base’ to which the percentage will be applied each year will be net personal
income tax collected in the year.

(6) The percentage figure for 1976-77, and for subsequent years, subject to any
decisions made given relevant points recorded below, will be 33.6.

(7) Personal income tax collections in the Territories will be included in the base
figure but with this subject to review in the light of the developments in public
finances in the Territories.

(8) The yield or costs of special surcharges or rebates applied, in appropriate cir-
cumstances, by the Commonwealth will not be included in the base figure from
which the States’ entitlements will be calculated.
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(9) In regard to the possible effects on the States’ Stage 1 entitlements of changes
by the Commonwealth in its personal income tax legislation, the Common-
wealth Government has given a firm assurance to the States that:

(a) it will ensure that the States are fully informed of relevant tax changes made
by the Commonwealth and of their estimated effects on the States’ entitle-
ments;

(b) it will participate in a review of the arrangements when there are changes in
Commonwealth tax legislation which have effects on the States’ entitlements
of such significance as to warrant such a review;

(c) when post-budget changes in Commonwealth personal income tax legislation
with substantial effects on the States’ entitlements are made, the Common-
wealth will consider, in consultation with the States, appropriate adjustments
in the arrangements to offset the effects on the States’ entitlements in that
particular financial year having regard to other relevant factors impinging
on the States’ budgetary positions; any necessary consultations with the
States on this matter will be arranged at the earliest practicable stage; and

(d) longer-term trends in regard to such matters as changes in the relative
importance of personal income tax viz-a-viz other taxes will be kept under
notice between the Commonwealth and State Governments.

(10) However, it is agreed that it would not be practicable to devise in advance an
automatic formula for defining how changes in Commonwealth tax laws should
be reflected in the Stage I arrangements.

(11) There will be a ‘guarantee’ arrangement to ensure that the States’ Stage 1 en-
titlements in any year are not less, in absolute terms, than in the previous year.
This arrangement will be supplemented in the first four years of the new scheme
(that is, in the years 1976-77 to 1979-80) by a further undertaking that the
entitlements will not be less in a year than the amount which would have been
yielded in that year by the financial assistance grants formula as laid down in the
States Grants Act 1973.

(12) A total entitlement for all Sfates will first be determined, to be then divided
between the States.

(13) The initial per capita relativities between the States in their Stage 1 entitlements
will be the relativities in the financial assistance grants in 1975-76.

(14) Subject to (16) and (17) below, and to any absorption of specific purpose pay-
ments, these relativities will be carried forward into subsequent years in such a
way as to maintain the proportionate relationships between the per capita
entitlements of the States.

(15) The four less populous States will continue to be free to apply for grants on the

recommendation of the Commonwealth Grants Commission in addition to
their basic entitlements as yielded under the arrangements summarised above.
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(16) The matter of the relationship between the special grant which Queensland is at
present receiving on the recommendation of the Commonwealth Grants Com-
mission and the tax sharing arrangements is regarded as essentially one between
the Commonwealth and Queensland Governments and will be con51dered by
those Governments as necessary.

(17) There will be a periodic review of relativities between all States, advice in relation
to this review being sought from an independent review body; the first review
will be made before the end of 1980-81 (the same timing as applies to the review
of the tax sharing arrangements as a whole—see (35) below).

(18) Arrangements will be made for the States to be regularly informed, as early as
practicable -and in confidence as necessary, of relevant estimates in relation to
their entitlements.

(19) In relation to the processes referred to in (9) and (18) as they may be affected by
matters which are confidential as a result of their association with the Common-
wealth’s budget consideration and formulation, the Commonwealth will provide
to the States the maximum possible relevant information as is consistent with the
security and integrity of its own budget.

(20) The States will be paid their Stage 1 entitlements on a monthly pro-rata basis,
with adjustments during the financial year as necessary -as estimates of personal
income tax collections in the year are varied (this being similar to the arrange-
ments under which the financial assistance grants are paid).

(21) There will be full and precise documentation to record the understandings
between Governments in relation to Stage 1 but this will not take the form of
a formal Agreement.

Stage 2 ‘

(22) Under Stage 2 each State will be able to legislate to impose a surcharge on
personal income tax in the State (but not company taxation or withholding tax
on dividends and interest) additional to that imposed by the Commonwealth,
or to give (at cost to the State) a rebate on personal income tax payable under
Commonwealth law and to authorise the Commonwealth to collect the surcharge
or grant the rebate as its agent. :

(23) Any State surcharges or rebates will be expressed in percentage terms.
(24) Assessment provisions, and the basic income tax rate structure, will continue
to be uniform throughout Australia, these being matters for the Commonwealth

to determine.

(25) The Commonwealth will at all times remain the sole collecting and administrative
-agency in the income tax field. :
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(26) The level of any State surcharges or rebates will be a matter for consideration
by each State; relevant decisions will be taken within an appropriate framework
of consultation with the Commonwealth and, as considered appropriate by the
surcharging or rebating State, with other States, but ultimately the level of sur-
charge or rebate will be a decision for each individual State. In exercising these
powers the States will accept responsibility to work in parallel with and not in
negation of the overall economic management policies of the Commonweaith.

(27) Equalisation arrangements will be made so that less populous States will be
enabled to obtain the same relative advantage from a surcharge as the States
with a broader tax base.

(28) The Grants Commission will be responsible for assessing amounts payable under
the arrangements referred to under (27).

(29) The basis for assessment of equalisation assistance to the less populous States
in regard to the yield of State surcharges levied under Stage 2 (see points (27)
and (28) above) will be that supplementary assistance will be provided to a less
populous State levying a surcharge to bring the per capita yield from the surcharge
up to the average per capita amount which would be yielded if New South Wales
and Victoria levied a surcharge on the same basis. The assessment will be
independent of any examination of the overall financial position of the State
concerned viz-a-viz other States.

(30) Detailed proposals to implement Stage 2 will be formulated by an officers’
working party. The firm target is to have an appropriate framework established,
relevant matters agreed and any necessary legislation or other material prepared
in time for Stage 2 to commence from the beginning of 1977-78.

(31) At an appropriate time the Commonwealth will consider what implications
Stage 2 might have in relation to the Territories.

(32) Interest on future issues of Commonwealth securities will be subject to State
income tax surcharges under Stage 2 of the tax sharing scheme; this change will
not apply retrospectively to interest on securities already issued.

Implications for Tax Forms and Assessment Notices

(33) In relation to tax forms, changes will be minimal apart from necessary changes
to take account of surcharges or rebates.

(34) Assessment notices will be changed only to accommodate State surcharges or
rebates (any Commonwealth surcharge or rebate would, of course, also be
shown), with information on the disposition of Commonwealth tax to States
(and local government) provided to taxpayers separately but in conjunction
with assessment notices.

.

Review of Total Tax Sharing Arrangements

(35) There will be a review of the tax sharing arrangements as a whole periodically,
with the first review being made at some time before the end of 1980-81 with
any revisions applying as from the beginning of the next financial year after the
review; arrangements will be made for the Commonwealth and State Govern-
ments to agree, well in advance of the review, on the procedures which are to be
followed in connection with it.
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Many of these points of understanding have since been incorporated into the
States (Personal Income Tax Sharing) Act 1976 or the Income Tax (Arrangements
with the States) Bill 1977. Others have been developed further in discussions at the
Premiers’ Conferences in April 1977 and July 1977 (see below).

Aot 96 s  Further Developments in 1976-77
4

Although the m%(%ty omﬁe s relating to the Stage 1 arrangements had been
settled at the 1976 Premiers’ Co&nf'erences, some issues were still outstanding and
these, together with matters relating to Stage 2, were referred to Commonwealth and
State officers for examination and report and were considered at the April and July
1977 Premiers’ Conferences. The position reached on these matters is set out below.

One matter referred to officers concerned techniques to meet possible cash flow
problems faced by a State to the extent that a deficit in its budget was due to the
State’s Stage 1 entitlement in respect of a year falling short of the Commonwealth
Budget estimate of its entitlement. The States and the Commonwealth agreed on the
scheme unanimously recommended by State and Commonwealth officers under
which, in the circumstances outlined above and within Loan Council arrangements,
a State would have access to Treasury Bills against which it would, except in extreme
cases, be expected to lodge counterpart deposits with the Reserve Bank.

The second matter concerned the review of relativities between the States of their
Stage 1 entitlements. At earlier Premiers’ Conferences it had been agreed that there
would be a periodic review of relativities and that advice in relation to this review
would be sought from an independent review body. There were three aspects to be
considered; the guidelines for the review body, the nature of the review body consti-
tuted to make recommendations, and the timing of the review.

At the April 1977 Premiers’ Conference, the States and the Commonwealth
agreed that the review body’s guidelines should be expressed in relatively broad
terms to give it flexibility in carrying out its work and agreed that the guidelines
should be along the following lines:—

(i) The basic purpose is to review the percentage relationship between the
States’ respective per capita entitlements under Stage | of the personal
income tax sharing arrangements between the Commonwealth and
State Governments and to make any recommendations for changes in
those relationships considered appropriate.

(ii) The review should be on the basis of the principle that each State should
be able to provide State Government services of a recurrent kind of the,
same standard as other States without imposing higher rates of taxes or,
charges;; differences in revenue raising capacities and in the relative
costs of providing comparable government services should be taken
into account.

(iii) The review is to include an examination of the existing relativities, of the
factors which have influenced them and of any relevant changes which
have occurred in the period since those relativities were established.
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It was agreed that the States and the Commonwealth would each have the right
to argue before the review body any matters which a State or the Commonwealth
regarded as relevant to the review.

Agreement was not reached at the April 1977 Premiers’ Conference on the
constitution of the review body but the Commonwealth undertook to give the matter
further consideration. After this further consideration, the Commonwealth reiterated
its view that the Commonwealth Grants Commission was the appropriate body to
conduct the review. The States (Personal Income Tax Sharing) Amendment Bill 1977,
nominating the Grants Commission as the review body and prescribing the guidelines
which it was to follow, was introduced into the Parliament on 26 May 1977 and was
passed by the House of Representatives. However, in the light of views expressed by
several Premiers, the Bill was not proceeded with further in the Autumn session of

the Parliament and the matter was discussed at the Premiers’ Conference on 1 Juls
1977.

S

At that Conference, the Prime Minister agreed that Commonwealth and State
officers would consult further on the guidelines and would also give consideration to
suggested amendments proposed by some of the Premiers. On the question of the
review body the Prime Minister put forward a compromise proposal—in effect, a
special division of the Commonwealth Grants Commission supplemented by three
Associates nominated by the States. It was then agreed that the body to review the
relativities should be composed of the Chairman of the Grants Commission, two
members of the Commission, plus three Associate members, one of whom would be
nominated by New South Wales and Victoria and two by the four other States.

As to the timing of the review of relativities, it was agreed at the April Conference
that the review should be commenced as soon as possible and that the review body’s
report would be considered at a Premiers’ Conference before any decision was taken
on it.

The third matter referred to Commonwealth and State officers for report was the
arrangements for the provision of information by the Commonwealth to the States,
and for consultation, as necessary, between the Commonwealth and the States, in
relation to Commonwealth budget decisions as they might affect the States’ entitle-
ments. This matter was considered at both the April and July 1977 Premiers’ Con-
ferences. At the July Conference the Prime Minister stated that the Commonwealth
would provide information to the States as follows:—

— A preliminary estimate of each State’s Stage 1 entitlement for the year ahead on
the basis of then current Commonwealth tax legislation;

— an estimate of the yield of 1% surcharge/cost of a 19 rebate in that State on
the basis of then current Commonwealth tax legislation;

— an estimate of entitlement under the former financial assistance grants arrange-
ments (the guaranteed entitlement);

- relevant wage assumptions underlying the above estimates; and

— certain other information to the extent this is practicable and consistent with
budget security.
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The fourth matter referred to officers related to changes during the year in estimates
of the States’ entitlements. Following the census, the Australian Statistician revised
the State population estimates. This resulted in changes in the estimated entitlements
of the individual States, although the total entitlement of the States as a whole was
not affected by the revision of population estimates. In particular, the Premier of
Tasmania drew attention at the April Premiers’ Conference to the impact on his
State’s estimated entitlement of the revised population figures. Officers were directed
by the Conference to examine and report on the implications of the revision of
population figures.

The July 1977 Premiers’ Conference also noted that there had been fluctuations
in the estimates of the total tax sharing entitlements during 1976-77. These fluctu-
ations had occurred largely because of changes in estimates of tax collections but
the uncertainty arising from these sources would have been avoided had the States
riot chosen to have their tax sharing entitlements calculated as a percentage of the
current year’s personal income tax collections, which are not finally known until
31 July in the following financial year.

Against this background of the uncertainty inevitably associated with the use of
current year tax collections as the base the Prime Minister suggested that the States
might reconsider the earlier Commonwealth proposal that the preceding year’s
collections be used as the base (local government tax sharing entitlements are pre-
sently based on collections in the preceding year—see Chapter V for details). He
offered to fix the States’ tax sharing entitlements in respect of 1977-78 at $4336.1
million if the States were to decide to adopt that proposal. (This would be subject
to adjustments on account of over payments in 1976-77 of State entitlements for
that year—see text on States’ entitlements in 1976-77.) The Prime Minister pointed
out that this would reduce uncertainty and administrative difficulties.

The Premiers agreed that Commonwealth and State officers should examine and
report on arrangements for changing the total tax sharing entitlements from 33.6 per
cent of the current year’s collections to an appropriate percentage of the preceding
year’s collections. Officers were also to look at consequential matters arising from
such a change in arrangements and at the manner in which changes in population
estimates might be taken into account in determining State relativities from 1977-78.

At the time this paper was prepared, some aspects of this matter were still under
examination by officers, but it had been agreed that the Commonwealth should
provide, in its Budget, for an amount of $4336.1 million for the States’ tax sharing
entitlements in 1977-78.

The April Conference also had before it the Report of the Working Party of
Officers of the Commonwealth and State Treasuries and taxation and legal officers,
established following the April 1976 Conference, to advise on the introduction of
Stage 2 of the tax sharing arrangements. The report canvassed some fundamental
aspects of possible arrangements, including several which raised important and
complex legal and policy questions.

The Conference was in broad agreement with the recommendations of the
Working Party as to the objectives to be pursued in developing detailed arrangements
for Stage 2:—

(i) there should be complete uniformity as between the States in all respects
other than rates of any surcharges or rebates;
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(ii) the arrangements should be free of any significant Constitutional or other
legal doubt;

(iii) the scheme should be as simple and inexpensive to administer as practicable
consistent with legal requirements and the other broad objectives being
followed;

(iv) the arrangements should impose the least inconvenience practicable on
taxpayers and employers; and

(v) the arrangements should be such as to avoid creating avenues for tax
avoidance or evasion.

For the benefit of States choosing to enter into Stage 2 arrangements, and in order
to avoid technical problems, the Commonwealth suggested that it and all States
co-operate to prepare complementary or ‘interlocking’ legislation. This proposal
was not agreed to by all States.

At the April Conference, the Commonwealth emphasised that it wanted to
introduce enabling legislation as soon as possible, thus providing each State with the
option of proceeding to raise or lower income tax within its own borders if it so chose.
The States could, within an enabling framework of legislation, make their own
decisions, in their own time and in accordance with their own priorities, whether or
not to utilise the provisions of Stage 2. It was agreed that Commonwealth officers
and officers of the Victorian and Western Australian Governments should have
discussions regarding the Commonwealth legislation which was to be drafted.

The Income Tax (Arrangements with the States) Bill 1977 was introduced into the
Commonwealth Parliament late in the Autumn Session. This is a complex Bill to
enable the States at their own discretion to increase their shares of personal income
tax by increasing the tax paid by their residents or to provide tax rebates to their
residents at the States’ own cost. In order to allow time for proper consideration and
informed debate, the Bill was not proceeded with immediately. At the July Premiers’
Conference, the Prime Minister invited comments from the States on the Bill. He
also advised that work was in hand, between Commonwealth officers and officers of
some States, on the drafting of possible legislation which might be adopted by States.

