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PREFACE

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

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

STATEMENT No. 1: SUMMARY OF THE 1983-84 BUDGET—outlines
the key Budget aggregates in broad functional and national accounting terms,

STATEMENT No. 2. THE BUDGET AND THE ECONOMY-—reviews
the main domestic and international economic developments during 1982-83,
discusses aspects of the Government’s economic policy approach and presents
an assessment of the economic outlook for 1983-84,

STATEMENT No. 3: ESTIMATES OF OUTLAYS 1983-84-—contains
detailed estimates and explanation of Budget outlays in functional form and
comparative figures on actual results for the two previous years; an appendix
presents an analysis of changes, by function, in estimated 1983-84 Budget. out-
lays since the publication in March 1983 of the Report on the Forward Esti-
mates of Budget Outlays 1983-84, 1984-85 and 1985-86.

STATEMENT No, 4 ESTIMATES OF RECEIPTS 1983-84—contains
details of the revenue cstimates, summarises new revenue proposals and shows
their estimated effects on receipts in 1983-84 and in a. full year; appendices in-
clude details. of taxation expenditures, taxation of superannuation, correction
of sales tax anomalics, indexation. of traditional excises and pricing and levy
arrangements for crude oil and LPG.

STATEMENT No. §: BUDGET OUTCOME 1982-83—summarises the
Budget outcome for 198283 and discusses, for each major function block and
each major receipt category, the difference between the Budget estimates and
actual outcome as well as, in the case of receipts, from the 1981-82 outcome, It
also details how the 1982-83 Budget deficit was financed.

STATEMENT No. 6: BUDGET AND OTHER PUBLIC SECTOR
TRANSACTIONS SINCE 1973-74—uprovides an historical series of budget
data by functional and national accounting classification.. It also provides data
on the relationship between the Commonwealth Budget and other parts of the
public sector, on the overall public sector borrowing requirement and budget
financing transactions. An attachment compares two measures of public sector
borrowing, the Public.Sector Borrowing Requirement and Net Borrowing by
the Public Sector. )

APPENDIX: discusses the functional and national accounts.classifications of
budget transactions and explains the structure of the functional classification in
detail.

OTHER BUDGET PAPERS

Budget Statements is one of a series of Budget Papers, the purpose of which is
to provide information supplementary to that in the Budget Speech. A full list
of the series is printed on the inside cover of this Paper.
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STATEMENT NO. 1—SUMMARY OF THE 1983-84 BUDGET

BUDGET AGGREGATES

The key budget aggregates: for 1983-84 arc summarised in the following table,
together with comparable data for 1982-83:

1982-83 1983-84

Outcome Changeon 198§-82  Estimate Changeon 1982-83

Sm Sm  percent Sm Sm percent
Outhays . . . .. ... 48982 7645 185 56703(a) 7721 158
Receipts .+ « o+ .+ . . 44 509 Ny ol 48342 383 8.6
Deficit .« . o, 0. 4473 3925 8 361 3888
OverseasDeficit . . . ., . 1991 523 2617 626
Domestic Deficit. . + . « 2482 3402 5744 3262

(@) Makes no allowance for reduced tax expenditures and program-associated increases in receipts (sce Statement
No, 3, Appendix A).

The projected increase in total Budget outlays for 1983-84 is 15.8 per cent in money
terms compared with 18.5 per cent in 1982-83. On the same basis, the increases.in real
terms are 7.2 per cent in 1983-84 and 6.3 per cent in 1982-83, Budget outlays as a pro-
portion-of Gross' Domestic' Product (GDP), having increased from 27.9 per cent in
1981-82 to 30.4 per cent in 1982-83, are projected to increase further to 31.6 per cent in
198384,

Total receipts are estimated to increase by 8.6 per cent in 1983-84 compared with an
increase of 9.1 per cent in 1982-83. Strong growth in. collections from the traditional
excises is expected, largely as a result.of the measures in this and the previous Budget,
However, lower nominal earnings growth in 1983-84, and the full year effects of the
1982-83 Budget measures, are expected to hold down the rate of growth in PAYE col-
lections. Income tax collections from provisional taxpayers and companies are likely to
be depressed, reflecting poor economic conditions in. 1982-83, the relevant base for
1983-84 tax liabilities in these areas.

The Budget deficit for 1983-84 is estimated at $8361m, air itceease of $3888m on
the deficit recorded for 1982-83.

OUTLAYS

The following table shows outlays in 1982-83 and 1983-84 classified by broad econ-
omic type of expenditure:



BUDGET OUTLAYS—BY ECONOMIC TYPE

1982-83 1983-84
Adtuat Changeon 1981-82  Estimute Changeon 1982-83
Net Expenditare on Goods - $m Sm per cent S Smr pereent
‘xsr:ni\\:’-
e (e) oL, 4431 60
Other Curremt Expenditure 5408 51 6438 ot 54
Capiulﬁx;\‘ndilum(b) .. 608 m -“g\t‘) 62% 10% :23
Toal Lo, 10441 1482 163 12023 1582 181
Transfer Payments, Grants and
Net Advances—
chlgc States, the NTand Locat
vernment Autharities | 16413 3
::lr:omn:lp;\\;cdncﬁ\ Payraents (¢} 16202 §§sz '.;f: :g ;:xg § %gi {;‘2
R 5= o1 1% ¥
TontenOvensss” | | s & e ks as
h csl‘ :l\dmn:l‘o:vr(u:g)cr thaa to @ 5
ates o ) RN 608 26 633
Otectel ... ... 26 in W am ' e
Tot oL .0 L, B 6163 190 680 6139 159
TOTAL QUTLAYS 48982 1648 8.8 6103 T 188

€@} Excludes Defence Forces Retirement &

= nd Death Beaelits (DFRDB). and PaymIents to the States for Defence
{8 Includeschanges in stocks,
\

() Includeyunt i i
Tocludes net advaos o & ut benels, "
{e) & idies, grants fo pei ital n i Feaisti

Patal purp L}

The broad economic type that i igni
. > provides the most significant contribution ¢
2: algggr;g‘:t: ;ul:l‘a?s xlsgl;gr-s::u}r?cneﬁl Payments which is projected to grownbyosgrloﬁ‘:;::
. in S4. This reflects the impact of higher bensficia
0y \ . s r ' N
;spccml[) llflf‘-mp]o) ment benefit recipients, increased rates of benefits (mt\i)n l‘;urx:ftl’:z
(:g previaus ingreases in the CPI), the introduction of Medicate in February 1954 and
¢ new benefit measures announced in the Budget Speech:
Other features of thistable are:

® anincrease of 14 per cent in total Transfer Pa;
yments and Advances to the Stat
tt::?:; and Local g?vemxwlen‘l e&}ﬂhoritim. resulting mainly from. the gmw:lheisn‘
z%nnouu é:;cnu; nee g the Special R Assistance of $155.5m
" at the Premiers! Conference) and hospital payments under Medicare:
© growthof 19.4 per cent in outlays under Other Current Ex i i \
: ture.
reflects the Setting up and administrative costs of Medi per:s:dngr:o:::s"l‘ag:}i
other ud.mmnst:iuve costs, notably in Social Security, cxpenditure by the Com-
honitsown under the Community Empl

ulth on i ¢ ) ployment Program and
;;srzn‘i ﬁ:&:’\:s th ux‘n :x%:m‘i\nmm .gn‘ fitting out and feasing premises. Thisgca::gol:y
a ¢ bulk of non-defence public service pa >
um}erlymg these estimates is a 4.4 per cent § 3: o ::I;lgy w);ment:;
which 2.2 per cent represeants the fulf year effect of staff inem;s& during‘1982-'83
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® a decline of 25.2 per cent in- Net Advances {other thun to the States and NT)
following a large increase in 1982-83 reflecting the injections of capital into
Qantas, TAA, ANL and AUSSAT in that year;

& substantial growth in Interest Paid which largely reflects the full year impact of
the large debt issucd in 1982.83 and the interest liability on estimated debt issue in
1983-84;

« the small change in Other, with increased expenditure in a number of areas—
notably the recently announced Steel Industry Plan und various aspects of the
Government's employment and housing programs—being approxi 1y offset
by lower expenditure in such areas as the Export Expansion Grants Scheme.

Estimates of outlays in 1983-84, classified by major [unctions, are set out and

explained in detait in Statement No. 3. The table below summarises the figures for
1983.84 and 1982-83 by function:

BUDGET OUTLAYS—BY FUNCTION

1982.83 198384

Proportion

Changeon af Towl

Actunl 198182 Estfinate Changeon (982.83 Qutluys

sm pereent $m Sm percent percent

Defence  « v v 000 4782 157 5280 497 104 93

Education . v . . o ... 3go2 138 421 409 0.7 74

ealth . L L 3428 17.6 4295 870 254 1.6

Soclai Securityand Welfure . | w2 27 16843 273 19.3. 2.7

Housing o 0 o v v v 0 ™ 61.5 N m pxR] 16
Urban and Reglonul Development

necand the Environment .+ | 126 626 148 2 1.7 03

Cultureand Receeation .« 523 8.5 599 76 14.6 11

EconomicServices . . . . . 3753 361 4121 368 9.8 73

General PublicServices . 3y 6.1 395 W6 133 6.1

Not Allocated to Functione-

Payments 1o or for the Siates,
NT and' Local Government

Authoritiesnee . o . 10991 109 12203 121t 1.0 218

Public Debt Interest e 338 17.2 4133 756 224 73
Allowanee for Prospective Stafl
Tncreases and Wage and Sal-

aty Increases (Non-Defence) (a) [C)] 163 163 0. 03

TOTAL OUTLAYS . 48982 185 56703 7120 158

(a) An:’o\mls actually spent orinereases in wiiges and salaries {n past years are recorded under relevant lunctionat
headings.

Those factors which explain the more significant changes-in the individual com-
ponents of expenditure by economic type are also apparent in the estimates of expendi-
ture. by function. The growth in the Health function largely reflects the impact of
Medicare and, in the Social Security and Welfare function, higher beneficiary pay-
ments. In addition,, the further strong growth in outlays for Housing in 1983-84-arises
mainly from the sharp increase in grants provided to the States for housing,



A table showing a cross classification: of estimated Budget outlays in 1983.84 by

function and cconomic type is presented below:

OUTLAYS BY FUNCTION ARD ECONO|
N I MIC TY]
Estimate 1983.84 (Heavy Type) compared with:Actual l982-83'(l§§h("l‘ype)

RECEIPTS

Total receipts in 1983-84 are estimated at $48 342m, an increase of 8.6 per cent over
1982-83 collections. Measures announced in.the Budget, and other measures.since the
Government came to office, are estimated to yicld $1900m in 1983-84, In the absence of.

Expenditure on Srnasand Nat these. , the timate would be $46 442m, 4.3 per cent. higher than
SondiundSenions  Personsl  Onher forSiaten NT gy Advas 1982-83, The ¢ and the receipts estimates are described in detail in

[ — Pam?; JSS:?& Loaloxv:;:m: WwOther  Totat Statement No. 4,
uihoritier . - .
o o, . Sectors _ Oulays The summary table below provides actual receipts. in 1982-83 and' estimated
Blwe o e gy o sm s receipts in 1983-84:
443 - 2 ¢ - S
Educati 63 -
SR e 3 sony m BUDGET RECEIPTS—SUMMARY
2 - 1
Halth © o000 L e u :309 2 3ot - 380 1982-83 1983-84
Soclal i 7 u :x‘ :T %‘g toer s Proportion
41 Securityand Welfare , , , | 7 . 15739 - - 3428 Changeon of Total
Howng . . . . 627 713251 % ';; ‘;’:‘ :jm Aclual {98182  Estimate  Changeon 1982-83.  Receipts
U : ; - lzz “ nur "2 . $m percent Sm Sm percent percent
Urtan and Reghons) Development nee -, e 3 Taxation Reverue—
the Brviroament 7., L] n - 2 Individuels (net) .+ . . . 22967 82 WM 1806 79 512
47 13 - re 5 3¢ 148 Compaales ', . . .. 4768 =56 445 ~e3 =13l 86
Cultureand Recreation  , , , | . 2 P 55 - 126 WithholdingTax . . . 259 263 296 37 143 0.6
”w - 3 15 — 599 Special. Tax to Recover
Economie Services 3 - t 9 s EvadedTax . « . o . 80 . 386 306 380.1 08
NN m g ® s " 2 SesTax ... . ... 340 n3 39w a8y 14, 82
w By e 91 tan 00 Excise Duly—~
Genenl ublicSerioes ., . ., 2638 ‘ 2 1449 E R ] CrudeOilandLPG . . . 3486 102 34m ~-14 =04 72
2% v i Lo 1 9 ares (Qter e N3 A o5 1 50
Nt Ai . . ustoms Duty [T 0 —25 9 X :
N&Adloated toFonction 1 - - 4133 ! 63 3M9 Bank Account Debits Tax . . 30 na. 200 170 5187 04
- - - 3 ‘lg;;? - 1649 Other General Taxation . 32 1.3 375 43 £ 08
- 4
TOTAL OUTLAYS . . . 11346 a1 e ¢ Total Taration Revenue 40834 81 44181 3347 82 914
98K @S 1620 S e 455 ser3 OtherReceipts .+ » . . . . 3675 22 418 186 132 86
E pred
82 TOTAL RECEIPTS . 44509 91 48342 383 86 1000

R Measures announced in the Budget and the Medicare levy are estimated to increase
. receipts by about $1443m.in 1983-84. Other measures announced since the Govern-
ment came to office have an estimated revenue yicld of $457min 1983.84.

The main receipts growth area in this year's Budget is traditional excise duty which
is estimated to increase by $1054m or 31.7 per cent. In the absence of measures an-
nounced in the Budget, and in the May Economic Statement, traditional excise receipts
would have increased by an estimated $379m or 11.4 per cent.

Net PAYE ipts are projected to i by 4.7 per cent in 1983-84, refiecting
the full year effects of last year’s Budget measures and assumed slower growth in nom-

inal earnings. Total individual tax pts, including the Medicare levy and the
tax at source from payments for labour and services, are estimated to grow by 7.9 per
cent. .
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STATEMENT No. 2—THE BUDGET AND THE ECONOMY.
Overview

The economy sank deep .into recession in 1982-83 as the forces-instrumental. in
bringing the carlier expansion to a halt—principally Jarge increases in domestic costs,
international recession. and high, domestic and overseas. interest. rates—cxerted a
continuing jnfluence, and as widespread drought took its toll.

Private investment fell sharply and private ption spending kened, In
response, imports fell and stocks were reduced markedly. Fiscal policy became much
more stimulative but.the impact of this was not felt until the second half of the fiscal
year. As business responded to high labour costs, a slump in profitability and weakening
demand, employment contracted sharply and unemployment spiralled to rates not
experienced since the 1930s.

Finance was readily available over most of the year as reflected in the relatively high
growth of most of the financial aggtegates, Despite falls.in overseas interest rates and
the depth of the domestic recession, domestic interest rates remained relatively high
under the influence of continuing inflation and large and' rapidly increasing public
sector borrowings.

Wage increases slowed as the labour market deteriorated and the ‘wages pause’ took
effect in the second half of the year. Inflation continued at a high rate and by the second
half of the year was more than double the average of our major OECD trading partners..
Increased productivity and a slowing in wages growth brought only a partial unwinding
of past increases in real unit labour costs and business profitability and cash flow
continued to be depressed. Reflecting these pressures the value of the Australian dollar
dectined substantially over the year..

A continuing application of fiscal stimulus, the breaking of the drought, inventory
cycle effects and a strengthening in the ece of some of our major trading partners
indicate an improved outlook for domestic economic activity during 1983-84, However,
with uncertainties regarding the durability of the pick-up and the level of labour costs
still constraining employers’ reactions, and with the labour force continuing to grow,
some further rise in unemployment during the year can be expected.

The task ahead is to ensure that the pick-up in domestic cconomic activity in
prospect for 1983-84 is sustained and' transformed into. lasting recovery. For that to
aceur it will be:essential that the cost and: price moderation which began in 1982-83
should. continue and be supported by appropriate, and consistently applied, economic'
policies.

This Statement discusses those issues in: four Parts. Part [ reviews domestic econ-
omic developments during 1982-83 while Part I looks briefly at recent and prospective
developments in the world economy. Part I discusses aspects of the Government's
policy approach. Part 1V assesses economic prospects for 1983-84 and beyond. Unless
otherwise noted, values of goods and services are expressed in constant price {real)
terms, with growth rates for half years based on Ily adjusted data and d
as annual rates,

PART 1: REVIEW OF DOMESTIC ECONOMIC DEVELOPMENTS
o IN' 1982-83

Production and Demand o )
National dccounts'data indicate that the pace of nctw'ny in the nor;]-fall;n} slegcsl:-r;;f

the economy expnnded"ljelmively §tro:gly in 1:%0-]%1 ?Tg 81;11;;};; 3::; ux:’ 'a?ittlc'in'th;

Gioss noti-farmproduct decliied in the second hd o d-h ,"_ ked v a2

1982-83 but then declined sharply in the second hail- o ¥

g?rtchelﬂf g:!ozv its peak (sec Table 1 and Chart 1), However, undue weight shqu??hr;g;

be attached to the-precise pattern or liming of the more recent fnow(/:mems in

preliminary national accounts aggregates which are subject to revision.!

Table1: Gross Domestic Product (Average 1979-80 prices)

Gross non-farm product Gross domestic product
- et e e e
e et -
i Expenditure-
Expenditure- Gross u
fncome-based P based farm lncm‘nc-bascd " nll,::;‘;
estimute(a)  estimate(b) product cstimate(q)  estime

Change on previous period (peccent)

25
Yoo ‘ 23 64 a4
|97J‘< % . . . 83 ¥ e ;g § ;
b 21 36 8.1 2 3
A 27 30 25 u 2
— 8] 67 ~20 ¢ el
e 39 48 19.6 A 5
e 22 21 =114 Iy A
e 4.7 3.7 -11.2 ¥ ]
e "7 20 16,1 _2‘0 Iy
i+t - SN -19 ~08 ~177 Y
54
Hall year(c)~ 28 51 35 B
1981-82' l|l P _III; vt ) —-é; —%;
oo . 20 ~299 - =0
s -3 -34 -85 -43 42
(a) l"°°"‘°;.b“s°dl“‘i':‘“"‘.“‘"“‘j“’."“f,‘by‘he onofth . from (@)

2:} Seasonally ndjusicd, annual mtes.
0 . . " . lar
ithil - sector: there were some especially lnrg? declines in particd
a\:, “fh ":i?;en:;igz;nin 1982-83. There was & very sharp fallin mafxufacfunng %r:)::
m%d otp‘of the order of 11 per cent—which far excecded. the dlmens.lon: o ll‘
o l:l ‘::t.i:m in manufacturing activity. in 1974-75. Private mv;stment in -d“vv:ll!l:g‘
:z:st:uction declined by around 25 per cent. I_n cf)ntrast.,":n ]:I:le ?io?o - rgt
construction industry growth in government constrgctlon a::tm‘ i{a N acl:iev o
activily:levels in the face of a fall in private non-dwelling construc

, i s in periods of rapid’
w There is & possipility. that revisions to.the preliminary est:mmcs. may.be molr; srg?;’l;en:ilcr;s ;;c;} o :ﬂ
su‘ch as thetecent past; for instance, the initial estimate .(at average fpo bl el
) ,ch;ns‘e, t in nonfarm GDP in 1974775 was subscquently revised to an increase of .n:)eem“hem e
fu(c:'tc :sctg:mc showing an increase of 0.9 per cent in average 1979-80 prices. Over recent ¥
not appear to beany pattern in thedirection of revisions.
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The récession in-the non-farm sector coincided with a sharp contraction in farm
output and incomes. As a-result, both the income and expenditure-based estimates of
gross domestic product declined by about 2 per cent in 1982-83, the first financial-year
decline recorded in either estimate since 1952-53 and the largest since 1946-47.

The decline in gross farm product reflected the effects of the worst drought on
record in many-parts of eastern and southern Australia. Widespread rains in the first
half of 1983 eventually broke the drought in most areas but imajor flooding then
occurred in southern Queensland and northern New South Wales,

The drought severely affected cereals production, with the national wheat crop in
1982-83 estimated at 8.8 million tonnes, 7.5 million tonnes (or 46 per cent) lower than
in 1981-82, notwithstanding a record crop in Western Australia. As the drought
encouraged higher slaughter rates, the output of meat initially rose and herd sizes.were
reduced, It is estimated that cattle numbers declined by around 7 per cent over the year'
to March 1983 and. sheep numbers by around 3 per cent, Calvings and lambings in
1683-84 will be adversely affected,

Taken together, these various influences led to a large, though not unprecedented,
decline in gross farm product in 1982-83. At the same time, farm product prices, which
had fallen the year before mainly because of a contmuatxon of subdued demand on
world markets for Australian rural products, i Combined. with
increased prices for material inputs and labour, this resullcd in a decline in farmers’

“terms of trade’, Overall, farm incomes deflated by the price deflator for private con-
sumption expenditure fell by 53 per cent in 1982-83, much the largest percentage fall
recorded in the last 30 years,

As shown in Chart. 1 and Table 2, the weakness in activity over the past eighteen
months reflected a decline in private final domestic:d d and stock d lation
only partly offset by a rise in public final demand, moderate growth in exports anda fall
inimports,

The major component of the decline in private final domestic demand in 1982-83
was the continuing contraction in private investment in plant and equipment and non-
dwelling construction® which began in 1981-82 under the influence of rising domestic
labour costs, and higher interest rates, which reduced-international competitiveness and
profitability against the background of severe international recession and the softening
of international energy prices. By the second half of 1982-83 private investment in plant.
and equipment was about 22 per cent lower and private investment in non-dwelling
construction about 16 per cent lower than their respective pre-recession peak levels,
represenung a fall in total business fixed investment equivalent to some 2.6 per cent of
GDP. 1 in facturing—particularly in. the basic metal products indus-
tries—was the most hardhit. Mining investment continued to grow relatively strongly

 The national accounts estimates lor recent years adjust the components of new fixed capital expenditure
for major sales of capital assets by the public sector to the private sector, mainly under leasc-back arrange-
ments. The Statistician treats such transactions as additions to private fixed capital expenditure and re-
ductions in public fixed capital expenditure at the time of sale. To provide a better indication of underlying
trends the discussion in this section is based on figures adjusted, for the last two financial years, to remove
the impact of such sales from the estimates of both public and private sector fixed capital expenditure (and
of public and private finat domestic demand). :
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in 1982-83, largely reflecting the ‘pipeline’ of investment that results from the long lead
times. involved in such projects, but its pace slowed sharply in the second half of the
year. Survey data of. expectations suggest that private investment will decline in all
major sectors surveyed in 1983-84 (see Table 3).

Table 3: New Fixed Capital Expenditure by Private Enterprises in Selected
Industries (Current prices)

Manufacturing

Busic Other Totul Other
meta)  manue  manu-  Finance  selected
Mining products facturing facturing (4) ndustrics Total

Change on previous year (per cent)

Year ~
1979-80: e e s 4.5 61.8 —4.5 4.5 151 ~1.5 2.0
1980-81 . .« o+ ¢ . a8 1185 223 46.4 259 261 369
198182 « v - o v 502 522 6.1 205 8.6 294 259
1982483 . . . . 248 =214 ~-10 -127 (062 ~73 (015
1983-84(c) .+ -+ o o+ =254 567 -124 =295 (5)-88 —18.7 (h)—19.7
Half-yeur—
1981-82 & . . . oo 60.5 583 58 2038 194 41,5 296
|| O 424 412 6.5 203 179 18,1 22.5
1982-83 1 . . . . 469 74 =23 13 (5109 ~93 ()97
H .. ... 6.2 ~-46.3 =17 —~26.1 [OLES ~51 (8)—6.5

ncludes Jeasing to other sectors),

(a) Finance, insprinee, ren} estatennd business services (3
ly for a chunge to the treatment of ynsold speeulatively

() Growth raies shown have been adjusted approximate
built construction projeets.
(¢} Bascdonexpeetations data from the Statistician’s July/August surveys for 1982and 1983.

Another contributor to the weakeningin private final domestic demand—though of
lesser magnitude in its direct impact—was the slump in private investment in dwel-
lings. This began in 198 1-82 and persisted through 1982-83, although by the end of the
year the forward indicators of dwelling construction activity suggested that a pick-up in
housing construction was underway in both the private and public sectors.

As shown in Chart 2, since about 1975-76.the relationship between.lending for new
dwellings by the main housing finance institutions and total dwelling construction ac-
tivity has weakened, due in part to @ surge in dwelling investment in areas less reliant on
traditional sources of finance such as retirement housing, accommodation in resort
areas and, for a time; housing associated with resource projects. This surge appears to
have passed for the moment and.the lift in dwelling building approvals in the second
half of 1982-83 mainly reflects an increase in lending by the major housing finance insti~
tutions. That increase includes a very large increase.in lending for the purchase of estab-
lished dwellings, which: contributes indirectly to increased dwelling construction ac-
tivity through. its effect on. relative prices of new: and established dwellings and as a
source of funds to sellers of established dwellings for the purchase of new dweilings.
Factors behind the increased lending fof housing include an improved deposit intake of
housing finance institutions, particularly savings banks, as a result of a decline in. the
general interest rate structure and a consequent improvement in their competitive. pos-

ition as borrowers,
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After growing relatively strongly in 1980-81 and in 1981-82, the rate of increase in
private consumption expenditure slowed markedly in 1982-83 and expendituce fell in
the second half of the.year. One influence on this trend was a slowing in the growth of
real household disposable income in 1982-83 (with a slight decline recorded in the sec~
ond half of the year). In turn, this reflected the slowing in the growth of real average
wage earnings, the fall in the number of persons employed and the slump in farm.
incomes—factors partly offset by strong: growth in pl benefit, payment:
(and cash benefits generally) and by the reduction in personal income tax rates from b
November 1982, Heightened uncertainty in the face of rising unemployment and
deteriorating economic conditions apparently offset any tendency for consumption to
be maintained by drawing down savings, so that the aggregate houschold saving propen-
sity increased, after adjusting for the effect on that aggregate of the sharp fall in income
in the farm sector (see Chart 3).

Taken together, the decline in private investment and the weakening in the growth:
of private final consumption expenditure contributed to a marked (3.2 per cent) fall in
private final domestic demand in 1982-83. This was partly offset by a rise in govern-
ment ption expenditure, by both Ci ith.and State and local govern-
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Chart 3:  Changes in Real Household Disposable Income and
o Prlvn%e Consumption and the Household Saving Ratio:
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ment authorities, and strong growth in capital expenditure by State and local govern-
ment authorities. Growth in exports of goods and services also worked \? offset, to
some extent, the. decline in private final domestic de,r'na_n_f! m -1982-835 this reflected
strong growth in non-rural exports which outweighed adeclinein yural exports. )

The effect of: the decline in-final demand in 1982-83 on dom.cstic pr(:)ducnon.was
exacerbated by-a large run-down in private non<farm stocks particularly in thg §econd
half of 1982-83 as busi faced by a sq on cash ﬂowy\nd proﬁtabnht_y aqd
continuing high interest rates, moved quickly to reduce 'mvgntones. The. reductn.on in
non-farm stocks following the rise in 198182 ¢ontributed néarly half of }he dechr'le in
total demand in 1982:83, slightly more than contributed by the fall in private business
fixed investment. Farm stocks also declined due to the effects of drought.
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In marked contrast.to the previous year, when there was a surge in imports, imports
of goods and services fell sharply in. 1982-83 due to'the kening in final d d
particularly the decline in. import-intensive investment in plant and equipment-«the
decumulation of private non-farm stocks and'some improvement in-Australia’s relative
competitiveness as a result of continuing depreciation of the exct rate. The resuit-
ing fall in import penetration reduced the impact.on domestic production of the full
effects of the decline in demand. The fall in the volume of imports in the year was
equivalent to about 2,2 per cent of gross domestic product.

‘The Labour Market and Labour Productivity

The total number of persons employed in the non-farm sector (measured consist-
ently with the national accounts) fell by 1.6 per cent it 1982-83—a somewhat larger
fall than the decline in non-farm product—while the corresponding measure of aggre-
gate hours worked fell by 2:5 per cent. The total number of persons in civilian employ-
ment in 1982-83 fell by 1.4 per cent, the largest fall for 30 years.

Hence ‘labour shedding’ took the form of reductions both in numbers employed and

in hours worked by those in employment—through greater use-of part-time employees,
reduced overtime and short-time work arrangements. Average labour productivity (per
hour worked) in the non-farm sector increased substantially in the first half of the year,
when there was a small increase in non-farm product, and remained at around this level
in the second half of the year, when non-farm product fell sharply. The overall result
was thus somewhat similar to the experience in 1974-75 when rapid growth.in labour
costs also played a large role in bringing on the recession and 'when labour productivity
growth increased relative to the change in non-farm product. These developments
appear to have reflected, in large part, strong efforts by employers—conditioned by a
belief that there would be no early recovery in profits and by the. experience of
1974-75~to rationalise their labour requirements in sesponse to increased labour costs
and consequently reduced profits and cash. flows. The completion of construction and
coming on stream of some resource projects may have contributed to the rise.in pro-
ductivity, although. the decline in manufacturing cutput has probably been such that
the change in the industry composition of output has detracted from' growth. in
measured productivity in 1982-83. Some of these employment responses are purely cyc-
lical (e.g. reduced overtime and short-time arrangements) and should be reversed when
demand picks up. But the trend towards economising in labour use—with on-going im-
plications for employment—may continue for some time until a better relationship be-
tween labour costs and profits can be firmly re-established.

The decline in employment, which began in the second half of 1981-82, gathered
momentum in 1982-83 (see Chart.4). The number of persons employed in the private
sector contracted by around. 3.3 per cent over the course of 1982-83 but this was offset
to some degree by an increase in employment in the public sector. Overall, a continued
rise in pari-time employment was more than offset by a substantial decline in full-time
employment (see Chart 5). The numbers of employees and employers both fell, but the

ber of self-employed remained: broadly-unch d. Data.on employ t, vacan-
cies'and overtime suggest that the decline in the demand for labour levelled off towards
the end of 1982-83.
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Chart4; Labour Market Aggregates (seasonally adjusted)
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Chart 5:.  Selected C

of Civilizn Employ

Level ('000)- . : ' !
5400 i
53004

Persons Employed Full-time (a)

Level ('000)
5800
5700
5600
5500
54004,

Total Adult (persons aged 20
Employed P:rsons {b) B ycm o)

Total Junior (personz aged 15to 19 .
100 Employed Persons {b) ¢ years)

Level ('000) :
5400+

5300
52004
5100
50004

Employed Wege and Salary Earners {b)

Sclf-employed Persons (b)

600+ e S

400 Employers {b)
- —————'\——s—\___\
T T T 23 l‘ T
S D M J s p )
197980 1980-8

(a) Seasonally adjusted, monthly data,
(b) Data for February, May, August and November of each year; not seasonally adjusted,

=z
«d
n

> 2

-
o
]

1981820 7 198283

2

The decline in employment in 1982-83 was pasticularly evident in the manufactur-
ing and construction industries, By contrast, employment contipued to rise in some ser-
vice.industries. Reflecting these trends, the employment of males, particularly trades-
men and other manual workers, was. cspecially adversely affected. As well, for the
second successive year, there was a large contraction in the number of juniors in em-
ployment, partly reflectinga longer-term-decline in the junior labour force but mainly
due to the higher susceptibility of juniors to deteriorating labour market conditions—
the latter largely a result of junior wage rates which have evidently been-set above the
relative work value of the employees concerned.

The impact of the decline in employment on. recorded unemployment.in 1982-83
was cushioned to-a: small extent by an associated decline in. the labour force partici-
pation rate, particularly for juniors and older males, which was reflected'in a rise.in the
number of discouraged job-seckers who are classified as being outside the labour force.
Despite the deterioration in employment during the year, the labour force grew at the
same raie as in 1981-82, Recorded unemployment thus Tose dramatically over the year;
the scasonally adjusted ber of persons ployed d by 266 100 over the
year to the June quarter 1983 to 719 300 persons and the unemployment rate rose from
6.6 per cent to'10.3 per cent, Reflecting the changes in the structure of employment
already noted, almost the entire rise in unemployment over the last year was in-persons
seeking full-time work, with adult males accounting for around two-thirds of this in-
crease. Unemployment of juniors also rose sharply to take the seasonally adjusted un-
employment rate for juniors seeking full-time work t0-26.9 per cent in the June quarter
1983 (see Table 4),

Table4: Labour Market

unior labour market
The number of employed p Unemp Per‘sonsJ Full-time
Fulltime  Part-time Total Persons  Persons Total' (@) rate(d)
seeking  seeking  umem. —————— ————
Changeon Changeon Changeon full- part- ploy-  Changeon
ayear ayear ayear time time ment ayear
calier caslier carlier work work, rate. carlier
(percent)  (percent) (percent)  ('000s) ('000s) (percent) (percent) (percent)
Year(c)—
1979-80 . . . . 20 38 23 3360 679 6.1 21 186
1980-81 . . . . . 2.2 57 27 215 65.3 59 45 172
1981-82 . . ., . 1.2 12 1.2 349.8 69.9 6.2 -33 17.5
198283 . . . .. -26 47 -4 538.3 838 9.0 =19 236
Quarnter(¢) (d)—
1981-82—
Sept. P 1.8 23 19 3336 634 58 .. 16.2
Dec, ' 1.7 v 06 16 3345 665 59 -26 169
Mar, . . 14 19 3 3528 1732 6.2 ~40 180
June e . 09 02 3769 762 6.6. —-63. 9.1
1982-83— .
Sept. PN -0.8 25 —0.2 408.1 82.2 T =51 19,5
Dec, e -23 64 —039 s21.L 818 8.7 —6.5 23
Mar, P —40 6.6 24 587.9- 824. 96 —-108 26.1
June: e -33 34 . -2 6313 88.0 10.3 -9.1 269

(a) Persons employed aged 15-19 years.
(&) Thenumber of juniors (those lled 15-19 years) secking full-time work as a percentage of the junior full-time labour force.
{¢) Based on| the average of the monlhly observluons forthe period.
@

d except for thy and the full-ti

rate for juniors.
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Incomes and Labour Costs
The marked deterioration.in the labour market, reinforced by the adoption-of the

‘wages-patise” from December 1982, led'to a sharp slowing in increases in award wage'

rates and earnings during,1982-83 (see Table 5).

Award rates of pay grew strongly in the second half of 1981-82 and the carly months

0f 1982-83. In part, this reflected i in individual awards following the May 1982.

National Wage Case decision which, while ostensibly not recognising the 1981 metal in-

dustry. agreement as establishing a ‘community standard’, facilitated the ratification; of

agreements'that were in accordance with it, As.a result, wage increases comparable t6

those under the metal industry agreement spread rapidly to most areas of employment’

d by industrial.g ds. A sirvey® of 60 major Federal awards estimated. that

about 83 per cent of employees covered by these awards received award wage increases

in the three months from June to August 1982, with a further 15 per cent receiving in-
creascs in the following three months,

TableS: Award Rates of Pay and Earnings.

’ Average weekly earnings (survey basis).

Award rates Average earnings
of pay: Total  (national accounts basis)(a)-
adult wage Full-timeadult Total, carnings .
andsalary  ordinary time earnings inreal  Innominal °  Inreal
carners(b) earnings(c) {9 terms(e) terms terms(e)
Change on previous period (per cent)
Year— N
1979-80 . 88 9.4 9.9 —02 9:5 =06
1980-81 . .7 142 135 38 132 35
1981-82 122 133 136 n39 137 40
1982-83 e 108: 142 1.2 =01 19 0.5
Half year (g)— R
198182 1, 104 wnne wni22 29 121 29
no. 16,7 168 18.5 74 173 63
1982-83 1 . 120 168 105 -8 159 30
no. 33 71 6.0 -4 14 =76
(@) Non-farm wages, salaries and ) pernon-farm

I earner..

{6) Growthratesarc based on weighted average figures centred on the [niddic of the period.

{c)" For the June quarter 1985 and earlier periods the figures are based on estimates of fulltime non-managerial
adult male average weekly ordinary time earnings derived from-payroll.tax and other returns for the whole
quarter. From the Sep quarter 1981 the esti are based on a new survey of private and government
employers and relate to average weekly ordinary time ings of all adult full-ti p fora pay period
around the middle of each quarter.

(d) Forthe June quarter198 and earlier periods the 1ota) average weekly earnings figures are based on the former
payvoll tax based series on & so-called ‘mate units® basis, From the September quarter 198! the estimates are
bascd on the new survey and relate to total average weekly earnings for all employoes.

(¢) Deflated by the implicit price d of private final it i

(/) Basedonlinksto the former payroll tax based series at the September quarter 1981,,

() Growxh_‘ rates are at annual rates and use scasonally adjusted data for the ‘old® average weekly earnings series,
the.‘old‘ average weekly ordinary time carings serics and the average earnings series on 4 national accounts
basx;;llhe award rates of pay series, the ‘new" average weekly ordinary time earnings series and the ‘new” average
weekly ear adjusted.

" | ission, Exhibit 9, to the June1983 National Wage Case.
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Developments in various measures of wage rates and carnings are shown:in Chart6.
The slowing in the rate of i in-award rates of pay apparent from September 1982
was not refiected-in a corresponding slowing in.average weekly ordinary time earnings
of adult full-time employees until the second half of 1982-83 despite the introduction of
short-time-work.arrangements.in some areas, This lag appears to have reflected, inter
alia, delays in the payment of award wage increases, the timing of the earnings surveys
and differepces in.the coverage of the series. Changes in the composition.of full-time
employment may also have played a part®. In the case of average weekly earnings,
these factors were partly offset by reductions in overtime and the continuing shift to
part-time employment,

Following a special Premiers’ Conference held on 7 D ber 1982 the C

wealth, State and Northern Territory Governments initiated a pause in wage and salary
increases and in hours reductions for both public and private sector employees. This
took the form. of interventions in support of a pause before the relevant industrial tri-
bunals and, in some cases, legislation to freeze the wages of public sector employees.
The Australian Conciliation and Arbitration Commission agreed to apply a pause in
wages and conditions from 23 December 1982 until at least 30 June 1983-and each-of
the State indistrial tribunals agreed to similar. pauses in their respective jurisdictions.
Legislative arrangements extended the *pause’ to twelve months for employees of the
Commonwealth and Western Australian Governments.

On 29 June 1983 a full bench of the Australian Conciliation and Arbitration Com-
mission began hearing a National Wage Case on claims by the ACTU for the intro-
duction of a centralised system of wage determination based on quarterly indexation of
all award and over-award wage rates, ing with- the i in the CPI from
the March quarter 1983. Pending a decision in that case, the guidelines that applied
under the ‘wages pause’ remain in effect.

Average award rates.of pay increased only marginally—by 0.3 per cent—between
January 1983 and June 1983, which suggests that the ‘wages pause' was effective during,
this period. Earnings growth for the same period remained somewhat higher, but never-
theless also slowed corisiderably in the second half of 1982-83.

For 1982-83 as'a whole, average weekly earnings for all employees rose by 11.2 per
cent, and average weekly ordinary time earnings for-adult full-time employees by 14.2
per cent. After deflation for' ts in the ¢ price index, real average
weekly earnings fell over the course of 1982-83; by the. June quarter. 1983 they were
comparable to their level in the December quarter 1981 but. real average weekly ord-
inary time éarnings remained 2,5 per cent aboye that level (see Chart: 7). Over the three
years to.the June quarter 1983, real average weekly earnings increased by 4.4 per cent;
for real ordinary time earnings the increase was 8.0 per cent,

The sharp-falls-in employment and-the:slowing in earnings growth.during 1982-83
1éd to a slowing int the growth of wages, salaries and supplements and in the second half
of the.year that aggregate declined. However, this.was partly offset by reductions in.in-
come tax.scales in November 1982 and large increases in transfer payments. from the

" Thisis discussed in a technical note on pages 88-95 of the Inforniation Paper on the Economy submitted to
the National Economic Summit Conference, April 1983;
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Chart6:  Indexes of Wage Rates and Earnings:
(September quarter 1979 = 100)
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by all employees. The latter series has been smoothed by Treasury to minimise scasonal
and erratic short-term movements.,

(b) Average yordinary gs for all adult ull-ti i linked to the
‘old’scasonally adjusted average weekly ordinary time earnings series for full-time non-
fal adult male atthe quarter .
(c) Average weekly earnings for all emp! linked to the'old" Iy adjusted male

units series at the September quarter 1981,
(d) Break in series associated with change from payroll tax based carnings series tosurvey
based earnings series, Further details provided in footnotes {(a}to (c).

Commonwealth so that, after allowance for price increases, real household disposable
income remained virtually unchanged in 1982-83, Details of some of the major com-
ponents of household disposable income are shown in Table 6.

Real'unit labour costs, which:rose in 1981-82 as increases in hourly labour costs out-
stripped increases in prices and productivity, appear to have remained at'a high level in
1982-83 but to have fallen in'the second half of:the year as wage increases slowed. Table
7 shows two measures of redl unii labour costs, One.is an estimate of such.costs in the
non-farm sector; this shows. a decline.in the.second half of the year. However, this
measure may be affected By shifts in the composition of Gutput between the public,
dwellings and unincorporated sectors and the private corporate sector. The second’
measure shows real unit labour costs in the private non-farm corporate sector and.
avoids possible distortions due to such shifts, but is available only on-a fi ial year
basis. Qver recent years it shows a slightly stronger rise in real'unit labour costs than the
first measure.
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Chart7:  Prices, Earnings and Real Earnings
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(a) Average weekly earnings for all employees linked tothe ‘old” seasonally adjusted male
units series at the September quarter 1981, A 5 i

(b) Breakin series associated with change from payroll tax based catnings seties tosurvey

ings serics, Further details are provided in footnotes () and (d).

{c) BasedonsixSi ital citl price index up to and including the June
quarter 1981 and on the cight capital cliles index thereafter, 5

(d)- Average weekly ordinarytime carnings for all adult full-time employees. linked to
the 'old" sezsonally adjusied average weekly ordinary time earnings serics for full-
time non-managerial adult malc employces at the September quarter 198 1,deflated
by thesix State capital cities consumer price index in the petiod uptoan ncluding

the June quarter 1980 and by the cight capital cities index thereafter,

rage weekly eatnings series described in foatnote (2), deflated by the six State
©@ :a‘;ml‘cili:s coynmmet;riu Index in the pericd upto and including the June quarter:
1980 and by the cight capital cities index thereafter.
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Table 6: Household I on (Including I ies of Unincorporated Enterprises)

Income of other
unincorporated  Personal House- ho,:x:]c
Incomeof  enterprises and benefit: hold  dis
Mm\ﬁ:’:gesd.' farmunin.  fromdwellings paymentsto House- Income  dispos- Z:ls
ald n <o i i
rporated a_‘nrll'nrv\iergl residents . hold. tax able inmmr
i i {a) income paid  income [t4
Vear. Change on previous period (per cent)
1979-80 . . . . 113 138 10.1
§ E . . 8.7 18] 17.5 10.
:gg?g; P :g; =153 1490 129 140 166 lg: g .
mEillow B o o2 o® % om Y
o - X 1.0 82 14 0
1981--82 l]l . :;g 262 253 15.2 16.6 162 16,2 6.
198283 1 e . —-268 12,7 16.6 148 294 1.8 i
" PR 14.2 ~65.6: 16.7' 222 130 9.1 138 I"
L . —324 169 326 54 —144 95 -04

(a) Includes unemployment and sickness bencfits, family allowances, widows', age, invalid and repatriation pensions and other transfy

fersto persons from general government,
defated by the implicit price d for private final

() Scasonally udjaslcd annual rates,

Table7: Indexes of Average Real Unit Labour Costs
{Average 1966-67 to 1972-73=100)

Average real unit Average real unit
labour costs (@)~ labour costs (b)-private
non-farmsector  non-farm corporate sector
Year—
1970572 0 0 L L o e e e
1972473 L L o e o e e e e e s :8|2 ;&l)
197374 L L L L oo s e e e e 105 105
197475 . o L 0 o0 0 e e e e e e 110 109
197576 . o . 0 e e e e 108 107
1976-77 . . . . . o e e e e e e 108 106
1977-18 . . o Lo e e e e e 108 107
98- ... .. T e e e e 105 104
1979-80 . . . . o oo e o e e e 105 103
1980-81 . . . .o o0 e e 105 102
198§-82 . . . . . . e e e e e e 107 105
1982-83 . . . . 0o e e . 107 107
Hulf year (¢)—
1981-82 1 . . . v v oo . 108 n.a.
] 109 na,
1982-83 | T 109 na
. L 106 na,

(1) Ratie of non-farm wages, salaries and suppiemenls and i implicit'pri
payroll tax, deflated by the implicit'price deflator of

gross non-farm product, per hour worked by non-farm wage and salary carners t 8

average 1979-80 prices, pes hour worked by all p R e in thery famseror form product at
) :1;::(:‘ ::‘\?:rs:ms.cz:l‘t;;ws‘ ar;g iu pxl:lcmenls and in;pnl:d payroll tax (less employment subsidies) paid by the pri-

- rate sector to private non-farm corporate sector 0ss i

payroll tax (less employment subsidies). i gross produst at factor et plusimpted
(¢) Scasonally adjusted.
na. not available.,

28

The.downturn in ic activity.andi d labour costs had a severe effect on
business profits in1982. The gross operating surplus of trading enterprise companies
declined by 6 per cent in-nominal terms in 1982 or by 17 per cent in real terms (relative
to the price deflator for. gross-non-farm: product); theré was a partial recovery in the
second half of 1982-83 by about 5 per cent in real terms.

A number of other guides to trends in profitability and cash flows are shown in
Chart 8. The top two lines of the chart show the share of the gross operating surplus of
the non-farm: private corporate sector (both before and after stock valuation
adjustment) in that sector’s gross product at factor cost. Both shares dectined in
1981-82 and 1982-83 to near historically low levels.

Gross operating surplus includes, inter alia, interest payments and direct taxes as
well as profits: In view of the high levels of interest rates in recent years and the rising:
indebtedness of the corporate sector, the decline in profits is likely to have been greater
than the recorded decline in the gross operating surplus shares. Cash flows would have
been even further constrained because of the lag in tax payments which are'made in
respect of the. previous year's taxable income. An approximate guide to within-year
trends in profitability and cash flows is provided by the bottom line: of Chart 8; it
suggests that in the second half of 1982-83 profitability and cash flows may have
recovered somewhat from the very low level established in the first half of the year, but
remained well below historical levels. This more traditional measure may, however, be
affected by distortions due to the shifts in the composition of output. :

Prices

The rate of inflation continued unabated in the first half of 1982-83 mainly as a
result of the earlier strong growth in: labour costs and relatively large increases in a
range of government charges and taxes. Price increases eased during the second half of
the year, reflecting the slowing in the growth of labour costs partly offset by the impact
on some meat prices of the breaking,of the drought and possibly by some recovery in
profit margins. Domestic prices also benefitted from a slowing in inflation overseas,
despite the depreciation of the exchange rate over the course of the year. By the second:
half of the year the rate of price increase in Australia was more than twice ashigh as in
our major trading partners.

The deflator for gross non-farm product—a broad ‘measure of the domestic
component of inflation—rose by 11.4 per cent in 1982-83 following an increase of 11.8
per cent. in 1981-82, However, as shown in. Chart 9, growth in this deflator stowed
sharply in the second half of the year (though this slowing may be somewhat
over-stated in the t of suspected problems with seasonal adjustment)
reflecting the effects of the deceleration in labour costs and continued sluggishness in
demand. Growth of expenditure prices also slowed in the second half of the.year, when.
the deflator for total.d tic final-d d increased at an-annual rate of 8.4 per cent
(see Table 8).. ’
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Chart8:  Shares of Gross Opeiating Surpies in Grous Prodncut

Factor Cost.
percent
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124 Gross Operating Surplus Share.
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The drought had-a noticeable. cffect on meat prices. during, 1982-83, As fccdir_lg
became more difficult, beasts were brought to market early, This led to a' fall in
livestock prices and helped to: restrain growth in the. prices of material inputs to
manufacturing and: in consumption, prices in- the first haif of 1982-83. In the final’
quarter of the year livestock prices increased sharply as stock were. withheld from
markets as the drought came toan end,

Chart'9:  Implicit Price Defl: (p hanges at annual rates) (a)
per cent
a0

\
\\‘. \ Non-farm Product
\\\\ / \ Deflator

04 A Farm Product
! e /" Deflator
\,\ Y Va
REE | .
20 [ . t r 1 " 1 t
jt8 1 1 I 1
1979-80 ‘ 1980-81' 1981-82 1982-83

(a) Based on seasonally adjusted data,
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l9§i—8§

Half year(a)

1981-82

1982-83
s
107
208

9.6

104
254

Change on previous pcnod {perccnt)

1981-82

Year
94
103
94
na.

1980-81

103
140
10.3
na.

1979-80

(weight of 95.7%) ()

dek

zand local g

Implicit price deflators(d)—

Food (weight o 213%)(e) - . . . . . . . .. L. ... ._.!1

All groups

Consumer priccindex(b) —

Table8: Prices

RIIAGRIE 85 =F Fiscal Conditions
cod The Commonwealth Budget deficit in. 1982:83 was $4473m, equivalent to 2.8 per
g n  ne B cent of GDP. This compared witlra deficit of $548m or 0.4 per cent of GDP in. 1981-82
333334 vd eg an and represented a sharp departure from the sustained downward trend in the deficit as
a proportion of GDP between 1977-78 and 1981-82,
EERE E 3 5 ; 33 ?: 2 The 1982-83‘Bu;!get‘ deficit outcome was. $2799m above the Budget-time estimate,
! The deficit overrun was attributable primarily to the effects of the unexpected severity
awaneend  me 0% of th.e‘ weakness in the labour market on receipt§ and outlays, particularly social
keI Nz §e we security outlays, and. to’ post-Budget decisions, mainly on the expenditure side (see
! Statement No. 5).
220333 'IG 2 éé gd In 1982-83, Commonwealth budget outlays increased by 18.5 per cent. This
represented an increase of 6.3 per cent in real terms, the Jargest such increase since.
os om 1974.75 and well above the average annual increase of around 2 per cent recorded
=R a2 during the seven intervening years. Budget outlays were equivalent to 30.4 per cent of
GDP in 1982-83, exceeding the previous peak of 30.0 per cent in 1975-76.
28g833rg X2 23 Commonwealth budget receipts increased by 9.1 per cent in 1982-83 compared with
anincrease of 15.9 per cent in 1981-82, In real terms, budget receipts fell by 2.1 per cent
in 1982-83, compared with growth of 3.7 per cent in 1981-82 andan annual average real
gaggrage 38 33 increase of around 4.4 per cent over the decade to 1981-82, The decline in real budget'
£ receipts in 1982-83 was the first since 1972-73 (when payroll tax was transferred to the

States), and the largest since at least the: mid-1950s. Nominal GDP grew even more
slowly in 1982-83 than budget receipts, with the result that, as a proportion of
estimated GDP, budget receipts increased marginally in 1982-83 to reach a new record
high of 27,7 per cent,

Current outlays and receipts of the Commonwealth non-budget sector are relatively
small, Some details of developments in the sector are gwen in Statement No. 6 and in
Table 10 attached to that Statement.

T
£
.. 3
s J:
. S
. ]
.. -
C ]
- 5
T Oy |
Lo o %3? 4 State and'local sector outlays also increased strongly in 1982-83. As a proportion of
........ .. ",%'_?- H GDP, State and local sector outlays increased to 22.2 per cent from 20.2.per cent in
e 238 RE 1981.82 (see Table 9). Abstracting from the effects of sale and lease-back transactions.
5 4
o - g k g, . with the private sector, these outlays are estimated to have increased by 6 per cent in
.z N '_—z_; g g real terms compared with 4 per cent in 1981-82. A major.component of the increase in
gy -] geiss a% 1982-83. was. in- fixed. capital expenditure which is estimated to have increased by
%% . . wal EE é‘ &2 around 8 per cent in real terms reflecting, in particular, large increasesin capital works
g g_s' - T 3z %_‘ 3 §§ undertaken by electricity authorities.
§5 | , . 2 %L
v.i%,g %g ‘g By _%-g %‘4 e -§§ State and local government s from own are estimated on a
g % 3 §§§§ %.5‘3 3 % & EE preliminary basis to have: increased by 17 per cent (or 5 per cent in real terms) in,
§25 LE Efe) %33 $Y|gEisfisiy 1982-83. Commonwealth payments to the State and local sector increased. by $413m
3 gg 'z‘-‘! £ g §"E g: s 2al 231 §. : niég above Budget -time estimates (principally refiecting ‘wages pause savings’ transfers and
Ll §§e§ z .g-; 3 ‘5"§§ Efc kTl | 5§ 3 assistance in respect of drought and bushfires). Total State and:local sector revenues
§§§ 2 B99TE3ETSs[ SxxS5 824t (including transfers and advances from the Commonwealth) are estimated to have
FZS000gZ & SSTSEoREs increased by 17 percent in 1982-83, or by 5 per cent in real terms,

w
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The overall State and local sector deficit (net of Commonwealth advances) in
1982-83 is estimated to have been $5182m; as a proportion of GDP it was 3.2 per cent,
up from 2.5 per-cent in 1981-82. There was thus a continuation of the.trend; evident
since the mid-1970s, of increased resort to borrowing by State and local authorities.

The major part of the increase in State and local governmerit borrowing in 1982-83
represented borrowings of State electricity authorities, following the agreement at the
June 1982 Loan Council meeting to remove the controls over the amount and terms of
their domestic borrowings. Conventional longer term borrowings by these authorities
rose: to $2612m in 1982-83, some 122 per cent above their level in 1981-82, These

figures do not cover off-program fi ing techniques employed by these authorities,
specifically leasing, trade credit and short term borrowings. Following the June 1982
decision, electricity authorities reduced their 1 to such techniq|

Total public sector outlays are estimated to have increased' by 19 per cent in
1982-83 or by 7 per cent in real terms; as a proportion of GDP they rose to 42.6 per.cent
which was well above the previous high point of 39.6 per cent reached by this ratio-in
the mid-1970s (see Table 9 and also Statement No. 6)..

As a percentage of GDP, the Public Sector Borrowing Requirement (PSBR) is
estimated to have almost doubled from 3.3 per cent in 1981-82 to. 6.4 per cent in
1982-83, with both. the Commonwealth and. the State and local government sectors.
contributing to the increase (see Table.10).

Table9: Public Sector Outlays as s P tage of Gross D« ic Product

State and Local Government Sector

Financed by:
Common-
wealth  Common-
sector wealth Own
outlays(a)(b) assistance(c) funds Total(d) Total(s)(d)
{percent) (per cent) (percent) (percent) (percent)
(1) @) (3) 4) (5)
Year—
1973-74 24.6 8.1 8.4 166 316
197475 29.4 104 2.0 194 371
1975-76 306 1.6 8.5 201 319
1976-17 302 107 9.2 200 382
1977-78 311 1 99 209 3%9.6
1978-79 29.5 10.5 9.7 203 380
1979-80 29 10.1 9.9 20,0 3717
1980-81 289 9.9 105 20.3 38
1981-82 29.3 9.5 107 202 388
1982-83 3.8 102 12,00 2.2 426
(a) Budgetand non-budget sector. The latter i inly capital di
() Ifadjustment is made for sale and } back ions with the pri éctor, the esti for 1981-82 and
1982-83, the years principally affected; are increased by the following amounts; for the Commonwealth sector
by ap 0.2and 0.1 ge poin pectit for the State and local government sector by ap-
0.7and0.5 ge points i and for the total publi by i ly 0.9 and
C.6 percentage points respectively.

(¢) Directassistance from the Common wealth budget,
(d) Net of all transfers between Commonweaith and State and local government sectors, Column (5) is cqual to
column (1) pluscolumn (3) less interest payments between these sectors.
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Table 10: Public Sector Borrowing Requirement(a) (5)

Commonwealth Statcand local

sector government seclor(c) Total
Percentage Percentage Pereentage
sm of GDP $m of GDP Sm of GDP
Year—

1973-74 353 0.7 457 09 812 1.6
1974-75 2516 4.1 925 %] 3440 56
1975-16 3530 48 450 0.6 3979 5.5
1976-17 3029 36 1022 1.2 4052 49
1977-78 3851 43 1616 18 5467 6.l
1978-79 3618 35 1926 19 5545 54
1979-80 2457 2] 2248 20 4704 4.1
1980-8t 1470 L1 3175 24 4645 36
1981-82 1087 0.7 3769 23 4856 33
1982-83 5188 3.2 5182 32 10370 64

(@) Total public sector outlays less receipts; net advances to other sectors by the public sector are treated as outlays.
This measure differs from the measure of net.borrowing by the public sector used in Chart 11, in which net
advances are treated as lending.

(b) 1f adjustment is made for sale and Jease-back with the pri , the estimates as a percentage
of GDP for 1981-82 and 1982-83, the years princi d, arei d by the followi : for the
C sector by ly 0.2 and 0.1 points respectively; for the State and local
sector by 1y 0.7 and 0.5 p points respectively; and for the total public sector
el 0 () noints el
vy + Gt
(¢) The figures for the deficit of the S d local g¢ shown here do not include ad from the
C budget; they therefore indi he residual b i i of th

Monetary Conditions

Monetary conditions are infl d by develop in the domestic cconomy,
(e.g. changes in the level of economic activity, changes in net borrowing and lending by
different sectors and changes.in ic policies) and by developments in overseas
financial markets,

Overseas financial conditions have been an increasingly important influence on
domestic financial developments as the Australian financial system has become more
closely linked with world financial markets. During, 1982-83, substantial falls in
overseas interest rates and more liquid financial conditions abroad. were accompanied
by similar trends in Australian financial markets, just as relatively high interest rates
and tighter financial conditions had been experienced both overseas and at home in
1981-82. Chart 10 depicts' movements in United States and Australian medium term
bond yields over the period. 1979-80 to 1982-83. Both rates. fell over the course of
1982.83, although with a wider margin. developing than in previous years, reflecting,
inter alia; the independent influence on interest rates in the two countries of the
demand for and supply of finance, and exchange rate and inflationary expectations.

Underlying the developments in domestic financial markets in' 1982-83 were
substantial changes in the net lending and borrowing positions of the major sectors of
the economy, In particular, corporate sector net borrowing had risen to a very high
proportion. of GDP in. 1981-82, partly reflecting increased corporate investment. in
resource-related projects, In: 1982-83, however, corporate net borrowing fell sharply,
despite reduced corporate profitability and cash flow, as fixed investment slumped and
inventories fell substantially,
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Chart 10: Medium-term Government Bond Yields in Australia and the

United States
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(a) Theorctical yicld on five-year Treasury bonds.

{b) Yicld on fivc-year government securities, Prior to April 1980, yicld on three to five-
year securities,

The fall in corporate net borrowing in 1982-83 was offset by a more than two-fold
increase in public sector net borrowing, from about $4600m in 1981.82 to about
$9800m in 1982-83, While net lendmg to Austraha from thc external sector decreased,
net lendi by the household sector i d Ily, the latter arising from a
moderate rise in household savings and a marked fall in investment by the household
sector, particularly dwelling investment. The public sector was thus able to finance the.
large increase in its deficit in an envi t of falling I domestic interest.rates.
This occurrcd partly because of the fall i in overseas interest rates; partly because of an

ping ¢! ion that our inflation rate would fall inthe short term (if
for no other reason than the very depresscd state of economic activity); and partly

b of the i inh old net lending and reduced competition for funds
from the corporate sector.

Chart 11 illustrates developments in the net lending and. borrowing positions of the
major sectors of the Australian economy as a proportion of GDP over the last five
years. As is evident from the chart and the discussion above, the deterioration of the
cconomy in 1982-83 resulted in a redirection of net borrowing and- the associated

financial flows but not in any reduction in the overall levels of real borrowing and
fending undertaken.
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Chart11: Net Lending and Borrowinl by Sector
{per cent of Gross Domestic Product) (a)

percent Public Authoritics
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(a) Based on National Accountsdata and Treasury cstimates. Posmvc (upw:rd) barson
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borrowing.
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Primary Liquidity Formation

There was a large increase ($5979m) during 1982-83 in the non-official sector’s
holdings of liquid assels and Commonwealth Government securitics (LGS assets),
consisting of an increase in currency and deposits with the Reserve Bank ($336m) and
Commonwealth Government securities ($5643m). This.reflected the marked increase
in the Commonwealth domestic budget deficit in the year and very large surpluses on
private sector foreign exchange transactions (PSFET). in several months of the
financial year, particularly in the period September to December 1982 and again in
April 1983, which contributed to a record PSFET surplus of $3871m for the yearasa
whole., The net outcome was that, even though sales of Government securities to the
non-financial sector. were high, there was for much of the year a comparatively ready
availability of LGS assets to the financial sector,

A little. under half of the aggregate take-up of Commonwealth Government
sccuritics in 1982.83—some $2390m-—was in Australian Savings Bonds (ASBs). This
instrument gives the Commonwealth direct access to houschold sector savings, thereby
reducing the extent to which the deficit is financed through the process of
intermediation—that is by the houschold sector depositing funds in financial
institutions which are then enabled: to purchase Government sccuritics. ASBs can
thereby be particularly effective in constraining growth. in the monetary aggregates.
The large sales of. ASBs in 1982-83 can in this sense be regarded as one of the more

ful ts of y policy; without them the increase in household deposits
with financial institutions and in the monctary aggregates would have. been much
greater. In another sense, the refatively high dependence in the deficit financing task
upon high sales of ASBs was, potentially at least, a cause for concern. The ASBis a very
liquid instrument, being redeemable at one month's notice. In past periods (e.g.
1981-82) when the ASB rate has not been kept competitive; redemptions have been
high.

Secondary Credit Formation

Secondary sources of credit growth contributed substantially less to the overall
growth of the monetary aggregates during 1982-83 than in earlier recent years, In
particular, with the corporate sector’s demand for credit considerably weakened by the
recession, the growth in major trading bank advances during the year was. much
reduced, from 12.1 per cent in the twelve months to June 1982 to 8.1 per cent in the
twelve months to June 1983,

Among the groups of major financial intermediaries. only the savings banks
increased the growth of their advances in 198283, Savings bank loans outstanding
increased by 20.1 per cent over the twelve months to June 1983 compared.with 11.0 per
cent over the twelve months to June 1982, Of the $2960m increase in savings bank
advances outstanding during 1982-83, some $1688m went to housing loans-——compared
with $1061m in 1981-82—with another $872m dirccted to commercial bills. The latter
figure meant that the savings banks were much more significant participants in the
commercial finance market during 1982-83 than previously.

The growth rate of ad by finance companies, building societies and merchant
banks fell substantially during the year from 18.3 per cent over the twelve months to
June 1982 to 9.6 per cent last year. Advances by merchant banks showed the sharpest

38

deceleration on this: comparison—from almost 40 per cent to around 10 per cent,
although their lending was still strong by comparison with, say, finance companies
whose advances outstanding rose by only 4.6 per cent during the year (15.6 per cent in
1981-82),

The downward slide of lending by the institutions that lend primgrily to the com-
mercial sector was amplified by sizeable private sector borrowings oﬂ‘-:shor? and by !he
continued relatively strong growth- of the various forms of ?ommcrcml bill financing.
taking place outside. financial institutions’ balance sheets, ThlS Iut.tcr df:vclopment was
encouraged by a shift during the year of interest rate differentials.in favour of bill
financing.

The Monetary Aggregates

The vol of money , M3, i d by 12.5 per cent over the twelve
months to June 1983, or by 11.1 per cent for 1982-83 in average year-on-year terms,
This latter increase was only slightly above the projected range of 9 to 11 per cent
annual average growth announced in last year’s Budget Speech,.but there wasa mnrlscd
acceleration.in M3 growth during the later months of the financial year, The underlying
influences on M3 growth during 1982-83 arc shown in Table 11,

As shown in Table 12, there were marked differences in the growth rates of the vari-
ous financial aggregates in 1982-83, This largely reflected the very high growth rate of
savings bank deposits, which increased by 19.2 per cent, the strongest such grO\y\h since
1972.73. M2 (which excludes savings bank deposits) thereby grew substantlally less.
quickly than M3. Deposits of non-bank financial institutions included in M6 grew inag-
gregate at a similar rate to trading bank deposits, so that the rate of growth in this
measure was a little lower than that in M3, This pattern of growth rates presented a
considerable contrast to the experience of earlier years..

One. develog which app to have i d these differences in monetary
growth rates was the liberalisation of the banking regulations in recent times. Thi§ may
have led to banks becoming more competitive relative to non-banks and thus to reinter-
mediation of funds to banks from non-banks,

Constraints on the deposit rates which can be offered by both trading and savings
banks were removed in December 1980. Further, in March 1982, the 30 day notice of
withdrawal requirement for savings banks’ savings investment accounts was removed,
and trading banks were allowed to borrow large deposits for terms as short as fourteen
days, instead of the previous minimum of thirty days. In. August 1982, there were

d to the regulations under the Banking Act relating to assets in which
savings banks may invest. depositors’ funds, However, the ‘reintermediation’ that did
occur during 1982.83 was, as indicated earlier, not predominantly from non-bank
financial institutions to banks in general, but rather from non-bank financial insti-
tutions and the trading banks to the savings banks,

It seems that much of the explanation for the differing monetary growth rates may
lic in cyclical rather than structural influences. In particular, the dc'cline i:} net borrow-
ing by the corporate sector, the increase in household savingsand in publlc.sector bor-
rowing, and the reduced rate of overseas borrowing would have tended to su_mulate.the
growth. of financial institutions intermediating household savings, including savings
banks, and dampen that of the institutions lending to the corporate sector, such as
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1(p)

198283

Half.year—
2

1981-82

1981-82 1982-83(p)

1980-81

Formation of Movements in the Volume of Money () (Sm)

Table 11:

IRAIEIT F3age] Co
§2eaf-R2a B9REEIL|Ey = Table 12 Growth Rates of Selected Financial Aggregates (2)
0 g ‘ ) (per cent)
= 1978-19 1975-80  1980-8 198182 1982-83
NASRLRND o - ‘35 k-
§“§ﬁ7|$$§ M%?ﬁ‘ﬂ% e - MIGB) » oo v oo e o e 167 129 120 16 59
3 M) ..o e 13.3 165 152 139 8.1
§ MI(@) v oo s oes e 18 123 127 113 125
aamean 3 [ MB{E) . owe s e s s e 142 137 157 138 10.7(p)
i axee § .
ég‘l % § '? AREE 858y a8 gl & E (a) Overthe twelve monthsto June n the year shown,
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Balance of Payments

An overall balance of payments surplus of $2435m was recorded in-1982-83. ‘The
pattern of the previous two. years of strong capital inflows exceeding the current
account deficit was again evident, Table 13 and Chart 12 show the main balance of pay-
ments aggregates for recent years,

Table 13;. Balance of P Main Aggi
($m, not seasonully adjusted)

1982-83
1980-8¢  1981-82  1982-83
_— e First  Second
Year  Year Year half half

Current Account—

EXPOrs o v v s v v v a s o .o, v . 18718 19089 20697 10430 10267
IMPOMS v = v b v a e e s e e s 19169 ~2374 -20 528 -11290 —10238
Trdebalance  « o o 0 v o 00 v 0 e —451 ~3285 -831 —860 29
Netinvisibles . . .« . . 0. .. .. =5004 3575 —5637 2787 -2850
Currentaccountbalance .« . . o o . . . . —5455 -8860 —6468 —3647 —~2821

Cupital Account—

Govermentsecurities . v 0 o 0 0 —30 558 788 895 =107
Sccurities domiciledaverseas « o o 4 4 4 0 ~ {0t 368 575 701 -126
Securities domlciledinAustratia . . . . . 20 190 213 194 19

Othergovetnment + o+ « « « P 11 -353 —262 ~144 -7
Total goveenmenteapital o« o v . . L 4 -69 508 526 5t 225

deccrzdlllm R -d41 23 —-257 ~1 —254
Forel | in in Australi;

Undmnhuledmcome N I B R 830 330 380 190 190
her . R 5195 9083 8201 4367 3838

Olhcrpriwlecnnilnlundhuluncingilcm Ve e s 689 7 53 565 =515
Netapparent privatecapitalinflow . . .« ¢ 6673 9709 83N 5128 3256
Netupparentcapitatinflow . . v . . . . . 6604 10214 8903 5§12 303t

Netofficial moneturymovements . « « « ., . b9 1354 2435 2228 210
Pri foreign exchange it P 2802 2454 isn 2357 1514

(a) Thisitem represents the direct contribution to pivate sector LGS asseis and the volume of money from over-
scus sources, including borrowings by sem|-government uu\honllu. 1tis defined us net official monetary move.
ments adjusted 1o exclude C and financing transactions overseas {see
Tubte 11).

A notable development in the external accounts in 1982-83 was the substantial re-
duction in the current account deficit to 4 per cent of GDP from 6 per cent in 1981-82,
This. refiected the effects of declining demand on imports and relatively buoyant
exports of some non-farm products. Summary details of changes in the commodity
structure of imports and exports are shownin Table 14,

The total value of imports declined by about 4 per cent in. 1982-83, reflecting a fall
in volume of about 12 per cent (dil din the production and'd d section) anda
rise in import prices, underpinned by the depreciation of the Australian dollar, of 9 per
cent.
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Chart 12: Recent Trends in A lia's Balance of Pay
($ m per quarter)

Sm Exports and Imports (seasonatly adjusted) -
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The balance of trade equals exports less imports.
}E; Ne: o;ﬂchl monetary gnovcmel:.! ‘equal net apparent capital inflow less the deficit o
current account
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Table.14: Bal on Curreat A t

1982-83
1980-81 198182 198283 e
m— e First  Second
Yeur Yeor Year half hatf

Currentaccount deficit toGDP (percent) . . . . 42 60 40 44 36
Change on previous period {per cent) (a)
Volumes
Rumlexports . o v v v v 00w =106 06 —48 44 ~-358
of whichiMeat . .+ ., + . ., ., . —43 =35 iL? N3 =30
Cereals . v v v v 0 0L -30 92 —-283 -4 =763
Nonunlexports .+ « v . . . . =20 I8} 69 9.7 34
ofwhichiCoal . . . v v v v o L, 82 -5 139 263 365
Metals and metal manufactures ~9.F 60 128 150 2.5
Other manufaclures . . . i8 =02 47 =64 ns
Totalexportsofgoods . ., . . . =61 10 16 59 ~134
Totalimportsofgoods .« . . . . . . . 1ns 134 —116 =151 =27
of which:Fuels . . . . .. . N —~40 03 ~587 94 =456
Metalsand metal manufactures . . . . . 188 135 =167 ~254 364
Machinery and transport equipment I 267 193 148 ~83 =187
Implicit price defiators
Exports of goods and services 72 20 69 T4 10,6
Tmports of goods and services [N N 86 29 9.2 100 6.8
Termsof Trade(d) . . . . ., . [ —-06 -0 -0 =25 36

{«a) Hallyearlych 1y adjusied \|
(8) Defined us the |mphc|l pnce dcllnlnr for exports of goods and services divided by the implicit price

defiator for

Export receipts increased by about 8 per cent in 1982-83, reflecting an increasc.in
volume of about 2 per cent and an increase in prices of about 7 per cent. The drought
had a marked effect on.rural exports, Although meat export volumes increased up to
the breaking of the drought, cereal export volumes declined and, overall, the volume of
rural exports fell. The average rural export price did not change much as increases in
Australian dollar prices of meat and cereals were offset by lower sugar prices. Non-
rural export receipts grew strongly as additionat production capacity in, or associated
with, the resources sector came on stream, with notable increases in the volume of coal;
uranium and aluminium exports. The volume of manufactured exports also increased,
largely it seems, due to some improvement in competitiveness, Exports were not subject
to the same degree of distuption as in the previous year by industrial disputes and inad-
equate port facilities, Increases in contract prices for coking coal and iron ore and the
depreciation of the Australian dollar boosted non-rural export receipts, even though
prices for many other commodities were depressed.

The net invisibles deficit of $5637m was similar to that in 1981-82. Interest pay-
ments on higher levels of private sector offshore borrowing added to the deficit, while
tower freight pay on imports, reduced profits accruing on foreign investment in
Australia and increased interest earned on Australin’s international reserves were
offsetting factors.

Total net apparent capital inflow was $8.9 billion in 1982-83, not far short of the
record $10.2 billion in 1981-82. There wem three main factors contributing to this rela-
tively buoyant ¢ First, d interest rate differentials favoured both in-
vestment in Australian securities by forcigners and overseas financing by local
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enterprises, though this effect was sometimes partially or fully negated by adverse
exchange rate expectations and, related to that, by high forward hedge premiums for
cover against foreign exchange risk. Secondly, inflows. were also influenced by some
carry over of the heavy financing requirements of the energy and resource sector invest-
ment projects, Finally, uncertainties which intensified during the year about the credit-
worthiness of some countries facing debt-servicing difficuitics scem to have increased
the relative attractiveness of Australia in the eyes of foreign investors,

Chart 12 shows that the time profile of net apparent capital inflow in 1982-83 was
markedly different from that expericnced in 1981-82. In 1981-82 private capital inflows
were concentrated in the second half of the year, a time of scasonal drain on liquidity
and when uncovered interest differentials favoured overseas financing, In contrast, pri-
vate capital inflows in 1982-83 were particulatly strong in the first half of the financial
year following significant reductions in I rates o This, and the
greatly increased budget deficit (or, in the case of the June quarter, the much reduced
surplus) provided the basis for relatively easy liquidity conditions in the second half of
the year, except for the weeks leading up to the 10 per cent devaluation on 8 March
when large capital outflows occurred.

Government capital transactions resulted in a net inflow of $526m, little changed
from the 1981-82 result. Gross overseas borrowings by the: Commonweaith added
$1150m to reserves while a net identified inflow by overseas investors in domestically-
issued Commonwealth securities added a further $213m.

At end-June. 1983 official reserves stood at $10 748m, an mcrcusc of S423lm from
the level at.the end of 1981-82, Bal of pay t d reserves by
$2460m while revaluations arising from depreciation of the Australian dollar and in-
creases in-the price of gold increased reserves by a further $1771m. Foreign exchange
reserves stood at $6900m at end-June 1983 compared with $4065m at end-June 1982,

The Exchange Rate

Volatility and uncertainty characterised international financial markets in 1982-83,
leading to large shifts in interest rates and exchange rates and exerting an influence on.
the Australian dollar. In the latter regard, the most significant influences included
marked reductions in nominal interest rates in some major industrial economies in the
first half of 1982-83 and-fluctuations in the United States doltar throughout the year.

At the outset of 1982-83, the competitive position of Australian producers had been
eroded by the wage cost surge of 1980-81 and 1981-82, Competitiveness was. also
adversely affected in 1980-81 by an appreciation of the trade-weighted index over the
course of that year, though that effect was largely un d by the subseq de-
preciation of the trade-weighted index over the course of 1981-82. This loss of competi-
tiveness, reinforced by Australia’s widening adverse inflation differential in 1982-83
itself, placed some further downward pressures on the Australian dollar. The strength
of capital inflow—seemingly impervious to the fundamentals—and the. resultant
additions to reserves worked in the opposite direction.

Between end-June 1982 and end-June 1983 the trade-weighted index (TWI) of the
value of the $A declined by 12 per cent, bringing the cumulative depreciation in- the
TWI since its August 1981 peak to 18 per cent. This lowering was not uniform over
time; for example, there was a period of relative stability from September to January.
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Following the calling of the | electi ¢
I ! 3 p gathered that the value of the
Austulu}n dollar might fall and this led to substantial capital outflows and a. 10 per cent
dev:lunhon on 8 March, Between that date und 30 June, the TWI appreciated by 6 per
cent.

Table 15 and Chart 13 provide details of changes in the trade-weighted index of the
value of the SA and its value aguinst major foreign currencies.

Table 15:  Bilateral Exchange Rates and the Trade Weighted Index (TWI)(a)

“Change over year 10~

June

June 1982 June 1983
1981 1982 1983 (percent) {percent)

SUS/SA o o v v a s 114 103 038. ~94 -
YenfSA ... ... 26 20 a1 15 s
DMBA . ... ... Y] 251 24 ~15 -109
PoundSte/SA . . . . . 0.88 0.59 0.5 16 -35
TWE o e s 919 882 79 (-0 ©=117

(@) Monthly averages.
{8) Between 30 June 1981 and 30 June 1982 the TWI fell by 5.1 percent,
{¢) Belween 30 June 1982and 30 June 1983 the TWI fell by 11.9 percent,

Chart 13: Movements of the Australian Doliar Agninst Selec
ed

Currencies and in the Trade Welgh g

Indes points (June 1979 = 100) clghted Tudex (2) (b)
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i e e e e r
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(3) Upward (& %) cepresent appreciation { fation) of the SA

against other currencies,
{b) Rutes catculated a3 monthly averages.

Intersational Comparisons of Relative Price and Cost Levels
Three key measures of price and cost movements in Australia relative to changes in

prices and costs in Australia’s four major trading partners, adjusted for- changes in

exchange rates, aré provided in Chart 14, M in these indexes, wyhich are l}xlscd
on unit wage costs, consuraer. prices and GDP deflators, reflect chunges in the ability of
Australian prod to compete with prod! ind ic and international

markets on the basis of price.