States’ Tax Sharing Entitlements in 1976-77 and 1977-78 (estimated) ’

Under the States (Personal Income Tax Sharing) Act 1976, the States are entitled to
receive in respect of 1976-77 and each subsequent year 33.6 per cent of net personal
income tax collections in the year. This is subject to the guarantee that the States’
Stage 1 entitlements in any year are not less, in absolute terms, than in the previous
year and that, in the years 1976-77 to 1979-80, their entitlements will not be less in
a year than the amount which would have been yielded in that year by the financial
assistance grants formula as laid down in the States Grants Act 1973.

The entitlements are calculated on net personal income tax collections for the
year, excluding the effects of any special tax levies or rebates. The Medibank levy,
introduced from 1 October 1976, is in the nature of a special tax levy applied by the
Commonwealth and is thus excluded from the figures from which the States’ entitle-
ments are calculated.
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The relative shares of the States are determined on a weighted population basis,
the weights (which are based on the per capita relativities in the States™ financial
assistance grants in 1975-76) being given in the Act, the populations being determined
by the Australian Statistician.

Payments actually made to the States during 1976-77 were based on estimated
net personal income tax collections (excluding the Medibank levy) of $10990 million.
After allowing for the operation of the guarantee in the case of Tasmania,
payments totalled $3695.6 million. (In accordance with the provisions of the Act,
the Australian Statistician determined on 10 June 1977 the amounts that would
have been payable under the financial assistance grants formula.)

The determination of the amount of net personal income tax collections
(excluding the Medibank levy) was made, in accordance with the Act, by the Com-
missioner for Taxation by 31 July 1977 and was $10 876.8 million or $113.2 million
less than the estimate on which payments had been based. As required by the
legislation, the Australian Statistician made his determination of State populations
at 31 December 1976 by 7 August 1977. As a result, the States became entitled to
$3676.0 million in respect of 1976-77 or $19.6 million less than had been paid.
The payments to the States during 1977-78 will be reduced by the amount overpaid
in 1976-77.
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The following table shows the calculations underlying the States’ tax sharing
]—\ entitlements in 1976-77 together with amounts actually paid in that year.

TABL -——DISTRIBUTION OF STATES’ PERSONAL INCOME TAX SHARING

ENTITLEMENTS IN 1976-77

New
South

Wales Victoria

Queens-

South Western

land Australia Australia

Tas-
mania Total

(1) Financial Assistance Grants
$°000(a)

(2) Popuilation as at 31 December
1975 (000 persons)(b).

(3) Financial Assistance Grants
per head of population  $(¢)

/( e (4) Row (3) expressed as Mul-
- tiple of)ﬂgure for V:ctor:a(d)
(5) Population as at 31 Decem-

ber 1976 (000 persons)(e)

,(“ e / (6) Row (5) ))\felghted by Row

(4) (’000 persons)

e( e (7 Percentage (Iﬁstribution of
: Row (6) befween States (per
cent) . . . .

(8) Share of 33.6 per cent of
$10876.8 mllllon(f)—Dls-
tributed i.ccordmg to Row
(7) $°000

(9) Amouyrit Gﬁ'aranteed under

Segtlon "8 of” the” Act
,%Fmanmal Aséistanée Grants
rmula) $°000(g)"

(10) States’ ﬁ{titlements under
the Act (3’000)&)’

Darta RELATING TO 1975-76

946 660

4810.9

196.774

1.02740

706 389 536 792

3688.2 2015.1

191.527 266.385

1.00000 1.39085

363 091

1241.7

292 .415

1.52676

DaTta RELATING TO 1976-77

4933.0

5068.2

3764.9 2121.6

3764.9 2950.8

30.69482 22.80174 17.87138

1268.8

1937.2

363 031

1138.3

318.923

1.66516

1183.7

1971.1

11.73217 11.93746

156 816 3 072 780

409.0 13303.2

383.414  230.980

2.00188 —

409.3 13681.3

819.4 16511.5

4.96243 100.00000

(11) Actual Payments made in

1976-77 (§'000) _ ... 17

ﬁ"’"w"ﬂ )
(12) Overpayments ($°000)(i)

P

1121779 833317 653131 428766 436269 181358 3654620

1125866 840724 640283 432455 437515 186294 3663 137

1125866 840724 653131 432455 437515 186294 3 675 985

1133400 841700660200 433200 440800 186294 3 695 594
et " . e o o

534 976; 70697 745 3285 77" 19609

(a) As calculated by the Statistician in accordance with the provisions of the States Grants Act 1973.
(b) Estimates of population used by the Australian Statistician in calculating the financial assistance

grants for 1975-76.
(¢) (1) divided by (2).

(d) These are the relativities specified in Section 4 (1) of the States (Personal Income Tax Sharing) Act

1976.

(e) Determined by the Australian Statistician in accordance with Section 9 of the Act.
(f) Net personal income tax collections in 1976-77 excluding revenue from Medibank levy; determined
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-~by Commissioner of Taxation in accordance with Section 6 of the Act.
(&) Determined By the Australian Statistician in accordance with Section 8 of the Act. Calculated by
applying to the 1975-76 financial assistance grants the estimated increases in State populations in the
year ended 31 December 1976 (New South Wales 0.75 per cent, Victoria 0.83 per cent, Queensland
1.05 per cent, South Australia 0.90 per cent, Western Australia 2.10 per cent and Tasmania 0.64
per cent), the estimated increase in average wages for Australia as a whole in the year ended 31
March 1977 of 14.60 per cent and the betterment factor of 3.0 per cent.
(#) For all States except Queensland, amounts in row (9); for Queensland, amount in row (8).
(f) Difference between rows (10) and (11); 1977-78 payments will be reduced by these amounts.



The estimate of personal income tax collections in 1977-78 (excluding the effects
of the Medibank levy) incorporated in the Budget is $12 557.0 million, giving, on
application of the percentage of 33.6 (and after allowing for the operation of the
guarantee), an estimate of the States’ entitlements in 1977-78 of $4245.3 million
under existing legislation. However, in the context of the examination of the proposal
that the income tax sharing arrangements be changed to relate the States’ entitlements
to the preceding year’s collections, it has been agreed that the Budget provision should
be the amount of $4336.1 million conditionally offered by the Prime Minister at the
Premiers’ Conference on 1 July (see discussion in the text above). After taking into
account the over-payments in respect of 1976-77, estimated payments on this basis in
1977-78 are $4316.5 million.

On assumptions concerning increases in State populations consistent with those
used in estimating the States’ tax sharing entitlements and assuming an increase in
average wages consistent with that used elsewhere in the budget figuring, the financial
assistance grants formula would yield an estimated $4230.8 million in 1977-78.
No State is estimated to receive a guaranteed minimum amount larger than its share
of the $4336.1 million.

The following table shows the calculations underlying the estimated distribution of
the amount of $4336.1 million between the States in 1977-78. It is to be emphasised
that these figures are estimates dependent on projections of increases in population
employed at the time they were made and hence are necessarily subject to a sub-
stantial margin of uncertainty.

TABLE 6—ESTIMATES OF THE STATES’ PERSONAL INCOME TAX SHARING
ENTITLEMENTS IN 1977-78

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
(1) Population, 31 Decem-
ber 1977(a) (000
persons) . . . 4970.1 3797.3 2146.7 1279.1 1208.4 412.4 13814.0
(2) Per capita relativities(p) 1.02740 1.00000 1.39085 1.52676 1.66516 2.00188
(3) (1) Weighted by (2) . 5106.3 3797.3 2985.7 1952.9 2012.2 825.6 16680.0

(4) Percentage  Distribu-
tion of (3) between '
States—per cent . 30.613 22.766 17.900 11.708 12.063 4.950 100.000

(5) Estimated States’ En-
titlements(c) Distribu-
ted According to (4)
$ million . . 1327.4 987.1 776.2 507.7 523.1 214.6 (c)4 336.1

(6) Overpayments of En-
titlements in respect of

1976-77 (d) $ million . 7.5 1.0 7.1 0.7 3.3 .. 19.6
(7) Estimated Payments(e)
$ million . . 1319.9 986.1 769.1 507.0 519.8 214.6 4316.5

(a) Forward estimates of population at 31 December 1977 supplied by the Australian Bureau of
Statistics. Subject to revision.

(b) These are the relativities specified in section 4 (1) of the Act.

(¢) For derivation of the States’ share see text. Indwndua] State amounts rounded to nearest $100 000.

(d) For derivation, see Table 5.

(e) Row (5) minus Row (6). Payments rounded to nearest $100 000.
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THE SPECIAL GRANTS

Special grants have been paid to the States on the recommendation of the Common-
wealth Grants Commission since 1934-35. The Grants Commission was established
under the Commonwealth Grants Commission Act 1933 and functioned under that
Act, to which only minor amendments were made, until September 1973. New
legislation, the Grants Commission Act 1973, was passed by Parliament in the Autumn
1973 sittings and amendments to that Act were passed in the Autumn sittings of
1975 and 1976. These various changes were mainly related to the Commonwealth’s
role in the matter of assistance for local government and are therefore dealt with in
Chapter V of this paper.

Under the legislation as it now stands, the Commission is required to inquire
into and report upon:—

e any application made by a State for financial assistance ‘for the purpose of
making it possible for the State, by reasonable effort, to function at a standard
not appreciably below the standards of other States’.

e any other matters related to Commonwealth financial assistance to the States
which may be referred to it by the Government.

The Commission’s inquiries and reports in relation to special grants are made
under the first of these provisions; the wording quoted is based on the principle of
financial need as set out by the Commission in its Third Report (1936).

As noted above, the tax sharing arrangements are on the basis that each of the
four less populous States may apply for special grants. Queensland is the only
applicant State at present. Arrangements under which the other three States concerned
have ceased receiving special grants are set out in the 1975-76 issue of this paper.

In arriving at its recommendations, the Commission each year makes a detailed
comparison between the financial positions of the claimant States and those of the
‘standard’ States. Prior to 1959-60 the Commission used a standard derived from
the experience of New South Wales, Victoria and Queensland. From 1959-60 the
standard States have been New South Wales and Victoria.

Since 1949 each recommendation by the Commission for payment of a special
grant has consisted of two parts. One part is based on an estimate of the claimant
State’s financial need in the current financial year, and is treated as an advance
payment subject to adjustment two years later when the Commission has compared
in detail the financial positions in that year of the claimant and standard States. The
other part represents the final adjustment to the advance payment made two years
earlier and is known as the completion payment.

In 1976-77 Queensland received special grants totalling $27.0 million, consisting
of an advance grant for 1976~77 of $18.0 million and a completion grant in respect
of 1974-75 of $9.0 million. The grants were recommended by the Commission in
its Forty-third Report presented to Parliament in the Budget Session in 1976, and
were authorised by the Queensland Grant (Special Assistance) Act 1976.
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The Commission has recommended for payment to Queensland in 1977-78 an
advance grant for 1977-78 of $14.0 million and a completion grant in respect of
1975-76 of $10.8 million. The Commonwealth Government has accepted these
recommendations and it is expected that legislation to authorise payment of the
grants will be introduced in the Budget sittings of Parliament following tabling of
the Commission’s Forty-fourth Report.

The table below shows the final amount of special grants paid in respect of each
-of the years 1973-74 to 1975-76 inclusive—that is, the advance grant paid in the year
concerned plus the completion grant normally paid two years later. The table also
shows the advance payments for 1976-77 and 1977-78. Table 8 shows the grants in
terms of amounts actually paid each year.

TABLE 7-—SPECIAL GRANTS
(% thousands)

Queensland South Australia Tasmania
Com- Com- " Com-
pletion pletion pletion
Advance Pay- Advance Pay- Advance Pay-
Payment ment(a) Total Payment  ment(a) Total Payment ment(q) Total
1973-74 . . 10 000 11 300 21 300 15000 2 500 17 500 10 000 ) 10 060
1974-75 . . 15000 . 9000 24 000 15000 ()10 000 25000 .. .
1975-76 . . 25000 10 800 35800 .. .. ..
1976-77 . . 18 000 ) (d)
1977-78 . . 14 000 ) (d)

7

(@) Actually paid two years subsequent to year shown, with exception of amount of $10 million referred
to in footnote (¢).

(b) No completion grants were or are to be paid to Tasmania in respect of this year.

(¢) Amount paid in 1974-75 in accordance with agreement between the Commonwealth and South
Australian Governments; represents agreed estimate of completion grant which could have been
expected to be recommended by the Grants Commission in respect of 1974-75 if the State had
remained claimant. This amount was not, and is not to te, reviewed by the Commission. An additional
amount of $6 434 000, not included in this table, was paid in 1974-75-—see page 21 of 1975-76
issue of this paper.

(d) Not yet determined—see text above.

OTHER GENERAL REVENUE ASSISTANCE

As noted above the Commonwealth Government has from time to time provided
general revenue assistance to the States additional to that payable under the tax
reimbursement and financial assistance grants arrangements or by way of special
grants recommended by the Grants Commission. Between 1949-50 and 1958-59,
for instance, the Commonwealth Government made ad hoc grants to each State to
supplement the amount yielded by the formula then operating; and additional
assistance grants, partly used for general revenue purposes, were paid in the years
1957-58 and 1961-62 to 1963-64. Special revenue assistance of one kind or another
was also paid in every year from 1966-67 to 1974-75. The amounts provided in the
last two of these years are shown in the table below.
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As part of arrangements for the transfer of the non-metropolitan railway system
of South Australia and the railway system of Tasmania to the Commonwealth
Government (see 1975-76 issue of this paper for further details) the Common-
wealth agreed .to make special payments of $10 million and $5 million respectively
to the two States in 1974-75. These payments have been classified as special revenue
assistance to the States for purposes of this paper and in publications of the
Australian Bureau of Statistics. They have, however, not been classified as payments
to the States in the statements attached to the Budget Speech, being regarded, for
purposes of those statements, as expenditures on the purchase of existing assets and,
for this reason, relevant aggregates in this paper differ, for 1974-75, from those
shown in the statements attached to the Budget Speech.

PAYMENTS OF GENERAL REVENUE FUNDS TO THE STATES

The following table $hows payments of general revenue funds to the States from
1973-74 and estimates for 1977-78.

TABLE 8—GENERAL REVENUE FUNDS
(8 thousands)

New
South Victoria Queens- South Western Tasmania Total
Wales land  Australia  Australia

PAYMENTS OF FINANCIAL ASSISTANCE GRANTS/TAX SHARING ENTITLEMENTS(@)

1973-74 . . 585 507 437 604 318245 204918 222 388 91243 1859905
1974-75 . . 737 522 548 405 414 446 261 737 279 830 131871 2373811
1975-76 . . 946 660 706 389 536 792 363 091 363 031 156 816 3072780
1976-77 1133400 841 700 660 200 433 200 440 800 186294 3 695 594

1977-78 (est.imate.) 1319 866 986 124 769 131 506 955 519 815 214600 4316491

SPECIAL GRANTS()

1973-74 . . .. .. 10 000 19 900 .. 8 650 38 550
1974-75 . . .. .. 24750 39934 .. .. 64 684 -
. 1975-76 . . .. .. 36 300 2 500 .. .. 38 800
1976-77 . . .. .. 27000 .. .. .. 27 000
1977-78 . . .. .. 24 800 C .. .. 24 800

SPECIAL REVENUE ASSISTANCE

1973-74 . . 7926 6020 4228 2764 2 855 1207 25000
1974-75 . . 18 641 13 861 10 475 16 616 7073 8333 75 000

TotAaL GENERAL REVENUE FUNDS

1973-74 . . 593 433 443 624 332472 227 582 225243 101 101 1923 455
1974-75 . . 756 163 562 266 449 671 318 287 286 903 140204 2513 495
1975-76 . .+ 946 660 706 389 573 092 365 591 363 031 156 816 3111 580
1976-77 . 1133 400 841 700 687 200 433 200 440 800 186294 3722 594

1977-78 (estimate.) 1319 866 986 124 793 931 506 955 519 815 214600 4341 291

(a) Actual and estimated State Government entitlements to a share of Commonwealth personal income
tax collections in 1976-77 and 1977-78 respectively; financial assistance grants in earlier years. For
further details concerning the grants in 1975-76 and earlier years see the 1975-76 issue of this paper.

(b) Special grants actually paid to the States in the years shown, including additional amount of $6 434 000
paid to South Australia in 1974-75. See text and Table 7 for amounts of special grants paid in respect
of each year.
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ADVISORY COUNCIL FOR INTER-GOVERNMENT RELATIONS

One other aspect of the Government’s Federalism policy which has potential implica-
tions for Commonwealth/State finances, is the establishment of the Advisory Council
for Inter-Government Relations.