All measures show a marked deterioration in relative-exchange rate adjusted price
and cost levels in Australia over the course'of 1981 and some winding back of this gup
since that time.. Although wage and price increases during 1982-83. were more than
double those of our major trading purtners, this was outweighed by the depreciution of
the exchange rate during the year. Although the wage and GDP deflator bused indexes
canniot yet be calcutated for the June quarter 1983, it is likely—taking account of recent
exchange rate movements and known movements in domestic wages und prices—that
both indexes fell broadly in line with the decline in the CPl-based index.
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Chart 14: Indexes of Unit W
‘age Costs and Pric,
Relative to Major Trading Partner C:a::r?eﬂ.“.
Adjusted for Exchange Rate Changes (1979.80 = 100)(a)
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PART Il: INTERNATIONAL ECONOMIC CONDITIONS AND PROSPECTS

Declining inflation and falling interest rates have contributed to the emergence of a
recovery in economic activity in the major industrial countries in the course of 1983,
Real GNP in the seven major industrial countries, which fell by about ¢ per cent in
1982, is estimated to have expanded at an annual rate of about 2 per cent in the first
half of 1983, with the strengthening in activity most evident in the United States and
Canada,

In the United States, real GNP is estimated to have increased at an annual rate of
about 3 per cent in the first half of 1983, reflecting a marked slowd in the rate of
stock decumulation, increasing fiscal stimulus and a resurgence in consumer demand
and residential investment..

Elsewhere the recovery is, as yet, less evident. Activity in the major European econ-
omies was sluggish in 1982-83 although modest growth has re-emergedin the United
Kingdom and West Germany. The Japanese economy again grew by over 3 per cent in
1982-83 but growth slowed significantly during the year. The smaller industrial coun-
tries appear.to have experienced little if any growth,

A number of developing countries suffered severe economic and financial strains in
1982-83 and in some of them per capita output appears to have fallen, Concern about
the capacity of some developing countries to continue to service heavy external borrow-
ing in the face of slowing export growth (including, in the case of certain oil producers,
falling oil prices). has led to a reduction in new lending to these countries. from banks
and other private sources. This reduced flow of finance has necessitated action to.
renegotiate debt arrangements and, more fundamentally, undertake adjustment
programs to cut back net imports, Although the liquidity position of the largest debtor
countries has so far been preserved, debt payment arrears have risen sharply and a
number of international banks remain exposed to risks of default.,

Inflation continued to fall in almost all OECD countries in 1982-83.although the
progress made by individual countries varied considerably. For the OECD as a whole,
consumer prices increased by 5.0 per cent over the twelve months to June 1983 com-
pared to 8.4 per cent during the previous year. Much of this deceleration can be traced
to developmentsiin a few major economies—particularly the United States, West Ger-
many and the United Kingdom. In a number of other industrial countries progress was
less satisfactory and this. has impeded their capacity to share in the emerging recovery.
Countries which have been most successful in reducing inflation loom large in our
trading relationship; as shown'in Chart 15, consumer prices in our major OECD trading
partners increased at.an annual rate of only 4.0 per cent over the six months to June
1983, By comparison, the consumer price index in Australia increased at an annual rate
of 8.9 per cent over the six months to the June quarter 1983,

Some of the improvement in inflation overseas stems from factors which.may prove
to be temporary; the squeeze on profit margins, reduced prices for oil and other com-
modities. and currency appreciation in the United States are examples. At the same
time, a substantial degree of wage moderation has been achieved in a number of coun-
tries. In- 1982, hourly earnings in manufacturing rose by around 64 per cent in the.
United States, 42 per.cent in Japan and 5 per cent in West Germany. Average wage
settlements in each of these three economies appear to have run at an annual rate of less.
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than 5 per cent in the first half of 1983 and the QECD has for i
3 per ; recast an increase of hour]
carnings in manufacturing of 4-4+ per cent in these countries in 1983. For the OECS’

area as a whole, hourly earnings in manufacturin; i
: g are expected to rise
centin 1983, compared to 84 per cent in 1982, P by sbout 6 per

Notwithstanding these clear signs of wage moderation over the past )
current slowing in iqﬂazion has offset the effects of that on real wage rzovzr;z:t;t??n
the absence of any significant productivity growth, there has been broadly no chnnge' in
the sharc.of non-wage incomes in GNP, Corporate. profit margins remain severely
squeezed in the OECD area as a whole notwithstanding a recent pick up in.the United
Sm!e.s; the OECD has estimated that realised rates of return on capital in the major in-
dustrial countries reached a post-war low in 1982, !

Labour market conditions.in the industrial countries continued' to i i
1982-83, Er‘nployment‘ declined during the year in-all major economies ii?er;?r;;;;:
and the United States. Although the rate of growth in the labour force slowed, partly
que to redgced participation rates, unemployment rates in the OECD area conti;med to
n§e.‘reach'mg abou} 94 per cent of the labour force in the second half of the year, not-
withstanding a noticeable improvement in the United States and Canada in this pc;iod.

C?ntral government budget deficits, expressed as a proportion of GNP, increased in
198? in all major i_ndustrial countries except Japan and the United, Ki'ngdom. Dis-
cretionary policies in Europe and Japan have generally been dirccted to containing or
reducing already sizeable structural deficits, but there was a marked shift towards a
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more stimulatory fiscal stance in the United States and Canada, Although interpret-
ation of monetary aggregates has been made difficult by innovation in financial markets
and other factors, monetary. conditions in most major industrial countries appear to
have cased in 1982-83 relative to the two preceding years, M y aggregates have
generally run near to or in excess of the upper bounds of announced targets and, in
combination with declining inflation, this. has permitted an increase in real credit
availability.

Nominal interest rates declined substantially during 1982-83 but remained well
above concurrent inflation rates. In doing so, they appeared to reflect concerns that
large fiscal deficits will persist as activity picks up, particufarly in the United States,
with consequent effects on borrowing requirements, risk premia and inflationary expec-
tations. In such an environment, expected inflation may well be above current (i.c.
immediate past period) inflation so that comparisons of nominal interest rates with the
latter are likely to averstate the level of ‘real’ interest rates.

World trade has been severely affected by the recession, growing protectionism and
the problems of developing countries. The volume of world trade fell by 24 per cent in
1982-the first such decline since 1975, The average price of internationally traded
crude oil weakened further in 1982-83 to be about 20 per cent below the peak reached
in early 1981, This. reflected falling ption and pressures on producers arising
from a heavy liquidation of inventories built up in carlier periods. The IMF estimates
that non-oil commodity prices fell by a further 12 per cent in 1982 after a fall of nearly
15 per cent in 1981; an increase of about 5 per cent has been forecast for 1983,

The emergence of a large statistical discrepancy in global estimates of current
account balances has underlined the need for caution in interpreting trends in the exter-
nal positions of the major groups of countries. Available data suggest that since 1980
the surplus of the oil exporting countries has fallen (it may have disappeared altogether
in 1982) while the deficit of the non-oil developing countries peaked in 1981 and fell
significantly in 1982 in the face of severe funding constraints. The current account pos-
ition of industrial countries remained in near balance overall in 1982 but the United
States, the United Kingdom and’ France experienced a weakening in their current
accounts, while most other countries had stable or strengthening positions.

The international economic context is likely to be more favourable for Australia in
1983-84 than last year. Growth in the OECD countries is now accelerating to an annual
rate of more than 3 per and that momentum seems likely to be maintained in the rest of
1983-84. The major international economic institutions are forecasting that inflation.
will not accelerate substantially in the major industrial countries over the coming year,
although scepticism in capital markets that this outlook will continue into the medium
term appears to be an important factor in keeping interest rates high. The growth in
world trade in 1983-84 is likely to be modest, although there should be a significant
quickening during the course of the year and, in terms of composition, growth in trade
volumes is likely to be relatively more. pronounced for Australia’s major trading
partners.

Looking further ahead, there are several uncertainties surrounding the sustain-
ability beyond 1983-84 of the international recovery, including possible increases in
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interest rates, particularly in the United States (as private sector demands for credit in-
crease against abackground of large budget deficits), a possibl of inflation-

ary! expectations, and lingering concerns as to the stability of the inle;xational‘ﬁnancial
system.

Of the major countries; only Japan and West Germany appear to have inflationary
pressures fitmly under control. While the United States, United Kingdom and, to a
lesser extent, Canada have made progress in reducing inflation, it.is too carly to judge
.whethc‘r lasting gains. have yet been achieved. In France, Italy and a numbér of smaller
industrial countries, progress in reducing inflation has been much less satisfactory,

Mo'negm'y aggregates have been growing strongly in a number of major industrial
countries in 1983 and, in the United States and Canada, the stance of fiscal policy has
beco'mc markedly more stimulatory. These developments appear to be continuing
despite a much stronger. recovery in the United States than was earlier expected by
most comm'cntacors. In this environment, therc is growing concern that inflationary
pressures. might re-emerge, undermining the hard-won progress made to date against
inflation and placing sustained recovery at risk,

Although the problem of large fiscal deficitsaffects many industrial countries, it is
9f particular significance in the United States given the importance of that count;'y to
international capital markets. United States interest rates can have a major influence
on actiyity.levcls and inflationary pressures in other countries via their effects on those.
countries’ interest rates and exchange rates. In-addition, the strengthening of the U.S,
d.Oll?l' over recent years has acted to reinforce the-already strong pressures for protec-
tionism in the United States which have been associated' with the world recession.
There appears to be a growing consensus in the United States on the need for action to.
reduce the budget deficit but views differ as to the expenditure areas which need to be
gut back and what, if any, taxation measures are called.for. The working out of these
issues in the political process seems likely to take some time,

Prospects for a sustained recovery also depend importantly on the willingness of
governments to create an envi which is conducive to rapid growth through, for
example, the reduction of trade barriers, correction of domestic. pricing distortions and
labour market rigidities and the removal.of unnecessary regutation, The need for such

has been rep dly. 1 ised by policy makers meeting in international
forums but so far action has been limited and, in some cases, even perverse.
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PART IIl: ECONOMIC POLICY AND RECOVERY

The Economic Policy Context
In its review of cconomic developments in 1981-82 and the prospects, as seen then,
for. 1982-83, last year's Statement No, 2 made reference to the *natural economic forces’
perating both. in individual markets and in the overall economy. Following dis-
turbances of one kind or another, such forces, or adjustment processes, were seen as act-
ing to re-establish some sort of equilibrium. It was suggested that, in the absence of poli-
cies effective in modifying those processes, the new equilibrium might not be a
preferred one from a social or economic perspective; the question was raised ‘whether
these “natural” responses are the best that industrialised economies—and societies—
can offer’®

Adjustment processesof these kinds were central to economic developments during
1982-83.

o In labour markets, employers responded to the earlier real’ wage hike and

associated decline in demand by shedding labour; employment fell and unem-
ployment climbed. Those reactions contributed to a marked slowing of wage in-
creases which in turn facilitated the putting in place of the ‘wages pause’. Real
wages turned down and, eventually, the decline in employment began to ease and
the economy moved towards a new ‘equilibrium’ at a- much higher level of un-
employment. A particular sub-set of those processes was evident in the labour
market for juniors where the effects were even sharper.
In capital markets, the sharp interest rate increases in 1981-82 brought forth
increased. savings from houscholds and from abroad while contributing to the
downturn in private investment and hence to reduced borrowings by the corpor-
ate sector. For this and other reasons already noted on page 36 (including de-
clining interest rates abroad), the sharply increased public sector borrowing in
1982-83 could be met in a climate of declining domestic interest rates. Capitat
markets moved towards a new ‘equilibrium’ involving lower business investment
and higher public sector expenditure (both consumption and investment).

In goods markets, the adjustment processes: were more complex, involving
increased household savings {magnifying the effects upon final demand of slower
growthin real i ), sut ial stock d lation (magnifying the final de-
mand effects upon production), and failing imports (ameliorating demand effects
upon domestic production). The net effect was to restrain demand and domestic
production which, in turn, began to contribute to an easing of domestic wage and
price pressures. In time, this latter development could, if it were to continue, be
dto greater confid and higher spending propensities.

In total, these various adj P SaW ployment climb in 1982-83 to
its highest rate in half a century and, while infiation began to ease back in the second
half of the year, it remained high. The newly-clected Government’s policy approach is
an attempt to modify the raw economic forces in order to achieve a more speedy im-
prov in both pl t and inflation; in that sense, it might be characterised
as a response to the question posed in last year's Statement No. 2 and quoted in the
opening paragraph of this Part.

 1982-83 Budget Paper No. 1, Statement No. 2, Part Ii, page 54.
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The Government’s approach centres upon a prices and incomes. policy.and, in par-
ticular, the Prices and Incomes Accord agreed between the Government and the
ACTU. That Accord recognises the nexus between wage moderation, inflation and em-
ployment growthand represents an attempt to establish, by mutual agreement, income
(including price) settlement arrangements. which might modify the inherent adjust-

ment processes in order to reduce their cost in terms of unemployment and production
forgone.

It should be emphasised, however, that those adjustment processes still have some
way to run.

The sheer magnitude of the deterioration in the labour market, assisted' by the
‘wages. pause’, has brought some respite from the hitherto. continuing increase in real
tabour costs. Given time, fusther wage moderation would be reflected in better profi-
tability and slowing inflation, and.in more jobs. But while some progress was made-on
that score in 1982-83, particularly in the second half; other notable imbalances remain,
suggesting that sustained recovery remains a hope for the future rather than a present
reality. In particular:

¢ corporate profitability remains heavily depressed;

* our inflation rate, unlike those of our major trading partners, remains persistently

high;

¢ monetary growth is excessive, with monetary objectives having again been

exceeded in 1982-83 for the fifth year running; and

¢ publicsector borrowing is continuing to rise.

Australia was of course not alone among OECD countries in the difficulties it faced
during 1982-83, By the end of the year, however, the severity of Australia’s problems
was distinctly greater than the average for the OECD area as a whole, This was particu-
tarly so for inflation, with Australia’s rate more than double that of our major trading
partners. Uncertainty continued to surround our economic prospects.even though the
immediate outlook abroad, and in the United States in particular, had improved,

B 1982-83 rep d a period of adjustment in response to the disturbances
of the preceding years, the ining imbal should be considered in a longer term
perspective—not only to understand the nature and extent of the economy's present
problems, but also to formulate realistic expectations.as to the speed with which they
can be solved and to pursue economic policies appropriate to doing so.

To take the example of unemployment, a high rate of output growth will be needed
over a sustained period to bring the bulk of the ployed—including di ged
workers—back into employnient and to absorb the growth in the labour force, If, as
expected, productivity' growth is relatively high and participation rates rise in the
course of the upswing, an improvement in. unemployment will take some time to
emerge—and whether, given time, it does emerge will depend upon the re-.
establishment of an adequaté level of business profitability.

Inflation persisted stubbornly in. 1982-83, In only one of the past ten years has the.
rise in the CPI fallen below 9 per cent, so that expectations of inflation have become
increasingly entrenched. in the cominunity. As a result, a sustained slowing in prices
may be required before economic behaviour and decisions come to be based-on mark-
edly different inflationary expectations. This is not to say that inflation cannot be
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reduced  decisively and quickly—the recent evidence in several of our, major tra?ing
partners demonstrates that it can be—but it does indicate the magnitude of the barriers
to.be overcome.

The simul us reduction'in ployment and inflation which the G?vemn'}em
is seeking needs to be achieved over the medium term. In the shorter run, policy settu]gs
need to pay regard to the nature of the adjustment processes and the‘extem t_o )vhlch
they have yet to work their way through the economy, as well as the inherent risks to
sustained recovery.

Prices and Incomes Policy

For success in the. Government's efforts to stimulate employment and reduce infla-
tion at' the same time, it is crucial that wage and price developments be copstrained
within the broad guidelines set by the Prices and Incomes Accorq. T}w severity of the
declines in both profitability and employment and the iated rise in unemploymem
during the downturn suggest that labour cost. moderation must play a key 'role in any
sustained reduction in inflation and any sustained improvement in competitiveness and
in profitability, investment and employment.

The Prices and Incomes Accord stresses the relationship. between non-inﬂationfxry
wage and price setting behaviour and the scope which that is seen as giving for pursuing
an expansionary fiscal policy. Reinforcing the relationship between the Accord and

. macroeconomic policy, the setting of monetary objectives rests upon the desirable

growth in incomes flowing from the Accord. To cement that relationship, however, the
monetary stance will need to be such as to limit the potential for wage seitlements out-
side. the centralised wage process. This will' become of increasing importance through
1984..

The focus on: 1984 arises from the conjunction of an expected pick up in ecot.lomic
activity and restraint in centralised wage increases from the one-off impgcl of }he intro-
duction of Medicare on the. CPI. These circumstances could well give rise to increased
pressures for sectional wage increases outside the spirit of the Accord (atu'f perhaps
even its strict letter). If monetary policy were not sufficiently ﬁ.rm,.the abl!lty of em-
ployers to concede to such sectional claims and to pass them on in higher prices would
be enhanced and this could feed back, through indexation, into the centralised wage
settlement processes themselves.

There are two elements to-the relationship between fiscal policy and the Accord.
First and most fund; ally, expansionary fiscal policy is predicated on thg assump-
tion that the Accord will be successful in. combating inflation, If that.assumption is not
realised, the viability of that approach to fiscal policy will be immediately catled into
question,.

Q A

y, as d rated by the ined in the May E 10 ic State-
ment and in this Budget, there has been-a significant switch in th.c composition.of O}xt-
lays towards programs such as community works and housing which are seen-as having
substantial direct effects upon employment. There have also been substantm] moves
towards meeting the equity objectives of the Government's ﬁsc.al‘polich:y, includujg with
respect to the introduction of anincome and assets test on pension entitlements, income
testing over 70’s age pensions, superannuation and housing interest tax rebates, On both
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sides of the budget, the changes thus set in train have moved fiscal policy in directi
envisaged in the Accord, policyin directons

Fiscal Policy

Against the background outlined above, a stimulatory cast to fiscal policy i

193 ?-84 is taken as given with other policies being required tlz adaptto that ﬁscp; pc):h::;
setting.

. In one sense, any budget deficit is directly expansionary in that it puts more money
into the economy than it takes out. While some qualifications might be made to that
general proposition—most notably in respect of the distinction b d tic and
extem{;l transactions—such qualifications do not substantially affect the basic: point.
:I‘herc is no doubt that, in.this sense, the Budget for 1983-84 is very highly éxpansionary
indeed. The deficit of $8361m represents 4.7 per cent of forecast GDP (as compared
witha deficit of 2.8 per cent of GDP in'1982-83).

Clearly, no single summary statistic can be an adequate indicator of the
appropriateness of the stance of fiscal policy; such summary indicators as those just
ql}otcd‘can be no more than illustrative of certain limited relationships. Some would
wish to draw what they sce as a more fundamental distinction between the effects of the
budget upon the economy and the effects of the economy upon the budget, The former
effects are seen as related to the so-called ‘structural’ elements of the. budget deficit and
the latter to its ‘cyclical’ components.

Broad_ly. the methodology for disentangling the cyclical and structural components
fora Rarucular fiscal year involves estimating what the budget would have been, given
the exlsting set of taxation and government expenditure policies, had there.not been a
dowqtum in activity and employment. This provides an estimate of the structural
deficit (gr surplus), which differs from the actual deficit in being calculated on the
assumption of a different level of aggregate economic activity..In practice, this is not as
straightforward as it might seem, since numerous alternative approaches to such
calculations are possible,

On the basis of various calculations that have been made, within the Treasury and
elsewhere, the structural component of the 1983-84 Budget deficit will increase
sub.slantially, both relative to the overall deficit and: to GDP. Within a. perspective
which focusses solely on the direct income/expenditure effects of a budget, the larger
the structural deficit, the more stimulatory the stance of fiscal policy. From such a
perspective, the 1983-84 Budget is clearly highly stimutatory.

Structural budget deficits have another significance: they provide an indication of
the. prospective size. of future deficits after the ¢coromy' has emerged from recession.
They t.hus suggest the magnitude of discretionary taxation-raising or budgetary
expenditure-cutting measures that, as the economy recovers, will be required to bring:
about a fiscal stance appropriate to those improved economic conditions,

Structural /cyclical budget deficit analysis, | T, iS tially static. M
lhgt analysis—like other static analyses of the stimulatory effects of fiscal policy:
adjustments——can have nothing to say on how the structural deficit calculated within
such a framework could assist in moving the economy back to the high-employment
cpndmon which is assumed for. the purposes of the analysis. It seems, in short, to be-of
little relevance to economies beset not just by underutilisation. of real resources—the
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classical problem to which Keynes is generally thought to have been principally
addressing himself—but by more fundamental imbalances, such as high. inflation,
distorted, wages/profits relationships and structural rigidities-in the markets for goods
and. labour. Nothing—or at least nothing desired—will be achieved by treating
unemployment and the other manifestations of underutilisation of real resources as if
they were problems to be solved in isolation from underlying economic disjunctuzes,

In reality, fiscal policy can affect the economy through a variety of channels in
addition to direct income /expenditure effects. It can influence interest rates, exchange
rates, the money supply, the balance of payments, expectatic bly, inflationary
expectations—confidence and uncertainty. These additional transmission mechanisms
are, for the most part, extremely inconvenient to handle analytically and often imposs-
ible to quantify. They are, however, no less real for being empirically and often even
theoretically intractable.

To take an example, the cyclical/structural approach to fiscal policy is of no assist-
ance in considering the monetary policy ramifications of the budgetary outcome, what-
ever it may be. It is the zotal deficit that is relevant to the relationships between fiscal
policy, money and interest rates—for it is the total deficit that must be financed. The
cyclical component of the deficit adds to private sector liquidity—and needs to be offset.
by sales of Government securities to the non-bank sector—in just the same way as the
structural component does.

It is true that anincrease in the budget deficit arising from cyclical influences will
generally coincide with lower. private sector borrowing demands. However, private
demands upon-capital markets are likely to increase relatively early in the recovery

as busi

p 3 start to i production levels and-rebuild inventories. The:
cyclical deficit is related mainly to labour market developments, through reduced
PAYE ipts and i d ployment benefit payments, and recovery in the

labour market tends to lag behind recovery in business activity. Hence, the cyclical
deficit will still be high as the private sector’s demand for funds gathers pace, and this
conjuncture will tend to put upward pressure on interest rates during the crucial early
stages of economic recovery.

As well as directly reducing private spending, higher' domestic interest rates are
likely to attract additional overseas funds into Australian capital markets. Although
such capital movements tend partially to mitigate rises in.interest rates, they also have
the effect of putting upward p on the exchange rate. This reduces the competi-
tiveness of Australian industry on world markets, dampens exports, and encourages im-
ports. The consequent. decline in expenditure on Australian goods provides another
offset—in some circumstances perhaps more dircctly important than the interest rate
effects—to the direct expenditure-creating effects of the budget deficit.

By increasing pressures on interest rates and the exchange rate, large budget deficits
also pose—publicly—the risk that p for a loosening of tary policy will be-
come stronger and eventually prevail, Those who are involved in financial markets—
that is to say, the myriad of lenders and borrowers in such markets as well as the finan-
cial institutions which. make them up—have come to know that cxcessive monetary
growth does, over time, result in.increased inflation; thus the mere threat of increased
monetary growth can. rekindle inflationary expectations. and drive nominal' interest
rates higher.
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Once. allowance is made for all these indirect effects of budget deficits on the
economy, it cannot simply be d that ive i in budget deficits will
provide continuing stimulus to economic activity:

Monetary Policy

In the context of an expansionary fiscal policy, much of the burden of creating an
environment conducive to prices and deration ily falls upon monet-
ary policy.

The Government's approach to monetary policy is to provide just sufficient monet-
ary growth to finance the prospective i in inal output idered desirable'
and feasible in the ci That is, sufficient money supply growth will be pro-
vided to date the exp d.i in real output plus what is considered to
be-a desirable and feasible i in prices, with the latter being determined on the
basis of the operation of the centralised wage system under conditions consistent with
the Prices and. Incomes Accord. The relationship: between y policy and the
Accord is, therefore, a close and important one.

The attainment of this objective has probably been made more difficult by previous
failures to achieve stated monetary projections. In each of the past five years, monetary
growth has exceeded the Budget-time projection; the discrepancy in 1982-83 was not
particularly large but the ‘average for the year’ nature of that projection conceals the
marked acceleration over the latter part of the year: The action already taken by the
Government to expand the scale of bond tenders should help to re-establish the credi-
bility of monetary projections, but the response will not be immediate, Markets five
times bitten are likely to be at least twice shy.

Two further aspects of monetary conditions in recent years assume particular im-
portance for the period immediately ahead. One is the acceleration of innovation in
financial markets; the other (perhaps partly related) concerns the large changes in
monetary velocity that have occurred and seem likely to continue.

Some concern has been expressed recently both in Australia and overseas, particu-
larly in the United States, that financial innovation has made the conduct of monetary
policy more difficult and' perhaps even substantially reduced its overall effectiveness.
Recent. innovations in Australia include the rapid development of the commercial bill
and promissory note market, the development.of cash management trusts and greater
emphasis on liability management by financial institutions, involving a greater reliance
on standby credit lines (particularly from overseas). The acceleration of the innovation
process, both here and overseas, stems importantly from the high norninal interest rates
that have accompanied the high inflation of recent years and from increased awareness
of relative rates of return on different financial assets, In many respects, such develop-
ments betoken markets living (and evolving) in troubled times,

While the effect of these innovations on monetary conditions can be overdrawn,
they have undoubtedly contributed to the differing relative growth rates of various
financial aggregates and, more speculatively, may have changed the relationship be-
tween particular y and financial aggregates and other economic variables such
as nominal and real income growth: If so, this would have important consequences for
monetary policy—though not ones that raise basic doubts about its efficacy.
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One obvi q isthata of y policy should be based on
a variety of indicators and not rely on a single aggregate; there is of course nothing new
in-that and recent financial innovation merely emphasiscs the point, More fundamen-
tally, particularly when inflation is high, monetary policy needs to be conducted by
market-oriented instruments which aim to control the liquidity or monetary base of the
financial system rather than by instruments which rely on direct controls on one or
more categorics of financial intermediaries. Whereas virtually all forms of financial
intermediation rest to a greater or lesser extent on the liquidity or monetary base, it is
an obvious lesson of history that direct controls only invite innovation to evade them..

The current recession in Australia has been marked by a much sharper fall in real
and nominal output growth than in monetary growth, so that. monetary velocity has
declined sharply. In Part 1 of this St the judg was reached that this sharp
decline in velocity seems to have been. primarily related to cyclical factors. Some
unwinding of that process can be expected to be reflected, as the pick-up in activity pro-
ceeds, in a marked increase in velocity during 1983-84. In turn, this implies a require-
ment for growth in. the monetary aggregates noticeably below the desired growth in
nominal product,

The lags with which monetary policy affects the economy are lengthy and variable
and argue against attempts to ‘fine.tune’ monetary growth to short-term swings in the
growth of real output. Rather, monetary growth needs to be set on a more stable path
consistent with. medium term objectives for reductions in inflation.and inflationary ex-
pectations and growth in real output. Stable does not, however, mean unchangeq a'nd
the need for stability cannot be invoked to support continuing monetary drift. Avoiding
such drift—achieving an appropriate monetary outcome—in the context of a very large
budget deficit requires very large sales of Commonwealth Government securities to the
non-bank sector.

External Policy

Although. there has been much debate about the nature of the channels through
which domestic and external policies interact, there is general acceptance that the task
of economic management is easier if policies.are mutually supportive.. Whilg external
economic policy must primarily be directed to maintaining.extemal balance, it can also
have an important role in the achievement of domestic objectives. It cannot, however,
be expected to operate independently of domestic' policy or compensate for
inadequacies in domestic policy.

The 12 per.cent depreciation of the trade-weighted value of the SA‘ over the course
of 1982-83 both provided an immediate and substantial improvement in Australfa s in-
ternational competitiveness and assisted in improving the current.account deficit. l?c-
preciation also, however, resulted in higher priced imports thereby adding to underlying
domestic price and cost pressures. .

With the budget adding substantially to primary liquidity in 1'983_5-84. the achieve-
ment of monetary objectives would be facilitated by a reduced injection frqm external
sources.. Given the present relatively high level of external reserves, there is scope f.or
the private sector foreign exchange transactions surplus to declfnc in 1983-81 from its
high 1982-83 level, Other things being cqual, however, the required bond-selling effort
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and’ its effects on inferest rates would tend to attract inwards flows across the
exchanges. Exter{ml‘pohcy will need to do what it can to ensure that any such tendency
does not substantially offset the domestic effects of the bond-selling effort,

There is a fine line.to tread here. If sufficient securities were not sold

- | 1 to the non-
ba_nk sector there would be a substantial risk.that the liquidity being pumped into the
private sccfor from the budget would result in a large-fall in net foreign borrowing:
Wl}at was intended to be a modest surplus in private sector foreign exchange trans-
actions could thus develop into a substantial deficit..

The implication of those iderations for external policy in 1983-84 is not easily
asscsse_d. The exchange rate will, as usual, be influenced by many factors including cost
and price pressures in Australia relative to those of our trading partners, developments
on the current and capital s, mo in exchange rates and interest rates
abroad, the course of economic policies, and Australia’s growth prospects. It suffices to
say that the exchange rate will need to be managed flexibly if external policy is to pull in
tandem with domestic economic policies. '

Risks to Sustained Recovery

Thcrc.are four major—and closely inter-related—risks to achievement of sustained
recavery in the domestic economy in the period ahead, These relate to interest. rates,
inflation, the ba!ance of payments and high uncertainty linked with. low private scctox:
confidence. (.ThIS is to say nothing of the uncertainties surroundinﬁ the sustainability of
the: inter a ! recovery, including the possibility of further increases in interest
rates, particularly in the United States, a resurgence of inflationary expectations

inl:mat)ionally and lingering concerns as to the stability of the international financial
system.,

’!'o take these risks in turn, interest rate outcomes may potentially provide major
bamcrs.to the.emergence of a basis for sustained recovery during 1983-84, The funda-
fnenml issue .is not, however, whether interest rates will rise or fall in 1983-84; rather it
is w.’hct.her, given the configuration of other economic.variables, they will be ;n alevel
which is conducive to or inhibits a durable revival in private sector spending,

Net borrowing by the public sector as a proportion of GDP more than doubled in
.1982-83 and a further sharp increase is in-prospect for 1983-84. Even with a further fall
in corporate net borrowing in 1983-84, the combinéd borrowing of the public and cor-
porate sectors is projected to rise to the highest level relative to GDP for at least the
past‘ twemy-ﬁx{e years. Certainly, in 1982-83 it proved possible to finance:a sharply
increased public sector borrowing requirement in a climate of declining interest rates.
There were, however, some particular elements of the economic scene in.1982-83 which
were relevant to that achievement and which.cannot be counted on to continue—or at
least not to the same extent—in the year ahead, These were:

* avery sharp fall in corporate sector borrowing and relatively high household’

savings;

® very significant falls in overseas interest rates and exchange rate expectations

that, for a good part of the year, favoured capital inflows; and

. agparently, some growing expectation that inflation would fall in the short run,
ywth»consequences for the inflation premium built into medium-term nominal
interest rates,
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In 1983-84.the financing of the very large Commonwealth budget deficit ima way
consistent with. the overall thrust of policy will require very large volumes of Govern-
ment. securities to be placed with the non-bank sector. This involves-a. transfer-of in-
come to investment in financial assets and/or increases in holdings of public sector
securities relative to other financial assets. It cannot be expected that these portfolio
shifts will be achieved without a change—at least in the short-term—inthe relative real
rate of return on public sector securitics. In: particular, these shifts will require that
public sector securities become relatively more attractive than other financial assets, at
least fora time,

To put.the task into some perspective, it might be noted that sales of Government
securities to the non-bank sector in 1982-83 alonc—$4100m—were greater in real
terms than total sales to the non-bank sector during the whole of the 1970s,

The prospect of a similar—perhaps larger—real i in non-bank holdings of
Government paper in 1983-84 carries with it the risk of pressures on the price (i.e., the
interest rate) of that paper. This risk would.be substantially heightened over future
years if large budget deficits—and a consequent high rate of growth of Government
paper outstanding-—were permitted to continue.

Jt should be noted that the increase in non-bank holdings of Government securities.
in 1982-83 was from a relatively low base level, Although the nominal stock of Govern-
ment debt-in non-bank hands more than doubled over the decade to June 1982, the real
value of that debt actually declined. by 29 per cent over that period. By the end of

1982-83, however, real non-bank holdings of Government debt had risen again to their
highest June level since 1972-73. Additional increases in 1983-84 and afortiori beyond
run an increasing risk that bonds may. have to be sold onto a market already saturated
with that product. If so, investors would be Tikely to shorten further the maturity of the
debt they hoid and demand very full interest rate premia to cover the risks of a re-
surgence of inflation.

The risks of all this to interest rates are compounded by the likelihood that, at the
same time as.the Commonwealth will be increasing its call on the savings of the non-
bank sector, and’ more specifically the household sector, other elements of the public
sector will also be increasing their demands on the same savings.

Inflation is another potential barrier to the transformation of the present pick-up in
economic activity into durable economic recovery. The lagged effects of recession over
the past 18 months and the slowing of wages should be sufficient to deliver a somewhat
lower price outcome in 1983-84 than last year within a higher profit environment. The
central issue, however, is whether that decline in wage and price inflation: can be
furthered so as to permit sustained economic recovery. Continued incomes restraint
and substantial declines in inflation would: assist recovery through promoting an
environment conducive to improved international competitiveness, the financing of the
very large bond-selling task facing.the government already referred to, the lowering of
uncertainty, reduction in speculative investment and the encouragement of private
spending decisions, particularly longer-term investment decisions.

As for the balance of payments, the events of March 1983 provided a graphic
reminder—if one were needed—of the inherent volatility of external capital flows. The
dramatic swings in market sentiment, and the speed andsize of transfers of funds in and
out of the country, provided an example of the need: for flexibility in monetary and

61




external 8¢ But no: of flexibility can remove the potential for the
external account to-impose severe constraints on domestic. ecopomic: performance if
that performance is not seen to be conditioned by adequate domestic policies.

Probably the most readily recognised balance of payments constraint derives from
the link between the rate of domestic economic expansion: and the rate of importing.
With the current account deficit now declining strongly (temporary drought effects on
exports aside), there is no suggestion that this source of difficulty is operative, or close
to being operative, in Australia at present, Nevertheless, it does serve as a reminder of
the limits to the pace of economic recovery, particularly should the recent gains to
international competitiveness not be sustained,

Related to that point is the constraint' that domestic. cost and price performance
places on the balance of payments and'on exchange rate policy, The forecast recovery
in international activity should provide a boost to world trade volumes, at least among
Australia’s principal trading partness, and to commodity prices; this will provide the
opportunity for a further improvement in Australia’s balance of trade, At present,,
though, the Australian economy is not well positioned to improve:its share of world
trade. In particular, our inflation. rate is currently more than twice that of our major
trading partners, Prospects for 1983-84 are for no more than some narrowing of that
gap.

In principle, continual exchange rate depreciation can avoid a loss of international
competitiveness resulting from relatively high inflation. The reality is more complex,
particularly in the context of an inflexible domestic cost structure. For a devaluation to
be effective, there must be a lasting improvement in the cost /price. structure of the
traded goods sector.. If the higher prices caused by devaluation are reflected in higher
wages and other costs; nothing will have been achieved—except a further boost to the
high inflation which necessitated the devaluation in the first place, It would therefore
be a dangerous: fallacy to suppose that exchange rate flexibility frees us from the
necessity of bringing down our inflation rate.

The balance of payments also has potential to disrupt the management of domestic
monetary policy. Ultimately, external stability depends on domestic financial stability,
including a ic policy fi k which is—and is. seen to be—stable,
predictable and workable. A sceptical public—including financial market
participants—may require some clear ‘runs on the board’ before uncertainties are
lessened. In the meantime, financial markets, and flows of funds across the exchanges,
could remain quite volatile.

Risks of the type just described deserve specific attention at this time because of the
unprecedented scale of public sector demands on.financial markets, Most. discussion of
this issue—including in this S —has emphasised the inherent interest rate (i.e.
price) risks. But there are also quantity risks, If interest rate pressures approach the
unacceptable, or if expectations develop that they are likely to do so, excess money
balances can build up very quickly—and with equal speed spill across the exchanges via
a haemorrhage on the capital t of the bai of pay ts,

The general point in the foregoing is that if there are domestic policy deficiencies,
external policy is not itself capable of restoring a stable external position; in the end,
external balance is above all a function of domestic policy settings,
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PART IV—THE ECONOMIC OUTLOOK

Background

The Australian economy has emerged from 1982-83 with mixed prospects.. The
deep recession and the associated wage moderation over a period of six months or so
have seen labour costs being brought more into line with productivity and the‘undcr!y-
ing rate of inflation beginning to fall in the wake of that. Fiscal policy has become d?cxd-
edly stimulatory. The drought has broken and economic prospects abroad have bright-
ened. At the same time. the exceptionally heavy stock run-down which depressed
production in-1982-83 is likely to-level out as 1983-84 progresses, with positive conse-
quences for production,

The concurrence of those favourable factors should see economic activity pick-up
as 1983-84 proceeds. That pick-up, however, is expected to be narrowly based and
policy must now focus upon creating conditions which might broaden the pick-up to
include private sector spending.

The Forecasting Framework

Preparation of budget estimates requires detailed forecasts of various ecqn_omic par-
ameters in-the form of single point estimates, This suggests a degree of precision which
is quite unwarranted given the uncertainties of the economic environme_nt. and each es-
timate should more accurately be regarded as no more than the mid-poznt ofa range of
plausible possibilities. The economic upheavals of the past dccade.l the increased swxf}-
ness of the response of economic agents to changes in their perceptions of the economic
situation and'to their expectations of prospective developments, as well as the move-
ment, in some important respects,. of the current performance of the economy to an
area that is outside the domain of post-war experience, all heighten the uncertainty sur-
rounding the outlook for the year ahead.

Those difficulties for the forecaster are compounded: when, as at present, a turn-
around in economic activity is expected within the forecasting horizon. The long-
heralded but much delayed turnaround in the U.S. economy bears. witness to the
difficulty of successfully predicting the turning point in an economic cycle. Even if the
forecasts herein correctly embody- the rate at which activity rises once the turnafound
commences—and there is, of course, no guarantee of that—an error in the projected
time profile of the upturn could dramatically alter forecast year-average growth..rates.
For example,.a delay of only one quarter in the commencement of the projected
pick-up would detract over one percentage point from the. forecast growth of non-farm
product in.1983-84.

The forecasts are, as.always, conditional on an underlying framework of assump-
tions which form an interrelated and (it.is hoped) consistent whole. Oth}:r things being
equal, a change during the course of the year in the setting of a polu_:y ipstrument
necessatily entails offsetting shifts in other policy settings if the same: 9bjectlye.s are to
be achieved, For example, the forecast slowing in the rate of inflation is conditional on
the assumption that wage increases outside the assumed increases in.award wages ur'Ader
National Wage Case hearings are only minimal. Fiscal and monetary pohf:y settings
have been adopted: having regard to that assumption. To the extent that sectional wage
claims increase above that: minimal level, the slowing in inflation could only be achieved
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through a firmer stance of other policies. On the other hand, a more favourable.outlook
for inflation and an easing of inflationary. expectations—and hesice for private demand
and the growth-of employment~would obtain if the increase. in.award rates were, in
the event, lower than has been assumed.

In addition to-all the-caveats just mentioned, there-is the usual problem that the
forecasts must necessarily be based on, currently available statistical data, which can

ubsequently be subjected to I'revision and then be seen to have provided'an
erroneous stepping oﬂ' point.for the forecasts,

Forecasting Assumptions

The main components of the Budget estimates, as used. for forecaslmg purposes,
areas follows (figures in parenthesis represent corresponding increases in real terms,
where appropriate):

e an overall budget deficit of $8361m, comprising an estimated domestic deficit of

$5744m and an overseas deficit of $2617m;

an estimated. increase in total outlays of 15,8 per cent (about 7+ per cent)

comprising:

an increase of 15.4 per cent (about 8 per cent) in current expenditure on goods

and services (partly deriving from an estimated increase of 4.4 per cent in pub-

lic service staffing, apprommately one-half of which represents the full year.

effects of increases during 1982-83);

an increase of 20.9 per cent {about 11¥ per cent) in gross fixed capital expendi-

ture, including sharp increases in building and construction expenditures and

extensive outlays on computing equipment;

an increase of 14.0 per cent (about 54 per cent) in-payments to the States, the

Northern Territory and local government, including large additions to special

employment programs and for road construction; and

an increase of 19.5 per cent (about 10% per cent) in:cash benefit payments to

individuals;

an' estimated' increase of 8.6 per cent (about % per cent) in total receipts,

including:

- anincrease of 5.4 per cent in direct taxation; and

- anincrease of 14.4 per cent in indirect taxation. -

The other assumptions underpinning the detailed projections.are:

® a moderate recovery in international economic activity over the course of
1983-84. Real GNP'in industrial countries as a group could grow by around 2#
per cent in 1983-84, including a stronger rise in the United States;

o only slight growth in the volume of world trade in 1983-84 although the trade of
Australia’s major trading partners could fare significantly better than average;

» lower price inflation in all major iridustrial countries.in1983-84 than in 1982-83,

though there could well be some upward pressuré on pricés later in the year agac-

tivity recovers and commodity prices rise. World oil prices, however, are.assumed

to remain around their current levels over the forecast period; -
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o adjustments in domestic'and external policy instruments with sufficient flexibility
to.ensure.growth in-financial aggregates i with an increase in M3 in the
range of 9to 11 per cent over the year to the June quarter 1984;

* more normal seasonal conditions, following the recent rains, allowing the sharp
decline in farm production that occurred in 1982-83 tobe reversed; and

o six-monthly wage indexation and strictly limited sectional claims,

General Outlook

Based on those forecasting assumptions, the outlook for 1983-84, in summary, is as
follows:
Activity and output

o continued strong growth in public sector final demand;

* continued weak private sector final demand, with a further marked fall in private
business fixed investment more than offsetting weak growth in private consump-
tion and strong growth through the year in private dwelling construction;

. a marked slowing in non-farm stock decumulation and a rise in farm stocks;

» a modest pick-up in exports and another significant decline in imports; and

o moderate growth in real non-farm product (but strong growth through the course
of the year) and, reflecting a rebound in farm output, somewhat faster growth in
GDP,

Labour market
o moderate growth in employment during the course of the year; and

* an edging up inthe rate of unemployment..

Prices and incomes
o some slowing in the rate of domestic inflation;
 aresumption of growth inreal household disposable income; and
* some improvement in business cash flows and profits,

Balance of payments
o a further fall in the current account deficit;
e arather larger fall in capital inflows; and
o as a consequence, a modest fall in international reserves from their present high
level.
Financial markets
o afurther fall in corporate borrowingand an i in household lending;
o amarked increase in public sector borrowing; and
o continued pressure on interest rates.

Further notes on the major components of the forecasts are set out below. Expendi-
ture estimates are in real terms..
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Activity and Output:

Private umption expenditure is projected to-i ¢ by around-1# per cent in
1983-84, somewhat faster: than in 1982-83. However, as recorded in the national

accounts, consumption growtlis likely to be only slightly stronger.than in 1982-83 be-
cause of the reclassification of certain health expenditures from the private to the pub-
lie sector, reflecting increased-hospital payments to the States under Medicare. Real
househ :M disposable income is projected to grow by about 3 per cent, following no
growth in 1982-83, The forecasts imply little change in the ‘adjusted’ saving ratio (fol-
lowing the + percentage point increase in 1982:83), reflecting an assumption that the
effects of continued high unemployment and uncertainties about future inflation (with
consequential effects for interest rates) will be countered by the favourable effects on
confidence of ic'recovery and a slowing in recorded inflation. Consistent with
the projected strong growth in farm income, the aggregate saving ratio is expected toin-
crease markedly in 1983-84.

Private dwelling investment is projected to incréasé by about 3 per cent in'1983-84
(fotlowing the decline of 25 per cent in 1982-83), The.rebound over the course of the
year could be of the order of 20 per cent. This projection is conditional. upon deposit
rates of the major mortgage: lenders remaining competitive within the interest rate
structure.

2,

Sfixed # is projected:to fall again in 1983-84 at about.the same
rate as the very sharp decline of 14 per cent recorded in 1982-83, The-forecast reflects
the view that, given current low levels-of capacity utilisation, business will be cautious
in responding to the pick-up in activity and improved profitability in the face of high
real rates of interest and uncertainities about wage moderation, international competi-
tiveness and the durability of the recovery,

The major influcnces on.the level of public sector activity in 1983-84.include the
Commonwealth Budget and the apparent continued willingness and-ability of govern-
mental authorities at all levels to finance growing capital expenditures in an environ-
ment of high.real interest rates, Toral public sector final expenditures on a national
accounts basis are projected to increase by about 4+ per cent following the rise of about
34 per cent in 1982-83. This assumes accelerated growth in public current expenditures
(possibly to-around 6 per cent) roughly offset by a slowing in the rate of growth in pu-

l;lgi(s:;apital expenditure from about 4 per cent in 1982-83 to around 2 per cent in
-84.

Commonwealth current expenditure on a national accounts. (deliveries) basis is
expected to increase strongly in 1983-84 (by around 10 per cent) while Commonwealth
capital expenditures are. projected to increase by about 34 per cent after declining by
around 104 per cent in 1982-83, Very strong growth in budget-financed civil works is
expected in 1983-84, with lesser growth in capital spending by Commonwealth authori-
ties. State and. local government authorities’ capital expenditures are assumed. to in-
cn;.ase‘ by around 2 per cent, compared with very strong growth of about 8 per cent in
1982-83,

“ The following discussion of the outlook for business fixed i and public
abstracts from. the impact on the published national' accounts esti of certain sale/I
ions between the public and pri , based on Treasury estimates of these transactions,
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Following very heavy decumulation of non-farm stocks during 1982-83, the rate of
run down- is expected’ to slow substantially during the course of 1983-84, Within
1983-84, farm stocks are likely to experience a turnaround equivalent to about half of
the increase in farm product.

Non-farm product is forecast to increase by about 2 per cent in 1983-84, embodying
considerably more rapid growth—5 per cent.or so—over the course of the year. Witha
sharp rebound of about 20 per cent in farm product, total gross d product could
grow by 3 per cent or so for 1983-84 as a whole,

‘The Rural Recovery

The severe drought which afflicted much of eastern Australia in 1982-83 had a
devastating effect on the rural sector and led to a fall in gross farm product of 18 per
cent. With farmers’ costs rising more rapidly than the prices received for their produce,
farm income, measured-in real terms, recorded much the largest percentage decline in
the last 30 years. .

Following the drought-breaking rains,over recent months, a significant recovery in
the rural sector-is likely in 1983-84. Gross farm product could rise by around 20 per
cent. A firming of commodity prices on international marketsand the strong rise in live-
stock prices in Australia following the-breaking of the drought, together with.a mod-
eration in the rate of increase of farm costs, should lead to an approximate doubling of
nominal farm incomes in 1983-84.

Autumn plantings suggest that wheat production could be double the 1982-83 crop.
Record plantings are expected for most other grain crops. Production of livestock and
livestock products could decline by about 4 per cent in 1983-84, as farmers start
rebuilding herd and flock sizes following the breaking of the drought. However, in con-
junction with the US recovery, this lower production has put upward pressure on live-
stock (and hence meat) prices. Sugar production is expected to falt in 1983-84 follow-
ing unseasonably low rains during the growing period, although the impact on the value
of production is likely to be muted by an expected improvement in world sugar prices.

The large-increase expected in grain. production would result in.a build-up of farm
stocks (following the dréught-induced’ fall in 1982-83), more than offsetting an
expected depletion of wool stocks assotiated with the projected small decline in wool
production.

Balance of Payments.

Exports.of goods and services are likely to increase moderately in 1983-84 as in-
1982-83. Some farm exports. will still be. affected by the earlier decline in farm' pro-
duction and there is expected to be a modest fall in overall farm:export volumes; non-
rural exports should. record. better growth, reflecting improving world demand and:
increased production capacity in some parts of the resource sector.

Imports of goods and services seem set for another decline in 1983-84 consistent
with the weak outlook for private domestic demand, particularly in-the business invest-
ment area, and the lagged effects.on competitiveness of the depreciation of the Aus-
tralian. dollar through 1982-83. However, the expected pick-up in the domestic econ-
omy is likely to induce some expansion of import volumes over the course of 1983-84.

67



As always, the likely balance on the.current account is surrounded by considerable

uncertainty. The trade deficit, which declined significantly in 1982-83, should turn to.

surplus in 1983-84, more than offsetting some further edging up in the net invisibles
deficit. As a result, the current account deficit could’ narrow further in 1983-84,
although by less than the major reduction in 1982:83.

The extent of private capital inflow will depend heavily on monetary and'short-

term external policy settings. It is assumed that in 1983.84 these. settings wifl be con-

ducive to a level of private capital inflow 'markedly lower than in 1982-83 and consist-
ent, having regard to the reduction in the deficit on private current account, with a

smaller external contribution to domestic: liquidity than in 1982-83, With continued'

moderate Commonwealth Government borrowing abroad, this would indicate some
modest reduction in Australia's foreign exchange reserves from the high level at which
they stood at 30 June 1983..

Labour Market

There is considerable uncertainty as to how far the pick-up in-activity will be trans-
mitted to the labour market. The shake-out in employment in the present recession has
been particularly severe as firms have ponded to the combination of higher real wage
costs and reduced demand. The severity of the labour-shedding response has worked to
raise non-farm labour ‘productivity’ (per person employed) in 1982-83 and it may well
be that this trend will continue into the upturn'in the face of the depressed corporate
profit share and high labour costs. Employers.may require: firm evidence of improved
profitability and a ined:i in di | before fully reversing the labour shed-
ding that took place in 1982-83,

On that basis, the greater part of the projected increase in product in. 1983-84 is
expected to be accounted for by an increase in ‘productivity’ (as measured) rather than
increased employment. A substantial part of that ‘productivity’ increase would' rep-
resent merely an- increase in weekly hours worked. as shost-time arrangements arc
unwound and employers make greater resort to overtime working.

Partly reflecting the impact of the Government’s public sector employment-
generating initiatives, employment could grow by about 1+ per cent over the course of
1983-84, bringing average employment in 1983-84 up to around the average for
1982-83.

In view of the resilience of the labour force participation rate in the face of the
shake-out in the labour market during 1982-83, the forecasts for 1983-84 assume little
change in the participation rate from its recent level. In conjunction with expected
growth in the working age population of about 2 per cent, this would imply that labour
force: growth would continue to exceed employment. growth and hence that average
unemployment would:be higher in 1983-84. For the purpose of the Budget estimates,,
this has been translated into an average level of ployment benefit recipi of
around 680 000 in 1983-84 compared with an average of 540 000 in 1982-83 and a level
in July 1983 of 634 000,

Prices and Incomes

For 1983-84 as a whole, average-weekly earnings are assumed to be about.7 per cent
above their average level in 1982:83, representing a marked slowing from the increase
of 111 per cent last year.
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For the purpose of preparing the Budget cstima(c§, it ha.s been assun}ed‘ tl?at
National’ Wage Case decisions are based on half-yearly indexation commencing with
the increase in the consumer price index for the March and Junf: quarters of 1983; a
sizeable allowance is made for increases in hours worked but minimal allowance for
sectional claims. An alternative assumption—Ileading to. much the same outcome—
would be for less than full indexation to be awarded but for sectional claims to be some-
what higher. '

However, much of the slowing in earnings growth that the year-on-year increase-of
7 per cent implies would reflect the effects of the wages pause in the scconc! half of
1982-83; the growth in earnings through the course of 1983-84 would be considerably
faster than that. . - N

The slowing in wage increases during 1982-83 and the early part o.l‘ 19333-84 is in
turn.the main influence contributing to some slowing in underlying inflation in 1983.84.
Other influences expected to affect prices in 1983-84 includ?: the lag,ged effects of the
exchange rate depreciation over the course of 1982-83 (wl}Ich‘are_ likely to offset. t.he
beneficial effects on domestic inflation of the very low inflation projected fo'r our major
trading partners); some further increase in food prices; and increases in Pubhc aut}wmy
taxes. and charges including those ed. in this Budget. The m'troducu?n of
Medicare from 1 February 1984'is expected to diminish substantially the increasein the
CPI in the second half of the year, but national accounts price deflators will, of course,
be unaffected.

On that basis, the CPI could increase by about 7% per cent in 1983-84 as 2 whole,
with more broadly based expenditure deflators rising rather more than that.

Taken in conjunction. with. the projected strong pick-up .in ‘prodf.lctivny’, t}lf:se
movements in wages and prices would be consistent with some increase in profitability,
from its current extremely depressed level, over the course of 1983-84,

Financial Markets .

As indicated in the Budget Speech, the Government will b¢: seeking to restrain
growth in all monetary aggregates, consistent with growth of M3 in the range of 9to 1
per cent over the year to the June quartér 1984, )

This implies a. fairly sharp increase in the income. velocity of circ.ulatlon of M3
through the course of the year. However, as discusse_d in Part 111 ?f this S.tatcment', a
cydlical increase in velocity is normat during an upswing and, on this occasion, velocity
starts from:a point well below trend. The projecu.on Has b‘ecn‘ bas?d on the judgment
that, accordingly, there is room. for a substantial increase in velocity before the slack
presently in.the system is taken up. ‘

Net borrowing by the public sector in' 1983-84 could incrf:ase b.y around 2
percentage points of GDP, to about 8 per cent, more th{in gﬁ‘seltlng a likely furt.her
decline-in net corporate borrowing, Even with a furthcr'nse in ho.uschold‘ n'et.lendmg,
suciv [arge shifts in sectoral funds flows might not be-achievable without somie pressure
on interest rates, Develog in overseas fi ial markets, *parilcular!y
i ate mc will as usual have a significant influence on domestic
financial markets and hence on domestic interest rates,
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Further Abead STATEMENT NO. 3--ESTIMATES OF OUTLAYS, 1983-84
As the forecasting: horizon is éxtended the uncertainties and risks auachmg 1o the
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off, the tendency for recovery in private sector activity. The risk of that would be much
enhanced if budget deficits and borrowing requirements. were not seen-as likely to be
reduced once an upturn in private sector activity. gathered momentum:

A further point.of concern for a sustainable recovery relates to the current inflation
outlook which, even given a favourable wages outcome, is fikely to remain substantially
above inflation levels in our major trading partner countries.

These possibilities are highlighted not to engender any feelings of gloom but to em-
phasise the serious nature of'the problems still to be overcome and the central elements
of the necessary policy response, They tend to reinforce the view that a durable. recov-
ery will require, as essential pre-requisites, both. continuing wage' moderation in the
period immediately ahead  and an on-going effort to reduce structural public sector
deficits and borrowing requi as recovery p ds. If those pre-requisites were
met recovery would proceed and, as it did so, growth in activity would be reflected:
more fully in strong employment growth,
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STATEMENT No, 3—ESTIMATES OF OUTLAYS, 1983-84

This Statement presents detailed estimates of Budget outlays in 1983-84, classified
according to their primary purpose or function. Comparable figures are also shown for
1981-82 and 1982-83; data for the period since 1973-74 are presented in Statement

No. 6.

SUMMARY
The following table shows, in summary form, total outlays classified by major

functional and sub-functional headings:

1981-82 1982-83. 1983-84
Actual Actuat Estimate Change
Sm Sm Sm $
1. Defence . . . . . .. . 41337 47825 52199 + 4974
2. Education PR 3340.5 38020 4210.5 + 408.6
3, Health . e e 29124 34254 42953 + 8698
4. SocmlSecumyand\Velfnre . P 115013 141524 16 843.0 +2730.6
5. Housing . 4583 740.3 2115 1713
6. Urbap and Regmnul Dcvelcpmcnl n:c und (h:
Environment . PRI 715 1260 1483 + 223
7. Cultureand Recreation  + . + + . . . 4822 5230 599.2' + 762,
8. Economic Services—
A. Transport and Communication . . . . 11802 17604 17054 - 3550
B. Water Supply, ElectricityandGas . . . 66.6 102.7 89.. - 135
C. Industry Assistance and Development . 9420 1108.7 11036 - 5l
D. Labourand Employment . . . . . . 4600 684.7 11240 + 4392
E. Other EconomicServices . . . . . . 1087 96.2 99.0 + 29
Total Economi¢ Services . . . . 27515 37528 41213 + 3685
9. General Public Services—
A. LegistativeSeevices . . G e 1323 198.8 2233 + 245
B. an.Ord:randPubthal'c(y e e e 2511 3220 3764 + 544
C. Forcign Affsirsand OverseasAid . . . 860.5 958.2' 1085.5 + 1273
D GcnemlandScnenhﬁcRcsenrchnec ‘e 3906 4387 4385 -
E. AdministrativeServices . . e 12413 14314 16716 + "-IOI
Total PublicServices . . . . . . 28853 33490 37953 + 4462
10. Not Allocated to Function—
A. Payments to or for the States, the Northern
Territory and Local Government Aulhcn-
tiesnee | N 9908.2 109914 122027 +12113
B. Puthchllnlercsl 28809 337 4133y + 7556
C. Allowance for Prospective Slaﬂ' Wuge and
Suhlrylncrcuscs(NomD:fcncc) . - . 163.0 + 1630
Total Not Altocated to Function 127891 14 369.1 16 499.0 21300
TOTAL OUTLAYS . . . ., . 413376 48982.3 56 703.2 +77209

The following chart, based on the table above, gives a broad impression of the rela-
tive size of the major functional blocks of outlays and'recent and projected movements
in these proportions. It is emphasised that changes in the size of these functional blocks
from one year to another are affected by classification changes (see Appendlx for

further details).
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1.. DEFENCE

Australia’s strategic circumstances, defence needs and priorities are to be reviewed
‘l:itthe Go;el:.lmem to e:su;c the: relevance of our defence capabilities. Pending the
come of this review, the direction of defence e iture i ¢
outeome of s xpenditure is expected to be broadly
Outlays on defence are estimated to be $5280m in 1983-84, an i
: -84, an increase of 10.4% on
:)I;f; g:lltai; of 547132?1 in 1982-?3. ‘The provision involves a real increase over 1982-83.
ut 4%, mainly to cover obligations for equipment and faciliti i inre-
lation to the new tactical fighter project. P es, pacticalarly in e
Outstanqing,obligations, mainly for capital.items, to be met in 1984-85 and Jater
years are estimated at 35612.m. The increase of $532m over the $5080m obligation car-
r}gd into l983-8:t relates mainly to price and exchange rate variations on the new tace
tical fighter project. The level of abligations outstanding could also be increased by pro-
posals for major new equipment still being considered.
Estimates are generally in April 1983 prices. However, additi isi
y in X onal provision has
been made for cost escnlauqn included in certain overseas n';njor equipment contracts,
;nd l::r (s!o;ne other post-April price increases. A bulk allowance of $110m has also been
rovided for prospective increases in wages and salaries of servi ivilian.
Dol i 1983 64, ges service and civilian defence
Provision for other price increases in 1983-84 may be i ith i
t r 1 ¢ y be made in Additional Estimates
later in the year in the light of circumstances prevailing at that time, §

1981-82 1982-83 1983-84

Actual Actual  Estimate Change
Deé‘grxlwl_e Manpaower Costs nec— sm sm s sm *
F:INI::'L P 33041 365.0 3689 + 39 + I
Naval
el e e e 3686 3806 M3 - 6F =
Miay LDl Tes s mr Tl S b
Defence Forces Retirement and Death, ’ o o7 B -
Benefits P 245.5 219.1 50 + 359 + 129
Total P e e e e 21390 22748 22939 + 19,1 + 08
Deg;:ncel Equipmem and Stores—
avalConstruction . . o o v 4 1378 83.9 2,
Aircrall and Associated Initial Equipment . 758 é73.ﬂ g;gg 12322 I g;z
Armoured und Combat Vehicles, Attillery 122 197 93 —104 — 530
Other‘Capital' Equipment and Stores . 2575 3052 W2 =260 - 85
g\:q;sltqongl‘ Bocing 707 dAércmh e 03 0.l o . &
upporting Equipment and Stores e 4524 ! . 4 0
Repairsund Maintenance . . . . . . 1587 ﬂgg ?;gd il;; i 33
Total P R S 1094.7 14730 17418 +268.7 + 182
Dcﬁe‘;!ce Fucilili;s—
vaiices to the States for Service Housing . .0 -
OXF}‘"%:‘ Buildings, Works, Furniture ind > 83 >3 0 -0
intings st e e e e s 3 3
Acqu!smonorS[lesnnd Buildings . . . . lﬁg I:I’;; l;?é I% 1 e
Repsirsand Maintenance: .+, . . 730 80.1 A
Total ..o .. 224.1 2394 270.1 + 307  + 128

1981-82 1982-83  1983-84

Actuat Actun}  Estimate Change
$m sm sm Sm %
Defence Industeial Cnplcilly-
Wage and Salary, Adm nistrative.and Oper-
ational Expenditures  + 4« o+« o« 1094 1297 140,0 + 104 + 80
Buildingsand Works .« . 253 379 9. + 219 + 578
MachineryandPlant . . . . . . 230 41.2 . + 190+ 46)
Maintenance of Production Capubility: . . 87.1 940 949 + 09 + 09
Government Faclory Operalions . L1 49Cr 99 + 148 na
Other . .+ « » P . 18, 1) 224 - 88 —~ 282
Repayments + + o + o <« -+ ‘e 2.8Cr 5.2Cr 61Cr ~ 1.5 - 219
Totat A LR 262.1 3237 3804 + 567 + 175
Defence Science and Technology Establish-
ments (net) . . . o - °sy e 1259 1388 40 4+ s2 + M
Defence Co-operation—
Papua NewGuinea . + - o » + + » 167 173 1.1 -0l - 08
Indonesia P 8.6 102 10.3 + 0l + 12
Malaysin o« o 000000 e 40 49 5.6 + 07 + 148
SInGapore: . . . e s s on et 1.2 1.6 1.5 - 0l - 35
Oher v« v o s v e e e e 9.2 103 1.2 + 09 + 91
Totat: R 307 442 45.8 + 1.6 + 36
Storageand Transport Services .+ .+« v ¢ 30.6 319 28.5 - 33 - 104
General Administrative Expenditure .« 3292 3894 416.8 + 215 + I
Naturai Disastess, Civil Defence and Other 12 7.3 7.8 + 05 + 13
Recoveriesand Repayments . v« o o+ 1188Cr 140.0Cr 159.3Cr  ~ 193 - 138
Allowance for Prospective Wage and Salary
InCreases . « « 4 o o0 v obor v s 0 . . 1100 +1100 na,
TOTAL DEFENCE . . . . - 41337 47825 52799 +4974 + 104

NOTE: .n.a,—not applicable.

DEFENCE MANPOWER COSTS NEC

Expenditure under this category provides for the bulk of service and civilian man-
power outlays of the Department of Defence. Before taking account of the $110m pro-
vision for, prospective wage and salary increases which is not included in the appropri-
ations, manpower. costs are estimated to increase from $2274.8m in 1982-83 to an
estimated $2263.9m in 1983-84, reflecting the net effect of an increase of $35.9m in De-
fence Force retirement and death benefits. costs, a.small increase of $3.9m in civilian
manpower costs and a decrease of $20.7m in service manpower costs.

The net decrease of $20.7m in service manpower costs reflects an estimated overall
reduction in strength of about 732 during 1983-84. This follows a reduction of about
400 in 1982-83, mainly related to the withdrawal from sesvice of HMAS Melbourne
and the RAAF Canberra aircraftanda reduction in Navy fixed wing aircraft numbers.

The approved strength of the Navy is estimated to reduce by a fusther 450to 16 696
at 30 June 1984 as the result of decisions on the aircraft carrier and fixed wing aiicraft.
The Air Force's approved strength is.expected to increase by 200.to 22 677 while the:
Army’s approved strength. is estimated to reduce to 32 677, a reduction of 173 on the
approved ceiling at 30 June 1983 and of 395on the actual strength-at that date, The re-
duction from the ceiling strength is mainly related to lower permanent force cadres.
allocated to the reservesand cadets.
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The reduction in tetal numbers in the Reserve F
r orces, from 36 524 at 30 June 19!
to an estimated 34 952 at 30 June 1984, is due mainly to a reduction in the At:‘:yl R?-
§ervhcs to the previously approved active target of 30 000, There will also be a reduction
in the ?verage number of days training undertaken by the Army Reserves. Active re-
;:rvcs or the Navy are to rise by 42 to 1254 and for the Air Force by 322 to 1500, The
egular Army Emergency Reserve target has been maintained at 306, '
Ny‘l;ll';:lG'?vemmcm ‘}‘zas d::{idcd ta phase aut the exemption from income tax on the
of part-time bets of th i
i Sttt the Reserve Defence Forces. Details are
Civilian manpower has a planned full-time staffin;
-+ g level at 30 June 1984 of 24 422,

The staff !cvel of 24762 at 30 June 1983 was significantly higher than the 1982-83
?udseth estimate due to the transfer of Defe Sci and Technol blish t

rom the Department of Defence Support to Defence duri j

he Departm -Sup ng the year. The pr

\;ducluon in civilian staff’ of 340 during 1983-84 relates mainly to a transl‘Srocj)?clt:"il
p av:l dockyard stafl m.the Department of Defeace Support and a net reduction of 132

ue o:the announced withdrawal of a Mirage Squadron from Butterworth, Malaysia to
Darwin and a rundown of 80 in Defence scientific staff. '

Details of Defence manpower strengths are:

Acteal  Estimated
June 1983 June 1984 Variation

Pernu
Rm:r;:m.i’otlwsl e 12782 72050 ~ 2
Rmeries N A 36524 34952 -5
................... 24762 4422 - 30
Toal .00l
N T < 11063 3Ll —264

The costs of some etements of Defence manpow i

er shown
fecorded u.nde: the categories ‘Defence Sci poand Tech o :;e:\bo‘i? lfble it
Natural Disasters, Civil Defence and Other’, and ‘Defence Co-operation”. '

The muin factors leading to the increase of $35.9m i isi
Force retirement and death benefits are: omin the provision for Defence

* annual update of pension tates in Jul i i
I ly 1983 to reflect. the ine -
sumer Price Index of 11.4% over the year to March 1983; and resse fn the Gon

& aprojected peasioner population increase of 1510,

DEFENCE EQUIPMENT AND STORES

Outlays on defence equipment and stores are intended to ensure that defe: i
;nem (‘Sh‘tps, afrcraft, armour, artillery, etc.) and general logistic supxrlfnreng:q?:;z
or fmucxpa_ted oper.auonal activities and as a basis far expansion if required. Outlays on
capx?!al equipment in 1983-84 are estimated at $1025.3m, or $245.5m mlore th’:’n in
1982.83, Outstanldmg obligations on capital items to be carried over to 1984-85 and
later years are estimated to be §4239.8m compared with $3733.2m carried into 1983.84,
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Estimated contractual obligations on the more significant cupital items for expeadi-
ture in 1983-84are:

sm
o Newtactical fighter + « « v < v 000w s e o 498
o Progress payments for the four FFG guided missile frigates (three
have been commissioned and delivered; the fourth is scheduted for de-
lveryin April1984) .« o . o o e e e e e 155
o P3COrionaiteraft  « .« .+ o o v e e ey e e e 130
o DDGand DE destroyerupdates < < o ¢ o o o o0t 62
o Target acquisition and tracking system forthe Fl1lqircraft . . 48
O AmmYtIuCkS 4 o e e oo osom e s n st 44
o Long-lead items for new destroyers e e e e e s 46
« Underway replenishment ship . R R kY
e Guided weapons . <« v e e e e e e s 29
o Mirage refurbishment . .+« o e 22
o Mine-huntingvessels « « « o ¢ v o . . 19
o Basictraineraircraft  « . . . o e e v e e 19

Due to delays and other factors, expenditure on-these projects is subject to adjust-

ment during the year in the light of variations in progress on individual items and
requirements for payments o the United States Government in respect of those
purchases condueted under, Foreign Military Sales arrungements. Overall, funds pro-
vided are somewhat below the total obligation level.

Production of equipment currently being undertaken in Australin includes the
Army trucks, the underway replenishment ship and the Mirage refurbishment, while
local projects in the developmental stage include the mine-hunting vesscls and the basic
trainer aircraft. These projects should give rise to significant focal production in the
future. .

Defence capabilities were enhanced during 1982-83 with the delivery of a wide
range of equipment and completion of refurbishment of existing equipment, Deliveries
included 2 Boeing 707 transport aircraft, 4 patrol boats, 2 x 155 mm howitzers, and 158
x 4 tonne and 264 X 8 tonne trucks. ,

A provision of §716.5m is also made for supporting equipment and stores such as
fuel, ammunition, rations and clothing required for the efficient, performance of both
manpower and equipment within the Defence Force, and for repairs and maintenance:
of ships, aircraft, vehicles, weapons and other equipment, The increase of $23.2m over
the $693.3m provided for these activities in 1982-83 arises mainly from higher prices
and the additional cost of mai of the mare technically complex equipment
now entering the service inventory. Some offsetting savings have been made asa result
of the phasing out of Navy fixed: wing:aircraft operations and by reductions in other
activities where practicable.

DEFENCE FACILITIES.

Outlays for the provision and maintenance of facilities which include living and
working accommodation for the Defence. Force and Department of Defence are
expected to increase from $239.4m in 1982-83 to $270.1m in’] 983-84.
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Major works currently under construction and ex '
u pected’ 198384 expendit in-
;l:lxg:a ;g: ysugsulx(nsns D)ef:‘;\ee Force Academy, ACT ($30m), Armgﬁmd “cr::::e
y Vic. ($3m), Woodside Army Camp, SA ($4m), RA i
NSW ($7m), and Derby Aichcld, WA (S4m), (34m): RAAF Buse Rlchmond,
New facilitics at RAAF Base Williamtown, NSW f i
i A 3 for the new tactical fight -
m_cnl‘lhc major new pm)cc% for commencement in. 1983-84. The cost of (hisspr:;c::‘;s
estimated 10 be $106m of which $14m is planned for expenditure in 1983-84.

The provision or imp ment of housing for servicem i ilies isani
portant element of the facilities program, In.1983-84, 85;?5“::;:2:3325?:;: ll‘;l:
Corqmon\n(enlth State Housing Agreement for the construction of some 50 medium
density UPIIS at \Vpo!loon\ooloo. NSW, while a further $31m is included under the
hex}di.ngs ‘Olhcr B.u!ldmgs“\%rks. Furniture and Fittings' and *Acquisition of Sites and
BUIldl‘IIBS \ compngpg&l&m in respect of existing projects and $13m to commit to con-‘
strucuun. or acquisition about 600 new or replacement houses. This new housin,
Brogram is estimated to cost $37m over about 3 years. ¢

In 1982.83, 215 houses no lon i
ger required for defence purposes which

;{l:;selr}\;ileqt)\:r many years for the Defence Force under variorx:)sos(:ommon\\';?(r;

! using Agreements, were returned to thy ati i
el g Agre public‘housing. e States for allocation to applicants on

Expenditure on repairs and maintenance ;

. in 1983-84 on def ilities i
estimated to be $84,Tm, an increase of $4.6m over | 982-33. e fucldes i

DEFENCE INDUSTRIAL CAPACITY

Outlays on defence industrial capaci i i
e pacity are estimated to rise from $323.7m i

::‘!f};smi nlxo n::?.o‘i)m in 1983-84. ~0uls.t:mding obligations on orders, muinlymf::-
o acilities, for expendituce in 1984-85 nad later years are estimated to be

Expenditure under this part of the defence function i i

d ction is the responsibility of th
geepl:;r:;ncm of Derclmc 51.1 port. Its role is, within overall defence popl(;ciﬁ,‘to);uppor:
e ence For.!:c 2 the‘ 5 of the defence production factories (the
Go\emment Alm.rafl Factories, Munitions and Ordnance Factories and. the
N v:mmenl Clothing Fncxory) and the naval dockyards excluding flect base activities;
A\em tr:lu:elo:;mcn'. ‘ff xnd}xs.tna} capability and capacity (through: the offsets and
S mcr]x ndustry Pamcupan?n programs and otherwise) to support the defence
ort; and to undertake purchasing and marketing of defence material overseas,

Resources provided under this headi i i :

K ng to support de ili
;(: lg(x)\;e eﬂf‘ccl to Government policies on defe iy e lnd‘ilfx"ﬂs?r:;:“iﬁm‘:

10.2m for aerospace: activities, $127.8m for shij r'.~xrds znd $99.9 iti

S L for aers tothing s DYy .9m for munitions,,

Initiatives in 1983-84 include the isi .

\ 83 provision of $1.2m for the developme: -

E:‘n:nched lka:a missile system, $2.9m for the production of Jindivil?tar:ctf t;?rcbr:!:‘t
e = a::i <S>2$ fo;;i 1 n:fozm:ﬁ at Williamstown Naval Dockyard to
iy pe nal eticiency and competitive position for the Navy's frigate

8

Major buildings and works under construction in 1983-84 include the
modernisation of Garden Island, NSW ($26m), improvements at. Cockatoo Island
Dockyard, NSW (8$3.7m), and structural bonding and chemical milling facilities at
Fishermen's Bend, Vic. (§5.5m) to provide productive capacity for the new tactical
fighter project, Commencement is also being made on new tactical fighter. facilities
costing $13m at Avalon, Vic, with $9.5m planned for expenditure in 1983-84,

Expenditure on machinery and plant is estimated at $60.1m. Major expenditures:
include $29.6m for plant for the new tactical fighter project, $3.1m for upgrading small
arms ition production at the A ition Factory, Fi Vic,, $1.4m for
an occupational safety and health improvement program at the Munitions Filling
Factory, NSW, and S$1m for a new nitroglycerine and paste propellant plant at the
Mulwala Explosives Factory, NSW.

Mai of production capability involves the ining of production
capacity in Government and private sector establist where peacetime activities
are such that full recovery of costs cannot be achieved. Sustaining these capabilities is
estimated to cost $94.9m in 1983-84, comprising $30.1m for acrospace factories and
$64.8m for munitions factories.

Net outlays under the heading of Government Factory Operations cover working
capital advances to the Trust Accounts under which the factories operate, repayments
of working capital and surplus to the Consolidated R ‘Fund, and other
variations to Trust Account balances. In 1983-84, outlays include the provision of
working capital for munitions production: ($1m) and for the Government Aircraft
Factory, Fishermen's Bend ($4.5m) and a rundown in the Trust Account balance of
the Fishermen's Bend factory by $2.5m.

Other major items of expenditure include the purchase or manufacture of items of
essential defence material for reserve stock holdings ($3.6m), development of

production techniques in respect of existing and proposed new projects in defence
industries (85.2m) and subsidisation of the Nomad aircraft production program which
is being wound down in 1983-84 ($13.6m).

Major revenue item estimates for 198384 are Nomad aircraft sales ($2.6m) and
sales of surplus reserve stock holdings of defence material ($3.7m).

DEFENCE SCIENCE AND TECHNOLOGY ESTABLISHMENTS (NET)

Expenditure on the Defence Science and Technology Organisation provides
resources for scientific and technical advice and support to the Defence Force,
maintains a technology base for defence and defence industry and provides for the
initial development of selected prototype military equipment, A program.of technical
co-operation is maintained with the USA, UK, Canada and N2,

The estimated outlays of $144m in 1983-84 ($138.8m in 1982-83) cover salaries,
other administrative and operating expenses, machinery, plant, stores and works
services of the establishments and laboratories of the organisation. Research is
on such projects as the Jindalee over the horizon radar, electronic warfare:
q Tuding develop of a decoy defence against anti-ship missiles (Project
Winnin) and underwater detection aids.

Tt
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DEFENCE CO-OPERATION

Australia maintains a varicty of biluteral contacts with countries in South Bast Asia
and the South. West Pacific. Relations with these. ries have been developed'as.a
practical exp: of our interest in regional security and to promote contagts. with
governments and defence forces of countries with which we share strategic interests.

The total expenditure is estimatéd to increase from $44:2m in 198283 to-an
estimated $45.8m in 1983-84..

Defence co-operation programs with Papua New-Guinea will continue in 198384
at an estimated cost of $17.1m and will include. assistance: in the. form of toan and
advisory pei 1, -equip und training and study visits in Austealin by PNG
Defence Force personnel, Projects being underfaken in PNG provide for further
Nomud aircraft and special purpose vehicles.

Co-operation programs with Indonesia are oriented t ds projects to improve its
defence support capabilities as well as to: contribute to national and economic
development. Provision is made for Indonesia to receive co-operative assistance to the
value of $10.3m. This will involve patrol boat, Sioux helicopter, survey and mapping,
communications and clectronics, Nomad. sireraft ninintenance. and riverine craft
projects as well as advisory assistance and training,

Continuing assistance is provided to Malaysia (85.6m) and Singapore ($1.5m),
These bilateral prog place emphasis on advisory assistance, training and study
visits in Austealia and joint projects.

Other projects include $10.5m for a range of biluteral activities in countries in the
South Wes{ Pacific, the Phifippines and Thailand, and $0.7m for the expansion of
training facilities and equi for tudents in Australia,

It is expected that 1181 personnel from overseas forces will visit Australia {or
courses and study visits in 198384 compared with 1141 in 1982-83.