After discussions at the three Premiers’ Conferences in 1976-77, it was agreed that
such a Council be established and appropriate legislation—the Advisory Council for
Inter-Government Relations Act 1976—was subsequently passed. The Council
comprises members of the Commonwealth and State Parliaments (with the exception
of Queensland whose Government declined to nominate a representative), represen-
tatives of local government and of private citizens. It was intended that the Common-
wealth and the States each meet 45 per cent of the Council’s costs, the remaining 10 -
per cent being contributed by local government. However, following Queensland’s
decision not to participate in the Council, the Commonwealth will contribute an extra
7 per cent. Subjects for investigation and advice by the Council will be referred to it by
Premiers’ Conferences; subjects so referred may include matters raised initially at the
initiative either of local government or the Council itself.

The April 1977 Premiers’ Conference approved the following items for reference
to the Council for examination and report:—

o An examination of the appropriate long-term relationships between Common-
wealth, State and local government.

e A study of the costs and benefits of an interchange of personnel between the
three spheres of government, and recommendations for selected implementation
of a staff exchange program.

- The Council met for the first time on 10 June 1977 in Hobart.
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CHAPTER III--GENERAL PURPOSE CAPITAL FUNDS

This Chapter provides information on the general purpose capital funds available
to the States and their authorities under the Loan Council arrangements. These
comprise borrowings made on behalf of the State Governments (to which the
Commonwealth has contributed from its own resources in most recent years), interest-
f.ce grants made by the Commonwealth to the States and borrowings by State
authorities. Relevant statistical material for the period from 1973-74 is presented
in Appendix II; statistical information for earlier years is available in Appendix
111 of ‘Payments to or for the States and Local Government Authorities 1975-76’.

The Loan Council, which is constituted under the Financial Agreement, is
composed of representatives of the Commonwealth and each State Government.
Under the terms of the Financial Agreement borrowings by the Commonwealth and
State Governments (except defence borrowings by the Commonwealth and borrowings
for temporary purposes) are limited within annual borrowing programs for the
Commonwealth and the States determined by the Loan Council. The terms and
conditions of loans to finance these programs also require the approval of the Loan
Council. Subject to the decisions of the Loan Council, borrowings for and on behalf
of the State Governments and conversions, renewals, redemptions and consolidations
of the public debt of the States are, with limited exceptions, arranged by the
Commonwealth.

STATE GOVERNMENT LoAN CoUNCIL PROGRAMS

The Loan Council program for State Governments represents the major source
of funds available to the States for capital works. Each State determines the appli-
cation of its share of the program. A proportion of the total program for State
Governments agreed to in the Loan Council is provided as a capital grant by the
Commonwealth, which also undertakes to complete the financing of the States’
borrowing program by subscribing any shortfall from its own resources.

The capital grants now constitute one-third of each State’s total program. Back-
ground material on these grants, together with a summary of changes in the proportion
of the total program provided as grants, is to be found on page 27 of ‘Payments to or
for the States and Local Government Authorities 1975-76"; on pages 24 and 25 of
that document there is an account of the way in which Commonwealth assistance to
the States for housing has in the past been related to the Loan Council arrangements.

For 1976-77, the Loan Council approved a total State Government program of
$1356 million, of which $904 million represented borrowings and $452 million
capital grants provided by the Commonwealth.

For 1977-78 the Loan Council approved at its 1 July 1977 meeting a total State
Government program of $1433.8 million made up of a basic program of $1423.8
million and a special permanent addition of $10 million for New South Wales in
recognition of the State’s relatively low per head share of Loan Council programs.
Of the total program of $1433.8 million, two-thirds or $955.9 million will be
represented by borrowings and one-third, or $477.9 million, will be provided as
capital grants to the States.
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The basic State Government program for 1977-78 of $1423.8 million represents
an increase of 5 per cent in money terms over the 1976-77 program. When account
is taken of the special permanent addition of $10 million for New South Wales, the
increase in the total 1977-78 program over the 1976-77 program becomes 5.7 per cent.

The following table shows the distribution between the States of the programs for
1976-77 and 1977-78:—

TABLE 9—STATE GOVERNMENT LOAN COUNCIL PROGRAMS, 1976-77 AND 1977-78—
STATE BY STATE ALLOCATIONS

1976-77 1977-78

Total Total
Percentage Percentage
Capital of Six Capital of Six
Borrow-  Grants State Borrow- Grants State
ings (@) Amount Total ings (@) = Amount Total
. $°000 $°000 $°000 % $°000 $°000 $°000 . %
New South Wales . 287915 143958 431873 31.85 308978 154489 (h)463 467 32.33
Victoria. . . 228706 114354 343 060 25.30 240142 120071 360 213 25.12
Queensland . . 120705 60352 181 057 13.35 126740 63 370 190 110 13.26
South Australia . 118637 59318 177 955 13.12 124569 62284 186 853 13.03
Western Australia . 84235 42117 126 352 . 9.32 88446 44223 132 669 9.25
Tasmania . . 63802 31901 95 703 7.06 66992 33496 100 488 7.01

Total . . 904000 452000 1356000 100.00 955867 477933 (b)1433800 100.00

(a) Capital grants represent one-third of each State’s total program.
(b) Includes special permanent addition of $10 million to New South Wales’ share of the program
agreed at the July 1977 Loan Council meeting.

Financing of States’ Borrowing Programs and the Capital Grants

As previously mentioned, all borrowings on behalf of the State Governments are,
with limited exceptions, arranged by the Commonwealth.

When the proceeds of public borrowings available for this purpose are insufficient
to finance the States’ programs the Commonwealth makes up the shortfall by sub-
scribing the appropriate amount to a special loan, proceeds of which are allocated
to the States. The amounts made available in this way represent State debt. These
special loans are raised on terms and conditions similar to those offered in the
previous public loan raised in Australia. The effect of this arrangement is that, as
necessary, the Commonwealth contributes amounts from its own resources to help
finance the Loan Council program of the State Governments.

The borrowing program for the Commonwealth approved by the Loan Council
includes an amount equal to the capital grants. The legislation authorising the
payment of the capital grants authorises the Treasurer to borrow the amount
concerned, or to meet it wholly or in part from Consolidated Revenue Fund.

A summary of the financing of the States’ Loan Council programs since 1972-73
is given in Table 113 in Appendix II; Table 114 shows further details of the financing
of the programs since 1972-73.
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Following previous practice, the Commonwealth has undertaken to support the
total States’ Loan Council programs of $1433.8 million agreed for 1977-78, con-
ditional on the States agreeing to certain arrangements designed to promote the
raising of loans to finance the programs. On this basis, the Commonwealth will
support the programs in the following ways:—

(a) by leaving to the States, to the extent necessary to complete their govern-
mental borrowing programs, the whole of the proceeds derived from public
loan raisings by the Commonwealth in Australia (other than the net proceeds
of Interest Equalisation Deposits, Treasury Notes and other borrowings for
temporary purposes; and amounts applied to redemption of public securities
(including Special Bonds and Australian Savings Bonds) that cannot be
financed out of the National Debt Sinking Fund);

(b) by arranging, to the maximum possible extent, for the redemption of
maturing but unconverted State debt that cannot be met from State sinking
funds; and

(c) by making monthly advances to the States for the first eight months of the
financial year against the borrowing component of the program at an annual
rate not exceeding $955 867 000, the position then to be reviewed and a

tentative determination made, not later than February 1978, of the amount
of any special loan assistance the Commonwealth may provide from its
own resources. (The amount of the capital grants component of the
program is paid to the States by equal monthly instalments.)

BORROWING PROGRAMS FOR STATE AUTHORITIES -

Under the ‘Gentlemen’s Agreement’, originating in 1936, the Loan Council approves
an aggregate annual borrowing program for larger semi-government and local
authorities. For 1977-78 and 1978-79 larger authorities are defined as those borrowing
more than $1 million in the financial year, the Loan Council having decided at its July
1977 meeting to increase the limit from the figure of $800 000 which applied in 1976-
77. For information on the limits applying in previous years, see page 29 of ‘Payments
to or for the States and Local Government Authorities 1975-76’. From 1962-63 no
overall limit has been set by the Loan Council on borrowings by smaller authorities,
that is, authorities borrowing within the financial year up to the amounts mentioned
above.

The total program approved for borrowings by the larger authorities of the States
is distributed by the Loan Council between the States. Each State determines the
distribution between individual larger authorities of its share of the overall borrowing
program approved for such authorities. The terms and conditions of loans raised
by such authorities are subject to Loan Council approval. ‘

Borrowings by State smaller authorities are also subject to the terms and
conditions applying under the ‘Gentlemen’s Agreement’ and it is the responsibility
of the States to ensure that the authorities conform with these terms and conditions.

For 1976-77 the Loan Council approved a total borrowing program for larger
State authorities of $960 million.
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At its July 1977 meeting the Loan Council approved a total borrowing program
for larger State authorities for 1977-78 of $1164 million. This included a basic
program of $1128 million and special temporary additions of :(—

— $20 million for New South Wales, the same amount to be available by way of

special temporary additions in each of the four subsequent years; and

— $16 million for Western Australia as the first instalment in respect of a three-

year requirement estimated at $24 million for the conversion of the power
station at Kwinana to dual coal and oil firing.

The basic program for 1977-78 represents an increase of 17.5 per cent over the
1976-77 program. When account is taken of the special temporary additions for
New South Wales and Western Australia, the increase in the total 1977-78 program
over the 1976-77 program becomes 21.3 per cent.

Details of the larger State authorities’ programs for 1976-77 and 1977-78 are
set out in the following table:—

TABLE 10—LARGER AUTHORITIES’ PROGRAMS, 1976-77 AND 1977-78—
STATE BY STATE DISTRIBUTION

1977-78
States’

1976-77 Shares Special

Basic of Basic Temporary
Total Program Program(a)  Additions(b) Total
$°000 $°000 % $000 $000
New South Wales . . 360 108 423 127 37.51 20 000 443 127
Victoria . . . (c)304 351 357 612 31.70 .. 357612
Queensland . . . 177 575 208 651 18.50 .. 208 651
South Australia . . 45200 53110 4.71 .. 53110
Western Australia . . 45 369 53 309 4.73 16 000 69 309
Tasmania . . . 27397 32191 2.85 .. 32191
Total . . . 960 000 1 128 000 100.00 36 000 1 164 000

(a) The distribution of the basic program between the States in 1977-78 is the same as the distribution
of the 1976-77 program.

(b) A ‘temporary’ addition, unlike a permanent addition, is not added to a State’s share of the basic
program for the purpose of determining the distribution of the following year’s basic program
between the States. -

(c) Actual borrowings by Victorian larger authorities in 1976-77 were $304 347 000.

TREATMENT OF LOAN COUNCIL PROGRAMS IN THIS AND OTHER
BUDGET PAPERS

The capital grants (beginning in 1970-71) which have been agreed to in the context
of Loan Council discussions represent Commonwealth payments to the States and
are so categorised for purposes of this and other budget papers concerned.

The State Governments’ Loan Council borrowing programs are not included
in the totals of payments to the States shown in this paper. However, as mentioned
in Chapter I, the national accounting item ‘grants and net advances to the States and
Local Government Authorities’ used in the statements attached to the Budget
Speech and other papers does include these programs. The equivalent aggregate
is described in this paper as the total of Commonwealth payments to the States,
the State Governments’ Loan Council borrowing programs and payments to local
authorities. o
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CHAPTER 1IV—SPECIFIC PURPOSE PAYMENTS TO THE STATES

The Commonwealth has provided financial assistance for certain specific types of
expenditure by the States for many years. The present Government, in line with its
Federalism policy, has been lessening the emphasis on specific purpose programs
following the considerable expansion in this type of assistance in recent years. This
Chapter outlines specific purpose payments recently made, presently being made or
proposed to be made, to the States. Table 101 in Appendix I of this paper shows
aggregate specific purpose payments to each State since 1973-74 classified as to
whether they were for recurrent or capital purposes and Table 106 in that Appendix
classifies these and other payments by function.

The various payments in this Chapter are grouped under the functional headings
used in the Statements attached to the Budget Speech—the only exceptions being
that payments included in the ‘Not Allocated to Function’ category (namely, assistance
related to State debts, assistance for local government and natural disaster relief)
are shown under specific headings in appropriate places in the Chapter and that
payments for Aboriginal Advancement are outlined together (in the functional
statements these are distributed over a number of functions).

Details further to those provided in this Chapter on specific purpose payments
made to the States for ‘on-passing’ to local government authorities are given in
Chapter V.

ASSISTANCE RELATED TO STATE DEBTS
Payments Under the Financial Agreement
Contributions to Interest on State Debts

Under the Financial Agreement entered into by the Commonwealth and the States in
1927, the Commonwealth makes payments to the States expressed as a contribution
towards interest payable on State debts. They are therefore treated here as specific
purpose grants, although they have some of the characteristics of grants for general
purposes. In fact, the payments superseded the general revenue grants of $2.50 per
head of the population of each State made in the period 1910-11 to 1926-27 under the
Surplus Revenue Act 1910. (See Appendix II of ‘Payments to or for the States and
Local Government Authorities 1975-76.")

Each year the total contribution is $15 170 000, the amount that was payable
in 1926-27 under that Act. The contribution is apportioned between the States in
the same way as the 192627 per capita grant and is to continue for fifty-eight years
from 1 July 1927 (that is, until 1985). It is distributed among the States as shown in
the following table:—

TABLE 11—INTEREST PAYMENTS ON STATE DEBTS
($ thousands)

New South Wales 5835
Victoria . . . . . 4254
Queensland . . . . 2192
South Australia . .. . . 1 408
Western Australia . . . 947
Tasmania . . . . 534

Total .. . . 15170
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Sinking Fund Contributions

The Financial Agreement of 1927 established arrangements for the payment of
sinking fund contributions, by both the Commonwealth and State Governments,
in respect of State debt or debt incurred on behalf of the States. These arrangements,
with relatively minor amendments, applied from 1927-28 to 1974-75 and are summar-
ised on page 36 of ‘Payments to or for the States and Local Government Authorities
1974-75°.

Amendments to the Financial Agreement which were ratified by the Parliaments
of the Commonwealth and the States over the course of 1975-76 (the relevant
Commonwealth legislation being the Financial Agreement Act 1976), and which had
retrospective effect to 30 June 1975, provide for new sinking fund arrangements in
respect of State debt which may be briefly summarised as follows:—

(i) Specified contributions were made by the States ($121.5 million) and by
the Commonwealth ($30.2 million) in 1975-76.

(i) For the next nine years (ten in the case of New South Wales) the contri-
butions will equal the amounts referred to in (i) adjusted by a percentage
of the difference between each State’s net debt at 30 June 1975 and the
net debt at 30 June immediately preceding the year of contribution; the
percentage is 1.20 for State contributions and 0.28 per cent for Com-
monwealth contributions.

(iif) As from and including 1985-86 (1986-87 in the case of New South Wales)
the contributions by each State will equal 0.85 per cent of its net debt at
the preceding 30 June and the Commonwealth’s contributions will be 0.28
per cent.

The Financial Agreement amendments also gave effect to the transfer of $1000
million of State debt to the Commonwealth from 30 June 1975 (see page 34 of ‘Pay-
. ments to or for the States and Local Government Authorities 1975-76").

Further details of sinking fund arrangements may be found in the annual reports
of the National Debt Commission.

The following table shows the Commonwealth’s contributions to the sinking fund
on States’ -debts from 1973-74, including estimated contributions to be made in
1977-78:—

TABLE 12—SINKING FUND PAYMENTS UNDER THE FINANCIAL AGREEMENT
: 1973-74 TO 1977-78

($ thousands)

New

South Queens- South Western

Wales - Victoria land  Australia Australia Tasmania Total
1973-714 . . 9675 7195 3844 3896 2 855 2044 29 509
1974-75 . . 10079 7525 4012 4072 2976 2 141 30 805
1975-76¢ . . 9900 7 500 3900 4 000 2 800 2 100 30 200
1976-77 . . 10 506 8 003 4165 3911 2981 2 069 31 635
1977-78 (estimate) 11205 8 535 4442 4171 3180 2207 33740

33



DEFENCE
Housing for Servicemen

Under successive Commonwealth-State Housing Agreements provision was made
from 1956-57 to 1970-71 for certain of the funds advanced annually to the States
for housing to be devoted to the erection of dwellings for serving members of the
Defence Force. (For further details see page 35 of ‘Payments to or for the States and
Local Government Authorities 1975-76.%)

Present arrangements are governed by an agreement reached between the Com-
monwealth and States in 1972 and embodied in the Commonwealth-State Housing
Agreement (Servicemen) 1972. Funds for erection of housing for servicemen in the
States are provided under these arrangements by way of advances repayable over
53 years and attracting an interest rate equal to the long-term bond rate when the
advances are made.

The following table shows the amounts provided to the States since 1973-74 and
estimates for 1977-78 :—

TABLE 13—~ADVANCES FOR HOUSING FOR SERVICEMEN
1973-74 TO 1977-78

($ thousands)

New

South Queens- South Western

Wales Victoria tand  Australia  Australia Tasmania Total
1973-74 . . 4 539 2 691 200 .. 191 145 7 766
1974-75 .. .. 16 350 4192 5200 130 784 - 149 26 805
1975-76 . . 18 005 6 082 7 500 1725 698 160 34170
197677 15 280 4191 12 300 2107 1230 6 35114
1977-78 (estlmate) 10 373 753 13 388 1413 173 .. 26 100

Assistance to State Emergency Services

The Natural Disasters Organisation, which was formally established on 2 July 1974,
is responsible for co-ordinating physical assistance provided by the Commonwealth
(including that provided by the armed services) with the efforts made by State
emergency services and local and voluntary organisations to cope with major
natural disasters.

The Organisation also has the function of supervising the provision of assistance
to State Emergency Services, for the purpose of strengthening those services. Following
is a summary of assistance which is being provided by the Commonwealth:—

(1) grants are made to the States to meet the cost of salaries of an agreed
number of State Emergency Services’ personnel at Division or District
headquarters (this assistance was first provided in 1974-75);

(i) grants are made to subsidise disaster protection—specifically, levee banks,
drains and firebreaks—and to provide depots for emergency service units
at the local level; :
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(iii) under a practice of some years’ standing, capital equipment is provided
to the State organisations. Equipment valued at $1 289 079 was provided
in 1976-77 and the estimated value of equipment to be provided in 1977-78
is $1 367 000;

(iv) the Commonwealth meets the costs of State Government personnel travel-
ling to attend courses at the Civil Defence School at Mt Macedon; and

(v) other forms of assistance are provided from time to time (for example,
$17 606 was paid by the Commonwealth in 1974-75 in respect of the cost
of installing telephones at the Queensland State Disaster Headquarters).

Of these forms of assistance, those summarised as (i) and (ii) above are classified

- as payments to or for the States for purposes of this and other papers; they are both
regarded as being recurrent payments for purposes of this paper. The following
table shows payments made for these purposes and estimated payments in 1977-78:—

TABLE 14—GRANTS FOR STATE EMERGENCY SERVICES

($ thousands)

New
South Queens- South Western
Wales Victoria land  Australia  Australia Tasmania Total
SALARIES OF PERSONNEL
1974-75 188 oo 114 23 325
1975-76 278 119 203 .. 53 653
1976-77 . . 323 220 256 13 67 879
1977-78 (estimate) 375 255 297 . 15 78 1020
PROTECTION AND OTHER WORKS
1975-76 20 .. 66 8 .. .. 94
1976-77 . .32 40 46 5 24 2 149
1977-78 (estimate) 37 47 54 6 28 3 3 175
ToTAL ) )

1974-75 188 .. 114 .. 23 . 325
1975-76 298 119 269 8 .. 53 747
1976-77 . 355 260 302 5 37 69 1028
1977-78 (estimate) 412 302 351 6 43 81 1195

Special Assistance to Exmouth Shire

In January 1975, the Western Australian Government sought assistance towards
the operational costs of the Exmouth Shire, which provides support to the United
States Communications Station at North West Cape.

An amount of $170 500 was paid to Western Australia for the Exmouth Shire
in 1976-77 from Department of Defence appropriations. An amount of $130 000

is being provided against the requirement for further assistance in 1977-78.
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EpucaTioN

Grants to the States for education began with assistance for the recurrent expenditures

of universities in 1951-52. The area of assistance was progressively extended, and the

magnitude of Commonwealth assistance in particular areas has also been increased,

the most notable examples being the assumption by the Commonwealth of full

financial responsibility for tertiary education in 1973-74 (previously expenditure in

this area had been shared between the Commonwealth and State Governments),

and the substantially increased assistance for schools as from 1973-74 and for

technical and further education as from 1974-75. As a result of these various develop-

ments, payments to the States for education have grown rapidly—for example, from
$259.4 million in 1972-73 to $1 669.5 million in 1976-77, and an estimated $1 821.3 .
million in 1977-78.

For details of assistance under the various programs since their inception up to
1975-76 see that year’s edition of this document, pages 37 through 48, 189 through
198 and 216 through 219.

As from 1977 the fixed triennial system of the past has been converted toathree -
year rolling program encompassing the four broad areas of payments to the States
for education—namely for universities, colleges of advanced education, technical
and further education and schools. The rolling program system is designed to provide
flexibility in budgetary formulation and financial management while at the same time
recognising the need for a proper planning framework for the education Com-
missions and the institutions for which they make recommendations; under the three-
year rolling program a firm allocation is ‘determined in the Budget context for the
first year of the period and planning guidelines are given for the second and third
years of the period. There is, however, no firm financial commitment to the latter
two years until each, in turn, becomes ‘Year One’ of the rolling program.

Cost supplementation arrangements for the four areas of assistance have also
been changed. It is intended that supplementation now relating to both recurrent
and capital costs will be confined, after 1977, to the wages and salaries component of
recurrent programs, including the fees reimbursement component in the technical
and further education assistance. This variation reflects in part a more favourable
tendering climate for capital projects.

However, because the respective Commissions will not report until after the
Budget it is not possible to give precise estimates, for the four areas of assistance,
of total grants in 1977-78 including amounts to allow for cost increases beyond 30
June 1977.

The figures in respect of the four areas for 1977-78 given in Tables 15 through 18
below are therefore generally on the basis of estimated June 1977 cost levels and there
will be additions to the amounts shown in those tables on account of cost supple-
mentation. An amount of $75 million has been allowed for in the budget figures in
respect of cost supplementation for the four areas of assistance concerned. This is
a broadly determined figure and it is not possible to give a break-down of it as between
the areas of assistance concerned; for purposes of this document, however, an
arbitrary allocation of $60 million to recurrent grants and $15 million to capital
grants has been made and this has been allocated between States in proportion to
recurrent and capital grants for education respectively.
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Tertiary Education

The Tertiary Education Commission Act 1977 established the Tertiary Education
Commission as a replacement for the three former Commissions—the Universities
Commission, the Commission on Advanced Education and the Technical and Further
Education Commission. The areas with which these former Commissions were
concerned are now dealt with by separate Councils within the new Commission,
which has the object of promoting balanced and co-ordinated development of ter-
tiary education throughout Australia. In particular, the programs of assistance to
the States towards these areas are administered by the Commission.

As indicated above, the Government’s decisions on the 1977 programs were taken
in accordance with the new rolling program arrangements. The assistance to the
States for that year was authorised under the States Grants (Universities Assistance)
Act 1976, the States Grants (Advanced Education Assistance) Act 1976 and the States
Grants (Technical and Further Education Assistance) Act 1976.

In June 1977 the Government announced, for the next three-year rolling period,
base levels of expenditure for 1978 (i.e. before allowances for cost increases during
the year), and planning guidelines for the years 1979 and 1980.

Briefly, the base levels of expenditure in 1978 on universities and colleges of
advanced education are to be maintained at the same real levels as for 1977, and
the base level of expenditure on technical and further education is to increase by
10 per cent in real terms in 1978. By way of planning guidance, 2 per cent real growth
in the base levels of expenditure was set for each of the years 1979 and 1980 for the
tertiary area as a whole. These percentages relate to the total programs which are .
the subject of recommendations by the Commission. In the case of universities and
colleges of advanced education these programs relate to institutions in the Territories
as well as the States but in the case of technical and further education they relate to
the States only.

Universities

Assistance to the States for the recurrent expenditures of universities dates from
1951-52; in 1957-58 assistance was first given for expenditure on capital programs.
In 1973-74 the Commonwealth assumed full financial responsibility in this area.

On the basis of the guidelines noted above, the program of financial assistance to
the States for universities in 1978 amounts to $587.9 million at estimated June 1977
prices. The allocation for 1977-78 is $600.2 million, again at estimated June 1977
prices. -

37



The following table shows grants to the States for universities since 1973-74, and
the estimated grants for 1977-78 at estimated June 1977 prices:—

TABLE 15—GRANTS FOR UNIVERSITIES
($ thousands)

New
South Queens- South  Western
Wales  Victoria land -Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 79 572 53 468 26 169 19 808 14 610 6415 200042
1974-75 . . . 149 997 99 798 49 876 38 067 27978 12274 377990
1975-76 . . . 168 831 110717 57 185 43 107 32 891 13658 426 389
1976-77 . 207 367 139414 73 483 53 506 43218 16 427 533 415
1977-78 (estlmate)(a) . 219 600 151 800 77 200 56 500 45 800 17400 568 300
CAPITAL
1973-74 . . . 16 889 14 128 5624 7050 4 581 694 48 966
1974-75 . . . 22 526 17 330 9 821 7 320 7714 1279 65 990
1975-76 . . . 21 754 9516 6453 3421 5094 2 589 48 827
1976-77 . 9818 5808 7 581 3921 7 398 573 35 100
1977-78 (estlmate)(a) . 7 100 6 700 5000 3 500 9200 400 31 900
ToraL

1973-74 . . . 96 461 67 596 31793 26 858 19 191 7109 249008
1974-75 . . . 172 523 117 128 59 697 45 387 35692 13553 443980
1975-76 . . . 190 585 120233 63 638 46 528 37985 16247 475216
1976-77 . .217185 145 222 81 064 57 427 50616 17000 568 515
1977-78 (esnmate)(a) . 226 700 158 500 82200 60 000 55 000 17 800 600 200

(a) Estimates only. Final amounts will be determined following recommendations of the Tertiary
Education Commission to the Government on grants for 1978. In addition, the estimates shown do
not include amounts to be paid on account of cost supplementation; see final paragraph on p.36.

Colleges of Advanced Education (including Teachers Colleges)

Grants to the States for colleges of advanced education began in March 1965 when
the Commonwealth agreed, as an interim measure, to pay capital grants to
the States for colleges of advanced education during the remainder of the 1964-66
period. From the start of the 1967-69 triennium, assistance was extended to
recurrent grants for such colleges. Grants to the States have been made since 1967-68
for teachers colleges and since 1968-69 for pre-school teachers colleges. Prior to
July 1973 these grants were provided under separate programs, but since then they
have been absorbed into the program of grants for colleges of advanced education.

On the basis of the guidelines noted above, the program of financial assistance
to the States for collegés of advanced education in 1978 amounts to $445.1 million
at estimated June 1977 prices. The allocation for 1977-78 is $452.6 million, again
at estimated June 1977 prices.
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The following table shows grants to the States for colleges since 1973-74, and
the estimated grants for 1977-78 at estimated June 1977 prices:—

TABLE 16—GRANTS FOR COLLEGES OF ADVANCED EDUCATION
AND TEACHERS COLLEGES

($ thousands)

New
South Queens- South  Western
Wales Victoria land Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 28 935 46 711 14 438 135i8 17 247 3959 124 808
1974-75 . . . 62 122 86119 27230 24 531 32 359 6 888 239 249
1975-76 . . . 69 089 111 307 33999 28 838 36 522 7011 286 766
1976-77 . 90 831 135 960 48 962 38 221 46 242 8678 368 894
1977-78 (esnmate)(a) . 94 500 135900 - 53500 40 000 46 200 8800 378 900
CAPITAL
1973-74 . . . 7 644 13 680 5078 6 196 7222 292 40 112
1974-75 . . . 41197 32452 13 438 12 579 7 281 2 969 109 916
1975-76 = . . . 23716 34313 9 181 6 886 7 344 5313 86 753
1976-77 . 27 200 25971 14 630 4276 5074 404 77 555
1977-78 (esumate)(a) . 21 500 28 300 9100 7 900 5 300 1 600 73 700
ToTtaL

1973-74 . . . 36579 60 391 19 516 19714 24 469 4251 164 920
1974-75 . . . 103 319 118 571 40 668 37110 39 640 9 857 349 165
1975-76 . . . 92 805 145 620 43180 35724 43 866 12 324 373519
1976-77 . 118 031 161 931 63 592 42 497 51316 - 9082 446 449
1977-78 (esumate) ) . 116 000 164 200 62 600 47 900 51 500 10400 452600

(a) Estimates only. Final amounts will be determined following recommendations of the Tertiary
Education Commission to the Government on grants for 1978. In addition, the estimates shown do
not include amounts to be paid on account of cost supplementation; see final paragraph on p. 36.

Technical and Further Education

Assistance to the States for technical and further education was first provided in
1964—65, and for the biennium to June 1976 was provided under a Commonwealth
program of $100 million. That program, later extended to December 1976 and
increased to $131 million, was directed towards enhancing the quality and extending
the availability of technical and further education.

Grants to the States under the technical and further education program are made
on the understanding that the States do not reduce the levels of activity financed
from their own resources.

On the basis of the guidelines noted above, the program of financial assistance to
the States for 1978 determined by the Government amounts to $94.4 million at
estimated June 1977 prices. The allocation for 1977-78 is $86.2 million, again at
estimated June 1977 prices.
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The tollowing table shows grants to the States for technical and further education
since 1973-74, and the estimated grants for 1977-78 at estimated June 1977 prices:—

TABLE 17—GRANTS FOR TECHNICAL AND FURTHER EDUCATION
($ thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 5801 1772 715 889 974 117 10 268
1974-75 . . . 10333 6794 2262 2639 2168 426 24 622
1975-76 . . . 17 652 9653 4643 3770 3322 1087 40 127
1976-77 . . . 16714 13 866 4537 4502 3 606 969 44 194
1977-78 (estimate)(a) . 17 900 11 600 4 800 4 800 4 500 1300 44 900
CAPITAL
1973-74 . . . 6873 5 500 1 945 2063 1311t 689 18 381
1974-75 . . . 5859 6585 4073 2 800 587 471 20 375
1975-76 . . . 8919 7376 3334 1208 2876 887 24 600
1976-77 . . . 12 262 9333 4439 2 320 3690 1 665 33 708
1977-78 (estimate)a) . 14 700 11100 7 300 3600 2 800 1 800 41 300
ToTtaL

1973-74 . . . 12674 7272 2 660 2952 2285 806 28 649
1974-75 . . . 16192 13379 6335 5439 2755 897 44 997
1975-76 . . . 26 571 17 029 7977 4978 6198 1974 64 727
1976-77 . . . 28976 23 199 8976 6 822 7296 2634 77 902
1977-78 (estimate)(a)’ . 32 600 22 700 12 100 8 400 7 300 3100 86 200

(a) Estimates only. Final amounts will be determined following recommendations of the Tertiary
Education Commission to the Government on grants for 1978. In addition, the estimates shown do
not include amounts to be paid on account of cost supplementation; see final paragraph on p. 36.

Schools

The Commonwealth has been providing assistance for schools in the States since
1964-65 when it provided grants for science laboratories and equipment. The range
of assistance was progressively extended and by 1975--76 it was providing grants for
both government and non-government schools in a number of categories: general
recurrent grants, general building grants and grants for science laboratories and
equipment, primary and secondary school libraries, schools for handicapped children,
disadvantaged schools, migrant children, teacher development, innovatory projects
and information programs.

Programs of assistance to the States for schools are administered by the Schools
Commission, established by the Schools Commission Act 1973.

The three-year rolling program arrangements apply also to schools in the States
as from 1977. Under these arrangements a total of $595.0 million (at estimated June
1977 prices) is expected to be provided in 1978 as the base program of assistance to
the States for schools. This represents the same amount in real terms as the approved
program for 1977.