STORAGE AND TRANSPORT SERVICES

This item provides for shipping and long term storage services provided on behalf of
the Department of Defence by the Department of Administrative Services and for
removals and storage of furniture for service personnel and civilians, and their familics,
on posting or transfer. The estimated reduction in expenditure, of $3.3m to $28.5m,
reflects a reduction in the number of service postings and a change in charging
arrangements under which the cost of some storage services will now be recovered from
users,

GENERAL ADMINISTRATIVE EXPENDITURE

General' administrative expenditure includes rent, movement expenses, office

quisites, postage and tel s, fucl, light, power and water, freight, compensation
paynients, training at other than Defence establishments, and medical and dental
services. The proposed increase of $27.5m to $416.8m. in 1983-84 reftects increased
costs in most categories of expenditure and additional expenditure for the Kangaroo
1983 exercise.
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Included in that increase is & rise.of $2.7m, from $12,6m in 1982-83 to §15.3in in
1983-84, in the provided for the engag of consultants by the Department

of Housing and Construction to design and supervise the construction of the expanded
Defence works program,

NATURAL DISASTERS, CIVIL DEFENCE AND OTHER

Expenditure on this item includes the operating costs. of the Natural D.isus(c.rs
Organisation ($1.9m), reimbursement to the State Governments for some salupcs paid
to their civil def p 1. and subsidi ds the cost of their office

Jation ($2m), C Ith assistance in the form of equipment and stores
to State and Territory Emergency Services ($1.3m), and maintenance of war graves
($2:5m).

RECOVERIES AND REPAYMENTS

The principal items provided for under this heading arc rent payments made by
service personnet for houses under the Defence Force Group Rental Scheme (§42.2m),
charges made for meals and accommodation provided at Defence establishments
($29.4m) and returns from disposals ($18.4m).

The increase of $19.3m in 1983-84 includes a proposed i in revenues under
the Defence Force Group Rental Scheme ($1.2m) und higher refunds expected from
the United States Government in respect of credits on old orders under Foreign
Military Sales arrangements ($4m).

ALLOWANCE FOR PROSPECTIVE WAGE AND SALARY INCREASES

The quired to meet prospective i in wage and safary rates of
civilian and service personnel flowing from wage adjustments during 1983-84 will
depend on the actual increases in wage and 'salary rates awarded. A bulk allowance of
$110m hasbeen included in the Budget estimates.
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2. EDUCATION

Total direct outlays on education are estimated to increase by 10.7% in 1983-84 to
842’.10,5.m, which is equivalent to 7.4% of 1983-84 Budget outlays, Assistance for edu-
cation is also given through income tax rebates for certain expenditures on. self-
education }md education of a taxpayer's children or dependants and through income
tax dct:iucnons for some gifts to educational institutions, The cost of revenue so forgone.
is not u‘lcludcd in the figures given here, but further details are given in the retevant
appendix to Statement No. 4.

Over four-fifths of the Commonweulth’s direct expenditures on education are in the
form of grants to the States and the Northern Territory. Further details are provided in
Chapters IV and V of Budget Paper No, 7, Paymients to or for the States, the Northern
Territory and Local Government Authorities 1983-84.

198882 193283 1983-84

Actual Actual.  Bstimate Change
Tentoey Sm Sm s Sm %
Universilies -
Z:::;:r) l?duful}on{(.\.\nnij»‘um.\G‘mr.u:. : lmg(‘v I090_.9 l |26:§‘ + 360 + 33
Cost Supplementation of Gramts (u) + o - - 600 + 60}) ll:l
Total oo o 1 006.9 10909 11868 + 960 + 88
:\ql\:m\ctd Education- -

‘ertinry Education Commission Grams 6094 676.6 9.0 + 224
RN 70 83 o7 T30 T
Cuost Supplementationof Grants (@)« - - 5.0 + 350 na
Totl oo 616.4 6849 T8 + 599 + 87

T:%Imi‘ml :uEn‘i Further Education--

‘ecliary Edueation Commission Grants | 1988 280 \

Furthr Edusationinthe AT+ 3 Ty S Y +

R 02 03 . . :
Caost Supplementation of Grants {a) . - - Igg “+ nfi +|n3.;:
Tol Lo 2239 258.3. 300.6 o+ 422 +164

Tertiury Education Commission .« . . kX 39 4.2

OvencasStudemt Chargs & . + .+ .+ - N3¢ wie Bie -3 S
Total Tertiney . . . v« o . . 1839.7 20190 22072 +188.2 + 9.3y

Schouls: -

chools Conwmission Grants--

OVErMENt  « .« . u v u s v e 4700 522, . 2.
NomGovernment .+ v v v o Ly 4724 Wg :;gg -T*‘:O? ‘:g;
Joimt Progrmms v . .0 . 4w 403 438 412 = "2 - 59
Cost Supplemenmation of Grants (@) .+ - - 86,6 + M:G I\.;l‘

Total v .o o e 9827 11758 §38 +1470 +125

Pre-schools in the States and Northern Teeeis

WY & v v v s v e e 330 EXR] .| - -
Sd&\\ls and Pre.schools inthe ACT~ -

OVEIMIIENt .+ . v v w s s s 95.1 14 e .
NonGovernmemt  © ¢ o v v 0o 179 43 259 :: .:\é 1 gg
School Taamspart « « « v 0 0 6 40 4 + 0¥ + 88

Total .o 1166 4.8 1480 + 62 + 44
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198182 1982.83 1983-84

Actual Actwa!  Estimale Chunge
sm Sm Sm S %
SchoolsCommission .+ « v« v 0 v o 39 50 66 + 16 +31.3
Curriculum Development Centre < o« 20 - - - -
‘Totul Schools and Pre-schools .« 11382 13857 15104 +154.7 +114
SchoottoWork Transition .« .« + My 420 250 =170 40,4
Student Asslstunce Schemes . . . . 4 2002 240,1 025 + 624 +260
Special Groups—
Aboriginals v . . 0 o o s w0 422 481 56,5 + 84 +174
Migrant Education . v v 0 0 0 0 378 388 4.3 + 55 +14,1
Soldlers'Children Edueation . . .« . 23 26 29 + 03 +11.0
Isoluted Chitdren « o v v v v 0 0 19.2 22 232 + 1o + 4
TotwlSpeciul Groups .« v . 101.5 1.7 1268 - 180 +13.6
General Administrative and Other
Expenditure—~
Administmtion < o v 0 00 s 0 10 346 S + 38 A1
Other « v v v v v v v v e s ey 1.5 1.3 2.4 + Nl +80,2
‘Towl'Administrationund Other  + 29.5 360 409 + 49 +13.7
Recoverlesnee + « v v« v v voa s 2.8Cr 25Cr 23Cr + 02 + 67
TOTAL EDUCATION . . . . . 33405 38020 42105 +408.6 +10.7
Distribution of cost ! is notfonal,

(@ t
NOTE: s, —not applicable,

Comparisons between the. estimated 1983-84 outlays on certain program
components and those of previous years are affected by changes in arrangements for
providing for program cost increases. Commonwealth Tertiacy Education Commission
and C wealth Schools C ission programs for calendar years 1982 and 1983
included prospective allo for anticipated cost increascs during the year: From 1
Junuary 1984 there will be a.return to the retrospective supplementation arrangements
which applied in 1981, For 1984, approved grants will be suppl d retrospectively’
for all. cost increases up to the end of 1983, and for further wage and salary increases
during 1984, Accordingly, the 1983-84 estimates for the Commissions’ programs in-
clude. the January-June portion of 1984 grants in estimated December 1982 prices.
(The calendar year programs are expressed in estimated December 1982 prices.) Separ-
ate allowances of $108.2m and $86.6m have been included in the 1983-84 Budget for
the tertiary education and schools programs respectively for estimated cost supplemen-
tation during the course of the year.

TERTIARY EDUCATION

Total expenditure for:the 1983-84 financial year for tertiary education is estimated.
at $2207.2m, compared with $2019m in 1982-83—an increase of 9.3%.

With the.exception of further education in the ACT and some other minor items,

the estimates under this heading relate to the prog of the C wealth Tertinry
Education Commission. Through these progi the Cc h provides full

financial support for all universities and lleges of ad d education (CAEs) and
assists the State and Northern Territory systems of technical and further education
(TAFE). '
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Details of the Commission’s calendar year 1984 program, as announced by the Min-
ister. for Education and Youth Affairs on 28:July 1983, are shown below in estimated

December 1982 prices. The 1983 program is:shown for comparison purposes in the:

sume price levels. Because payments are not spread evenly throughout the year; the
Commission’s calendar year programs cannot be related directly to-the financial year
estimates,

1933 1984
S S

Unncmuuundcl\hs-
Reeurrent . v v v v v v 4w a . 1 698.7 171340
Bauipmenl v o o v v 0 e 0.7 107
Cupital L e 474 S12
Total .0 S e 16168 18350

TAFE

Reeurrenl v v v v v v v w4 e e 1024 1049
Equipment v 106 106
Cupitul . 1. 126.5
Participation und Equity Programi(a). . . . . T 269
Towd Lo 2858 2689
Totl Tertbry(h) .« < . . o .. 2012 21043

(@) New program m 1984 for al) Stites, NT und ACT which replaces the Schvol to
Wark Transition l‘m;rm\ and the Edueution l'mbrun for Unemployed Youth
which were admi J by the D of d Youth Aluirs,
The States will have some limited fexibility to reallocate funds between TAFE
and government schools. To permit comparisons. between the two years, the
1983 program includes the TAFE part of the 1983 School 1o Work Transition
Program,

(M Includes $04m in both years for evaluative studies and $0.2m in 1983 for
cullural awareness programs,

Universities and Colleges of Advanced Education

Total Commonwealth outlays are estimated to increase in 1983-84 by 8.8% for
universities and. 8.7% for CAEs. For the Commission’s programs, the allocation for
1984 of $1835m (in estimated' December 1982 prices—that is, exclusive of cost
supplementation) represents an increase of $18.2m or 1.0% in real terms over the 1983
allocation. The increase in recurrent funds of $14.4m to $1713.1m includes $10m to
support increased participation and the more equal participation by educationally
disadvantaged.groups including those in outer metropolitan sreas inadequately served:
by existing universities and CAEs. The $121.9m allocated for capital and' equipment
programs, an increase of $3.8m, will enable commitments arising from on-going capital

projects to be met and new capital projects, minor works and.equipment purchases to
be undertaken,
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Student load in universities and CAEs is shown in the table below.
Student Load in Universities and Advanced Education{a)

(as at 30 April' of the respective year)

Advanced Change on

Universities  Education Towl previous year

‘000 ‘000 ‘000 %

1977 1409 1140 2549 +30

1978 140.7 1192 2599 +2.0

1919 139.7 1215 261.2 +0.5

1980 140.1 1222 2023 404

198) 142,6 1232 2658 +1.3

1982 1340 1258 2698 +1.5

|933(b) 146.6 1296 2762 +24

1984{c) 1500 1350 2850 +3.2
d as *equivatent fullth dents', as defined by the C Ith Tertinry Ed

(a)

{) Preliminary,
(c) Projected.
(Sou + Ci

1th Tertinry ion Commission).
Other Advanced Education

The Australian Filmand Television School was established by the Commonwealth
in 1973 to.provide a wide range of training and experience for creative workers in the
film and television industry and in education. The Budget provides $6.7m for the oper-
ational and capital.expenses of the School in 1983-84, including $0.9m for consultancy
and initial construction costs associated with the School’s permanent building to be
built in the grounds of Macquarie University in Sydney (estimated total cost $13.5m).

The National Institute of Dramatic Art (NIDA) aims to provide practical training
in the profession of live theatre, television, film and radio with courses in acting, direct~.
ing, stage management and design. In 1983-84 the Commonwealth will provide $1.tm
for the operating expenses of NIDA. In addition, an amount of $1.4m is to be provided
in 1983-84 for site clearing and initial construction costs associated with the new admin-
istrative and training complex for NIDA (estimated total cost $4.4m) to be built on the
western campus of the University of New South Wales,

Also included within this category is $0.3m. for sports-oriented courses at the
Canberra College of Advanced Education which.operate in conjunction with the Aus-
tralian Institute of Sport (sce also ‘Youth, Sport and Recreation’ under the function
Culture and Recreation),

Technical.and Further Educati

The States and the. Northern Territory are responsible. for technical and further
education, Total Commonwealth outlays for TAFE are estimated'to increase by 16.4%
in' 1983-84. Commonwealth grants constitute about one-quarter of total outiays for
such education. It is expected-that the States and the Northern Territory will at least
maintain their own total efforts in this area.

_ General recurrent grants are provided by the Commonwealth through the Tertiary
Education Commission to compensate the States and the Northern Territory for not
levying fees for courses at technical and further education institutions. These grants will
increase in 1984 by $2,5m (in estimated December 1982 prices) in response to growing
enrolments. In addition, specific recurrent grants are provided to improve the quality
and effectiveness of technical and further education.
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On'the capital side, where Commonwealth grants now make up about two-thirds of
TAFE outlays, $126.5m (in estimated December 1982 prices) will be provided in 1984,
This includes funds for the second year of the National Priority Projects Program under
which $60m is being provided over three years to meet specialised industry needs and to
give training opportunitics to young people in population centres where facilities are
lacking; outlays on this progeam will peak in 1984. For 1984, $10.6m has been allocated’
for the TAFE equipment program to assist the States in mesting the need for updated
equipment.

A new Participation and Equity Program will be established in 1984 to encourage

young, people over the compulsory school leaving age to participate in usefut and’

fulfilling education and training activitics in schools and TAFE colleges. For the TAFE
sector, $26.9m will be provided in 1984 for this new program through the Common-
wealth Tertiary Education Commission, The program will be funded on a triennial
basis, and funds for 1985 and 1986 are to be provided at the same real leve) as in 1984,

The new program subsumes the previous School to Work Trausition Program (in-
cluding the Education Program for Unemployed Youth) which has supplemented.
efforts in State and Territory government and non-government schools and TAFE in-
stitutions in. providing courses and other activities to assist young people in the tran-
sition from school to work. The Transition. Program was introduced with a five.year
(1980-84) limited term. The $25m to be appropriated for 1983:84 represents $24.4m
for the balance of funds availabie for the Transition Program for the 1983 calendar year
for schools and TAFE together with $0.6m for the January-June 1984 portion of the
national projects and evaluation activities and the ACT component of the new
program..

Further Education in the ACT

The Commonwealth fully funds further education in the ACT; there are five insti-
tutions in Canberra—the Canberra, Bruce and Woden TAFE Colleges; and the special-
ist Schools of Music and of Art,

It is estimated that total enrolments in the five further education institutions will
increase as follows: (source—Department of Education and Youth Affairs)

1982 . . . .., 21899
1983 (estimated) . . 24717
1984 (estimated) . . 27 587

These enrolments relate to fufi-time and part-time students in vocational and non-
vocational TAFE courses and some advanced education level courses,

The 1983-84 estimates provide $30m altogether for the institutions of which $28m is
for recurrent and $2m for capital expenditure compared with $25.2m and $4:9m, re-
spectively, in 1982-83. The increase in recurrent grants is largely due to salary and staft

increases while the capital decrease reflects significant non-recurring requirements in
1982-83.

Overseas Student Charge

The families of overseas students, unlike.those of Australian tertiary students, do
not contribute significantly to the cost of tertiary education through taxation, Accord-

ingly, o students attending Australian universities, or colleges of ad d edu-
cation and equivalent institutions, or undertaking certain other Commonwealth funded
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tertiary courses, are required to help defray the cost of their tuition. This contribution is
made through. payment of the overseas student charge. The amount of the charge is
reviewed annually, taking into account changes in the cost of tertiary education and
other clements of overseas student policy. From the beginning of 1984, the charge will
be increased by approximately 15% which will yield additional revenue of $3.6m in
1983-84. The charge will now range from $2150 to $2900 a year depending on the
course of study and will represent around 33% of the estimated average annual per
student cost of higher education in 1983, The Government will continue to pay the
charge for private students from Papua New Guinca and developing countries in the
South Pacificregion (about $0.6m in 1983-84 based on current policy) and for students
sponsored by the Australian Development Assistance Bureau (about $3m in'1983-84).
These funds will be appropriated through the Bureau,

Both the demand by overseas students for entry to Australian tertiary institutions
and the numbers admitted. have continued to rise, The estimated number of students
liable for the charge, excluding those whose liability is met by Australia’s aid program,
was around 8300 in 1982-83; yielding $16.2m of the total revenue of $19m. The number
is expected to rise.to about 11 300 in 1983.84 and account for $25.6m of the total rev-
enue of $29.2m in that year, the balance being attributable to Govermment sponsored
students.

SCHOOLS

Schools in the States and the Northern Territory

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

‘Total Commonwealth expenditure on schools in the States and Northern Territory
in 1983.84 is estimated at $1322.8m, an increase of 12.5% when compared with
$1175,8m in 1982-83.

Details of the 1984 calendar year prog dmini d by the C wealth
hools C ission were d by the Minister for Education and Youth Affairs
on 28 July 1983, A summary of the 1984 program as compared with the 1983 program,
in estimated December 1982 prices, is as follows:

Q

1983 1984
$'000 $'000:
Government schools—
Recurrent 419890 444 303
Cupital: . . . 143517 150517
Non-government school
R:%urrenl‘ ............. 566029 575502
Capittl  + » v v v o 51402 51402
Jointprograms . . . . o oL oo 43513 36576
TOTAL . . . ¢ o v v v o 1224351 1258 300

To permit comparisons between the years, the 1983 program includes the schools'
part of the 1983 School to Work Transition Program.
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Total grants to the States and' Territories in 1984 through Schools Commission
prog! are esti dioi by 2.8%in real terms over the 1983 grants.

As outlined under the Technical and Further Education heading, a new Partici-
pation and Equity Program will be established in 1984 to encourage young people over
the compulsory school leaving age to participate in useful and fulfilling education and

training activities in schools and TAFE colleges. For the Schools sector, $44.1m will be.

provided in 1984 for government ($39.6m) and non-government ($4.5m) schools for
this new program through the C Ith Schools C ission. The program will
be funded on a triennial basis, and funds for 1985 and 1986 will be provided at the same
real level asin 1984,

The new program subsumes the previous School to Work Transition Program (in-
cluding the Education Program for Unemployed Youth). The Transition Progeam was
introduced with a five-year (1980-1984) limited term. The $25m appropriated for.
1983-84 rep the bal of {unds available for the Transition Program for the
1983 calendar year for schools and TAFE, together with the January-June 1984
portion of the national projects and evaluation activities and the ACT component of
the new program.

$6m will atso be provided in 1984 for a new national Computer Education Program,
with $4.8m allocated for government schools and $1.2m for non-government schools,
To enable effective forward planningin a program of this nature, this program also will
be funded on a triennial basis with funds for 1985 and 1986 being provided at the same
real level asin. 1984,

In the government school sector, the capital program will be increased by $7m and,
within the total amount of funds made available for this program, $20m will be
dedicated for the upgrading of existing schools serving disadvantaged communities and
$5m for schools serving predominantly Aboriginal communities. An additional $0.2m
will be provided to government schools under the ‘Integration’ element of the Speciat
Education Program in 1984.

For non-government schools, the ‘percentage link' between. government school
standard costs and non-government school subsidy levels will be replaced with reat in-
creases in per capita grants of 0, 1 and 3% for Group 1, 2 and 3 schools respectively in
1984. This will enable the increase in grants to be allocated to those schools which are
most in need. At the same time, from 1984, grants will be reduced progressively for
those schools which have the capacity from their cash income from private sources
alone (apart from allowances for debt servicing) to operate at 95% or more of average
government school standard costs. The existing Commonwealth grant for these schools
will be reduced by 25% in 1984.

Per capita grants will be provided in 1984 for students of secondary age in non-
government special schools catering for handicapped.children at the Group 1 second-
ary rate at.an estimated additional cost of $0.6m. The ‘Integration’ element of the
Special Education program will also be increased in 1984,

Funding for the ‘new places’ program for capital grants, which was due to cease at
the end of 1983, will be continued in 1984 within the total allocation but not as a separ-
ate clement. The Government has d ignated two new e} of the capital program:
$4m for the upgrading of existing schools serving disadvantaged communities; and $2m
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for schools serving predominantly Aboriginal ities. New g for general
recurrent and capital grants for new non-government schools in 1984 have also been
announced.

The following table shows recent trends in total school enrolments in Australia.

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

Change on
Primary  Secondury Total previous year
‘000 000 ‘000 %

Government-- :
........ 15080 810.1 23181 —08
o L llliiiiiiis 14856 §138 22994 -08
1982, v v v v o e e e e e 14549 828, 22830 -07
N‘)Il;-sggvcmmcnl - 376.1 290.4 666.5: +2.5
1981 . 3860 3020 688.0 +32
1982 . 3941 3176 ma +34
A"I;?:lwls ............... 18841 11005 2984.6 =0.
98 . e boe e e 1871.6 1158 29874 +0.1
1982 A .............. 18490 11457 2994.6 +0.2

Source: Australian Bureau of Statistics . .
Note: Projections will be published by the Department of Education and Youth Affairs

Pre-Schools in the States and the Northern Territory

Under the Children’s Services Program, the Commonwealth makes a block grant to
the States and the Northern Territory as a contribution towards the costs of pre-school
education. The Government. has decided that $33.im will be provided in 1983-84 for
this purpose-—the same level of funds as was available in 1982-83.

Government Schools and Pre-schools in the ACT

Outlays for government schools and pre-schools in the ACT are estimated at
$117.6m in 1983-84, an increase of 3.8% on the 1982-83 expenditure of $1 13.4{n. Whl_lc
recurrent expenditure is estimated to rise by 5.0% to $112.5m, capital exp;ndxture w:ll‘
fall by 17.8% to $5.1m reflecting the completion of the pre-school an(% primary school
projects at Gowrie in 1982-83 and the near completion of }hc primary sch.ool at
Richardson. During 1983-84 construction will start on a new high school in Chfsholm
(at an estimated total cost of $5.4m) and a primary school at Fadden (at an estimated
totat cost of $2.6m).

Enrolments in ACT Government Schools
(as at first week of July of respective year)

Changeon.

Primary  Sccondury Total previous year

000 000 000 %é

......... 2438 145 39.3 =0.
oL 245 147 12 -02
1982 L 0o 28 152 390 ~04

Source: Australian Bureau of Statistics
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Commonwealth Schools Commission recurrent funds, for a range of programs in.

government and non-government schools in the ACT, have. been increased from
$1.55m in 1982-83 to an estimated $1.59m in 1983-84, The Commission will be recom-
mending grants to the ACT in 1983-84 under the Participation and Equity Program and
the Computer Education Program when it reports in September 1983,

Non-Government Schools in the ACT

The Commonwealth provides per capita grants to non-government schools in the
ACT on the same basis as those paid through the Cc alth Schools C issi
to schools in the States, as well as grants similar to those paid by State Governments to
non-government schools in the States. These grants are the major component of recur-
rent assistance and are estimated at $22.1m in 1983-84, compared with $20.4m in
1982-83. The increase is a reflection of the change to subsidy rates, detailed under
*Schools in the States and the Northern Territory’, and takes account of a change in the
timing of disbursements which had the effect of increasing payments in 1982-83.

Capital grants are provided to-non.government schools inthe ACT under arrange-
ments similar to the Commonwealth Schools Commission’s program of ‘capital assist-
ance for non-government schools in the States. The C Ith will continue to
contribute funds for the construction of Radford College amounting to $0.5m in
1983-84 along with funds fora number of other continuing and new projects. Assist-
ance is also continuing for building works approved under the former Capital Aid
Scheme, whereby the Commonwealth undertock to reimburse, over 10 years, capital
payments and a portion of the interest charges on loans taken out by non-government
school authorities in the ACT. While no new approvals have been granted since 1975
when the scheme was superseded by the capital grants scheme, capital reimbursments
in 1983 in respect of past approvals will amount to-$1.5m. For1983-84, total capital as-

i including the final instal of the Commonwealth Schools Commission’s
‘new places’ program in the ACT, is estimated at $2.4m.

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

Changeon

Primary  Secondary Total previous year

000 ‘000 ‘000 %

1980 . .o oL 9.4 70 164 +5.1
1980 . .00 0oL e e 9.8 73 71 +44
1982 . v L L s 0.1 7.7 178 +4.1

Source: Australian Bureau of Statistics.

School Transport in the ACT

The cost of subsidising bus services for children travelling to and from schools is
estimated at $4.4m in 1983-84, an increase of $0.4m on 1982-83. This figure reflects
significant increases in fuel, salary and other operating costs as well as increases in route.
distances and the number of schools to be served.

90

Curriculum Development Programs.

The Curriculum Development Centre as a statutory body, in consultation with
other Federal and State education authorities, produced and marketed: teaching
materials for use in. Australian schools as well as advising on curriculum and materials
development.

The Centre was to be abolished by the previous Government. No funds. were
provided for the Centre in 1982-83; pending abolition it operated at a substantially
reduced level, publishing and reprinting previously approved projects, funded from
tevenue. from previous sales. A small curriculum unit, established within the
Department of Education and Youth Affairs, was concerned with projects of national
significance for which $0.3m was appropriated in 1982-83.

The Government has decided to increase resources for curriculum development and
to re-activate the Curricutum Development Centre. The Centre is to be re-established
within the Schools Cominission; this will require legislative changes.

For 1983-84, $1.4m is to be appropriated for administration and project costs
associated with the re-activation. of the work of the Centre; these funds are being
provided through the Department of Education and Youth Affairs pending the
necessary legislative changes.

SCHOOL TO WORK TRANSITION PROGRAM INCLUDING EDUCATION PROGRAM
FOR UNEMPLOYED YOUTH

The Transition Program' has supplemented efforts: in State and Territory
government and non-government schools-and TAFE institutions in providing courses
and other activities to assist young persons in the transition from school.to work. The
Education Program for Unemployed Youth (EPUY) specifically assisted unemployed
youth (15-24 years) to gain skills aimed at enhancing employment opportunities.

From January 1984, the Transition Program and EPUY will be integrated into a
new Participation and. Equity Program. (sece Technical and Further Education
heading).

STUDENT ASSISTANCE

The main schemes of community-wide student assistance are the Secondary
Allowances Scheme (SAS), the Tertiary Education Assistance Scheme (TEAS), the
Adult Secondary Education Assistance Scheme: (ASEAS), and Postgraduate Awards
(PGA): These provide support for families of children who are.in the final two years of
schooling, (SAS), for adults studying full-time at matriculation level or the equivalent
(ASEAS), for full-time students.undertaking TAFE courses (TEAS), and for full-time
undergraduate and postgraduate students at universities and colleges of advanced
education (TEAS and PGA). The postgraduate awards are free of income test but are
not available if a certain level of income is received from other awards; they are taxable
and are awarded on the basis of academic merit. The other schemes are open to all, are
subject to income tests, are subject to academic admission requi and are free of
tax,

From the beginning of 1984, alt levels in all schemes will be increased as
follows: SAS by 20%, TEAS by 5%, and PGA and ASEAS by 7%.
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. Under SAS, TEAS, and ASEAS the maxi| |1l is reduced where family

income (anf!‘-for TEAS and ASEAS, student income) exceeds certain levels in‘a'year.

:‘ht:I ;asr:lly income level for receipt of the maximum allowance will be increased by 6%
or 1984,

Income test levels and maximum rates of living allowancé applicable in both, 1983

and 1984, and numbers of students expected to receive assi inthese two years, are
as follows:
Maximum entitlement Number of students
Scheme and main benefit 1983 1984 1983 ‘ 1984
$ayear Sayea
Tertiary education nssistunce-— y year
L‘ i e e 2010 2110
Livingaway fromhome ., . . , ., ., ., , ., 3100 3255} 94 500+ 95000
Independenistudents . . ., L L, L, 3100 3255)
Adult secondury education assistance—
Livingathome . . . . . ., ., ., ., .. 1860 1990)
Livingaway fromhome . . . ., . , , . ., 2867 3068} 2700 2700
Independent students . . . 2867 3068}
Secondary #lowances 87 1,046 53000 58000
Posigraduate awards . 6850 7330 21 2286
Marginul adjusted family income for use in income
test:
SAS, TEASundASEAS . . . ., , . ., 12248 12983

Other fm:n}s of assis.tance‘ for students are. available to. certain special groups,
namely Aborfgmals, sqldlers“children and isolated children; these-are dealt with in the
separate section ‘Special Groups' but certain information on them is included in the
table below..

Taken together, all forms of assistance for students (including those for special

groups) are estimated to require. $370.2m in 1983:84, ari increase of $69.7m (23.2%)
over 1982-83,
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Details of estimated expenditure according to scheme and the main institutions of
study are shown in the following summary table:  ~

1982-83 1983-84 Change
$m sm - $m
Student agsistunce schemes-
Tertinry education ussistonce--
Upiversities . . . . . . . . . . e e e 758 904 +14.6
Advancededucation . . . . . . o 0 . o a0 e 758 90.5 +14.6
Technical and further educatio D T 391 46.7 + 15
Total e e e e e e e e e e e e e e . 190.7 2215 +368
Postgraduate awards-—
Universities .+« v v v v o 0 0 0 e e e e e e s 123 16, + 38
Advanced education C e e e e e 03 03 -
Total N 126 164 + 38
Othertestiary ., . . . . + . . . 1.6 23 + 07
Adult secondary education ssistance . 54 69 + 1.5
Secondary allowances . . 298 49.3 +19,5
Total studenyassistanceschemes . . . .« 4 . 2403 3025 +624
Assistance provided under programs for special groups--
Aboriginals—
Secondarygrants . . . 0 4 . e e e w0 s 21.6 255 + 39
Studygramts . . . . . . . . R 140 162 - A4 22
Soldiess’children. . « . . . .. . e e e o o 26 29 + 03
Assistunce for isolated children e e e e e e 222 232 + 1.0
Totul special groups C e e e e PP 60.4 678 + .74
Totalussistanceforstudents . v v o o v 0 0 b . s 300.5 370.2 +69.7

SPECIAL GROUPS

The Budget estimates include $126.8m towards the education of special groups in
1983.84, an increase of $15.1m (13.6%) over 1982-83,

Aboriginals

The Aboriginal Secondary Grants and Aboriginal Study Grants (Abstudy) schemes
provide living allowances and other forms of benefits, free of income. test, to Aborigi-
nals attending approved dary schools or classes or undertaking approved full-time
or part-time. courses of education and training at universities, CAEs, TAFE colleges
and other institutions. Living and boarding allowances under these schemes in 1984 will
be increased by 7%. These schemes constitute the bulk of the Commonwealth edu-
cational assistance available to Aboriginals.and account for $41.7m of the total pro-
vision compared with $35.6m in' 1982-83. The increase of 17.1% reflects a greater
number of Aboriginals participating in the schemes and the new allowance levels.

From. 1984 a quota of special awards will be provided to promote the training of
Aboriginal teachers for employment in Australian schools. In 1984, 100 awards will be
available to teacher trainees 25 years.of age or over; the further intakes for 1985 and
subsequent years will be determined on the basis of initial experience with the scheme,
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The awards will provide a basic living allowance of $150 a. week plus other normal
Abstudy entitlements, An additional $0.2m is included within the appropriation for the
Abstudy scheme.

In addition, $14.3m will be available as grants-in-aid and.grants to the States and
Northern Territory through the Department of Aboriginal Affairs for the implemen-
tation of programs that address the special educational disadvantages of Aboriginals.

Migrant Education

This heading mainly relates to the Adult Migrant Education. Program,. a. wholly
Commonwealth funded program with actual delivery being almost entirely through the
State Adult Migrant Education Services (AMESY). The program provides initial settle~
ment orientation and ‘on-arrival’ and ‘on-going’ English- language training courses for
adult migrants and refugees. Expenditure: covers the salaries of English language
teachers, bilingual information instructors, the-activitics of the Home Tutor Scheme,
costs associated with. courses-in-industry and the payment of income-tested living al-
1 for adults ding full-time (and part-time ‘on arrival’) courses,

Additional funds of $1.7m.will be provided in 1983-84 for an increased number of
permanent teacher positions within the various State and Territory AMES ($0.8m),
the establishment of a new National Materials and Syllabus Development Unit
($0.1m) and improved access for migeants to English language training ($0.8m).

The provision for adult migrant education in 1983-84 is $42m compared with
$36.8m in 1982-83. The increased provision reflects also the full-year effect of the de-
cision in. 1982 to extend the living allowances to-cover. students attending ‘on arrival’
courses on a part-time basis.

Soldiers" Children Education Scheme

Under the Soldiers’ Children Education Scheme, assi: is provided by way of
living allowances and other benefits for the schooling, tertiary education and training of
children of veterans who dicd as a result of war service or are either blind or totally and
permanently incapacitated.. Benefits are generally free. of income test although a
student’s own earnings may be taken into account. Allowances for primary and second-
ary students under the scheme are to be increased by about 11% from January 1984..
The number of beneficiaries is estimated to increase from 2384 at 30 June 1983 to 2500
at 30 June 1984,

Assistance for Isolated Children.

This scheme assists families whose homes are remote from normal daily' access to
government schools. It provides basic allowances. free of income test for cligible.
students who are boarding away from home, studying by correspondence or living in a
second family home close to school facilities: An income tested allowance is also pro-
vided to meet the additional costs of boarding away from home. The scheme also covers
children regarded as isolated for reasons of medical'and social disability.

The level of family income above which the additional boarding allowance is
reduced will be raised to $10 812 in 1984, This allowance is subject to-actual costs in-
curred and a sibling concession applies. Allowances under the scheme will be increased
by 7% from the beginning of 1984.
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It is estimated that the scheme will cost $22.2m in 1983-84 (compared to S?Q.Sm m
1982-83), Asiistance will. be provided in. respect of an estimated 20500 children in
1984, .

‘In addition, assistance will be- continued under-a thrée-year (1982-84) program
which lends. educational video facilitics to students-in isolated areas without regular
television services to increase.their educational opportunities, and-assists Stateg in the
development of related audio-visual programs. The total cost of the program is $4m;
$1.1mis provided for 1983-84.

GENERAL ADMINISTRATIVE AND OTHER EXPENDITURE

General administrative and other. expenditure of the Department of Education and.
Youth Affairsis estimated to increase by $4.9m or 13.7% to $40.9min 1983-84. Of this
increase, $2.3m is attributable to salary and staff increases and $1.9m relates to the re-
development of computer facilities in the Department.

The Commonwealth will again provide $0.1m in 1983-84 for the educational use of
the domestic satellite in 1985, The States and the Northern Territory are contributing
ona$! for $1 basis towards this project.
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3. HEALTH

C Ith outlays ded under this function are estimated at $4295.3m in
1983-84, an increase of $869.8m or 25.4% on 1982-83,

An additional-amount of $1184.8m is provided to the States and the Northern Ter-
ritory in the form of gencral revcnue grants in lieu of previous specific purpose pay-
ments for health, following introduced in 1981-82..(See
the function. ‘Payments to or for thc States, Nonhem Territory and Local Government
Authorities nec’ for details,)

Commonwealth assistance for health care is also available through the-taxation
system:

® a tax rebate at the standard rate of taxation, separate from the existing conces-

sional rebate arrangements, was introduced from 1 July 1981 against the cost of

basic hospital and/or medical i with registered health: funds. As an-
nounced earlier this year in the May Economic Statement, the Government has
decided that to help fi the Medi ar ‘this rebate is to be

abolished in respect of contributions for basic health insurance coverage after 30:
June 1983. Premiums paid in 1982-83 will, however, attract a.rebate in assess-
ments. for the 1982.83 income year, This is estimated to cost of the order of
$500m in 1983-84 (sce Statement No. 4); and'

net expenditure in respect of doctors, hospitals, chemists, dentists, opticians and
optometrists is, in certain circumstances, allowable for income tax rebate pur-
poses; gifts of $2 or more to eligible organisations (¢.g: medical research organis-
ations) are tax deductible; and a wide range of health related goods are exempt
from sales tax.

The figures in this section do not include the revenue forgone because of these:
measures, Estimates of the cost of relevant taxation expenditures are given in the rel-
evant Appendix to Statement No. 4.

The introduction of Medicare is the main new factor affecting expenditure for
health in 1983-84. The additional.costs (included in the above total) of the Medicare

program to be implemented from 1 February 1984 are estimated at about $600m in
1983-84:and $1790m in a full year,

1981-82 198283  1983-84

Actual Actual  Estimate Change
$m sm $m $m %
Medical Services and Benefits—
MedicalBenefits . . . . . . . . . 28 9168 13660 +449.2 + 490
Diagnostic Services [ . 258 298 33.1 + 33 + 112
Veteransand Dependants . . . . . . 103.0 nr2 1276 + 103 + 88
Total . . . v v w0 .. 901.7 10638 1526.7 +462.9 + 435

Hospitg] Services and Benefits—

Hospital Payments e 2577 306.8 211 +114,3 + 373

Hoepital Benefits Reinsurancs. . . . . . 10LI 293 00 ~718 —800

Other Hospital Benefits . . . . . ., . 0.1 .. . . o

Vetcransand Dependants . . . . . 231.8 244 302.7 + 283 + 103

Launceston General Hospital .. . . . 24 14 1.0 - 03 — 254
Toa! . . ...

e e e 5932 6824 7448 + 624 + 9l
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1981-82  1982-83  1983-84

Actual Actual  Estimate Change
$m sm sm sm %
Health Program Grants . . . PR 58 55 6.7 + + 204
Pharmaceutical Sesvicesand Beneﬁu—
Pharmaceutical Benefits—

Gen:rllI J 1509 $46.5 1350 -~ 15— 78
Concessional . . . v . o « .. . - 111 43.0 + 319 +2874

Pensioners . . . o0 0 o o 2399 2927 2970 + 243+

Administration . . . . . . . 132 147 151 + 04 + 26
Veteransand Dependants . . . . . . 549 61.0 61.8 + 08 + 1.2

Total . ..o e e e 4589 506.0° 5519  +459 o+ 91

Nursing' Home and Domiciliary Care Services
d Benefits—
N:r’;in;&:me&neﬁu‘ G e e e e 407.3' 5119 614.0 41021 + 199
Nuriing Home Assistance . . . . . . 164.1; 221 250.6 + 285 + 128
Domiciliary Nursing Care Benefits . . . 21.2 24 257 + 23 + 100
NumngCare(orVelerannndDepcndanu 43,1 58,1 64,1 + 59 + 102
Honic NursingService: . . . . . . 16,5 199 232 + 33 + 16.5
Total . . oo e e e 657.2 8354 9775 +1421 + 170
i + 312
Community Health Facilitiesand Sesvices . . 7.9 9l 119 + 28
Treatmentof Tuberculosis . . . . . . . 09 1w+ o.‘lS -_-l'-' 662
HealthServicesinthe ACTymec .+ . . 838 86.7 923 + 5 TS
Health Services for Aboriginals . . 216 238 271 + 33
Other Health Services—
Me:diulkmdrchﬁranu e e 256 296 380 + 84 + 283
Walter and Eliza Hall Institute e e 16 32 83 + 50 +157.1
Health Insurance Commission—

Repayment of Capital Advance I — 100Cr - 100 + n.a7.
Commonwealth Serum Laboratories . . . 73 63 6.6 + 02 ¥ 2371
Commonwealth Instituteof Health . . . 48 60 + 13 iy
Aidsand Appliances . . e e e 153 207 253+ 46 ¥ fgo
BloodTnmfuslonServ;m;ndProdnzté . 16.2 200 226 + 26 £

1t ts Travel and Accommodation
|WXI“?S.P"I;CI\ .“Ye. Ve e e e 63 92, 126 + 34 + 370
Drug Education Campalgns . . . . iN 1.7 19 + 02 + 93
QuarantineServices  , . o o« . v 301 343 413 + 70+ 20
National Health Promotion Program .« 0.1 - 0.5 i g.s + ;236
Nntlonn!DimmConlrolProgmm e 0.2 02 g? M 0:11 726
Oeratonal Healinprogam - o0 1 180 22 85+ 23+ 108
Total . e e e e e e s 1272 1512 1774 + 259 + 165
inistrative Expenditure . . 519 674 185.1 +117.8. +1749
g:::;:;:’dmmumuve xpen I.u. e 38Cr 68Cr 69Cr — 01 - 2r
TOTALHEALTH . , . . . . . 29124 34254 42953 +869.8 + 254

NOTE:. n.a.—not applicable.

PENSIONER HEALTH BENEFICIARIES AND HEALTH CARE CARD HOLDERS

Eligibility for Pensioner Health Benefits (PHB) and Health Benefits (HB) Cards.
Eligible pensioners including supporting parent b fi

P

ies, sickness b iaries,
rehabilitation all and their depend; may receive the following Commonwealth
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‘health’ concessions- without charge (in addition to certain. postal, transport and tele-
phone concessions) as holders of PHB and HB cards:

® schedule medical benefits;
® schedule optometrical benefits;

o public hospital accommodation and services as'a public patient and outpatient
treatment;

® hearing aids and batteries (provided by the National Acoustic Lat ies); and’
o pharmaceutical benefits,

These jons will also be ded to recipients of the spouse carer’s pension
which is to be introduced from 1. D ber 1983, Eligibility for these Commonwealth
fringe benefits is currently restricted to those whose income, apart from pension or
benefit, is less than $54 a week in the case of a single person, or $90 a week combined in-
come in.the case of a married pensioner or beneficiary couple. The income limits are
higher for single sheltered employment ailowees or where there are dependent children.
Since February 1983 these higher limits for single sheltered employment allowees have
been extended to invalid pensioners undertaking training in Activity: Therapy Centres
and Adult Training Centres which have been approved under the terms of the Handi-
capped Persons Assistance Act, Additional income of:$20 a week is also allowable for
cach child under. 16 or dependent full-time student aged 16-24 years,

The Government has decided, at the same time as social security pensions-and
benefits are increased, to index these basic income limits (except,.until such time asit is
absorbed, in respect of the limit applying for single p in receipt of sheltered em-
ployment allowance and single invalid pensioners undertaking approved activity ther-
apy and training programs), This means that from the first pension payday in
November 1983, the limit on non-pension i for single pensi will be $57 a
week and for married pensioner couples $94 a week. In the case of recipients of shel-
tered employment allowances, the limit for a single recipient will remain at $68 a week
but the married limit will increase to $94 a week. The basic limits will be increased
again in May 1984. The cost in terms of health outlays of extending these limits is
estimated at $0.7m in 1983-84 and $1,7min a full year.

The disability pensi ived by a service pensioner is excluded from the PHB in-
come tests, Sickness beneficiaries and their dependants also are entitled to Common-
wealth pensioner fringe benefits without the requirement to satisfyan income test other
than the test for receipt of the benefit itself,

On the: introduction of Medicare in February 1984 the holders of PHB and HB
cards, and their dependants, will' still receive schedul dical. and optometrical
benefits (if the practitioner bulk-bills) and public hospital services without charge but
their eligibility for cards will not, per se, qualify them for these benefits (See.‘Medical
and Hospital Services and Benefits’ sections below). Eligibility for these. cards, how-
ever, will still qualify card holders and their dependants for free ph tical
benefits, hearing aids and batteries.

The estimated number of holders of PHB and HB cards and their dependants at 30
June 1983 was about 2.5 million,
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Eligibility for Health Care Cards'
The following groups in special need are eligible for Health Care cards:

o for the first six months of residence, migrants and refugees, regardiess of their in-
come, who have been authorised to remain indefinitely in Australia;

o unemployed school leavers for the period that family allowance is payable in re-
spect of them;

o people whose average weekly income for the four weeks prior to applying for the
card is below the following levels: _

- married couples, $193 a weck ($199 a week from November 1983). These in-
come levels rise by $20 for each child ($24 a week from November 1983);

- gingle parents with one child, §213 a week (5223 a week from November
1983), Thesc income levels rise by $20 for each additional child ($24 a week
from November 1983); and

- single people without children, $116 a week ($119 a week from November
1983)

(NOTE: the above levels of average weekly income will also be increased by a

further'$10 in March 1984, as a' of ch to the ployment

benefit income test, and again in May 1984 to reflect indexation increases to the
married rate of unemployment benefit); and

o unemployment and special beneficiaries subject to thesame income test as for the
Pensioner Health Benefits card, currently $54 a week for single people and $90a
week for married couples, rising from N ber 1983 to $57 and $94 a week re-
spectively. If these limits arc exceeded, unemployment and special beneficiaries
may nevertheless qualify as low income carners subject to the limits on average
weekly income listed above.

A Health Care card is issued for 12 months, without income test, to people who
have accepted employment and lost cligibitity for an invalid pension, §heltered employ-
ment allowance or in the case of former invalid pensioners, rehabilitation allowance.

Holders of Health Care catds and their dependants at present are entitled to the fol--
lowing ‘health’ benefits:
o schedule medical benefits;
o schedule optometrical benefits;
o free public hospital accommodation and treatment iri shared rooms and free
outpatient treatment; and
o pharmaceutical benefitsat the concessional rate of $2 per prescriptionitem.

On the introduction of Medicare in February 1984 the holders of Health C_are
cards, and their dependants, may still receive schedul dical and. opt -u:al
benefits and public hospital services. without charge but their eligibility for ca‘rds will
not, per s¢, qualify them for these benefits, (See “Medical and Hospital. Services and
Benefits” sections below.) Eligibility for these cards, however, will still qualify card
holders and their dependants for pharmaceutical benefits at the concessional rate,

99



MEDICAL SERVICES. AND' BENEFITS
Medical Benefits
Until the introduction of Medicare on 1 February 1984 the Commonwealth will
contribute towards the costs of medical and optometrical services; as follows:
¢ forholders of PHB, HB and Health Care cards (and their dependants):

~ 85% of the schedule fee for each service where the service is bulk-billed on the
Commonwealth; and

~ 85% of schedule fees, subject to the gap between the benefit and schedule fee
for a service not exceeding $5, where the patient is billed and claims througha
registered medical benefits organisation; and

for the rest of the populauon. 30% of the schedule fee for each service provided
the person is d by basic medical. “with.a regit d health fund.
(Until 1 February 1984 Commonwealth medical benefits will not be available to

persons who do not have basic medical cover with a registered health insurance
fund.)

Unul 1 February 1984, Commonwcalth medical benefits for scrvices rendered to
i . i sickness beneficiaries, and Health Care card holders and their de-
pendants where the practitioner elects to bulk-bill, will be paid directly by the Com-
monwealth under the bulk-billing arrangements; for others who are insured for medical

semm (and for the bal. of eligible pensi Health Care card holders and their
dants), registered medical benefits organisations will act as agents for the Com-
hand pay C Ith medical benefits.
Medicare

Under Medicare, to be introduced on 1 February 1984:

¢ the Commonwealth will contribute to the cost of medical services on the basis of
85% of the schedule fee, subject to the gap between the benefit and schedule fes
not exceeding $10;.

it will no longer be necessary to hold basic medical insurance cover to be eligible
for Commonwealth medical benefits;

private orgamsauons will not be permitted to provide any form of medical in-

cover, including ‘gap’ i covenng the difference between 85% and

100% of the schedule fee (except for medical insurance included ina health in-
surance package available to short-term visitors to Australia, and workers’ com-
pensation, motor vehicle third party and sickness.and related i insurance, which
may meet the cost of certain medical services);

the Health Insurance Commission will administer Cc wealth medical and
optometrical benefits in respect of all services rendered after 1 February 1984;
medical practitioners will be able to bulk-bill in respect of medical servicesto any
patient in full settlement of the charge for the service; and

no charges will be made for Commonwealth Medical Officer consultations or for
the services provided by Commonwealth pathology laboratories,

*
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Outlays on Commonwealth medical benefits are estimated to increase by $449m in
1983-84 to $1366m. The increase includes provision for:

@ $47m for the balance of the i in schedule fees.from 1 November 1982 fol-
lowmg the 1982 Enquiry on Medical Fees for medical benefit purposes, and the
inop jcal {tation fees from the same date;
o the elimination of a backlog of claims that accumulated in the latter part of
1982-83 ($18m);
® general growth in the utilisation of services and variations in coverage ($94m);
and’

® thepart year cost of the introduction of Medicare ($290m).

Diagnostic Services

This item relates to-the running of health laboratories operated by the Common-
wealth. These include Department of Health pathology laboratories, which provide
services to hospitals and medical practitioners, the National Acoustic Laboratories, the
National Biological and Dental Standards Laboratories and the Australian Radiation
Laboratory. The Government has decided to recommence construction. of a new
National Biological and Dental Standards Lab y building (see ‘General Adminis-
trative Expenditure’ below).

In the context of the Review of Commonwealth Functions, the possibility of trans-
ferring the pathology laboratories to the States was taken up with State Governments.
The laboratory at Kalgoorlie was transferred to the Western Australian Govcm{ngnt
from 1 July 1982, $13.6m is provided in 1983-84 for the operation of the remaining
laboratories,

Treatment and Allowances for Veterans and Dependants

The Commonwealth meets the costs for eligible veterans and their dependants of
pecialist, local medical officer, p dical and dental services, the provision and
maintenance of surgical aids, and travelling expenses incurred in obtaining medical
treatment. The estimated increase of $10.3m refl d fees for professional
services, increased travelling costs and increased demand arising from demographic
factors, as well as the full year effect of decisions taken in the 1982-83 Budget affecting
the number of veterans eligible to receive free treatment.

HOSPITAL SERVICES AND' BENEFITS
Hospital Benefits.

Until 1 February 1984 only holders of PHB, HB or Health Care cards (sec Pen-
sioner Health, Beneficiaries and Health Care card holders above) will be. entitled to
receive free shared ward accommodation or outpatient treatment at public hospitals.
Others.will continue either to have to bear the cost of their bills or take out basic hospi-
tal insurance cover.

Those xequmng ‘doctor of choice’ in shared ward accommodation: or private ward

in public hospitals, or treatment in private hospitals, will also continue
to have to either bear the additional cost or take out the appropriate level of hospital in-
surance cover,
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Medicare

From 1 February 1984 all Australian residents will be entitled to free shared ward
accommeodation or outpatient treatment at public hospitals. As under the current
arrangements, those requiring ‘doctor of choice’ or private ward:accommodation in a
public hospital, or treatment in a private hospital, will have to bear the additional cost
or take out appropriate hospital i cover. Additional Commonwealth assistafice

will, however, be provided to help reduce the fees charged for private accommodation

inpublic hospitals and those by private hospitals (sec ‘Public Hospital Payments’ and
‘Private Hospitals’ below).

Public Hospital Payments

) Ur!dcr fi ial arrang that d on 1 July 1981, New South Wales,
Victoria, Queensland, Western Australia and the Northern Territory receive, under the
States (Tax Sharing and Health Grants} Act 1981, general purpose financial assist-
ance identified for health purposes in lieu of specific purpose assistance previously pro-
vided by the Commonwealth for public hospital operating costs, the community health
program an'd‘the school dental scheme. South Australia and Tasmania receive general
purpose assistance payments in respect of the community health program and school
dental scheme only, Details of these arrangements are provided under the function—
;!’aymem.s to or for the States, the Northern Territory and Local Government Authori-

fes nec’,

Until 1 February 1984 South Australia and Tasmania will continue to receive from
the Commonwealth specific purpose assistance to meet half the approved net operating
costs of those State public hospitals recognised for cost sharing purposes under agree-
ments drawn up under the Health Insurance Act 1973, The agreements between the
f;sn;monwealth and South Australia and. Tasmania were due to expire on 30 June

Medicare Grants

Undﬁr the Medicare program, from 1. February 1984 all States (including South
APstralw and Tasmania), the Northern Territory and the Australian Capital Territory
will .be compensated by Medicare grants outside the identified health grant and tax
shanpg arrang (see the function *Payments to or for the States, the Northern
Tertitory and Local Government Authorities nec’ below) for:

® revenue Ios§es and additional medical costs directly attributable to the provision

of free public hospital accommodation and treatment (see above); and
» g reduction to $80 per day in the fee for those who seek ‘doctor of choice’ or pri-

vate ward dation in public hospitals (see above).
As part of the Medicare arrangements, South Australia and Tasmania have agreed
to terminate their hospital cost sharing agr with the C Ith from

1 February 1984; they will be funded thereafter on the same basis as other States,
Commonwealth hospital payments to both States in 1983-84 will, therefore, comprise:

¢ specific purpose assistance (hospital cost sharing agreements) for the period
1 July 1983 to 31 January 1984; ’

o from1 }f‘cbruary 1984, an additional' component to their existing identificd health
grants (in respect of the community health program and school dental scheme)
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equal to the amount of grants they would otherwise have received-had their cost
sharing agreements continued; and.

o from 1 February 1984 additional Medicare grants as outlined above.

The Medicare .grants to- the States and Northern Territory also include an
additional community health component to restore the level of Community Health
Grants to 1975-76 levels in real terms ($7.3m).

Under the Medicare. arrangements, Queensland will receive an additional special
public. hospital payment of $15m to- ensure a more equitable distribution of net
Medicare outlays as between all the States and the Northern Territory.

Payments authorised under the Health Insurance Act 1 973 for hospitals in 1983-84
are estimated toincrease by $118.3m to $425,1m, and comprise:

o half the estimated net operating costs of ‘recognised” hospitals in South Australia

and Tasmania for the period 1 July 1983 to 31 January 1984—$113m;

e the final payment for State entitlements in respect of 1980-81 cost

sharing—$6.8m;

o the payment to the States and Territories of Medicare grants—$205.4m; and

o payments to private hospitals in respect of the bed day subsidy

arrangements—S$100m (see ‘Private Hospitals’ below).

Private Hospitals

Under the Health Insurance Act 1973 the Commonwealth will continue to make
payments until 31 January 19840f$16a day for each occupied bed in approved private
hospitals and a higher bed day subsidy of $28 per day for patients receiving a prescribed
surgical procedure. In 1982-83 this amounted to an average subsidy of $19.45 per day.
The Government has decided that from 1 February 1984, as part of the Medicare ar-
rangements, the subsidy will be increased upto a level of $30 a day on average and that
private hospitals will be classified and paid on the basis of the level of facilities and ser-
vices they provide. As a result overall expenditure on the subsidy is expected to increase
from $86.5m in 1982-83 to $100m in 1983-84.

Hospital Benefits Reinsurance Trust Fund

Under the provisions of the National Health Act 1953, the Commonwealth subsi-
dises health insurance funds by making a contribution towards deficits that arise inrein-

surance quired to be mai by registered: health i organis-
ations. The deficits arise. from paying benefits to long-term hospitalised members. As
din the May E ic St t, the C wealth’s contribution to the

Fund will be.reduced from $100m in 1982-83 to $20m in 198384, The reduction in the
Commonwealth contribution will help finance Medicare which will be assuming the
cost of all long-term pubiic hospital patients in shared ward accommodation who are
not privately insured (see ‘Hospital Services and Benefits’ above)..

Veterans and Dependants

Repatriation hospitals and clinics are maintained in each State for the treatment of
eligible veterans and their dependants; toa limited extent non-repatriation patients are
also treated in repatriation hospitals and use is made, where appropriate, of private and
State public hospitals for repatriation patients. A total of $302.7m is to be provided for
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this purpose in 1983-84—an increase of $28.3m on the 1982-83 provision. This increase

reflects higher wages and salarics and operational costs' ($9.2m) associated  with-the.

runnir!g ?f regmn:iat?on inuitu}ions, the establishment of geriatric assessment units in
Tepatriation itals ($1m), ed charges and usage in non-departmentaliinsti-
tutions ($5.3m), thie construction of rept t medical and surgical facilities ($8m),
mcreased‘{epaim and maintenance of facilities ($3:5m) and further expenditurc on
treatment in State mental hospitals of eligible and their dependants ($0.8m).
Launceston General Hospital

The Commonwealth is meeting 50% of the approved. cost of stage one of the.
rcdcvclqpmem of the Launceston General Hospital, The C alth’s share of the
total estimated cost is now $22.4m. Payments in 1983-84are estimated to be S1m.

HEALTH PROGRAM: GRANTS

Health Ptogram Grants, authorised under the Health InSI;rance Act 1973, are pay-

flble to eligible organisations to meet the cost, or such proportion of the cost as the Min-

ister for. Hca}th may determine, of approved health services provided outside of hospi-

tals by staff employed on-a salaried or sessionat basis. Eligible. organisations. impose

charges for services where appropriate. .
Included in the estimate of $6.7m for 1983-84 are:

 $2m for the payment of salaries and iated staff'costs involved in the clinical
acuv.lties of Aboriginal Medical Services; administrative and other expenses are
provided for by grants-in-aid from the Department of Aboriginal Affairs (see also
‘Health Services for Aboriginals’ below); and

® $4m. f9r payment to State family planning-associations and other organisations
for estimated deficits in respect of clinical activities.

PHARMACEUTICAL SERVICES AND BENEFITS

Phar ical Benefits—General, C tonal and Pensi
Except for a flat contribution per prescription item, payable by
Y persons other than
PHB and HB card holders and their depend the(" ith meets the costof

a wide range o{ drugs supplied on doctors’ and dentists’ prescriptions. These card
holders and.thexr dependants are eligible to receive, free of charge, all drugs on the
Pharmaceutical Benefits Scheme (PBS) list.

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

*a ﬂgt charge‘of $2 per prescription item for. Health Care card'holders and those
Social Security pensioners and' Veterans’ Affairs service pensioners who do not
hold a PHBcard, and for their dependants; and'

® aflat charge of $4 per prescription item for thé general public,

_Total outlays on pharmaceutical benefits (g 1 ionaland pensi ) are
fmlmated to increase by $44.7m in. 1983-84 to $475m.. The main components of the
increase are as follows:

¢ an estimated increase ($28.3m) due to an increase in the volume of prescriptions
dispensed and variations in the mix of benefit items prescribed;
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o the full year effect ($13m) of the.across-the-board increase in drug prices from
' November 1982 (3% on the price to chemists plus 9 cents per benefit item); and

® a net increase ($3.4m) resulting from.a full year effect of the increase in the
general contribution rate and the introduction of the concessional contribution
rate, both of which applied from 1 January 1983,

Pharmaceutical Benefits—Veterans and Dependants

‘The Commonwealth meets the full costs of drugs and medicinal preparations sup-
plied on doctors’ and dentists’ prescriptions for eligible and their depend:
The small increase of $0.8m to $61.8m in 1983-84 reflects an estimatéd increase in de-
mand for pharmaceutical benefits due to demographic factors and extended eligibility
and the full year effect of the increase in drug prices from 1 November 1983 ($2.6m),
offset by a lower average price of pharmaceuticals prescribed.

NURSING HOME AND DOMICILIARY CARE SERVICES AND BENEFITS

Nursing Home Benefits

Under the National Health Act 1953 benefits are paid by the Commonwealth to
approved nursing homes for all qualified patients in such homes, Current benefit rates,
which have applied since November 1982, are:

Ordinary Extensive
Care Patients Care Patients

Saday Saday
New South Walesand Austratian Capital Territory 2805 3405
Vigtoria . .. L . e e e e 41.90 47%
Queensland . . . . . ... .. . 24,00 30,00
South Australia and Northern Tesritory . 3220 38.20
WesternAustralia . . . L . Cee e e 21,65 21.65
Tasmania . . . ... .. .. Vo 25.35 3135

Benefits: are adjusted annually, with effect from. the first pension payday in
November, so that, together with the statutory patient contribution (currently $11.50a
day), they cover fees charged to 70% of patients in approved non-government nursing
homes in each State at the time of the annual review. The patient contribution is set at
87.5% of the sum of the single age pension plus supplementary assistance.

Expenditure on nursing home benefits is estimated at $614m in 1983-84, an increase
of $102.1m or 19.9%, reflecting:

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

home beds ($21.5m);
o the full year effect of the November 1982 increase in benefits ($52.9m); and
o the part year cost of an anticipated increase in benefits from the first pension pay-

day in November 1983 ($27.7m).

Nursing Homes Assistance’

Under the Nursing: Homes Assistance Act 1974, the Commonwealth meets
approved operating deficits of eligible private non-profit.nursing homes that participate
in arrangements authorised by the Act.
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Expenditure on financing of déficits. of eligible nursing homes is estimated. to be
$250.6m in 1983-84, an increase of $28.5m or 12.8%, reflecting an allowance for cost in-
creases and a small increase in the number of homes cligible for subsidy. The expected

increase in homes reflects the continuing assi provided to or ions under the
Aged and Disabled Persons Homes Act 1954, The average number of beds funded
under the deficit fi ing ar ts i d by d 680 in 1982-83 and is.

expected to increase by mo.;e thanvlooo in 1983-84.
Domiciliary Nursing Care Benefits

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

Expenditure in 1983-84 is estimated to be $25.7m, $2.3m higher than in 1982-83,

Tfhe increase results from an expected growth in the number of recipients of the order
of 10%.

Nursing Care for Veterans and Dependants

The Commonwealth meets the full costs of nursing home accommodation required
by veterans for service-related disabilities.. For certain. categories of veterans and. war
widows, the Commonwealth also meets the cost of nursing home care for disabilities
not related to service, subject to payment by the patient of the patient contribution ap-
plicable to other nursing home patients in the community. Free domiciliary care ser-
vices are also provided, as required, to these groups. The increase of $5.9m to $64.1m in
1983-84 reflects the full year effect of increased nursing home and’ domiciliary care
charges in 1982-83 and the increased requirement for such services due to demographic
factors and extended eligibility.

Home Nursing Services

Approved non-profit organisations providing home nursing services receive. Com-
monwealth subsidies, not in excess of those paid'to such organisations by the relevant.
State government or local government authority. The Commonwealth subsidies are
estimated to cost $23,2m in 1983-84.,

The increase of $3.3m largely reflects an pected i inthe ber of eligible
nurses on which subsidy payments are based ($1.2m), provision for an increase in the
rates of subsidy from 1 July 1983 ($1.9m), and an.expected i in the of

assistance provided by the States in 1983-84 (50.2m)..

COMMUNITY HEALTH FACILITIES AND SERVICES

In 1983-84 the Commonwealth will provide an estimated $9m for ‘national proj-
ects’ that have an Australia-wide application and are fully funded by the Common-
wealth, an increase of $1.5m on 198283, The Commonwealth will also provide a
further $7.3m to the States and Northern Territory under the Medicare arrangements
(see ‘Hospital Services and Benefits’ above). A large part ($6.4m) of the funds for
national projects is for the. Family Medicine Program—a vocational training program
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for medical graduates wishing to enter general practice. The balance _(approximfnely
$2.6m) comprises grants to-various non-government organisations which are r'lauonal‘
in character and which operate in the fields of health care delivery, education and
research,

TREATMENT OF TUBERCULOSIS

The provision of $1m in 1983-84 is for the payment of allowances to persons (and
their dependants) suffering from tuberculosis,

HEALTH SERVICES IN THE AUSTRALIAN CAPITAL TERRITORY NEC

The C Ith provides or subsidises health services in the ACT of the type
provided elsewhere by State. and local government authorities, These include thfce
hospitals (expected to provide in 1983-84 a total of 895 acute care beds, 44 nursing,
home beds and' 12 beds for the profoundly intellectually handicapped), public !:cahh
activities, ambulance services, community health and nursing services. (including 11
community health centres, 67 child health clinics, and 59 school. dental cli?ics);‘ 2 nurs-
ing homes (248 beds), 6 residential care hostels for the Ily il a_nd the pp
(142 beds), a central health laboratory and a centralised health services supply centre,

A provision of $4m is included for 1983-84 under the Medicare Pfogram ft_)r public
hospital and: community health services in the ACT (see ‘Hospital Services and
Benefits’ above).

An additional $1m will be provided in 1983-84 for increases in the level of scrvic?s
and for new initiatives, including an additional villa at the Watson Hostel for chro’mc
psychiatric patients (80.1m), a Psychiatric Day Care Centre at Calva.ry Hospital
(50.2m), a Renal Dialysis Centre ($0,2m), a Health Care lnterprc.ter Service (SO.lm},
and a Rural Treatment and' Rehabilitation Centre for selected intellectually handi-
capped adults ($0.2m).

Net expenditure by the Commonwealth under this heading in 1983-84 on recurrent
and capital costs of health services in the ACT is estimated at $92.3m, compared with
$86.7m in 1982-83, After allowing for a decrease in revenue ($4.1m) and cash on har}d
at the end of 1982.83 ($2.5m), the effective increase in financial resources available in

1983.84 over 1982-83is $3.9m or 4.5%.

HEALTH SERVICES FOR ABORIGINALS

This heading covers special assistance provided for Aboriginal hcalt.h .through t!ne
Department of Aboriginal Affairs’ prog of direct assi to Aboriginal organis-
ations and groups, including Aboriginal Medical Services ($11.3m in 1983-84) gr‘ld pay-
ments to the States (§15.8m in.1983-84). Funds are provided to.develop Aboriginal re-
sponsibility for, and involvement in, the improvement of their own health through
participation in the delivery of medical /health services, and tprough the development
of Aboriginal expertise in all aspects of health care administration.

In addition to the amount under this heading, $11m is being provided in 1983-84 as
the third year contribution.towards the $50m.Aboriginal Public Health !rpprovement
Program. The program, which appears under the function ‘Urban and Regional Devel-
nec’, the provision of water lies, sewerage sy power

s p L2 4
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generation and reticulation to Aboriginal communities-around Australia, The amounts
for the program are provided through the Department of Aboriginal Affairs’ grants-in-
aid and grants to the States and the Northern Territory for community management
and services.

OTHER HEALTH SERVICES
Medical Research Grants

The Commonwealth provides financial assil for medical research through the
Medical R h End Fund (MREF). Disbursement of the funds is made by
the Minister for Health on the advice of the National Health and Medical Research
Council and acting, where necessary, in accordance with the conditions of gifts or be-
quests made to the Fund. Assistance is provided to universities and other institutions
such as.the Howard Florey Institute of Experimental Physiology and Medicine and the
Walter and Eliza Hall Institute of Medical Research, and to individual research
workers or trainees, and may also be provided.to Commonwealth and State Govern-
ment departments. The Budget provision has been increased by $8.4m to almost $38m
in 1983-84,

Walter and Eliza Hall Institute of Medical Research

The Commonwealth has agreed to share equally with the Victorian Government
the approved cost of a new building for the Walter and Eliza Hall Institute of Medical
Research. The project is estimated to cost a total of $37.4m (taking into account escala-
tion over the period of construction) and is expected to be completed in 1984-85. The
estimated Commonwealth contribution in 1983-84 is $8.3m.

Health Insurance Commission—Repayment of Capital Advance

Consistent with the Government’s policy that health insurance funds should reduce
their reserves in the period leading up to the introduction of Medicare, the Government
has decided to require the Health Insurance Commission to repay in 1983-84 the $10m
advanced to the Commission in 1976 for the establishment of Medibank Private.

Commonwealth Serum Laboratories Commission.

The Commonwealth Serum Laboratories Commission produces and sells phar-
maceutical and veterinary products as prescribed by the Commonwealth Serum
Laboratories Act 1961. In accordance with this Act the Commonwealth meets the full
cost of activities.considered to be in the national interest which are undertaken by the
Commission as a result of a determination by the Minister for Health, The national
interest activities include ¢ h, the mai of production facilities and the
holding of stocks of pharmaceutical products. An amount of $6.6m is provided for these
activities in 1983-84. Included in this allocation is $0.6m for research and clinical trials
into the drug ‘Interferon’, $0.8m for capital works and $0.2m for new research
initiatives,

Commonwealth Institute of Health

The Commonwealth Institute of Health, jointly op d by the C ith
Department of Health and the University of Sydney, is a national rescarch and teaching
centre. The Institute continues to undertake the basic functions of its predecessor, the
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School of Public Health and Tropical Medicine, Priority is given to health services re-
search, health cducation, preventive medicine and health susveillance, and occu-
pational and environmental health.

The amount of $6m to be provided to the Institute in 1983-84 includes 53'.7n‘1‘ to
cover its.recurrent and capital costs and $2.3m for special epidemiological studies into
the effect of herbicides and other chemicals on Australian Vietnam veterans.

Alds and Appliances

The Commonwealth provides through the National Acoustic Laboratorics, at no
cost to users, a range of hearing services to a number of groups including children, eli-
gible. pensioners, and supporting parents who receive an allowance f'rom the‘Dgpart-
ment of Social Security. Services include hearing tests, provision, fitting and mainten-
ance of hearing aids and the supply of hearing aid batterics. The laboratories also

ducta h and develop program on hearing impairment, hearing aid de--
sign and technology, noise ¢ and hearing conservation.

The cost of supplying hearing aids and batteries, excluding salaries and administrat-
ive costs, in 1983-84 (o an estimated 59 000 clients) is estimated to be $11.3m, $2.2m
higher than in 1982-83.

The Commonwealth also meets the full costs of stoma appliances that are proyidgd
free of charge by stoma associations to their members (estimated: to be. $3.5m in'
1983-84) and artificial limbs provided under the Free Limbs Scheme by the Depart-
ment of Veterans’ Affairs to eligible persons (estimated to be $3.4m in 1983-84).

The Commonwealth is to provide $7.1m in 1983-84 to the Statesand the Tex:ritories
for the. continuation of a Program of Aids for Disabled People under which alds“(for

ple, wheelchai Iking aids, splints and home modifications) may be provided
without charge to disabled people who are not eligible to receive them under o‘th'er
existing Commonwealth or State programs. $5.5m was provided for the prograi in
1982-83 and it is estimated that an additional 5000 disabled Australians will benefit
from the increased level of funding provided in.1983-84.
Blood Transfusion Services and Products

The annual operating costs of the Red Cross Society’s Blood Transfusion Service. in
the States are shared by the States (60%), the Society (the lower of 5% of operating
costs or 10% of the previous year’s income from donations) an_d the Commonwea]t}u
(the balance). The Commonwealth. provides similar assistance in the Northern Terri-
tory. Approved capital costs are shared between the Commonwealth and the Statesand
the Northern Territory ona § for § basis.

Blood collected by the. Transfusion Service is p d by the C Ith
Serum Lab ies C ission and.blood products are supplied, free of cha‘rge, to
hospitals and approved pathologists for use in.medical treatment and analysis. The
Commonwealth reimburses the: Commission for the cost of processing the blood. The
Commonweath contributions are estimated to increase by. $2.6‘m in 1983-84 to $22.6m,
reflecting demand and cost increases and i d capital req! \t

tion Ao Sk,

Isolated Patients Travel and A

Under this scheme. the Commonwealth. provides fi ial assil c .to persons
(and, if necessary, their escorts/attendants) who are referred for specialist medical
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treatment not available locally, To be eligible for assistance a patient must reside out.
side the metropolitan areas of Sydney, Melbourne; Brisbane, Adelaide and Perthand be
more than 200 kilometres from the nearest suitabl place of speciali dical treat-
ment; persons living on certain offshore islands are exempt from this requirement.

The C wealth meets the app d travel costs per-return journey of all eli-
gible patients, escorts and/or attendants less a total contribution of $20 regardless: of
whether the patient is escorted or not. An accommodation benefit of up to $20 per night
per personin respect of cach approved overnight stay is also payable,

The cost of the sct is expected 1o | by $3.4m.in 1983-84 to $12.6m,

flecting i d travel and dation costs and'i  d d

Drug Education Campaigns

An amount of $1.9m will be provided in 1983.84 through the National Drug Edu-
cation Program to support State, Northern Territory and national programs of edy-
cation to reduce the abuse of narcotics and other drugs of addiction,.

Quarantine Services

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

The provision of $41.3m for quarantine services in 1983-84 is an increase of $7m on
1982-83, This increase reflects, in part, the effect of increases of $2,3m in payments to

the States and the Northern Territory and medical practitioners for animal, plant and.
human quarantine activities.

National Diseases Control Program

In 1982-83, $0.2m was provided for the control of encephalitis, In 1983-84, $0.5m
will be provided for & new National Diseases Control Program. This amount will in-
clude the provision of $0.3m for encephalitis control and $0.Im for the control of
dengue fever on a dollar for dollar basis with the States, and $0.1m for national projects
including research,

International Health Program

Provision has been made in 1983-84 to establish an. International Health Program.
$131 000 has been provided for the World Health Organisation (WHO), International
Primate Resources Program (810 000), WHO International Progtam on Chemical
Safety ($35000), Post-grad Federation in Medicine for pl of overseas
medical students ($11 000) and WHO Regional Teacher Training Centre, University
of NSW ($75 000). The new program will also incorporate the contributions Australia
is making to WHO: ($4.4m) and the International Agency for Research on Cancer
(80.7m) under the function ‘General Public Services—Foreign Affairs and. Overseas
Aid’,

Other

This category includes expenditure on environmental, social and other public
health activities, health advisory committees, and expenditure under the Therapeutic
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Goods Act 1966. Also included are a subsidy to the Royal Flying Doctor Service
($5.3m), a provision of $1m for the National Trachoma Progrgm anda furthcr.gfam of
$0.4m to the Howard Florey Institute of Experimental Physiology and Medicine for
gene synthesis research. )
Additional expenditure on new initiatives to be introduced by the Government in
1983-84 includes: ‘ o
@ $2m for the development of geriatric assessment units; $0.9m for remedying in-
formation deficiencies necessary for the development of aged care programs;,
* $0.4m for the establishment of a National Institute of Environmental and Occu-
pational Health; ]
® $0.3m for the establishment of a Chemical Hazards A Unit;
© $0.2m to match funds being provided by New South Wales fora fca§ibility study
for a proposed Centenary Institute of Cancer Research and Cell Biology at the
University of Sydney; and
* $0.5m for the promotion of a ‘growing younger’ carppaign .to E?ach the aged to'
adapt to changing ci and for h.into a
directed at unemployed youth,

GENERAL ADMINISTRATIVE EXPENDITURE

Expenditure under this heading is estimated at about §185m in 1983-84 and com-
prises the major portion of general administrative and capital expenses oJf.th'e Depart-
ment of Health, including the costs of administering C wca.m: benefits,
nursing home benefits and assi and subsidies for private hosp

In 1982-83 about $4m was incurred on rative to counter
fraud and overservicing. The Government has decided to increaa'gc these measures sub-
stantially by implementing a Special Surveillance and Investigations Program at a total
cost of about $8,1min 1983-84 (included in the $185m above).

As mentioned under ‘Diagnostic Services® above, $2.3m is provided in.1983-84 for
the recommencement of construction of a new National Biological and. Dental Stan-
dards Laboratory building,

i uary 1984 the Commonwealth will continue to pay a ser-
vicnges:roYl-c e: o to) - JEE‘ I funds for paying medical benefits oa the
Commonwealth'’s behalf to. PHB, HB and Health Care card holders and. their de-
pendants whose doctors decline to bulk-bill. On the introduction of Medicare on t
February 1984 all medical benefits claims for services rendcfcd from that date will .bc
payable through-the Heaith I Commission, The estimated cost of the service
feein 1983-84is$4,1m.

Health Insurance C ion—Costs d with the Medicare benefits
payments arrangements

i : i ‘Health Insurance Com-

An amount of $89.6m in 1983-84 has been provnd.ed for the X Con
mission to enable it to undertake the planning, establishment and‘ope.rauonnl z‘xcm{ngxes
d with the Medi benefits payments ar Of this $21.9m
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is fot capital equipment and the balance $67.7m will provi X
ital e ntand the | § ide for,
:::::‘o: ‘d ‘uttll:gw patient identification system, publl,icity for (‘
“and the wage and-sala ts of y :
Febraney 1984 ry costs of those employed: in

interalia, the develop-
he new health arrange-
paying benefits from 1

RECOVERIES.

ding are in respect of charges met by certain coun-
war veterans through facilities made available by the
chatrges made on departments and authorities for the:
Ith’s computer facilities, and. other miscellaneous

. Recoveries shown under this hea
tries for treatment given to their
Department of Veterans® Affairs,
use _of the. Department. of Hea
receipts,
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4. SOCIAL SECURITY AND WELFARE

The Australian.social security system is.intended to protect people from economic
hardship caused by events such as loss of earnings through age, invalidity, sickness, un-
employment or the loss or absence of a supporting spouse as a result of death, desertion

or long-term separation, It is designed also to comp for service-related
disabilities.and the dependants of those whose deaths are service-related and to assist
p with the expens iated with raising children.

Much of this assistance is provided by way of cash benefits, There are selective or
income-tested benefits such as invalid and widows' pensions, and unemployment
benefits, as well as universal benefits such as family allowances and handicapped child's
allowance. Most basic rates of pensions and benefits, and some allowances, are subject
{0 personal income tax.

In addition, assistancé is provided, either directly or through State and local govern-
ment authorities and voluntary agencies, for a wide range of welfare scrvices for people
with special needs,

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

Total direct outlays on social security and welfare in 1983-84 are estimated to be
$16 843m which is equivalent to 29.7% of total Budget outlays. The increase over
1982-83 i3 $2731m or 19.3%,

In addition to these outlays on soctal security and welfare, assistance is provided

through the personal income tax system. For ple; the pensi rebate provid

tax-relief for many pensioners, the dependent spouse and sole parent rebates assist
single income families, tax jons for pational superannuation provide sup-
port for reti t i and the deducti tlowed: for gifts to. certain welfare

bodies provide indirect assistance to the organisations concerned. Details are outlined.
in Budget Statement No, 4.