Planning guidance provided for schools in the States for 1979 and 1980 under the
rolling program planning arrangement is based on a | per cent per annum growth in
base levels of expenditure in real terms. The Schools Commission has been requested
to present a Report for the 1978-80 period based on the allocation for 1978 and the
planning guidelines for 1979 and 1980.
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The following table shows grants to the States for schools since 1973-74, and the
estimated grants for 1977-78 at estimated June 1977 prices:—

TABLE 18—GRANTS FOR GOVERNMENT AND NON-GOVERNMENT SCHOOLS—
1973-74 TO 1977-78

($ thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 28 147 29 125 13578 6 464 6 389 1958 85 661
1974-75 . . . 84 749 72113 35 604 19 017 17 184 5912 234579
1975-76 . . . 125395 100 354 46 162 27 452 23 194 9327 331885
1976-77 . . . 151153 134939 56 058 35038 33 521 11049 421758
1977-78 (estimate)(a) . 159 522 130 227 55 880 35621 33456 11291 425997
CAPITAL
1973-74 . . . 30208 18 01t 8 990 9430 6810 2 527 75976
1974-75 . . . 71707 58 652 27 970 19 159 15789 6 091 199 368
1975-76 . . . 45 886 49 285 22 363 11 056 10 564 4477 143 631
1976-77 . . . 48683 45056 28 090 14 672 6999 4 266 147 766
1977-78 (estimate)(a) . 59 998 48019 30914 15995 14 066 5087 174 079
TorAaL

1973-74 . . . 58 355 47 136 22 568 15894 13199 4485 161 637
1974-75 . . . 156 456 130 765 63 574 38176 32973 12003 433947
'1975-76 . . . 171 281 149 639 68 525 38 508 33758 13804 475516
1976-77 . . . 199 836 179 995 84 148 49 710 40 520 15315 569 524
1977-78 (estimate)(a) . 219 520 178 246 86 794 51616 47 522 16378 600 076

(a) Estimates only. Final amounts will be determined following recommendations of the Schools Com-
mission to the Government on grants for 1978. In addition, the estimates shown do not include
amounts to be paid on account of cost supplementation; see final paragraph on p. 36.

Child Migrant Education

Grants are provided by the Commonwealth to the States for child migrant education
in schools. Until January 1976, they were made available under the Immigration
(Education) Act 1971. Since then almost all of the program of assistance has been
subsumed within the general recurrent grants programs administered by the Schools
Commission (see above). Grants under the Immigration (Education) Act are now only
provided for the purpose of initial special instruction of refugee children who arrive
during the course of a school year, and for the purchase of materials. (In addition, for
the period 1973-74 to 1976-77, grants were also made to the States under the Act for
the construction of portable supplementary classrooms to accommodate the increased
number of students needing special language instruction in government and non-
government schools.) ‘ '

Financial assistance is also provided to the States to reimburse them for the costs
of certain adult migrant education services. These are regarded as payments for
services rendered and are not, therefore, classified as payments to the States.
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The following table shows grants paid to the States for child migrant education,
other than under the Schools Commission program, since 1973-74 and estimates for
1977-78 :—

TABLE 19—GRANTS FOR CHILD MIGRANT EDUCATION (OTHER THAN
UNDER THE SCHOOLS COMMISSION PROGRAM)(a)

($ thousands)

New
South Queens- South  Western .
Wales  Victoria land Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 2238 2732 165 587 157 135 6014
1974-75 . . . 3 890 4482 255 810 229 179 9 845
1975-76 . . . 2720 3559 195 514 233 149 7371
1976-77 . . 67 46 2 22 2. 2 140
1977-78 (estlmate)(b) . 42 2 .. 16 .. .. 60
CAPITAL
1973-74 . . . 90 550 50 165 100 40 995
1974-75 . . . 475 709 106 92 89 6 1478
1975-76 . . . 405 943 3 275 -9 45 1670
1976-77 . . . 2 5 .. 31 R .. 39
ToraL

1 1973-74 . . . 2 328 3282 215 752 257 175 7 009
1974-75 . . . 4 365 5191 361 902 318 185 11323
1975-76 - . . . 3125 4 502 206 789 224 194 9 041
1976-77 . 69 51 2 53 2 2 179
1977-78 (estlmate)(b) . 42 ) 2 .. 16 .. .. 60

(a) Payments under the Schools Commission program, commencing in January 1976, are included in
the overall figures shown in Table 18.
(h) Preliminary estimates only.

FEducational Research

Grants to the States for the purpose of educational research are made under the
Education Research Act 1970. For this purpose, the Education Research and Develop-
ment Committee advises the Minister for Education on priorities in educational
research, makes recommendations on allocations of financial support of educational
research projects proposed to it and commissions research. The Committee is also
required to advise the Minister on any other means for the improvement of educational
research, its development and the application of results in Australia.

$900 000 has been approved under the Act for 1977-78 and, of this, it is estimated
that $725 000 will be made available to the States on the recommendations of the
Committee.

Under the Act payments are also being made to the States for research commis-
sioned by the Minister for Education. In addition, grants are provided for fellowships
tenable overseas, and payments are made in the Australian Capital Territory. These
payments are in addition to the activities of the Education Research and Development
Committee.
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The following table shows grants to the States for educational research since
1973-74 and estimated grants in 1977-78:—

TABLE 20—GRANTS FOR RECURRENT EXPENDITURES ON EDUCATIONAL RESEARCH
($ thousands)

New

South Queens- South  Western

Wales  Victoria land Australia Australia Tasmania Total
1973-74. .. . 97 142 109 18 26 14 406
1974-75. . . . 151 227 296 58 X 21 786
1975-76. . . . 253 431 . 190 116 59 14 1 062
1976-77. . . . 259 314 216 139 70 14 1012
1977-78 (estimate)(a) . 225 270 175 110 57 13 850

(a) Preliminary estimates only.
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HEALTH

The Commonwealth has been providing assistance to the States for health services
and facilities since 1949-50, when it began providing grants for the control of
tuberculosis. Grants of relatively minor amounts have also been made for blood
transfusion services since 1953-54, for the disposal of ships’ garbage since 1966-67
and for nursing homes and certain health education services since 1970-71.

In recent years, however, the level and extent of Commonwealth assistance to the
States for health have increased dramatically, with a number of new continuing
programs being initiated. The most significant of these is the Medibank scheme for
sharing net operating costs of recognised hospitals in the States.

: Payments to the States for health purposes have consequently risen rapidly—
from $21.0 million in 1972-73 to $852.7 million in 1976-77. The estimated pay-
ments in 1977-78 are $1114.2 million.

Health Insurance Program (‘Medibank’)

Section 30 of the Health Insurance Act 1973 authorised the Commonwealth to enter
into agreements with State Governments ‘for the provision of hospital services’ by
the States.

South Australia and Tasmania entered into such agreements with effect from
1 July 1975, Victoria and Western Australia from 1 August 1975, Queensland from
1 September 1975 and New South Wales from 1 October 1975.

Under these arrangements, the States provided free standard ward public hospital
treatment without means test and free public hospital outpatient services. There were
agreed arrangements in respect of charges in wards other than standard wards.

In very much abbreviated terms, the agreements provided that the Common-
wealth meet 50 per cent of the net recurrent costs of hospitals referred to as
‘recognised’ hospitals in the agreements.

Payments under the agreements were suspended in May 1976 following legal advice
that the agreements were invalid. Up to that date, the Commonwealth had already
made payments totalling $575.2 million.

As an interim measure, until new cost-sharing arrangements were negotiated with
the States as part of the new health insurance arrangements that were to apply from
1 October 1976, the States Grants (Hospital Operating Costs) Act 1976 authorised the
payment of up to $315 million to the States to meet 50 per cent of net operating costs
of hospitals incurred before 1 October 1976. Of this amount, $294.5 million was paid
to the States in 1975-76 to meet the estimated payments that would have been made
to the States from 25 May to 30 September 1976 had the former agreements not been
declared invalid. It was estimated that $215.6 million of that amount would have
been paid in ordinary circumstances in 1976-77.

New cost-sharing arrangements under the Health Insurance Act 1973 were
negotiated with the States and became effective on 1 October 1976. Apart from revi-
sions to relevant charges and to conditions in respect of free hospital treatment, the
main change from the previous arrangements was that the Commonwealth is now to
meet 50 per cent of budgets as approved by the Commonwealth and State Health
Ministers.
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The following table shows payments made to the States in 1975-76 and 1976-77
under both the Health Insurance Act and the States Grants (Hospital Operating
Costs) Act taken together and estimated payments to be made in 1977-78 under
Health Insurance Act 1973.—

TABLE 21—PAYMENTS FOR RECURRENT COSTS OF STATE PUBLIC HOSPITALS
($ thousands)

New
South Queens- South  Western
Wales Victoria land Australia Australia Tasmania Total
1975-76. . . . 317177 229570 102 820 92 367 96745 31 000 869 679(a)
1976-77. . . . 234399 149 903 82 883 69 394 74 674 18918 630171
1977-78 (estimate)(b) . 357000 224 000 125 000 96 000 109000 31000 942 000

(a) Includes prepayments of $215.6 million; see above.

(h) Hospital budgets for 1977-78 have not yet been approved under the Commonwealth/State hospital
cost-sharing agreements; the estimates shown are therefore tentative and imply no commitment as
to the amounts to be paid by the Commonwealth, either in total or to individual States.

Hospitals Development Program

The Commonwealth is continuing to provide assistance to the States under the
Hospitals Development Program. It is intended that $50 million will be made available
to the States in 1977-78.

The program provides Commonwealth assistance towards an approved program
of construction of public hospitals, mental hospital facilities, public nursing homes
and health hostels.

The following table shows grants made for these purposes since the program’s
inception in 1973-74 and estimated grants in 1977-78:—

TABLE 22—CAPITAL GRANTS FOR DEVELOPMENT OF PUBLIC HOSPITALS
AND OTHER HEALTH INSTITUTIONS

($ thousands)

New

South Queens- South  Western

Wales  Victoria land Australia Australia Tasmania Total
1973-74 . . . 689 150 250 441 695 140 2.365
1974-75 . . . 8830 7330 5084 3236 4 326 1500 30 306
1975-76 . . . 37 700 27 280 15280 12 900 11 900 2 090 107 150
1976-77 . . . 36 000 27 000 17 000 13 000 12 000 3000 108 000
1977-78 (estimate) . . 15810 11 800 7130 5120 4 680 5460 50 000

Nursing Homes

From 1969-70 to 1974-75, financial assistance was provided to the States under the

States Grants (Nursing Homes) Act 1969 towards the construction of approved
nursing homes wholly or mainly for aged persons of limited means.

Because of an urgent need for additional public nursing home accommodation in
Brisbane, a grant of $1 725000 on a $! for $1 basis, was made available to Queens-
land in 1975 towards the cost of stage 2 of the Wynnum public nursing home. The
final payment of $652 000 under these special arrangements was made in 1976-77.
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Annual payments from 1973-74 to 1976-77 are given in Appendix V.

Community Health Facilities and Services

The Government is continuing to provide grants in 1977-78 to the States and other
eligible organisations under the Community Health Program which commenced in
1973. .

From [ July 1977, the Commonwealth will meet 50 per cent of new capital and
75 per cent of operating costs of projects instead of 75 per cent of capital costs and
90 per cent of operating costs. The 75 per cent capital subsidy will continue for pro-
jects started before 30 June 1977. In addition to the above arrangements, the Com-
monwealth meets the full cost of those community health projects that have an
Australia-wide application.

Grants were also paid to the States under the Mental Health and Related Services
Assistance Act 1973, for the period 1973-74 to 1975-76. Assistance for projects
encompassed by that Act has since been subsumed within the Community Health
Program.

The following table shows payments that have been made to the States under both
programs taken together since 1973-74 and estimated payments in 1977-78:—

TABLE 23—GRANTS FOR COMMUNITY HEALTH FACILITIES
($ thousands)

New
South Queens- South  Western
Wales  Victoria Jand Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 1 808 i 462 734 597 548 121 5270
1974-75 . . . 9 371 2 883 1 891 820 697 528 16 190
1975-76 . . . 19 284 7712 3643 1976 1738 1265 35618
1976-77 . . . 25 606 11 355 4797 3720 2916 2038 50432
1977-78 (estimate) . R 28 852 14 985 - 6935 ‘4 683 4425 2490 62 370
CAPITAL
1973-74 . . . 3616 2924 1 468 1195 1 096 242 10 541
1974-75 . . . 4916 2093 1282 1597 3306 498 13 692
1975-76 . . . 5146 3151 1778 1 864 1139 689 13767
1976-77 . . . 3328 3 660 2 805 980 2 780 561 14114
1977-78 (estimate) . . 3207 3 662 1125 673 1933 330 10930
ToraL

1973-74 . . . 5424 4 386 2202 1792 1 644 363 15811
1974-75 . . . 14 287 4976 3173 2417 4003 1026 29 882
1975-76 . . . 24 430 10 863 5421 3840 2877 1954 49 385
1976-77 . . . 28934 15015 7602 4700 5696 2 599 64 546
1977-78 (estimate) . . 32059 18 647 8 060 5356 6358 2 820 73 300

Tuberculosis Control

Under the Tuberculosis Act 1948, the States were reimbursed from 1949-50 for
approved expenditures they incurred in the diagnosis, treatment and control of
tuberculosis. The incidence of tuberculosis has been brought under control in Aus-
tralia and Commonwealth assistance under this program ceased as from 31 December
1976. (Costs incurred by recognised hospitals in treating tuberculosis patients were
subsumed within the Medibank hospital arrangements.)
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The following table shows payments from 1973-74 and estimated payments in
1977-78. (This estimate provides for expected final payments to certain States to
meet commitments entered into prior to 31 December 1976.)

TABLE 24—GRANTS FOR TUBERCULOSIS CONTROL
(8 thousands)

New
South Queens- -South  Western
Wales  Victoria land Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 3347 3628 2247 988 785 252 11247
1974-75 . . . 3923 4128 2979 1114 992 434 13570
1975-76 . . . 3030 4 604 1822 685 647 548 11335
1976-77 . . . 390 3277 1253 498 648 592 6 659
1977-78 (estimate) . . 1773 . 667 39 . .. 2 479
CAPITAL '
1973-74 . . . 22 .. 22 395 .. 2 441
1974-75 . . . 34 10 56 31 .. .. 131
1975-76 . . . . 2- 2 203 30 . 4 24
1976-77 . . . 15 .. 109 .. .. .. 125
1977-78 (estimate) . .. .. .. .. ..
ToTtaL

197374 . . . 3369 3628 2269 1383 785 254 11688
1974-75 . . . 3957 4138 3035 1145 992 434 13 701
1975-76 . . . 3032 4 606 2025 714 647 55t 11575
1976-77 . . . 405 3277 1362 498 648 592 6784
1977-78 (estimate) . . 1773 .. 667 39 .. .. 2479

School Dental Scheme

The Commonwealth has been co-operating with the States since 1973 in an Australia-
wide School Dental Service for all primary school children.

The State Governments are responsible for administering the scheme. Until
1975-76, the Commonwealth met the full capital and operating costs of training
facilities for dental therapists, as well as the full capital costs and 75 per cent of
operating costs of school dental clinics. Since then these arrangements have been
revised and, as from 1 July 1977, the Commonwealth is to meet 75 per cent of the
capital costs of new facilities. Capital facilities commenced before that date will
continue to be funded 90 per cent by the Commonwealth under arrangements made
in 1976-77. Also from 1 July 1977, the Commonwealth will meet 75 per cent of the
operating costs of training facilities and 50 per cent of the operating costs of clinics.
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The amounts paid to the States under the scheme since its commencement in 1973-74
and the estimated payments for 1977-78 are shown in the following table:—

TABLE 25—GRANTS FOR SCHOOL DENTAL SCHEME
(8 thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 658 550 278 1 066 391 818 3761
1974-75 . . . 979 916 629 [ 700 758 1239 6221
1975-76 . . . 1 845 1 351 998 2 549 2271 1547 10 561
1976-77 . . . 3589 1 891 2026 3099 2 654 1475 14 733
1977-78 (estimate) . . 3134 2 646 2 768 2950 3091 1429 16 018
CAPITAL
1973-74 . . . 685 794 192 895 661 549 3776
1974-75 . . . 3214 3181 2 352 2247 1 309 69 12 372
1975-76 . . . 2115 2 044 5299 825 2 855 317 13 455
1976-77 . . . 2191 1711 1 896 830 935 132 7 695
1977-78 (estimate) . . 1 800 1239 3 600 707 890 229 8 465
ToraL

1973-74 . . . 1343 1 344 470 1961 1052 1367 7537
1974-75 . . . 4193 4 097 2981 3947 2 067 1308 18 593
1975-76 . . . 3961 3395 6297 3373 5126 1864 24016
1976-77 . . . 5780 3602 3922 3929 3589 1 607 22 428
1977-78 (estimate) . . 4934 3 885 6 368 3657 3981 1 658 24 483

Health Education Campaigns

Subject to an assessment of its effectiveness, the Commonwealth will continue to
sponsor, in conjunction with the States, the National Drug Education Program.
Funds have been provided to support State and national projects of drug education
since 1970-71. It is estimated that $750 000 will be made available to the States for
this purpose in 1977-78.

Grants to the States for health education campaigns between 1972-73 and 1975-76
also include expenditure relating to a five-year program of national anti-smoking
education which ceased in the latter year. The grants made to the States under both
programs since 1973-74 and the estimated grants for drug education in 1977-78 are
shown in the following table:—

TABLE 26—GRANTS FOR HEALTH EDUCATION CAMPAIGNS
(S thousands)

New

South Queens- South  Western

Wales  Victoria land Australia Australia Tasmania Total
1973-74 . . . 227 125 155 76 99 60 742
1974-75 . . . 284 174 118 88 106 64 834
1975-76 . . . 222 160 132 69 88 23 695
1976-77 . . . 212 151 116 66 85 46 675
1977-78 (estimate) . . 231 165 142 72 90 50 750
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Blood Transfusion Service

Grants have been made to the States since 1953-54 for the purpose of assisting Blood
Transfusion Services conducted by the Australian Red Cross Society.

Since 1973-74 the annual operating costs of the Services in the States have been
met with the Commonwealth agreeing to reimburse each State 35 per cent of the
Society’s costs, conditional upon the State meeting, in the first place, 95 per cent of
those costs. It was agreed in 1975-76 that approved capital expenditure for the
Services be shared between the Commonwealth and the States on a §1 for $1 basis.

The basis of the Commonwealth’s contribution changed from the beginning of
1976-77 so that the Society’s contribution, within each State Division, is the lower
of 5 per cent of operating costs or 10 per cent of the previous year’s income from
donations. Any reduction in the Society’s previous share is taken up by the Common-
wealth. Approved capital costs in the States will continue to be shared equally by
the Commonwealth and the States.

Grants paid since 1973-74 and estimates for 1977-78 are shown in the following
table:—

TABLE 27—GRANTS FOR EXPENDITURES ON BLOOD TRANSFUSION SERVICES
(8 thousands)

New
South Queens- South  Western
Wales  Victoria land Australia - Australia Tasmania Total
RECURRENT
1973-74 . . . 588 506 304 252 183 37 1870
1974-75 . . . . 590 642 416 365 358 57 2428
1975-76 . . . 1357 1 009 547 567 330 94 3905
1976-77 . . . 1471 1303 680 494 436 108 4 492
1977-78 (estimate) . . 1620 1513 750 527 467 123 5 000
CAPITAL
- 1975-76 34 75. 29 6 12 5 160
1976-77 . 15 53 6 17 23 5 118
1977-78 (estimate) . 150 975 37 23 43 2 1231
TotaL
1973-74 588 506 304 252 183 37 1 870
1974-75 590 642 416 365 358 57 2428
1975-76 1391 1 084 576 573 342 99 4 065
1976-77 . . . 1486 1356 686 511 459 113 4610
1977-78 (estimate) . . 1770 2488 787 550 510 125 6231

Health Planning Agencies

The Government will continue to provide grants in 1977-78 for the support of State
health planning agencies. Payment of grants for this purpose commenced in 1973-74.
As in previous years, these grants will be provided to the States on a $2 for $1 basis.
The grants will be paid by the Hospitals and Health Services Commission out of funds
allocated to it from the Budget.
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Grants to the States under this program since its inception and estimates in
1977-78 are shown in the following table:—

TABLE 28—GRANTS FOR RECURRENT EXPENDITURES BY HEALTH PLANNING
AGENCIES

($ thousands)

New

South Queens- South  Western

Wales  Victoria land Australia Australia Tasmania Total
1973-74 . . . 180 .. 65 50 81 .. 376
1974-75 . . . 116 52 53 87 127 .. 435
1975-76 . . . 200 20 70 75 110 25 500
1976-77 . . . 230 24 84 62 120 40 560
1977-78 (estimate) . . 230 24 84 62 120 40 560

Home Dialysis Scheme

From 1974-75 to 1976-77 the Commonweaith made available, through State public
hospitals, home dialysis equipment and supplies to all who needed them. The scheme
was absorbed within the Medibank hospital cost-sharing arrangements from 1 October
1976 and costs are now shared equally with the States.

The following table shows the grants that have been made under the home dialysis
scheme since its inception in 1974-75 and estimated grants in 1977-78. (This estimate
provides for expected final payments to the States to meet commitments entered into
prior to 1 October 1976.)

TABLE 29—GRANTS FOR THE PROVISION OF HOME DIALYSIS SUPPLIES AND
EQUIPMENT

($ thousands)

New -

South Queens- South  Western

Wales  Victoria land Australia . Australia Tasmania Total
1974-75 . . . 75 140 30 30 30 5 310
1975-76 . . . 187 29 48 40 23 .. 327
1976-71 . . . 801 760 169 122 73 35 1 960
1977-78 (estimate) . . 15 20 3 5 5 2 50

Control of Encephalitis

Following the outbreak of Australian Encephalitis (formerly known as Murray
Valley Encephalitis) early in 1974, the Commonwealth has provided funds to New
South Wales, Victoria and South Australia to assist in a mosquito eradication cam-
paign along the Murray Valley Basin. The Government has decided to continue
providing funds in 1977-78 to control the disease, not only for mosquito abatement
programs, but also for co-ordination, research and teaching purposes.
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Grants paid to the States under these arrangements and estimated grants in 1977-78
are set out in the following table:—

TABLE 30—GRANTS FOR THE CONTROL OF AUSTRALIAN ENCEPHALITIS
($ thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
1974-75 . . L 16 120 .. 15 .. .. 151
1975-76 . . 3 55 .. .. .. .. 58
1976-77 . . . 8 34 .. 14 .. .. 56
1977-78 (estimate) . 8 73 . 14 .. .. 92

Disposal of Ships' Garbage

Financial assistance has been made available to each State for the provision of
facilities for the disposal of overseas ships’ garbage with a view to improving existing
measures against the entry of exotic diseases into Australia. The Commonwealth
met the full capital cost of incinerators and ancillary structures and half the cost of
access roads, excluding land costs, at selected ports. The cost of maintaining and
operating the incinerators and transporting garbage was, however, met by the States.
These arrangements are currently under review. Annual grants from 1973-74 to
1976-77 are given in Appendix V.

High Security Quarantine Units

To meet the threat of new types of human quarantineable diseases, the Common-
wealth proposes to establish a national high security quarantine unit at the Fairfield
Infectious Diseases Hospital, Victoria. The cost of constructing the unit, estimated
to be $910 000 in 1977-78, is to be met in full by the Commonwealth.
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SocCIAL SECURITY AND WELFARE
Welfare Services for the Aged

Under two Acts effective from June 1969—the States Grants (Home Care) Act 1969
and the Srates Grants (Paramedical Services) Act 1969—the Commonwealth is making
grants to the States for certain services provided wholly or mainly to aged persons—
specifically for home care services, senior citizens centres and paramedical services.

Home Care Services

Under the States Grants (Home Care) Act 1969 the Commonwealth shares with par-
ticipating States the cost of approved house-keeping or other domestic assistance
provided wholly or mainly for aged persons in their homes. Until July 1973 the
Commonwealth’s grants were on a $1 for §1 basis with the States, but they have
been on a $2 for $1 basis since then. Grants provided for this purpose from 1973-74
and estimates for 1977-78 are shown in the following table:—

TABLE 31—GRANTS FOR HOME CARE SERVICES
($ thousands)

New

South Queens- South  Western

Wales ° Victoria land Australia Australia Tasmania Total
1973-74 . . . 296 370 312 169 23 49 1218
1974-75 . . . 611 441 1245 563 116 124 3100
1975-76 . . . 717 2178 1693 653 87 340 5668
1976-77 . . . 1567 2018 1990 904 57 355 6 891
1977-78 (estimate) . . 1 600 2297 3273 1265 65 800 9 300

Senior Citizens Centres

Under the States Grants (Home Care) Act 1969, the Commonwealth also shares with
participating States up to a maximum of two-thirds of the capital cost of approved
senior citizens centres and the cost of the salaries of welfare officers emplioyed by such
centres. The basis of sharing capital costs with the States was altered in August
1973, from a $§1 for $1 basis up to one-third of the capital cost to a $2 for $1 basis
up to two-thirds of the capital cost. :

52



Grants provided for this purpose since 1973-74 and estimates for 1977-78 are
shown in the following table:—

TABLE 32—GRANTS FOR SENIOR CITIZENS CENTRES
($ thousands)

New
South Queens- South  Western
. Wales  Victoria Jland Australia Australia Tasmania Total
RECURRENT
1973-74 . . . 4 36 18 2 15 .. 74
1974-75 . . . 226 ‘51 11 16 15 .. 319
1975-76 . . . 369 222 .. 30 27 .. 648
1976-77 . . . 253 293 37 "3l 56 .. 670
1977-78 (estimate) . . 329 414 24 76 57 .. 900
CAPITAL : '
1973-74 . . . 242 163 55 55 123 13 651
1974-75 . . . 349 150 153 363 28 154 1197
1975-76 . . . 964 1292 392 566 344 3 3 561
1976-77 . . . 891 1571 916 212 407 .. 3997
1977-78 (estimate) . . 1052 1605 568 275 349 151 4 000
ToTAL

1973-74 . . . 245 198 72 57 138 13 725
1974-75 . . . 575 201 164 379 43 154 1516
1975-76 . . . 1333 1514 392 596 371 3 4209
1976-77 . . . 1144 1864 953 243 463 . 4 667
1977-78 (estimate) . . 1381 2019 592 351 406 151 4 900

Paramedical Services
The Commonwealth shares on a $1 for $1 basis with participating States the cost of
approved paramedical services, such as chiropody, occupational therapy, physio-
therapy and speech therapy, provided wholly or mainly for aged persons in their
homes. All States have indicated their willingness to participate, but to date only
Victoria, South Australia and Tasmania have provided paramedical services in
circumstances which qualify for assistance under the arrangement. Grants up to
specified amounts are made in the first instance through the States Grants (Para-
medical Services) Act 1969. However, where a State has an approved requirement for
funds in excess of the limits prescribed by that Act, provision may be made for a
supplementary grant through an Appropriation Act.

Annual figures of grants paid to the States for paramedical services since 1973-74
and estimates for 1977-78 are shown in the following table:—

TABLE 33—GRANTS FOR PARAMEDICAL SERVICES
($ thousands)

New

South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
1973-74 . . . .. 131 .. 30 .. 3 " 164
1974-75 . . .. 242 .. 112 . 8 362
1975-76 . . . .. 233 .. 167 .. 10 410
1976-77 . . . .. 263 .. 272 .. 15 550
.. 281 .. 283 .. 18 582

1977-78 (estimate) .
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.Dwellings for Pensioners

Since 1969-70 the Commonwealth has made grants to the States for the purpose of
providing self-contained dwelling units at reasonable rentals to be let to single persons
who were receiving an aged pension or a Service pension by reason of age and who
were eligible for supplementary assistance. The grants were apportioned among the

States according to the numbers of aged pensioners receiving supplementary assistance
in 1969.

The States Grants (Dwellings for Pensioners) Act 1974 continued the scheme but
with the eligibility conditions widened to include single invalid and Class B widow
pensioners and single repatriation pensioners who are permanently unemployable or
suffering from tuberculosis. Grants totalling $30 million were made available over the
three year period ending June 1977 and allocated among the States in proportion to
the total number of age, invalid and Class B widow pensioners in receipt of supple-
mentary assistance in each State. Rents of units provided under the scheme were to
be not less than the maximum rate of supplementary assistance paid to pensioners.

The Act has been extended for one year to 30 June 1978 and the total of grants
payable increased by $10 million to $40 million. The requirement has also been
removed that the States submit for the Commonwealth’s approval details of each
building scheme to be financed under the program. The scheme is currently being
reviewed in consultation with the States.

Payments made to the States under the scheme since 1973-74 and estimated
payments for 1977-78 are shown in the following table:—

TABLE 34—GRANTS FOR CAPITAL EXPENDITURES ON PENSIONEkS’ DWELLINGS
($ thousands) )

New

South Queens- South  Western

Wales Victoria land Australia Australia Tasmania Total
1973-74 . . . 2 546 650 1331 146 307 22 5002
1974-75 . . . 3000 1343 1314 193 198 .. 6 048
1975-76 . . . 6 858 2 827 1133 1124 614 560 13117
1976-77 . . . 2 352 3419 2023 1473 1288 280 10 835
1977-78 (estimate) . . 4070 2530 1490 930 700 280 10 000

Assistance for Deserted Wives

Under the States Grants (Deserted Wives) Act 1968, which became effective from
1 January 1968, the Commonwealth has been sharing on a 81 for $1 basis with the
States the cost of helping certain mothers of families without a breadwinner where the
mothers are ineligible for a Class A widow’s pensioh or, as from 3 July 1973, a
supporting mother’s benefit.

Assistance is provided during the first six months after the date of the event which
gives rise to eligibility (e.g. the birth of a child or separation) and the main groups of
mothers assisted under the Act are deserted wives, deserted defacto wives, deserting
wives, wives of prisoners, and unmarried mothers. After the first six months these
groups of mothers may qualify for either a Class A widow’s pension or a supporting
mother’s benefit.
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The grant to a State is equal to half the cost of the approved assistance paid by
the State to each eligible person but is not to exceed half the amount that would have
been payable to such a person under the Social Services Act 1947 had she been
eligible for a Class A widow’s pension or a supporting mother’s benefit.

The following table shows grants made to the States from 1973-74 and estimates
for 1977-78:— '
TABLE 35—GRANTS FOR DESERTED WIVES
($ thousands)

New

South Queens- South  Western

Wales  Victoria land Australia Australia Tasmania Total
1973-74 . . . 1769 1574 1 346 1534 1171 260 7 654
1974-75 . . . 1879 1256 1179 1045 1152 421 6932
1975~76 . . . 2344 2016 1935 1509 1459 458 9 721
1976-77 . . . 3837 2 824 2 508 1879 1700 599 13 347
1977-78 (estimate) . . 4 800 3 900 2 800 2 000 1 800 200 15 500

Pre-Schools and Child Care

_Services for children provided in the States began attracting Commonwealth financial
support in 1972-73 under the Child Care Act 1972. Under that Act payments were
made direct to non-profit organisations and local government bodies—that is, not by
way of payments to the States. Payments to the States commenced in 1973-74 under
a broader scheme of assistance introduced in that year and have continued since then,
as have the direct forms of payment.

The program of assistance is administered by the Office of Child Care which was
established under the Minister for Social Security to advise on programs providing
for capital and recurrent assistance for pre-school and child care projects including
home care, vacation and after school care projects and various. other community
initiated projects. Since 1 January 1977, assistance to the States for the recurrent
costs of pre-school services has been provided in the form of a block grant subject
to certain broad requirements concerning priority of access.

The Government has decided that up to $73.3 million will be provided in 1977-78
for services for children in the States. It is tentatively estimated that, of that total,
approximately $53 million could take the form of payments to the States, including
$39 million by way of block grants for recurrent pre-school expenditure.
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The following table shows payments to the States that have been made and
approximate estimates for 1977-78. No commitment as to the provision of the
amounts shown for 1977-78 is implied.