1981-82  1982-83 1983-84

Actual Actual  Estimate Change
Sm $m Sm Sm %
Assistance to the Aged—

AgePensionsand Allowances . . . . . 45069 48676 53250 + 4574 + 94
Aged Persons' Homesand Hostels . . 56.7 584 6900 -+ 106 + 181
HomeCareServices . . . . . ., . 236 1 39 4+ 32 + 98
HosteiCaroSubsidies . . . . . . . 222 358 403 + 45 + 124
Othee . . . . . N 0.2 0.2 02 o= 149
Total . ... 46097 49948 54704 + 4757 4+ 95

Assi to Vi d their De
Disability Pensions and Allowances . . . 5146 651.7 7483 + 966 + 148
ServicePensions . . . . . L . L . 807.5 10579 12883 ++ 2304 + 218
Other . . . . . Ve e e e 0.6 08 12+ 04 4+ 430
Totat P 13228 1710.8 20378+ N4+ 19}




18182 TTiS3 W tomam
Actuab: Actual  Estimate Change.
Sm $m Sm $m %
Alldm‘n‘;apleo“\‘mundlumd—
nval andAllowances . , , . M
Sheltered Employment Allowancss | wo 'y U S
MoNluy Allowance. for Sevmly Dhbhd ’ ’ -
Persons
- 03 40+ 37 +
Rehabilitation Allowances - H Y
u-ndmmcnuanmumﬁmmum- o B+ Bz o+
A 22 274 8BS+ 14
Hmdic-ppemmm Faciitis* | | | X Y S
RehabilitstionServices' . . . . . . | ] s e i i
Other oo L, L 16 10 10 w + 3%
Towl oo B0 1452 14Nz + 1380+ 19
Assittance to Widows and Single Parentz— )
Widows' Pensionsand Allowances . N4
Supporting Parents’ Benefits and Allowances 6059 ;2;; :;gfg I 12?3 I 3
L e 133 14858 17380 4 2522 + (70
As;_imnce 10 Families
amily Allowances |, , , ., e
g;mlylx‘\:&meisup(pl)emn\ e e ‘o‘l-f 1372:'21 IS;:O‘ -t I;gg Ils;gg
ren Tvices(a; X
Cr:lis Accommodation for Flmmet in Dise 4 81 $O 4 25+ 3
ress 20 40 9+ 39
Y ! 9+ 9,
&rgehrln‘shmlcn ...... N 29 37 2 % o0s 1 i
53 59. 65 4+ 07 + 114
Toal L. 10M4 14545 16546 + 2000 + 138
lolMl' [ and Sick
g::rgtg‘mg:'kmﬁu ....... 1243 22000 3L0 41020 + 450
X 2708 3420 2+
%g‘?:égz:f:m& SERREE i 892 080 L 188 1 o
Relocaion Astunco Scheme | e 16 2 Bl 02 I
e N X 07 04 = 03 - 43
Towt ..., ., S 1S 26313 376 411073 4+ ang
Other Wellare Programs—
FuneralBenefts . . . ., . ., . . 14 (] 16
I;lephomkenl.l.nd?ux.lConmuom . 57 ns R R
Morgagosnd RentRellr .. . ., | ~ 160: 98 + 37 + 23
A“:::::‘o};:melmMenandWomen 58 53 u4 4+ 61 + llAl2
orMigrants . . o, . . . . 55 79 03 + 24 .
(\)V'clflrePrognmsmlheACT N 120 126 w1 o b e
......... . 58 86 130 + 44 + S
Toal ..., 559 8.8 055 + 20 + 264
el:::';.ulnamdvnncemcm?m'nmnw 8.6 963 Nt + 179 4+ 186
M6 a2 ! !
Recovemslndkepuymenls PR ler 36Cr 5Sg.§C‘rt 14313 t ::gg
TOTAL SOCIAL sacumv
AND WELFARE . . . . 15013 141124 168430 +27306 4+ 193

(a) Excludes biock grants paid 10 the States and

are recorded under the function Education..
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the Nosthern Territory for pre-school education, Those amounts

ASSISTANCE TO THE AGED

Age Pensions and Allowances

Age pensions are payable to women aged 60 years and over, and to men aged 65
yesrs and over, who have had continuous residence in Australia for a period of usually
not less than.ten' years.. Under an income test, the pension is reduced by 50 cents for
cach $1 of non-pension income above $30 a week fora single pensioner and $50 a week
(combined income) for a married pensioner couple. This income !cst is applicd to all
pemiom, supporting parent's: benefit and sheltered For age
pensioners aged 70 years and over, however, & mimmum mcomc-tcst-frco pension is
payable; in addition, no income test applics if the pensioner is permanently blind,

In the May Economic Statement the Government: d certain’

which were designed to ensure that outlays on pensions are more offe ecuvely dlrec!cd !o
those who need them, that tax expendnum on pational sup ion act
the purpose of ging ision for reti i and that retire-
ment benefits provided in different forms are treated on a fairer basis than in the past,
From 1 November 1983, an income test. will be applied to that component of age

pension for people aged 70 years and'over which is cun'ently paid free of an income test.
Under these revised arrangements, single pensi gthei test-free pen-
sion and hnving non-pemion income up to $200 a week and mamed pensioner eouplw
with non-pension income up to $333 a week will continue to reccive the same pension
as at present. Above. these amounts, the.current. income-test-free component' will be
reduced by 50 cents for every extra $1 of income received. Entitlement to
part-pension will, therefs inue. for single people aged 70 years and over with
non-pension income up to about $303 a week and for married couples with non-pension
income up to about $505.a week. This measure is expected. to. reduce age pension
outlays by about $160m in 1983-84, and about $230m in a full year,

Other reti arising from the May Economic Statement

include the following:

* lump sum retirement benefits received after 1 July 1983 for services after that
date will be subject to new rates of taxation unless, for example, the benefits are
converted into a penuon or annuity or rolled over into another superannuation
fund or app! Exmmg tax ar will continue to-apply to
lump sum payments relating to service prior to 1 July 1983; and

 action to-encourage people. to convert assets (including lump sum retirement
benefits) into regular incomes. Apart from amendments to the Life Insurance
Act and the Income Tax Assessment Act, the Government is considering the
treatment of annuities under the pension mcome test. and the. introduction of

indexed bonds to facilitate the availability of i d'

The ded’ for. lump sums are expected to yield savings to
revenue in the order of SlOm in 1983-84 increasing over time to around $300m a year.

‘The Government has.now decided to take. further action on. the pension income
test, Pensioners in receipt of certain income from friendly societies and trade unions do
not have that income included in the pension income test. The Government has decided:
to remove that exemption with effect from 1 November 1983,

income m
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The Government will re-introduce an income and assets test for social security pen-
sions, supporting parent’s benefit and repatriation.service pensions. The test will not
take effect until after consultation with relevant groups, and not until after 1983-84,

Wile's pension is payable to the wife of an age, invalid or service pensioner who does
not qualify for an age, invalid or repatriation service pension in her own right. The pen-
sion is subject to the same income testas for ago pensions for people under 70 years. The
same general conditions apply to the granting of a wife's pension as applyto the grant-
ing of age and invalid pensions and require the claimant to.be residing in Australia at
the time of lodgment of claim and grant of pension,

The Government has decided to introdi , from 1 D ber 1983, a spouse carer’s
pension, The pension will be payable, subject to the conditions applying toa wife's pen-
sion, to a man not entitied to another pension and providing care and ion for his
age or invalid pensioner wife, where such care and attention is required for an extended
or indefinite period by virtue of the wife's severe physical or mental disability,

Additional payments for each child are available to pensi with children, The
Government has decided that from November 1983 the additional pension for each
dependent child is to be increased from $10a week to $12 a week.

A single pensioner with one or more children may also-qualify for a mother's/
guardian's allowance of $6 a week ($8 a week if a child is under 6 years or.aninvalid),
From May 1984, mother’s /guardian’s allowance is to be paid at tho uniform rate of $8 u
week, It has also been decided to extend t of the all from 1 D b
1983 to a married pensioner who is left to care for children where his or her spouse has
been ited to hospital or ing-home' care on a basis likely to be permanent.
These payments are subject toan income test,

For pensioners who pay rent, lodging or board and lodging to private landlords, sup-
pl 'y assi is payable, subject to a test an the amount of rent paid and the.
level of non-pension income, up to a maximum rate of $10 a week. The subsidy rate is
50 cents for each $1 of rent in excess of $10 a week, with the amount thus determined

reduced by $1 for each $2 of non-pension income (combined in the case of
pensioner couples).

Upon the death of one of 2 married pensioner couple, the surviving pensioner may
receive, for up tosix fortnightly instalments, the. quivalent of the two pensions that

would have been paid had the spouse not died.

Age pension (including wife’s pension paid to the wife of an age pensioner) is sub-
ject to personal income tax, Partly as a result of the pension income tax rebate, how-
ever, no tax is payable by those having little or no income apart from their pension. The
additional payments for children and supplementary assistance are not subject to tax,

The Government has decided to introduce from May {984 remote area allowances
for persons living in Income Tax Zone A (including Special Zone A) who are income
tested pensioners (other than pensioners aged 70 or over receiving the special rate of
age or service pension payable from 1 N 1983), beneficiaries, blind pensi
orsheltered employment and rehabilitation allowees at the rate of $7 a week fora single
person, $12 a week for a married couple, and $3.50 a week for each child. The allow-.
ance will only be paid to permanent residents of the Tax Zone and will not be payable
in respect of temporary ab [ or in other cases for temporary absences in
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excess of § weeks, The atl will bo pt from i tax and deductible ﬁ:om
the maximum claimable value of any income tax zone rebate for which the recipient
would otherwise be entitled.

The basic rates of pensions are increased automatically each six months in accord-
ance with movements in the Consumer Price Index (CPI). The rates will be adjusted in
November 1983 by the percentage increase in the CPI between the December quarter
1982 and the June quarter 1983 (4.3%), and in May 1984 by the percentage increase in
the CPI between the June and December quarters 1983,

The existing maximum rates of age pensions and additional payments, and the rates
toapply from November 1983, are set out below:

From
. November
Pension or additional payment Existlng 1983
$aweek Saweek
Pensions
Standard (orsingle) rateof pension(a) . . . 8235 gfg
Murried rate of pension (each person) (e} e ds.gg‘ Jiee
Wile'spension . . . . . . . .., e 68. e,
Spousecarer'spemsion. . . . . . . PR —_ 60(b)
Additional Payments
Additional p:rﬁlon foreachchild {Includingastudentchildy . . . . . . . . 10.00 12,00

Guardixn's allowance ‘ o
Sole parent with at leust one child underSor invalid’ . , e 0
Othersoleparenls . .« . v v v o v 0 v 0 P 6.00 I%m(:)

Supplementaryassistance . . . . . . L . . PR X

Remotearea allowance—

. - .00(d)
Single pensioner/beneficiaty . 7 00(‘1
Married pensioner/beneficlary - 12.00(d)
Addmon‘:"ore-chc/hﬂd e e e e e e e s - 3.50(d)

Tal component paid to thoss 70 years and over without an income test (and (rom November 1983 sub-
@ “j‘::m: specinl lnoeg\.c test) is SSMYS 2 week (standard rate) and $42.90 & week (for each-of b married

couple).
(%) To be?mmdueed in December 1983,
{c) Effective from May 1984,

{4) Tobe introduced in Muy 1984,

The. above rates also apply to invalid and widows' pensions,. supporting parents’
benefits and sheltered employment allowances. Widows and supporting parents may
receive mother’s allowance in lieu of guardian’s all Sheltered r.‘ y
allowees receive, rent and inci test-free, a no! incentive all inlieuof
supplementary assistance.

Bl

The average rate of age-pension (including additions for child.ren and supplemen-
tary assistance) is estimated to rise from about $66.70 a week. in. 1982-83 to abqut
$73.60 a week in 1983-84, an increase of 10.3%. This rise is mainly caused by the in-
creases in pension rates in line with the CPL

The number of age pensioners is expected to decline between 30 June 1983 and 30
June 1984. This is due to the reintroduction of an income test on the whole pension for
those 70 years and over, offset in part by the effect of the expected increase in the

ber of people reaching age pension age.
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The following table sets out the number of age pensioners at 30 June 1983 together
with the estimated number at 30 June 1984,

Age
Pensloners
(in:lm:inl

of pensioners

in receiptof
Y dune wile's pension)’ Decrease over previous year

000 000 %

L T T T 147
1984 estimate) . . o . . 4 0w s w s 1390 ” 19

Source: Depariment of Social Security,

The cost of the automatic increases in the rates of age pensions in November 1983
and'May 1984 is estimated to be $183.5m in 1983-84 and $413m in a full year. Incredses
to additional pension for children and the introduction of a uniform rate of guardian’s
allowance are estimated to cost $0.7m in 1983-84'and $1.4m in a full year. Introduction
of the spouse carer’s pension is estimated to'cost $1m in 1983-84 and $2.2m in 1984-85.

R 1 of the i test ion for certain income from friendly societics is'
estimated to save some $7m in 1983-! 84 and $10min a full year,

The total cost of age pensions and all in. 1983-84 is esti d to be $5325m,
an increase of $457m or 9.4%, '

Aged Persons” Homes and Hostels

Under the Aged or Dn‘sabled Persons Homes Act.1954, organisations are sssisted to

ion.in which aged people, or disabled people aged 16 years
or over, may live. Grants on a §2 for $1 basis up to certain maximum limits may be
made to religious, charitable and other approved organisations and local government
bodies to meet the cost of i ion or purchase of these facilities, The maxi-
mum subsidies are reviewed periodically and for approved projects commencing from
1 January 1983 the subsidy limits are $15 020 for single accommodation units and
$17 425 for double units, with a meximum subsidy of $1920 per unit for. land costs.
Expenditure under the Act is estimated at $63m in 1983-84.

The Aged or Disabled Persons Hostels Act 1972 was designed to encourage the
provision of hostel dation for. the aged. Grants under this Act are made only
in respect of hostels which were approved for funding under the Act within the three
year period ing on 27 September 1972, (Grants for hostel accommodation ap-
proved after this period are. made under the Aged or Disabled Persons Homes. Act
1954.) Subject to certain conditions, the Commonwealth meets under this Act the cost
of hostel accommodation provided by eligible organisations up to a. maximum limit per
person for buildings. The maximum building cost limit is $22 530 per person for proj-
ects commencing on or after 1 January 1983, In addition, up to $2400 per person may
be provided for the. purchase of land and a further $250 per person is available for fur-
nishings. Accommodation is allocated strictly on-the basis of need and without any con-
tribution from the prospective resident, Grants in 1983-84 for projects under construc-
tion at 30 June 1983 or expected to commence in 1983-84 are estimated at $6m.

Total expenditure in 1983-84 on the purchase or construction of aged persons’ ac-
commodation is expected to be $69m, anincrease of $10.6mor 18.1%.
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Grants for pensioner accommodation under Housing Agreements with the States
and the Northern Territory are included under the function Housing.

Home Care Services
Under the States Grants (Home Care) Act 1969 and the States Grants
(Paramedical Services} Act 1969, the C h provides funds in

with the States for a range of home care services, mainly for aged persons, and for the
provision of senior citizens’ centres and associated welfare officers.

Under the States Grants (Home Care) Act 1969, the Commonwealth shares ona §1
for $1 basis with the States the cost of approved housekeeping or other domestic assist-
ance provided wholly or mainly for aged persons in their homes. The Commonwealth
also shares with the States, ona $2 for $1 basis, the approved capital cost of senior citi-
zens’ centres and, on a $1 for ST basis, the. cost of the salary of a welfare officer
employed in conjunction with such a centre. Grants on similar terms are also provided
to the Northern Territory for these purposes.

Grants towards the cost of approved housekeeping and other domestic assistance
for aged persons in their homes are estimated to rise from $17.7m in 1982.83 to $19.1m
in 1983-84 because of past and prospective cost i and the expansion of ap-
proved services, Grants towards the cost of the salary of a welfare officer employed in
conjunction with a senior citizens' centre are estimated to rise from $2m in 1982-83 to
$2.4m in 1983-84 because of the effect of salary increases awarded in 1982.83, allow-
ance for prospective increases and an increase in the number of approved positions,

The Government has decided to provide $7m in 1983-84 for the construction of
senior citizens' centres.

Grants towards the cost of home care services in the Northern Territory are
expected to rise from $61 379 in 1982-83 to $107 000 in 1983-84 to provide for an
expansion in'home care services and an increase in the number of welfare officers.

Under the States Grants (Paramedical Services) Act 1969, the Commonwealth
shares on a $1 for $1 basis with the States the cost of approved paramedical services
provided wholly or'mainly for aged persons in their homes. Victoria, South Australia
and Tasmania are participating in the program. Grants in 1983-84 are estimated to be
$ldm.,

The Delivered Meals Subsidy Act 1970 is dcsngned to assist: the establishment,
€xp improvement or mai of approved ‘meals on wheels’ services. The
basic rate of subsidy is 50 cents a meal with an additional subsidy of 5 cents a meal pay-
able for each meal with an approved Vitamin ‘C' supplement included, Expenditure
under the Act in 1983-84 is estimated to be $6m, compared to $4.8m in 1982-83, be-
cause of an expected inthe ber of meals d d and the full year effect
of the increase in the basic rate of subsidy from.1 October 1982,

‘Total spending on home care services in 1983-84 is estimated to be $35.9m, an in-
crease of $3.2m or 9.8%,

Hostel Care Subsidies

Under the Aged or Disabled Persons Homes Act 1954, the Commonwealth cur-
rently pays a personal care subsidy of $30 per person a week to eligible organisations for
persons aged 80 years or over and other persons who require, and are receiving, ap-
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proved personal care while living in hostel-type accommodation provided, by those
organisations.
The Government has decided 10 vary the existing arrangements with effect from 1

January 1984 in order to better direct available resources to those in most need. The
Act will be amended to:

o introduce a new Hostel Care Subsidy of $10 per person a week payable in respect
of residents of eligible hostels; and

® rescind ic pay of P | Care Subsidy in respect of people aged 80
years and over. Personal Care Subsidy. will, thereafter, be payable in respect of
hoste! residents assessed as.requiring, and receiving, daily assistance in the per-
formance of daily living tasks. The subsidy will be payable in addition to Hostel
Care Subsidy and the rate of subsidy will be increased from $30 to $40 a week.

In addition to the above arrangements, further assistance will be provided to hostels
providing care in approved separate specisl facilities catering for ambulant dementia
sufferers. An amount. of $0.2m will be available for this purpose in 1983-84. The
amount of each grant will be determined by the Minister for Social Security.

The revised arrangements outlined above are estimated to add $4.5m to outlays in
1983-84 and $11m in 1984.85.

Outlays in 1983-84 are estimated to total $40.3ra comprising $23m on Personal
Care Subsidy under existing arrangements in respect of the period to 1. January 1984,
$9.3m for Hostel Care Subsidy, $7.8m for the new Personal Care Subsidy arrangements
and 50.2m for grants for facilities providing for ambulant dementia sufferers, This rep-
resents an increase of $4.5m or 12.4% over total outlays in 1982-83,

ASSISTANCE TO VETERANS AND THEIR DEPENDANTS

Disability Pensions and Allowances

Disability pensions and all are
dependants.

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

While the liability provisions of the Repatriation legislation differ slightly in relation
to different conflicts and the nature of service, it can be broadly stated that benefits are
available for death or incapacity resulting from eligible service. Disability pension isnot
subject to p L taxorani test.

to certain veterans and their
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Classes of Disability Pensions

Pensions gre paid to eligible veterans in three main categorics:

o The Special Rate (including the T &PI) Pension, payable to a veteran who,asa
result of service, is blinded; or is totally and permanently incapacitated to the
extent thit he is unable to earn more than a negligible percentage of a living wage;

o The Intermediate Rate, payable to a veteran who, because of service-related
disabilities, can work only part-time or intermittently; and

« The General Rate, payable to a veteran who suffers from service-related inca-
pacity but who is still able to work full-time. The-amounts payable range l:rom‘
10% to 100% of the General Rate, dingtothe d degree of incapacity.

Dependants’ pensions are also paid to the wives of incapacitated veterans and to

their children, These pensions are paid at rates that depend on the assessed degree of
the veteran’s incapacity, When the.death of a veteran has been. accepted as service-
related or at the time of death he was receiving, or is later adjudged to have been cligible
to réceive. apension at the Special Rate or as a double amputee, his widow qualifies for
a war or defence widow’s pension and associated benefits, while each of his children re-
ceives a pension at ‘orphan’ rates and associated benefits, Other dependants of deccased.
veterans may qualify for pensions in certain ci

Allowances.

Various allowances are provided to supplement the disability pension. These allow-
ances.vary according to the type or.severity of disablement and the special needs of the
pensioners,

Rates of Pensions and Allowances

Disability pensions and war and def widows' pensions are fcally
adjusted eachMay and November in line with movements in the CPL

The Government has decided to increaso the rates of war orphans’ pensions and
various allowances from November 1983,
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The existing and proposed rates of these.pensions and all s are shown in the
following tabie:

From:
November.
Benefit Existing 1983
Saweck Saweck
Disability Pensions—
SpecialRate . .« v o v o v v v e e e s e s s “ 15175 164,85
Intermediate RAte  « v & v v 0 v s b e c e e e e 10865 1330
GenerstRMEE(100%) v v v« v v v b v e e e e e s 59.50 62,05
Warand DefenceWidow . v v v v v s Ve e e e o 82.35 8590
wile e e e e e s [T Y 405 405
EachChid .« . . . . . [ 138 138
War Orphans—
Fatherdead—c¢achchild . . . . N N S 16.60 1845
Bothparentsdead—eachchild: .+ & v o v 0 v 0 e ey 320 3690
Allawarices payable under Seheduk Sto lhe !epclmllon Act for certain ampu-
uhomlnd/ofhuof
Ttems 1-6 T T S e e 98.25 102.50
Ttems7-15 . . . .. ... S e e e e e e e 4,75 530
103105 10450
Clothing Allowance—
Highesteate . . v . ¢ v v v o 0 v s v e ey e 2,00 220
Middlerate .« v . 0 o 4 TS O TR 1.30 145
Lowestrate o o v 4 s 4 . o Ve e e e e e e e 95 105
Attendant's Allowance—
Highermate . . .« v v v M e s e e e e e e 46.60 5180
LOWELTAIE v v o o o 2 @ v s b v s e a e e Ve e e e 2% 2590
Domﬂc:\_ll!owmee ovance (4o '.‘) ...... Ve e e 12,00 1200
Recreation Transport Allowance (a month)—
HigherTale  + v v v s o v v v v b s v e e e e e e s 5300 59.00
Lowermate . 26.50 29.50
Gift Car Allowance (a yur) 636.00 708.00
Funeral Benefit . . 500,00 §00.00
A Temporary Totally Incapacitated (TTI) pension is an additional rate of pension

paid to a veteran. who has been classificd as temporarily totally incapacitated by
service-related incapacity and as unabie to earn other than a negligible percentage of a
living wage. The rate of TTI pension, when.combined with disability pension, equals
the Special (T & PI) Rate.

A Temporary I ity All is payable at a rate up to the equivalent of the
Special Rate pension to veterans who, for a continuous period of more than four wecks,
undergo hospitalisation and quential \ or treatment for a service-
related incapacity.

A Loss of Earnings All is paid to who have suffered loss of eamings

during the investigation of a'claim or while receiving medical treatment for a service-
related disability. In certain circumstances it may also be pmd in respect of loss of earn-
ings caused by anyillness or mclpacuy The allowance is pmd either at a. rate not
exceeding the Special Rate pension less any disability pension in payment at the time,
orat a rate equal to actual loss of earnings, whichever is lower.

At 30 June 1983, there were 410 473 veterans and their dependants in receipt of
pensions for the veteran’s disability or his service-related death. During 1983-84 the

ber is estimated to d by 3400t0 407 073.
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The following table shows: actual numbers. of recig of disability-pensions by
category at 30 June 1983 and estimated numbers at 30 June 1984,

Numbers of Recipients of Disability Pensions
At 30 June 1983 At 30 June 1584 (est.)

Incapacilated veterans—
Spacisleate v . . ... o o e o e .. 17930 22045
Intermediaterate . . . . . .o, L L L. L 1367 920
General rate—
1 R 19632 18 300
IO?-DS%. IR R 129426 126475
Wives . . . o v oo oo s s e 163 385 160 375
Children . .+ ¢ v v o i s 22936 19075
Others . v v v v v s e e e e 538 540
Depcnddnuofdemndve(mm—
Warand Defence widows C e e e e e e 52274 56375
Ophans . + » « v v v v e . e e 900 1033
Wldomdmodnn Sk e e e e e e 243 210
Others . e e e e e e e 1842, 1725

The cffect on expenditure of the estimated decline in numbers is more than offset by
the full year effect of increased rates of benefits introduced in 198283, the increase in
benefit rates in November 1983 and the expected increase in May 1984 in-line with
movements in the CPI and the movement of some remaining pensioners to higher levels
of pension. In addition, the rate of success of claims arising from a number of court and
Administrative Appeals Tribunal decisions has continued to increase markedly, while
the number of claims from: veterans and their dependants wishing to test their eligi-
bility, applications: to re-open claims or applications for increased pension has also
increased. After taking this into account it is expected that, consistent with the
expected reduction in the number of ex-servicemen and women in Australia over the
next 3 years, the number of veterans receiving disability pensions will continue to de-
cline, but that the average rate of disability pension. will i The following table
provides actual and estimated numbers of ex-servicemen and women at 30 June in the
years 1983 to 1986,

Numbers of

Ex-servicemen:

0 June and Women
1983 ... R 600 200
1986 ... 00 580 800
1985 . .0 561 900
1986 . . o o 000 . 542 100

Source: Department of Veterans' Affairs.

The cost of the automatic increases in the rates of disability pensions in November
1983 and May 1984is estimated to be $20.7m in 1983.84 and $51.5m in a full year. In-
creases to minor benefits and allowances in November 1983 are estimated to cost $0.3m
in 1983-84 and $0.4m in a full year.

Total outlays on disability pensions and allowances in 1983.84 are estimated to be
$748.3m, an increase of $96.6m or 14.8%.
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Service Pensions

Service pensions may be payable to:

o male veterans who served in a theatre of war and who have attained the age of 60
years or are permanently unemployable;
female veterans who served in a theatre of war or embarked for service abroad
and have attained the age of 55 years or are permanently unemployable;
. bers of the Deft Forces of British Commonwealth countries who
satisfy the above criteria and have at least ten years® residence in Australia;
ex-members of formally raised Armed Forces of Allied countries who meet the
same criteria as apply to members of the forces of a Commonwealth country, pro-
viding they have not served in the forces of a country that was at the time at war
with Australia;
Australian mariners who served in a theatre of war during the 1939-45 War and
who were domiciled in Australia at the time of their service; and
merchant mariners of Commonwealth and Allicd countries who meet the same
criteria as veterans of those countries.

Service in a ‘theatre of war’ means, in respect of the 1914-18 War or 1939-45 War,
service ‘at sea, in the field or in the air in naval, military or acrial operations against the
enemy in an area, or on an aircraft or ship of war, at a time when danger from hostile

forces of the enemy was incurred in that area or on that aircraft or ship of

war . . . Serviceina theatre of war may also be conceded if a veteran is shown to
have incurred actual personal danger from hostile forces.

In respect.of certain later service, ‘service in an operational area’ and ‘special ser-
vice' as defined are the qualifications equivalent to service in a ‘theatre of war’,

A service pension is the broad equivalent of an age or invalid pension. The advan-
tages to the veteran are availability of the service pension five years carlier and, in cer-
tain circumstances, eligibility for a wide range of Repatriation medical treatment
services.

Service pensioners are eligible for the same range of additional payments asare age
pensioners and the rates of benefits are the same, Like age pensions, service pensions
will be increased in November 1983.and in May 1984 in line with movements in the
CPL

As noted under age pensions, additional pension for children will increase to $12a
week from November 1983 and a uniform rate of guardian’s allowance will be paid
from May 1984. A spouse carer’s pension will also be introduced from 1 Decemt
1983 on a similar basis to the spouse carer’s pension to apply in respect of age pensions.
A remote area allowance will also be introduced from May 1984,

Service pensions are subject to the same income test arrangements as social security
pensions, with the exception that any disability pension received is disregarded as in-
come for service pension income test purposes.

From November 1983, all service pensions for those aged 70 years and over will be
subject to income test in the same way as age pensions for those aged 70 years and over.
This is expected to reduce: service pension. outlays by $7m in 1983-84 and $10m in
1984-85.
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As detailed under age p certain income from friendly societies and trade
unions: will no longer be exempt from the pension income test. The Government has
also decided to re-introduce a test on'both income and assets for pension purposes..

Service pensions paid on account of age are subject to income tax. Those paid to
people below service pension.age on' of per t unemployability, etc, are
exempt from tax.

At 30 June 1983, there were 241 000 service pensioners (including wives) and by 30
June 1984 the number is estimated to increase by 38000 to 379 000, The increase in
estimated expenditure in. 1983-84 reflects this estimated increase in numbers and in-
creases in pension rates in line with the CPIL

It is expected that the number of iving service pensions will continue to
grow in the short term. The age profile of ex-servicemen is illustrated in the following
table;

AGE PROFILE OF EX-SERVICEMEN AT 30 JUNE' 1983

Ex-servicemen
Total male as percentage
Percentage population of total male
Number of of total’ (age 25and population at
ex-servicemen  ex-servicemen aver)' correspondingage

‘000 000
25-29 - 21 04 640,7 0.3
30-34 v e 126 23 6209 20
35-39 e 170 3l 5744 30
40-44 e 84 LS 453.7 19
45-49 e e 69 1.3 3886 18
50-54 G e N2 51 3822 8.2
55-59 1033 18.7 375.5 275
1457 264 3176 459
65-69 1108 20,1 2509 4.2
0-74 e e 632 15 1895 334
5-79 e 283 5.4 1160 244
8Qandover . .+ . 216 3.9 874 247
5511 1000 43974 12,5

Source: Depariment of Veterans® Affairs.

The cost of the automatic increases in the rates of service pensions in November'
1983 and May 1984 is estimated to be $44.7m in 1983-84 and $111.4m in a full year. In-
creases to.additional pension. for children and guardian’s allowance are estimated to
cost $0.8m in 1983-84 and $1.3m in a full year. Introduction of the spouse carer’s pen-
sion is estimated to cost $0.1m in 1983-84 and $0.1m in a full year.

Total outlays on service pensions in 1983-84 are estimated to be $1288.3m, an in-
crease of $230.4m or 21.8%.

ASSISTANCE TO THE HANDICAPPED

Invalid Pensions and Allowances

Invalid pensions are payable to people aged 16 years or more who are assessed as
being permanently incapacitated for work to the extent of not less than 85% or are per-
manently blind. Except in the case of people who are permanently blind, invalid pen-
sions are subject to the same income test as is applied to age pensions for people under
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70 years of age. As in the case of age pensions, the current exemption of income from

certain friendly societies and trade unions will be withdrawn from 1 November 1983

and the Government will re-introduce a.test on income and assets at a later  stage. No

period of residence is necessary for grant of invalid pension if the per

or blindness occurred.in. Australia, If the permanent incapacity or blindness occurrcd
ide Australia, the resid qualification is the same as for an age pension.

Invalid pensioners are eligible for the same additional payments as are age pen-
sioners and the rates of payment are the same. As noted under age pensions, additional
for children. will i to $12 a week from November 1983 and a uniform
rate of mother 's/guardian’s allowance' will be paid from May 1984. Mother’s/
will also be payable from | D ber 1983 to married pensioners
who are lcft to care for children, where their spouse has been committed to hospital or
nursing home care on a basis likely to be permanent. A remote area allowance will be
introduced from 1| May 1984, Invalid pensioners undertaking training in activity ther.
apy centres and adult training centres that have been approved under the terms of the
Handi d Persons Assi. Act 1974 reccive incentive allowance payable at the'
rate of $10 a week. This allowance is non-taxable and is not subject to tests on the re-
cipient’s income or the amount of rent paid,

Wife's pension is payable, subject to the same income test, to the wife of an invalid
pensioner if she is not eligible for an age, invalid or service pension in her own right. The
Government has decided to introduce a spouse carer’s pension from 1 December 1983,
The pension will be payable, subject to the conditions applying to a wife’s pension, toa
man providing care and attention to his invalid pensioner wife, where such care and
attention is required for an extended or indefinite period by virtue of the wife's severe
physical or mental disability.

Unless the recipient is of age pension age, invalid. pension is not subject to tax.
Wife’s pension is exempt from tax if the recipient and her husband are both below age
pension age, Additional payments are not subject to tax,

At 30 Junc 1983 there were 277 300 invalid pensioners (including wives of invalid
pensioners in receipt of wife's pension) and during 1983-84 the number is estimated to
increase by 7700 to 285 000.

The average rate of invalid pension (including additions for children and sup-
plementary assistance) is estimated to rise from about $72.70 a week in. 1982-83 to
about $80.50 a.week in 1983.84, an increase of 10,7%. This rise is mainly caused by the
increases in pension rates in line with movements in the CPI as outlined under age
pensions.

The estimated cost of the automatic increases in the rates of invalid pensions is
$41.7m in 1983-84 and $93.9m in a full year. Increases in additional pension for chil-
dren and mother's/guardian’s allowance are estimated to cost $4.6m in 1983-84 and
$6.9m in a full year. Introduction of the spouse carer’s pension is estimated to cost
$1.3m in 1983-84 and $2.8m in a full year.

Total outlays on invalid pensions and allowances in 1983-84 are estimated to be
$1215m, an increase of $146.6mor 13.7%.
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Sheltered Employment Allowances

Sheltered employ 11 is payable to disabled people engaged in approved
sheltered employment whoare quallﬁed to receive an invalid pension or r who would be-
come so qualified if they ceased to be provided with sheltered employ . The rates of

payment are the same as invalid pension. The all is non-taxable and is subject to
the same income test as invalid pension. A non-taxable incentive allowance of $10 a
week is paid rent-test-free and i test-free to recipients of sheltered employment
allowance.

The estimated cost of the automaticincreases in the rates of sheltered employment.
allowances is $1.5m in 1983-84 and $3.4m in a full year.

Total outlays on sheltered ! 1t in 1983-84 are estimated to be
$48m, an increase of $7.3mor 17, 9%

Rehabilitation Allowances

From March 1983, all persons undergoing treatment with the Commonwealth Re-
habilitation Service otherwise eligible for a social security pension or benefit are eligible
to receive, while under treatment or training and for a period of up to six months there-
afiter, a non-taxable rehabilitation allowance equivalent to the invalid pension and sub-
ject to the same income test conditions as invalid pension. The cost of this allowance
and training and living-away-from-home allowances in 1983-84 is estimated to be
$19m.

Mobility Allowance for Severely Disabled Persons

Provided they have not received a sales tax exemption under Items 135 or 135A of
the Sales Tax (Exemptions and Classifications) Act 1935 on the purchase of a motor
vehicle within the previous 2 years, severely disabled people who are gainfully
employed or undertaking vocational training and who are unable to use public
transport because of their disabilities.are eligible for a non-taxable mobility allowance
of $10 per week. Expenditure is estimated to be $4m in 1983-84 compared to $0.3m in
1982-83, the increase mainly reflecting the full year effect of introduction of the new
allowance.

Handicapped Children’s Benefits and All

A handlcapped child’s allowance is payable at the rate of $85 a month to the

or gi of Ty dicapped children under the age of 16 years who

are being cared for at home and need constant care and attention. The allowance con-

tinues to be payable in respect of dependent full-time students aged 16-24 years except

where the student is in receipt of an invalid pension. It is also payable, wholly or in part,

in.respect of handicapped children who need marginally less care and attention than

severely handicapped children. In these latter cases, the allowance may be paid if, by

reason of the provision of care and attention, the family is subjected to severe financial
hardship. Handicapped child’s all is not subject to tax.

13

The number of recipients of handicapped child's allowance at 30 June 1983 was
27 900 and this number is estimated to increase to 29 000 by 30 June 1984, Expenditure
is estimated to rise from $25.7m in 1982-83 to $26.7m in 1983-84,

The Comrt Ith pays a handi d children's benefit to non-profit organis-
ations and local govemment bodies conductmg approved homes providing accommo-
dation and care for intellectually and physically handicapped children. The rate of
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benefit is $5 a day for each child under 16 years of age, The benefit may continue to be
paid to an eligible.organisation when 2 child is absent from the institution for a short
period only, such as a week-end home visit. Expenditure is estimated to increase from
$1.7min 1982-83t0 $1.8min 1983-84.

Handicapped Persons’ Facilities

Under the Handicapped Persons Assi. Act 1974, the Commonwealth pro-
vides subsidies on a $4 for $1 basis to approved non-profit organisations and local
government bodies for the purchase, construction, extension, alteration, rental and
maintenance of premises that cater for people with physical or intellectual handicaps,

Services qualifying for subsidy comprise training, activity therapy and sheltered em-
ployment as well as residential accommodation for handicapped people who use these
services, Residential accommodation also qualifies for subsidy if it is for people who,
because of a disability, need special accommodation to allow them to engage in normal
outside employment. For approved accommiodation projects commencing after 1

January 1983 the maximum subsidy limits are $18 024 for single accommodation units.

and $20 910 for double units,

Subsidies on a $4 for $1- basis may be provided for the cost of furnishing and equip-
ping the various types of centres, while assistance with operating costs is provided by
means of staff salary subsidies paid on a $1 for $! basis, although a higher proportion of
salaries, up to 100%, may be paid during the first two years of operation of new services,

The Government has decided to vary certain of the existing subsidy arrangements
to help improve the efficiency and effectiveness of the services:

o from 1 October 1983 subsidies on the $4 for $1 basis may be granted towards the
approved cost of leasing approved equipment. At present, equipment subsidy is
restricted to purchased equipment;

o from 1 October 1983 subsidies will be ded to equif placing similar

iously subsidised equij t used for i producing purposes in shel-

;ered employment servic‘cs;. and
o from 1 January 1984 there will be a discretion provided by the legislation to en-

able a maximum salary subsidy of 80% to be paid in respect of selected key staff

employed in the third and subsequent years of operation of an approved service.

A training fee of $500 is payable to eligible sheltered employment services for each
former disabled employee who, after completing at least six months’ sheltered employ-
ment, transfers to and retains full-time paid open employment for 12 months or more.
From 1 October 1983 the Government has decided also to pay an Open Employment
Incentive Bonus of $500 to cach successful former allowee. The Bonus will not be.
treated as income for pension/all and benefit i test purposes and will be:
exempt from tax.

The new measures announced by the Government are estimated to add'$2m to out-
laysin 1983-84 and $5min a full year.

In addition to outlays under the Act, $0.8m will be' made available in 1983-84 to
support intended to upgrade the effecti and-the quality of Common-

wealth subsidised services for handicapped people, an increase of $0.2m on 1982-83.
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Total outlays on handicapped persons® facilities in 1983-84- are cstimated to be
$84m, -an increase of $13.9m or 19.9%, Apart from the cost of new measures, this
increase is due to the full year effect of the cost of services established during 1982.83
and to past and prospective cost increases.

Rehabilitation Services

The Commonwealth Rehabilitation Service (CRS) provides treatment and training
to enable disabled persons-to realise their full potential in physical, mental, social and
vocational terms, Treatment and: training are provided free to persons if there is a
reasonable prospect of their being able to undertake full-time, part-time or sheltered
employment or household duties or. of their becoming capable of leading an indepen-
dent or semi-independent life at home.

The following broad categories are accepted for rehabilitation:

® pensioners and claimants.for pension who would be likely to derive substantial

benefit from that treatment and training;

® beneficiaries and claimants for benefit who, without that treatment and training,

would be likely to become unemployable;

*p being paid all under section 9 of the Tuberculosis Act 1948 who

would be likely to derive substantial benefit from that treatment and training;

® persons of 14 or. 15 years who, without treatment and training, would be likely to

become qualified to reccive invalid pension on attaining the age of 16 years; and

© men aged from 16 to 65 or women aged from. 16 to 60- who. would be likely to

derive substantial benefit from that tfeatment and training.

Persons who do not fall within these eligibility sriteria may be accepted for rehabili-
tation on a paying basis,

The number of persons accepted: for rehabilitation and training is not expected to
increase significantly beyond the 1982-83 level of 5340.

Provision has been made within the 1983-84 Budget allocation for the Common-
wealth’s share of the costs of operating a rehabilitation centre in Hobart jointly with the
Tasmanian Government ($1.4m in 1983-84), for the operation of a permanent rehabili-
tation facility in Newcastle in conjiinction with facilities operated by the State Health
Authority ($0.3m), and for a similar joint rehabilitation facility in Darwin ($50 000).

In addition to its multi-purpose centres, the CRS presently operates seven Work
Preparation Centres—two each in Sydney and Melbourne and one each-in Brisbane,
Adelaide and Perth—which aim to prepare mildly intellectually handicapped young
people for open employment. In full operation, the seven centres will train up to 600
people a year for suitable employment.

Regional services operate by way of a number of mobile casework teams. working
from existing centres to service nearby provincial centres and a number of outposted
teams in selected regions.

Expenditure is estimated to rise from $30.5m in:1982-83 to $31.7m in 1983-84 asa
result of the full year effect of price and salary increases that occurred during 1982-83
and the extension of services.
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Other

In 1982-83; $0.6m was expended under a scheme of financial assistance to organis-

ations towards the production costs of braitic and audio material for people with print-
handicaps; $0.8m s provided for this scheme in 1983-84.
ASSISTANCE TO WIDOWS AND SINGLE PARENTS

Widows’ Pensions and Allowances

Pensions are payable to widows, subject to an income test. No period of residence is

necessary if a woman and her husband were residing permanently in Australia when she
became a widow. In other cases, there is-a mxdenu qualification of either five years
continuous resid in Australia i diately prior to claiming a pension or ten years
continuous residence in Australia at any time.

A woman tesiding overseas who is i receipt of a wife’s pension may be granted a
widow’s: pension upon the death of her husband without returning to Australia, pro-
vided that if she had been resident in Australia she would have so qualified..

There are three classes of widows who receive pension:

 Class A widow—a widow with one or more qualifying children in her care;

© Class B widow—a widow without qualifying children who is at least 50 years of
age (oratleast 45 years of age if her Class A pension ceased after she reached that
age because she no longer had a qualifying child in her care); and

¢ Class C widow—a. widow without qualifying children who is in necessitous'
circumstances within 26 weeks of her husband’s death,

For all classes, the term ‘widow’ includes a woman who was the common-law wife
of aman for at least three years immediately before his death, For Class A and B, it also
includes a wife who has been deserted for at least six months, a divorced woman or 8
woman whose husband has been imprisoned for six months.

Changes to the income test noted under age pensions will apply also to widows’
pensions.

Widow pensioners are eligible for the same additional payments as are age pen-
sioners and the rates of payment are the same. As noted under age pensions, the
additional pension for children will be increased to $12 a weck from November 1983
and mother’s allowance will be paid at a uniform rate of $8 a week from May 1984, A
remote area allowance will be introduced from 1 May 1984. These payments are
subject to an income test,

Widows' pensions are subject to personal income tax, although no tax is payable by
those havinglittle or no income apart from their pension. The additional payments are
not subject totax.

At 30 June 1983 there were 84 300 Class A widows, 80 200 Class B widows and 100
Class C widows in receipt of pensions.

It is estimated that the number of Class A widow pensioners will decrease by 300 to
84 000 during 1983-84 and the number of Class B and Class C widow pensioners will in-
crease by 700 to 81 000. The ayerage rate of pension for Class A widow pensioners is
estimated to rise from $99.90 a week in 1982-8310.$110.70 a week in 1983 84 an m-
crease of 10.8%. The average rate for Class B and Class C wid
to rise from $76.20 a week in 1982.83 to $84.40a week in 1983-84, an mcreaseof 10.8%.
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These increases arise from the i in pension rates in line. with
movements in the CPI as outlined under age pensions and i to additional pen-
sion for children and the introduc;tion of a uniform rate of mother’s allowance. The
estimated cost of the increase in the rates of widows’ pensions in November 1983 and
May 1984 is $26.8m in 1983-84 and $60m in a full year. Increases in additional pension
payments and mother’s allowance will cost $12.6m in 1983-84 and $23,1m in a full year.

Total outlays on widows’ pensions and allowances in 1983-84 are estimated to be
$845m, anincrease of $86.9mor 11.5%.

Supporting Parents’ Benefits and Allowances'

A supporting parent’s benefit is paid to sole parents who support one or more chil-
dren and are not receiving another pension or. benefit. The Government has. decided
that from | December 1983, supporting parent’s benefit (including mother's allow-
ance) may bé paid to a married:person who is not qualified to receive an age, invalid or
wife's pension where he or she is left with the responsibility of caring for a child or chil-
dren due to-his or her spouse being committed to hospital or nursing home care on-a
basis likely to be permanent. It has also been decided to extend eligibility for a support-
ing parent's benefit, from the same date, to persons who at the time of adopting a child
have never married, are divorced, widowed, or separated.

The benefit.is payable at the same rate as the Class A widow’s pension and subject
to similar conditions, Changes to the income test noted under age pensions will apply
also to supporting parents’ benefits. Supporting p may be eligible for supplemen-
tary assistance, additional benefit for children and mother’s or guardian’s allowance. As
noted under age pensions, additional pension for children is to be increased to $12a
week from November 1983 and a uniform rate of mother’s/guardian’s allowance of $8
a week will be paid from May 1984, A remote area all will be introduced from
1 May 1984,

There is a residence qualification if the claimant was not living in Australia at the
time of becoming a supporting parent. Residence qualifications are identical to those
for a widow pensioner.

Supporting parents’ benefits are subject to personal income tax, although no tax is
payable by those having little or no income apart from their benefit, The additional
payments are not subject to tax. .

At 30 June 1983, there were 140 200 supporting parent beneficiaries, It is estimated
that the number will increase by 13 700 to 153 900 by 30 June 1984, an increase of 9.8%.
This increase reflects in part the fact that many sole parents apply for supporting
parent’s benefit rather than Class A widow’s pension,

The total number of supportmg parent beneficiaries and Class A widow pensioners,
| , 18- esti dtoi by 6% by 30 June 1984, The average rate of benefit
(mcludmg additions for children and supplementary assistance) is estimated: to rise
from $103.40 a week in 1982-83 to $113.80.a week in 1983-84, an increase of 10.1%.
The main reasons for this rise.are the increases in benefit rates in line with movements
in the CP], as outlined under age pensions, andincreases to additional pension for chil-
dren and mother’s allowance.

The estimated cost of the automatic increase in the rates of supporting parents’
benefits in November 1983 and May 1984 is $24.1m.in  1983-84 and $54.8m in a full
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year. Increases in additional pension for children and mother’s/guardian’s allowance
are estimated to.cost $19.5m in.1983-84 and $32:6m in a full year.

Total outlays on suppomng parents’ benefits and allowances in 1983-84 are
estimated to be $893m, an increase of $165.3m or 22.7%,

ASSISTANCE TO FAMILIES
Family Allowances

Family allowances are payable to people with children under 16 years of age or with
dependent students aged 16 to 24 years receiving full-time education at a school, college
or y and not in employment, All are usually paid to the mother.

Family allowance, double orphan’s pension and handicapped child's allowance are
not payable outside Australia, except where the child is temporarily abroad or is living
abroad pending migration to Australia (within four years),

Parents of children receiving student allowances under the Tertiary Education As--

sistance Scheme and other reldted student assistance schemes are not eligible for family
11 for those children, Family all are not paid-in respect of students
ing an invalid pensiori. The all are not subject to income tax.
The rates of family allowance are:

Samonth
Fimtehitd ., . . . . ... .. 2280
Secondchild' . ., . . .., L. L, 32,55
Thirdehitd . . . ... ..., 39.00
Fourthehild . . . . . . ... .. 35.00
Fifthand laterchildren . . . . . . . 45.55
Childinaninstitution. . . . . . . ., 39.00

The following table sets out the actual number of children in respect of whom fam-
ily allowances were paid at 30 June 1983 together with the estimated number at 30 June
1984,

Children in Families Total
’ Full-time Children in

students Institutions Changeover
sged 16to including previous
306June Under 16 24 years Total students (a) Number year
000 ‘000 '000 '000 %
1983 . ., ... 3983 kY 4294 10 4304 +1.2
1984 (estimate) . . 4016 314 4330 10 4340 +0.8

(@) At 30 June 1983 there were 805 such students,
Source: Department of Social Security,

Outlays are estimated to increase by 10.2% from $1373.7m in 1982-83 to $1514m in'
1983-84 because of a small rise in the number of recipients and the full year effect of
higher rates for first and second children announced in the 1982-83 Budget.

Family Income Supplement

The family income supplement, introduced from May 1983, provides non-taxable
assistance to low income families who are not in receipt of social security.or similar pen-
sions or benefits. A supplement of up to $10 a week—equal to the rate of additional
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benefit for children—is payable on an income tested basis in respect of each child under
16 or dependent student aged 16-24 years, provided:they are not receiving educational
or similar allowances,

As noted under unemployment benefit, the rate of additional benefit for children is
to increase to'$12 a week from November 1983, The maximum rate of family income
supplement will similarly increase to $12 a week per.child from November 1983,

The maximum rate is payable. where the parents’ combined'income does not exceed
the income limit under the Health Care card arrangements for a married couple with-
out children: ($193 a week at May 1983 and $199 from November 1983), and the rate is
reduced by $1 for each $2'of combined parental income above that limit. The income
limits will be increased in‘March 1984 by $10 a week, reflecting the liberalised unem-
ployment benefit income test arrangements to apply from that date, and again in May
1984, in line with indexation increases in the married rate of unemployment benefit.

Expenditure is estimated to be $36m in 1983-84 compared to $2.2m in 1982-83, the
increase mainly reflecting the full year effect of introduction of the new supplement
and the increase in the maximum rate of payment.

Children's Services

The Commonwealth provides capital-and recurrent assistance for a wide range of
services for children and their families. These include early childhood services.such.as
day care centres, family day care and emergency and' occasional care. Services for
school aged children include before and after school care and vacation care. Other proj-
ects supported are refuges for adolescents under the Youth Services Scheme, support
for families in crisis and special services for Aboriginal, migrant and disabled child

Services provndmg day care for pre-school aged children are, as a condition of fund-
ing, required to d p and-i an i test and' fee scale within approved
guidelines so that famnlms that satlsfy the income test will be eligible for a fee rebate
funded by the Commonwealth.

The pilot Youth. Services Scheme has been extended for another year to 30 June
1984 to maintain the operatlon of ‘current services until the review of all Common-
wealth crisis s finalised, The scheme supports emergency ac-
commodation: and counsellmg semces for homeless young people and its costs are
shared §1 for $1 by the Commonweaith and the States and the Northern Territory. The
estimated total cost of the scheme in 1983-84 is $3.8m.

Expenditure on children’s services (excluding the block grants to the States and the
Northern Territory to assist in meeting the costs of pre-school education). in 1982-83
was $65.1m.. Expenditure on existing approved services is expected to rise to an
estimated $76m in 1983-84 due to the combined effects of past and prospective cost in-
creases, the full year effect of the expansion of the number of services supported and in-
creases in subsidy limits, The Government has decided to proceed with the approval of
high priority applications for new and expanded projects and new policy initiatives and.
has allocated an additional $10m in 1983-84. incteasing to $30m in 1984-85 for this
purpose,

Total outlays on children’s services in 1983-84 are estimated to be $86m, an increase:
of $20.9m or 32,1%,

Block grants for pre-schools are recorded under the functional heading *Education’.,
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Crisis Accommodation for Families in Distress

Under this heading the Commonwealth provides funds to the States, the Northem
Territory and- Aboriginal Hostels Ltd to imp: the stock of
dation available to assist families with dependent children who have animmediate need
for accommodation. In 1982-83, about 370 units of accommodation were made. avail-
able with the $4m provided. A further $4m will be provided in 1983-84; In addition, in
1983-84 the Commonwealth, subject to satisfactory negotiations with. the States and
the Northern Territory, will provide up to $3.9m under the National Women’s Emerg-
ency Services Program for additional assistance for women’s refuges to allow the phas-
ing in of award wages for women’s refuge workers, urgent expansion of existing services
and provision of new services, Comparable arrangements will operate in the ACT,

Orphan’s Pension

A double orphan’s pension of $55,70 a month is payable, free of income test, to the
guardian of a child under 16 years of age or of a dependent full-time student aged 16 to
24 years. It is paid in respect of a child both of whose parents are dead, or if the where-
abouts of the sole suwiving parent are unknown, or if the child’s sole surviving parent
or adoptive parent is in prison for at least 10 years or in a mental hospital for an
indefinite period. It may also be paid for a refugee child whose patems are not in
Australia or whose wh are unk Orphan s pension is not payable in
respect of a person who is receiving an invalid pension: It is not subject to mcome tax.

At 30 June 1983 there were 6100 recipients. The number is estimated to increase to
6600 by 30 June 1984,

Expenditure is estimated to be $4,2m in 1983-84 compared to $3.7m in 1982-83, the
mainly reflecting the i in bers in receipt of orphans’ pensions.

Other

The provision for the operations of the Institute of Family Studies in 1983-84 is
$1,7m, which includes funds for the conduct of research and the making of grants to en-
courage family studies. A further $3.8m is provided for grants to approved marriage
counselling organisations and pre-marital education organisations, of which $0.1m'is to
be made available to promote the services being offered by these organisations. To
maintain the level of educational activity for family planning, $0.9m will be provided in
1983-84. Grants to family planning associations for clinical: services in 1983-84,
estimated at $3.2m, are provided under Health Program Grants (see the function
Health),

ASSISTANCE TO THE UNEMPLOYED AND'SICK

Unemployment Benefits
Sickness and Special Benefits

Unemployment benefit is available, subject to an income test, to persons without
employment who are willing and able to undertake suitable work and making efforts to
obtain work. Sickness benefit, also subject to an income test, is available to persons tem-
porarily incapacitated for work. A special benefit may be paid.to persons ineligible for
pension, supporting parent’s benefit or for unemployment or sickness benefit if they are
unable to earn a sufficient livelihood for th 1ves and their depend
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To be:eligible for unemployment or sickness benefit, a person must be at-least 16
years of age and under 60 years (females) or under 65 years (males). The person must
also have lived in Australia for at least a year immediately prior to claiming benefit or
intend to remain permanently.

The basic rates of benefit are generally the same as for age and invalid pensions
except for single people under 18 years of age and unemployment beneficiaries 18 ycars
‘and over without dependants. The Government has decided that, from 1 November
1983, the maximum rate.of benefit for unemployment beneficiaries aged 18 years or
more without dependants will be i d from $68.65 a week to $73.60 a wuk and
thereafter that rate will be indexed in d with the tic i ar-
rangements for other pensions, with an additional $2 a week to be paid from 1 May
1984, The Government has also decided to increase the maximum rate of benefit for
single unemployment and sickness beneficiaries aged. 16 and 17 years from $40 a week
to $45 a week from 1 November 1983,

All unemployment and sickness beneficiaries with children are cligible for an ad-
ditional benefit for each dependent child at the same rate as for children of pensioness.
As noted under age pensions the rate of additional benefit will increase from $10 2 week
to $12 a week for each child from 1 November 1983 and a remote area allowance will
be introduced from 1 May 1984, Mother's or guardian’s allowance is not currently pay-
able to unemployment, sickness and special beneficiaries. The Government has, how-
ever, decided that from | May 1984 mother's /guardian’s allowance at the rate of $8 2
week is to be paid tosingle beneficiaries with children.

After receiving benefits for six consecutive weeks, sickness beneficiaries become eli-
gible, subject to a special income test, to receive supplementary allowance of up to $10
a week if they pay private landlords for rent, lodging or board and lodgmg Supplemen-
tary allowance i is payable on the same basis and subject to the same income test as sup-

but is not payable to beneficiaries in hospital who: have. no

depcndants,

The income test for unemployment. and sickness benefits provides that the maxi-
munm rate of benefit is reduced by 50 cents a week for each $1 of non-benefit income in
the range of $10 to $60 a week and by $1 a week for each $1 of income over $60 a week.
From 1 March 1984, the frec arca of $10a week is to be increased to $20 a week and the
upper limit of the taper is to be raised from $60 to $70 a week..

The Government has decided that from March 1984, supplementary allowance and
the additional benefit p for children are to be pted from p | income
tax. Basic rates of unemployment and sickness benefits, like the basic rates of most pen-
sions, will continue to be subject to &ax

The 8¢ ber of beneficiaries underlying the 1983-84 esti-
mate is 680 000 compared to the average number in 1982-83 of 540 200: The average
of s beneficiaries is estimated to rise from 57700 in 1982-83 to 65 000 in

1983-84 and the ge number of special beneficiaries is estimated at 22 000,

The cost of the automatic. increase in the rates of unemployment, sickness and
special benefits in line with movements in the CPI, as outlined under age pensions, is
estimated. to be $48.9m. for unemployment benefit, $9.7m for sickness benefit and
$1.9m for special benefit in 1983-84 and to be $116m, $22.9m and $4.5m for these
benefits, respectively, in a full year.
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The.ir in the maxil rate of unempl and si benefits for single
people under 18 years is estimated to cost $11.5m in 1983-84 and $17.2m in a full year
and the increase in the maximum rate of unemployment benefit for persons aged 18
years or more without dcpendam.s is estimated to cost $97.3m in 1983-84 and $235.9m'
ina. full ycar. The increase in addmonal benefit. for children and the introduction of

s all is esti d to cost $23.7m in 1983-84 and $38,3m in a full year.
'l'he introduction of the remote area allowance is estimated'to cost $1,3m in 1983.84
and $8m in a full year, The change to the benefits income test is estimated to cost $7.8m
in 1983-84 and $23.3m in a full year.

Total outlays on unemployment benefits in 1983-84 are estimated to be $3261m, an
increase of $1012m or 45%. Outlays on: slckness and specxal beneﬁts in 1983-84 are
expected to be $342m and $108m ly, tep g, of 26,3% and
21.1%.

Unemployment Relief

The main activity under this heading is the Community Youth Support Scheme
(CYSS), introduced in l976 under wh|ch grants are.made to assist local community-
based ittees to'p d young people with.a range of employment-
oriented skills, develop activities and blllld up their self reliance. After the 1981-82 re-
view of the Scheme, CYSS projects now aim particularly at providing training in work.
skills and encouraging young people to gain work experience in community service and.
part-time, casual and temporary work. Other changes have involved a closer liaison be~
tween CYSS projects, the Commonwealth Employment Service (CES) and'local edu-
cational institutions, and the encourag of a greater of ethnic and geo-
graphically isolated unemployed young people. Grants at three standard levels:
($40 000, $65 000, $90 000) are provided for twelve months for projects that meet the
requirement for funding under the guidelines of January 1982, These grant levels, ap-
plying from 1 July 1983, rep an ge i of 19.9% on 1982-83 grant levels.

In 1983-84, $21.2m has been provided for up to 306 CYSS projects. Expenditure in
1982-83 was $17.9m and provided for 276 projects.

Also under this heading are seventeen other community-based: youth projects in-
volving unemployed youth registered with the CES. In 10 projects, known as the Vol-
unteer Youth Program, the young people undertake a variety of voluntary community
service activities. The inder are special ity projects which offer a range of
employment oriented training activities to the young people involved. In.1983-84 $0,4m
has been provided for.the Volunteer Youth Program and $3.6m for community special
projects, compared with expenditure of $0.2m and $2m, respectively, in 1982-83.

Assistance with relocation exp is availabl , subject to approval by the CES, to
1 (orp notiﬁed of i di dundancy) who have beenun-

able to ﬁnd contmumg employment nearby wnhm ‘a reasonable time, Approval re-
quu'es an oﬂer of a job in another area, for which no local CES registrants are suitable

diately or with training. The assistance covers fares, removal expenses. (up to
$2000), and re-establishment costs, legal:and agent’s fees (up to $1500) or rental allow-
ances (up to $500). '
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In 1982-83, 1985 p were rel d under this sch An t of $2m is
provided in 1983-84, onthe assumption that about 2000 applicants will be assisted.

Other

Included under this heading is $0.4m in 1983-84 for assistance to unemployed
people toattend job interviews with prospective employers.

OTHER WELFARE PROGRAMS

Funeral Benefits
A funeral benefit of up to 520 is payable toa person hable for the funcral costs of an
cligible age or invalid pensi or recip of s} or tu-

berculosis allowance. A funeral benefit of upto $40is payable to an age, invalid, wife or
wndow pensloner, a supportmg parent beneﬁcxary, or a person.in receipt of sheltered
t or , who is liable for the funeral costs of a
spouse. a child or another pensioner. Funeral beneﬁts are not taxable,
For funeral benefit purpom a ‘pensioner’ means a person who satisfies or had
isfied the C joner ‘fringe benefits’ income test. As explained under.
the functional heading Health _the income test is to be indexed automatically from
November 1983, Expenditure is estimated at $1.6m in 1983-84.

Telephone Rental and Postal Concessions

Pensioners, supporting parent beneficiaries and recipients of some other benefits
who meet certain rcqulrcments, including, in most cases, the income test for Common-
wealth fringe benefits (whlch is to be indexed from November 1983), may be eligible
for mail redirection concessions and a reduction of one-third in the basic annual rental
fora telephone:.,

Outlays on these concessions to social security and repatriation pensioners are
estimated to increase from $31.5m in 1982-83 to $34.6m in 1983-84, reflecting the ad-
ditional cost involved in the Government’s decision to increase the income limits for
Commonwealth fringe benefits, and the increase in telephone rental charges.

Morigage and Rent Relief

An amount of $19.8m will be provided in 1983-84 for assistance to low income
home buyers experiencing extreme dlﬂ‘iculty in meeting their mortgage repayments and
to low income private renters experiencing similar difficulty in meeting rent payments.
Commonwealth funds are provided to the States and Northern Territory ona $1 for $1
matchmg basis with similar new expenditures by the States. Comparable arrangements
operate in the Australian Capital Territory. Expenditure in 1982-83 on this program

lled $16m. Qu land did not participate in the scheme in 1982-83,

Assistance to Homeless Men and Women

The Homeless Persons Assi. Act 1974 provides for the payment of capital
grants to voluntary agencies and. to local authorities for approvcd projects’ (night.
shelters, reception centres and hostels). to upgrade and replace inadequate existing ac-
commodation and to build or purchase facilities for homel It also provid
payment of rental subsidy of up to 100%, salary subsidy of up to 50% of the salary of ap-
proved staff, an accommodation and meals subsidy of $1.35 a person a night for resi-
dent homeless persons and a meals subsidy of $0.45 a person for non-resident persons.

P
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The Government has decided to amend the Act with effect from'1 January 1984 to.

provide:

® up to 100% subsidy for the salary of one approved social welfare worker position
in each approved centre;

. beidies for dation and each meal provided (including meal
vouchers issucd) with the subsidies set at $0.50 a meal and'$1.50 a person & night
for accommodation; and

. dation vouch quivalent in value to the accommodauon subsidy, to.
be issued by approved centres and exchanged for dation in places.ap-

proved by the Department of Social, Secum.y. The value of such vouchers (and
like-assistance) will be excluded from the definition of income for pension and

benefit income test purposes.
The introduction of these is estimated to cost $1.6m in 1983-84 and $2.5m:
in 1984-85, .

Total outlays in 1983-84 arc estimated to be $11.4m, compared with $5.3m in,
1982.83, reflecting the: Government decisions, the full year effect of the cost of new
centres opened in 1982-83, and past and prospective cost mcreases
Assistance for Migrants

The development of the range of programs of assi for migrants has been the
result of an evaluation of the post-arrival programs and services for migrants by the
Australian Institute of Multicultural Affairs (AIMA). The Government has considered
the programs and several aspects have been enhanced resulting in significant additional
expenditure on migrant welfare programs for1983-84,

Grants to enable agencies serving ethnic communities to employ social welfare
workers will increase from $3.2m in. 1982-83 to $4.9m in 1983.84. As a result, the
ber of grants available will i from 140 at June 1983 to some 200 at June
1984, Activities covered by these grants include provision for the special needs of aged
persons and migrant women, Ethnic communities are to receive $0.2m through grants
for self-help activities.

Provision for State translating and interpreting services under the
Commonwealth/State cost-sharing arrangements has also been substantially increased
from $0.5m in 1982-83 to $1.2m in. 1983-84. In addition, the Telephone and Interpreter
Service is to receive $1.9m in 1983-84 as recommended by the 1982 AIMA evaluation,

Funding for migrant resource centres has been increased from $1.3m in 1982-83 to

$1.5m in 1983-84 to take of i d responsibilities for providing servxcu to
mrgrants. An allocﬂtron of §0.4m has also been made available to reimt
p g material assi to refugees arriving in needy circumstances and

to assist sponsors under the Community Refugee Resettiement Scheme,
Overall provision for services to migrants in 1983-84 is $10.3m, compared with.

$7.9m in 1982-83.
Welfare Programs in the Australian Capital Territory

The Commonweaith provides welfare benefits and subsidies to ACT residents on a
similar basis to those provided by State governments (for example, rental rebates, bus
subsidies and rates remissions for pensioners, care of foster children and grants to wel-
fare organisations).. Estimated expenditure in 1983-84 for these purposes.is $14.8m
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(compared with $12.6m in 1982-83). The increase.is duc mainly to a rise in the level of
payments to welfarc organisations from the ACT Community Development Fund

($1m) plus an ini in the ber of p b ing eligible for rental rebates
and rates remissions ($1m).
In 1983-84, $0.3m will be. provided for pay to the C ity Devel t

Fund towards home care servrces in the Territory. This will place the ACT ina similar
position to the States and the Northern, Territory in relation to this Commonwealth
program. The ACT will also participate in the new National Women's Emergency Ser-
vices Program; $60 000 has been provided for this purpose in 1983-84,

Other

The Commonwealth reimburses the Australian )
(ANRC) for loss of revenue resulting from the carriage of passengers or freight free or
at concessional rates. Concessional fares apply mainly to ex-service personnel and
eligible pensioners, although ions are also ded to distinguished overseas
visitors. Freight concessions are generally applicable to goods transported for
charitable, patriotic, educational and develop 1-purposes. The C Ith
also reimburses sickness beneficiaries a portion of passenger fares on ANRC and.
Australian National Line services. In 1983-84 the cost to the Commonwealth of thm
concessions is estimated at $2.6m, the major p being for
concessions, The increase of $0.1m on 1982-83 is attributable to an expected increase in
the number of cligible persons.

The AIMA was established in 1979 to develop awareness and tolerance of diverse
cultures through research, public information and other educational activities, and to
provide advice to governments. An amount of $4.3m has been provided for AIMA
including $2m for renovation and construction of new accommodation in central
Meibourne,

In 1983-84, $0.5m' has been all 4 for the mai of approxi 1y 200
unattached refugee children who are wards of the Minister for Immigration and Ethnic
Affairs under the Immigration (Guardianship of Children) Act 1946.

The Government has decided to provide $5m for grants to community welfare
agencies in financial difficulty or in need of support in providing emergency relief to
persons, an increase of $2.3m on 1982-83.
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ABORIGINAL ADVANCEMENT PROGRAMS

This item includes fundi isions for the Aboriginal Development Commission
(ADC), National Abongmal Conference (NAC) and a wide range of programs of
special assistance for Aboriginals administered through the Department of Aboriginal
Affairs,

The ADC is to receive §57.3m in 1983-84, Within that total is provision for
assistance to Aboriginal communities and groups to acquire land, to engage in business.
enterprises, to provide housing loans to Abongmals at concessional rates of interest
and, more. gencrally, to further the economic and social development of Aboriginals.
Estimated expenditure by the ADC on these activities in 1983-84 is $37.6m. Provision is
also included in the ADC’s 1983-84 allocation for direct grants to Aboriginal housing
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associations for the construction and purchase of homes 'for Aboriginal: families, -

Expenditure of $30.5m on this activity will permit the construction of 541 new housing
units this financial year,

Expenditure by the NAC is estimated at $7.3m in 1983-84, anincrease of $3,5m on
1982-83, The NAC's role is to provide a forum for the cxpression of Aboriginal views,
particularly on the long term goals and objectives-of government in Aboriginal affairs,
The increased funding proposed for 1983-84 reflects. the Government’s electoral
commitment to strengthen and restructure the NAC and to involve it more closely in
the decision-making process,

An amount of $35.5mis also to-be provided in 1983-84 through the Department of
Aboriginal Affairs for programs including grants-in-aid to Aboriginal communities and
other organisations and States’ grants in the ficlds'of employment, general welfare and.
training. This includes some $14.5m for Community Development
Employment projects, which will be expanded in 1985-84 to- cover some. 12 additional
remote Aboriginal communities;-and $5m for special works. projects, which provide
funds to Local Government bodles to-undertake labour intensive projects providing,
work experience and training for Aboriginals.

It is estimated that in 1983.84 an amount of $14m will be payable by the
Commonwealth in respect of royalty payments.from mining on Aboriginal Jand'in the:
Northern' Territory in accordance with section 63 of the. dboriginal Land Rights
(Northern Territory) Act 1976. Payments.are-made to the: Aboriginals Benefit Trust
Account to be applied to or for the benefit of Aboriginals in the Northern Territory in

d with the provisions of the Act.

GENERAL ADMINISTRATIVE AND OTHER EXPENDITURE

This expenditure comprises the general running and capital expenses of the
Departments of Social Security ($446,7m in 1983-84, including an estimate of the costs
of reintroducing a test on assets and'income for social security and repatriation service
pensions), Veterans’ Affairs. (589:8m, excluding expenses. relating. to repatriation.
institutions which are recorded under Health), Aboriginal Affairs.($19.7m), and the
Social Welfare Policy Secretariat ($0.8m).

5. HOUSING

The Commonwealth administers a wide range of programs to assist people to meet
their housing needs. Total direct outlays on housing are estimated to increase by 23.1%
in 1983-84 to $911.5m.

1n addition to the outlays included in this function, other assist for housing is
given through:

o recycled funds of the Defence Service Homes. Corporation. (these are not.

reflected in Budget outlays);
® revenue forgone on certain loans made by the C ith at ional
rates of interest, including advances to the States for pubhc housing putposes and
ACT Commissioner. for Housing loans;

* taxation revenue forgone through income tax rebates on mortgage interest pay-
ments and tax deductions-for municipal rates on.the principal family residence
(see Budget Statement No..4);

o the $100m element of the calendar 1983 Wages Pause Program allocated for pub-

lic housing under the Special Empl elated Programs Act 1982 (see
‘Labour and Employment’); and
o outlays classified under other functions, eg suppl ary (rental) assi for

pensioners and certain Social Security beneficiaries, assistance towards
accommodation for the aged and- disabled, crisis accommodation for families in
distréss, assistance to low income persons experiencing exireme difficulty in meet-
ing mortgage and rental payments and certain Aboriginal housing activities of the
Aboriginal Development Commission (see Social Security and Welfare).
The following table identifies Commonwealth expenditure on and provisions for
those outlays classified under the Housing function:

1981-82  1982-83 1983-84

. Actual Actval  Estimate Change
Sm $m Sm Sm %
Public Housing Assistance to the States and
Northern Territory—
LoanAssistance . . . . . . . . . 146.0 2919 346.0' + 54,1 + 185
Repaymentof Principal . . . . . . . 37.8Cr 40.0Cr 430Cr -~ 30 - 14
NetLoans . . . . . « . « . . 108.2 2519 303.0 + 511 + 203
Grants—
Pensioner Housing . . . . . . . . 320 20 320 — -
Aboriginal Housing . . . . . . . 342 342 520 + 178 + 520
OtherGramts . . . . . . . . . 50.0 1207 2700 +149.3 +123.7
TotalGrants . . . . . . « . 1162 1869 3540 +167.1 + 854
Other Grantsto States for Housing . . . 80 55 55 - —
Assistance to First Home Owners e 114.6 150.5. 1225 - 280 = 186
HoutmgLoaniloSuvmpDanks-—Repaymenu 4.6Cr 3.3Cr 09Cr + 24 + 133
Defence Seivice Homes—
InterestSubsidy ., . . . . . ... 41.7 546 63.5 + 89 + 163
Other Outlays (net) . 796 874 550 - 24 -~ 311
Total DefencoService Homes . . . 1213 1420 185 - 235 = 165
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1981-82  1982-83  1983-84

Actual Actual  Eslimate Change:
Sm sm Sm sm %
Housingin the A.C.T.—

Dwellings Built forSaleor Rentat . . . . 7.1 137 124 - 13 - 92
GrossAdvances . . ., . . .. 178 2.7 26.3 - 13 - 47
Community Housing Expansion Program — o 1.0 + 10 na.
Repayment of Principal 26.6Cr 27.2Cr 240Cr + 32 + 118
Sale of Rental Houses - 3.8Cr 66Cr — 28 - 130
Rents from Government Dwellings 229Cr 25.3Cr 258Cr -~ 0.5 - 19
Maintenance of Rental Dwellings . . . . 51 54 73 + 19 + 348
NetOutlay . . . .. . . .. 19.5Cr 9.6Cr 93Cr + 03 + 30
Accommodation forMigrants . . . . . . 04 03 0.6 + 03 + 980
Accommodation for Aboriginals, nec 86 103 13.1 + 27 + 266
General Administration- . . . . . 58 65 5.5 = 1l -~ 16.1
Other Recoveries and Repayments 0.7Cr 08Cr 09Cr — 02 =2r
TOTAL HOUSING . . . . . . 458.3 740.3 911.5 +171.3 -+ 231

Note: n.a.~—not applicable,

PUBLIC HOUSING ASSISTANCE TO THE STATES AND THE NORTHERN'
TERRITORY

Public housing assistance to the States and the Northern. Territory is provided under
the 1981 Commonwealth State Housing Agreement (CSHA) and also under Loan
Council borrowing programs, Total gross payments to the States and the Northern Ter-
ritory for public housing purposes are estimated at $700m in 1983-84 while repayments
of advances are estimated at $43m. Within this total gross amount, the Commonwealth
will provide $500m to. the States and the Northern Territory under the CSHA for'
expenditure on public housing in 1983-84,

In addition, under-arrangements agreed at the June 1982 Loan Council meeting, a
State may nominate amounts from its Loan Council Program for public housing. For
1983-84, a State may nominate funds provided'that it first meets the matching require-
ments under the CSHA for expenditure in 1983-84 on public housing from its-own re-
sources. Such nominated additional amounts would be advanced to the State on rel-
evant terms and conditions applying to other Commonwealth public housing loans (see
below). The States have not yet formally advised the amounts they intend to nominate
under these arrangements in 1983-84. An indicative amount of $200m has. therefore
been included in this function compared with $145.9m nominated for 1982-83. (Any in-
crease or decrease in this amount of $200m will be matched by a corresponding change
in Loan Council funds classified under Function 10A ‘Payments to or for the States,
Northern Territory and Local Government nec’).

Loan Assistance and Grants to the States and the Northern Territory for Housing
under the CSHA

Loan assistance and grants are provided to the States and the Northern Territory
for public housing purposes under the CSHA executed under the authority of the:
Housing Assistance Act 1981, The terms of the current CSHA, which was to operate
for the five years 1981-82 to 1985-86 will apply for 1983-84 but the agreement will be
rencgotiated during the course of the year. Pending renegotiation of the CSHA, the
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Commonwealth will provide $500m to the States and Northern Territory in 1983-84.
The following table sets out the amount and nature of Commonwealth assistance tothe
States and Northern Territory for public housing for 1983-84-compared with 1982-83,

1982-83 1983-84
Actual Estimate

m $m

LOARASSISANGE  + & o o o ¢ = s 4 e s b4 e e e e s v e 146.0 146.0

et e R 320 29

ABOBGINAIS v 4 o e e e e e e e e e e e e e l%% 270‘0

Unlied + + » v v 0 0 o 0 a0 e e e e e e e e e X X

Toldl . v e e e e e e e e e w e e e e e e e e b4t 3329 5000
The main f of the C: Ith’s assil for'1983-84are:

o $146m is to be provided for loan assistance to the States and the Notthern Ter-
ritory in 1983-84, the same asin 1982-83. The loans are repayable overa 53 year
period and carry an interest rate of 4.5% per annum. (Under th_e 'Loan Council
arrangements noted above, the States are able to nominate addmgnnl amounts
for public housing from their Loan Council Programs to be provided on these
Joan terms and conditions.);

$354m is to be provided to the States and the Northern Ten'itory as grants in
1983-84, compared to $186.9m in 1982-83—an increase of $167.1m or 89.4‘?5. In
1983:84, as in 1982-83, grants will be provided for three broad. categories—
pensioners, Aboriginals and untied: grant assistance.. Grants totalling $32m are
earmarked for rental housing assi for pensi Eligible persons under the
pensioners category include those inteceipt of an age, invalid or widow’s pension,,
a supporting parent’s benefit, a special benefit, a sheltered employment allow-

ance, a rehabilitation all in certain ci and some c]a.sses of ser-
vice pension. Grants totalling $52m are carmarked for' Aboriginals in need of
rental housing assi an i of $17.8m or 52.0% on 1982:83. These
grants includ iousl ided under the housing grants

a > t 7 . . . ry
program administered by the D:partmcnt of Aboriginal @ffa\rs Whlch. was incor-
porated into CSHA arrangements from 1 July 1981. Untied grant assistance will
total $270m in 1983-84, up $149.3m or 123,7% on 1982-83.