TABLE 36—i’RE-SCHOOLS AND CHILD CARE
($ thousands)

New
South Queens- South  Western
Wales Victoria land Australia Australia Tasmania Total
RECURRE.NT
1973-74 . . . 1281 1226 436 690 385 78 4 096
1974-75 . . . 5417 6 660 1734 3233 2316 1017 20 377
1975-76 . . . 9030 11 452 5356 5025 4 390 1720 36 973
1976-77 . . . 8 532 12722 6970 5601 4930 2 006 40 761
1977-78 (estimate)(a) . 9315 13 890 7 610 6115 5380 2190 44 500
CAPITAL .
1973-74 . . . 160 288 1003 514 166 285 2416
1974-75 . . . 4 819 2637 3 806 2773 1911 1177 17 123
1975-76 . . . 3165 1345 . 2584 1498 1 441 1764 11797
1976-77 . . . 6 592 4 160 314 160 144 5 11 375
1977-78 (estimate)(a) . 4 925 3110 235 120 105 S 8 500
TotaL

1973-74 . . . 1 441 1514 1439 1204 551 363 6512
1974-75 . . . 10 236 9297 5 540 6 006 4227 2194 37 500
1975-76 . . . 12 195 12 797 7940 6 523 5831 3484 48 770
1976-77 .- . . 15124 16 882 7284 5761 5073 2011 52 136
1977-78 (estimate)(a) . 14 240 17 000 7 845 6236 5485 2195 53 000

(a) The State by State figures are notional only and no commitment to the provision of these amounts
is implied.

Employment Grants for Maryborough Region

Following a decision to cease granting export licences for minerals from sand mining
on Fraser Island, the Commonwealth agreed to provide $10 million to Queensland
for allocation by that State to create employment opportunities in the Maryborough
region. $1 million was provided in 1976-77 and it is intended that $3 million will be
provided each year for the following three years.

Rehabilitation Centre— Hobart

The Commonwealth and Tasmanian Governments agreed in 1974 to share the costs
of establishing and operating a joint rehabilitation centre for handicapped persons
in Hobart. The arrangement provides for the Commonwealth to meet up to half
the capital cost of building and equipping the centre and to contribute 40 per cent
of the annual running costs. Total payments to 30 June 1977 amounted to $611 000,
including a payment of $397 000 in 1976-77. The Commonwealth contribution is
expected to be $1.2 million in 1977-78.
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ABORIGINAL ADVANCEMENT

Since 1968-69 the Commonwealth has provided assistance to the States for Aboriginal
advancement, particularly in the fields of housing, education and health. Details of
the payments are included in the statements attached to the Budget Speech and in -
Tables 4 and 106 in this paper under the functional headings appropriate to the
specific kinds of assistance involved. In other relevant tables in this paper, however,
all payments for this purpose are grouped together.

The Commonwealth also provides assistance for Aboriginal advancement in the
States, by way of direct assistance to Aboriginal organisations, local government
authorities (see Chapter V) and other bodies.

The following table shows payments made to the States since 1973-74 and esti-
mated payments in' 1977-78:—

TABLE 37—PAYMENTS FOR ABORIGINAL ADVANCEMENT
($ thousands)

New
South . Queens- South  Western
Wales Victoria land Australia Austratia Tasmania Total
RECURRENT
1973-74 . . . 1678 358 975 1003 2634 23 6 670
1974--75 . . . 2316 494 1701 1501 7 096 34 13 142
1975-76 . . .. 2 860 875 2952 2167 8034 61 16 949
1976-77 . . . 2 683 1254 3314 2 515 71702 71 17 539
1977-78 (estimate) . . 3075 1313 4012 3135 8 748 67 20350
CAPITAL
1973-74 . . . 3725 590 8982 3 696 8 457 131 25 580
1974-75 . . . 5474 1636 8 661 4058 3874 204 23907
1975-76 . . . 5321 482 7205 3558 5273 216 22 055
1976-77 . . . 3494 682 4397 3339 4765 187 16 864
1977-78 (estimate) . . 2 654 400 2615 1 700 4547 175 12 091
ToTtAL

1973-74 . . . 5403 948 9957 4 699 11 091 154 32250
1974-75 . . . 7 791 2130 10 362 5558 10 970 238 37 049
1975-76 . . . 8180 1358 10157 5725 13 307 277 39 004
197677 . . . 6177 1936 7711 5854 12 467 258 34 403
1977-78 (estimate) . . 5729 1713 6 627 4835 13295 242 32 441
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HousING

Under successive arrangements between the Commonwealth and the States,
assistance has been made available to the States in one form or another since 1945-46
for the provision of housing for families of low or moderate means. A detailed
account of successive arrangements, together with statistics covering the whole
period, is to be found on pages 66 through 68, 200, 201 and 224 of the 1975-76
issue of this paper. Following is a very brief outline:— '

- The Loan Council in each year from 1945-46 to 1970-71 agreed to a total
(‘works and housing’) program for each State from which each State nominated
the amount it would receive as advances from the Commonwealth under
successive Commonwealth-State Housing Agreements.

— These advances were repayable over fifty-three years and over most of the
period they were provided at concessional rates of interest.

— The 1945 Agreement included provision for the Commonwealth to contribute
three-fifths of any loss incurred in a financial year by the State in connection
with the administration of its housing projects. Queensland is the only State at
present receiving such contributions.

- In 1971-72 and 1972-73 there were no specific advances for housing, the States
meeting these expenditures from within their ordinary Loan Council borrowing
programs in the same way as they met other expenditures.

~ In lieu of the former interest subsidy on housing advances, the Commonwealth
provided from 1971-72 specific revenue grants under the States Grants (Housing)
Act 1971 (amended in 1973 to take account of the new arrangements—see
below).

- In 1972-73 the States were advanced $6.55 million under the Housing Assist-
ance Act 1973, specifically for additional rental dwellings, to supplement the
programs they had undertaken and financed from their normal Loan Council
borrowings. These advances were provided at an interest rate of 4 per cent per
annum and are repayable over fifty-three years.

- Since 1973-74 the Commonwealth has, under a new Agreement applying for
the five years 1973-74 to 1977-78, advanced funds to the States for welfare
housing: outside, and in addition to, Loan Council arrangements. The State
Government Loan Council programs since 1973-74 have been, as a result,
lower than they would otherwise have been (that is, ‘offsets’ were made).

Advances made under the 1973 Agreement are being repaid, with interest, over
fifty-three years. The rate of interest on advances allocated to a State housing authority
is 4 per cent per annum and on advances allocated to Home Builders’ Accounts the
interest rate is 41 per cent per annum.

The Agreement contains conditions to ensure that the assistance provided by
the Commonwealth Government will be used for the benefit of those families and
persons most in need.

The Housing Agreement Act 1974, amended the 1973 Act to permit the allocation
to a State’s Home Builders” Account, in special circumstances, of more than 30 per
cent of the total amb_unt advanced to that State, to liberalise an aspect of the means
test provision in relation to loans financed from Home Builders’ Accounts and to
permit the determination of supplementary advances to a State during a financial
year.
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Further amendments have been agreed recently between the Commonwealth and
the States to the conditions applying to the sale of family dwellings by the State
Housing Authorities of New South Wales, Victoria and Tasmania and to the opera-
tions of the Home Builders’ Accounts.

The 1973-1974 Agreement is due to expire on 30 June 1978. Arrangements for
the provision of future Commonwealth assistance to the States for welfare housing
are being developed in consultation with the States.

The following table shows payments made to the States for housing from 1973-74
and approved payments for 1977-78.—

TABLE 38—PAYMENTS TO THE STATES FOR HOUSING 1973-74 TO 197778
($ thousands) '

New .
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
RECURRENT GRANTS(a)
1973-74 . . . 2292 1679 651 1093 771 388 6874
1974-75 . . . 2292 1679 766 1093 771 388 6 989
1975-76 R . 2292 1679 753 - 1093 771 388 6976
1976717 . . . 1848 1347 858 941 627 314 5935
1977-78 (estimate) . . 1848 1347 425 941 627 314 5502
ADVANCES
1973-74 . . . 86 000 53 500 17 400 32750 13 000 16000 218 650
1974-75 - . . . 123 411 98 159 43 810 56 360 37 440 26220 385400
1975-76 . . . 123 411 98 159 31010 56 360 33 440 22220 364 600
1976-77 . . . 123 411 98 159 37410 56 360 35 440 24220 375000
1977-78 (estimate) . . 128 011 101 759 39 810 58 460 36 740 25220 390000
ToTAL PAYMENTS

1973-74 . . . 88 292 55179 18 051 33 843 13771 16 388 225524
1974-175 . . . 125 703 99 838 44 576 57 453 38 211 26 608 392 389
1975-76 . . . 125703 99 838 31763 57 453 34 211 22608 371576
1976-77 . . . 125 259 99 506 38 268 57 301 36067 © 24534 380935
1977-78 (estimate) . . 129 859 103106 40 235 59 401 37 367 25534 395502

(a) Includes contributions towards rental losses under the Commonwealth-State Housing Agreement
1945.

URBAN AND REGIONAL DEVELOPMENT NEC AND THE ENVIRONMENT

Payments to the States included under this functional heading comprise mainly
those being made under programs initiated in 1973-74 and for which the Minister
for Environment, Housing and Community Development is responsible; however,
several other amounts are included, including some for Aboriginal advancement.

Payments. under this functional heading have declined from the high level of
$263.0 million reached in 1975-76. Payments in 1976-77 were $125.1 million and
are expected to total approximately $56 million in 1977-78. (These figures are net
of repayments.)

Payments in 197677 for most of the urban and regional development programs
and for certain programs falling within other functional headings were made mainly
under the authority of the Urban and Regional Development (Financial Assistance)
Act 1974. B

teer
R
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For details of the purposes of this Act and of payments made in previous years
see page 69 of the 1975-76 issue of this paper.

Growth Centres and Related Projects

A total of $29.9 million was paid to the States in 1976-77 for development of metro-
politan and regional growth centres and for related projects. Provision is made in
the Budget for payment to the States of $8.2 million for these purposes in 1977-78.

Albury-Wodonga

Total payments to New South Wales and Victoria in 1976-77 for Albury-Wodonga
amounted to $20.9 million comprising $20.3 million in the form of loans and $0.6
million in the form of grants. The payments were mainly for land acquisition, land
development and headworks, housing and commercial development construction,
studies and investigations, the running costs of the Albury-Wodonga Development
Corporation and assistance to local councils.

An amount of $5.13 million has been provided in the Budget for financial
assistance to the States towards expenditure on Albury-Wodonga during 1977-78.

Other Growth Centres and Related Projects

Payments for growth centres and related projects other than Albury-Wodonga
amounted to $9.0 million in 1976-77. '

Payments to New South Wales in 1976-77 for the Macarthur growth centre
amounted to $5.0 million and were provided wholly by way of loans for land
acquisition, development works and running expenses of the Macarthur Develop-
ment Board and departments and authorities implementing the development.

Payments for the Bathurst-Orange growth centre amounted to $4.0 million in
1976-77 and comprised $3.7 million in the form of loans and $0.3 million by way of
grants. The payments were for development works and for assistance to local councils.

An amount of $3.0 million has been provided in the Budget for financial assistance
towards expenditure on the Macarthur and Bathurst-Orange growth centres in
1977-178.

A grant of 845000 was paid to Tasmania in 1976-77 for the acquisition of land
for parks and reserves in the Tamar area. An amount of $70 000 has been included
in the Budget for financial assistance to the State for this purpose in 1977-78.
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The following table shows the amounts provided to each State for growth centres
and related projects and those proposed for 1977-78 :—

TABLE 39—PAYMENTS FOR GROWTH CENTRES AND RELATED PROJECTS(a)
($ thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
1973-74—
Grants 497 446 355 35 1332
Loans . 133 1054 4059 .. 5247
Capitalised Interest . .. .. ..
Total . 630 1500 4414 35 6579
1974-75—
Grants 505 340 841 400 2 087
Loans . . 28 744 23 871 4 531 . 57 146
Capitalised Interest 955 633 447 2035
Total 30 204 24 844 5819 400 61 268
1975-76—
Grants 1773 245 105 474 506 3104
Loans . 38 157 19 018 558 .. .. 57733
-Capitalised Interest 4282 3259 841 8 381
Total . . 44213 22 521 1504 474 506 69 218
1976~77— :
Grants 573 299 45 918
Loans . 18 355 10 657 .. . 29012
Capitalised Interest 7 667 5136 980 13784
Total . 26 596 16 093 980 45 43714
1977-78 (estimate)—
Grants . 25 105 70 200
Loans . . 6 200 1 800 .. . 8 000
Capitalised Interest 9930 6532 1085 17 547
Total . 16 155 8 437 1085 70 25 747

(a) Capitalised interest amounts represent interest payments which have been deferred and added to
the amount of principal outstanding and on which interest thus accrues. Amounts of capitalised
interest are shown in this and other budget papers as interest payments notionally made by the
State concerned to the Commonwealth and advances notionially made by the Commonwealth to
the State. The amounts quoted in the text do not include capitalised interest.

Area Improvement Program

This program commenced in 1973-74 with the provision of $7.4 million in funds
for expenditure on approved projects for alleviation of urban problems in certain
local government areas of the western regions -of Sydney and Melbourne. Further
amounts of $13.8 million and $15.0 million were provided in 1974-75 and 1975-76
respectively for these two regions as well as an additional eleven regions in various

States.

245277 -3
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The Area Improvement Program was discontinued in 1976-77 and $0.6 million
was paid to a number of States in that year to meet formal commitments to projects
commenced in previous years. Annual payments from 1973-74 to 1976-77 are given
in Appendix V.

Urban Flood Mitigation

The Commonwealth agreed during 1974-75 to provide $200 000 to Victoria for flood
mitigation works at Seymour. An amount of $100 000 was paid to the State in each
of the years 1975-76 and 1976~77. '

Amounts of $2.1 million and $1.57 million were provided to Queensland in
1975-76 and 1976-77 respectively under the Urban and Regional Development
(Financial Assistance) Act 1974 to assist with the construction of certain flood mitiga-
tion works on various creeks in the Brisbane metropolitan area. An amount of $1.8
million is provided in the Budget for 1977-78 to allow completion of the works.
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Assistance for Land Acquisition and Development in Urban Areas

The main object of this program has been to make land available for residential and
associated uses at fair prices, and to facilitate the planning and development of new
urban areas.

An amount of $15.1 million was provided in the Budget for 1976-77. Total
payments to the States in 1976-77, in respect of expenditure on approved programs
of land acquisition, development and related works, amounted to $13.9 million.

An amount of $14.1 million is provided in the Budget for 1977-78 to meet
remaining commitments to the States.. -

The following table shows the amounts provided to each State for land acquisition,
development and related works and those proposed for 1977-78:—
TABLE 40—PAYMENTS FOR LAND ACQUISITION, DEVELOPMENT AND
RELATED WORKS IN URBAN AREAS(a)
($ thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
1973-74—
Grants . . .. .. .. .. .. .. .
Loans . . . .. 3531 .. 8 000 AN .. 11 531
Capitalised Interest . .. .. .. .. ..
Total . . . .. 3 531 8 000 .. ‘. 11 531
1974-75—
Grants . . . .. 993 .. 2034 I 886 .. 4913
Loans . . . 820 7703 .. 16 543 9 830 .. 34 896
Capitalised Interest . .. 307 ' .. 975 3 .. 1285
Total . . . 820 9 003 .. 19 552 11720 . 41 095
1975-76—
Grants . . . 27 3417 .. 500 956 .. 4900
Loans . . . 11132 11 061 .. 16 405 5121 .. 43719
Capitalised Interest . 587 . 1161 .. 2987 999 .. 5734
Total . . . 11 746 15 639 .. 19 892 7076 .. 54 353
1976-77—
Grants . . . 73 .. .. .. 725 250 1048
Loans . . . 2 408 2452 .. 5782 2250 .. 12 892
Capitalised Interest . 1336 2474 .. 4570 1631 .. loo11
Total . . . 3817 4926 . 10 352 4 606 250 23 951
1977-78 (estimate)—
Grants . . .. .. .. .. .. 100 100
Loans . . . 2 600 2453 RN 6 000 2975 .. 14 028
Capitalised Interest . 1784 3 005 .. 5841 2108 .. 12 738
Total . . . 4384 5458 .. 11 841 5083 100 26 866

(a) For comments on the capitalised interest component, see note (a), Table 39. Amounts quoted in the
text do not include capitalised interest.