Under the CSHA, all loan assistance and untied grant assist?nce to the States' and
the Northern Territory is provided on a $1 for $1 matching basis. Sta}e and Territory
expenditures on. public housing and surpluses-arising from the operation of t!ig rental
housing and home purch i programs under the Agreement are eligible for.
such matching,

Theallocation of loan assistance and untied grant assistance between rental housing
and home o hip assist programs is, under the Agreement, determined by eaf:h
State and the Northern Territory. Funds all d to rental assi progr. ass_nst
in providing ional rental assi for low income earners, and may be .apphed
to the-construction or acquisition of housing for rental or sale-and for innoyauve pur-
poses covered by the Agreement, such as thie leasing of dwellings from the private sector
and private/public housing joint ventures. The States and'the Northern Territory have
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the responsibility for the design and conduct of their programs and are free to de-
termine eligibility criteria, provided that assistance.is directed to those in need.. Rental
rebates are provided to allow tenants to pay a rent geared to their income and their fam-
ily circumstances, The Agreement does. not limit the number of dwellings that may be
sold, but all sales by the housing authorities are to be at market value or replacement
cost, and on the basis of cash transactions,

Funds allocated to home ownership assistance programs assist those who are unable
to obtain mortgage finance in the private market. The. Agreement does not impose
specific means tests. or prescribe how assistance is to be provided; instead, each State
and the Northern Territory determines the conditions of eligibility for home purchase

assistance and applies funds to schemes of its own choosing. Assistance to home buyers.

is provided on flexible terms so as to limit concessions, as far as practicable, to the
petiod of real need. Purchasers of housing authority dwellings also have access to loans
from the home purchase assistance program if they are unable to obtain financein the
private market.

Details of the State by State.and Northern Territory allocation of the $146m loan
assistance and the $354m grants in 1983-84 are shown in Budget Paper No. 7, Payments
to or for the States, the Northern Territory and Local Government Authorities,
1983-84.

Other Grants to States for Housing

The States Grants (Housing) Act 1971 provides for housing assistance to the States
by way of grants of $2.75m a year; payable for a period of 30 years, in respect:of the
States” housing operations in each of the years 1971-72 and 1972-73. An amount of
$5.5m is provided in 1983-84 for this purpose. The payments:are in lieu of an interest
concession on funds used by the States for public housing in those years.,

ASSISTANCE TO FIRST HOME OWNERS

The Government undertook a detailed review of housing policy culminating in the
May 1983 tofa ber of designed to assist first home buyers.
and to boost the housing construction industry. Included among those measures was the
decision. to replace the Home Deposit Assistance. Scheme (HDAS) and certain per-
sonal income tax rebates on mortgage interest payments with the First Home Owners
Scheme (FHOS) which will operate from I October 1983,

Home Deposit Assistance Scheme

Home Deposit Assistance Grants are payable, subject to a family income test, to eli-
gible persons to assist with the purchase or construction of a first home that is contrac-
ted for on or between 18.March 1982 and 30 September 1983. For homes contracted.
for before 1 August 1983 grants are payable on the basis of $1 for each $1 of savings.
held.in an acceptable form (such as deposits with savings banks, credit unions, or build-
ing societies). A maximum basic grant of $2500 is payable in respect of savings held for
two.years ending on the contract date. For homes contracted for in August and Sep-
tember 1983 the Government has decided to waive the savings requirement in deter-
mining the basic grant.
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In-addition to the basic grant, the Scheme provides for a family bonus of $500 for
families with.one dependent child and $1000 for. families with two or more dependent
children. )

The maximum basic grant is available to first home purchasers whose family in-
come, in the financial year i diately preceding home purchase, is less than or equal
to 135% of average weekly carnings. Assistance tapers off to cut out at 155% of average.
weekly earnings. . .

Expenditure on HDAS is estimated at $43m in 1983-84 compared with $85.9m in
1982-83, The budget provision for 1983-84 represents the estimated cost of payments
under the Scheme in respect of houses contracted for before 1 October 1983.

Homes Savings Grants

Provision of $1.8m has been made for final settlement of outstandiqg claims under
the Homes Savings Grant Scheme which: was replaced by HDAS with effect from
2 June 1982,

Mortgage Interest Rebates.

As announced in the May 1983 Economic Statement the Government has decided:

o to terminate, with effect from 1 July 1983, the gencral Housing Interest Income
Tax Rebate Sch ilable to all ho! paying in excess of 10% p.a.on
housing loans on. their sole or principal residence, Savings in 1983-84 were
estimated at $50m rising to $175m in 1984-85; and

o toterminate, with effect from I October 1983, access to the March. 1982 Housing
Interest Income Tax Rebate Scheme which provided rebates over five years to
first home owners: First home owners receiving benefits under the heme at 30
September 1983 will continue to receive benefits if 1982-83 taxable income meets
the income test to apply under FHOS. Savings in 1983-84 were estimated at $30m
risingto $155m in1984-85 and $190m in 1985-86.

First Home Owners Scheme

The First Home Owners Scheme will come into effect in respect of a first home that
is contracted for on or after 1 October 1983. .

Benefits are payable subject to the same family income test as currently applics
under HDAS and described in that section; they are not subject toa savings test.

Eligible first home buyers will' have a choice as.to the form of assistance they re-
ceive. They may elect to receive a subsidy towards mortgage repayments over five years
or they may choose a lump sum payment in the first year with sm.aller su.bsxdy payments.
over the first five years of home ownership. The.maximum subsidy available under tl.le‘
Scheme will be $7000 for eligible first home buyers with-two or more dependent chil-
dren, $6500 for those with one dependent child or $5000 for those without dependent
children.

Outlays in 1983-84 are estimated at $77.7m in respect of an estim?ted 37500 first
home buyers. In 1984-85' the Scheme. is estimated to cost $l65|‘n‘ (1.n respect of an
estimated 87 500 beneficiaries) rising to $190m (137 500 beneficiaries) in 1985-86.
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HOUSING LOANS TO SAVINGS BANKS—REPAYMENTS

Under the Banks (Housing Loans) Act 1974, loans of $150m were made to savings
banks and certain other banks to provide a short term stimulus to activity and employ-
ment in the home building industry. By 30 June 1983, all but three of the cleven par-
ticipating banks had. fully repaid these loans. Repayments in 1983-84 are estimated at
$0.9m. The balance of $0.9m expected to be outstanding at 30 June 1984 is scheduled
for repayment in 1984-85,

DEFENCE SERVICE HOMES

The Defence Service Homes Scheme assists former and serving-members of the
Defence Forces and certain other cligible persons to acquire a home by providing low
interest loans. The maximum loan is $25 000, The first $12 000 is available to borrowers

at an annual interest rate of 3.75%, the next $3000 at 7.25%, and the remaining $10 000

at 10%. Applications for loans to purch isting homes are currently subject to a ten
month waiting period.

Total expenditure on. Defence Service Homes loans is estimated at $134m in
1983-84, compared to $152.5m in.1982-83. The decrease in estimated expenditure is the
result of a reduction in the ber of expected loan settl in.1983-84 compared
to 1982-83. In 1982-83, 6353 applications were received for loans compared to 7303 in:
1981-82. The expenditure in 1983.84 is expected'to be fi d as follows:

(a) from Non-Budget Sources—

® $71m from. reg of principal retained in the Defence Service Homes
Trust Account for re-lending;
(b) from the Budget—

® $13m excess payments by borrowers available to the. Defence Service Homes
Trust Account by way of the Special Appropriation under Section 39C of
the Defence Service Homes Act 1918;and

® $50m by way of capital appropriation from the Budget.

In 1983-84 $15.3m is being provided for the Defence Service: Homes Corporation’s.
salary and administrative expenses (excluding rent).

An interest subsidy estimated'at $63.5m will be appropriated to the Corporation in
1983-84, compared to $54.6m in 1982-83. The intersst subsidy refiects the extent to
which interest charged to borrowers of Defence Service. Homes loans falls short of the
interest payable to the C ith on' the Corporation’s capital. Interest receipts
from the Corporation estimated at $131m in 1983-84 ($114.9m in 1982-83) are
recorded in the estimates of receipts (see Statement No. 4).

A capital repayment in 1983-84 of $9.5m is estimated to be made from the Defence
Service Homes Trust Account to the Consolidated Revenue Fund reflecting the pro-
ceeds of sales of surplus land holdings. Repayments in 1982-83 amounted to $2.7m. The
Corporation has surplus land holdings as a-result of phasi g out its estate develop
and construction activities.

Receipts in 1983-84 in respect of excess payments by borrowers are estimated at
$14m. In 1983.84, $13m of these and previou§ years' excess payments are expected to
be paid to the Defence Service Homes Trust Account to meet Je<n repayments, A
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further $1.5m is expected to be used for other purposes specified in the Defence Service
Homes Act, such as to meet borrowers’ commitments for rates, repairs and other
improvements,

Receipts from the Corporation in 1983-84 for administrative fees and recoveries are
estimated at §2.2m.

HOUSING IN THE AUSTRALIAN CAPITAL TERRITORY

Dwellings Built for Sale or Rental

Expenditure on construction and upgrading rental dwellings is estimated to be
$12.4m in, 1983-84, down $1.3m on 1982-83, The reduction is due to the program of
‘spot purchase’ of privately owned houses to add to rental stocks in 1982-83 at a cost of
$2.2m being suspended in 1983-84. H construction of 450 new houses and 50
new aged' persons units will be commenced in 1983-84 (266 and 34 respectively in
1982-83).

Gross Advances
Expenditure under this heading includes loans under the ACT Commissioner for
Housing Loans Sch to tested appli as well as loans to public servants

compulsorily transferred to the ACT and Queanbeyan (NSW), Eligible welfare appli-
cants receive concessional interest rate loans; the interest rate is 5.75% in the first year,
increasing annually by 0.5% until it reaches the C wealth Savings Bank Housing
Loan rate. A total of $26.3m is'expected to be available for such loans in 1983-84 com-
pared to $27.7m in 1982-83, Of this proposed expenditure $22.4m is for loans under the
ACT Commissioner for Housing Loans Scheme ($24.9m in 1982-83), comprising a
$15m Budget appropriation and $7.4m in funds recycled through the ACT Housing
Trust Account. The balance of $3.9m is for loans to public servants compulsorily trans-
ferred to Canberra (82.7m in 1982-83) and is provided from Budget appropriations. An
estimated 800 loans will be provided in 1983-84 urider the Commissioner for Housing
Loans Scheme, including some 206 loans to meet outstanding commitments under the
former Commonwealth of Australia Mortgage Scheme which, until abolished in 1982,
provided a separate avenue for purchase of government houses by tenants, This com-
pares with 874 loans under the two schemes in 1982-83.

C ity Housing Expansion Program

An amount of $1m is being allocated for the first time in 1983-84 under this heading
to allow a wider range of housing opportunities to be pursued. The funds will be avail-
able, for example, to facilitate the establishment of community housing cooperatives,
the provision of publicly funded boarding houses to be operated by community based
groups, and joint funding schemes by Government, private interests and other non-
profit organisations.

Repayments of Principal

This item comprises repayments of principal in respect of loans provided for the
purchase of private and Government dwellings in the ACT. The reduction.of $3.2m in
this item mainly reflects an expected reduction in the number of carly discharges of
mortgages.
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Sale of Rental Houses

This item includes revenue from the sale of Government houses to-tenants in the

ﬁg’;‘ ;;\d s based on 160-expected sales in 1983:84, There were 184 houses sold in

Rents from Government Dwellings
This item comprises receipts from rental of government dwellings in the ACT,
Maintenance of Rental Dwellings
Qutlays under this heading are for repairs and maintenance, servicing and caretak-
ing of Government owned houses and flats in the ACT.
ACCOMMODATION FOR MIGRANTS

.'l'hi‘s heading covars expenditure on minor warks, new and replacement plant, and
major items of equipment required.in the operation of mi centres and migrant
transitory flats, Outlays have been.increased'in 1983-84 primarily for urgent and esseq-
tial minor works, ‘

ACCOMMODATION FOR ABORIGINALS, NEC

Apart from a small non-recurring payment in 1982-83 to. the Aboriginal and
Islander Housing Pane! Incorporated, the only expenditure included under thisheading
is that in respect of Aboriginal' Hostels Ltd which will receive $13.1mvin 1983-84, The
company now funds the operation of 120 hostels providing 2990 beds,

The Aboriginal Development Commission administers housing loans and grants
programs far Aboriginals and Aboriginal housing associations. Payments-to the ADC,
which is expected to spend $43m on these housing, programs in 198384, appear under

the functional heading Social Security and Welfare—‘Aboriginal Advancement
Programs nec',

GENERAL ADMINISTRATION

Outlt_\ys of $5.5m. under this heading provide mainly for the administrative costs of
the housing function of the Department of Housing and Construction,

OTHER RECOVERIES AND: REPAYMENTS

Included .in; this item are principal repayments from the Northern. Territory
Government in respect of previous Housing Commission advances and of staff housing

tlrs;l;mssferrcd by the Commonwealth to the Northern Territory Government from. | July
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6. URBAN AND REGIONAL DEVELOPMENT NEC AND THE.
ENVIRONMENT

The Budget provides $148,3m for activities covered by this heading in 1983-84, an
increase of $22,3m or 17.7% on 198283, The increase is mainly due to the recommen-
cemont of major land servicing by the National Capital Development Commission
(NCDC)'in the ACT and expenditure on the improvement and maintenance of Abor-
iginal community facilitics,

1981.82 1982.83°  1983.84

Actuat Actual  Bstimate Change
sm $m $m Sm ®
Urban and Regional Development nec—
Growth Centses (net) e e e 22 N5 ns + 4.1 +12.2
Decentealisation Asslstance (net): , . . . 1.6 01 27Cr - 28 na.
Urban Rehabitiation(net). + . . . . 05 35 10 ~ 26 -125
Land' Commislons/Urban Land Councils
ety v e e e 24.5Cr 39Cr 08Cr 4+ 32 +799
Urban Flood Mitigation . , . . . . 3y A6 ol -~ 4.5 =978
Other Urban Development and Amenitles 30.2 M6 56.. +21.6 +624
Total Utban.and Regional Development
L A 43.3 723 91.3 +18.9 +262
Protection of the Envisonment . , . . . 52 9.7 128 + 32 +327
Sewerage and Garbage (net)—
Special Payment to Western Australin . . - 121 79 - 42 34,7
OtherOullays . . « v v v 4 v v 42 40 46 + 03 +173
Generat Administeative Expenditure (net) 248 280 T + 3.8 +134
TOTAL URBAN- AND' REGIONAL
DEVELOPMENT NEC AND THE
ENVIRONMENT . , . , . . . 7.8 1260 148.3 +22.3 +17.7

NOTE: na—nol applicable

URBAN AND REGIONAL DEVELOPMENT NEC

This heading covers outlays related to urban and regional development which are
not classified to other functions. It includes assistance for the Albury-Wodonga growth
centre, general decentralisation assistance, urban rehabilitation and development,
urban flood mitigation and direct expenditure on development in the'ACT,

Growth Centres (net)

The C Ith. will provide no loans for growth centres in 1983-84, As a
consequence, and apart from repayments (of $83 000) in respect of loans previously
provided to New South Wales and. Victoria for icipal works; assi provided
for growth centres consists of capitalised interest on past advances to the States for the:
Albury-Wodonga, Bathurst-Orange and Macarthur growth centres, The capitalised
interest provisions rep ional ad to the States which are offset by
equival ional receipts from the States, The latter are recorded with ‘Other
1 Receipts’ in St No. 4. The notional ad indicate the extent of the
concession actually afforded to the States by the deferment of interest payments.
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Tn addition, a grant. of $04m~—tecorded as part of the General Administrative
Bxpenditure item—is provided to mest the Commonwealth's one-third contribution
t,olwaridn ‘9213 administrative expenses of the Albury-Wodonga Development Corpors
atlon in 1983-84.

Decentralisation Assisiance {net)

The Regional Development Program was inteoduced in 1977-78 to provide assiat
ance of a capital nature to State, local government and community bodies, and private
fims pursuing manufacturing and testiary activities, in selected non-metropalitan
centres, It was terminated: in- 1981, Total financial assistance allocated under the
program amounted to $36,3m for 79 projeats, An amount of $1.5m is provided in
1983-84 to meet the carryaver of commitiaents in tespect of assislance approved befare
the termination of the program.

Repayments of, and interest teceipts from, loans made wnder the program will
continue for some years, Repayments during 1983.84 are estimated at $4.2m, (Intecest
receipts from the loans are catimated at about $2.1m.in 1983-84 and ave recorded with
‘Other Interest Recelpts® in Statoment No, 4.)

Urban Rehabilitation (et)

Estimated expenditure in 1983-84 an the Glebe Bstate comprises $1m.for the con-
tinuation of rehabilitation work and $0,9m for maintenance and administration costs.
Income {rom rent is estimated at $1.2m.

Undera 1974-75 agreement, \he Commonwealth undertook te provide grants of up
1o $17m to New South Wales for the acquisition of 3.2 heotares of land in the
Woolloomacloo Basin of Sydney and for planning and site development. Total pay-
ments to the State amounted 10 $16.3m at the end of 1982-83, and a final payment of
$0.7m is provided for in the 1983-84 estimates.

The agreement also provides for the State to make payments to the Commonwealth
in respeet of each unit of public housing produced and for the payment of receipts from
any part of the property that ia not retained for public housing, Such recaveries had
amounted to $2.9m by the end of 1982-83 and further tecoveries of §0.2m have been al-
lowed for in 1983-84,

In 1974 the Commonwealth advanced: $1.5m to Vietoria to acquire, for rehabili-
tation, the. Emerald Hill estate in South Melbourne, Repayments commenced in
1978-79 and are estimated to amount (0 $0,2m in 1983-84.

Land Comunissions/Urban Land Couneils. (net)

Unglor & program ¢o cod in 1973-74, Commonwealth asst was provided
10 soveral States for land acquisition, servicing the tand acquited (where costs were not
met from normal government subventions) and. urban renewal aud redevelopment
This program was terminated in 1977:78,

The South Australian and Victorian Governments have reached agreement with
the Commeonwealth to make lwmp sum payments over a number of years in settlemont
of loans provided in eatlior yoars for assistance to the South Australian Land Com-
mission and the Viotorian Utban Land Coungil/Urban Land Authority respectively.
Payments totalling $11.5m were received in 1982-83, Receipts in 1983-84 are estimated
at $9.5m, but will be partly offset by $8,7m capitalised interest on loans provided to
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ather States in 1977:78 and carller years. (As described under ‘Growth Centres' above,
these capltalised intereat provisions represent notional advances to the States and are
matohed by equivalent notional receipts shown In Statement No, 4.)
Urban Flood Mitigation

The Commonwealth contributed $4.6m in 1982-83 for urban fload plain manage-
ment (lncluding works) under the National Water Resources Program, including
$1.3m to Now Sauth Wales, $1.1m to South Australia, $0.9m to Victorla, and $0.9m to
Queensland, The amount of any funds for urban flood mitigation works in 1983-84 will
dopend an allocations to be made for individual projects under the National Water Re-
sources Program. Pending allocation to individual projects these funds aye olassified
under *lrrigation and Other Pastoral Water Projects’ in the function ‘Industry Assist-
ance and Development’, -

Other Urban Development aud Amenities

This item includes $11m allocated under the Aboriginal Public Health Improve-
ment Program (APHIP) as the third annual provision in respect of a $50m: five-year
program.to improve Aboriginal environmental health; a total of $18.5m was provided
far this program in 1981-82 and 1982-83, The APHIP is concerned mainly with the pro-

'viston of clean water and sewerage for Aberiginal communities on a priority of needs

basls, and the-atlocation ineludes direct payments to- Abariginal communities and pays
ments ta the States and the Northern Territary for these purposes, Tolal expenditure
under this heading on programs for the impravement and maint, of Abariginal
community amenities-in 1983-84 will be of the order of $34.8m ($24.5m in 1982-83),
comprising payments to the States and the Nerthern Terdltory of $9.4m and direct pay-
ments to Aboriginal communities of $25,4m,

An amount of $19.3m is provided in 198384 principally for residential land dovel-
opment, underground eleotrioity mains, pravision of street lighting and footpaths as
well as sesvicing of commerclal and industrial sites in the ACT. The increase of $10.3m
is mainly due to the recommencement of major land servicing by the NCDC in the
ACT, The tota! estimated cost of major land servicing projects proposed for com-
mencement in 198384 is §25m, of which $5m will be spent in 1983-84,

An amount of $1.4m.is provided in 1983-84 for a planning exereise in respect of 8
program of urban improvement at the local government level.

PROTECTION OF THE BNVIRONMENT

An amount of $12.8m is belng provided in 1983-84 for purposes related to the pro-
tection of the enviroment—an increase of $3.2m on 198283 expenditure, The net in-
crease takes account of reduced allocatlons for some programs reflecting significant
non-recurring expenditures, Support for the operations of the Supervising Scientist and
the Alligator Rivers Reglon Research Institute is being incroased by $0.5m in 1983-84

to $3,6m to allow continuation of the development of envi tal protection ser-
vices in the-vegion, Funds for capital works and services have, however, been reduced
by $1.8m in 198384 reflecting the non-recurring purchase of housing datlon
for staffin 1982:83,

1§



The: largest increase under this general haading:relates {0 the continuation of the
program for the rehabilitation-of the former wranium mintig stte at Rum Jungle to be
undertaken by the Northern Tercitory Government at a ookt of $3.3m in 1983.84
(30.8m was provided for this purpose n 1982:83). Tnereased funding s also being pros
vided Lo establish. an environmental conlaminants program ($0.5m) and to provide
matehing support for conservation organisations ($0.6m).

Other cutlays in 1983:84 under this heading are for the continuation of the Nationat
Tree Program ($0.5m), eoastal survelllance of the Great Barrier Reef reglon ($0.4m)
t(l;\(\; :;‘qr)me operations of the Baseline Al Pollution Menitoring Statlon in Tasmania

.3m).

SHWRRAGE AND GARBAGR (NRT)

Spectal Payment to Western Australia

The Commonwealth has undertaken to provide $20m to Weatern Australia towards
the cout of construction of a sewerage pipeline in the Cockburn Sound area from Wood-
man Polnt to the sea ot Cape Peron. An amount of $12.1m was provided in 1982.83
with the remaining $7.9m to be provided in1983.84,

Other Qutlays

A netamount of $3.8m is included in 1983.84 for the provision of sewerage, garbage
and drainage Tactlities and services in the ACT\ The increase of $0.8m on 1982:83
expenditure is largely attributed to the extension of garbage services to the newer sub-
urbs of Canberra and to contract, wage and {wel cost rises,

Repayments of $1.1m in respect of loans provided 1o the States in earller years
undler a former program of assistance for sewerage works are offset against outlays
under this heading,

GRNERAL ADMINISTRATIVE BXPENDITURR

The major components under this heading are the administrative expenditure of the
Natlonal Capita) Development Commission ($13,1m) and consultancy fees payable by
the Commission for investigation, design and construction purposes ($13m). Also in-
cluded is that component of the administrative expenditure of the Department of
Home Aftairs and Bnvironment which can be identified as relating to the environment
($3.2m) and the Commonwealth's contribution, mentioned earlier, to the running costs
ofthe Albury-Wodonga Development Corporation ($0.4m),

7. CULTURE AND RECREATION

Provisions-for the support of eultural and recreational activities are budgeted to ins
crease by 14,6% from $523m In 1982:83 10 $399.2m in 1982.84,
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Broadeasting and Television

Total outlays by the Commonwealth on broadeasting and television services are
estimated at $391, tm in 1983-84, an increase of §33.6m or 9.4% on 1982.83,

Australian Broadcasting Corporation

The Budget provides for a total of $288,8m to be paid to the Austratian Broadeasts
ing Corporation (ABC--until 30 June 1983 the Australian Broadeasting Commission)
in 1983:84, comprising $280:2m for domestic radio and televislon services and $8.6m
for Radio Australia,

Of the amount to be provided to the ABC for its domestic radio and television sor«
vices, and for its other general activities including the maintenance of the ABC orches-
tras. and. the various merchandising activities.of the ABC, $260.9m I8 for aperationnl
purposes and $19,3m for capital expenditures, Actual expenditures in 1982.83 for these
purposes were $246,4m and $14.4m, respectively, The proposed increase of $14.5m in
operational expenditures by the ABC in 198)-84 shouldi after allowing for cost ine
oreuses, enable the ABC to expand or improve il existing levels of activity. An amount
of $1m has been provided for the developinent of more ially orlented
ing and financial reporting systems in the ABC, as recommended by the Dix Comumitiee
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of Inquiry into the ABC, as well as $0.4m to moet the initial operational costs associated
with the planning and instailation of computer controlled switching equipment (at an
estimated total cost of $3.8m).to enable the-ABC to use the national communications:
satellite system for program distribution when that system becomes operational in
1985, The estimated increase of $4.9m in capital expenditure by the ABC in.1983-84
will allow for i d purchases of technical equi as well as for the purchase of
asite in Hobart for a proposed new radio/management complex ($1.2m), an upgrading
of ADP fucilities ($1m), the commencement of work on a second regional radio net-
work ($0.2m) at a total estimated capital cost of $34.4m, and $0.1m for further feasi-
bility studies into the. rationalisation of. the: ABC's dation requi in
Sydney,

The amount to be provided for Radio Australia in 1983-84 consists of $8.4m for op-
crational purposes and $0.2m for technical equipment, The corresponding figures in-
1982-83 were $8.3m and $0.9m respectively. The reduction for technical equipment
reflects the completion of engineering installations in the new Radio Australia complex
at East Burwood, Victoria.

An amount of $4,1m was provided to the ABC in 198283 in connection with its role
as Host Broadcaster at the 1982 Commonwealth Games in Brisbano, bringing the total
funds provided to the ABC for that activity since 1979-80t0 $18.9m,

Operation and Maintenance of Australian Broadeasting Corporation
Transmitters

The Government has announced that the Australian Broadcasting Corporation will
own and control its transmitters within national transmitting stations. New transmit-
ters will still be provided by the C Ith but, once they are ready to broadcast,
ownership will be vested in the ABC. Responsibility for national transmitting stati
and associated facilities will remain unchanged, although there will be flexibility to
transfer some transmitting stations to the ABC's control in future.

The operation and maintenance of national transmitting stations will continue to be
carried out by Telecom under contract to the Commonwealth, An amount of $43.9m
has been provided for payment to Telecom for this purpose in 1983-84, Revenue of
$1.7m in'1983-84 is expected from leasing charges for the shared use of technical facili-
ties at national transmitting stations by commercinl operators, and from the sale of
assets.

Special Broadcasting Service

‘The Budget provides $33.7m for the Special Broadcasting Service (SBS).in 1983-84,
compared with $28.9m in 1982-83, From this allocation, together with cash on hand'
and income from sale of sub-titled television programs, the SBS expects to spend
approximately $2.4m on corporate management, $6.7m on ethnic radio and $24.9m on
multicultural television (comparable figures in 1982-83 were $2m, $6.3m and $20.6m).
After allowing for cost i , these are expecled to enable the existing eth-
nic radio stations 2EA and 3EA, as well as the Channel 0/28 multicultural television
services in Sydney and Melbourne, to be maintained at about the same levels of activity
asin 198283, The estimates also provide for the existing multicultural television service
to be extended to Canberra and its environs towards the end of 1983, Preparations are
being made to extend that service to other capital cities in due course, The SBS expects.
to spend an amount of $0.65m in 1983-84, the same level as in 198283, on grants to cli-
gible public broadcasting stations which it ethnic radio prog
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Provision and Installation of Transmitters

The Budget ailocation for 1983-84 represents. an increase of $4.6m (47.8%) on
1982-83 expenditures and provides $7.5m for the upgrading and extension of the ABC
network in country areas, including $1m for the commencement of work to convert cer~
tain national transmitting stations from dependence on terrestrial links to use of the
national communications satellite system for the distribution of ABC radio and tele-
vision programs in future (at a total estimated cost of $4.5m) and $0.5m for a scheme to
provide ABC radio and television programs to remote and underserved communities
which do not currently receive these services either due to rugged terrain or because.
they are outside present service areas (total expenditure on this scheme is estimated to
be $6.1m). The Budget also provides $5,.8m to complete the rehabilitation of the Radio
Australia transmitting facilities at Cox Peninsula, Darwin, and the installation of trans-
mitters at Radio Australia stations at Shepparton, Victoria, and Carnarvon, Western
Australia. An amount of $1m is provided for the extension of multicultural television to
Canberra and its environs in 1983.84,

Regulation of the Broadcasting Industry

Anamount of $4.4m has been provided for the Australian Broadcasting Tribunal to
enable it to conduct public inquiries into the granting and/or renewal of commercial
and public broadcasting station licences and to carry out other functions under the
Broadcasting and Telévision Act 1942 relating to the regulation of radio and television
broadcasters.

Planning of Broadcasting and Other Related Expenditure, nec

The: Department. of Communications is responsible for policy matters concerning
radio and television services in Australia, including the examination of technical issues
relating to the adequacy and location of national, ial and public broad: 2
stations. Expenditurc by the Department on these functions is estimated.at $7.7m in
1983-84, compared with actual'expenditures of $5.6m in 1982-83, The 1983-84 estimate
includes $0.6m to help reduce. the current backlog of broadcasting applications and
related planning proposals, $0.4m for the proposed second ABC regional radio service
and $0.3m. for station. planning under the remote. and underserved communities
scheme. A total of $0:3m has.also been provided for the public broadcasting sector,
including a special non-recurring grant of $0.1m to the Public Broadcasting Association
of Australia to enable it.to explore the feasibility of establishing a Public Broadcasting
Foundation which might attract significant funding from the private sector.

ing

Libraries

The 1983-84 provision of $21.8m for the operating expenses of the National Library
of Australia includes $12.3m for salaries.and related costs-and $4.4m for acquisition of
library material.. The material planned for purchase by the. Library includes a wide
range of books and periodicals, films, pictorial material, maps, sound recordings, music
scores and manuscripts. Copies of Australian: publications are also lodged' with: the
National Library under the requirements of the Copyright Act 1968.

Development of the Australian Bibliographic Network will continue during
1983-84. The Network is now operating in alf States and Territories and enables on-line
consultation of the Library’s. cataloguing information. and the location of library
material by participating libraries throughout Australia.
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Extensions to the National Library were commenced in 1982-83. Their total
estimated cost is $12.6m and expenditure in 1983-84 is estimated at $4,5m, compared
with $0.4m in 1982-83, during which year construction commenced.

Also included in this category is $0.9m for the non-salary opetating expenses of the
Canberra Public lernry Service (CPLS). Expenditure oh salaries and overtime by the
CPLS is included in the Department of Territories and Local Government's
administrative votes under the function General Public Services—'Administrative
Services’,

Australian National Gallery and Collection

The Gallery was oﬂicmlly opened on 12 October 1982 by Her Majesty the Queen,
The ion was tel 1 and broad to an audi of neatly two. million
Australians. Since opening day well over half a million people have visited the Gallery,

The Gallery’s allocation for'1983-84 is $13m  ($15.4m in 1982-83) including $9.4m
for salaries and administrative and operating expenses and $3.6m for acquisitions to the
National Collection. The higher provision.in 1982-83 reflected the costs of fitting out
and furnishing required before the official opening.

In addition, following strong public support in its first 9 months, the Gallery
estimates that it. will receive. gross revenue of $3m from its commercial activities
(publications and Gallery Shop, admission charges, membership and corporate
support). Net proceeds from admission charges are applied to acquisitions for the
National Collection.

Capital expenditure on the Australian National Gallery is estimated to decline to-

50.2m in 1983-84, compared with $2.7m in 1982-83, reflecting the completion of major
construction..

Film Industry Development

The Australian Film Commission assists the local film industry by providing equity
capital and loans for the production, promotion and distribution of Australian films
and television programs. Grants are also provided to encourage script-writers and to
assist in the devel of new proji

The provision of taxation concessions for the film industry has resulted. in the
Australian Film Commission reducing its loan and investment support for films in
recent years, and increasing its involvement in marketing and developmental activities.
The Government. has decided to reduce the gencrosity of taxation concessional
arrangements (see Budget Statement No.4) but to increase direct assistance by
providing an additional $5m in 1983-84 to the Commission for increased activity on
loan and investment support. This is reflected in the provision of $12:6m in. 198384 for
the purposes of the Commission (an increase of 86.5% on 1982-83). Cash balances and
general revenues estimated at $1.8m are also expected to be available for the purposes
of the Commission in'1983-84,

Assistance to the Arts

The Australia Council administers the Commonwealth’s major programs of
assistance to the arts through Boards responsible for theatre, community arts, music,
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literature, Aboriginal arts, crafts, design and visual arts. These programs include
assistance for the Australian. Opera, the Australian Ballet and the Australian
Elizabethan Theatre Trust Orchestras.

The total allocation for the Council in 1983-84 is $37.9m (an increase of 12.8% on
1982-83). The allocation includes a provision of $2.5m over and above real ongoing
funding levels, which is expected to give the Council the flexibility to redirect
expenditure on the Arts more towards community activities, in line with Government
policy.

The Public Lending Right scheme is expected to cost $1.6m in 1983-84. Under this

hors and publishers of Australian books are compensated for loss of income.
in cases where fifty or more copies of an eligible book are available for loan from public
tibraries. The provision for 1983-84 includes an increase of 10% in the rates of payment
to authors and publishers.

Artbank, which acquires works of art from Australian artists for placement on hire
in public places, is to be provided with $0.5m in 1983-84 including an amount of $0.4m
for the acquisition of works of art,

A payment of $0.2m witl be made in 1983-84 to the Australian Ballet Development
Fund as the second and final instalment of the Commonwealth's contribution of $0.5m.
towards a permanent building for the Australian Ballet in Melbourne:

War Memorial

In 1983.84 an amount of $6m ($5.5m.in 1982-83) is provided for the operating costs
of the Australian War Memorial including provisions for continuing upgrading of
exhibition areas, maintenance of collections and $0.3m for acquisitions.

In 1982.83 a start was made on. a three stage program of upgrading the War
Memorial building with a view to having all works completed by 1988 in time for
Australia’s Bicentennial celebrations. Expenditure in 1983-84 on these works, which
include alterations to the main entrance to improve reception facilities, is estimated at
$2.5m. This amount also provides for design. work on the second stage (including
enlargement of the existing aircraft hall),

Museum of Australia

An amount of $im ($0.6m in 1982-83) is provided for the 1983-84 costs of the
Museum of Australia Interim Council and secretariat, and for acquisitions.

The proposal for the establist of the Museum of Australia, as contained in the
Interim Council’s Report “The Plan for the Development of the Museum of. Australia’,
was accepted- in' principle by the. Government on 23 May 1983. An 88 hectare site
adjacent to Yarramundi Reach at the western end of Lake Burley Griffin has been set
aside for the Museum and approval has been given for the National Capital
Development Commission (NCDC) to proceed with the design of a building.

Expenditure on capital works for the Museum is estimated at $1.4m in 1983-84
compared to $78 000'in 1982-83, refiecting progress on the construction of the storage
repository at Mitchell, ACT.
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Archives

In 1983-84 an amount of $11.9m is provided to preserve and maintain archival
material of national significance or public interest. Included in the 1983-84 provision is
$0.5m for the commencement of a ten year stnsed program designed to-computerise

many of the Australian Archives' p

Youth, Sport and Recreation
An amount of $41.2m is provided under this heading in 1983-84, compared with
$28.1m in 1982-83; an i of 46,9%. Provisions for assi in 1983-84 include
the following:
® $2.8m for the continuing establishment and administrative costs of the
Department of Sport, Recreation and Tourism;
® $8m to provide assi ona$for$ hing basis to the States and Territories
for the development of international standard sports. facilities. This is part of a
total $25m program; commenced in' 1980-81, of which $8.5m has already been
provided. $4.9m was provided in 1982-83;
$6.8m for sport and recreation programs ($3.7m in 1982-83) under which
assistance is provided:
- to national sporting bodies for. administration, coaching and other activities
such as participation in international competition;
- for sport and recreation for the disabled;
« for continued secretarial support for the Australia Games Foundation; and
- for national recreational organisations to encourage recreational activities and
to contribute to the development of the C wealth's ional and
fitness policies;
$0.9m special assistance as the final instalment of the $1.4m being made available
for teams preparation for the 1984 Olympic Games;
$5.4m for the operating expenses of the Australian Institute of Sport (AIS)
($4.5m in 1982-83) which provides potential top class Australian sportsmen and
sportswomen with access to specialised coaching programs while allowing them
to pursuc their studies and carcers. An.amount of $0.2m has been provided in
1983-84 for the expansion of the: Institute’s activities to include hockey as a
designated sport to be located in Perth, WA. This will increase the number of
Institute sportsto 11;and
$10.2m for expenditure by NCDC on facilities at the National Sports Centre at
Bruce (ACT), an increase of $2m on 1982.83, $8.9m is to be spent in 1983-84 on
continued construction of the indoor sports training facilities and arenas for the
AIS that were commenced in 1982-83; a further $1.3m expenditure is estimated
on the commencement of construction on residential accornmodation for AIS
athletes, administrative and sports science buildings for the AIS, and upgrading
of the National Athletics Stadium (total estimated cost of $19m).
Also included in 1983-84 under this item are $1.1m for assistance to youth
g ions and international youth exchanges, $0.8m for grants-in-aid to life saving
bodm and $2.9m for grants-in-aid to Aboriginal communities and groups for cultural,
recreational and sporting activities.
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Other Cultural Organisations

Outlays under this heading in 1983-84 are estimatcd at $9,7m, compared with
§4.9m in 1982-83, The increase mainly reflects:

¢ an increase of $1.9m to $4.4m in 1983-84 for the operating expenses of the
Australian Bicentennial Authority which was established to prepare for the
Australian. Bicentenary celebrations in 1988, This, together with funds already
held by the Authority, provides for total expenditure in 1983.84 of $4.8m
compared with expenditure of $3m in 1982-83; and

¢ amounts of $2.4m and $0.9m as further part payments of total grants of $5m and
$2m respectively towards preparations for sesq y celebrations in
Victoria.and South Australia. Final payments of $2.5m and $0.9m respectively
are expected to be made in 1984-85,

Other provisions under this heading include:

® $0.5m for the Australian Children's Television Foundation, a private company
limited by guarantee that was established-early in. 1982 with the assistance of the
Commonwealth ($0.2m in 1981-82 and $0.5m in 1982-83) and some States to
encourage the development, production and broadcasting of quality televisi
programs for children. The C alth has itted a total of $1.5m in
support over'a period of three years ending in 1984-85, after which period the
Foundation is expected to be self-supporting;

¢ grants totalling $0.5m for the National Trusts;

¢ $0.4m for the observance of Australia Day; and

» administration of the Historic Shipwrecks Act 1976 ($0.1m) under which funds
are provided for rewards as and when approved, for servicing the
Australian/Netherlands Committee on Old Dutch Shipwrecks and for
undertaking recovery and protection of historic shipwrecks and relics.

Wildlife and National Parks

An amount of $14.2m is provided in 1983-84 (compared to outlays of $10m.in
1982-83) for wildlife conservation and management and the development of (marine
and terrestrial) national parks. The 42.7% increase reflects greater activity by the
Australian National Parks and Wildlife Service (ANPWS) and the Great Barrier Reef
Marine Park Authority (GBRMPA).

Outlays for the GBRMPA are planned to increase by $1.4m. (48.5%) in 1983-84 and.
reflect the Government's decision to continue the acceleration of the declaration and
zoning of sections of the Great Barrier Reef Marine Park. Increased funding is also
being provided to meet the Commonwealth's share of costs for day-to-day management
of the Capricornia section and the newly established Cairns/Cormorant Pass section of
the Park. A total amount of $8.9m is being provided to the ANPWS in 1983-84 (an
increase of $2.9m) including $2.9m for the development and operation of the Kakadu
National Park in the Northern Territory and $1.2m for payment to the Northern
Territory Government for the operations and management of the Uluru National Park.
Funds have also been allocated to meet the Service's responsibilities for whale
protection and for activities' required under the Wildlife Protection (Regulation of
Exports and Imports) Act. 1982,
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National Estate

Anamount of $2.8m is provided in 1983-84 ($2.2m in 1982-83) to finance progrzms
of assistance lo the States and the Territories for the restoration, preservation and
improvement of buildings and areas of specialsignificunce. In addition, $1.2m is to be
provided to the Tasmanian Government on a $2 for $1 matching busis for the fifth year
of a seven-yeur progeam to restore and dovelop the Port Arthur region, The cost to the
Commonwealth of this program is currently estimated to be of the order of $6m over
the seven-year perfod.

Australian Heritage Commission

The Australian Heritage Commission is responsible for the identification of plucés
of Nationul Estate significance and for providing advice on meusures for their
protection. An amount of $1.2m is provided for the operational costs of the

Commission in 1983-84, an increase of 58% on the Commission's expenditure in.

1982-83 ($0.8m).

Cultural and Recreational Activities in the ACT, nec
This heading covers the net cost of construction and mai of parks, gt

and. reserves, as well as the provision of assistance for cultural, recreational and'

community uctivities in the ACT (including Jervis Bay). The increase is mainly due to
an increase of $1.2m in grants made to cultural, recreational and community
organisations from the ACT Community Development Fund.

8. ECONOMIC SERVICES

This category covers the various economic services and forms of economic
assistance provided by the Commonwealth to industry and the community generally. It
includes the provision of economic infrastructure, the regulation of private sector
economic activity and more direct forms of Government participation in economic
activity,

A. TRANSPORT AND COMMUNICATION

The following table shows the Commonwealth’s expenditure for transport and
communicationi purposes in 1981-82 and 1982-83 and the estimates for. 1983-84. In
aggregate, these outlays. are. expected. to decrease by $55m or 3.1% in 1983.84,
However, after removing the effects of certain non-recurring payments (see below)in
1982-83, outlays under this heading are exp dto i by 12.8% in 1983-84. The
net outcome reflects the offects of a large increase in road grants to the States and
Northern Territory under the Australian Bicentenninl Roads Program, the
non-recurring payments in 1982-83 already mentioned, the expiry of some programs in
1982-83 and reductions in expenditures in 1983-84 on airport development works and’
the subsidy to fund the Australian National Railways. Commission’s (ANRC)
operating loss,

The major non-recurring payments in 1982.83 were capital contributions to TAA,
Qantas, AUSSAT Pty Ltd and Australian National Line {ANL) (partly offsct by carly
loan repayments by ANL). Programs which expired at the end of 1982-83 were
assistance to the States for railway mainline upgrading and special payments to
Victoria, Queensland and South Australia for transport purposes,

A number of the Commonwealth authorities. which operate transport and
communications segvices now borrow on their own behalf, Transactions between these
authorities and the Budget, which have in recent years been largely confined to the
repayment of earlier loans from the Budget, together with interest and dividend
payments to the Budget, are recorded in Statement No. 4 under ‘Interest, Rent and
Dividends’. Receipts and outlays figures for the Commonwealth Government sector as.
a whole up to 1982-83, which take account of the activities of these authorities, are
shown in Table I'1. of Statement No. 6.
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Nutlonal Communlcatlons Sutellite System 60 438 — =435 =100
Rudio Frequeacy Munagement  + + 123 129 140 + 10 + 78
AdministratlveandOther . » + .+ . 4.7 53 500 - 03 - 87
Total Communleation  + » + v 29 61.7 189 —~ 428 -~ 693
AlrTransport—
Provison of Civit Avlation Services—
QOperational and Administeative Bxpendic
We w0 v e 300.2 1609 IMSE k149 4l
Plant and Equipment for Adrways and
Navigational Facllities . . .\ , . 158 226 BY 4126 o+ 887
BulldingsandWorks . . . + . . , 468 180 40 - 40 =373
Recoverlese-
Alr Nuvigation Churges . . 101.8Cr 124.2Cr el - 19 - 1.8
MrponchlnhnndBullumConccsﬂcnl. _ICe 40.0Cr 45Cr - 35 - 87
Oher v v v s v 0 v v s 13.2Cr 1saer 164Cr -~ L3 ~ 84
‘Total Civll Aviation Services: + 200 .2 209.1 -2 -
Quntas—
Capital Contribution . . + + + « . 250 0.0 - - 60.0 ~-100.0
Repayment of Advances . 10.5Cr 91Cr 3¢ o+ L8 + 197
Aus.‘l‘mlmn National Alrlines Cumm|ulon
Caplal Contrltition v+ & o\ - 1150 - -1150 -100.0
Repaymentof Advances .+ v « v 29Cr Jd2Cr 25Cr 07 + 216
Assistunce. 1o Operators and Aviation
135
AlrServiceSubstdles . . . . . . . 4.7 62 7.8 + U6 + 250
Crants to Aviation Organisations . . 0.5 0.6 0.8 + 02 + 40.5
Acrodrome Local OwnershipPlan -, o 6.7 299 456 + 157 + 525
Totad AleTeansport .+« v 2326 5216 M35 =178 - M1
Roud Teansporte
Road Grants toStesand NT + . v, 6850 8509 11630 +I2 + 367
Roadand Related Worksinthe ACT 154 196 24 18 + 9
Publie Transpott and Equipment In ACT 4.3 35 26 - 09 - A9
Special Payment to Tasmania for Tourist
Roads ., o - 10.0 tee = 00 =1000
SpcclnlGmnlforSeeondlloban Brhlge . 164 167 68 - 99 - 593
Road Research and Investigations s 19 20 20 - -
RepaymemtofAdvances « . . 0 o 4 o6Cr - - -
Totl Road Transport. + v o & 7204 902.7 11958 +293.1 + 328
Ruil Transport
Austealinn National Rflways Coramisston—
OperalingLoss . . v v+ 4 2 4 704 106.0 850~ 210 - 198
Capital Works 50 30 30 - -
Alice Springs—Darwin lewny l’rchmh
nary Planning 19 30 50 4+ 200 667
Adelaide-Crystal Brook Rull\vny chay‘
ment R - - 01Cr -~ 07 na,
Assistance to States—
Muainline Upgrading v« » + . 243 218 — - 218 =100.0
Repayments of Advances RSN S.20r 48Cr 120~ 24 - 50,1
Other Raill Transport . . « v v v 08 0.5 04— 0l - 140
Total Rail Transport Vo s R2A 1295 856 - 439 - 339

—

198182 1982-83  1983-84 .
Actual: Actugl’  Estimate Change
sm S Sm Sm %
Sea Transport—
Augtralian Shipplng Commission (ANL)—
Capltal Conteibotlon ., o+ . . — %00 - =90  —1000
Repayment of Advances . 20Cr 38Cr 24Cr + T4 + 967

Subsidies for Services . ' 38 40 4.8 + 08 + 188

Other Payments . o . 1.8 06 -~ o~ 06  =1000

AnhlunccloShIppln;Bodlunnd ippe

‘Tasmaniun Freight EqunllnllonScheme 204 03 230 - 43 - 156

Australian Shippers’Counclt. . & . 0.2 02 02 o + 140

Provision of Services— '

BuildingsandWorks  , . . . . ., 1.9 1.5 3 + 16 +108.5
Marineund General Services . . 48 4.6¢ 4.3 =~ .03 - &7
Payment to OTC for Maritime Communl-
ations .+ . . v v e 40 4.1 47 + 06 + 151
Repayments + « « + v v v 0 0 s s 0.2Cr 0.2Cr 0.2Cr “ - 22
Tola} SeaTranspart , . . . . . 437 582 314 - 207 - 356
Pipelines-—
Pipeline Authorfly ¢ 2 4 v W 245 255 224 - R - 125
Repuyments v + o 4 v 0 0 0 0 e 174Cr 18.6Cr 201Cr -~ 1.5 - 8l
Total Pipelines  , . . . . . . 1 10 23 - 47 - 67.6
Special Payments to, Victoria, Queensland und’

South Australie for Tramport .+ . . . 350 650 - - 650 ~1000
Utban Public Transport Ve e e 15 —_ - - -
Trlnspor(Plunn\n;nndkemrch e e 28 3l 33 + 02 + 48
General A d Other E: di 450 446 534 + 88 + 197
OtherRecoverles . v v v ¢ v o s 4 4 3lcr |, 330Cr I - 17 - 52

TOTAL TRANSPORT AND
COMMUNICATION , . , , 1180.2 17604 1705.4 = 5§50 = 3
Note: na~—not opplicable,
COMMUNICATION. ‘

National Communications Satellite System

AUSSAT Pty Ltd, which hasan issued capital of $75m,.was established to own and
operate the domestic satellite communications system to be introduced-in Australia in
1985-86. In 1982-83 an amount of $43.5m was provided tor AUSSAT by the
Commonwealth as equity capital, raising the total subscribed capital of AUSSAT as at
30 June 1983 to $49.5m. No equity contributions are expected to be made to AUSSAT
during 1983-84. In' the Economic Statement to' Parliament in May 1983 the
Government.announced its intention to permit the private sector to acquire up to 49%
of the equity capital of AUSSAT, subject to an appropriate spread of shareholdings and
satisfactory arrangements being in place to protect the public interest; these
arrangements may include regulation of satellite services to ensure co-ordination with
terrestrial services. Revenue in 1983-84 from. this source is estimated at $24.3m. (see
Statement No. 4 under ‘Sale of Existing Assets’). The sale of 49% of the
Commonwealth'’s equity in AUSSAT would. also reduce from' $25.5m to $13m the
balance of the. capltal expected.to be subscribed to AUSSAT by the Commonwealth
after 1983-84.

163 N



Radio Fregquency Management

Administration of the Wireless Telegraphy Act 1905 includes the regulation and
monitoring of the activities of many different categories of radio communications
licensees (including those with *Citizen Band® radios), The budget allocation of $14m
for this purpose in 1983-84 includes an amount of $0.5m for the purchase of automated
spectrum occupancy and surveillance equipment to enable more effective monitoring
of the radio frequency spectrum by the Department of Communications,

Administrative and Other Expenditures

This item consists largely of the salary and administrative expenses ($4.9m) of the
Department of Communications not attributed to other functions. The reduction of
$0.3m on actual expenditures in 1982-83 mainly reflects the abnormally large 1982-83
figure due to the completion, in the latter part of 1982, of the public inquiries into the
monopoly position of the Australian Postal Commission and: into the provision of
telecommunications services in Australia,

AUTHORITIES PROVIDING COMMUNICATION SERVICES

Communication services are provided by the Australian Telecommunications
Commission (Telecom), the Australian Postal Commission (Australia Post) and the
Overseas Telecommunications Commission (OTC), all of which aperate outside the
Budget. Transactions between these authorities and the Budget in the three years'to-
1983-84 have been confined to the payment of interest and dividends to the
C wealth,. as ded in Stat t No. 4 (although there were also some
advanees to Telecom and Australia Post and repayments of capital by Australia Post
and OTC in earlier years). Receipts and outlays figures for the Commonwealth
Government sector as a whole, which take account of the activitics of these and other
authorities, are presented in Statement No. 6,

Australian Tel C

Telecom is required to operate on a commercial basis with the financial
objective of generating, by way of charges for its services, such amounts as will enable it
to cover its operating costs and 10 meet at least half of its capital expenditures in each
year. The existing legislative provisions relating to the financial structure and statutory
financial objectives of Telecom are under review by the Government. Telecom’s capital
expenditure in 1983-84 is estimated to be $1670m, compared with about $1500m in
1982-83. To finance this program, Telecom has been given approval for new domestic
borrowings of $290m in 1983-84: the bulk of the other funds:required will continue to
come from internal (mainly d iation provisions and retained profits). As
has been the practice in recent years, Telecom will also be permitted to retain $110min
1983-84 of its estimated employer superannuation liability to the.Commonwealth (this
will, however, be subject to the payment of interest on that sum to the Commonweaith
beginning in 1983-84). The arrangements relating to the retention by Telecom of part
of its annual employer superannuation liability to the Commonwealth are. currently
under review.
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Australian Postal Commission

Australia Post is also required to operate on a tal basis with the financial
objective of raising, by way of postal charges, such amounts as will enable it to cover its
operating ‘costs and also meet at least half of its capital expenditures each year. The
legislative provisions relating to the financial structure and statutory financial
objectives for Australia Post are also under review by the Government. Australia Post’s
capital works program in 1983-84 is estimated to be $54m, compared with about $44m
in'1982-83, Since its inception in 1975, Australia Post has been able to finance most of
its capital works from internal sources with some use being made of supplier arranged
credit: it is expected that this will again be the case in 1983-84,

o Tel, teations Commissh

OTC is responsible for providing international telecommunications services
between Australia and other countries and is also required to operate on a commercial
basis. In 1983-84, OTC is expected to pay dividends totalling $32.5m to the
C Ith. (See St t No. 4.)

OTC is examining the possibility of participating in three new cable projects linking
Perth-Jakarta-Singapore and Singapore-Hong Kong-Taiwan (to replace the SEACOM
cable which is nearing the end of its design life) and Singapore-Middle East-France, all
of which are expected to be ready for service by the end of 1986, OTC is expected to
fund its contribution towards the capital costs of these projects.from borrowings and
retained profits (after meeting its projected dividend obligations to the
Commonwealth),

AIR TRANSPORT

Provision of Civil Aviation Services

The Department of Aviation provides many services to the air transport industry,
including air traffic services, the opetation of about 60 aerodromes and a network of air
navigation facilities. These activities account for the major portion of operational and
administrative expenditures and outlays on buildings, works, plant and equipment.

Operational and Administrative Expenditure

Operational and administrative expenditure on air transport activities in 1983-84 is
estimated'at $375.8m, an increase of $14.9m over 1982-83; salaries, including overtime,
account for $262.9m of this amount, up $2.1m on 1982-83. The non-salaries component
of operational and administrative expenditure represents a 12.8% increase over 1982-83
expenditure and' caters particularly for major airport maintenance works, the
commissioning of new airport. and airways facilities, the. introduction of new aircraft
types, the continuation of the. Dcpartment of Aviation’s Canberra transfer program,
changes in administrative and arr and the t of
consultants associated: with the establishment of the: proposed’ National Airports
Authority, the independent inquiry into aviation cost recovery, the introduction of new
computing facilities and the selection of a site for a second major airport at Sydney.
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The estimates include a provision of $0,5m for the Independent Air Fares
Committee,.about the same amount as in 1982-83. The Committee was established in
January 1982 under the Independent Air Fares C ittee Act. 1982 to determine the
domestic air fares charged by operators of regular public transport services.

Plant and Equipment for Airways and Navigational Facilities

An amount of $35,3m is provided in 1983-84, an increase of $12.6m or 55.7% on
1982-83, for purchases of navigational, communication and other plant and'equipment.
The Commonwealth’s total. commitment under this program for the next three years
totals $98.9m. Major continuing projects over this period include installation of earth
stations.to provide for the Department’s use of the national communications satellite
when it becomes operational in 1985-86 ($30.9m), equipment associated, with the
redevelopment of Brisbane Airport (89.2m), replacement of most of the Department
of Aviation's light aircraft fleet ($7.6m), the acquisition of air traffic control simulators
for training purposes (86m) and the upgrading of radar display systems at. major
airports ($8.8m). These continuing projects account for most of the very large increase
in expenditure under this program in 1983-84. New projects covered by the program

lude the purch of. equip jated with airport works at Perth, Hobart,.
Sydney and Darwin ($2.1m) and the building of air traffic control towers at Wagga
Wagga and Coffs Harbour (§1m).

Buildings and Works'

Provision for outlays on buildings, works and related acquisitions totals $74m in.
1983-84, a reduction of $44m on 1982-83 outlays. The decrease, which reflects the
completion in 1982-83 of several major airport projects, has been partially offset by
expenditures on the redevelopment of Brisbane Airport and the: commencement in
1983-84 of a program of new works that is estimated to cost a total of $178m. That
program includes the following major projects:—

¢ Relocation of civil aviation facilities at Darwin Airport ($95m);

¢ Construction of taxiways and: associated works at Sydney (Kingsford Smith).

Airport (811.5m);

® Commencement of'a new international terminal complex ($48m) and parallel

taxiway (83m) at Perth Airport; and'

® Strengthening of pavements at Hobart Airport ($3m). This project is included as

part of Ce wealth. assi for T: ia arising from' cessation of the
Gordon-below-Franklin power project.
Approval has also been given to design development only proceeding in 1983-84 for'

terminal, pavement and associated facilities' estimated to cost $19m at Townsville
Airport,

Recoveries
Air Navigation Charges

Revenue in 1983-84 from this source is estimated to be $126.1m, $1.9m more than in
1982-83. The increase reflects the full-year effect of the increase.in charges in October
1982, partially offset by an expected decline in aviation activity in 1983-84.
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It is not proposed to vary air navigation charges in 1983-84, However, as announced
in the May E: ic St the rate of and excise duties applicable to
aviation fuel, which-is an attributable revenue for. aviation cost recovery purposes, has
been increased by 2 cents a litre from 1 July 1983, These duties were increased last in
1977 and it is expected that the measure will yield additional revenue of $15m in'
1983-84.

Overall cost recovery in 1983-84 is estimated at about 50% compared. to
approximately 52% in 1982-83 and a peak of 66% in 1979-80, The recovery rate is
expected to be about 97% for international airlines, 88% for the domestic trunk sector,
25% for regional airlines and 12% for the general aviation sector.

Airport Rentals and Business C 7
Revenue from airport rentals in 1983-84 is estimated to increase: by $2.9m to
$19.3m, reflecting increases in rental charges. R from busi ions at

airports in 1983-84 is estimated at $24.2m, an increase of $0.6m over 1982-83.

Other Recoverles

The major item under this heading is recoveries from other departments and
organisations for services provided by the Department of Aviation; these recoveries are
estimated at $13.1m, up $0.7m on 1982-83. Charges levied on a range of regulatory
services provided by the Department are expected to total $0.5m in 1983-84, about the
same as in 1982-83, Other recoveries are expected to total $2.8m.

Capital Comtributions ro Qantas Airways Ltd and Australian National Airlines
Commission

In 1982-83 the Commonwealth provided additional capital to both Qantas and
TAA. Qantas received $60m.in 1982-83 following the provision of $25m in 1981-82;
total subscribed share capital now stands at $149:4m. TAA received an additional
$115m in 1982-83, made up of $25m provided in December 1982 as an interim measure
and a further $90m. provided in May 1983, The previous injection of capital in TAA
was in 1960-61; Commonwealth capital contributions to TAA now stand at $130m.

Repayments of Advances by Qantas Airways Ltd and Australian National Airlines
Commission

Past advances to Qantas and TAA comprised mainly the proceeds of loans raised by
the Commonwealth on behalf of the airlines to assist in the financing of aircraft
purchases. Amounts repaid by the airlines to the Commonwealth. in respect of past
loans (estimated at $9.8m in 1983.84) are in turn repaid to the lenders. The forecast
reduction (from $12,3m in 1982-83) reflects the timing of repayments, The batance
expected to be outstanding in respect of these loans as at 30 June 1984 is about $33m
(based on.exchange rates as at 30 June 1983), which is due for repayment over the
subsequent three years, These bodies now raise loans on their own behalf, in some cases
under Commonwealth guarantee, or finance projects under lease finance arrangements,
and have not borrowed from the Budget since 1976-77.

Interest payments and, when they are made, dividend payments from the airlines to
the Budget are recorded in Statement No. 4. The activities-of Qantas and' TAA are
comprehended in Statement No, 6 which includes receipts and outlays figures for the
Commonwealth Government sector as a whole.
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Assistance to Operators and Aviation Bodies

The Cc Ith and Q land Governments will continue to provide a
subsidy to TAA for the continuation of airline services to communities in' western
Queensiand. Each Government provided $im in 1982-83 for this purpose and the
Commonwealth will provide up to $2m.in 1983-84 subject to a matching increase by
Queensland. There is to be a review, early in 1984, of the arrangements for meeting the
future air transport needs of western Queensland communities.

The Government will continue to provide assistance to reduce air fares charged by
the airlines on routes between Melbourne and Tasmania below the fares applicable on
comparable routes on the mainland. An amount of $5.3m has been made available in
1983-84 for this purpose. The Government will also continue to: provide financial
assistance to operators of certain air services in order that communities in the remote
areas concerned receive a basiclevel of air service, An amount of $0.5m has been made
available in 1983-84 for this purpose compared to expenditure of $0.4m in 1982.83,

Provision has been made in 1983-84 for contributions of $0,7m to the International
Civil Aviation Organisation, $35 000 to the Gliding Federation of Australia, $26 000 to
the Commonwealth Air Transport Council, $30 000 to the Royal Federation of Aero
Clubs of Australia, $15000 to the General Aviation Association, $15000 to the
Australian Parachute Federation and $15 000 to the Sport Aircraft Association of
Australia, These provisi p ani of 40.5% on 1982-83. It is the first
time that the Commonwealth has made contributions to the latter two organisations.

Aerodrome Local Ownership Plan
A provision of $45.6m has been made in 1983-84 (compared to expenditure of
$29.9m in 1982-83) to meet the Commonwealth’s share of the cost of approved
d development and mai projects proposed by local government
authorities and' other aerodrome licencees under the Aerodrome Local Ownership

Plan, Of this amount, $41.6m is for development works, including $7.6m for new
projects.

The Commonwealth’s commitment to development grants under the Plan over the
next 3 years currently totals $89.9m. Major projects already approved or underway
include Cairns ($20m), Port Hedland ($10m), Tamworth ($7m), Devonport ($6.7m),
Broken Hill (85.2m), Albury ($3.8m), Karratha ($2.1m) and Maroochydore ($2m);
upgrading to F28 aircraft standard will take place at Armidale, Cooma, Tamworth and
a NSW north coast centre yet to be determined at a total cost of $15m. Provision also
has been made for development. works at various other aerodromes subject to local
authorities accepting transfer of the aerodromes under the Plan,

ROAD TRANSPORT
Road Grants to States and NT
Under the Roads Grants Act 1981, the Commonwealth is providing $3650m to the

States and the:Northern Territory for expenditure on roads over a 5.year period ending
1984-85, of which $778m will be allocated in 1983-84; $734m was provided in 1982-83,

In addition, a Commonwealth levy on. motor fuels. is to provide an. estimated
$2500m for road works and. urban public transport projects under the Australian
Bi ial Road Develog (ABRD) program over the period 1982-83 to-
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1988-89. The.aim of the program is the development of the. road system: to 2 high
standard by 1988, the bicentennial year. Under the program, funds for arterial anq Igc.al
roads are- allocated between the States generally on- the basis. of a set of relativities
contained in the Roads Grant Act 1981; funds for national roads, however, are
distributed on the basis of assessed national priorities.

The ABRD program is being financed by an excise surcharge on motor spirit a‘nd
distillate which was increased from 1 cent to 2 cents per litre on 1 July 1983 and Whlf:h
will terminate on 31 December. 1988, This levy (net of rebates) is paid into a sgccnal
trust fund and can be used only for this program. It is expected that $410m will be
coltected during 1983-84. )

An amount of $385m will. be provided for expenditure under the program in
1983-84; $117m was spent in 1982-83, The trust fund is expected to have 2 balance of
$89m as at 30 June 1984 for subsequent expenditure.under the program.

Total provisions for road funding under these two programs and under the new Jobs
on Local Roads initiative (see the function ‘Labour and Employment’) represent an
increase of 45% over 1982-83 expenditures.

Road and Related Works in the ACT

This heading covers outlays on the construction, improvement and maintenance of
urban, arterial' and rural roads, highways and bridges in the ACT. In- 198’3‘-&% a further
payment of $2.4m is to be made to the. NSW Government as a contntfuuon to the
construction of the Burbong Bridge (which, although located in NSV.V,‘Wlll.rep.]ace an
older bridge on the ACT side of the border). Other outlays under .!hlS heading include
$10.2m for construction of new roads and improvements to existing roads, $7.2m for
road maintenance and $1.6m for provision of street lighting.

The increase in outlays mainly reflects progress with. construction of roa<.iworks
directed. towards.developing appropriate access arrangements for the new Parliament
House.

Public Transport Equipment inthe ACT

Expenditure under this heading includes the purchase of buses for Canb«lsrra‘s bus
service (ACTION), Estimated expenditure in 1983-84 is $2.6m compared with.$3.5m
in 1982-83, reflecting a reduction in the intended number of bus purchases.

Special Payment to Tasmania for Tourist Roads N
The C Ith provided a non ring special grant of $10m to Tasmania in
1982-83 for the improvement and development of the State’s tourist roads.

Special Grant for Second Hobart Bridge ‘

The Commonwealth is funding (by way of special grants) the full cost of prqvidmg
a second bridge, expected to be completed late in 1983, across the Derwent Rlvler. ai
Hobart. The total cost of this new bridge, its i diate approaches and: 2 A
works is estimated to be about $48.6m of which $41.8m has already beep provided, with
the remaining $6.8m to be made avaitable in 1983-84. This provisifsn will also cover !he
related: dismantling of the temporary Bailey Bridge and essential land reformation
around that area, at a cost of $0.7m.

169



Road Research and Investigations

The provision under this heading is for the C Ith’s fi ial contribution
of $2m to the Australian Road' Research Board, the same amount as allocated in
1982-83, That Board, which is funded also by the States, undertakes research into road
design and construction.

RAIL TRANSPORT
Australian National Railways C i {ANRC)
Operating Loss

A provision of $85m has been made to meet ANRC’s anticipated operating loss in
1983-84, This compares to the subsidy of $106m in 1982-83 and refiects an expected'in-
crease in traffic due to improved economic conditions in 1983-84.and the end of the
drought. ANRC expects, however, that market factors will continue to constrain its ca-
pacity to-fully offsct recent and prospective cost increases.by fare and freight rate in-
creases. The 1983-84 provision also takes into account revenues gencrated by the
Adelaide-Crystal Brook railway which will become fully operational in 1983-84 and
economy measures introduced by ANRC in the latter part of 1982-83. The Govern-
ment has asked: ANRC to undertake a comprehensive review of its operations with the
objective of introducing additionat to further improve fi ial performance.

Capital Works

ANRC's capital works program in 1983-84 will be financed by loans from the
Budget (83m), borrowings from the domestic capital market. ($16m) and internally
generated funds ($21m).

The domestic market borrowings will be applied to construction of the standard
gauge railway between Adelaide and Crystal Brook, which is expected.to be completed
by March 1984. The first stage of this $86m project was opened in December 1982 and
all expenditures (including $31,3m in 1982-83) have been financed by borrowings on
the domestic capital market,

The Budget loans of $3m are for rehabilitation of the Tasmanian railway system. A
ten year rehabilitation program, estimated to cost $20m, was commenced in 1977-78;,
expenditure to 30 June 1983 totalled $11.6m.

Internally generated funds (including $17m provided through the operating loss
subsidy and $4m from sale of assets) are expected:to be available to finance other com-
pontents of ANRC's capital works program, including its new headquarters building,

Alice Springs—Darwin Railway Preliminary Pl g

A further $5m is being provided in 1983-84 to complete route identification and
preliminary planning and design for the proposed Alice Springs to Darwin standard
gauge railway, at a total cost of $10.3m. The Northern Territory Government has
rejected a Commonwealth offer to proceed with construction of the railway on the
basis that the Commonwealth and the Northern Territory contribute 60% and 40% of
the costs respectively or, as an alternative, to undertake full upgrading of the Stuart
Highway in the NT and provide additional rail facilities. In these circumstances, the
Commonwealth has decided that there should be an independ ic evaluati
to determine the most cost-effective means of providing high standard transport access
to the Northern Territory.

170

Assistance to the States
Mainline Upgrading
The five-year p of mainli ilway di

g1 p provided for under the
National Railway Network (Financial Assistancej Act 1979 was completed in 1983,
Under this program,.the Commonwealth provided loans to those States which operate
their own non-metropolitan railway systems, to finance strategic, high benefit projects.
designed to improve the efficiency of the national maintine railway network. Loans for
these works over the five years have totalled $66m; New South Wales received $22.8m,
Queensland $20.2m, Victoria $19,1m and Western Australia $3.9m.

Repayment of Advances

Repay of past ad from the C Ith for State rail projects are
estimated to amount to $6.4m in 1983-84, The main component of the repayment re-
lates to the standardisation of the lines between Albury and Melbousrne and between
Kalgoorlie and Kwinana.

Also included. under this item are repayments (estimated at $0.8m in 1983-84) of
loans provided to the States for mainline railway upgrading under the National Rail-
way Network (Financial Assistance] Act 1979,

The balance of loans owing, to the Commonwealth as at 30 June 1984 will be
$101,7m.

Other Rail Transport

An amount of $0.4m is being provided in 1983-84 as the Commonwealth’s financial
assistance to the Australian Railways Research and Development Organisation
(ARRDO) made through the Department of Transport. This amount is additional to
the ANRC’s contribution to ARRDO which is based on the level of the Common-
wealth’s direct involvement in railway operations.

SEA TRANSPORT

Australian Shipping Commission (ANL)
Capital Contribution

In 1982-83, the Commonwealth provided ANL with $90m as additional equity
capital; the capital of ANL now stands at $125.9m. The additional funds ($30m as a
cash injection and $60m by way of conversion to capital of Commonwealth loans) were
provided to place ANL on a firmer commercial basis in the face of the downturn in
domestic and international trading conditions, The additional capital was provided as
part of a package wherein, for their parts, ANL agreed to improve its efficiency and the
seagoing unions agreed to reduce manning and improve productivity.

Repayment of Advances

Past advances to ANL comprise borrowings from the budget and proceeds of loans
raised by the Commonwealth on ANL’s behalf, to assist in the financing of capital
expenditure, mainly ship purchases,

During 1982-83, ANL's repayments comprised $13.8m-in respect of loans raised
overseas onits behalf by the Commonwealth, and the early repayment of budget loans
totalling $60m (due to be repaid over the period 1984-85 to 1986-87) under arrange-.
ments relating to the provision of an additional $90m in equity capital (c.f. above).
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An estimated $2.4m will be repaid by ANL in 1983-84 in.respect of overseas loans
raised on its behalf by the Commonwealth,

No repayments of budget loans are due in 1983-84. ANL's outstanding borrowings
from the Commonwealth will total $50.5m at 30 June 1984. ANL’s ship purchases and
other major capital expenditures in recent years have been financed substantially by
lease finance arrangements.

Subsidies for Services

This provision comprises $2.8m (an increase of $0.3m aver 1982-83) asa subsidy for
the Empress of Australia passenger service between Tasmania and. the. Australian
mainland, and $2m (an increase of $0.5m over 1982-83) to subsidise the operation by
ANL of the service between the east coast of Australia and Darwin,

Commonwealth subsidies for the Darwin-East Coast service have been provided in
the past as an interim measure pending introduction of new roll-on roll-off wharf facili-
ties at Darwin; despite the availability of those facilities and the introduction by ANL
of a fortnightly roll-on roll-off service since March 1983, the service remains unecon-
omic, The Commonwealth has decided to provide a subsidy of $2m in 1983-84, The
future of the service now rests on the commercial judgment of ANL and on any finan-
cial assistance from the Northern Territory Government. Additional Commonwealth
funds would only be considered in.the context of the out of the C Ith
Inquiry into the transport needs of the Northern Territory.

Assistance to Shipping Bodies and Shippers

An amount of $23m (compared with $27.3m expended in 1982-83) is provided for
the T ian Freight Equalisation Sc} which is intended to compensate Tas-
manian: producers for freight cost disabilities. The scheme aims to bring the door-to-
door freight costs of eligible cargoes shipped by sea between Tasmania and the main-
land into approximate equality with the door-to-door costs of moving similar goods by
road or rail over comparable interstate routes on the maintand. Around 93% of the cost
of the scheme is provided as assistance for goods northbound from Tasmania to the
mainland, and 7% is for specified goods used'as inputs to production, southbound from
the mainland to Tasmania. The decrease in assistance refiects reduced traffic asa conse-
quence of the economic situation,

The other component under this heading is Ce Ith assist to the Aus-
tralian Shippers’ Council, which has been set at a maximum of $220 000 for 198384
and the subsequent two years, on the basis of a $2 Commonwealth contribution for
cach $1 contributed through members’ subscriptions. Commonwealth assistance to the
Council in 1982-83 totailed $193000. The Council is designated. under the Trade
Practices Act 1974 to negotiate the terms and conditions of carriage of Australia’s out-
ward trades; bership ists of exporter iations and producer groups.

Provision of Services
Buildings and Works

Included in the provision of $3.1m for various marine navigational aids in 1983-84 is
an amount of $1.2m for construction of marine navigational aids to mark a-new ship-~
ping channel (Hydrographer's Passage) through the Great Barrier Reef, This channel
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is expected to provide sut ial savings in shipping time and: fuel; and the construc-
tion and operational costs of the aids will. be recovered through light dues on the com-
mercial shipping industry.

Marine and General Services

Included under this heading is $2.8m in 1983-84 for the purchase of capital plant
and equipment for marine navigational aids (compared to $3.9m in 1982-83) wh.ich is
fully cost recovered through light dues on commercial shipping. The $1.1m decline in
expenditure reflects the final payments in 1982-83 for four new light vessels. Also in-
cluded is $1.2m for expenditure in 1983-84 (compared with $0.7m in 1982-83) for oil
pollution control equipment under the National Plan to Combat Oil Pollution (which
is fully cost recovered through charges levied on shipping), and $0.3m for the purchase
of new equipment for the motor vehicle emissions laboratory at Zetland, Sydney.

Payment to OTC for Maritime Communications

Provision has been made for payment of $4.7m to OTC to meet operating costs in-
curred in providing maritime safety communications services for ships at sea in the area
around Australia, The increase over 1982-83 expenditure (+$0.6m) is to cover OTC's
forecast increased operating costs,

PIPELINES

Interest bearing loans of $22.4m to be made to the Pipeline Authority in 1983-84 are
to meet the estimated shortfall between the Authority’s revenue. ($44.7m), derived pri-
marily from the carriage of natural gas.from Moomba in South Australia to Sydney,
other cities in New South Wales and to Canberra, and its expenditures. These expendi-
tures include operation, mai and administrative expenses ($8.1m), interest on
private sector borrowings ($5.7m), and interest ($35.4m) and loan repayments
($20.1m) to the Commonwealth, Loan repayments to the Commonwealth in 1983.84
include $2.8m advanced to the Authority in 1982-83 to meet the cost of urgent capital
works which is to be refinanced by off-budget borrowings in 1983-84,

Following a rupture in. July 1982 of the Moomba-Sydney natural gas pipeline
4.2 km downstream from Moomba, the Pipeline Authority moved immediately to con-
struct a new section of pipeline to by-pass the ruptured section at a cost in 1982-83 of
$4.5m., After a thorough examination by the Authority of the main pipeline to deter-
mine the condition of the pipe and the likelihood of further failures in the line, the first
30 km of pipeline downstream from Moomba is to be replaced. Within the Authority’s
off-budget borrowing program of $25.5m for 1983-84, an amount of $23m relates to the
construction of'the replacement pipeline and the permanent linking of the by-pass to
the mainline.

SPECIAL PAYMENTS TO VICTORIA, QUEENSLAND AND SOUTH AUSTRALIA
FOR TRANSPORT

The Commonwealth provided special grants totalling $65m to certain States in
1982-83 for the upgrading of transport systems. Of the total allocation, Victoria
received $35m, Queensland $20m and South Australia $10m.
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TRANSPORT PLANNING AND RESEARCH'

An amount of $3.3m is being provided in 1983-84 for the Biireau of Transport
Economics, which conducts surveys and research into the economics and operations of
all modes of transport. This represents an increase of $0.2m or 4.8% on 1982-83,

GENERAL ADMINISTRATIVE AND OTHER EXPENDITURE

This item covers the general running expenses of the Department of Transport (ex-
cluding the Bureau of Transport Economics which is mentioned-above), The provision
of $53.4m in 1983-84 is $8.8m (19.7%)-over 1982-83 expenditure and is partly a conse-
quence of a higher-allocation for salaries (up $3.2m) mainly due to an estimated in-
crease in average staffing in 1983-84,

It reflects also the creation of a new, separately located Department of Transport
(previously part of Transport and Construction)—which accounts for $1.1m of the
total increase—and an additional $0.7m provided for implementation of a new national
motor vehicle certification system,

Wages and salaries account for $33.5m (62.8%) of 1983-84 administrative expendi-
ture and 36.8% of the total increase in administration costs. ’

A large component of expenditure included under the headi g—for recurrent
expenditure on the provision of marine navigational aids—is fully recoverable (sce
below).

Also included is $0.4m for civil coastal surveillance (compared to $0.3m in
1982-83), being the Department of Transport's share of the costs of the program,

The civil coastal surveillance program, which is managed by the Department of
Transport, mainly covers quarantine, fisheries, transport and environment functions
(but not customs activities) and user departments’ expenditures are classified to the rei
evant functions. Funds provided for coastal surveillance within the separate appro-
priations for user departments contribute to a total program of $21.2m in 1983.84 com-
pared with $20.9m in 1982-83. These figures include Defence bles—fuel,
lubricants, stores and. civil contractor services ($8.3m in 1983-84)—but exclude the
cost of Defence Force personnel and equipment which provide much of the suryeil-
lance effort under the program.