Woolloomooloo Redevelopment

An agreement was concluded in 1974-75 with New South Wales under which up to
$17 million will be provided by way of grant for acquisition of 3.2 hectares of property
and planning and site development in the Woolloomooloo basin in Sydney. Payments
to the State amounted to $5.8 million in 1975-76 and $3.0 million in 1976-77. An
amount of $1.2 million has been included in the Budget for estimated payments to
the State in 1977-78.
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The agreement also provides for the State to make certain payments to the
Commonwealth including the payment of specific amounts in respect of each unit
of public housing produced on the property acquired by, or transferred to, the State
and payment of the receipts from any part of the property that is not retained for
public housing. An amount of $154 000 was received from the State under these
provisions in 1976-77 and similar payments by the State in 1977-78 are estimated
to be $339 000.

The amounts shown in Appendix V are net amounts after deductions of these
receipts.

In addition to the provision of financial assistance, the Commonwealth agreed to
transfer, at no cost to the State, 2.6 hectares of Commonwealth property in the
Woolloomooloo basin which was valued in excess of $11 million.

Air Quality Monitoring

Under the States Grants (Air Quality Monitoring) Act 1976 the Commonwealth
provided $191 000 to the States in 1975-76, on a $1 for $1 matching basis, for the
purchase of equipment for air quality monitoring. Payments made to each State are
shown in Appendix V. An amount of $150 000 is to be made available in 1977-78
for the expansion of national urban air quality monitoring to provide data for
national planning decisions related to air quality management. The allocation between
States in 1977-78 has yet to be determined.

Captains Flat—Pollution Abatement Works

Under the Captains Flat (Abatement of Pollution) Agreement Act 1975 the Common-
wealth is providing financial assistance to New South Wales for approved programs
of works to abate the pollution of the Molonglo River from the mine waste dumps
at Captains Flat. Financial assistance of up to $2.5 million is being provided for
expenditure on capital works and up to $100 000 will be provided on a $1 for 81
matching basis for expenditure on maintenance of the works. The financial assistance
for capital works is 80 per cent by way of grant and 20 per cent by way of loan,
and for maintenance will be wholly by way of grant.

Payments to the State amounted to $890000 in 1975-76 and $1030 000 in
1976-77 for capital works. An amount of $225 000 has been included in the Budget
for estimated payments in respect of capital works in 1977-78.

National Sewerage Program

In 1973-74 the Commonwealth embarked upon a program of assistance to the
States designed to eliminate the backlog of sewerage works in principal urban areas
(defined as the six capital cities, together with Wollongong, Newcastle, the Gold
Coast and Launceston).

Funds were provided until 1976-77 for this program, including amounts for
extending the assistance to smaller cities and for research, training, monitoring and
planning. The program has now been discontinued and $0.3 million has been made
available in 1977-78 to allow completion of certain studies concerned with the
rationalisation and efficiency of sewerage services in the States. Annual payments to
each State are shown in Appendix V.
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CULTURE AND RECREATION

The Commonwealth Government first provided grants to the States for cultural
and recreational purposes in 1973-74. An estimated $6.8 million will be made
available for these purposes in 1977-78.

National Fitness Program

Payments of $0.6 million per annum were made to the States in 1975-76 and 1976~77
for national fitness activities. The State distributions of these payments are given in
Appendix V. Under arrangements agreed with the States, funds for these purposes
have now been allocated to the ‘Life, Be In It’ campaign which the Commonwealth
is co-ordinating in the three years commencing 1977-78. These expenditures are not
classified as payments to the States.

Capital Assistance for Leisure and Cultural Facilities

A program of capital assistance grants on a cost-sharing basis with State, local
government and voluntary bodies for the development of community sporting and
recreation complexes was commenced in 1973-74, and expanded in 1974-75 to
cover a wider range of community leisure facilities including arts/cultural facilities.
Grants estimated to total $3.5 million will be made to the States in 1977-78 to meet
existing commitments; some will be for on-passing to local government duthorities
(see Chapter V) and voluntary bodies.

The following table shows grants to the States under this program and estimated
grants, on a notional basis, for 1977-78:—

TABLE 41—GRANTS FOR CAPITAL EXPENDITURES ON LEISURE AND CULTURAL
FACILITIES

($ thousands)

New
South Queens- South  Western
Wales Victoria land Australia Australia Tasmania Total
Leisure Facilities—
1973-714 . . . .. 478 238 160 219 180 1274
1974-75 . . . 1217 800 766 620 1728 439 5570
1975-76 . . . 1744 1510 1060 625 404 318 5661
1976-77 . . .- 1208 972 590 1722 667 481 5640
1977-78 (estimate) . 638 538 215 1873 65 137 3466
Arts{Cultural Facilities—
1974-75 . . . .. 10 .. .. .. .. 10
1975-76 . . . 18 50 .l .. 40 112 220
1976-77 . . . .. .. .. .. .. ..
1977-78 (estimate)
Total—
1973-74 . . . .. 478 238 160 219 180 1274
1974-75 . . . 1217 810 766 620 1728 439 5 580
1975-76 . . . 1762 1560 1060 625 445 430 5 881
1976-77 . . . 1208 972 590 1722 667 481 5 640
1977-78 (estimate) . 638 538 215 1873 65 137 3 466
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Nature Conservation
An amount of $2 082 000 was paid to the States in 1976-77 under the States Grants
(Nature Conservation) Act 1974 for land acquisition and programs related to the
management of parks or reserves for the purposes of nature conservation.

A further $800 000 will be provided in 1977-78 to meet commitments given to the
State Governments.

The following table shows payments made to the States since 1975-76 and
estimates for 1977-78. The distribution of the 1977-78 estimate is based on estimated
valuations of land being acquired under the program. No commitment to the pro-
vision of the amount shown for each State is implied.

TABLE 42—PAYMENTS FOR NATURE CONSERVATION PURPOSES
($ thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
1975-76 . . . 445 35 88 579 35 86 1268
1976-77 . . . 362 360 400 300 250 410 2082
1977-78 (estimate)(a . 150 500 .. .. .. 150 800

(a) The 1977-78 allocation by States is notional only, and is based on estimated valuations of land
being acquired under the program. No commitment to the provision of the amount shown for
each State is implied. See text above. .

National Estate
Grants have been provided for the restoration, preservation and improvement of
landscapes and buildings of special significance since 1974. The Australian Heritage
Commission, established in 1975 under the Australian Heritage Commission Act 1975,
provides advice to the Commonwealth on the programs of assistance in respect of
these matters.

All grants (other than in the Territories) take the form, in the first instance, of
payments to the States in accordance with Agreements concluded under the Urban
and Regional Development (Financial Assistance) Act 1974.

The following table shows grants paid since they commenced in 1973-74 and the
estimated grants for 1977-78. The distribution of the 1977-78 estimate is notional
only, and no commitment to the provision of the amount for each State is implied.

TABLE 43—GRANTS FOR EXPENDITURE ON THE NATIONAL ESTATE
($ thousands) .

New

South Queens- South  Western

Wales  Victoria land Australia Australia Tasmania Total
1973-74 . . . .. 150 33 45 60 .. 288
1974-75 . . . 1612 1471 791 981 1156 1032 7043
1975-76 . . . 946 550 567 506 523 795 3887
1976-77(a) . . . . 591 183 246 215 19 1254
1977-78 (estimate)(b . 425 425 425 425 425 425 2 550

(a) Commitments carried forward from 1975-76.
(b) The 197778 allocation by States is notional only. No commitment to the provision of the amount
shown for each State is implied. See text above.
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EconoMIc SERVICES—TRANSPORT

The Commonwealth has been making payments to the States for transport purposes
continuously since 1923-24, when it began providing grants for roads. The estimated
total payments, net of repayments, are $537.1 million for this function in 1977-78
and, of this, $483. 1 million is for roads and bridges and $51.0 million is provided for
urban public transport. Payments being made in each of these areas, as well as for
shipping and harbours and railway projects, are outlined below.

Roads

Commonwealth assistance for expenditure on roads has taken two main forms—
general assistance and assistance for specific road projects. Payments of the latter
kind (such as those for beef roads and the sealing of the Eyre Highway) were subsumed
in the general program of roads assistance introduced in 1974-75. (See page 81 and the
relevant section of Appendix IV of the 1975-76 edition of this paper for an historical
description of the Commonwealth’s assistance for roads.)

Under the National Roads Act 1974 and the Roads Grants Act 1974, a total of
$1 100 million was made available to the States for roads over the three years 1974-75
to 1976-77. (The associated Transport (Planning and Research) Act 1974, providing
for an additional $26 million over the three-year period, is dealt with separately in
this paper since the assistance was intended for planning and research in other areas
of transport as well as roads.) However, actual advances under the roads Acts varied
from the amounts incorporated in the schedules to the Acts because of authorised
transfers of grants between categories of expenditure and because of a number of
supplementary grants which were provided by way of amending legislation.

The following table shows the distribution of roads grants actually paid to the
States in 1976-77.—

TABLE 44—PAYMENTS FOR ROADS IN 1976-77(a)
($ thousands)

New
South Queens- South  Western
Wales Victoria land Australia Australia Tasmania Total
National Highways—
Construction . . 47278 23 800 26 600 17 300 9 909 8 800 133 687
Maintenance . . 2511 1 800 7 200 1 400 2 000 500 15411
Export and Major }
Commercial Roads . 7 600 5200 1 800 1300 1290 700 17 890
Sub-total . . 57 389 30 800 35 600 20 000 13199 10000 166988
Rural Arterial and
Developmental
Roads . . . 15430 - 4 300 11 900 3300 8010 2 500 45 440
Rural Local Roads . 18170 10 700 14 100 5300 12 129 4 100 64 499
MITERS() . . . 3300 2 600 2 600 1 500 1 600 600 12 200
Urban Arterial Roads . 36 600 39 100 15 300 7 600 20 890 3000 122 490
Urban Local Roads . 4 600 3 600 2200 1100 1371 300 13171
Beef Roads . .. .. 9 000 .. .. .. 9 000
Sub-total . . 78 100 60 300 55100 18 800 44 000 10500 266 800
Total . . . 135 489 91 100 90 700 38 800 57 199 20500 433 788

(a) Payments made under the National Roads Act 1974 and the Roads Grants Act 1974 (as amended by the
Roads Acts Amendment Act (No. 2) 1976 and the Roads Acts Amendment Act 1977).
(6) Minor Traffic Engineering and Road Safety Improvements.
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The Roads Grants Act 1974 also set down annual quotas for expenditure by each
State from its own resources; these were determined after consideration of estimates,
made by the former Commonwealth Bureau of Roads, of finance which might be
available for roads from State Government sources. Provision was also made for
the States to carry forward, annually, excesses or deficiencies in this expenditure so
that in effect the States were required to meet only the three year total quota. The
annual quotas were generally increased commensurate with the supplementary grants
for roads assistance referred to above. As a result, the quotas for 1974-75 to 1976-77
were as follows:— '

TABLE 45—ROADS GRANTS 1974-75 TO 1976-77—QUOTAS TO BE MET FROM STATE
SOURCES

($ thousands)

New
South Queens- South  Western -
Wales Victoria land Australia Australia Tasmania Total
1974-75 . . . 124 600 83 300 36 300 25 400 23 800 8 500 301900
1975-76 . . . 146 800 110 400 50100 - 33500 33 500 11200 385 500
1976-77 . . . 135 800 113 600 53 500 34 200 36 600 11 300 385 000

Upon receiving from the former Commonwealth Bureau of Roads in December
1975 a ‘Report on Roads in Australia 1975°, the Government formulated proposals
for a new program of assistance for roads. Although guided to a considerable extent
by the program laid down in the Report, the Government adopted a significantly
different course. $475 million is to be made available to the States in 1977-78 under
the new arrangements and it is intended that the total grants in both 1978-79 and
1979-80 be equivalent in real terms to the 1977-78 grants.

Prior to the introduction of legislation expected in the 1977 Budget Sittings of
the Commonwealth Parliament, the States (Roads Interim Assistance) Act 1977 was
passed appropriating $118 750 000 as interim assistance for the first three months
of 1977-78.
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The following table shows the estimated payments to the States in 1977-78

(including carry-over payments from 1976-77):—

TABLE 46—ESTIMATED PAYMENTS FOR ROADS IN 1977-78(a)
($ thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
National Highways— B
Construction . . 59 303 26 000 30 000 15 000 16 196 7 900 154 399
Maintenance . . 8 900 3000 8 100 1900 4 335 900 27 135
National Commerce
Roads(s) . . . 4208 5200 2 800 1300 1590 700 15798
Sub-total . . 72411 34 200 40 900 18 200 22121 9 500 197 332
Rural Arterial Roads(c) . 18 000 11 100 23 000 7 000 9410 3000 71 510
Rural Local Roads . 25 800 19 000 18 800 6 700 14 400 4900 89 600
Urban Arterial Roads . 28 700 22 200 10 900 4 600 11200 2 700 80 300
Urban Local Roads . 7 400 8 900 3 800 2 200 2370 1 000 25 670
MITERS({) . . . 3300 3 500 2 600 1700 1 800 600 13 500
Sub-total . . 83 200 64 700 59 100 22 200 39 180 12200 280 580
Total . . . 155 611 98 900 100 000 40 400 61 301 21700 477912

(a) Comprising $118 750 000 appropriated for the first 3 months of 1977-78 under the States Grants
(Roads Interim Assistance) Act 1977, $356 250 000 intended to be appropriated for 1977-78 under
forthcoming legislation for roads assistance arrangements over the 3 year period 1977-78 to 1979-80,
and amounts of $1 811 314 for New South Wales and $1 100 704 for Western Australia appropriated

for payment in 1976~77 under the National Roads Act 1974 but not paid in that year.

(b) Equivalent to the former Export and Major Commercial Roads category, but funds are for construc-

tion purposes only.

(¢) Includes the former Beef Roads category which has now been subsumed into this category.

(d) Minor Traffic Engineering and Road Safety Improvements.

The 1977-78 quotas for expenditure by each State from its own resources are as

follows:—

TABLE 47—ROADS GRANTS 1977-78—QUOTAS TO

BE MET FROM STATE SOURCES

($ thousands)

New South Wales

Victoria
Queensliand

South Australia .
Western Australia

Tasmania

Total

147 700
123 600
58 200
37 200
39 800
12 300

418 800
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The following table shows the amounts paid to each State for roads under the
National Roads Act 1974, the Roads Grants Act 1974, amending legislation to these
Acts over the period 1974-75 to 1976-77, and estimated amounts under the proposed
legislation for 1977-78:—

TABLE 48—GRANTS UNDER GENERAL ROADS ACTS(a)
($ thousands)

New
South Queens- South  Western
Wales  Victoria land Australia Australia Tasmania Total
1974-75 . . . 114 006 74 710 74 810 31046 49 815 18400 362 787
1975-76 . . . 133 504 89 080 88 980 40 764 61 285 19900 433513
1976-77 . . . 135 489 91 100 90 700 38 800 57 199 20 500 433788
1977-78 (estimate) . . 155611 98 900 100 000 40 400 61 301 21 700 477912

(a) That is, grants under the National Roads Act 1974; Roads Grants Act 1974 (with supplementation
under the Appropriation Act (No. 4) 1974-75, the Roads Acts Amendment Act 1976, the Roads Acts
Amendment Act (No. 2) 1976 and the Roads Acts Amendment Act 1977); but excluding grants under
the Transport (Planning and Research) Act 1974——see text below.

Second Hobart Bridge

Following agreement in 1975 between the Commonwealth and Tasmanian Govern-
ments, a Joint Committee on the Second Hobart Bridge was established. The first
stage of the Committee’s work is to carry out the technical investigations associated
with the bridge. In relation to these studies, the Commonwealth provided a total
amount to 30 June 1977 of $647 000, including a payment of $584 000 in 1976-77.
A further $600 000 has been made available in 1977-78.

Railway Construction Projects

Under the program of assistance for urban public transport initiated in 1973-74 the
Commonwealth is providing grants to the States for urban railway projects. (See
text below under “Urban Public Transport”.)

The Commonwealth has also been providing financial assistance to several States
for many years for expenditure on specific major rail standardisation and other
railway projects. Western Australia is the only State expected to receive assistance for
such purposes in 1977-78. Under the Railway Agreement (Western Australia) Act 1961,
this assistance is being provided towards the cost of construction of a standard gauge
railway from Kwinana to Koolyanobbing, with an extension to Kalgoorlie, and the
purchase of rolling stock for the railway. The project is associated with the develop-
ment o