The provision. for 1983-84 allows for Darwin based aerial littoral surveillance and
Great Barrier Reef aerialsurveillance until 31.March 1984, when contracts expire. Sur-
veillance of the Darwin approaches relating to the Department of Immigration and

Ethnic Affair’s responsibilities in respect of refugee boats terminated on 31 March
1983, '

The 1983-84 provisions have been set pending a major review of coastal surveillande
requirements, expected to be completed in the first half of 1983.84,

OTHER RECOVERIES

The main cémponent under this heading is revenue from light dues imposed on
commercial shipping for the use of marine navigational aids provided by the Common-
wealth. The present charge of 49 cents: per net registered ton per quarter will be
increased to 53 cents on 1 October 1983, resulting in an estimated increase in revenue to
$27.2m in 1983-84 compared to $24.9m in 1982-83, Despite the increase, there will be a
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shortfall in cost recovery for 1983-84, reflecting the depressed level of shipping activity,
but the new charge is considered to be consistent with 100% recovery over the medium
term.

Also included in this item is reventue from the charter of Department of Tmnspm:l
vessels, estimated at $3.1m in 1983-84, compared with $3.8m in 1982-83; the decline is
due to reduced usage of the vessels, The major user is the Division of National Mapping
for bathymetric mapping.

An increase is estimated. under this heading from charges levied for motor vehicle
compliance plates supplied to vehicle manufacturers and importers; lhesc‘charges are
designed to.recover the cost of providing administrative services and technical support
to the Australian Design Rule (ADR) certification system. A more cost effective cer-
tification system is being introduced in 1983-84 which will provide increased assurance
that motor vehicles comply with the safety requirements of ADRs, These arrangements
will increase. Commonweaith expenditure but will result in.reduced costs to industry.
New certification arrangements for ADR 38-—Heavy Trailer Braking Systems—will
also be implemented during the year, Increased charges, which will operate from 1
October. 1983, will fully recover the cost of the new system, Estimated revenue for
1983-84 is $1.8m, compared with $1.5m in 1982-83.

The item includes also estimated revenues from charges for services provided by the
Commonwealth under the Navigation Act 1912, including ship safety surveys, cargo
inspections and various other safety inspections, The revenue cstima'te of §1 .’(m ‘(coyn-
pared with $1.9m in 1982-83) reflects the depressed level of activity in the shipping in-
dustry. However, as a result of compensating reductions in expenditure, cost recovery
in 1983-84 is expected to remain at about the same level (50%) as in 1982-83,

B. WATER SUPPLY, ELECTRICITY AND GAS

Outlays.under this function are currently estimated to be $89.2m in 1983-84, a de-
crease of $13.5m or 13.2% on last year's outlays, The decrease. largely reflects non-
recurring payments il 1982-83 to South Australia for water supply ($10m) and to
Queensland in respect of the final payment for the Gladstone Power Station ($8m). It
should be noted that part of the budget provision for the National Water Resources
Program is yet to be allocated. to specific projects, some of which may relate to this
function, The unallocated portion is currently included under ‘Industry Assistance and
Development—Irrigation and Other Pastoral Water Projects’,

1981-82 198283 1983.84

Actuat Actual  Estimate Change
$m Sm $m $m %
Urban Water Supply—

Special Payment 1o South Australiz . . - 100 - -100 - 100.8
OtherQullays . . « v v v v v v W 58 13 0.7 - 6.7 — 91
Gladstone PowerStation . . . ., . — 8.0 — =80 —log.o
Electricity Supply in the Northern Tersitory . 45,7 60.2 721 +11.9 + 198
Subsidy on Liquefied Petroleum Gas P 38(: 278 28.2 + 03 + Ll
OtherPayments . . . . . . . . . . . - - — -
Rew;;gﬂr:lsc ........... 15.8Cr 10.6Cr wicr =1, = 10.2
TOTAL WATER SUPPLY, ELEC- )

TRICITY AND GAS . . o 66.6 102.7 89.2, —133 - 132
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Urban Water Supply

Ineliuded

Incl under this ‘ ding is an of $0.7m for water storage and. reticu-
lation in the: ACT, an increase of $0.5m on 1982-83 outlays.. The increase largely
reflects the need for upgrading of and additions to existing systems.

As noted above, assistance for urban water supply projects in the States will depend
upon subsequ?nt decisions on the allocation of the $46m to-be provided in 1983-84
under the National Water. Resources Program, I 1982-83, $2.2m was provided under

this program to assist with the construction of water treatment plants in the Adelaide:

metropolitan area, $2,1m for the construction of Tanjil Dam to serve the Latrobe Val-
ley, Sl.).lm for additional. water supply faciities for Port Hedland, $2m for the con-
struction of the Harding River Dam: to provide supplementary water supply for the
West Pilbara region, and $0.7m for the construction of a water. filtration.plant.on the
Morgan-Whyalla pipeline. The Government is to provide up to $20m in 1983-84 under
the Community Employment Program for the improvement and upgrading of country’
towns' water supply. Details are. included under ‘Labour and Employment—
Community Employment Program’..

Electricity Supply in the Northern Territory

New arrang for C wealth fi ial assistance towards the operational
costs of electricity supply in the Northern Territory for the. period ending in 1986-87
have‘ been decided. Under these arrangements, which allow for the determination of a
subsidy each year in accordance with an agreed formula relating to major cost factors,
an amount of $64.2m is provided for operational costs in 1983-84. The increase in
1983-8.4 reflects forecast general price and load growth increases. A further amount of
$0.6m is provided for final adjustment of the subsidy payment of §57.8m in 1982-83,

The Commonwealth has also agreed to provide total grant assistance to the North-
ern Territory of $124m in 1980-81 prices:towards the construction cost of a-coal-fired
power station for Darwin, to replace the existing oil-fired plant, The grant is to be pro-
vided over the construction period for the power station. The station will be located on
Channel Island and is expected to be issioned in 1988, An, of $7.4m is
being provided in 1983-84,

Subsidy on Liquefied Petroleum Gas

The Commonwealth introduced a scheme, cffective from 28 March 1980 for three
years, to subsidise certain non-commercial uses of liquefied petroleum gas at the rate of
880 per tonne. The sch was ded'as from 30 September 1980 to certain com-
mercial and industrial users. On 29 June 1982 it was announced that the subsidy would
be extended for a further year until 27 March 1984, at the existing rate. Expenditure for
1983-84 is estimated at $28.2m compared with $27.8m in 1982-83.

Repayments
Es_tima!ed repayments in 1983-84 include 86.1m from the Snowy Mountain Hydro-
electric Authority (SMHEA) in respect of ad and interest lated during

construction by the Authority.

The SMHEA now funds capital expenditure for the operation and maintenance of
the §chcme largely from loans raised in the private capital market, The Authority’s bor-
Trowing program amounted to $1.5m in 1982-83; a further borrowing program of $2.2m
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will be undertaken in 1983-84, These funds are to be used primarily for communication
and protection works, and for the construction of stafl accommodation. The SMHEA is
expected to commence work in 1983-84 on the construction of a new head office and
workshop complex in Cooma at an estimated total cost of $10m, of which some $Im
will be expended in 1983-84.

Repayments are also being received in respect of assistance provided to Queenstand
for the Gladstone Power Station ($2.7m) and for the Julius Dam ($1.1m), and from
the Northern Territory in respect of electricity assets transferred to the Northern Terri-
tory Electricity Commission on 1 July 1978 ($1.6m).

C. INDUSTRY ASSISTANCE AND DEVELOPMENT

The Commonwealth assists industry through a variety of measures including direct
financial assistance, taxation concessions, guaranteed domestic price and other market-
ing arrangements, financial guarantees, the customs tariff and import quota restrictions.

Direct financial assistance from the Budget is provided in the form of bounties and
subsidies, price support and reconstruction or adjustment schemes, development proj-
ects in support primarily of industry, disease eradication schemes, contributions to
research and promotion, and other payments to or for the benefit of industry. It also
includes outlays of some departments and instrumentalities which service industry (e.g.
the Departments of Industry and Commerce and Primary Industry and the Australian
Tourist Commission}). These departments and instrumentalities provide many services
cither free of charge or for charges which do not recover fully the costs involved.

Outlays recorded under some other functional headings are also of assi to in-
dustry. Examples are the provision of airports and airway services, roads and shipping
subsidies, expenditure to maintain or improve the defence capacity of industry, certain
expenditures by the CSIRO and disaster relief assistance provided through the Natural
Disaster Relief- Arrangements.

Apart from these direct outlays from the Budget considerable assistance is also pro-
vided to industry through special provisions in the taxation system which, as they result
in a reduction of Government revenues, are as much a call on the Budget as are direct
outlays, Some such provisions (e.g. those for the investment allowance) are of wide
application; others affect only particular industries (e.g. the exemption from income
tax of income from gold mining; the averaging provisions for income arising from pri-
mary production) or specific activities of particular industries (e.g. the accelerated or
immediate write-offs available to primary producers for certain capital expenditure).
In many years, the revenue forgone under such: provisions has been estimated to be at
least of the same order of magnitude as direct outlays for industry assistance and
development.

In.the May Economic Statement and' the 1983-84 Budget Speech, the Treasurer
announced the climination of certain tax expenditures in 1983-84. In regard to industry
assistance, under section 75A of the Income Tax Assessment Act 1936, primary pro-
ducers are able to obtain a special deduction, by way of equal annual instalments over
10 years, in respect of a range of capital expenditures such.as clearing and drainage of
land, preparation of land for agriculture or for grazing purposes etc. The Government
has decided to remove the deductions in respect of expenditures incurred after 23
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August. 1983. (other than under a contract entered into by that dte), Expenditures on
soil conservation operations; conserving or conveying water and for fences. for discase
control may still qualify for the existing outright deducti ilable under the Act.

Further information concerning such tax expenditures is provided in the Appen-
dices to Budget Statement No. 4,

Net direct industry assistance from the Budget (i.e. after deducting.amouints col-
lected by way of industsy levies and charges such as the wool tax and livestock slaughter
levies) is estimated at $1103.7m in 1983-84, a decrease of $5.1m or.0.5% on: 1982-83,
Outlays on direct assistance to major iridustry categories are summarised in the follow-
ing table:

1981-82 1982-83 1983-84

Actual' Actua! Estimate Change

sm Sm sm sm %

Forestry and Fishing Industries . . 4.6 145 27 -8 ~81.7
Agricultural and Pastoral Industries~—

SpecificIndustriess: . . . . . 190 163.7 13 —524 ~30
General' Assistance Not I\lloﬁled

toSpecific Industries . . 95.5 208.8 2256 k68 + 80
Toul Agriculture und' Pas-

.o 2145 ns 3369 —356 - 96

Mining and Manufucturing Industries 201.5 269.5 284.2 +14.7 + 54

TouristIndustey . . . . . . . 9.4 323 202 + 9.0 +80.0

Assistance to Export Industries . . 343.2 3323 296.2 —=36.1 -109

Other Assistance to Industey: . . . 168.8 108.7 163.5 +54.8 +504°
TOTAL INDUSTRY
ASSISTANCE AND

DEVELOPMENT . . 9420 1 108.7 1103.6 = 5.1 - 0.5

Detailed information on each of these industry categories is set out below,

FORESTRY' AND FISHING INDUSTRIES

1981-82 1982-83 1983-84

Actual Actual Estimate Change
$m Sm . Sm Sm %
d Forestry D P

ety « oo e 35 0.1 Licr -1.2. na
OtherForestry . . . . . . . 0.3 (1N} o -1.0 -9.1:
Fisheries Research, Promotion and K
Development, . . . .+ . . 39 63 7.2 +0.9 +15.2
Fisheries Charges 3.2Cr 3ocr 3.6Cr =06 —184

TOTAL FORESTRY AND
FISHING INDUSTRIES 46 145 27 -8 —81.7

NOTE: na—not applicable.

Softwood Forestry Development (net)

Under the Softwood Forestry Agreements Act 1978 the Comnionwealth provided'
assistance to the States towards the maintenance cost.of the softwood forestry plan.
tations established under the Softwood Forestry Agreements Acts of 1967, 1972 and
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1976. Anamount of $0.8m was provided in 1982-83 for the-final payments under these
arrangements which expired at the end of 1981-82. No further payments are to.be made
under the Agreements, Repayments of carlier loans are estimated at $1.1m in 1983-84.

Other Forestry

Net payments of $0.1m under this item in 1983-84 reflect the purchase of plant and
equipment for the Australian Capital Territory forestry operation and include the
transactions of the ACT Forestry Trust Account. Forestry operations in the ACT are
broadly on a self financing basis,

The reduction in outlays under this heading is due to the provision of a non-
recurring interest-free loan of $11m to South Australia in 1982-83 for log salvaging and
forest reconstruction following the February 1983 bushfires. This loan is to be repaid in
full within three years.

Fisheries Research, Promotion and Development

An amount of $3,3m is to be provided in 1983-84 to reimburse the States and the
Northern Territory for the costs of observer, administration, patrolling and enforce-
ment activities carried out on behalf of the C ith, Of the bal $2.4mis
for fisheries research grants; $0.4m. for fisheries surveys and development, $0.4m for
coastal surveillance and $0.5m for a joint Commonwealth/State fisheries research
program 'in the Torres Strait,

Fisheries Charges

The 1983-84 estimate of $3.6m consists of local licence fees of $0.4m and payments
of $3,2m negotiated with foreign governments and foreign fishing interests for access to
the Australian Fishing Zone.

AGRICULTURAL AND PASTORAL INDUSTRIES

Net Commonwealthoutlays on agricultural and pastoral industries are estimated at
$336.9m in 1983-84, These outlays are the net result of direct Commonwealth financial
assistance, industry contributions collected by the C ¢ Ith on industry’s behalf
and interest earned on industry contributions held in trust funds. The reduction in net
outlays of $35.6m in.1983-84 reflects, among other things, the easing of drought con-
ditions throughout Australia and the consequent termination of the drought relief fod-
der subsidy scheme, the termination from 30 June 1983 of the Australian Wheat Board
(AWB) borrowing costs reimt t arr t, and the decision to significantly
increase expenditure in 1983-84 under the Rural Adjustment Scheme.
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" 1981-82

1982-83 1983-84
Actual' Actual Estimate Change.
m sm sm m %
Specific Industries— '
Wool Industry—
Wool Marketing Assistance . 90.3 88.2 1000 + 1.8 + 133
WoolTax . . . . . . . 86.6Cr 88.9Cr 1000C, = ILI 125
Total Wool Marketing Assist- '
BUCE o v e e 37 0.7Cr: - + 07 na.
Research, Promotion and O(hcr
Expenditures . . . . 8.6 81.2 91.0 + 98 + 121
Wool Tax .« 4 ¢ . & 51.9Cr 53.2Cr 60Cr ~ 68 - 129
Total . ... .. . 304 273 3.0 + 37 + 134
Wheat Industry—
Wheat Finance Fund . . 387 60.6 3y - 215 - 454
Wheat Board Interest Subs:dy 22 209 — -~ 209 nd,
Research ., PN 5.7 6.7 6.7 o - 05
Chargesand Repaymenls . 28.3Cr 40.8Cr 242¢r + 167 + 409
Total . ., ... ... 384 413 15.6 = 317 = 670
Sugar Industry-—~
On-lending toQueensland - 400 42 - 358 -~ 89.5
Dairy Industry—~ .
Dairy Industry Stabilization . 9.7 930 1229 + 299 + 322
Price Support for Dairy Products 13 04 - - 04 na.
Research, Promotion und Other
Expenditures . . . ., 78 9.9 15.6 + 57 + 581
Chargesand Repayments . . 89.6Cr 105.7Cr 1403Cr - M6 - 327
Total . . ... . 0. 0.7Cr 24Cr 1I¢r + 07 + 29.2
Fruit Industry—
Stabilization, Research and Pro-
motion . . ... .., 10.5' 145 211 6.7 + 460
Othes Ce - 10 5.4 + 44 +455.6
Chnrgesnnd R:pnymems o 3.0Cr 132Cr 18.0¢r 4.7 - 358
Total . . .. . .« .. 74 22 8.6 + 63 +2864
Poultry Industry—
Stabilization and Research . . 2.1 200 2.7 + 07 + 35
Charges and Repayments 21.0¢r 204Cr 02¢, 4+ 02 + Ll
Total o ... .. 1A 04Cr 0.5 + 09 +2289
Cattie, Sheep and Pig Industeies—
Eradication of Cattle Discases
and Compensation {net). . 17 0.3 12,1 + 118 na.
Inspection Services (net) .. 313 377 28.3 - 93 — 248
Beef Industry Assistance . . . EX 19 0.7 - 1.2 - 63.7
Animal HealthServices . 13 19 20 + 02 + 101
Rescarch, Promotion and Other
Expenditutes . . 178 259 217 + 18 + 68
Charges and Repayments 14.8¢r 19.8Cr 19.7Cr + 02 + 09
Total . . .. .. .. 408 478 51.2 + 34 + Ul
Other Agricultural and Pastoral In-
dustrics . . 43 47 6.0 + 13 + 8.0
Chlrgesandkepaymems,nec .. 27Cr 29Cr 4a0cr - 12 — 409
Total Specific Agricultural and. )
Pastoral Industeies . . . 1190 163.7 1113 - 524 - 320

198182 1982-83 1983-84

Actual Actual’ Estimate Change
. sm sm Sm: Sm %
General Asslstance Not Allocated to
peclﬁ::‘;:ulcnltunlundl‘nuoml
Rural Adjustment . . . 164 179 46,0 + 281 +157.7
DroughtRelief . , . ., — 1076 454 = 62,1 ~ 578
Fertilizer Subsidies . . 48.7 474 510 + 36 + 15
Inspection Servicesnee . 60 68 56, = Ll - 167
TR 17 20 28 + 08 + 376
Recoveriesand Repayments ., 24.1Cr 29.0Cr 128Cr + 162 + 558
Toal . ... ... 48,7 1527 138.1 = 146 - 96
Irrigation and Other Pastoral Water
Projects—
Iecigation, lnvmlmlon and Other
Water Projects (a) . 16,3 231
SulmllyMthllonandDmlnugc f 6.7 73 589 + 281 + 914
Flood Mitigation , . . ., . L1 03
Recoverfnandkepﬂymcnu .. 3.0Cr 3ICr 3.2Cr - 02 - 59
Total .. o0 L. 212 217 556 + 279 +100.8
Land Development—~
Soif Conservation. . . o — 10 + 10 n.a,
erServluLlndSehlemenl . l.5 1.5 19 + 03 + 2111
Other . .+ » .+ v 4 o s 0.5 0.6 + 02 + 348
Repayments . . . . ., . . 37Cr icr 3.8Cr - 07 - 212
Total . ..., 1.6Cr 11Cr 03Cr + 08 + 73
General Administrative and Other
Expenditure . . . ., . . 28,7 3.0 339 + 28 + 91
Recoveries: . . . . . . . . 14Cr 1.5Cr 16Cr = 02 =110
TOTAL AGRICULTURAL
AND PASTORAL iIN-
DUSTRIES . . ., . . 214.5 3725 3369 = 356 - 96

(@) The 1982-84 estimates include the total provision under the Natlonal Water Resources Program: (NWRP)
except for Northern Territory urban flood mitigation, A further part of (he 1983.84 NWRP appropriation may
bo atlocated tourban wn\:rpm)ecu. Expcndnurcs in 1981-82 and'1982-83on urban water projects are recorded
under the functions ‘Urban and Reglonal Dy nec and the * and 'Water Supply, Elec-
tricity and Gas',

NOTE: n.a.—not applicable.

WOOL INDUSTRY
Wool Marketing Assistance

The Government has. authorised the Australian Wool Corporation: to operate a
minimum reserve price of 460 cents per kg clean, averaged over the whole clip for the
1983-84 wool selling season, compared with a rhinimum reserve price of 454 cents per
kg for. the latter part of the 1982-83 season followmg the devaluation of the Australian
dollar in March 1983 and the. minimum reserve price of 422 cents per kg set at the be-
gmmng of the 1982-83 season; The Corporation will continue to. operate its reserve
price scheme with the objective of reducing wool price iristability.

The Wool Tax (8% of the gross returns from wool sales) is estimated to yield $160m-
in 1983-84, This tax.includes-a special levy of 5% on the gross returns, which is paid to
the Corporation’s Market Support Fundto finance any losses from the operation of the:
reserve: price scheme. It is estimated that the special levy ‘will provide $100m in
1983-84. The remaining 3% is used to finance.wool research and promotion,
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Research, Pr fon and Other Expenditures

The 1983-84 estimates provide for Commonwealth contributions of $20m towards
wool promotion and. $1lm towards waol research. These contributions are
supplemented by the industry contributions, included in the Wool Tax, of an estimated
$50m for promotion and $10m for research,

The following table summarises C. wealth Budget assi to the wool
industry;
198182 1982-83 198384
Actual Actual Estimute Change
$m $m Sm sm %
Outluys on the Industry (nct of
churgesund fepayments) . . 304 223 310 +3.7 +134
Finunced by -
Commonwealth Contributions fronv
CRF ., . ... . ... 36 27 He +33 + 120
nterest on lnvestments—
Commnnwcnllhﬁccuritlu @ . 03 03 04 +0i4 +409
eE () . e ow e e 15 kX 33 -02 - 56
Chunxs in’ Relevant Trust Fund
Balunce . . 0 0 4 . . 50Cr 4.1Cr 3¢ +04 +98

(a) Thisinterest is offset against outlays under ‘Public Debt Jnterest’,
(b) These receipts are recorded under ‘Interest, Rent and Dividends' in Statement No, 4,

WHEAT INDUSTRY

The current Wheat Marketing Plan covers the five crop seasons 1979-80 to 1983-84,.
The Industries Assistance Commission (IAC) will be reporting shortly to-the Govern-
ment on the marketing, pricing and assistance arrangements for the wheat industry be-
yond the 1983-84 season,

Under the current Plan, the Commonwealth guarantees 8 minimum return for a
particular wheat pool which is equal to 95% of the average of the estimated net returns
from the pool in question and those of the previous two pools. On delivery of their
wheat to the Australian Wheat Board (AWB), growers receive a first advance payment
equal to the guaranteed minimum price, In 1983-84 these advances will be fully funded
by commercial borrowings by the AWB, continuing the practice adopted in 1981-82,
Before that, advances were financed by borrowings from-the Rural Credits Department
(RCD) of the Reserve Bank under Commonwealth guarantee.or by a mixture of bor-
rowings from the RCD and commercial sources, In all cases where commerciat borrow-
ings were undertaken, the. Commonwealth met tho difference between the costs in-
curred by the AWB on its commercial borrowings and those which would have been
incurred on RCD advances,

As announced in the Treasurer's economic statement in May 1983, commencing in
1983-84, tho Board is now permitted to source at least half its borrowing requirement
from overseas and the reimbursement arrang have been terminated from 30
June 1983-—the cost of the reimbursement in 1982-83 was $20.9m.

The Wheat Finance Fund was established under the current Wheat Marketing Plan
to refinance outstanding RCD borrowings, It is financed by an industry levy of $2.50
per tonne on deliveries to the Wheat Board. The Fund'is being maintained at the statu-
tory maximum balance of $100m and excess levy receipts and interest earnings are
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refunded. to growers on a first-in-first-out basis, Total Fund receipts in 1983-84 are
estimated at $19,5m from the levy on tho [982-83 pool and $13.6m in interest earnings,
all of which will be refunded to growers,

In.addition 1o the lovy, wheatgrowers pay a Wheat Tax on wheat delivered to the
‘Wheat Board to fund rescarch on behalf'of the industry. It is proposed that the rate of
tax will increase from 25 to 30 cents per tonne for the 1983-84 season commencing 1
October 1983, In 1983-84 Wheat Tax receipts are estimated at $4.7m and will be

ppl dbyaC calth contribution to wheat research of $2.3m.
The following table ises: C Ith Budget assist to the wheat
industry:

1981-82  1982-83 1983484

Actuat Actuat  Estimate Change
sm Sm. sin Sm %
Quilays'on the Industry {nct of churses und 3
payments) . . . . . « B 384 473 156 =37 ~ 610
Financed by—
Commonwealth Contributions from CRF 253 8.8 23 ~222 - 90.7
Intorest on Inyesiments-—-
CummenwenllhSccunues(a) e 56 0.1 05 + 04 +341.8
Other(d) PR 5.4 23 140 - 83 - 30
Other Trust Fund Rccmpn(c) o . 36 . “ o .
Ch-mgeu\RelevumTrusll‘undnalunccs . 1.2Cr 0.5 12 - 16 —-354.7

{@) Thisinterest is offset against outlays under 'Public Debt Interest’,
(b) These recelpts are recorded under ‘Interest, Rent und Dividends® In Statement No 4
{¢) These receipls are recorded under *Other Finuncing Transactions’s

SUGAR' INDUSTRY

On-lending to Queensland

Under the price stabilization arrangements of the International Sugar Agreement,
Australia is required to set aside 380 000 tonnes of special reserve stocks of raw sugar in
the two year period to 31 December 1983, To. help defray the costs of these special
stocks, Australia sought drawings of $36,7m from the Buffer Stock Financing Facility
of the International Monetary Fund. Upon receipt, these funds were on-lent to
Queensland onthe same terms and conditions under which they were received,

In addition, an interest free loan of $3.3m was received in 1982-83 from the Stock
Financing Fund of the. International Sugar Organisation for on-lending to Q i
‘This fund is-financed through a levy on traded sugar, In 1983-84 Austruliu is eligible for
further loans of around $4.2m from the Stock Financing Fund,

DAIRY INDUSTRY

Notwithstanding Commonwealth. direct financial assistance to the dairy industry
(outlined below), receipts in 1983-84 are expected to exceed expenditure by $1.7m due
mainly to the repayment. by the States of loans of $2.6m in respect of dairy industry
adjustment programs,
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Dairy Indistry Stabilization

The existing marketing atrangoments for dairy products were infroduced by the
Government on 1 July 1977, Thoy provide for & stabilization. levy (oqual to the
difference between the domestic bulk.wholesale prico and the assessed export price) on
the production of certain preseribed dairy products, The levy procesds (for cach of the
prescribed products) are disbursed among manwfacturers and, in turn, are passed on to
prod The arrang are designed to protect the domestic price structure ynd
to equalise the unit return for each. prescribed product, based-on total domestic and
export sales; Levy collections. and payments to manufacturers are oach estimated at
$122.9m in 1983-84 and reflect an increase in the differential between the estimated
domestic bulk wholesale price and assessed export price returns,

Price Support for Dairy Products

During 1983-84 the C ealth will continue to underwrite the equalised dom«
estic and export roturns. for prescribed dairy products (butter, skim milk powder,
casein, cortain cheeses and whole milk powder), Under this arrangement the Common-
wealth guarantees a gross pool return equal to 95% of a three-year moving average of
gross equalised pool returns whore each yoar's return receives equal weight, The threo
years takeq into account are that year for which underwriting is being determined (in
this case 1983-84). and the previous two years, A Commonwealth payout will not be
required. in 1983-84 if, as expected, returns to the industry exceed the underwritien
values,

The IAC s to report to the Gavernment by Novembor 1983 on whether or fiof as-
sistance, including underwriting, should be provided to the Australian dairy industry
and, if so, the nature and extent of such assistance,

Research, Promotion and Other Expenditures.

Dairy promotion and research. expenditure and Australian Dairy Corporation ad-
ministrative costs are financed primarily through a levy collected from the industry on
all’ wholemilk and butterfat produced. in- Australla, The revenue from the lovy-is
estimated at $14.8m in 1983-84 and roflects an increase in the levy on wholemilk from
17 t0 29 cents per 100 litres from 1 October 1983, The research component will bo

ppl dbya hing C calth contribution of $0,6m.for expenditure on
approved research programs,

FRUIT INDUSTRY
Stabilization, Research and Promotion
Under the current apple and pear price wnderwriting arrangements, which apply

for the 1981 to 1983 export inclusive, the C ealth gu! export re-
turns in oach season at 95% of the weighted average return for the preceding four
scasons, The stabilization. arrang for. pears torminated at the end of 1980 and

those for apples are being phased aut aver four years with stabilization payments being
reduced by any amounts due under the underwriting scheme, Stabilization and
underwriting assistance is estimated at $2:1m in 1983-84, The industry makes no contri-
bution to these arrangemonts,
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The Commonwealth is also. providing supplementary assistance for apples and
poars for the four seasons 1981 to 1984 inclusive, on a-dollar for dollar basis with par-
ticipating Siates, with a view to facilitating structural adjustment within the apple and
pear industry. Expendituse in 1983-84 is estimated at $0.8m,

Under marketing arrangoments for the dried fruits industry, $14.8m.will be paid to
the Australlan Dried Fruits Corparation in 1983-84 for the purpose of equalisation of
domestic and export market returns, These payments are fully funded by industry
levies which are shown under ‘Charges and Repayments’, The dried: fruits industry’s
marketing and. financing arrangoments are to-be the subject of an IAC inquiry in

1983.84,

An amount of $3,5m, raised largely through industry levies, is provided to finance
the aperations of various fruit marketing authorities, promotional activities and
research,

Other

The Commonwealth is providing a bounty of $100 per tonne for berryfruit.sold for
processing. over the five-yoar period commencing t July 1982, The estimated cost in
1983-84i5 $0,3m,

In addition, the Commonwealth is to extend its program of grants to the States to
provide adjustmont assistance to'growers of canning fruit for the 1983-84 season, Up to
$1m will be pravided by the Commonwealth in 1983-84 under the scheme. Assistance is
to bo provided by way of grants for the remaval of fruit trees under conditions to be de-
termined {n ¢onsultation with the relevant States,

The Government has decided to provide an interest free loan of $4.1m to Letona
Ca-op Ltd, This loan, which is to be ropaid within 15 years, will be provided to the New
South Wales Government for on-payment to Letona, The Government has also de-
cided that from 1 January 1983 interest will cease to accrue on the loan of $874 000
provided in. 1971 to Letona. This loan, together with.accrued i {, now to
$14m, Letona is burdened with long term debts and this assistance, together with assist-
anco by tho Now South Wales Government, is intended to promote long tesm viability
for the cannery,

POULTRY INDUSTRY

Qutlays on stabilization. (estimated at $19.8m in 1983-84) are financed from indus-
try levies which flow back to the industry through State egg marketing authoritiesin ac-
cordance with the terms of the Egg Industry Stabilization Scheme, The Budget provides
for Co woalth contribution ds agreed h programs ($0.2m in respect
of poultry and $0,3m in respect of chicken meat) to match expenditure for that purpose.
from industry levy receipts.

CATTLE, SHEEP AND PIG INDUSTRIES
Eradication of Cattle Diseases and C fon (Net)

Net payments for cattle. discase oradication and P ion are estimated at
$12,1min 1983-84,
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An estimated $37m is payab]e to the Stam and Northern Territory in 1983.84 for

bovine. brucellosis and tut dication. This includes $28.6m for eradication-
operations of which $4m is to. be provided on.a dollar for dollar basis wnth the States
and-Northern Territory for a range of new assi designed'to

the cradication of bovine brucellosis and tuberculosis in central and nonhcm Australia,
It also includes $8.4m for gmnls to compensalc owners for cattle slnugmered under the

ion program, i 831.7m g from the decisi to the rate of
C ith ‘innr ble for slaughtesed tubercul tors from 50%
to 75% of net asmscd compensation value;. this is the: same rate as applies to slaught-
ered brucellosis reactors.

Recoveries from the disease. eradicati p of the Li k Slaugh
Levy and the Livestock Export Charge are estimated.at $25:2m in 1983-84 and are
offset against total Commonwealth outlays on disease eradication operations.

Also included under this heading is an amount of $0.2m for the maintenance of a fa-
cility in Papua New Guinea having the capability of producing large numbers of sterile
screw-worm flies. This will facilitate a sterile insect release method campaign. to
eradicate any outbreak of screw-worm fly in Australia,

Inspection Services (Net)

Direct expenditure on meat and livestock export inspection services undertaken by
the Department of Primary Industry is estimated at $70.1m in 1983-84, an increase of
$11.4m over 1982-83, Offset against this is estimated revenue of $41.8m, comprising
$31.5m from charges on exporters for meat and livestock inspections and other
recoveries of $10.3m, The Government has. decided that the rate of cost recovery
should be 50% and as a consequence it.is intended that meat export inspection charges
for cattle be increased on 1 October 1983 from approximately $1.80 to $5.40 per car-
cass. This increase is the first since 1979 when charges were first introduced:

The estimates also reflect the transfer of the NSW 'domestic meat inspection service
to the Commonwealth from 1 July- 1983 and include a payment of $1.5m by NSW to
the Commonwealth as part. payment of the accrued leave liabilities of the transferred
employees. Charges on meat produced in non-gxport registered works in NSW are to be
maintained attheir curcent levels,

Beef Industry Assistance

The Commonwealth is to provide $0.7m in 1983-84 townrds the cost of implement-
ing a beef cattle carcass classification system (assistance provided for this purpose in the
five years to 30 June 1983 totalled $3.4m). The net reduction in. outlays under this
heading reflects a non-recurrent payment in 1982-83 of $0.9m to satisfy.the Common-
wealth’s joint guarantee with the Victorian Government of a borrowing by Co-
operative Farmers and Graziers Direct Meat Supply Limited.

Animal Health Services

in 1983-84, the Comnionweaith will provnde $2m to finance the activities of the
Bureau of Animal Health whaose functions are the supervision of livestock health
export certification and co-ordination of national animal health programs for endemic
and exotic animal discases,
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R h, Pr {on and Other Expenditure

‘The Commonyyealth matches industry expenditure funded from industry levies.on
approved:research programs for the meat and pig industries. It also makes payments,
which are fully-funded. from.industry levies, for pig'meat promotion and to the Aus.
tralian Meat and Livestock Corporation (AMLC) for its administrative and' oper-
ational expenses, including promotion. Estimated outlays in 1983-84, including those
funded from industry contributions, are $14,9m for meat and pig industry research and
pig meat promotion and $12,3 for the AMLC.

The Government is to contribute $0.6min 1983-84'to the Sheep Meat Market De-
velopment Fund administered by the AMLC., The Fund is intended to develop and ex-
pand markets for A lian hogget'and in the Middle East and is fundedona
doltar for dollar basis by the Commonwealth and the meat industry.

Charges and Repayments

Included under this heading are the industry levies in respect of the AMLC and for
meat and pig research and promotion (318.8m) and repayments of advances {$0.9m)
in 1983-84 under a beef industry assistance scheme.

The following table ises C Ith Budget assi to the cattle,
sheep and pig meat industries;

1981-82 1982-83 1983-84
Actual Actual Estimate Change
Sm sm sm. $m %
Outfays on. the Industry (nel or
chargesand repayments) . 40.8. 478 5.2 +34 + 7
Financed by—
Commonwealth Contributions from
CRF v . v v v 414 544 500 ~d44 - 81
Interest on Investmentsm
Commonwealth Securities (a) . . 0.2 0.2 =0 —-253
Other (b) 0.7 1.6 18 +0.2 +10.2
Change in Relevant Trust’ Fund
Balances . . . . . . LiCr 84Cr 0.7Cr +7.6 +91.3

(a) “This interest is offset against outlays under ‘Public Debt Interest’,
(b) These reccipts are recorded under ‘Interest, Rent and Dividends' in Statement No. 4.

OTHER AGRICULTURAL AND PASTORAL INDUSTRIES

This heading covers outlays, mainly promotion and research, in respect. of the
honey, oilseeds, tobacco, wine, barley and: cotton industries, Industry contributions
towards these activities are included in ‘Charges and Repayments nec.

GENERAL ASSISTANCE NOT ALLOCATED TO SPECIFIC AGRICULTURAL AND
PASTORAL INDUSTRIES

Rural Reconstruction/ Adjustment

The Rural Adjustment Scheme established by the States and Northern Territory
Grants {Rural 4dj ). Act 1976 provides C wealth assi the
of which is determined annually, to the States and'the Northern Territory for the pur-
poses. of farm debt reconstruction, farm build-up,. farm. improvement and rehabili-

tation, carry-on fi and household: support, Assi for debt reconstruction,
farm build-up, farm improvement and rehabilitation is made available by the Common-
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wealth, 85% of assistance-being by loan and. 15% by grant. For carry-on finance; the
States and the Territory share equally with the.C Ith the.fi ing of loans
together with. repayments of principal and pay of i ived from pro-

ducers. The Commonwealth funds all household support and receives any principal

and. i quently recouped by the States and the Territory on funds so
provided,

The Commonweaith meets half of the administrative costs incurred by the States
and the Territory in the provision of carry-on finance and contributes towards the ad-
ministrative costs of providing the other forms of assistance. Outlays under the scheme
in 1983-84 are estimated at $46m, compared with $17.9m in 1982-83, (An amount of up
to $10m will also be required in 1984-85 to fund approvals expected to be made but not
financed in 1983-84), Outlays under this Sck also include an esti d C
wealth contribution of $11m for carry-on finance to the sugar industry which is to be
matched by contributions from the Queensland and New South Wales Governments.
These funds will be used to provide loans to growers who are assessed as viable in the
long term.

The JAC is to report, by January 1984, on theadequacy of the. Rural Adjustment
Scheme to meet the longer term adjustment needs of rural industries.

Drought Relief Assistance

The Drought Relief Fodder Subsidy Scheme, established by the Drought Assist-.
ance (Primary Producers) Act. 1982, provides for the Commonwealth to make arrange-
ments with the States and the Northern. Territory for the. payment of a subsidy to
drought declared primary producers towards the cost of purchasing fodder for sheep
and cattle.

Under the Scheme, eligible primary producers received a subsidy for feeding sheep
and cattle based on 50% of the price of feed wheat and the nutritive value of the fodder
relative to wheat. Payments: to primary producers in cach month do not, however,
exceed 80 cents per sheep and $8 per head of cattle or half the purchase price of fodder.
for those sheep or cattle whichever was the lesser. For primary producers meeting the
various eligibitity requi ts, the subsidy t payable on fodder purchased after
1 September 1982, In 1982-83 $103.7m was advanced to the States for the purposes of
the Scheme.

Following widespread rain throughout Australia the Government announced that
the Fodder Subsidy Scheme would cease from 30 June 1983 with all fodder purchased
after that day being ineligible for the subsidy. Under the arrangement with the States,
however, primary producers are allowed up to six months to submit claims after their
cligibility for subsidy ceases. It is estimated that $34m will be required in. 1983-84 to
meet these claims.

The Drought Relief Interest Subsidy Scheme, which was also established by the
Drought Assistance (Primary Producers} Act 1982, provides for the Commonwealth
to make payments to eligible primary producers which cover all interest payments
exceeding. 12% in respect of borrowings undertaken for the purpdses.of primary pro-
duction on or before 31 August 1982 and borrowings after that date for carry-on pur-
posss. To be eligible for the subsidy, primary producers must, inter atia, be drought.
declared and not have readily realisable financial assets in, excess of 12% of the farm
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enterprise’s total farm debt. No subsidy is payable in respect of interest accrued prior to
1 September 1982. An. of'$3.3m was paid to primary producers under the
Scheme in 198283,

The Government has announced that the Interest Subsidy Scheme. will cease on 31
December 1983, Primary producers are allowed up to twelve months to submit claims
from the date they cease to be drought declared or from the date of termination of the
Scheme, whichever is the earlicr, It is estimated that expenditure under the Scheme in
1983-84 will be S11.4m,

Outlaysunder this heading do not incorporate the considerable assistance provided
to primary prod by way-of drought relief assi under the Natural Disaster
Relief Arrang which is included under the sub-function ‘Payments to or for the
States, the Northern Territory and Local Government Authoritics, nec’,

Fertilizer Subsidies

The estimate for 1983-84 includes $46m for the phosphate fertilizer subsidy_ of s'l»2
per tonne, and $5m for the nitrogenous fertilizer subsidy of $20 per tonne. chlslnu.on
was passed in 1982-83 which made imports of phosphatic fertilizers eligible for subsidy
and provided for the continuing pay of fertitizer subsidies until 30 June 1985..

Inspection Services nec

In addition to meat export inspection services, the Commonwealth provides export
inspection services in respect of wool, grains, fruits, dairy products, fish gnd other
exports: requiring quality certification. Expenditure on these services is esnmatcd.at
$11.1m.in 1983-84, offset against which is estimated revenue of $5.5m from export in-
spection charges. In accordance with.the Government's policy of recovering 50% of. th'e
cost of inspection services provided by the Department of Primary Industry, it is
intended that existing charges on most products will increase on 1 October 1983.

Other
This covers the provision of agricultural services in the ACT (82.3m), assistance for
minor agricultural-rescarch ($0.3m) and projects sponsored by the Australian Ag_ricul-
tural Council ($0.2m), The major part of the increase of $0.8m is to fund the repair and
replacement of ACT rural fences for which the Commonwealth has responsibility. F.ull
ibility for agricultural jon services has been passed.to the States (which
have always had the main role in this.arca). with Commonweaith funding being incor-
porated within the tax sharing grants to the States.

Recoveries and Repayments

In 1983-84 the C wealth Develop Bank is to make a $2m repayment on
past qur\monwwlth advances compared with repayments of Sl7.9r.n made '!n 1982-83,
Repayments in 1982-83 included a special repayment of $15m which finalised repay-
ment of some outstanding advances and thereby reduced the scheduled repayments to
be made in future years,

The balance of the estimate comprises repayments by the States of past advances
for rural adjustment assistance.
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IRRIGATION AND OTHER PASTORAL WATER PROJECTS

q: b

Expenditure under this } g comprises Ci h asst mainly to the
States and the Northern Territory, for rural water conservation, irrigation, salinity miti-
gation and' drainage, and flood mitigation. The Commonwealth provides funds for
water-related purposes under the National Water Resources Program: (NWRP) and,
outside this program, to Queensland for construction'of the Burdekin Dam. In 1983-84
an amount of $46m is provided for the NWRP-and up to $13m for the Burdekin Dam
{anincrease of up to 39% on expenditure on these programs in 1982-83).

The recommendations of the recently completed' report, the ‘Perspective on
Australia’s Water Resources to the Year 2000", have been discussed with the State
water resources Ministers in the Australian Water Resources Council. (AWRC). The
scope and nature of Australian Government assistance for water resource programs be-
yond 1983-84 will have regard to the of these di

Of the 1983-84 allocation for the NWRP, $38.9m has not yet been allocated to
specific projects, and (pending allocation) is included under the item ‘Irrigation, Inves-
tigation. and Other Water Projects’. Further details on the: NWRP- are contained in
Budget Paper No, 7, Payments to or for the States, the Northern Territory and.Local
Government Authorities, 1983-84.

Irrigation, Investigation and other Water Projects

Final allocations for irrigation projects under the NWRP in 1983-84 have still to be
settled, but will include an, estimatéd $4m for the Bundaberg irrigation sch and
$1.1m for the Commonwealth’s contribution under the River Murray Waters. Agree-
ment to the costs of the River Murray Commission. ($im for works and $0.1m for ad-
ministrative expenses). Legislation has been introduced to implement the new River
Murray Waters Agreement between the Commonwealth, New South Wales, Victoria
and South Australia. The new Agreement gives the River Murray Commission an ad-
visory role in relation to various activities in the Murray/Darling catchment affecting
the quality of tributary flows and enables the Commission to formulate water quality
objectives and standards for any part of the Murray River, The Government is also pro-
viding up to $13m in 1983-84 for construction of the Burdekin Dam.

The Commonwealth will provide $0.5m for water research in 1983-84 and will
establish an Interim Council to advise on the need for an Institute of Freshwater
Studies. The States and the Northern Territory will receive-funds for water resources

assessment projects in 1983-84 but, except for the amount for the Northern Territory'

($1.4m), allocations and related studics are still to be determined.
Salinity Mitigation and Drainage

In 1982-83 the Commonwealth provided $5.3m as further assistance for a co-

d designed to alleviate salinity and drainage problems in the Murray

Valley and SZm for salinity control in the south: west area of Western Australia. As-

sistance in. 1983-84 under this heading will depend on the allocation of assistance under
the NWRP:

Flood Mitigation

Assistance to the States and the Northern Territory for flood mitigation (excluding
urban flood mitigation) totalled $0.3m in 1982-83, including $0.1m for New South
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Wales flood plain management works and studies and-$0,2m for Victorian flood niti-
gation. Possible assistance under the NWRP for flood mitigation projects in 1983-84 is
still to be determined.

Recoverles and Repayments

Repayments are estimated at $3.2m in 1983-84 and include $2m from New South
Wales in respect of earlier advances for the construction of the Blowering Reservoir.

LAND DEVELOPMENT PROJECTS
Soil Conservation

The Commonwealth has provided $1m for the implementation of a National Soif
Conservation Program involving financial assist: to the States for the purposes of
soil conservation and related research. and extension activities (30.6m) and-a public
awareness campaign'to be undertaken by the Commonwealth ($0.4m).

War Service Land Settlement

The provision of $1.9m in 1983-84 includes $1,8m towards the operation and main-
tenance of the. Loxton jrrigation project in South Australia and $0.Im for South
Australia to make credit facilities available to cligible settlers,

Repayments

Of the $3.8m repayments estimated for 1983-84, $2.6m relates to- War Service Land
Settlement, $0.7m to repayments under the Queensland Brigalow Lands Agreement
and $0.5m to repayments of agricultural re-establishment loans made to former
members of the defence services.

GENERAL ADMINISTRATIVE AND OTHER EXPENDITURE

This item includes the salaries and administrative costs of the Department of Pri-.
mary Industry ($24.4m), the Bureau of Agricultural Economics ($8.4m), and the Com-
monwealth's contribution to the Australian Plague Locust Commission ($0.6m). The
estimatés. for the Department include the cost of administering the Drought Relicf
Interest Subsidy Scheme ($1.4m).

191



MINING AND MANUFACTURING INDUSTRIES

82 198283 1953.84
I?\illunl Actual  Estimate. Chatige

Sm $m sm $m %
Mt‘ningiln\luslry-
Usanium— " .
rExplo;nllonnnch\'clonmenl R 82 gg 06 _4;; —-l&l)()
Commonwealth Uranium Stockpile (net} 22 46, Py Siel 0
Transfer of Cooper Basln Interests (net} - 2,—& o 1ol b
Burcuu of Minerst Resources  + 4+ . l&.g L0 2 Y] T
OtherMining{net) . ., « . « ., 114 2
Total . 0 0. 61,7 T8 210 ~d449 - 6L
Manulacturing tndustey~ y & 2
Shipbuilding Assistance . . . . . .. 268 g;g _2[?; 1 lgg o
tndustrint Researchund Development . 4.2 3.1 7.5 s T
Agriculral Tractors Bounty . . . . . 6.3 s 03 i Hsst
Dok Do ] 187 00 413+ 67
k Bounty I R : 3o
Heavy Commercint Vehicles Bounty . 6.4 6;; 6&? :%3 o
Textile Industey Bounties . « . . . . 238 i 3\2.0 W o5
Steel Industey Bounties . . . . . L -2 i 29 13e LY
Ollle(llounly[’rnyn.\tnu LI ;:l 2:1 |:9‘ oo 5
glher!'\sismnoee R 13 38 8 w2l 47
General Administration {net) () [N 9.
Totab . ... Ve 1398 19707 2572 +59.6 + 300
TOTAL MINING AND
MA#S%E?CTUNNG‘ fNDUS- 2015 269.5 2842 +17 + 54

i i f Industry and
i3 the expenditure on the industry policy function of the Department o
® g:r:\‘:\r\‘ckn‘:lc“;g:: .glsl{::':\‘c;;wlnisfvmve armngements which were announced on 7 Mn{l 1982‘. Administrative
expenditure from thut date for the Department is reconded under *Other Assistance to Industry’s
Note: n.a,—not applicable

MINING INDUSTRY

dition to the direct assistance outlined below, the Commonweaith asﬂsls.the‘
dev:‘l‘oap:m\l: of the mining industry lhroug.h the tuxalifm system by_wn‘); of ;11‘3:;8
special provisions applying to certain mining companies or to (hen: s‘aic 4°. the.
Further details of assi provided through the t system are in
A to Budget St No. 4,

Uranium—Exploration and Development

The Commonweaith will make payments in 1983-84 of $0.2m to the Nnr‘lhcm Lum;
Coungil (NLC) in d with the Agi made under the AborlglnaIALan
Rights (Northern Territory} Act 1976, That :AgreemenF sets' down t!w tfm:}s) ar;( co:r
ditions under which the NLC agreed to mining operations. proccef!mg in the Rang ‘
Project area and provides, inter alia, for payments to.the NLC during the cumfncyt :d .
the Agreement. The Commonwealth will also continue to mest (lfe cxpenses (autmx;
at $16 500 in 1983-84) of the Ranger Assessor, who estimates pe_nodlcally the cost of rc‘;
habilitation of the Ranger Project area, Both of thc.se Jexpendntures will be 'l'efoupe‘
from Energy Resources of Australia Ltd, which acq the C s interes!
in the Ranger Uranium Joint Venture in 1980-81,

14}
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In accordance with the Memorandum of Understanding between the Common-
wealth and the Northern Territory, an amount of $0.2m is provided in 1983-84 to com-
plete the construction of state-type social infrastructure at Jabiru.township to support
the Ranger uranium development,

An amount of $0.3m has been provided in 1983.84 for the Australion Uranium.
Export Office; a similar amount was provided in 1982.83,

Commonwealth Uranium Stockpile

Under agrecments entered into with certain Austratian companies, the Common-
wealth supplied ium from its stockpile to enable those companies to meet initial
delivery abligations under contracts approved prior to D ber 1972, The ag;
provided for. qui to the net p ds from the sale of these borrowed
uranium concentrates to be paid to and held by the Commonwealth, pending the return
of such concentrates to the stockpile, The last of the uranium concentrates borrowed
under these agreements was returned to the Commonwealth in 1982-83 and Energy
Resources of Austrafia Ltd was reimbursed $46.7m in respect of that material.

Bureau of Mineral Resources

An amount of $23.Im is provided in 1983-84 for the continuing activities of the.
Bureau of Mineral Resources, Geology and Geophysics ($21m was spent in 1582-83).
This provision includes a $2.9m addition to the Bureau’s vote to enable it to conduct a
national marine geoscientific research program.

Transfer of Cooper Basin Interests {net)

In 1975 the Commonweaith, through the former Petroleum and Minerals Auth-
ority, purchased interests in the Cooper Basin from the Delhi International Ojl Corpor-
ation, Delhi is now owned by CSR Limited. The purchase price included a deferred
payment which has now b due and is expected to be paid in instal over the
next seven years. The Commonwealth’s interests were sold to the South Australian Ol
and Gas Corporation (SAOG) in 1977, with that. contract containing a similar pro-
vision to defer some part of the purchase price. Because of a difference.in the timing of
receipts from SAOG and payments to CSR, the Commonweaith expeets a net outlay of
$0.5 million in 1983-84,

Other Mining (net)

A provision of $1m ($0.9m in 1982-83) has been included to meet Australia’s con-
tributions to the administrative costs of several international minera) commodity organ-
isations. An amount of $0.1m is provided as the Commonwealth’s contribution towards
the Government diamond valuer for the Argyle project in Western Australia.

$1.5m has been provided for the Commonwealth's contribution towards the admin-
istrative costs (shared with NSW) of the Joint Coal Board,

Under the Petroleum (Submerged Landsj Act 1967 an amount of $1m is estimated
to be collected by the Cc Ith and passed to the States in 1983.84 in respect of
feesand other charges.

In addition, $0.2m is provided in 1983-84 as a Commonwealth contribution to the
cost of the relocation of the pilot plant operated by the Australian Mineral Develop-

meat Laboratories, a South Australian statutory authority. A similar contribution is
expected in 1984-85,
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MANUFACTURING INDUSTRY

Ship Building Assistance )

Under the Botnty (Ships) Act 1980, bounty is assessed s & percentuge of the cost of
construction of vessels, The current rate of bounty of 27.5% applies until 30 June 1984,
Thereafter, it phases down to a long ternt rate of 20% which is to apply from & July
1986, Outlays in 198384 ure estimated at $26m ($24.9m in 1982-83) and represent sub-
stdies towards the cost of 90 ships,

Bounty for vessels for which tenders.closed before | July 1981 will continue to be
provided under the Ship Construction Bounty Act 1975, Payments in 1983-84 under
that Act are estimated at $0.2m.(30.9m in 1982-83), and are being applied towards the
cost of § ships,

Industrial Research and Developntent

A further five-year program of grants under the Industrial Research and Develop-
ment Incentives Act 1976 was commenced on 1 July 1981, to encourage rescarch and
development by industry.

Under the Act, compunies can apply for commencenient grants (intended to en-
conrage the build:up of a research and development capubility) and project grants in
respect of specitie research projects, The maximunt geant rate for commencement and'
project grants is generally $0% of eligible research and development expenditure. A
ceiling on grant payments Hmits individual companies or groups to a maximum grant of
$40000 per aunun for commencement grants and $750 000 per annum for project
grants, Project grant upplications are ranked according to their potential contribution
to industry policy objectives.and selected for funding on that basis, Commencement
grant applications, provided thoy weet the cligibility criteria, are generally funded in
order of receipt..

Assistance is also provided for industrial h projects which are considered to
be in the public interest and which normatly involve the commercial development of
the research results of public sector ot non-profit research institutions,

Qutluys for the above programs are estimated at $71.6m it 1983-84, compuared with
$52.8m in 198283, reflecting the Government’s decision to increase support for
industrial research and: development, The 1983-84 provision includes $16.2m for
commencenent grants (1982-83 outlays of $13.tm), $45.5m for project grunts
{$34.8m) and $10m for public interest projects ($4.5m).

In addition to the above divect incentives for rescarch and dovelopment,
expenditure on ‘scientific research’, including expenditire ot certain plant, equipment
and buildings, continucs 10 be an allowable deduction under the lncome Tax
Assessntent Act 1936,

Agricwltural Tractors Bounty

Under the Bounty {Agricultural Tractors) Act 1966, assistance is payable to
eligible producers of certain agricultural tractors until 31 December 1984 or such later
date as is tixed by proclamation, To be eligible for bounty, tractors. must meet o
minimum local content provision of 55%. The bounty: rates are indexed quarterly to
reflect fmport price movements. Payments in 1983-84 are. estimuted at $7.5m,
compared with $3.2m in 198283, The increase reflects the Government's decision,
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wing consideration of the Temporary Assistance Authority’s (TAA) report on
‘Agricultural Wheeled Tractors', to double bounty rates for a peri{)d éf 12 nZont‘I)l: fr:r:i
10 June 1983and to pay & bounty-of 15% of factory cost on tractor cabs produced and
sold in Australla for fitting to imported agricultural.tractors for the same period. The
longer torm assistance needs of the industry have been referred to the IAC for report.
Machine Tools Bounty

Under the Bounty (Metal-working Machine Tools} Act 1978, bounty ussi I
to be provided until :{0 June 1984 to Australinn munuf{mlurers ol! nou-pgrll‘:;‘ls:::::
operated metal working machine tools, at a rate of 334% of fuctory cost, subject to
certain local content requirements. In addition a:bounty, at the rate of 25% of design
costs incurred in Australia, is payable to machine tool facturers forthe A \i
design cost component of machines covered by the Act.

Bounty payments are estimated to decreuse from $14.1m in 1982-83 to $13.5

\ 8 3 .5m in
1983-84. The IAC is currently reviewing the long term assistance necds of the industry.
Book Bounty

Under the Bounty (Books) Act 1969, a bounty is paid on the cost of producti

» \ ction of

:gleg|blebl:oolk§sa:1r§¥:fu;;ured in Australia, Bounty assistance is to be pro\l/)idcd until 3!
comber . The bounty is currently payable at a rate of 30% phasi

from 1 January 1984, °° phusing down t0 25%

Payments in 19‘82-83 amounted to $18.7m and $20m is being provided for 1983-84,
the increase reflecting expected cost increases and the expected number of claims,
Heavy Commercial Vehicles Bounty

The B‘o.unry (Commercial Motor Vehicles) Act 1978 provides for bounty payments
on assembly of certain g | purpose vehicles, including buses, which incorporate
pre§cnbed components used as original equip Bounty assil will be provided
until 31 December 1984 at the rate of 20% of the into-store value of. eligible local
components,

Bounty puyments are estimated at $6m in 1983.84 compared with $3.7m in
1982.83, ““‘“1‘_:’3 :xpectcd recovery in demand and a higher inta-store cost of vehicle
components. The long term assistance needs of the industey are curr i
roviewed by the 1IAC. ¥ e clmently being
Textile Industry Bounties

. A broad program of assistance for the textiles, clothing und footwear industries,
!n\ended to encourago the development of a more efficient industry structure, was.
Entroduced ot I'January 1982, The program will operate until 31 December 1988 and
Tudes bounty assi: for a number of textile prod:
The Bounty (Textile Yarns) Act 1981 provides for the payment of bounty on the
V{Alue added by Australian producers of eligible yarns. The rates of bounty vary for
different yarn types and range from 33% to 59% of value added.

wsg;\;my payments are expected to be $66m in 1983-84 compared with $66.7m in

Under the Bounty (Printed Fabrics) Act 1981 bounty assistance is provided at a.
;u;e‘of 70% of the value added by Australian printers of certdin lightweight. woven
abrics.
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Payments are estimated o be $1.5m tn 1983.84; compared. with $0.6m in. 1982:83,
Continulng rationalisation within.the industry, u 1ow level of demund and administeats
ive difticulties veduced payments in 198283, but these fuctors. are likely to-have less
effiect in 1983.84,

The Bosnty (Bed Sheeting) Act 1977 provides n bounty, at a rate of 20 cents per
square fetre up to n maxtniunt payment of $0,6m pet botunty year, on the production
of bed sheeting made up to bed tnen, Payments for 1982-83 were S04t wod 1t s
cstimated that payments fot 1983-84 will be $0.6m.

Steel Industry Plan Bounties

‘The Government has annousnced an psistance plan for {he the steel industry com-
prising stiding seale bounties for five years on the following products produced und sold
in the domestic matkets

- high ulloy bar products and stuinless steel flat productsy

- hot rolted stelp for use I the production of certuin cold rolled stelp and sheet;

- hot rolled strip and plate, other than high altoy, for use in the production of plpes
und tubes; and

- hot rolled phate for use in the production of certain quenched tod tempered steel,

The Plan will commence operation on 1 January 1984 ind bounty will be payablewt
 taximumn tate of 20% or 17% on sales and tansfers up 10 1 certain level, The rate will.
reduce for specified nerements i sales and transfers, The celling on bounty payments
under the Plan will, inftfally be $70.6m pet annum with the celling for individual
boutics belng udjusted I Kne with wovements in domestie steef prices, Bounty puy-
metts i 198384 urcestimated to be $30m,

Prior to the Government's decision on the Steel Industey Plan. the Bonnty (Steel
Products) Aet 1983 was provlaimed following Government constderation of a TAA re-
port, This Act provides for payment of & bounty ut the rate of §% of the price paid or
payble for cartatn high wlloy steel products produced andsold for use tn Australia bes
tween | January and 31 Decomber 1983, subject to  totat limit of $3m. Puyrients of
$in were made i 1982483 und $2m Is expeeted to be paid in 198384 As from 1
Junuaty 1984 these products will receive bounty under the Steel tndustry Plan,

Other Bounty Paynients

Following  report by the TAA, the Bounty (Room Air Canditioners) Act I9§3
provided for payment of bounty on cerlain room ke conditioners produced and sold in
Australia between 27 October 1982 wnd 30 June 1983, Bounty is payuble ot the vate of
$60 or $90 per unit, uceording o cooling capacity, up tou limit of $1,5m. Payments in
193283 totalled $1,0m and $0.5m I exprected 10 be paid in 198384, The Government is
currently considering & TAA roport on the industey'’s requost for further shortlerm
assistance,

Under the Bounty (Paper) Act 1979, bounty is payable {at the rato of $90 por tonne
on specified coated paper and $70 per tonne on speoitied uncoated paper) on \h‘c
production and sale of eligible paper products uptos maxinum of $2.5m per year unpl
5 February 1987, Payments in 1983-84 are estimated at $1.7tn, compared with Stdm in
1982-83,

Under the Automatic Data Processing Equipment Bounty Act 1977, bounty is
payable until 28 March 1984 on eligible equipment ut the rate of 7.5% of the value
added by Australiun manufacturers, Payments in 1983.84 are estimated ut $0.8m,
compared. with $0:Tm for 198283, The 1AC Is currently reviewing the long-term
assistunce needs of the industey,

The Bounty {Infecti lding Bquiy '} Aet 1979 provides for the payment of
a bounty on.the value added by Austrafisn monuficturers of eligible equipment. ‘The
bounty rate Is ourrently 5% und this rate will continue until 23 Muy 1984 when the Act
it due to terminate, Following a report by the TAA, the Government decided to
provide ndditional assistance of 20% of the value added of injection moulding machines
and parts completed. after 23 May 1983 until u decision is tnnounced on a report
currently belng prepared by the IAC, 'The bounty will be payable to producers who
contlnve o manufacture the machines throughout this perlod aud undertake to
maintndn employment b least at the lovel existing, ot the time the decision was
announced, Payments in 1983-84 under the oxisting Act are cstimated at $0.8m,
compared with $0.7m in. 1982-83, Since eligibility for tho additionnl short-tesm
wssistanco will hot be estublished-until the IAC reports on the industry, no estimnte Jus
beett mude of the likely additions] cost involved,

Under the Bounty (Pentcillin) Act 1980 subsidy assistance is provided to local
manuficturers producing penfelllin for the further munufneture of antibloties in
Australin, Total bounty puyments for nny given bounty period are subject 1o n colling
wmount, Under the provisions of the Act this ceiling und the rate of bounty can be
ultered, On the basis of manufacturers' expected production schedules, $0.9m is

ted to be expended in 198384, compared with $0.7m in 1982-83,

Development of Microwave Landing System

The Governnent declded in 1981 to provide support of up Lo $4.901 for a further
threesyeur jolnt Commonwealth/industry program for the development of the
Intorsean microwave landing system, An amount of $1.9m is provided.in 198384 for
the last yoar of this fuether progeam, Expenditure in 1982-83 under this program
umounted to $2.2m.

Other Assistance

Commonwealth support for the Productivity Promotion Counclt of Australin. {n
1983-84 is $1.7m ($0.6m in 1982-83) which is to enable the Council to hire its own stafl
{following the phasing out of Commonwenith staft’ involvement) and to provide
ineteased support for the Council's activities,

In addition the following amounts are to be provided in 1983-84: $2m for
"Techuology and Innovation Programs of the Department of Scicnce and Technology
($0,7m in 1982-83); $1m for the Technotogy Transfer Council ($0.6m in 1982-83); und
$0.2m for the Industrial Design Countil of Austealin {($50000 in 1982-83) reflecting
the Government’s decision to increase support for these programs und organisitions.

Assistance is also provided to Austealian industry, particularly manufacturing
industry, through the Government's preference policy towards local industry in
purchasing and through the Offsets/Australinn Industry Participation policy. It is not
possible to precisely quantify the cost of this ussistance to the Budgot.
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General Administration (net)

Recorded under this item is expenditure on the industry policy function of the
Department of Industry and Commerce prior to the administrative arrangements
which were announced on 7 May 1982, Later years' administrative costs and
expenditure are recorded under ‘Other Assistance to lndusu-y—Genoral
Administration’,

TOURIST INDUSTRY

1981-82  1982-8Y  1983-84

Actual: Actust  Estinte Change
$m $m m m %
Australian Toucist Commistion .+ 89 100 178 +7.5 +75.0
Gremt Barrier Reef island Tourist
Resorts—-Diesel FuelSubsidy  « « + + - - 10 +1.0 na
Other Assistance 1o the Tourlst Industry .« 0.8 1.2 1,7 +0.5 +40.0
TOTAL TOURIST INDUSTRY 94 15,2 20.2 +9.0 +80.0

NOTE: n.n.—not applicable,

The 1983-84 Budget provision of $17.5m for the Australian Tourist: Commission
represents a 75% increase over the 1982-83 provision for the C ission ($10m).

Provision is made fora grant to the Queensland Government of $1m in 1983-84 to
subsidise the costs of diesel fuel to Great Barrier Reef island tourist resorts. The pro-:
vision of $1.7m-in 1983:84 for Other Assistance covers genernl operational expenses of
the ACT Tourist Bureau, Australias contribution to the World Tourism Organisation
and administration expenditure related to the Tourism function of the Department of
Sport, Recreation and Tourism,

ASSISTANCE TO EXPORT INDUSTRIES

1981482 1982-83  1983-84

Actual Actusl  Eslimate Chunge
Sm S Sai s %
Export Expansion GrantsScheme .+ . 1920 1850 980 =510 ~368
Export Market Devclcpmcm(]mnlsSLh:mc . 840 1080 150 +100 + 98
Exportand Trade Promotion « + + + » 2 E] 358 + 42 +13.3
Compensation Payments, .« 5 « .« v 26 02 .3 + O +28.7
EFIC—~
Interest subsidy for concessionul finance
frcility » v v v e e 64 153 187 + 34 +21.9
Premiumsand Repayment + v 0 4 v o 1.9Cr 3.7Cr 32¢r 4 03 A+ 142
General Administeation . ¢ v v v 0 0 24 LR 39 + 28 + 95
TOTAL ASSISTANCE TO
EXPORT INDUSTRIES . . . 3432 3323 296.2 —36.1 ~10.9

Export Expansion Grants Scheme:

The Export Expansion Grants Scheme sought to encourage increased exports of
Australinn goods and services, industrial property rights and know-how through the:
provision of grants based on increases in eligible sxport earnings over a base period.

Following examination of an lAC report on export incentives, the former Govern-
ment decided not to extend the S 's gistation beyond its expiry date of
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30 June 1983 asit was conxldcrcd that the Export Expansion Grants Scheme was not as
effective in g d A lian exports as the Export Market. Develop-
ment Grants Scheme,

The 1983-84 Budget provision of $98m is esti d to reduce obligations outstand.
ing in respect.of the 1982-83 and earlier grant years from $133m at 30 Junc 1983 to
$35m at 30 Juno 1984 and to reduce the carryover of outstanding claims from $50m to
$35m over the same period.

Export Market Development Grants Scheme
The Export Market Devell Grants Sct is designed to ex-

portersand prospective exporters toseek out and develop overseas markets, Grant pay-
ments are based on a.grant rate of 70% of eligible expenditure with the level of the
annual grant ceiling for cach claimant set at $200 000. The Scheme also provides for the
payment of travelling expenses of $50 per day (for up to 10 days for each export
promotional visit).

The 1983-84 allocation is estimated to involve the carryover of outstunding claims
of $35m at 30 June 1984 compared to $32m at 30 June 1983, It is estimated that claims
to be lodged in 1983-84 applicable to the 1982-83 grant ycar and earlicr years will total
$118m, an increase of $23m over claims lodged in 1982.83.

Export and Trade Promotion

Export and trade promotion outlays are estimated at $35.5m in 1983-84, They en-
compass expenditure on the Trade Commissioner Service (825.9m), matching grants to
primary product marketing boards and corporations for. overseas promotion ($1.1m)
and general trade promotional activities undertaken by the. Depmment of Trade
($8.5m), including the promotion of Australian i services in i
countries and & continuation of the Technical Support Facility to meet the costs of Aus-
tralian experts advising on, and formulating development projects for, countries in the
Middls East.

For 1983-84 the Government has decided to establish a $1.5m Market Research
fund which is to enable the Trade Commissioner Service to identify and research new
market and product development opportunities overseas.

Compensation Paynients

A provision of $0,3m is made in 1983-84 for payment of compensation or other as-
sistance to persons or firms adversely affected as a direct result of the former Govern-
ment's actions during'1980 in respect of Afghanistan and Iran, This compares with net
outlays. of $0.2m in 1982-83: Payments under the compensation arrangements are
expected to be finalised in 1983-84.

Export Finance and Insurance Corporation (EFIC)

EFIC provides export credit i and facilities, i cover for
direct investment against non 1 risks and, where necessary, export
finance for medium and long term credit sales of capital goods.

Interest Subsidy for Concessional Finance Facility

EFIC's concessional finance facility is financed by trading bank loans at commercial
rates of interest, The Corporation lends these funds to averseas buyers at concessional
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interest rates consistent with the minimum credit terms specified under the Organis-
atton for E ic Co-operation and Develop (OECD) Arrang on Export
Credits. The difference between the commercial interest rates at which EFIC borrows
and the interest rates at which it lends.is met from the Budget by way of a subsidy pay-
ment to EFIC each year. The subsidy payment was $15.3m in 1982-83 and s estimated
to increase to $18.7m in 1983.84, The increase in estimated. payments in 1983-84
reflects increased lending for the Ok Tedi Project in Papua New Guinea (in respect of
which the subsidy is expected to i by $4.5m to $8.4m in 1983-34).

At 30 June 1983, the Corporation had entered into loan ag ts in support of
capital goods exports amounting to almost $495m involving an outstanding maximum
subsidy commitment of about $133m. The corporation ‘has made advance commit-
ments to lend around $86m including a $50m credit line which will bring to $274m the
credits provided to finance procurement from Australia for the Ok Tedi project in
Papua New Guinea.

It is estimated that the costs to the Budget of EFIC’s concessional finance facility in
the financial years 1983-84 to 1985-86 would be $10.3m, $10.2m and $10m respectively
for EFIC's general business, and an additional $8.4m, $12.2m and $12.6m for Ok Tedi.
Premiums and Repayment

The Commonwealth’s share of insurance premiums arising under the national
interest provision of the Export Finance and Insurance Corporation Act, which is
expected to total $2.8m in 1983-84 compared to $3.3m in 1982-83, is included under
this heading:

Also included is a repayment of $0.4m in respect of advances totalling $4m made to
EFIC in 1974-75 and 1975-76 to enable the establishment of an export finance facility.
These advances were made before it was decided to finance such a facility through the
trading banks at commercial rates of interest.

General Administration

Included under this heading are the net administrative costs of the Department of

Trade ($29.1m) and the Export Development Grants Board ($2.8m).
OTHER ASSISTANCE TO INDUSTRY

198182  1982-33 1983-84

Actual Actua)  Estimate Change

$m Sm $m $m %

Petroleum Products Frelght Subsidy . . . 14715 1238 100.6 -232 =187
Energy Rescarch and Conservation . . » 158 180 19.4 + 14 + 1.6
Commonwealth Trading Bank—Capital . . - - 150 +150 na
A fian Industry Develop: C i - 45.5Cr 125 +58.0: nu
Biotechnology Research GrantsScheme . . - — 1.5 + 1.5 na
General Administration(@) . . . . . . 55 125 45 + 20 +15.38

TOTAL OTHER ASSISTANCE
TO INDUSTRY . . . . . . 1688 108.7 163.5 +548 +504.

(a) Recorded under this item are incurred by the Department of Industry and
Commerce (other than lor Customs) since 7 May 1982, Expenditure under the industry policy function of the
Department of Industry and Commerce prior to 7 May 1982 is recorded under *Mining and Manufucturing
Industeics’s

NOTE: n.a,—not applicable.
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Petroleum Products Freight Subsidy Scheme

The Scheme, which has been operational in country areas in its current form sinte 1
July 1978, provides for the payment of a freight subsidy on- the cost of distributing
motor spirit, power kerosene, aviation fuels and automotive distilfate. In the Budget
context the Government has decided to amend the Scheme so-as to remove from eligi-
bility for subsidy power kerosene and locations where there is no retail site. This is
estimated to result in savings of $2.1m in 1983-84 and $4.2m in a full year.

As announced in the Treasurer’s May E ic St the Sct was
amended so that as from 1 June 1983 the subsidy is payable only on freight differential
costs in excess of 1.1 cent per litre rather than 1 cent per litre as previously applied. The
maximum freight cost differential will in future be indexed in line with increases in the
CPI. An amount of $100.6m is being provided for the Scheme in 1983-84 compared
with expendnlure of $123. 8m in 1982-83. This expected decrease mainly reflects the:
May E St toi the subsidy margin to 1.1 cents per litre
and: the full year effect of the decision in the 1982-83 Budget to increase the subsidy
margin to1 cent.

Biotechnology Research Grants Scheme

The Government has introduced a Biotechnology Research Grants Scheme to pro-
mote the commercial development of biotechnology by Australian industry. Expendi-
ture in 1983-84is estimated at $1.5m,

Energy Research and Conservation

Grants for the support of projects under the National Energy Research, Develop-
ment and Demonstration Progtam are provided through both the Energy Research
Trust Account (ERTA) and the Coal Rescarch Trust Account. Expenditure from the
ERTA on energy research and development projects in 1982-83 was $14m, including
$0.2m i the form of assistance for overseas energy research, A similar level of expendi-
ture on energy research and develop is expected in 1983-84, The Govern-
ment has ngreed that new energy research pro_|ects costing $12m over four years may be
approved in 1983-84. Expected expenditure on new and existing projects in 1983-84
will be met from the ERTA balance available to the Program ($1m) and an appropri-
ation of $12.9m.

In addition to this provision for energy research, coal rescarch is also funded by an
excise, set at 5 cents per tonne of coal produced, The levy applies to black coal pro-
duction from non-State Government operated coal mines, and is supplemented by con-
tributions. from the States in respect of State Government operated brown and black
coal mines. Receipts into the Coal Research Trust Account are expected to total $5.1m
in 1983-84, and expenditure from the Trust Account is estimated at $4.5m, compared
with $4.3m in 1982-83.

The Minister for Resources and Energy approves the distribution of funds for
energy research, development and demonstration projects in the light of advice from
the National Energy R h, Develop and D ration Council,

The Commonwealth appropriation for the National Energy Conservation Program:
(NECP) in 1983-84 is $0.2m and will allow expenditure from the NECP Trust
Account of $1.3m in 1983-84, compared with expenditure of $0.6m in 1982-83. This
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program funds' activities promoting ‘liquid fuel conservation, conservation of other
eriergy forms such as electricity and gas, and energy conservation in buildings.

An amount of $0.3m is provided for the National Industrial Energy Management
and Audit Scheme in 1983.84 ($0.2m:was spent in 1982.83), This scheme funds sem-
inars-and workshops, publications and. films, awards, selected industry-wide - energy
audits and reimbursement ofconsulumcy costs for small and medium sized firms to en-
courage and assist industry to use encrgy more efficiently and reduce energy costs,

Commonwealth Trading Bank

The Government has.decided to provide a capital injection.of $15m to the Com-
monwealth Trading Bank in 1983-84. This will be the first such subscription made by
the Government to the Bank since its inception,

Australian Industry Development Corporation

The Australian Industry Developnient Corporation provides.finance for industries
concerned with the facture, p g, treatment,. transportation and distri-
bution of goods, and with the develapment and use of natural resources and technology:
Its paid up capital of $62.5m has been fully provided by the Commonwealth, with a
further capital instalment of $12.5 miilion to be provided in 1983-84, In 1982-83, the
Corporation repaid $45.5m of an overseas loan to the Commonwealth which, was in
turn repaid by the Commonwealth to the lenders,

General Administration

This heading includes administrative costs of the Department of Industry and Com-
merce, with the exception of its Customs responsibilities: ($14.1m), and the Canberra
Development Board ($0.4m),
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D. LABOUR AND EMPLOYMENT

The C Ithfunds a ber of activities relating to employment programs,
the management and settlement of industrial disputes, oversight of industrial awards
and agreements, manpower and training schemes, employment services and immi-
gration services, The 1983-84. provisions for this range of activities are set out in the
table below.

1981-82 1982-83  1983-84

Aclual Aclugl  Estimate Change
i Sm $m Sm %
Industria) Relations—
Conciliation and Arbitzation . , . . . 9.6 12 134 + 22 + 198
Industrial Refations Bureaw . . . . . . 54 63 —_ - 63 ~100.0
Payment toStevedoring Industey . B 174 173 170 - 03 - 18
Coal Miu(nllnduslryl.on;ScrvlceLenve . 81 142 190 + 438 + 341
Trade Union Training. . . . . . ., . 4.0 52 57 + 05 + 103
Administration . . . . ., ., . . 9.7 104 16,5 + 6.1 + 58.7
Recoveries . . . . ., . . ., .., 03Cr 03cr 0.3Cr - + 25
Towl . . . ... 0. 5490 642 n3 + Tl + 1.0
Employment—
Trade Training « . . . . v . . . 821 954 178 + 224 + 235
Skills Training 163 148 235 + 87 + 587
Youth Training . 63.3 779 93.5 + 156 + 200
Special Training 255 31.7(a) 32a) + 15 + 47
Employment Services. . . , . . 101.9 100.2 £194 + 194 + 194
Assistance to Long Term Unemployed —_ 04 321 + 317+ 84472
Special Employment Programs—
WagePause . . . .. .. - 1524 1476 - 47 - 3l
Community Employmcnl Progtam . - - 3015 +301.5 na,
Infrastructure Support for the Steel Regions - —_ 18.5 + 185 na.
Administrationund Other . . . . . . 35.1 618 76 + 99 + 160
Recoveries . .« . . . v . . . ., 0.5Cr 0.7Cr a7Cr o + 23
Total e 3236 5338 9582 4 444+ 795
Immigration—
AssistedMigration . . . . . L, 333 2.2 33+ 4l + 139
Administration . . . . o, . L L 546 63.) 68.6 + 55 + 88
Recoveries . . . , . . . . . ., 5.5Cr 5.6Cr 7.5Cr - 18 - 325
Totall . . . 0 824 86,7 94.4 + 18 + 90
TOTAL LABOUR AND EMPLOY- .
Ve e e e e s 460.0 684,7 11240 +439.2' + 64.1

(a) Includes expenditure for ‘Special Needs Clieats”,
NOTE: n.a.—nol applicable.

INDUSTRIAL RELATIONS

Conciliation and 4rbitration

Outlays under this heading provide for the operations of the Conciliation and Arbi-
tration Commission ($12.2m), the Public Service Arbitrator ($0.4m) the Re-
muneration Tribunal ($0.5m), whose main functions are to settle disputes and deter-
mine wage and salary claims and the provxsnon of certain legal and other costs in special
circumstances.
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Industrial Relations Bureau

The Industrial Relations Bureau (whose main functions were to ensure compliance:

with, and safeguard rights and entitlements under, the Conciliation and Arbitration
Act 1904 and regulations and federal awards) was abolished as from I July 1983, fol-
lowing amendments to the Act, The Commonwealth Arbitration Inspectorate has been
re-established within the Department of Employment and Industrial Relations and will
be responsible for securing the observance of industrial awards. Identifiable adminis-
trative costs' relating to the Inspectorate are included. in' ‘Industrial Relations—
Administration’. The Department and the Office of the Industrial Registrar will con-
tinue to offer advice to individuals and organisations concerned about their rights and
obligations under the Act.

Payment to Stevedoring Industry

Payments are made to the Stevedoring Industry Finance Committee from a levy
imposed on stevedoring employers under.the Stevedoring Industry Levy Act 1977. The
1983-84 estimate is $17m compared to $17.3m in 1982-83.. These funds are used, pri-
marily to fund the balance of the industry deficit on long service liabilitics taken over
from the Australian Stevedoring Industry Authority on 5 December 1977; to meet em-
ployer contributions to the Stevedoring Employees’ Reti Funds; for pay of
award entitlements—such as sick and annual leave payments; for the provision of ser-
vices and amenities for waterside workers; and to meet certain administrative costs. A
matching receipt item records the stevedoring industry collections; details may be
found in Statement No. 4—‘Other Taxes, Fees and Fines'.

Coal Mining Industry Long Service Leave

A Trust Account was established in 1949 to finance long service leave payments for
miners engaged in black coal production. The relevant State Governments reimburse:
employers for long service leave payments to mmels and recoup from the Trust
Account the cost of these payments and administrative exp The Trust Account’s
income is derived from payments made by the Commonwealth (estimated at $19m in
1983-84) equivalent to a four-fifths share of its receipts from a 25-cents per tonne levy
imposed on black coal production. The involvement of the Commonwealth in the
present arrangements is under review. Long service leave payments from the Trust
Fund in 1983-84 are estimated at $19m,

Trade Union Training

The Trade Union Training Aulhorlty Act 1975 provides for training services for
unionists and for the operation of State training centres and a national training college
at Albury-Wodonga. The estimate of $5.7m in 1983-84 (an incredse over the previous
year of $0.5m) includes provision for a further expansion of training resources for the
Authority resulting from the Committee of Inquiry into the future development of
trade union training (the Paine Report) in 1977, Approximately 38 000 student train-
ing days will be offered by the Authority at its State Centres and the Clyde Cameron
College at Albury-Wodonga in 1983-84; this compares with 31 163 training days in
1982-83,

Administration

This item records the-administrative: expenditure of the industrial relations func-
tions of the Department of Employment and Industrial Relations, which is estimated to
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increase by $6.1m to $16.5m in 1983.84, This increase reficcts mainly the re-
establishment of the Commonwealth Arbitration Insp within the Dep t
and the provision of $0.2m for the implementation of a grant system to encourage and
assist Australian organisations to introduce participative work practices for employees
and /or industrial democracy in the private sector.

EMPLOYMENT

Trade Training

The C 1th's invol in trade trammg is directed towards improving
supplies of skilled labour to assist Australia’s economic growth and development and
providing training opportunities for young Australians.

Assistance for trade training is provided by the Commonwealth under a number of
schemes; proposed expenditure on the main schemes in 1983-84'is summarised in the
following table.

1980-81 1981-82 1982-83 1983-84

Actual.  Actual.  Actual  Estimate Change
Sm sm $m Sm Sm %
[« Rebate for ice Full-
time Training (CRAFT)~
Employer Rebate—
Technical Education c e a 526 650 740 + 90 + 138
Off-the-job Training . . . . . . 9.5 11.6 13.9 18.3 + 44 + 316
$1,000CashRebate . . . . . . . 137 929 1.3 - - L3 -1000
Trainee Living Away From' Home Allow-
ance. . . . 42 46 47 47
TowlCRAFT . . . . . . . . 64.5 8.7 849 9710 +120  + 142
Group One-Year TrainingScheme . . . 1.5 1.7 18 1.8 Lok LT
Special Apprenticeship Assistance . . . . 1.2 08 33 6.0 + 27+ 827
Support of Group Apprentice Schemes . . . 02 0.5 0.7 + 02 + 482
Special Commonwealth/State Trade Training
Schemes . . . . . ... ... 08 0.7 49 123 + 74  +150.5
Additional Apprentices in State Establish-
ments .. . . e e LA o - i - it
TolalTrade Training . . . . . 68.1 82.1 954 n.s +224  + 235

The Commonwealth Rebate for Apprentice Fulltime Training (CRAFT),
introduced in January 1977, is the Commonwealth’s major apprenticeship support
program. CRAFT encourages'employers to take on and train apprentices by providing
tax-exempt subsidies. to employers for the cost of releasing apprentices to undertake
technical education and other off-the-job training. The subsidies are:

® a Technical Education Rebate for attendance at prescribed basic trades courses

in technical'and further education institutions; and-

® an Off-the-job Rebate for appioved full-time off-the-job training, other than

prescribed basic trades courses, in an employer’s establishment or other accept-
able venue for up to 130 days. This training is normally undertaken in the. first
year of apprenticeship.

Assistance levels are set according to-the trade concerned, year of apprenticeship
and stage of technical education, and range from $21 to $41 a day,
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Employers may also qualify for a special higher rebate (a 40% premium on the first

year technical education rebate) by engaging an apprentice-who has completed an.ap-
proved pre-employment training course. which results in a- minimum- reduction. of 6

months in the normal period of apprenticeship as well as an ption from at least
one stage of technical education.
CRAFT also assists apprentices by iding a taxable all to those in their

p
first gnd second years of training who are required to live away from home to take upor
remain in apprenticeship, Weekly rates are $33 for first year apprentices and $14 for
second year.

Final payments of the $1000 cash bonus were made in 1982-83, This bonus was pay-
able to employers in certain trades for each first year apprentice indentured during the
period I December 1980 to 30 June 1981 over and above the number indentured during
the same period in 1979-80,

The $12mvincrease in the 1983-84 provision for CRAFT reflects the full year effect
of the January 1983 increase in rebate levels, partly offset by a decrease in the expected
number of rebate claims,.

In 1982-83, the number of apprentices attracting rebates increased to 100 544
though the cconomic circumstances prevailing in that year led to a decline in apprentice
intakes. As a consequence, it is estimated that assistance will be sought for only 96 000
apprentices in 1983-84; allowance is being made for 2 738 000 days of technical edu-

cation and 729 000 apprentice-days of off-the-job training. )

Number of Apprentice-days '000} Funded under CRAFT

1979-80 1980-81 1981-82 1982-83 1983-84(est.)

Technical Education . . . . | 2260 2493 2834 30 2738
Off-the-jobTraining . . . . . . 686 997 716 514 2 7;9
Total . . .. ..., 2946 3490 3550 3535 3467

Several other schemes are directed to more specific trade training needs.

Under the Group One-Year Apprentice Scheme, apprentices indentured to private
employers may receive full-time training for their first year of apprenticeship in Com-
mo_n\_vcalth and State Government establishments that would otherwise have surplus
training capacity. The costs (including wages) of this training are met in full by the
Commonwealth, at a current annual average cost of $8500 per apprentice. At.the end
of the first year, the apprentices commence work with their employers, The number of
apprentices in training during 1983 is 210, compared to 196 in 1982.. ‘

The Special Assistance Program aims to reduce wastage among apprentices who are
retrenched or th d with ret *nt owing to the economic circumstances of
their employer. A wage subsidy is payable for up to 17 weeks to the existing employer of
an apprentice under threat of retrenchment. The current wage subsidy is $86.90 per
week for aduits and $63,70 per week for juniors.where the:weekly wage is equal to, or
greater than, the Federal Minimum Adult Award Wage. Financial assistance is also
availabl.e to employers who engage and re-indenture out-of-trade apprentices, Due to
the significant i inthe ber of iployed apprentices in 1982-83, the period
for which the subsidy will be available to an employer who engages and re-indentures
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an out-of-frade. apprentice has been i d_from 17 to 26 weeks, Employers in re-
ceipt of assistance under the program will also be eligible for CRAFT benefits. Appren-
tices who are out-of-trade can receive a formal training allowance (currently equal to
the Unemployment Benefit entitlement plus $23.30 per week for junior apprentices
and $46.35 per. week for adult apprentices) for the period required to complete techni-
cal education and/or 130 days off-the-job training. Apprentices may also receive assis-
tance towards moving or living-away-from-home costs under certain circumstances.

Besides: the assistance available under CRAFT, employers may also obtain ad-
ditional support for group apprenticeship arrangements. (i.e. where indenture is to an
industry body rather than a single employer). This sct is jointly administered with
the States on a cost-sharing basis, It is expected that grants totalling $0.7m will be paid
in 1983-84 to employer groups to underwrite administrative support facilities for 32
group apprenticeship projects, In 1982-83, 24 projects were assisted.

Jointly funded Commonwealth/State Special Trade Training Schemes are directed

ds developing new approaches to-trade training. With the objective of offsetting

reduced apprenticeship intakes, $6m is being provided to the States and Territories to
meet the recurrent costs of providing 3000 additional places in Technical and Further
Education (TAFE) colleges in 1984 over and above the number of places provided in
1983. Accelerated training of adult apprentices to provide manpower for resources de-
velopment projects in Western Australia, Victoria, New South Wales and Queensland
will continue in {983-84 at an estimated cost of $0.3m.

Skills Tratning

The Commonwealth provides assistance outside the trade skills area to foster
greater mobility and flexibility in the labour force, help overcome specific skills short-
ages, train ployed p towards. employment in occupations. that are in de-
mand, and to encourage industry’s own internal staff training and other personnel de-
velopment schemes, Estimated expenditure on these schemes is shown below.

1980-81  1981-82 1982-83 1983-84

Actual  Actual  Actual Estimate Change

sm Sm Sm $m $m %

General Training Assistance for Individuals—
Onthesjob. « 4 v o 0o 044 85 65 2@ L@y =14 — 517
InEducationa) Institutions . . . 0 23 33 32 =01 - 23
Labour Adjustment Training . . . . . — - 1.6 100 +84  +5259
‘Skillsin Demand' Projects .. . . . . 0.5 25 20 20 Woo- 04
Industry Training Services . . . . . . 30 4.5 52 10 +1.8 -+ 340
Total Skills Training . . . . . . 149 16.3 14.8 235 +87 4+ 587

{a) Excludes expenditure for ‘Specizl Needs Clients’ which is now included in ‘Special training’,

In'1983.84, an amount of $23.5m will be atlocated for skills training, with-particular
emphasis. being given to the Government’s commitment to special training methods to
help retrenched workers or those under threat of retrenct In gnising the
special problems experienced by workers who have been retrenched, especiaily where
large scale retrenchments are. concentrated in particular industrics or areas, the
Government has made available a flexible program of training assistance by providing
$10m for labour adjustment training, For-this purpose, a wide range of special training
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cours‘m'is"l?cing developed, .mainly in TAFE institutions. Approved training must be
vocational in nature and training allowarices will be made available to assist.people to
upgrade, ypdate, or broaden their skilis in order to improve their empl c
oufside the retrenching firm orindustry. o . ST

The Skilis in Demand program, will. continue to op

during 1983-84 io meet

specific: skills shortages, éstablish new or improved: training arrangements. and help:

unemployed people to obtain stable employment, Expenditure. for thi; -
estimated at $2m.in' 1983-84, the same as ftl:r 1%,82-83; P for ’s program &

Taken ‘together, the funds for Jabour adjustment training and'skills in-demand are
:;g;c;;d to allow' for 3000 approvals int 1983-84, compared with 1615-approvals-iit

'(‘ e, "‘Training Assil continues. tor be available for unemployed pefsons

gist r}vuh the C ; 1th Employ Service (CES) where further training
would equip them for particular employment opportunities or help them find suitable
eniployment. - S ‘ :

Assistance for formal training in education institutions is available to.unemployed
CES registrants who wish to train for o ations where 1cies are expected to exist
on f:o:flple.!ion of training. Full-time trainees reccive an income-tested allowancé
eq 1o the Unempl t Benefit and 4 training allowance (cirrently $46.35 a
week for.adults, $23.20 a week for juniors), which is income-tested-on-the combined:
income of trainee and spouse. All trainees are reimbursed (up to $375 a year) for costs
of essential books and equipment and for fees.

\the.re' the CES cannot find experienced persons for jobs on offer, and training on-
the-job is an appropriate way to develop the particular skills required, the Common-
wea}th .wﬂl pay a wage subsidy (currently $86.90 a week for adults-and $63.70 a- week
for juniors) to employers' who undertake to provide such training. Trainees are paid
normal award rates, It is expected that on-the-job training-will be absorbed-during
1983-84 into the Private Sector Assistance. Program: (see below under ‘Assistance to
Long Term Unemployed’). - .

‘An amo‘uqt of $4.5m is being provided for thése two.categories of general training
assistance for individuals in 1983-84 compared with $6m in 1982-83.
The support Prgvided for Industry Training Services encourages the systematic de.
yelopmcnt' of training programs through-all sectors of industry and commerce; includ.
ing:small busmess..Assxstanf:e is-provided maiily for the employment.of manpower. de-
velo?ment‘execuu.ve's and industrial training.officers by industry training committees
and industry assocna}xons; grants are also available for thie development of new training
programs, x:escarch into training needs, the production. of basic-training. manuals and
group trainingschemes to allow groups of small firms to employ training specialists.
Eu?ds ape a_ilso ;?royided for tht; support of the operations of the National Training
ﬁgunc}l~anldu(tin§arme‘mdustry training committees in industries throughout. Australia,
is estimated that some 100 industry training committees in 20 industry. iltre.
ceivesupportin 1983-84, , . L B sectorswile
Expenditure-for Induétry'Training Services is estimated at“$7‘ i V
] :$7m in 1983-84, com-
pared to-$5:2mins1982-83, .- . R . 83' #4com
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Youth Training
Continued emphasis is beirig given to increasing the opportunities for further edu-

catiom, training-and, work experience that are available: to the young unemployed,
especially those who have been out of work and away from education for a long period.
Transition education and training has been provided throtgh the School to-Work Tran-
sition Program begun in 1980 and through the associated Education Program for Un-
employed Youth (EPUY), From January 1984, both programs will be integrated intoa
new Participation and Equity Program; further information concerning this de-
velopment is provided within the function ‘Education’. Details of transition allowances
payable under the existingand new programs are given below,

Transition allowances are provided so that young unemployed persons need not be
I ged for financial from taking up courses that would add to their skills
and their employability. Subsidies are also available to employers, under the Special
Youth Employment Training Program (SYETP), who provide work experience
opportunities for the young unemployed: Details of expenditure on these schemes are
as follows:

A

1980-81 1981-82 1982-83 1983-84

Actual  Actual  Actual Estimate Change
sm Sm sm Sm sm %
School to Work Transition—
Education Program for Unemployed
Youth, ‘Transition® Allowance and
TAFECourses  « - « « » o ¢ ¢ 47 84 111 122 + 12+ 104
Books and Equipment Allowance .+ . —_ - 03 05 +02 + 616
Experimental Training Projects . . . . - - 09 25 +16 +I1638
Pre-apprenticeship Allowance . . . . . 1.6 11 1.9 35 + 16 -+ 814
Assistance for Work Experience (SYETP)— R
Standard . . . . 0 r e e x e e 313 27 310 334(a) + 24 + T8
Extended . . . o« o0 w0 1.9 169 199 26.2(a) + 63 -+ 314
Ct ealih and State . 81 9.7 127 151 + 24 + 193
Total YouthTraining .+ » « - - 475 633 79 935  +i56 + 200

(o) Standardand Extended SYETP will be replaced by the Private Sector Assistance Program duting 1983-84 (see
below under *Assistance o the Long Term Unemployed'}. X

An income-tested Transition Allo , equivalent to Unemployment Benefit plus
$6 & week for fares and incidentals, has become available since the beginning of 1981 to
participants in approved, Commonwealth-funded, school to work transition courses
offered in TAFE institutions—i.c. pre-apprenticeship, pre-vocational. and pre-
employment courses, and short. EPUY courses concerned with basic literacy,
numeracy, social. skills and motivation. Coverage extends to similar State-funded
courses.

Those eligible are CES registrants aged 15 to 19 years (15 to 24 years for EPUY
courses) who have been unemployed and away from full-time education for at least 4 of
the previous:12 months. . .

The Transition Allowance is also available for the longer-term unemployed (i.e.
those aged 15 to 24 yéars who have been away from full-time education and unem-
ployed for at teast 8 of the previous 12 months) who undertake approved ‘mainstream’
TAFE courses in occupational skills that lead to greater employability.
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Overall, 14069 trainees were approved for assistance in 1982-83; 15 600" are
expected to be assisted in 1983-84 at.a cost of $12.7m,

In addition, $2.5m will be provided in 1983-84 for continuing the funding of devel-
opmental projects, involving TAFE institutions, industry and established community
groups in developing and undertaking experimental training activities. These are
specifically designed to improve training for longer-term unemployed youth and' im-
prove their prospects of becoming ployed'in their local area, Funds for 1983-84'are
more than double the-expenditure in 1982-83 reflecting achievement of successful tar-
getting on: longer-term unemployed youth and further identification by:the CES of a
range of relevant courses, In 198384, 500 trainees are expected to be assisted compared
with 150 trainees in 1982-83,

A books and equipment ‘allowance of $30 is aiso available-to transition students to
offset the inhibiting effects of these costs on the willingness of some young unemployed
people to participate in the Transition Program.

As an encouragement to students to undertake training lcading to an apprentice-
ship, an allowance of $20 per weck continues to be available to students in full-time
pre-apprenticeship courses at TAFE institutions where neither the Transition Allow-
ance nor assistance under the Tertiary Education Assi Scheme is available, The
allowance is also now available to students participating in trade-based pre-vocational
courses. Expenditure is expected to increase to $3.5m in 1983-84 compared with $1.9m
in 1982-83 and will provide for 4950 trainees compared to 3785 trainees in 1982-83, The
substantial increase reflects the decision 1o widen eligibility for the allowance and to
provide assistance to the States to create up-to 3000 additional pre-apprenticeship and
tradeé-based pre-employment course places in 1983 and 1984,

‘Complementing this support for classroom-based training is the assistance available
to employers under SYETP who provide opportunities for work experience in full-time
jobs to young unemployed who lack the prior experience, specific job skills or personat
qualities that employers usually require. Private employers who offer up to 17 weeks of
work experience are paid a taxable subsidy of $75 a.week. Participants are CES regis-
trants aged 15 to 24 years who have been unémployed and away from full-time edu~
cation for at least 4 of the last 12 months. A higher subsidy of $100 a week for the initiat
17 weeks, followed by $75 a week for a further 17 weeks, is payable to employers who
provide work experience for CES registrants aged 18.to 24 years who have been unem-
ployed and away from full-time education for at least 8 of the past 12 months.

Work experience placements may also be offered in Commonwealth establish-
ments, with full costs in this cage being met from the program.

In all, a total of $74.7m will be available for SYETP in 1983-84, an increase of
$H.im over 1982-83 reflecting a significant carry-over of participants from the- pre-
vious year in the private sector component of SYETP,

The program of work experience placements in the private sector will be-replaced.
by the Private Sector Assistance Program during 1983-84 (see below under ‘Assistance.
to Long Term Unemployed’).

The numbers of young people in receipt of transition allowances and of those par-
ticipating in work experience placements in recent years are as follows:
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Transition _ Pre. A?islanc:
.Allg:la}r%: apprenticeship or worl ol
9300 3000 76 000 88 300
L R g8 pm
Whaieny | Ll 3 500 5100 1270(a) 92870

{a) The program of work placements in the private sector will be replaced by the Private Sector Assistance
Program duting 1983-84 (sec below), R

Special Training ‘ i —
C nwealth provides special employment counselling and training,
thrc;fll;;th:gg:forjob F: disad ged b of mental or physical disability,

different cultural or language background, or through being unemployed for lengthy
periods, B

Following the implementation of the National Employment St}-ate.g): for A_bongl-
nalsin 1977, a variety of arrangements (similar to tho.;c. for generfxl training assxstakr!ﬁe
to individuals) has been made available to assist Abongu'lals to gain employmel:xt skills
and.experience and so enhance their ability to compete in the labour'force. .T ll:‘malfl
form of assistance is on-the-job training (for up to twelve months) in clen?a , semi-
skilled and technical areas of Commonwealth and: St'agc Government estat?hshments.
Expenditure in 1983-84 is estimated at $16.5m, provndm.g‘for 1700 new trainees.com-
pared with expenditure of $15.4m in 1982-83 for 2003 trainees, )

Training allowances and employer subsidies are a!so 1 to ployed Abor;
iginal CES registrants on a similar basis to general skills training assistance. An amoun|
of §3.2m is provided for formal training allowances to cover an estimated 900 new
trainees; and subsidies to cover 2000 traineces are e_xpected to cost §4.7m. Spoc.h’il proj-
ects are developed where no other forms of training are appropriate; 60 projects ::;
expected to be supported-in 1983-84 at a cost of Sl.2m: I all, $25.8m will be provi
in 1983-84 for Aboriginal training compared to $24.6m in 1982-83,

f $6.5m is available in 1983-84 for employment and training programs
to a?s?s: :!nx:;g;:: pifsons whose social, physical or mental hanqicfxps hinder their access
to open employment, This includes allowances for‘forma} trammg‘and‘employer.snzlb-
sidies for on-the-job training (along similar lines to assistance for thg able-bodied),
which willaccount for an estimated $5.1m, involving some 2400 new trainees, Compar-
able expenditure in 1982:83 was $6.3m. | b -

i is' ided for those considered to have special disabilities whic!
di émsmncet;:e::s?rg: Vldﬂj ing in the open labour market, such as ex-p.risoners.
Englisk speaking mig| or wards of the State, In 198.3-84, 900 specml needs
trainees are expected to be assisted at a cost of $0.9m, an increase. of $0.1m over
1982:83,

Employment Services ) o .
Outlays under this heading relate mainly to the identifiable adm\mstrau‘yc expendi-
ture of the CES, which provides a nationwide job-pl and career refe and

150 i cof hes, 10 seasonal offices
dvisory service through a network of 247 local oﬂio_es, 5§ b;anc ) 1 f

ind llrl}'agencim The CES also provides the administrativé suppott for‘ the. Common-

wealth’s employment and training. programs, including selection of trainees. from
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among CES registrants. During 1982.83, the CES processed 2 141 776 registrations and

isted.in 460213 pl 3 213 431 particip were approved for employment
and training programs, with 215 490 expected to be approved in 1983-84, Expenditure
on the CES in 1982-83 amounted to $100.2m and is expected to increase to §1 19.6m'in
1983-84, This i includes provision. for the accel d implementation of the
CES Job Bank computerised vacancies information system, which.is being. progress-
ively installed in CES metropolitan and regional centre cffices,

Assistance to Long Term Une;nployed

The Adult Wage Subsidy Scheme, a new program initiated carly in 1983, aims.at
providing a period of stable employment to longer-term unemployed adults, A taxable
wagé subsidy of $100 a week for 17 weeks, followed by $75 a week for a further i7
wecks is payable to private employers to employ such p A higher subsidy ($125a
week for 12 months) is. payable to an employer who employs a person aged over 45
years who has been unemployed for over 12 months, It is estimated that 2 850 trainees
will be assisted in 1983-84 at a cost of $10.1m. The scheme will be discontinued when
the new Private Sector-Assistance Program is introduced during 1983.84,

The Private Sector Assistance Program will provide training for up to 70 000 per-
sons in a full-year. The program will replace the current work experience programs (ie,
Standard and Extended SYETP), general training assistance on-the-job subsidies and
the Adult Wage Subsidy Schéme, The new program will place emphasis on the need for
subsidised placements to be additionat to normal stafl intakesand for the development
of formal training standards, In 1983:84 it is estimated that 38 200 persons will be as-.
sisted by the program at a cost of $32m,

Community Employment Program

A major initiative of the Government has been the introduction of an Australia
wide employment-generating program—the Community Employment Program
(CEP), established by the C 1 y Employ Act 1983 for a period of three
Yyears. An amount of $300m wil] be provided in 1983-84 for direct job creation. When it
is fully operational, CEP will provide annually up to 70 000 full-time jobs averaging 6
months each on labour intensive projects of social and economic benefit to the com-
tmunity that are proposed by State and Logal Governments, community organisations
andiinterest groups,

Participants will be employed under the scheme from between three.and twelve
months and will be paid appropriate minimum award rates. Those eligible for partici-
pation must be CES registrants who have been out of work for at least three months,
with priority being given to those who have been unemployed for at Jeast nine months,
thoss who have never worked, and those who for other reasons are in.need of immedi-
ate employment. Equal accéss to employment opportunities is to be provided for men
and ‘'women, which may necessitate special' measures directed towards ensuring that
women receive an equal share of jobs created, Although emphasis will be placed on pro-
viding jobs in areas experiencing relatively high-unemployment, funds will be allocated
to the States and Territories principally in proportion to population. Arrangements
have been made to ensure Joint Commonwéalth and State involvement in the consider-
ation, approval and supervision of projects.
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eral separate components whose common. objective ig to rpa}ximzse the
numcbir oi:”aji;‘;reztcdpwithin the lf):rutls available, Towards this objective, it is c);,;‘)?c'tcd
that project proponents will provide at least 30% of the cost, although where this c.la;ll
not.be achieved up to 100% of the-cost will be met b)f thg Commonwealth. To enal «;
the ACT to participate in the CEP on the same bz‘nsxs a3 the States, an allocation :)
$1.5m has been made to the Department of Temtox:xes and },ocal G9vefnment o
reflect the 30% State contribution required for CEP projects. This allocation is separate
from the CEP appropriation. The components of CEP are shown below.

Sm
L 0
General job creation projects through the States and Territories : I%‘O
Town watersupply projects'  + . o . . o 4 e e w0 e 0 e e
Jobson Local Roads . 250
- allocated on Roads Grants Act eriteria . ... »e
~ aflocated on the basis of population %0
C G )
300.0()
a’ « Full cost of projects will be met by the Commonwealth,
Eb} Excludes mg separate allocation of $1.5m for the ACT.
Wages Pause Program
f’ llowing a special Premiers’ Conft held on 7 Dy ber 1982, the C -
weaith impl:mcnted a wage pause in areas of its own employment and undertook to
fund empl t ating programs from the savings to its own budget that resulted
Lt L2 4

r thi iated i Special Employment-
from the pause. For this purpose, $300m was appropnateq inthe
related Pll)'agrams Act 1982, eql;al to the savings then estimated to accrue to the l(’:om-
monwealth in 1983, This was all dtotwo I of the Wage Pause
am. )
Pro%rhe first, the public housing component, was for SlOQm. The'se funds, which w‘ere
allocated between the States and Territories ona populgtmq basis, were to be‘B:pplled
mainly to the construction of new rental accommodation in order to ma.ximlsc t}\e
employment-generating effect of the program. An amount of $§3.5m was paid for thése.
purposes in 1982-83 with the balance of $46.5m to be provided in 1983-84,
The rest of the Wage Pause Program ($200m) was atlocated :!o t:e %cne}-tal ?:l;{;l:y;
i i  the Territori
t component. Again, funds were provided to the Statgs an 2
goe:ul::’io:?)ﬂsis witﬁ th:: intention of generating worﬂ!whxlc employment' opportuni
ties in areas other than public housing. States were required to use half their alloca:on
under this component to assist the young unemp]oy:déand l;alt‘; to :sx;t ‘(::ldg?; :\:rw;t‘:
i i i ing the disabled,
and others. disadvantaged in the labour market, including bled, migtants wik
e difficulties and Aboriginals, Equal employment opportun b
g’:“g:;?d tounemployed females. A total of $98.9m was aro'vxded f;sr tlhesc purposes in
1982-83. The 1983-84 estimate of $101, 1mrep the of this comp

Infrastructure support for the steel regions o

fAn amount of $18.5m has been allocated for infrastructure devclopmen.t pro;e::its blen
the Illawarra, Hunter and Whyalla regions. Project details are yet to bc discussed be-
tween the C y Ith and rel State Gover: The objective of the sup-
port is to widen the range of options available to these regions for future industrial

development.
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Administration

Estimated outlays of $71.6m under this heading cover the costs of administration of
the employment and youth functions of the Department of Employment and Industrial
Relations and include central and regional offices and the Bureau of Labour Market
R h, The large i over 1982-83 ($9.9m) reflects an overall growth required
for the expansion of manp and training programs, administration of the new CEP,
together with the cost ($2m) of a longitudinal study on the long-term unemployed.
Identifiable administrative costs relating to the Department’s industrial relations
responsibilities and CES administrative costs are included in-‘Industrial Relations’ and
‘Employment Services’ sections above.

IMMIGRATION
Migration Program

The migration program for 1983-84 will.be held to a ceiling of between 80 000 and
90 000 visaed migrants with no growth proposed for the triennum to 1985-86 unless
cconomic conditions improve sufficiently: less reliance is now being placed on the mi-
gration program as a source of skilled workers. Significant clernents of the program are
the expected arrival of 20000. persons in the refugee and special humanitarian
categories, between, 53 000 and 59 000 in the family reunion category and 7000 to
11000 in the labour shortage and business categories. These estimates exclude New
Zealand citizens, who are. not subject to migrant selection processes. In regard to the
fefugee intake, there is to be a greater diversification of refugee sources with an

£

p on refugees from Central and South America and the Middle East.

Provision is made for a target of 16 000 assisted passages for refugees at a cost.of
$13.8m in 1983-84, compared with actual expenditure.of $11.1m in 1982.83 to-cover'
the same ber of assisted passages. The i reflects significantly higher travel
costs associated with the change in the proportions of refugees from different countries,
Contributions to the net operating costs of migrant centres managed by the Common-
wealth Accommodation and Catering Services Ltd in 1983-84 are $18.2m—an increase

of $1.2m, Restrictions on eligibility for centre dation have lted in'some
savings through closure of a number of centres, but these savings have been offset by
increased costs, including wages and i i /redund, In

(

pay
addition, $0.9m has been provided for the preparation of information material for mi-
grants in Australia and overseas and $0.3m to cover the cost of transporting refugees
from the port of arrival in Australia to migrant centres and private accommodation.

Administration

Outlays under this heading relate to the administrative expenditures of the Depart-
ment of Immigration and Ethnic Affairs. The increase of $5.5m in.1983-84 results from
increased salary costs, the full-year effect of increased: travel charges and increased'
expenditure in relation to efforts to find and deport illegal migrants and visitors work-
ing without permits..

Recoveries

Following the termination of the Assisted Passage Scheme in 1981, no further
recoveries from contributions by assisted migrants ($0.1m.in 1982-83) are expected'in
1983-84. This decrease is more than offset by receipts of $1.9m due to a recent decision
to introduce a new administrative charge in relation to. work permits for temporary

residents,
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E. OTHER ECONOMIC SERVICES

This grouping covers outlays on economic services provided by the Commonwealth
which are not readily classified to more specific functional groupings. Incl ded are out-
lays relating mainly to wage, salary and administrative expenses for certain. forms of
economic and trade regulation and for specialised activities, and administrative ex-
penses not directly identifiable with specific industries or groups of industries.

1981-82  1982-83 1983-84

Actual Actual  Estimate Change
sm Sm sm Sm %
Economic and Trade Regulation—

Patent, Trade Marks and Designs Office . 119 134 154 +20 +148
Industries Assistance Commission . 9.5 9.0 9.6 +0.6 + 62
TradePractices . . . . . . . . . 51 55 56 +0.1 + 27
PricesJustification . . . . . . . . 1.4 08 0.7 ~0.1 ~160
Consumer Protectionnee . .« .« . o 0. 0.1 0.1 . +200
Nationa! Companies and Securities Com-

.mluicn P .......... 14 1.7 2. +04 +239
Other + .« v o o e e 08 10 10 re + 21
Recoveries « « o o v e 0 00 a e 12.7Cr 14.6Cr 169Cr =23 =158

Total o o e e e 174 169 176 +0.7 + 42

Specialised Activities—
p:/le(eorologicalServints (nety . . ... 39.8 4738 470 =09 - 1.8
NationalMapping . . . « « « « « . 109 121 125 +0.4 + 32
Total . o e s e e e e e 507 599 59.4 =0.5 - 08
General Administration and Othier di
m(r:a) @ v o e 407 19.3 220 +26 +137
TOTAL OTHER ECONOMIC
SERVICES . . . . . . . . . 108.7 962 99.0 +29 + 30

(@) The figures for. this item are not comparable between years because of changed Administrative Arrangements
which took effect from.7 May 1982 and 11 March 1983 and affected the l‘ofmer Depnrl.mcn.ls of Business a‘nd
Consumer Affairs, and National Development and Encrgy. Detailsof th inthe
of thisitem.

ECONOMIC AND TRADE REGULATION

OQutlays for the various regulatory bodies listed under this heading mainly comprise
salaries and administrative expenditure.

The Patent, Trade Marks and Designs Office oversights and administers Australian
property systems for the protection of inventions, trade marks and industrial d?signs,
examines applications for Letters Patent of inventions and for the registration of
designs and trade marks, and publishes details of ful applications.

The allocation of $154m to the Office in 1983-84 (which is fully offset by
recoveries) includes provision for salaries and allowances (811.1m), administrative and
equipment costs ($4m) and membership of international organisations (80.3m). The
increase of $2m in outlays estimated for 1983-84 comprises the effects of wage anc} sal-
ary increases granted in 1982-83, higher administration and equipment costs as'somated
with on-going operations including the continuation of the program of recording Aus-
tralian and overseas patents on film, and.the establishment of a significantly enhanced'
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computer capacity to improve the efficiencyin the Office and reduce the.backlog of

patent appli An t of $1.4m is included for computer related services and:

cquipment.

The Industries. Assistance Commission holds inquiries and reports-to.the Govern-
ment in accordance with the Industries Assistance Commission Act 1973 on matters
which-affect assistance to industries and which are referred to it. The 1983-84 estimate
is $0.6m above the 1982-83 expenditure reflecting, for the most part, an expected in-
crease in staff numbers.and the full year effect of the August 1982 wage determination
by the Australian Conciliation.and Arbitration Commission. The Government has an-
nounced that there will be a review of the Industries Assistance Commission to ensure
that its operations are consistent with the Government's industry policy objectives.

The item Trade Practices covers the activities.of both the Trade Practices Com-
mission and’ the. Trade Practices Tribunal. The Commission administers the Trade
Practices Act 1974, which proscribes restrictive trade practices and provides for con-
sumer protection. The Tribunal iders appeals against decisions by the C i
on authorisation applications. The small increase in the 1983-84 estimate compared'
with 1982-83 expenditure reflects the higher costs of operating the Commission at
essentially the same level of activity as that of the previous year,

Qutlays under the Prices Justification heading in 198283 retate to the Petroleum:
Products Pricing Authority (PPPA) which was created in June 1981 under the
Petroleum Products Pricing Act 1981 to conduct inquiries and.report. (o the Govern-
ment on the prices for the wholesale supply of petroleum products and related services.
Following abolition of the Prices Justification Tribunal in 1981, some Tribunal staff
were attached to the PPPA pending resofution of their employment status. The re-
duction in the Authority’s estimate for 1983-84 reflects the continuing redeployment or
retirement of most of these staff.

The Government will be introducing legislation in 1983-84 to establish a Prices Sur-
veillance Authority (PSA) to undertake pricing surveillance activities and require price
notification in selected areas. The PSA will subsume the Petroleum Products Pricing
Authority. The legislation wilt also provide for inquiries into pricing practices to be
conducted by the new authority.

The estimate for Consumer Protection nec in 1983-84 relates to a grant of $0.1m for
‘the Australian Federation of C 8! to assist in the cost of co-
ordinating the activities of consumer bodies in Australia and presenting their views on:
consumer protection matters to governments and industry.

The National Companies and Securities Commission administers a uniform
h of regulation of companies and securities matters, including the Companies
legislation and counterpart State law, It is financed on a joint Commonwealth/State
basis with the Commonwealth contributing half the funds required and the States pro-
viding the balance in. proportion to their respective populations. The increase in the
Commonwealth contribution to $2.1m in 1983-84 is due to price and wage increases,
the establishment of the Companies and Securitics Law Review Committee:which will
commence operations on [ January 1984, and two-special investigations which have
been authorised by the Ministerial Council for Companies and Securities.
‘The major item included in the Other category is expenditure by the National Stan-
dards Commission ($0.9m).
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Recoveries largely comprise.fees charged-by the: Patent, Tradc‘Ma.rks‘and Designs
Office in.line with:the.policy objéctive of full cost recoyery for the services rendered by
the Office. .

Meteorological Services (net)includes the aclivities o_f tl)e Commpnweallh Bureau
of Meteorology ($62.5m) and the lonospheric Prediction Service ($1.4m) less
recaveries in respect of Bureausesvices (819.3m). .

The Burcau of Meteorology provides a range of weather se.rviccs and forecasts (Qr
the general public and specialised users, Estimated expenditure by the Bureau in

1983-84.is mainly for salariés, administrative and operational expenses. The provision
for plant and cquipment in 1983-84- ($2.5m) has decrcas?d.“from c)‘(pendltu.re in
1982-83 (85.6m), reflecting the non-recurring cost of the-acquisition and installation of
the Bureau's new computer in 1982-83. o

The costs-attributable to the major specialised users of Burc;:au‘ services' (civil avi-
ation and defence) are recoverable. Taking ito account other minor revenues, net out-
lays. from the Budget on meteoralogical services in 1983-84 are estimated at $47m
compared with $47.8m in 1982-83.

The Tonospheric Prediction Service (IPS) provides prf:dictiqns on the state of' the
ionosphere for users of radio communications systems mcludmg .De.fence services,
Telecom Australia and the Overseas Tel ications (‘. ; Fs.hmal.cd
expenditure by the IPS of $1.4m in 1983-84 is mainly for salaries and admlnlgtrsf\t\ve
expenses. ,o )

For National Mapping, $12.5m is included in the 198:_3-84 estimates (compared
with net expenditure of $12,1m in 1982-83). This amount 1n0115<?cs $2m for the con-
tinuation: of the enlarged bathymetric mapping program resulting, from. thg form.er
Government's decision to employ a surplus Department of Transport navigational aid
vessel for this purpose, pending constryction of a research vessel for CS!RC?' as a
national scientific facility. In addition, the above ﬁg.urcs rgk‘lecf the ﬁnahsfmon o
National Mapping’s development of a lunar laser ranging facility in co-operation wn.t]
the National Aeronautics and Space Administration of the U:S:A. Trust account d}s-
bursements for this purpase-are expectéd to be‘$q6 000 in 1983-84 (compared with fe-
ceipts of $617 000 and disbursements of $558 000 in 1982-83).

GENERAL ADMINISTRATION AND OTHER EXPENDJTUBE (NET)

. ‘ operating and éapital costs. (other than those
1 Fo‘r ngssgzctil;iisf ‘:ut‘lays T}ﬁ;ﬁ:&ﬂ; oﬁhc Dgpartmezt‘ of Resources and Engrg);‘
($15.7m), together with the productivity development functions of the Departmerit o
Science and Technology ($6.3m). ] o
Adjuslmenté‘ to this item, resulting from changes to t!.re Admmxstrat‘xve Arralnge-
T Tt levant ’ns'bilities of the ‘former Department of Busi-
‘May' sponsil fort
® :2?&134 éirlls?xsrrz\‘e:e.'\e(;":?rs::e‘:: transferred to the Departments of. Adminis-
trative Services, and Industry and Commerce and appear, from g982-83rpn,
under the functions ‘Administrative Services” agd ‘ndustry A_;slstance and
Development” respectively.

217



(b) g:a:s; le:sarch 1983, t}:w ll_'?rmer Department of National Development and
was- d the Department of Resources and Energy: and: certai
rcspoqsnbllmcs we're‘transfcr;cd‘to the Department of lndustry‘;lsrz’d‘Commercl:'c1
(now included within the function ‘Industry Assist and Devel at’
aqd .thc Departm;nt of Territories and Local Government {now i:zcludcd
within the function ‘Administrative Services’). Responsibilities were. also

transferred' to the Department of Resources and E
i
Department of Trade and Resources. nerey from the former
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9. GENERAL PUBLIC SERVICES

This grouping covers a broad range of gerieral public services and activities relating
to the organisation and operation. of the Commonwealth Government, including
legistative' services;, administrative services, administration. of the courts and law
enforcement, foreign affairs, overseas aid and administration of external territories,

A. LEGISLATIVE SERVICES

This heading covers outlays on legislati ivities including expenditure by the'
five: Parliamentary Departments together with other expenditures relating to: the
Governor-General's Office, the Office of Parliamentary Counsel, the Parliament House
Construction Authority, the ACT House of Assembly and the Australian Electoral
Office, Commonwealth outlays on legislative- activities for 1983.84 are estimated at
$223.3m, an increase of $24.5m or 12.3% on 1982-83.

1981-82  °1982-83 1983-84

Actual Actual  Estimate Change
Sm Sm Sm Sm %
Governor-General's Office and Other Officlal
Establishments . . . ., . ., e 35 39 4 + 02 + 58
Parliamentary Expenditure—
Salaries and Allowances of Senators' and
embers . . . . . . . 184 264 187 - 17 =292
Other(net) . . . . . . . 644 n1 186 + 69 + 9.
Patliament House Construction Auth 246 554 0.1 +347 +62.6
ACT House of Assembly o 0.5 0.5 09 + 04 4701
Australian Electoral Office 209 40.9 309 ~-100 =24
Total Legisfative Services e e 132.3 198.8. 2233 +24.5. +123

Parliamentary Expenditure

The estimated decrease in outlays under the heading Salaries and Allowances of
Senators and Members arises mainly as a result of a decrease of $8.2m in the estimate
of benefits payable under the Parliamentary Contributory Superannuation Act 1948,
This refiects.an expected reducti pared with 1982-83, in.the number of former
members becoming entitled to benefits in 1983-84,

Qutlays under Other (net), which include salaries, administrative costs and capital
works associated with the functioning of Parliament and administrative costs of elector-
ate offices of Senators and Members, are-estimated to increase by $6.9m in 1983-84,
Higher salary and. allov p for $1.4m of this increass, mainly
reflecting' the full year effect of parli y and ministerial staff appointments
following the 1983 Federal election and of i d allc The inder of the
increase is largely accounted for by cost increases affecting a range of salary and
administrative items,

Parliament House Construction Authority (PHCA)

Outlays under this itent include an amount of $2,1m for the administrative costs of
the Parliament House Construction Authority, $13m for architectural'and professional
fees and $69.5m for construction of the new Parliament House. In addition, an amount
of $2.9m will be provided in 1983-84 for non-building items and $2.6m will be provided'
for general services associated with the project. The increase in-outlays over 1982-83
reflects progress on the project as construction gathers momentum.
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Australlan Electoral Office
Provision is mude under this heading for outlays by the Australian Electoral Oﬂio;

for the administration of the Commonwealth Electoral Act 1918, the conduct of Com-

monwealth elections and referendums and: industri ions
" rial el 3 -
mainly reflects.the cost in 1982-83 of the 1983 Federal e'ctlo_ns T!:‘: decfease ‘? o

:::2]3 par:lg t?fi‘se;I by an expansion of the Aboriginal Electoral Ed Pi an
nment drive through an education and information. i taffing ley
and increased expenditure on computer services, o progeam higher staffing evels

B. LAW, ORDER AND PUBLIC SAFETY

Commonwealth outlays on law, order a i
. nd public saf i
estimated at $376.4m, an increase ot: $54.4m or lp69% o;a];grzf:;cuons for 1983 84 aee

1981-82 1982.83 193384

Actual Actual.  Estimate Change

COI:IH:\ acnd Legat Services~ om s s sm *

ghCourt ., . , ,

T : L N 4.5 4,3 47

FedemiCoun” 10 ERREe 32 59 6 108 M

CotirsoftheACT * L 1 L0 27 g TOoIe oLy

Burkopcy Adminitraiion [ ] 49 5 woot
wWn ieitor ., L, . ; . X X b

C:‘s:{fklilznl.awncrom(.‘ommmion l:% l?: l” -t ég o9

W N UL L T TP .‘ 8 . y +2L0
Protectionof Human Rights . . . | | 3193 517: 72}64 -t lgﬁ et
£ ] X .7 +39.1

Tl .,

. G 86.7 1ns 1326 +208. +186

Police, S.ccun'ly.and Criminology—

;S’cilumyServ!cesnndOmnlsnllens Ca krX) N6

o?h::nndPr:sonScrvices e e 964 1098 I‘l‘;‘; I l;.ﬂ e

..... e 74 12.8 w3 Tire 1981
Totat
S 136.1 160.3 1910 +30,7 +19.2
Attorney-General's Depastment—
Gt:nem) Administeative and Other Expendi.
e .o,
ReportinService ., . . . | | ! za!ll 35’)3 33? iy HE
. . 3 + 02 + 20
Towd .,
al oo, 29.1 388 414 + 26 + 67
PublioSaetyand Protoction- )

oadSafety . , .

Other o 1Tt 0.7 13 19 E
RRRREER ol 85 1001 59 Los 1%
ot L ..,

B PN au a3 117 + 04 + 33

B:él(t)i;lel:ri.kasanquuipmen(nzc [N 4.0 73 62
S L. : . .S i +
...... O Ao esor + v e
T(’)’TAL LAW, ORDER AND
UBLIC SAFETY , , , . ., . 2577 N0 3164 +544 +169
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COURTS AND LEGAL SERVICES

High Court N } . R
‘Under the High Court of Austrafia-Act 1979 the High Court, whichiis the ultimate
court:of appeal'in Australia, administers'its own affairs. An amount of $4.7m is pro-.
videdin 1983:84 for the opcrations of the.Coutt in. Canberra and the States and. in-
cludes'an amount of $0.7m for salariés and allowances of Justices. .

Federal Court )
The Federal Court was established by the Federal Court of Australia Act 1976 and
has an Industrial Division and & General Division and original and appellate jurisdic-
tion. An amount of $6.3m is provided.in 1983-84 for the operations of the Court, of
which $1,9m relates-to salaries and allowances for Judges and $2.8m for salaries and
altowances of administrative staff. : ’ ;

Family.Law . .

‘The Family Court of Australia, established by the Family Law Act 1975, exercises
original and appellate jurisdiction in all matrimonial causes in all States and Territories
except Western Australia where the: jurisdiction is exercised by the Family Court of
Western Australia. The Court also provides a counselling service to assist péople with
matital problems. )

The provision of $21.1m in 1983-84 includes $2.8m for reimbursement to Western
Australia of the costs of running the State Court and $4m for reimbursement to other
States of the cost of performing certain family law services on behalf of the
Commonwealth,

The increase of $1.9m over 1982-83 outlays reflects increases in salary and wages
costs and general increases in other administrative costs,

Courts of the Australian Capital Territory :

An amount of $3.1m, an increase of $0.6m on 1982-83 outlays, is provided.in
1983-84 for the operations of the ACT Supreme Court and Court of Petty Sessions, in-
cluding the Children’s Court and Small Claims Court, The increase reflects the full year
effect of increases in salary and wages costs and increases in administrative costs.

Bankruprpy‘Admlnisl(arlan

A provision of $7.7m is included in 1983-84 for the administration of bankruptcies.
The increase of $1.9m on 1982-83 ‘outlays includes provision for increased staff, ad-
ditional administrative costs and some funds to enable the training of new staff in bank-
ruptcy matters, . T
Crown Solicitor . o

An amount of $14.1m, about 8% higher than 1982-83 outlays, is being provided in
1983-84 to. the Crown: Solicitor’s Division for legal' work. for the Commonwealth
Government and statutory authorities. .
Legal Aid . R d

- The provision for legal aid in 1983-84 is-$71:4m or 23.5% higher than-1982-83
expenditure. This provision includes $11.3m for Aboriginat legal aid and $0.8m for
grants to vol y legal aid organisations. Since 1976 it has been the policy of the
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Government to provide legal ald in Australia through a schere involving co-operation
between the Commonwealth-and States (except for Aboriginal lm#ald \’::\ioh“h
administored by the Depattment of Aboriginal ARuirs), Under the'scheme, legal aid is
to be provided in each State and Tercitory (except for voluntary logal ald orgnis
atlons) through a single ndependent statutory Commission established by State or Ter

ritary legislation, Commisalons have boen established in the Awstralian Capital Terrl-

&t\?{t{‘ Q\;‘e:;‘\allax;:i, South li\u‘utra;‘la, Viatoria, Western Australia and New South Wales
ough the latter commission has not yet taken over the aper
Legat Ald Office in that State, ! peratlans ofthe Auralan

Approximately 74 000 people.received logal aid in 1982:83, 13 000 through the ser«
vices of salaried lawyers and 61000 through. refercals to private practitioners, It is
expected that some 83 000 people will receive logal ald in 1983-84,

The provision of §11,3m in 198384 for the Aborlginal logal ald program represents
& 41.9% Increase on 1982-83 and is to support 17 Abariginal Legal Sgtgvlces psovidlnu
advice, representation and rolated services for an estimated 8S 000 cases. The Services
employ 201 Aborlginals and 92 non-Aboriginals.

Theincrease of $13.6m in 1983-84 for logal atd matoly reflects the expected increase

En t‘hoJ number of cases, In wages and salarles and in fees of private logal practitioners,

lnthei d is a.provision of $2.3m for the greater use of salaried

legal practitioners which reflects an attempt 1o contaln expenditure on legal ald in

:\\:vlre years, Also included is an amount of $1,1m for the expansion of Abotlginal legal
services, )

Protection of Human Rights

The o§tin\ule of $2.6m in 1983-84 pravides for the operations of the Human Rights
Commission which was established wnder the Human Rights Conmiission dct 1981,
‘The inorease of $0.7m over 19§2.83 expenditure arises malnly from increases in satary
and wages costs and increases In stafting lovels,

POLICE, SECURITY AND CRIMINOLOGY
Security Services and Organisations

This provision, which represents an Increase of 31% on 1982-83 qutlays, Includes
oxpenditure for the Australian. Security Intelligence Organisation (ASIO) (836.8m)
and the Anstralian Secret Intelligence Sorvica (ASIS) (§12.6m),

The expenditure on. ASIQ includes $8.4m by the National Capital Development
Commission. for new offices for ASIO which accounts for most of the increased pro~
vision under this heading. The additional funds also cover cost lncreases and non- recur-
ting costs rolated to the development of an office antomation system, the movement of
stafl' to Canborra and the provision of equipment for the Organisation’s new building in
Canberra, ' .

The tncreased provision for ASTS also covers cost increases and, in particular, that
prqporlion of the one-time cost assoclated with staft movements which can be
estimated with confidence at this time,

a

Police and Prison Services

This item includes $113.9m for the operations of the Australian Federal Polico
Farce (AFP), $1.2m for antl-terrorist equipment and training for Australian police
forces and $1.5m for the care of ACT prisonora in New South Wales institutions under
the Remaval of Prisoners (Australian Capital Territory) Act 1968, The incroase of
$7.4m under this heading mainly roflects an.Increase.in the numbers of palice officors
and support staff to be-employed by the AFP and increased AFP computer sorvices
costs of $1m.

Other

This item includes pravision for the operation of the Office of the Special Pros-
coutor (§9.4m), the Office of National Assssments (§2.4m), the Australian Intitute of
Criminology ($1.2m)-and various Royal Commissions and Inquirles, Also included are
provisions for police scientific research, the Commonwealth's contribution towards the
Central. Flngerprint Bursau and the: International Police Commission, and' the Com-
monwealth's share of the cost of operations of tho Australinn Bureau of Criminal Intel-
ligence and the National Police Research Unit,.

T general, the servicing of Royal Commissions, Commisslons of Inquiry and the
like iz undertaken by the Department of the Special Minister of State, Identifiable costs
(which include assistance to witnesses) are set out bolow:

Rxpenditure
o

30June  Bsthmate
1983 198384 Total

§ $ $

Review of Custons Adminitrationand Procedures <« « « 5 v« o 212500 8300 221000
Royal Commisslon on the Activities of the Federated Ship Palnters.and
KerhUNIon « « « v v o e e w0 o 6475300 JA4R000 10123300
Rayal Comuisslon of tnquley lnto Devg Traflioklng — « v v v« « 4073300 2000400 6073700
Royal Commisslon inta the Avsiralian Meat Induistey  « « « 2 o v« 1144200 — 1144300
Royat Commiasion on AustraliaySecurity and tntolligonce Agencles .« 0000 1979000 1988000

*Reviow of the Nationa! Capltal Development Commission  « v« « 367 500 45100 412600
*Reviewolthe DefonceOrganisation  + « « « v v ¢ v 4 a0 9 400 - 931 400
SReviow of Commonwealth Administration  + v v v v v 00 {66 700 —~ 166 700
dependont tnquity inte 1 y Sorvices nd Bacllitlos S6LI00 28500 799800
*inquiry on Medica] Foea for Modical Bonof Purposes — « « \ « « « 82100 - R2100
*Royal Commisslon op. the Use. and Bffects of Chemioal Agents on
Australlan Personnelln Vietnam  + v 0 v s a0 0y 2800 3199000 3201800
C [ Review ofthe ian Institwte of Afuirs. - 177700 172700
Toll o v v e e ey oo 14026200 11206200 28 222400

* Couta of these Rayal Commisdons and Reviows have been incarpatated fn other functions, as approprlate, but are
et out here to Indicate Lt awtlays onsuch Inquitles.

ATTORNEY.GENERAL'S DEPARTMENT

General Adininistrative and Other Expenditure

The Increase of $2.4m (about 8%) on. 1982-83 expenditure reflects mainly the pur-
chase of computer equiy and iated sorvicos.and the full year effects of in-
creases in wage and salary costs and increases in staffing levels,
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Reporting Service

The Commonwealth Répariing Service is responsible for reporting proceedings of
feddoral courts and tribunals and government inquiries. The expected outlays of $8.lm
in 198284 (up $0.2m on 198283 outlays) are comprived primarily of salaries and als
lowanees (§6.9m),

PURLIC SARETY AND PROTRCTION
Raad Safety

The provision for 1983:84 of $1.9m, an inerease of $0.6m aver 198243 expenditure,
i Lo fund a number ofnew Commonwealth {nftiatives in road safety promotion and re«
search: the establishment. of a road safoty mass data system for aceldent researeh, in cos
operation with the States and the. Northern Terrltory, at an annval gost to the Coms
manwealth of $0.4m; the Implementation of a feasibility study into a National Road
Safely Public Bducation Program ($0.2m); and $0.5m.ta be provided on the basis ofa
matching contribution from the States for a futther drtuk driving publicity campaign,
The eatimates also provide $0.6m for road safety promotion and research activities by
the Offlce of Raad Safety and $0.2m for continuation of Commenwealth grants to the
States and the Nerthern Territory for promotion of road safety practioes,

Qther

This ttem ineludes the operating expenses of the ACT Fire Brlgade ($6.1m), fre
protection services for Commonwealth property ($2.7m) and amounts lor bugh fire
provention, control and supervision on tueal fands and publie reserves In the ACT
($0.9m), The overall decrease of $0.2m on the 1982:83 outlays is aceounted for by the
expected retwrn to narmal fire vlsk conditions following abnormal conditions in 1982:83
(down 81w pardally offvet by minorinereases in operating expenes,

BUILDING, WORKS AND RQUIDMENT, NHC

Bxpenditure under this heading telates malnly to the construction and refurtishing
of Commonvwealth Law Courts in the States and palice facilitles in the ACT, This pro-
vigion inetudes an amount of $8,1m for the cowptetion in 198384 of construction of
new Hobart Law Courts, $0.9m for furniture and fittlngs for the new Robert Garran
Offloes in Canberra and $0.2m for varlous miscellaneous new works proposals. The net
teduetion of $1.4m over 1982:83 relates to the completion of bullding works appraved
{n-previous years. Tn addition, the Governinent has agreed in princlple to the develop:

ment of law courts complexes at Perth, WA and Parcamatta, NSW at a total estimated
cost of $33.5m,

RECOVERIES

Inctuded under this heading are court fees of the High Caurt, Pederal Court and
Pamaily Court ($4.2m); veceipts of the Deputy Crowa Sotfoftors® Offlees, comprising
matnly fees charged to Commonwealth statutory authorities and commerelal undertak-
ings for services rendered and debt recovery (Shlm): and payments by statutoty
authorities for fire protection services ($0.8m).
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C, FOREIGN AFFAIRS, OVERSEAS AID AND EXTERNAL
TERRITORIES (@)

Tatal outlays on forelgn.affairs, overseas ald and extornal territorles are extimated
to increase by 13.3% to $1085,5m in 1983.84, This expenditure I8 mainly direoted
towards policles designed to promaote rolations with overseas countrien-and to assist In
the economie and soclal development of developing countrics; net expenditure on
external tereitaries is small. Officlal Development Asslstance (ODA) acequnta for the
groater share (76%) of expenditure under this heading : 4 more dotu}led account of
Australla's ald program {8 provided in Budget Paper No, 9—Australla’s Overseas De
velopment Assistance Program,

. 1082-83 194384
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(@) Referied o elsewhere in Rudget doourmentation as *Forelgn ARRIrs and Oversens Al

&) S re I the dable differ atiahtly (rom those shawn in Budget Papor No, 9 ecause of the wse of dlferon:
@ mr:‘«::pla [ox regeuflm Australiay n\rel(xmn ald performanee,

AID PAYMENTS
An amount of §822.3m is provided for oxpenditute on averseas ald and ald adminis-
tration in.1983-84, an increase of $95.4m or 13,1% over expenditure ln 198283, :l‘uklng
into account cectain other ald-related exponditures, which are detailed belowin ‘Asslat«
ance Additional.to Ald Payments', total assistanceto developing countries in 1983-84 1
estimated to bo $842,4m,

(@) Refurivd 10 elsewhere In Budget documents s ‘arelgn AfWira and Qverseus Al
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This figure excludes the signlficant amounts spent by the Cammonweatth uud 5
Governments on the education and tralning ums:tal u{ousmd #tudents from develstf
Ing countries who are atiending various terllary and other tralning hutitutions ln
Australia, This assistance, Whiehis not brought to account direetly under the oversens
ald program, 18 estimated to cost-around $61m in 1983, Other Indirest economic assiste
ance s provided by the Export Finance and Insutanee Corpotation through the Rnanc.
ing, In certuin clrcumstances, ofexparts of eapital gooits on concessional terms,

BILATRRAL AtD
Papua New Guinea

An amount of $303.3m {s provided for expenditure on. afd (o or on hehalf of th
Papua New Guinea Government, This {y an in e
AR, orease of $27.5m or 10,0% on the assist

‘The major part of Australias asslitance to Papus New Guinea {8 provided
arantin-ald under a five-year aid agreement which expires at the end 0&985-86 ?ns
which originally provided for a $% annual real reduction in Australian ald;

Following disoussions with the Papua New Guinea Govarnment, the termu.of ¢
agreement were revised in inid«1983 to allow for a slower reduction i the real level 2:
budgetary astistance to Papua New Gulnea, [n peapect of 19828, the lovet of grant as
s{itance was inoreased by $10m to $262,8m. Using this revised base level, the rate at
which budget support grants will decling in real terms in the {ollowing three years haa
been reduced from 5% to 1%, 2% and 3% for 1983.84, 198488 and 1985-86 vespectively,
Tnaccordance with the revised terma of the formula, provision it made for a budget sup-
ot geant of $288.1m in 1983-84, white expenditure for the final three years.of the
agreament 18 now expected to total $907m, compared to $811m, under the previous
terms of the agreement, The new agreement also provides for a reduotion fn the fovel of
assistance in certaln olrotmstances,

Qutlays on the provision of education and technienl vssistance under the P
New Q\\(I\eawA\\stmlia “Teohntoal Co-operation Program are estinted at sz‘ls:?\m
198284, an lncrease of $0.4m over 1982.83, Payients of termination and retirement
l‘m\ums and othier penstons to expatriate ofticers (and: their dopendants) of former
Papua New Gulnea administrations and the Austealian Stafllog Assistance Group
which are made wnder the Papua New Guinea (Staffing Assistance) Aet 1973, will‘bé
higher due to increases tn retirement and ether benefits, The.estimate for 1983:84 i
$123m, an increase of $1.7mon 198283 expenditure; )

Prajects, Technioal Co-operation and Related dctivities

Expenditure under this heading is estimated at $185m in 1983-84, an increase
$308m on {98283 expenditure. The wajor component mpm\em‘s assistance ?(f
dovetoping counttles, mainly in the Astun and Pacific reglons, it relation to the pro.
vision of Austratian expertise and equipment to support projects such s the develop.
went of ageiculture and the establishment of general. Infrastructure and health care
faclities. An amount of $142,7m.is to be provided in 198384 for bilaterat profects and
techuical assistance, compared to $122: 1w in 198283,

Assistance under the Development twmport Grants Scheme, which provides gran
\E
to Eh\?loph\g countries to import Austealian yoods and: equix;mnm fg: devologmen:
activities, i estimated to be §$9.3m, comparted to $13.6m in. {982.83, An amount of

6

$6,4m, an increaso of $1.3m on 1982-83, hus been provided for the Australiun Stafting
Asslstance Scheme, under which Australia subsidises (he satarles of Australians
employed by developing country goveraments,

Assistance of $13,1m I8 to be provided under the Assoclation of South-Eest Astan
Nations (ASBEAN)=—Australla Economic Co-opstation Program, an inorease of $1.0m
on 1982-83, Funding for the co-financing of projects in association with the World
Bank is expected to inorease substantiully from $U.5u in 1982-83 to $10m in 1983-84,
veftecting the commencement of & number of large projeots for which Australia will be
providing support, A amount of $3.5m has also been allocated n 1983-84, mainly for
the putchase of computer and peripheral equipment as part of & project established in
1982.82 to automate the functlons of the Office of the Narcotles Control Bonrd In
Thailand,

Training

Bxpenditure in. 1983.84 on tralning programs (excluding. training provided to
Papua New Guinea) is eatimated at $31.9m, an inorease of $5.1m on 198283,

Expenditure on training progrars covers the direot couts, Including student fees, of
ofticlally sponsored students from developing countries, except Papua New Guinea,
and support for training institutions in some ASEAN and South Pacifle countries. Also
included under this heading ls an amount of $5.2m for the provision of experts and
equipment to selected Asian universities and the provision of fellowships In Australia
for Aslan aoademics under the Australian Universities International Development
Program, An amount.of $0.6m Is provided for the payment of visu-roluted charges of
private South Pacitio students.

Food Aid

Outlays on bitateral food aid, including food security measures, in 1983-84 aro
estimated at $70.1m, an inorense of $0.5m on 198283,

Under the Food Ald Convention (FAC) of the Intornational Wheat Agreement,
Augtralia has & commitment to provide a minimum of 400 000 totmes of wheat or
wheat equivalont us food ald in 1983-84, OF this, just over 240 000 Lonnes or 60% will be
given bilaterally and the rematning 40% will be contributed to the World Food Program
(WIP) (see heading ‘United Nations Programs, Reglonal and Other Internationui Or-
ganisations”). In 1982:83, 70% of the FAC commitment wus dolivored. undor the bilats
eral progrant

The cost in 1983:84 of food grain provided bilateratly undet the FAC, fueluding a
small component for monitoting, is estimated at $45.8m, A provision of $6.9m has ulso
been made for cortain handling and freight costs, This compares with $46.2m lor grain
wnd $6.4m for freight in 1982-83, The rising costs of food grain and froight churges huve
oflyet the offects of the substuntial reduction in grain provided bilaterally,

In addition to the mintmum commitmant.of 400 000 tonnes, S0 000 tonnes of food
gradn aid, valued at $10.4m including freight, will bogiven on a bilateral basis to the In-
ternational Emergency Food Reserve (1BFR) in 1983-84. The IEFR is un internationat
fuoility administered by the WFP and the United Nations Food and Agriculture Organ-
isation (FAO) for emergency situations,
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Other bitateral. food-ald comprives $5m for nonsgealn food aid ftems, such as milk
powder and high proteln bisoults, and $2m, an taereuse of $1m on 1982:83, for food see
curity-measures involving projeats almed at increasing food-production, marketing und
distribution in developing eountrles, )

Other Bilateral Atd

Anamount of $6.4m will be provided lor emergenoy umanitarian relief in 1983.84,
provided partly on a bilateral basis and partly multilatorally, to allow Austeali to res
spond quickly and effectively to emergenay reliel progeams in different parts of the
warld, This is considerably below the amount of $18.4m spent on this lem In 1982-83,
which included n contribution of $10m for veconstruction in Lebanon,

“The Austratian Centro for Internationnl Agricultural Research Trust Acconnt will
recelve an estimated $7m in 198384 compared to $3.8m tn 1982:83, Bxponditures from
the trust account are expecied to Increase 10 $9.2m In 1983.84 from $1.7m In 1982.83,
The Centre was established in 198182 to conmbssion-and-fund research In Australinn
tnstitutions on ageieulture and related arens of benefit to developing countries,

The scope of the Developmant Import Fnance Faoility wis extended in 198283 to
ennble all Austealtan utd reciplonts to import Austatian goods snd services for dovelop»
ment projeets on concesstonal termy matching those oftered by other countries eXpotts
ing stmilar goods and services. Expenditure: on this itom 15 estimated at $10m hn
198384, $8.4m above expenditure in 198283, The inerense refleots an expeeted rise in
the number and size of sueeesstul Lenders by Austratian exporters for work on develop-
Mot projeots,

A totul of $8m has been allocated to non-government ald-organisations n 1983.84,

principally to Australian voluntury ongantsations. This compates with $7.2m allocated
in 1982:43,

MULTILATERAL AlD

The Commonwealth supports a wide range of' international organisations, including,
develapment flnance tnstitutions, United Nations agencies and varlous. reglonal or
ganisations. Payments in 1983-84 are estimated at $186.9m, an increase.of $26.8m or
16.1% over 1982-83,

International Development Finance tnstitutions.

Australia provides signtficant support for the landing wotivities of internationat
finance tnstitutions both by way of capital contributions and contributions for eo
sional funding activities. Financial support for these institutions takes the form of cagh
paynients and. the lodgement of promissary notes which are deawn down by the instis
tutions either us required to meet theie commitments or on the basis of previousty
agreed schedules,

Bxpenditure in 198384 is estimated at $105.bm, compured to $67.1m in 198283,
‘This increase is matnly due to increases in the tovel of drawdowns against promissory
notes lodged with the. International Development Assoctation. (1DA) from $43.1m in
1982-83 to $70.m in 1983-84 and with the Astan Development Fund (ADF) {rom,
S8.2m in 198283 to $15m-in 1983-84. Other estimated payments.ace capital contris
butions to the tnternational Bank for Reconstruction and Development. (IBRD) of

s

$11.7m, $6.3m to the Asian Development Bank (ADB), including $2.7m for the ADB's
‘Third Generaf Caplital Increase, and contributions to the International Fund for Agri-
cultural Dovelopment (IFAD) of $1.9m,

After sllowing for payment of the 1983.84 provisiony, totat outstunding obligations.
in future years to these orgunisations will amount to $380m: Theso wnounts, which will

‘be drawn down over o number of years, comprise $191m. for ADB (ncluding $145.8m

for the ADF, its concessionutl lending uffitinte) $177.3m for the IBRD (including
$153.8m for IDA, its concessional lending aftiliate), and $11.7m for IFAD.

United Nations Programs, Reglonal and Other International Organtsations

Total payments under this heading ure estimuted to amount to $81,8m in 198384,
decrease of $1 1. 1m on 1982-83,

Expenditure under the World. Food Program (WFP) is estimated to decrenso by
$2.3m or 6,69% t0 $32,9m1 in 1983-84, The decranse Is due to the doferment to 1984-85 of
the payment of the balance (§9.1m) of Australia’s pledgo of $20m {n cash and com-
modities for the 1983-84 biennium, The cost of grain provided under this progeam is
estimated to increaso to $28.4wm reflecting un incrense in the.volume of food grain dis-
teibuted through the WEP (from 120 000 tonnes in 1982-83 1o 160 000 tonnes) and
higher grain prices which are ollset to some extent by the partial substitution of rice and
Nour for wheat it the program, ‘The remulning $4,5m has been ot aside to pay froight
coats on the shipment of grain,

Provision s also mads under this hoading for contributions of $27.4m in 1983-84 to
several United' Nations orgunisations, including the United Nations Developmont
Program, the United Nations. High Commisstoner for Refugees, the United Nntlgus
Fund for Population Activities and the United Nations Relief and Works Agency, This
reduction of $9.7m on.contributions in 1982.83 in contributions to UN organisations
hus been brought about by the termination or reduction of « number of voluntary
contributions which Australin mukes to these organisations.

Assistance to reglonal and other international programs Is estimated at $21.7m in
198384, an inorease of $0.9m over 1982-83 expenditure, Organisntions receiving sup-
port include the Commonwentth Fund for Technicat Co-operation, the Commo-
wealth Youth. Progeam, the South Pacific Commission, and the South Pacific Burenu
for Economic Co-operation; support 13 also to be given to a number of international and
reglonal resoarch and training contres,

AID ADMINISTRATION

The administrative costs of the Australian Development Assistunce Bureau are
estimated to increase from $10.9m in 1982:83 to $11.5m in 198384,

ASSISTANCE ADDITIONAL TO AID PAYMENTS
Certuin other budget provisions totalling $20. 1m tre recognised as Ofticinl Develop-
ment Assistance (ODA) for internationn) reporting purposes.

Of expenditure on Australin’s Defence Co-operation Program (es!imuled to be
$45.2m in 1983-84), some $7.8m will be spent on projects, such us malaria eradication,
which are recognised as ODA. The Defence Co-operation Progeam also supplements
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the overseus economic aid progeam to the extent thit It roleases. for
for posatble develop.
nient dusistance purposes resources that reciplent governments might otherwise hm‘;c
\eli::il ‘I;\::; ;!:l;gl)l\eu: P\l:};pm\ D:;u:lls of ll&e Program, which is primarily undestaken as an
X ralin’s own defence effort, ave desoribed in the seetl .
opetation under the Defence function, ' eutlonon Defone Co

Austratia alio provides indiceet ceonomic uld through its contelbutions to the regs
ular budgets of a number of International organivations (eg the World Heslth Or:uruelg-
ation und l!m Untted Natlons Food and Ageiouliure Orgunisation) thut assist In the
Inaneing of ald projects in developing countrles, The uid component of Austratia’s cons
teibution to these organisations in 198384 iy estimated ut $6,8m, Other ald and uid.
related expenditure in the Budgel amounts to $5,5m.

MUMUBERSIIP OF INTERNATIONAL ORGANISATIONS AND OTUHER NON-AID
BXPUNDITURE

These outlays relate malnly to Australia’s membership of a large nun ¥
Interhational and reglonal organtsations, Participation n lllmc orgm\‘igs:tliuuls“:\:uiol;
conlrlbultm)s 1o thelr administeative oxpenses and, th some cases, their fanetional
activitles, "Totat gxpcudi\urc for these purposes in 1983:84 i3 esthmated at $43.8m fne
cluding $10.5m for the United' Nations regular butdget, $4.4im for the World Health
Osg:\\\twm\ $him for the United Nuatlons Food and Agrioulture Organtsation
(FAO), $2.8m for the Un‘l!cd Nutlons Euducational, Selentific and Cultural Organis.
ation (UNESQO), $2.2m for the lnternational Labour Organisation (1LO) and $19m
for the Organtsation for Beonomic Co-operation and Development (OBED),

A tnerease of $1m i3 uvsoclated with the South Pacifie ¥ ch W
e e outh Pactfic Forum wiifeh will be held in

‘This heading also ncludes. provision for cultural velations ove

3 Overseas and exchuny
\!fshs, together with expenditures by the Australin-Jupan Fouudation, the e\\mmllig\‘3
Chltoa Counett and the Australia-New Zeatland Fowndation,

ENTERNAL TRRRITORWS
Uunder this item are shown the costs {uet of revenue)

) -of administering the three.
m\lcrt\ul l\crrilork‘s of Cocos (Keeling), Chrlstmas and Norfolk Istands, Expendituee in
tespect of the ‘.v\\mmllm\ Antaretie Territory Is primurily for selentific purposes, und is
shown under ‘General and Sclentific Research neo’, Bxpenditure in respect of other
extornal teeritortes is noplipible, and has not been separated from the expenditure items

L\:{:&“ whieh it fulls, The net outlay i tespeat of each of the three tereitorles is shawn
W

198182 198283 198084

Actual Actual  Biimate Chahge
3 S $n S h i
Conn (Keeling) Minds 4 4 L o o . X ‘ hy
Chrimasihand . L o o PN ig ({:(‘r &3 3‘% o
Rorbolklad + & - v h s 03 08 X . "
TN . Vo kA S 64 ShA 2

NOTE R, notapplivable,
MW

The Inorease In estimated net expenditure on. the Cocos (Keeling) Istands in
198384 {s matnly dus to provision being made to enublo Lhe Cocos Islands Cooperative
Soclety Ltd to take over duting the year the operation of the shop, hoste! and mess on
the tatands feom the Commonwealth Accomodation and Catering Service. The gross
costs of administering Christuuy Istand in 198384 are ostimated ut $6m nnd ure
tecovered, from Mand revenue and the Chrlstmus Tland Phosplinte Commission,
except for an estimated cost of $0.3m associuted with the Administrator and his I
medlate staff, The herease i tho net cost of administering the Istand tn 1983.84 I the
vesult of tho recovery of S1m from the Conunlsslon 1n 198283 In respeot of oxpenditure
in 198182, Estimated net expenditure on Norfolk Island again Includes an amount of
$0.3m for the testoration and maintenanco of historie structures.

GENERAL ADMINISTRATIVE BXPENDITURY

Outlays on administrative costs of the Department of Foroign Alirs and the Over-
gens Properly Olice of the Depariment of Administrative Services ure estimated to ne
arease by $269m In 198384 to $220,1m. ‘The incremse fn.oversens property services of
$10.2m malnly refleaty the impact of devaluution of the Australian. dothar, incrensed
costs of leased sccommodation und additional cutlays on repuies and mulntenunce, in-
cluding security works at overscus posts, The Increase of $9.9m i (he Department of
Forelgn. Affairs overseas service largoly reftects highot admintstrative costs and loeully
engaged stall satarles plus the fullsyear effects of the devatuntion, 'The muin reasons for
the remalning iorease of $6.8m are the cost of fpl tution of the
dations of the Royal Commission of Inquiry into Drug Trafficking (contained in its fn.
terim Roport No. 2.~ Passports), the upgrading of computer foctlities, higher ndminis-
trative costs and the fullyear efects of devaluation,

RECOVERIBS AND REPAYMENTS

Recoveties and repuymants are estimated at $7.2m in 1983-84, These Include repuy-
ments in respect of loans provided to the Pupun Now Guinen und Fiji Governments on
coneessional terms under the oversens ald progean,

D. GENERAL AND SCIENTIFIC RESEARCH NEC

"This heading covers outlays on selontific rosearch and dovelopment which cunnot
readily be clasified under other functionul cntogories, 1t therefore exeludes substantiol
clements of Comnionwealth. sapport for sclentific, industrial wnd genoral resoarch
dirented 1o specific flelds such s delence technology, medicine, education tnd industry
which are accounted for elsewhere in this St 1, Activities included' under this
heading cover the Commonwealth Suientific and Industeinl Research, Organization
(CSIRO), the Augtralian Atomio Energy Cotmission (AAEC), generul research grant
schemes, and & vatloty of other research programs wnd supporting services undertakon
by Commonwealth. departments and instrumentalities, ult of which fnvolve sevoral
functions and diseiplines.

Not total outlays fn 1983-84 for the items ineluded in this Genoral and Scientific Re-
search cutegoty are extimuted at $438.5m, u decrouse of 80.1m. ovor 1982-83. This
reflects u reduced requitement for capital works and services for the CSIRO due to the
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completion of the construction phase of the Australian National Animal Health Lab-
oratory early in 1983-84, offset by general cost increases and the strengthening of sup-
pott for a number of research activities, particularly those relating to. Austratin's in-
volvement in the Antarctic,

1981402 1982-B) 198384

Actual Actual  Bstimate Change
Sm $m $m. sm %
Austratinn Atomis Energy Commission. A 64 w3 + 20 + 84
Commonwealth Sclentifie and Indusirlal Ree
search Otgantaation e 938 3282 369 -113 - 34
Aunturetie Diviston . Ve 2A8 at 362 I 4 H127
ResearchGrants Ve ey 0.1 2 Ay + 28 +128
Australinn Institute of Murine Scfence + o 57 64 69 + 05 + 81
AnglosAustenlian Telescope Board o« 17 1.9 18 . - 26
Australian Instute of Aborighnal Studies . 26 29 23 + 04 +13.5
Othet Researchund Selence nee (net).  + + 10.3. 88 10,2 + 14 +164
TOTAL QENERAL AND:
SCIENTIFIC RESEARCH NEC . 3936 8.7 438.8 - 0.1 "
Australian Atontic Energy Commission
The Commission’s primary f s the maint of.a puclear research estub-

lishment, 1t conducts scientific and technical research and investigations into matters
associnted with uranium and atomic energy (including the running of the HIFAR reac-
tor) and the production and sale of radio-isctopes.

An amount of $38.3m is provided towards the cost of the Conymission’s activities in
1983-84 compared with $36.4m in 1982-83, This amount provides for expenditure on
salaries and related. payments of a simitar order to that in 198283 and for a 17% in-
crease in non-salury running expenses and capital works. It includes $1.6m for the
fourth year of a five year safety upgrading program for the HIFAR reactor and $1.3m
towards the building of a pilot fabrication-plant to produce and test the radioactive
waste disposal technique known as SYNROC: The provision also includes $1.3m for
the continuation of other buildings and works comi d {n recent years,

‘The budget provision for the Commission is determined huving regard to its receipts
feom other sources including funds from the sale of radio-isotopes. The Commission.
regulacly reviews the prices charged for its products and services with a view to recover-
ing costs, The Conunission also receives funds from the National Energy Research, De-
velopment and Demonstration Program, referred to under the function ‘Industry Ase
sistunce and Development’,

Commonwealth Scientific and Industrial Research Organization

CSIRO is the largest research argunisation in Australia, employing more than 7500
staff’ Its main role is to carry out programs of predominantly strategic research, which
includes collaborative, issioned and other forms of joint projects with Govern-
ment bodies and Australian industey. CSIRO is organised into five Institutes—Animal
and Food Sci , Biological R , Energy and Earth Resources, Industrial
Technology and Physical Sciences—together with a Bureau of Scientific Services.

Appropriations to CSIRO in 1983.84 total $316.9m. Included. in these funds are:
provisions for buildings and works, repairs und maintenance and acquisitions, which
were not previously appropriated to CSIRO. The total provision allows $268.7m for
operations, $4.5m for capital items, $5.4m for repairs and muintenance to the organiza-
tion’s plant and equipment and buildings and $26m for major capital works projects. In
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addition, $3,5m Is being provided in 1983-84 to allow' construction to procccd»on the
new Australia Telescope. (which is expected to cost $29.1m over 4 five year period n..nd
commenced in 1982-83) and $7m for an oceanographic research yessel currently being
constructed as a national science facility. The figure for msjor cu.p.ngll works projects in-
cludes provision of $3m for a new laboratory complex for the Division qf ‘Muterials Sci-
ence at Clayton, Victoria, $8m for the continuation of the construction of the Aus-
tralian National Animal Health Laboratory (ANAHL) and $8.8m for the continuation
of tho construction of the marine laboratories in Hobart. [ )
The provision for the construction costs of ANAHL is to allow comp eliqn of the
consl:-‘uc‘t’ion phuse in 1983.84, The $31.3m decrease on the 1982-83 expenditure for
this project s offset by increases for wage and salary costs ($4m), mcrcl{scd support for
key technology areas ($4m), increuses ussoclated with' the construction of tho new
oceanogeaphic rescarch vessel ($3.1m) and the Australin Telescope ($3.1m), un
increused cash requirement for the construction of the marine science laboratories
($4.8m) and other Increuses ($1m), The net result is a decrense i CSIRO appropri-
ations for 1983-84 of $11.3m. ot on adat
er taking into account expected 1983-84 revenues ($11.5m) and cash on hand a
1 J\ﬁ‘yrt 1983 (Sg.Zm), itis cslimxﬁced the CSIRO will have totul funds of $331.6m avail-
able in 1983-84 for its activities, Detuils of expenditure for operations und'cqulpmenl
and capital works and services financed from these sources are provided in the table
below.

Actuul. Estimate
1982-83 1983-84

m m
Reseurch Programs—
Anlmulund FoodSelences ¢ v v v 0 00 469 50.6.

Blotogleul Resourcer 5 5 v v v 644 66.9
Hnergy nnd Eurth Resources  + « 364 k%
todusteint Technology — + v v+ ¢ 2y M8
Physicad Selences v v 0 v 0 56.6 60.5
SclentificServices .« v L o . 10} 108
Misceliuncous Ve 62 6.4
HeadOMee v 0 0 v v v 0 v v e e 157 162
Cupltal Works and Scrvices—
Consteustlon of Research Vessel  + » v« v o 39 70
Construction of Austealls Telescope 04 kE]
Ot v v 0 v v ey 46 4.8
Buildings, Worksund Acquisitions .« + . 9.0 2.2
Repulesand Malntenanes  « v« v v v 0 0 s 50 54
Towd v ovos 0 e e v 3420 N6

In addition, the organization expects to receive $35m in 1983-84 ($34.2m in
198283) us industry contributions and other forms of private und government support
for several specific projects to bring, its totul estimated expenditure in 1983-84 to
$366.6m ($376.3m in 1982-83).

Antarctic Division

The Antarctic Division of the Department of Science and Technology carries out
rescarch programs in the Antarctic and organises and provide§ logistic support in tl'mt
region both for its own scientists and those from other institutions. The Australian
National' A h Expeditions (involving cuch ycar about 140 exped.i-
tioners) operate from three stations on the Antarctic continent and one on Macquarie
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Island. The research progeams focus mainly on atmospheric physics, cosmic ray: phys-
ics, glaciology, biology, medical science, geology and. geophysics, with increasing em-
phasis being given to marine research in the Antarctio and Southern Ocean,
Expenditure in 1983-84 is estimated at $36.2m, up $4.1m or'12,7% on 1982-83. The
increase reflects the commencement of the development: of a replacement Antarctic

transport system ($2.6m in 1983.84) and higher wage, salary and other operating costs.

($3.1m), These increases are partly offset by & reduced requirement ($1.6m) for build-
ings and works activities aysociated with the 10 year rebuilding program in the Antarc-
tic which will cost $7.5m in. 1983-84, The second stage of the progrum was commenced
{n 1982-83 and its continuation will cost $4.4m in 1983-84, Initial works for Stage 3 of
the program will be commenced in 1983-84 with an estimated expenditure of $3,1m.

Research Granis

Total assistance for research grant schemes and fellowships is. estimated to be
$24.9m in 1983-84 ($22:1m in 1982-83). This includes provision for the Austratian Re-
search Grants Scheme and Queen Elizabeth IT Feltowships ($21.8m in 198384 coni-
pared to $19.6m in. 1982-83) which support research projects by teams and individuals
in the physical, chemical, biological and earth sciences, in engineering and applied sci-
ences and jn the humanities and social sciences. Additional funding has also been'pro-
vided to allow the implementation of a new three year National Research Fellowship:
Scheme providing S0 fellowships in 1984 to cost $0.6m in 1983-84, The $2.4m provision
in 1983-84 for marine sci h (allocated through the Queen’s Fellowships and
Marine Research Allocations Advisory Committee). reflects the net effect of increased
emphusis on research grants for marine sci and changed funding arrangy as
the program is now to be funded on a calendur year basis. Qutlays are estimated to be
$3.6m in 1984 compared to $2.1m over the twelve months to 30 June 1983.

Australian Institute of Marine Science

The Australian Institute of Murine Science was established to carry out researchin
marine science. The Institute has its laboratory complex near Townsville and is direct-
ing its.research mainly to tropical waters, particularly coral reefs, The Institute collab-
orates with otherinstitutions including the CSIRO and the Great Barrier Reef Marine
Park Authority.

Outlays for the Institute in 1983-84 are estimated at $6.9m compared to $6.4m in
1982-83, The increase is mainly due to wage, satary and other operational cost in-
creases. The total allocation provides funds to meet the salary and allowance costs of
113 staff ($3m), associated administrative and- operational costs -($3.3m including,
$1.3m for the hire and operation of research vessels) and $0.6m for capital equipment.

Anglo-Australian Telescope Board

This item provides for the Australian Government's contribution ($1.8m) to the
cost of operations and instrument development of the Anglo-Australian 3.9 metre
optical telescope at Siding Spring, NSW and'its associated research facilities. The total
cost of operations in 1983-84. (to be shared equally with the UK Government), is.
estimated at $3.7m.

234

Australian Institute of Aboriginal Studies.

The Austratian Institute of Aboriginal Studies was established in 1964 to pron}ole.
encourage and assist studies and research in relation to Aboriginal people. The Institute
also has a responsibility to monitor the social impact of uranium mining on Abongmxfl
communities in the Northern. Territory. The provision for tho Institute in 1983-84 is
$3.3m or 13.5% more than 1982-83 outlays.

An external review of the Institute’s operations and its inter-relationship with other
organisations was completed in 1982 and is currently being considered.

Other Research and Science nec (net)

The estimated outlays in 1983.84 of $10.2m under this heading cover several activi-
ties associated with the support of scientific research and development inAustralia,

The largest single item is the grant to the Standards Association of Australia
($2.6m). Other grants are being made to the Learned Academies (30.6m), h as-
soclations ($1.7m) and the National Association of Testing Authorities ($0.8m). In ad-
dition,. $0.5m is being provided for scientific and technical co-operation with several
overseas countries, $84 000 for completion of the Inquiry into Commonwealth Labora-
tory.Services and Facilities and $1.1m for the Australian Biological Resources Study. A
$145000 provision has also been included for the Assist tol Sch
($120 000 in-1982-83)..

Included. under this heading also are provisions for the Australian LANDSAT
Station (gross expenditure $2.4m in 1983-84 partly offset by revenues of §0.8m). The
remaining substantial expenditure is for the Australian Science and Technology Coun-
cil. (ASTEC) which advises the. Government on' matters involving:science and tech-
nology policy ($0.9m})..
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E. ADMINISTRATIVE SERVICES

1 od > +

. This h ‘:  Covers g 1 tive services not allocated to specific func-
tions, and various mon sesvices p ided for the general operations of Government,
These outlays are estiniated to increase by $240,1m or 16.8% in 1983-84 to $1671.6m:

ISBI-E2  1962-83 198364

Actual Actusl  Estimute Change
) $m. $
Fincnnchl /\ﬂ'a:l;':E unld Fiscal lAdmlnklml!on-— " " s s *
ustoms und Excise Administration . , 1103 1432 .
Taxatlon Administration 1 . . . . . 21 Ws 2 e e
Oher . . . ., ... ... 974 1020 19.5 + 175 +IT4
Totwl oo 4669 ST 622+ ESE 4186
Stutistical Services . . ., L ., LIEX] 985 964 - 2i -
Genenal Adninisiolonof e ACT [ | 452 529 o Sy o8
F Administrative Seevices,nec ., L, 9.5 107. 3 ' ;
CoglmcnServlccs- 1.2 1263 + 19,0 +17.8
onstruction Services(net) . . , . . , 1454 158, X
CommonwealthOffices , . . . , . 14 43.8 'ﬁi I gg Ig:
Printingand Publishing  , . . , 58 57 6.7 + 1l +18.9
Properly Management and Services 61.2 734 107.3 + 339 +46,1
Qovernment Purchasing . . . 41 52 60+ 07  +138
ent L, L . 8.3 100.) 4.7 4.6 .
Publicity Services . . 109 1y 130 I 1.3 iﬂ.g
Storageund Transport Services . 154 27.2 2.8 - 54 ~200
Othet v . v v vy . 72 8.6 70 - 16 —18.6
Towl .., 3636 4334 5138 + 803 +18.5
Net Superannuation Puyments,nee. . . . . 218, 270.6 BLn + 611 +22.6
Recoveries,nec o« o\ \ 4 L L . A 1 Y S
TOTAL ADMINISTRATIVE
SERVICES , , , . . Vo 12413 14314 16716 +240.1 +16.8

FINANCIAL AFFAIRS AND FISCAL ADMINISTRATION
Customs and Excise Administration

The estimated increase in outlays for 1983-84'of §9.3m mainly reflects the full year
cost: 9f wage increases granted in 1982-83, cost increases in administrative items and the
continuing re_orgunisation of the Customs Service (including the reclassification.of pos-
itions and training of staff) aimed at improving control activities. Other major increases.
in. 1983-84 include funding for the move.of the Service’s Victorian Office into the Mel..
bourne World Trade Centre; the acquisition of a new diesel launch to be used. for
coasu}l suryeillance and port of entry work; costs associated with the start of operations
of ?alms airport asan international airport from 1 January 1984; and the acquisition of

d for officers stationed in remote locati

Taxation Administration
The estimated cost of the operations of the Australian. Taxation Office in'1983.84 is

$360.2m, $58.3m or 19.3% greater than in 1982-83. The increase reflects increases in
salary and administrative costs, increased staffing levels and-the implementation of a

phase(‘i_. pl and- L. of p facilities to increase the Office’s:
capability to -tax dance/evasion and to administer tax legislation:
changes.
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Other

This heading covers outlays. of the Departments of Finance and Treasury, the
Auditor-General’s Office, the Commonwealth Grants Commission and. the newly
established Economic Planning Advisory Council (EPAC). The increase of $17.5m in
1983-84 reflects in part an increase of $10.2m in the provision for loan flotation and
management exp , mainly b of higher expected foan raisings during
1983-84, partially offset by a reduction in domestic loan flotation expenses. The balance
of the i under the heading is attributable to the establishment and initial operat-
ing costs:of EPAC ($0.7m), increases in salaries ($2.4m), provision for the full year
effect of bank. debits tax payments which were introduced in April 1983 (§1.9m),
i d p quip purch for the Department of Finance ($1.3m) and
cost increases for a.range of administrative expenditures. In addition, work will com-
mence: in 1983.84 on the refurbishment of the Royal Australian Mint at a total
estimated cost of $5,6m; expenditure in 1983-84 is estimated to be $0.4m,

STATISTICAL SERVICES

This provision is for outlays of the Australian Bureau of Statistics. The estimated
overall decrease of $2.1m reflects the reduction in plant and equipment purchases
(down $5m) in the final year of tho Bureau's computer re-equipment program,
partially offset by increased salary and general administrative expenses,

GENERAL ADMINISTRATION OF THE AUSTRALIAN CAPITAL TERRITORY

Outlays under this heading are for works and services of a general nature in the Aus-
tralian Capital Territory undertaken by the Department of Territories and Local
Government, the Department of Housing and Construction and the National Capital
Development Commission which cannot be readily classified under other functions.

Estimated expenditure in 1983-84 includes. salaries, all and overtime
($36m), administrative expenses ($6.7m), plant and equipment ($2m), repairs and
maintenance ($2.1m) and expenditure on works ($3.3m). Expenditure in 1983-84 by
the Coramission under this function is. $6.7m lower than 1982-83. outlays, mainly
reflecting completion of major redevelopment projects at the Canberra City and Phillip
bus interchanges and completion of landscaping projects in the suburb of Parkes.

OTHER. ADMINISTRATIVE SERVICES, NEC

Included under this heading. are operational expenses of the Department of the
Prime Minister-and Cabinet, the Department of Home Affairs and Environment (ex-
cluding environmental activities),. the central office' (excluding: the productivity de-
velopment. functions) of the Department of Science and Technology and the Aus-
tratian, Government Analytical Laboratories, and certain operational expenditures of
the Departments of Administrative Services and the Special Minister of State, Also in-
cluded are expenditures related.to the operational costs of the Administrative Appeals
Tribunal and the Office of the C alth Ombud:

The increase of $19.1m reflects mainly increased expenditure of $8.1m on salarics,
computer services and additional computer equipment to meet the staffing and ADP
needs of the Departments of Administrative Services and the Special Minister of State.
Provision of én additional $1.4m has also been made for computer equipment pur-.
chases and services for the Department. of the Prime Minister-and Cabinet and $1.2m'
for the Department of the Special Minister of State to publicise initiatives following the
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E ic S it Conf and subsequent Government decisions. The balance of
the i under this heading reflects net inc in safary and administrative costs
partially offset by a reduced provision for official hospitality after the Royal Visit in
1982-83.

COMMON SERVICES
Construction Services (net)

Outlays under this heading provide for the running costs of the construction func-
tion of the Department: of Housing and Construction and include salaries, allowances
and overtime ($117.8m), administrative expenses. ($18.6m), plant. and equipment
($3m) and consultants’ fees. ($23,3m). Consultancy costs relating to Defence works
projects appear under the Defence function.

The main contributions to the increase of $6m in expenditure on this function are
$3.1m for salaries and allowances and $3.5m for consultants’ fees, offset by a reduction
of $2,2m in plant and equif t requir following the transfer of the Depart-
ment’s motor vehicle fleet to the Department of Administrative Services,

Commonwealth Offices

The major components of the 1983-84 estimate of $§45.8m are $28.4m for the con-
struction and $15.7m for the mai f alth offices. Significant con-
struction projects to be commenced in.1983-84 include a new office block at Townsville
(total cost. $11.5m), refurbish t of the Melbourne C Ith Centre. {total
cost $3.9m), the first stage of a program of works to provide accommodation through-
out Australia for new computer equipment for the Department of Social. Security
(total cost $4.1m), extensions to Commonwealth offices at Lismore (NSW), Glenorchy
and Bellerive (Tasmania) (total cost $4.1m) and a further stage in the refurbishment of
the Administrative Building, Canberra, (total cost $3.2m).. Also, the Government has
agreed to design development proceeding in 1983-84 on possible Commonwealth offices
at7 ?delaide (total cost $30m) and Sydney (Kingsford Smith). Airport (total cost
$7.5m).

In addition, expenditure of $1.5m is planned in 1983-84 on the third-and final stage.
of a three year program to provide signs, improved access and specialised toilet facilities
for disabled persons in C wealth building

Printing and Publishing
This heading covers the salaries, administrative and plant and'equipment expenses

of the Commonwealth’s printing and publishing The of §1.lm.
reflects increased costs in the distribution of publications, additional staff resources and
anij in plant and equip purchases in 1983-84.
Property Management and Services

Costs iated with the mai and security of Commonwealth office ac-

commodation and the property survey program for Commonwealth departments and
authorities are included under this heading,

Major components of the 1983-84 estimate of $107.3m are salaries, allowances and
overtime ($24.9m), office services including electricity, fuel oil and gas and security ser-
vices ($22.6m), fitting-out work in leased office premises ($39.7m), and contract clean-.
ing ($8.9m). The increase of $2,6m in the office services component largely reflects in-
creases in electricity charges. The increase of $26,7m in expenditure on fitting-out work
in leased premises is mainly attributable to the-provision of additional or replacement
accommodation for the Departments of Social Security, and Employment and In-
dustrial Relations, the Australian Taxation Office, the Office of the Special Prosecutor
and a number of departments in Canberra.
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Government Purchasing

The salaries; allowances and overtime of staff of the Purchasing Division of the De-
partment of Administrative Services for $5.4m of the estimated expenditure of
$6m in 1983-34. Thei of $0.7m reflects an i in the number of staff to be
employed in the Division.

Rent

This item provides for rental costs for. office and other non-residential accommo-
dation leased for civil departments, The increase of $41.6m (or 42%) on 198283
reflects the full year cost of new leases taken up in 1982-83 ($18m), increased rentalson
existing leases ($13m) and proposed expenditure on new leases in 1983-84 ($10.6m)
which will have a full year cost of $28.2m.

The proposed expenditure on new leases includes provisxrcm for additional and re-
placement office space for the Departments of Social Security, and Employment and-
Industrial Relations, the Australian Taxation Office, the Office of the Special Pros-
ecutor and 2 number of departments in Canberra.

Publicity Services B

The 1983-84 estimate for these outlays includes provision for the publicity
programs undertaken by the Australian Information Sqrvice (86.8m) and support. for
Film Australia. (§6.2m). The-increase for Film Australia, together with cash balances
and general revenues, will enable total expenditure by the Australian Fl}m Commission
on Film-Australiaactivities (the production and distribution of film projects of national
significance. as well as films for government departments and authorities) to be
increased from $9.5m in 1982-83 to $11.3m in 1983-84 (an increase of 19%).

Storage and Transport Services
This item provides for the operation of the Department of Administrative Services’

vehicle fleet and for r | and storage costs d with the transfer of non-
Defence employees.

The estimate for 1983-84 includes an additional $5.4m for vehicle purchases, which
is offset by an i dil in from the sale of surplus vehicles of $7.9m.

The increase in vehicle purchases is due both to a Government decision to phase in a ve-
hicle replacement policy based on the optimum replacement period and the transfen: of
vehicle flects managed until 1 July 1983 by the Departments of Aviation and. Housing
and Construction. The costs of these fleets before 1983-84 were shown under the head-:
ings *Provision of Civil Aviation Services’ in the function “Transport and Communi-
cations’ and ‘Construction Services (net)’ above, respectively.

The overall reduction of $5.4m shown for this heading is partly due to a Govern-
ment decision to recover the costs of bulk storage services from client departments..
Costs for individual departments will now be reflected in their administrative and oper~
ational'outlays under the relevant function.

Other
Included here are expenditures for the construction and- purchase of staff housing
for Commonweaith public servants in remote localities and the Northern Territory
($1.3m), the purchase of houses from officers: compulsorily transferred from Mel-
boutne to Canberra ($1m), and the costs of printing Australian Government Gazettes
($2.2m).
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The subsidy ds food and b ge services. provided for C Ith

establishments by the C Ith A dation and.Catering Service Ltd is to

decrease by $1.3m.to $2.7m in 1983-84, reflecting th in'retai i
e oy ! g the use of $1.4m in retained earnings

NET SUPERANNUATION PAYMENTS, NEC

This item covers superannuation benefits, other than employee-fi
benefits, payable under the Superannuation Act 1922 and?th); Su;:r:(:le:ulautzl;i:‘::
1976 to or in respect of former employees of the C: wealth and certain C
wea'lth authorities. (excluding Defence Force. p 1 and' 1 of the Aus-
Sralmn Postal and Telecommunications Commissions). In addition.: icfcovers payments'
in respect of pensions to South Australia and Tasmania for former railway employees,
The figutes §hown are net of estimated receipts from Commonwealth authorities as
employer contributions towards the accruing cost of superannuation benefits for exist-

ing employees or as reimbursement of the employer share of benefits pai
employees or their dependants, ¢ * paid o former

The estimated increase of $61.1m in net superannuation i
: . payments for 1983-84 is
flue mainly to the cost, under the Commonwealth Superannuation Scheme, of pension
mcreases: payable frf)m July 1983 to existing pensi and an expected net i in
the of p ¢ Pay to South Australia and Tasmania for former. rail-
way employees are estimated to increase by $2.4m in 1983-84,

RECOVERIES, NEC

Recoveries shown under this heading include. administrative char g
undertaken by the Department of Housing and Construction on behalf ogfc(s)tlft: évg;‘lf
monwealth departments ($23m), rent from Commonwealth property ($8.4m), legal
costs and fines recovered as a result of court action by the Australian Taxation bfﬁcc
($8.2m), charges for the hire of computers ($3.8m), disposal of surplus civil govern-
ment stores by the Department of Administrative Services ($3.1m), audit fees ($6.2m),

custfm:s fees, payroll charges and commission, and various other miscellaneous
receipts.
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10. NOT ALLOCATED TO FUNCTION

Outlays not allocated to specific functions comprise those payments to-the States, the
Northern Territory and local government authorities which are not clsewhere
classified, natural disaster relief, public debt interest payments, and a bulk allowance
for prospective i in staff numbers and the wages and salaries of Commonwealth
Government employees, other than Defence Service personnel and employees paid
from votes included in the Defence function.

A. PAYMENTS TO OR FOR THE STATES, THE NORTHERN
TERRITORY AND- LOCAL GOVERNMENT AUTHORITIES, NEC

Outlays. under this heading include g; 1 funds for the States, State
Government Loan Council programs, assistance related to State debt, assistance for
local government and outlays for natural disaster relief. Similar forms of assistance in
respect of the Northern Territory are also included. These. payments, which mainly
constitute general purpose C 1th financial assi s to 65% of total
Commonwealth Budget funds to be made available to the States in 1983-84 and 77.5%
of those to be made available to the Northern Territory. Most specific purpose
payments to the States and the Northern Territory are not included under this heading,
being. classified elsewhere in this statement under the relevant fungtional headi
Details of total payments to the States and the Northern Territory are provided at the
end of this section, A more detailed description of all payments to States and Northern
Territory programs can be found in Budget Paper No. 7, Payments to or for the States,
the Northern Territory and Local Government Authorities 1983-84.

1981-82  1982-83  1983-84

Actual Actual  Estimate Change
sm sm Sm Sm %
Payments to or for the States nec—
General Revenue Assistance—
TaxSharingGrants  » « o+« o 6689.7 77725 85578 + 7853 + 101
dentified HealthGrants. « + « « « » 11372 1017.3 11595 4+ 1422 + 140
‘Temporary Revenue Assistance Grants — 300 1555+ 1255 +418.3
Special Grants .+ .+ . 0+ - e 58.5 19.6Cr -+ 196 +100.0
Total R R B 78854 8800.1 98728 +10727 + 122
Stale Goverament. Loan Council
Program—
CapitalGrants .+ « + « + « . ¢ 435.8 4577 4897 + 320 + 10
Advances(a). « . o o o e v 0 871.5' 769.4 1793 + 99 + 1.3
Sinking Fund Receipts ~ + « « » « 2136Cr  2238Cr 2327Cr ~ 89 - 40
Towt . ... - P 10937 1003.3: 10363 + 330 + 33
Assistance RélatedtoState Debt . . . 570 589 607 + 18 + 31
Assistance to Local Government—
TaxSharingGrants . » . « « « 3509 4245 4593 + 348 + 82

Total Payments to or for the States.
3 W e s 93870 10 286.8 114202 +11424

+
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1981-82  1962-83  1983-84
Act

Actual Estimate Change:
$m Sm $m Sm %
Payments to NT nec—
Ge.lr.xmslg(:ivcnge,\uimme—
axSharingGrants . . . . ., .. 351 3789 .3
Identified HealthGrants © . © . | | 261 R R
Additionsl Asistance . . . . . . | 200 150 — - 150 —1000
SpecialGrant ., , . L . 1. —- — 169 + 169 na,
Grantin lieu of Uranium Royalties .. . 1.2 37 5 -~ 02 - 62
Payments for Furlough and Recreation ’ ”
Ve L L L., P E . - -
General Capital Assistance— 18 s o4 o 152
ant . ., L L L e 383 402 430 4
Advance . L 111 DD 766 804 s0 + 3¢ 179
Repayments . . , . . . ., ., . 1.8Cr 2.7Cr 3cr - 10 -~ 374
‘Total General Purpose Assistance . 4769 539.6 5958 -+ 562 + 104
Debt Charges Assistance . . . . ., . 218 3Ly 5
Assistance to Local Government— N e
Tax SharingGrants . . . , , . . 1.7 20 22 + 02 + 82
Total PaymentstoNTnec . . . . 500.4 5728 6524 4+ 19.7 + 139
Assistance Related to South-West T: i . - -
Nnrt.:ml Diurllel}“kelier— asmania 20 + 210 na.
yments for Natural Disaster Relief . . 298 146.3 1104 — 359 ~ 246
Repayments . , . . . . .. ... 9.0Cr 14.5Cr 163Cr — 18 - 125
Total Payments for Natural Disaster
Relief . . ., .. ... 208 1318 U1 - 317 - 286

TOTAL PAYMENTS TO OR FOR'
THE STATES, THE
NORTHERN TERRITORY AND
LOCAL GOVERNMENT
AUTHORITIESNEC ., . . . 9908.2 10991.4 122027 412113 + 110

(@) Nominadopl by the States from-the Loan Council Program for ublic housin lassified t

Housing with other public housing expenditure, The gross Loun%ouncil Progsmzc(cinmding ;u‘b"fcfzmm
nominations) in 19‘83784 is $1469m, compared with $1373m in 198283, the first year to which the nomination
arrangements applied,

NOTE: n.a,—not applicable.

STATES' GENERAL REVENUE FUNDS

The Commonwealth provides general revenue funds (comprising in 1983-84 tax
sharing grants, identified health grants and special pOrary revenue assi ) to the
States, A total of $9872.8m, representing an increase of $1072.7m or 12.2% compared
with 1982-83, is expected to be provided in this form to the States in 1983.84.

Tax Sharing Grants

Since 1976-77, the bulk of general revenue assistance to the States has consisted of
tax sharing grants, which are based on a fixed percentage share of Commonwealth tax-
a}ion. Since 1982-83, this share has been 20,72% of the preceding year's total tax collec-
tions, defined as total net Cc alth taxes less hypothecated taxeés (such as the
special surcharge on motor spirit and distillate used to fund the Australian Bicentennial
Road Development Program) and State-type taxes levied in.the Australian Capital
Territory (such as stamp duty).
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‘The distribution of tax sharing grants among the States. was considered at the June
1982 Premicrs’ Conference in the context of the 1982 Report of the Commonwealth:
Grants Commission. The Commission’s report recommended an increase in the tax
sharing relativities for the more populous States, with a reduction for the Iess populous
States, compared with the relativities then in force. In view of the budgetary difficulties
that would have. resulted for the smaller States if the Commission’s relativitics were
implemented immediately, arrangements with the following main features were
introduced:
o revised relativities were determined, to be. phased in evenly over the three year
period ending 1984-85;

® a guarantee was provided by the C h that each State’s tax sharing
grant would increase by at least 2% in real terms in 1982-83 and a further {% in
real terms in each of 1983-84 and 1984-85; and

* a‘supplementary’ pool was set aside from the overall tax sharing pool (but within

the total 20.72% States’ share) equal to 0.397% of total Commonwealth tax col-
lections in the preceding year, to fund.the guarantee. Any portion of the poolnot
required for the guarantee was available for distribution among the States in ac-
cordance with the relativities for that year,

The States (Tax Sharing and Health Grants) Act 1981 was amended to reflect
these arrangements. This Act is subject to review before 30 June 1985,

As a result of the low growth in 1982-83 tax collections (the base for 1983-84 tax
sharing grants), all States except Queensland are expected to-benefit from- the real
terms guarantee in 1983-84, The cost of this guarantee is estimated to exceed the size of
the 1983-84 ‘supplementary’ tax sharing pool by $198m.

In total, tax sharing grants in 1983-84 are estimated at $8557.8m or 10.1% higher
than in 1982-83. This amount is equivalent to 21.21% of 1982-83 total Commonwealth
tax collections, compared with the basic share of 20.72% payable in the absence of
guarantee arrangements..

Identified Health Grants

Effective from:1 July 1981, identified health grants have been payable to the States
and the Northern Territory as general purpose financial assistance under the States
(Tax Sharing and Health Grants) Act 1981. For New South Wales, Victoria,
Queenstand and Western Australia, these payments replaced the specific purpose as-
sistancé previously provided on & cost-shared basis for hospital operating costs, com-
munity health and school dental services. South Australia and Tasmania have con-
tinued to receive specific-purpose assistance for hospital operating costs under the
Hospital Cost Sharing Ags (See the function Health above) as well as a separ-
ate identified hiealth grant under the States (Tax Sharing and Health Grants) Act 1981
to replace the assistance previously provided to both States for community health and
school dental services.

From ! February 1984 South Australia and Tasmania have agreed, as part of the
hospital funding aspects of Medicare (see the function Health above), to terminate
their hospital cost sharing agr with the C ith and to receive hospital
payments under the identified health grant provisions of the States (Tax Sharing and
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Health Grants) Act 1981. Although the precise transitional arrangements (including
legislative amendments) have. yet to. be determined. it is the intention that, from [
February 1984, South Australia and Tasmania. will receive in;'1983-84 an-addition to-
their existing identified heaith grants equal 1o the amounts of grants that, in the absence
of the Medicare arrangements, they otherwise would have received: had their cost
sharing agreements continued over the entire year.

Calculation of Identified Health Grants—1983-84

The total amount of identified health grants payable to the States (other than South
Australia and Tasmania) and the Northern Territory in 1983-84 is. calculated by
i ing the 1t of similar assi for 1982-83 in the same proportion as total
C alth tax collections (as defined in-the States (Tax.Sharing and Health
Grants} Act 1981) in 1982-83 bear to total collections in 1981-82;.

The total amount of identified health grants for the four States in 1983-84 is $1063m
and the grant for the Northérn Territory is $25.3m.

Identified health grants payable to South Australia and T: ia (not including
P for hospital operating costs under section. 30 of the Health Insurance Act
1973) in 1983.84 will be the sum of the identified health grants to be paid to cach State
from 1 February 1984 in the Medicare context (see above) and amounts already pay-
able under the existing identified health grants arrangements. For 1983-84 these latter

amounts are calculated in the same as the aggregate amount for the other four
States and the Northern Territory (see above).
Subject to the determination. of transitional arrang in' respect of Medicare,

South Australia’s and Tasmania’s identified health grants in 1983-84 are estimated at
$71.9m and $24.6m respectively.

Distribution of Health Grants—1983-84

The distribution of the 1983-84 identified health grants among the States (other
than South Australia and. Tasmania) and the Northern Territory is the same as.that
which applied to those States and the Northern Territory in 1982-83.

Temporary Revenue Assistance Grants

In recognition of the unusual severity of the States’ own budgetary difficulties, the
Commonwealth agreed at the 1983 June-July Premiers’ Conference to provide tempor-
ary additional assistance of $155.5m in.1983-84, This payment, in the form of a special
temporary revenue assistance grant, will be a once only transfer to the States, not to be-
included in the base for determining tax sharing grants in.1984-85 or later years.

In view of the severity of the February 1983 bushfires, the C Ith provided
additional general revenue assistance grants to Victoria ($19.5m) and South Australia:
($10.5m) in 1982-83,

Special Grants

Under the arrangements decided at the June 1982 Premiers’ Conference, the States are
precluded from applying for special grants.in respect of the.years 1982-83.to 1984-85,
the phasing-in period for the new tax sharing relativities.
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STATE BORROWING PROGRAMS

Set out in the following table are details of 1983-84 new money borrowing programs for
State Governments and their authorities, reflecting programs determined at the June-
July 1983 Loan Council meeting and, for borrowings outside Loan Council program
control, estimates notified by the States,

State and Local Sector: 1982-83 1983-84

New Moncy Borrowings Actual Estimate: Change
$m sm sm %
Loan Council Approved Programs
State Governments—
PublicHousing(a) . . . . . . .. . . 1459 2000(6) + 544 +37.1
Other . . . .. P . 12274 12690 + 419 + 34
Total . . ... . 0 0. 13730 1 469.0 + 960 + 70
State Larger Non-electricity Authorities {including
inl‘rulrfciure)‘ C e e e e e 10422 12026 +160.4 +154
Estimated Borrowings—
Electricity Authorities . . . . . . . . . 26121 2656.0 + 439 + 1.7
Stute Smaller Authorities . . . . . . . 5328 593.0 + 60.2 +113
Total Stateand Local Borrowings . . 5560.1 5920.6 +360.5 + 65

(@) Classified to the function Housing with other public housing expenditure,
(b). Estimateonly.

State Government Loan Council Program’

The Commonwealth funds the State Government Loan Council Program from its own
Budget. One third of the program is provided as interest-free capital grants, the remain-
der as interest bearing advances.

At its June-July 1983 meeting, Loan Council approved a State Government Loan
Council Program of $1469m, an increase of $96m or 7% on the 1982-83 Program.

States can: nominate from this program funds for public housing to be provided
under the concessional terms and conditions of the Commonwealth-State Housing
Agreement (CSHA), subject to their. first satisfying the matching requirements of the
CSHA. The States have not yet advised the amounts they intend nominating for public
housing under these 8 in 1983-84, An estimated amount of $200m has been-
scparately identified in the budget figuring for this purpose, and is shown in the function
Housing. The. bal of the p is provided as advances at current rates of
interest,

Electricity Authorities

At its June 1982 meeting, Loan Council agreed, subject to certain conditions, to elec-
tricity authorities being freed of Loan Council constraints with regard to the amount
and'terms; of their domestic borrowings for a trial period of three years, At the June-
July-1983 Loan Council Meeting, the States agreed to limit the borrowings of electricity
authorities in'1983-84 to the estimates they. had previously supplied to the-Loan Coun-
cil Secretariat. These estimates are included in the above table.
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States’ Larger Non-electricity Aulharlties Program (including Infrastructure).

Loan Council also app: dab gram. for State larger non-electricity
authorities of $1202,6m for 1983-84, an mcrease of $160.4m or 15.4% on the 1982-83
program. This program (whlch consists of borrowings guaranteed by State govern-
ments which are not reflected in.the Ci wealth Budget) i an t of
$1097.1m for the basic element of the States” larger semi-government authorities
program, $42m for temporary special additions, and $63.5m for previously approved
(non-electricity) infrastructure projects. No new projects were admitted to the infra-
structure program, As from 1983-84, Loan Council has removed all formal restrictions.
over the terms, conditions and timing of the domestic borrowings of ail authorities—
these matters will in future be determined by the individual members of Loan Council.

The distribution of the 1983-84 States’ larger (non-electricity) authorities program
isset out in the following table:

198283 1983.84
Larger (Non-lectricity) Authorities(a) Larger (Non-clectricity) Authorities
Infra- Infra-
Basic  structure  Special Basic  structure  Special

Program  Program Additions  Total Program  Program Additions.  Total
$m Sm $m Sm $me m $m m
NewSouth Wales 3237 6.4 ~ 3901 4272 40.5 — 4617
Victoria . . 264.5 27 200 3082 3490 6.0 — 3550
Queensland . . ., 179.6 600 70 2466 2370 170 — 2540
South Australia .. , 284 — 4.5 329 37.5. - 220 595
Western Australia 332 54 137 s23 438 - — 438
Tasmania . . . . 20 10.1 — 121 26 - 200 226
Total . . . 831.4 165.6 452 10422 1097} 63.5 420 12026

{a) Amountsborrowed.

States’ Smaller Authorities’ Borrowings

Loan Council agreed to increase from $1.5m to $1.8m the annual limit to which
smaller authorities can borrow individually for new money without requiring a Loan
Council approved program.

ASSISTANCE RELATED TO STATE DEBT

Under the Financial Ag; the.C Ith is to pay $15.2m to the States
each year until 1985 as a contribution towards interest payable on their debt, The Com-
monwealth also makes sinking fund contributions under the agreement in respect of
State debt; these payments are estimated at $45.5m in 1983-84,

ASSISTANCE FOR. LOCAL GOVERNMENT

Under the tax sharing arrangements introduced in 1976-77, the Commonwealth
provides.funds to the States for general purpose assistance to local government authori-
ties, The assistance is provided as a proportion of C ealth net p income
tax collections. in the preceding year. The proportion currently applying is 2%. It is
estimated that these grants will increase by $34.8m to $459.3m in 1983.84, and that this
will provide some real increase in the grants.
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PAYMENTS. TO THE NORTHERN TERRITORY NEC

Under the Northern Territory (Self-Government) Act 1978, the Legislative Assem-
bly of the Northern Territory has power, with the assent of the Administrator or the
Governor-General, to make laws for the peace, order and good government of the Ter-
ritory. Ministers of the Territory have executive authority in respect of specified func-
tions of a State-type nature, An.outline of the financial arrangements applying to the
Northern Territory is provided in Chapter V of Budget Paper No. 7, Payments to or for
the States, the Northern Territory and Local Government Authorities, 1983-84.
Under the My dum of Und ding between the Commonwealth and the
Northern Territory, Commonwealth financial assistance to the Territory has beenona
State-type basis since 1979-80,

The main payments to be made to the Territory in 1983-84 which are not included
under other functional headings are described below.

Tax Sharing Grant

The bulk of g 1 purpose r st is provided as a tax sharing grant.
The Territory's.grant changes each year-in proportion to changes in the population of
the Territory and to changes in total C. Ith tax collections (as defined in the

States (Tax Sharing and Health Grants) Act.1981) lagged by one year.

The Northern Territory's grant for 1983-84 is $424.3m, an increase of $45.4m or
12% on the 1982-83 t. This.compares with an i in States’ aggregate tax
sharing grants of 10.1%,

Identified Health Grants

Under the States. (Tax Sharing and Health Grants) Act 1981 the Northern Terri-
tory (along with New South Wales, Victoria, Queensland and Western Australia) re-
ceives a general purpose grant. that replaces separate specific purpose assistance pre-
viously provided on a cost-shared basis for hospital operating costs, community health
and school dental services, Details are provided under the heading ‘States General Rev-
enue Funds’ within this function,

Additional Assistance

For the six years from 1979-80 the Northern Territory receives either a special grant
after consideration of the recommendation of the Commonwealth Grants Commission,
or an additional assistance grant (as determined by the M dum of Und d
ing), whichever is the greater. The Commonwealth Grants Commission has recom-
mended the payment in 1983-84 of a special grant of $16.9m to the Northern Territory
in respect of the 1981-82 financial year. As this grant exceeds the additional assistance
grant of $10m otherwise payable in 1983-84, the Territory will receive the special grant
in 1983-84.

Grant in Lieu of Uranium Royalties

The Commonwealth makes a grant to the Northern Territory Government of an
amount in lieu of i Ities, The pay in 1983-84 is.estimated at $3.5m,
compared with $3.7m in'1982-83,
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Payments in Respect of Recreation Leave and Furlough Entitlements

Commonwealth. payments to the Territory in lieu of the accrued recreation leave
and furlough entitiements of its officers who transferred to the Northern Territory Pub-
lic Service are estimated at $0.4m for 1983:84, These payments are made on an emerg-
ing cost basis and the 1983-84 provision relates to entitlements of officers who retired or
resigned in 1981-82,

General Capital Assistance.

The Commonwealth provides general purpose capital funds to the Northern Terri-
tory on the same terms and conditions as apply to the State Government Loan Council
program, The level of general purpose capital assistance to the Territory changes each
year in proportion to changes in State Government Loan Council programs, excluding
any special additions. The level of assistance may, by agreement, be supplemented by
temporary or permanent additions to the Territory program,

As a result of the 7% increase approved for the State Government Loan Council
program, the Territory’s capital program. will increase from $120.6m to $129.Im in
1983-84. In line with the arrangements for the States, one-third ($43m) will be pro-
vided as grants and the remainder as advances from the Commonwealth at rates of
interest, and' on terms similar to those applying to the States, As is the case for the
States, the Northern Territory will be able to nominate amounts from its 1983-84 capi-
tal program for expenditure on publlc housmg, subject to it first satisfying the matching

4 of the C lth-State H g Agr (CSHA). Nominated
amounts will be advanced on the same loan terms-and conditions as apply to advances
made under the CSHA. The Territory did not nominate any funds.for this purpose in
1982-83,

Debt Charges Assistance

The Northern Territory pays debt charges to the Commonwealth on its general pur-
pose capital advances, These charges are rising rapidly in the early years of self-
government and the Commonwealth is currently fully funding them by way of annual
specific purpose payments to the Territory. The Budget provision of $54.5m is equal to
the debt charges estimated to be incurred by the Territory in 1983-84 and is an increase
of $23.3m on the 1982-83 payment,

Assistance for Local Government

A specific purpose payment of $2.2m will be provided to the Northern Territory for
distribution as general purpose assistance among local government authorities in the
Territory in 1983-84, This pay P ani of $0.2m on 1982-83 and isin
line with the ag that annual p ts are to vary in proportion to changes in
net personal income tax collections (lagged by one year)..

ASSISTANCE RELATED TO SOUTH WEST TASMANIA

Atrising from the termination in July 1983 of the Gordon River Power Development
Stage. Two in South West T: ia, the C Ith has undertaken to provide
financial assistance to Tasmania in respect of alternative employment projects. and.
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financial support for employees and contractors who cannot be redeployed to alterna-
tive projects in the short term. The initial arrangements agreed with Tasmania to give
effect to this undertaking are to be reviewed by the Commonwealth and the State in
October 1983. Pending the outcome of that review and the development of longer-term
arrangements, an amount of $27m is provided for payments to the State in 1983-84 for
these purposes. The extent to which this provision is drawn upon will depend, inter alia,
on future funding arrangements to be agreed;

In addition, an amount of $3m has been provided for strengthening of the Hobart
Airport runway, recorded under the function ‘Transport and Communication’”,

Other issues arising from termination of the power development, including that of
Tasmania's future power requirements, will be the subject of further discussions with
the State.

NATURAL DISASTER RELIEF

Under arrangements introduced in 1978-79, the C Ith provides assi on
a $3 Commonwealth to $1 State basis for expenditures by each State (and the Northern
Territory) on approved relief and restoration measures in respect of major disasters
where such expenditures exceed the annual base amount established for each State
(and the Northern Territory) in terms of its assessed financial capacity. In-addition, the.
Commonwealth meets half of the cost of assistance provided for approved measures for
the immediate relief of personal hardship and distress. where such assistance is not pro-
vided under the §3 for $1 arrangements, Further details on disaster relicf arrangements
are provided in Budget Peper No. 7, Payments to or for the States, the Northern Terri-
tory and Local Government Authorities, 1983-84.

In the 1982-83 Budget a provision of $8.5m was made for natural disaster relief pay-
ments to the States and the Northern Territory. As a consequence of the major
bushfires in Victoria and South Australia in February 1983, and the severe drought in

all the mainland States, natural di relief p by the C ealth in
1982 83 totalled $146.3m. It should be noted lhat, because of the severity of the
, the C Ith also provided special assi: for primary prod; in

1982-83 outside the natural disaster relief arrangements, under the Interest Subsidy
and Fodder Subsidy Schemes.
An amount of $110.4m is provided for natural disaster relief payments to the States
and the Northern Territory in 1983-84. This mainly relates to:
* continuing sub ial drought relief p in a number of States, and par-
ticularly in Queensland;
* allowance for large commitments. for relief in respect of the extensive flooding
which occurred in New South Wales and. Queensland between April and June
1983;and

* continuing assistance for bushfire relief in Victoria and South Australia.

Repayments

Some Commonwealth.assistance to the States for natural disaster relief is provided
as interest-frec advances in respect of eligible expenditures by the States. These expen-
ditures. usually take the form of concessional loans to individuals and business
enterprises affected by natural disasters, Such advances are normally repayable by the
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States-in eight:equal annual initalments, with the first instalment due for repayment
two years after the end of the financial year in which the relevant advances were made.
Repayment by the States of ad made in previous years arc estimated at $16,3min
1983-84,

SUMMARY' OF COMMONWEALTH PAYMENTS TO THE STATES, THE NORTHERN
TERRITORY AND LOCAL.GOVERNMENT AUTHORITIES

The payments déscribed above are largely of a ‘general purpose’, as. distinct from
‘specific purpose’, kind, Detailed information. on both: categories of ‘payments is pro-
vided in Budget Paper No. 7,.Payments to or for the States, the-Northern Territory
and-Local Government Authorities, 1983-84; Estimated total Commonwealth. pay-
ments to the Statés and the Northern Territory in 1983-84 are summarised below.

1982-93 19934

198i-92 Clisnge on " Changson,
Actual  Actua) 198182 Estimite: 192y
sm sm % S “$m %
Payments to or for the States and
Tocal authorities—

Ciensrel Purposs Revenue .
us S e e e e 78854 $800.1 + 116 98728 +10727 +122'
General Purpose Capital Funds 1-307.3 13730. 4+ 50 14650 4+ 960 + 70

TowlGeneral Pupose. 91927 101731 + 107 HIMLE 11687 FiLS

Specific Purpose Assistance—
Assistance related to State Debt 57.0 589 + 33 + 18
Education Comm issions . . 2639.3 29960 + 135 “+ 1456
Housing—Advances. ", . . 1388 1387 + 0d —_
Grantsfor Housing: . . . . 116.7 179.5 + 538 + 1587
Roads . Ce e 6620 8200 + 239 + 3070
Lmldnvemmem'\‘ax-ahnln‘ 3509 424.5 + 210 + 349
Hospital Cost-sharing . . . 177 2203 + 283 - 1006
Other , . . . . . .. 393.5 9448 +140.1 + 2449
TotalSpecific Purpose. 45296 ST8T  + 207 + 9913
Total Plymcnu to or for )
the Stat ... 137223 159559 + 163 181158  +21599 +135
Payments direct to Local Authori- '
tiess ... ..., 272 592 +178 877 + 286 +48.3
Gross Payments from the Budget L )
totheStates . . . . . . 137494 160150  + 165 ~ 182035 +2189.0  +137

Repayments . . . . . . . 326.0Cr 'JZO.ICr - 18 335.0L‘r+ 149 + 47

Net Payments to the States and .
Local Authorities  , . . . 134238 156954 + 169 178696 +21742 +139:

Payments to the Nosthern Terri-
to!

ry—
General Purpose Revenue

Funds . 363.8 421.7 + 159 4704 -+ 4838 +116
Genenl Purpoce Clpllll Funds 1149 1206 + 50 1294 4+ 84 + 70
Specific Purpose Funds . . 1450 180.2,  + 245 2419 <+ 6L.T +376
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1982-83 1983-84
1981-82 Changeon ) Changeon
Actus] Actual  1981-82° Estimate 1982-83
sm: sm % sm sm %
Gross payments from the. Budget
tothe Northern Territory 6237 7229 + 159 8484 + 1249 +17.3
Repayments: . . . . . B 4.4Cr 52Cr ~ 216 66Cr — 14 ~26.5
Net payments from the Budget to
the Northern Territory: . . . 6197 ns + 158 8419 -+ 1235 +172
TOTAL NET PAY-
‘MENTS TO THE
STATES, THE N.T.
AND LOCAL
AUTHORITIES. . 14043, 164127 +169- 187104 +2297.7 +140
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B. 'PUBLIC DEBT INTEREST

Interest payments from the Budget sector to other sectors are recorded under this
heading. Offset against gross interest payments on Commonwealth securities is interest
on Commonwealth securities held by the various Commonwealth Government Trust
Accounts. Public debt intérest in 1983-84.is estimated at $4 133,3m, an increase of
22.4% on the outcome in 1982-83,As a proportion of total outlays, public debt interest
in 1983-841s estimated at 7.3% compared with 6.9% in 1982-83,

1981-82  1982-83 ) 1983-84.

Actuat Actugl  Estimate Change *
Sm $m Sm ) Sm %
Interest onaccount of the Commonwealth—
Paid under the Commonweslth Inscribed
Stock Act and the Loans Securities Act 1562.3 1864.7 25000 +635.3 +34.1
Paid on: advances to Commonwealth
authorities under specific legislation . 134 143 8.6 - 57 —~399
Paid under the Loans (interest Equaliza-
tion Deposits) Act . . . . . . . 129 159 143 - 16 =10t
Other(a) . . . . . . .o 39 18 1.8 . .
Towl . . ... ... . 1592.5 1896.6 2524.6 +6280 +33.1
Interest on account of the States—
Paid under the Commonwealth Inscribed
Stock Act and the Loans Securities Act 13827 15430 16700 +127.0 + 82
Paid under Suvings Bank Agreements' . 317 464 500 + 36 + 79
Other(d) . . . . ... ... 13 Ll Lo - 02 =141
Total . ... ... . 1421.7 1 590.5 17210 +1304 + 82
Gross Interest Payments . ., . . 30142 3487.2 42456 +7584 +21.7
Interest Received: on G
and Cush Balances' held by the Common-
wealth Government on its own behalf—
Loan Consolidation and Investment Re- “
SIVE . . e e . 118.6Cr 100.5Cr 950Cr + 55 + 54
Other . o, v v v . 14.8Cr 9.0Cr 3¢ ~ 82 -91.4
Total Public Deht Interest s 28809 3317 41333 +755.6 +224

{a) Mainlyinterest paymems by the Commonwealth on trustee moneys lodged with it at call andinterest payments
on borrowings from private lenders by the ACT Commissioner for Housing.
{b) Interest payments on advances to the States in respect of the Mt Isa Railway and War Service Land Settlement,

Gross Interest Payments

Interest paid on the Commonwealth’s own behalf is in respect predominantly of out-
standing Treasury Bonds, Australian Savings Bonds, Treasury Notes and Treasury'
Bills. Other interest shown on account of the Commonwealth relates mainly to securi-
ties issued: on behalf of certain Commonwealth authorities and in respect of Income
Equalization Deposits.

Commonwealth securities are also issued on behalf of thie States in respect of bor-
rowings undertaken by the Commonwealth on behalf of the States. For the purposes of
this paper payments of interest in.respect.of debt of State Governments and Common-
wealth authorities are treated as a C Ith outlay. Reimbursement by the
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States' and- relevant Commonwealth authorities of interest pald on these Common-

wealth securities.is as pts under the headi , Rent and Divi-
dends’ (see Statement No. 4).

The estimated increase in gross interest payments on Commonwealth securities.in
1983-84 amounts.to $758.4m. (21.7%) compared with an increase.of $473m (15.7%)
recorded in 1982-83.

The rise in public debt interest payments in 1982-83 was due largely to the increased
issue of debt by the Commonwealth during the year, the particularly high level of
interest rates in the first quarter and the i d cost of ing interest pay on
overseas debt as a result of the depreciation in the Australian dollar. The larger increase
in estimated interest in 1983-84'mainly reflects the full-year impact of interest payable
on thie large debt issued, other than Treasury Notes, in [982-83 and the interest liability
on estimated debt issue in the first half of 1983-84,

Interest paid on public debt in any year embodies both the cost of debt issued in past
years and that expected to be issued in the current year. Because all the factors that will
affect the total.amount, timing and cost of debt to be issued in 1983-84 cannot be
known in advance with any precision, such estimates are necessarily subject to con-
siderable uncertainty..

Interest Received

Interest is received by the Loan Consolidation and I Reserve (LCIR) on in-
vestments in-Commonwealth securities which were issued mainly in Special Loans to
assist with the.financing of Statc Loan Council programs, These amounts, which rep-
resent the receipt of interest by the Commonwealth from itself (through one of its Trust
Accounts), are offset against gross interest payments, in order to record only public
debt interest payments to other sectors. The fall in estimated interest rcceipts in
1983-84 reflects a reduction in the LCIR portfolio holding of securities.

I is also received by other C wealth Trust Funds on their investments
in Commonwealth securities, These amounts also are deducted in arriving at public
debt interest payments. The estimated, decrease in these receipts for 1983-84 mainly
reflects a change in the type of investments held by the Wheat. Finance Fund, from
Commeonwealth securitics to fixed deposits,

C. ALLOWANCES FOR PROSPECTIVE. STAFF, WAGE AND SALARY
INCREASES (NON-DEFENCE)

The individual appropriations for wages and salaries are. calculated using the latest
available wage and salary rates at the time the Budget is prepared, i.c. wage and salary
rates ruling at the. begining of the financial year 1983-84, The expected costs of pro-
spective increases in wage and salary rates during 1983-84 are taken into account by in-
clusion-in'the Budget estimates of a bulk allowance. Thus, a portion of the year on year'
increase in average wage and salary rates between 1982-83 and 1983-84 is included in
the appropriations; the bulk all provides for the ind

The unappropriated provision of $130m included under this heading relates to all

wage and salary appropnatmns other than those. recorded: in the Defence function
where a sep isi
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Also included under this heading is $33m which: has been appropriated to.the De-
partment of Finance and. covers the salary and related administrative. costs of ad-
ditional staff for extensions to on-going programs and for new initiatives announced in
the 1983-84 Budget, the precise allocation of which was not known at budget time, The
allocation of this amount between departments will be consxdered by the Government

in the post-Budget period and the-expenditure will- be. classified to the appropriate:

function.
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APPENDIX TQ STATEMENT No. 3

THE 1983-84 BUDGET ESTIMATES. OF OUTLAYS COMPARED WITH
THE FORWARD: ESTIMATES OF 1983-84. OUTLAYS

This A idix p an analysis of ct s, by function, in the estimates of
1983-84 Budget outlnys smce the publication in » March 1983, in the context of the
, of the Report on the Forward Estimates of
Hudget Outlays 1983-84, 1 984-85 and' 1 985-86. The major causes of changes to the
estimates of outlays since then are subseq; hanges to the fc of icand
other parameters on which the forward estimates were based and policy decisions taken
by the Government in the context of the May E ic St t and 1983-84 Budget
process,

For the putpose of thw analysm, subsequent. parameter. variations are defined as
ges it which affect the level of expenditure on. a given
program by chlnging the volume and/or rate of benefit or'cost, on the assumption that
the elements of-the then approved pollcles on which the forward estimates were based
remain unchanged, Such changes may invol in y-wide p

(for example, variations in forecasts: of inflation indices) or in program-speciﬁc
parameters. (for example, changes in the ber of pensi ). As.discussed further
below, both types of parameter assumptions underlying the forward estimates have
been revised in the. light of more recent information, including the implications of
expenditure: results for the last six months of 1982-83, current exchange rates,
movements since December 1982 .in the Consumer Price: Index (CPI) and in Average
Weekly Earnings (AWE), changed forecasts of other economic parameters, and
changed estimates of unemployment and other beneficiaries.

In a number of cases, the costs of programs have been affected by both policy
decisions and changes.in parameters. Where the separate effects.are rcadxly apparent
they have been identified separately-in the analysis, Where the.sep of
policy and parameter changes are difficult to identify, the change in the budget estimate
has been attributed to that which is considered to be the dominant causal factor.

Changes in Government policies which affect: the level of activity in the economy
generally, or cause changes in certain. economy-wide parameters, might have an
important indirect ecffect on p s which infl the cost of specific
Government programs. For example, the degree of fiscal stimulus inherent in. the
1983.84-Budget has some beating on-the estimated number of unemployment benefit
recipienits and thus on the level of expenditure for the-unemployed.. Similarly, altered.
indirect taxes and the funding through-taxes of.expenditure previously met privately
might, by way of their influence on the CPJ, affect the costs of certain programs. It is
usually difficult-and often speculative to attempt to quantify the. indirect effects of a
given policy change-on the costs of other Government programs, and the analysis
presented here makes no attempt to do so.

While the following table and the associated text need to be interprefed in the light
of the foregoing qualifications as well as the usual qualifications associated with current
estimates of uncertain future outcomes, they are nevertheless intended to-provide a
broad indication of the major causes of the difference between the Forward and Budget
estimates of 1983-84 outlays.

.
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1] f1 B g ‘The estimated increase in outlays due to changes in p Y and other

i 1 . non-policy variations since the Forward Estimates Report is $838m or 1.5% of the for-
i! : ward estimate of 1983-84 outlays, The.adjusted forward estimate of 1983-84 outlays
il
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(obtained by adding the estimated effect of parameter and other variations to the orig-
inal forward estimate) is $55 432m or $1271m (2.3%) less than the 1983:84 Budget
estimale,

This adjusted forward estimate is based on current forecasts of economic and other
parameters, but assumes that approved policies and programs at the time of prep-
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inherited from the previous. Government, The new policies announced in the May
Economic Statement or in the 1983-84 Budget Speech will increase outlays by $2485m.,

Increased receipts resulting from Government decisions involving program related
tax expenditure and program related ipts items t to an estimated $623m.
The last column of the table shows that if the latter amount is offset.against the policy
induced net increase in 1983-84 outlays, policy decisions can be said to have increased
the call on general revenues by a net amount of about $648m. This analysis, of course,
excludes the effect of taxation revenue and other sevenue decisions taken for general
budgetary purposes which are described in detail in Statement No. 4.

The functional analysis of changes between the adjusted forward estimates and the
budget estimates presented in the body of the table gives some indication of the changes
in program priorities which have resulted from the Government’s May Economic
Statement and. 1983-84 Budget. decisions, The major policy induced changes in the
1983-84 estimates of Budget outlays compared to those shown in the Forward Esti-
mates Report are summarised below:

* Of the total net increase resulting from policy decisions ($1271m), net increascs
in estimated outlays in the areas of Housing and ‘Labour and Employment’
for $550m reflecting the Government’s concern to create additional em-

ployment and housing opportunities..

Social Security and Health.programs account for a further. $571m of the policy
induced net increase in autlays. The estimated net increase in outlays under the
Health function of $454m reflects mainly the introduction of Medicare ($600m),
offset by associated reductions in outlays in respect of the Commonwealth's con-
tribution to the Hospital' Beneﬁta Roinsurance Trust Fund (—$80m) and the ter-
mination of the previ ital cost-sharing arrangs involving pay

to South Australm and’ Tasmnma (—$79m). With the introduction of Medicare,
these latter payments will now be made under the function ‘Payments to or for
the States, the Northern Territory and Local Government Authorities, nec’. The
net effect of Medicare.on the Budget will be further reduced by the abolition of
the tax rebate for basic health insurance ($95m) and the introduction of the
Medicare levy estimated at $390m..
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o Polioy related inoreases in paymonts to the States, the Northern Territory and
Local Government account for a further nat increase of $320m,

» Offset against these net increass are net decreases in outlays due to polley
deelsions In the aveas of ‘Transport and Communications’, and ‘Industry Assis-
tance and Development’ amounting to a total net reduction in estimated outlays
of $199m,

s Although deolsions on the Defence vote provide {or real growth in outlays of
about 4% in 198384 and allow for continuation of existing programs, the Budget
catimate is $159m loss than the adjusted forward estimato which was based.on
financial guidance of 7.4% real growth under the Five Year Defonce Program,

The follawing text outlines by function the major causes of changes in estimates of
outlays due ta revised parameter forecasts and ather nowpalicy variations to-the esti-
mates since the forward estimates wete formulated; the amount shown at the beginning
of each function represents the net effect of such changea. (The text includes, where ap~
plicable, offects on functional outlays caused by reclassification, It should be noted that
funational reclassification of outlays, while affecting the totals of relevant functions,
has no impact on aggregate outlays,) Changes to outlays caused by Government polioy
dooislons are described in the body of Statement No, 3, which, together with Statement
No, 4, alse mentions decisions affecting tax expenditures and relevant receipts, These
decisions are therefore not describod in any detail in this- Appendix,

Defence—up $282m

Varlations in economic and other parameters underlying the estimates account for
all of the increase, Of this amount, devaluation-of the Australian doltar, and subsequent
movements, cspeclally in relation to the SUS, added $111m to prospective expenditure.
In addition, specific adjustments were required for prospective cost increases (§67m)
arising under contracts. for major equipment purchases in the United Statea, and the
forward estimates provision for prospective wage and salary increases has heen
lnoreased by $30m based on recent projections of AWE, A further increaso in the eati-
mate ($69m) was made to teflect actual price and exchange rate lavels in 1982-83 yols
evant to Defonce outlays which were higher than assumed at the time of the forward es-
timates, and so pravided a higher estimation base for 1983-84 outlays.

Education—up $109m

OF the increase of $109m due to parameter varlations, $39m results from an in-
orease in the fo mber of boneficiaties and average benefits paid under student
assistance schemes such as the Tertiary Education All Scheme and the Second-
ary Allowances Scheme. A further $6m is due to the effect of increases in nons
gavernment school entolments on the ¢ost of per capita grants, and the remaining $64m
is lacgely attributable to higher salacy requirements based on recont forecasts of AWE,

Health—up §32m

About §15m of the aboveincrease canhe attributed tathe net effect of changed par
ameters. Greater than anticipated utilisation of medical services and i d numbers
of Health Care.card holders and their dopondaats i d estimated outlays by $61m,
This incroase is largely offset by lower than previously anticipated domand for
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pharmaceutical benefits (—$50m). When allowance is made for other Increases and
decroases the remaining $17m is largely explained by a backlog of medical bonefits
clalma (++$18m) which had not been envisaged at the time of the forward estimates.

Saclat Security and Welfare—up $352m

The main i in this function occurred b of | g
(*+$290m) comprising:

o the not offect (-+$121m) of changes to the estimated numbess of pensioners and
beneficlaries on which the forward eatimates were based, The main increases
were due to upwards varlations to the estimated average number of age
(+$38m), voterans (-+$90m) and invalid (+$28m) pensionors, supporting
parent beneficlaties (+$25m) and family allowance bencficlaries (+8$13m).
These were pattially offset by teductions in the estimated avorage number of
unemployment benoficiaries (—$49m), widow pensioners (—$4m) and mobility
(—$14m) and rehabilitation (—~$7m) allowecs;

o increases of $91m to reflect the actual CPI figures for the March and June
quarters of 1983 and revislons to the CPI forecast which impact on the estimated
coit of the automatic indexation provisions of pensions and benefits; and

o the net offect (++$78m) of changes to the 1982-83 cost base on-which pension and
benefits estimates are framed, These include, for plo, updates of the 8
rates of fortnightly pension/benefit paid,

Othor changes to the forward eitimates ocourred because of staff increases
approved after the forward catimates (+$11m), cost incroases not reflected in the CPI
(-+$8m), and other variations (+$43m) to the forward estimates arising mainly from a
rescheduling of the financial requirements. under the administrative votes of the
Depariment of Soclal Security in. connection with the computer and network re-
oquipment program, and the reclassification of certain outlays from the ACT Com-
munity Dovelopment Fund to this function,

Housing—=dewn $6m

The decrease on the forward estimate mainly reflects the effects (—$8m) of
changed assumptions about the basic parameters underlying the forward estimates in-
cluding the change In tho 1982-83 base for nominated advances undor the Loan Council
arrangemonts. (-+$8,6m) and increases in estimated numbers of beneficiaries under the
Home Deposit Assistance Scheme (-+$12m) and the Homo Savings Grant Schemo
(~+31.5m), These increases were mote than offset by reductions in the capital and
interest subsidy requirements of, and higher than expoected proceeds from land sales by,
the Defonce Service Homes Corporation (—$30m), The net reduction due to these
paramoter changes was partially offset by other increases (+82m), mainly in the esti-
mates. for the administrative exp of the housing function of the Department of
Housing and Construction,

Urban and Regional Development nec and the Environment—up $29m

The forward estimates assumed, on the basis of negotiations then in progress, that
the NSW and WA Governments would settle autstanding debts.in respect of growth
centres and land commissions and commence repayment of negotiated lump sum.
amounts in 1983-84 (§22m). These nogotiations have been delayed and as a result no
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provision for repayment has been included in the 1983-84. Budget estimates and a
further $191 has been added to the estimates for the capitalised.interest in respect of
the outstanding debt, Offset against this total is a reduction of $15m reflecting
revi.sed estimates of requirements for general urban development and protection of the:
environment,

Culture and Recreation—down $2m

Changes in economic and other p ted inani of about $11min
the Budget estimate, largely reflecting wage and salary increases, cost increases incurred
by the ABC and the effects of devaluation and CPI increases not reflected in the for-
ward estimates. These increases were more than offset by savings of about $13m against
the forward estimate reflecting the implications for 1983-84. outlays of progress
achieved in 1982-83 on 2 number of construction projects, as well as a reassessment of
funds to be. provided for the staffing, administrative and. operational’ expenses of
nationai collecting and other institutions.

Transport and Communication—down $40m

Variations in underlying p largely for this d , the most
substantial being reduced expenditure under the Australian Bicentennial Road Devel--
opment Program due to a reassessment of the expected level of receipts (—$20m) from
the excise surcharge on motor spirit and distillate (based on updated fuel consumption
forecasts), reduced estimated subsidy' requirements under the Tasmanian Freight
}:‘qualisaﬁon Scheme due to-expected reductions in shipping activity (—$9m) and an

in estimated from air navigation charges as a result of an increase in
projected international aitline activity (—$8m).

Water Supply, Electricity and Gas—down $13m:

About $5m of the d is dforbya of operational assist-
ance for the Northern Territory electricity supply in 1983-84, taking into account more
recent projections. of the relevant cost indices, The estimated 1983.84 funding re-
quirement for construction of a coal-fired power station in Darwin has been reduced by
over $4m in the light of a revised construction schedule. The balance of the net d

is att_-" to a reduced esti of expenditure on the Liquefied Petroleum, Gas
Subsidy in line with a lower projection of d d for liquefied petroleum gas,
Industry Assi: and Develop down $176m

Pay for drought relicf assi (the Fodder and Interest Subsidy Schemes)
are estimated to be $132m lower due to the widespread rains which have reduced the
number of primary producers who are eligible. for drought assistance and the. conse-
quent decisions by the Government to terminate the Fodder Subsidy Scheme from.
30 June 1983 andthe I Subsidy Scheme from 31 December 1983, In addition, de-
pressed economic conditions have led to downward revisions in outlays for a number of

programs. A decline in estimated ¢ i p ion has | d the estimate for
bounty payments by about $12m and a reduction in expected appli for Industrial
R h and Develop (I R and D) commencement grants is the main factor

underlying the parameter related reduction of approximately. $8m in estimated outlays
on IR and D programs. Estimated payments in 1983-84 under the Export Expansion-
Grants Scheme and Export Market Development Grants Scheme were also revised
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downward by $7m and $23m, respectively, reflecting slower fi growth in export
activity. The Budget estimates also reflect a greater decrease (—$26m) in outlays on
the Petroleum Products Freight Subeidy Scheme than was projected at the time of the
forward estimates in the light of the 1982-83 Budget decision to raise the subsidy margin
to 1.0cents per litre,

Finally, the effects. of reclassifications of certain administrative expenses (to
‘Administrative Services' and from ‘Other Economic Services’) and other minor vari-
ations to the esti foraneti of $31m.

Labour and Employment—up $10m

Variations in parameters identified below account for $8m of this increase. The
remaining $2m is the net effect of various small estimating changes.

The function includes payments made to the Stevedoring Industry Finance.
Committee from a levy imposed on doring employers under the Stevedoring
Industry Levy Act 1977, A further decrease in activity on the waterfront is expected to
result in a decrease in the payment made to the Committee (—$4m). Increased
payments from the Coal Mining Industry Long Service Leave Trust Fund to the States
are expected to be made (-+$10m), reflecting the impact of depressed economic
activity on applications for long service leave.

Within the ‘Immigration’ sub-function, the major component of the increase
(-+82m) is due to the full-year effect of increased activities related to the detection and

" deportation of illegal migrants and visitors working without permits, which began in

1982-83.

Other Economic Services—down $33m

The functional reclassification of the administrative expenditure of the Department
of Trade from ‘Other Economic Services’ to ‘Industry Assi: and Develop .
accounts for $30.8m of the decrease. Other changes in functional classification since the
forward estimates, relating to functions formerly' performed by the Department of
Business and C Affairs, for a further reduction of $1.2m.

Legislative Services—down $6m . .

This net decrease consists of a reduction of $9m in estimated expenditure by the
Parliament House Construction Authority based on actual construction: during
1982-83, partly offset by increased estimates of cxpenditure on salaries and
administrative expenses,

Law, Order and Public Safety—up $2m

This increase consists of the net effect of an increase of $3m due to increased staffing
levels and projected salary and’ wages costs, partly offset by reduced requirements for
technical equipment and transfer of responsibility for debt recovery to statutory’
authorities.

Foreign Affairs and Overseas Aid—up $18m

The most important parameter. change affecting this function has been the de-
preciation of the Australian dollar. Of the $18m total increase on the forward estimates
relating to parameter changes, some $10m can be attributed to depreciation which
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affects contributions.to non-aid internati g ($4m), payments to over-
seas employzes and coniractors, and the cost.of services with a. foreign exchange cost

component. Apart from this, some $4m can be attributed to cost increases not. reflected.

inthe A lian CPl, 1 “, ! to Australian officers serving overseas, salary
i for locally engaged staff and i in Australia’s assessed contributions to
various international organisations. The remmmng increase is the result of various fac-
tors such as staffing i ppage of minor works, revnsed expectation
of revenue from philatelic saln in the external lemtorm and rcduced revenue from the
Overseas Property Bureau and the Australian D: A

{3

General and Scientific Research nec—down $14m

The reduction results from: revued uuma(es of forecasts for a number of programs
and agencies based on. more recent i including the effect of accel
capital works in 1982-83 which brought forward some SZm of expenditute,

Adntinistrative Services—down $18m.

The reduction of $18m is, in the main, the net effect of two'significant increases—
higher estimates for loan flotation expenses . ($16m) and the transfer of functions pre-
viously classified as ‘Industry Assi and Devel * ($8m)—being more than
offset by an estiated i in employer sup i ibutions (—$10m), a

duction in the expected average employ level for construction services of the
Department of Housing and Construction (~$5m), transfer of the activities of the
ACT Community Development Fund to the Social Security and.Welfare and Culture
and’ Recreation functions (—$5.4m), reduced working capital advance for transport
and storage services (—$3m), and.various further reductions stemming mainly from
reduced estimates for salaries and administrative expenses, in. particular in-relation to
the administration of the ACT (—$9m).

Payments to or for the States, the Northern Territory and Local Government
Authorities nec—up $204m

General revenuc assistance to the States i d by $124m reflecting the final de-
termination of 1982-83 tax collections and latest estimates of State populations and the
CPL In addition, the estimate of payments for natural disaster relief in 1983-84
increased (§80m) dueto pected expenditure relating to the recent severe drought,
the effects of the February 1983 bushfires in Victoria and South Australia and the mid-
year floods in New South Wales and Queensland,

Public Debt Interest—up $12m

This increase is mainly due to higher than previously f issues of C -
wealth securities and to the higher interest costs on overseas borrowings as a result of
exchange rate movements.

Allowance for Prospective Staff, Wage and Salary Increases {Non—Defence)—up
$35m.

Increases in projected AWE in 1983-84 and changed assumptions as to the timing of
those increases added $35m to the bulk allowance for prospective wage and salary in-.
creases during 1983-84,
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STATEMENT NO: 4—ESTIMATES OF RECEIPTS 1983-84

Total Budget receipts in 1983-84 are estimated at $48 342m, an increase of 8.6 per
cent over'1982-83 collections, In the ab of the d in the Budget
and the Medicare levy, which are estimated to yicld $1443m in 1983-84, revenues
would have increased by 5.4 per cent to $46 899m, OF this latter total, the measures

d in the T 's 19 May Economic Statement account for some $457m.
Excluding the pre-Budget measures and the Budget measures (with a combined
revenue yield of $1900m), the estimate of receipts in 1983-84 would thus have been
$46 442m, 4.3 per cent higher than in 1982.83,

RECEIPTS MEASURES'

The Table below shows the estimated revenue effects in 1983-84 and in a full year of
the i in the T 's May St and in the Budget.
Measures in the May Statement are treated only briefly below, except where there have
been appreciable changes to their scope or their estimated revenue yield.

Estimuted change in receipts

198384 Full year
Measure $m $m{a)

(1) Anmownced [n Ecomomic Statement of 19 Niay 1983
Personal Income Tax-—

Abolition of {ncome tax rebate for busic health insurance from §'July 1983 95 515
“Termination of Housing Interest Rebate Schemes PR 80 395
Abolition of the ic in-out 'l for primury
producers s £ 20
Changesto lncoma Equlliullon Depcl!l Sche ..... - na.
Reducllon to $416 of the threshold for luxlﬂon or cerlum income of
unmartiedminons . L L w0 v v e e ' 5 0
Increase of the black concessional rebate lhmhcld to 52000 e e 1 0
Abolition of the rebate on up 10 $1000 of dividendincome . . . . . . s 100
Changes to ths taxation arrangements for lump sum superannuation and
kindredpayments . ., . ., . . . Ve e e e e 10 300{b)
Business income—
Exlenslon to 5 years of the penod over which primary producers can
rinplantandequipment | . v . v 0 4 . . 9 50(¢)
i Fspecial atl (orpelmlcumslomxc e - na,
£ special ion: of oll/ PG fired plant - IS(c)
Removal of certal ions from interest withh [ 12
Placing of tax treatment of friendly socleties in respect of insurance business
onlplrwxlh thatof life Insunncccompaniu e e e e e - na.
of losses from pt lcﬂvlues - na.
Customs und Excise Duty—
Increases in excise on avistion fuels by 2centsperlitce. .+« . . . . 20 2
Other Measures—
Increase in interest rate on interest bearing capital of Telecom and Australia
L B I T T T , 104 101
Sale of 49 per cent of Commonwealth's 100 per cent equity in AUSSAT . 24 @
Q@ W
llmome Tax—
for fisthomeinsulation . . . v . . . - 6
Phued vemoval of exemption for part time members of the Reserve Defence s »
& :.,m. . ) 3 cickness heneficiark = -
Increasein pmvmomll tax uplift factor from t0percentto 1 I'percent . 45 (d)
Medicatelevy(e) . . . . . . . o . [N 39 1.050




Estimated change in receipts:

1983-84 Full yesr

Measure Sm Sin(a)
Business Income—
d of film industry i f 1 4
Abolition of deductions under section 75A of the Income Tax Assessment Acl - 3
Amendment of section 26 (8) of n»e Income Tax Assesment Act . . - na.
Recovery of tax in “bottom of the harhour” cases e e e s 60 o
Sates Tax—

1 \ di i [ T S 29 4
CrudeOilExcite . . . . . . . .. Ve s v e s e e e 245(g) {d)
Customs and Excise Duty—

{ncreased excise on petrol, dieselandwviationfuels. . . . . . . . . L 295 354
Expansion of excise base (fuel oil, heatingoil, kemnneund fomfymppinl) 122 147
lndeuuon or:xme L IR IR L 236 h)
! i duti N 13 )
Dehhomtmexnubau ............ ‘. -2 -2
Simplification of structure of tobaccoexcises . . .+ . . o Ve e e 4 5

na. potavailable,

{a) Full year estimates are the ultimate change in receipts that would have occumd if the measure had applied in
respect of 1983-34 tothe estimated level of lhe relevant nx basein that yea

(4) Calculated by applying 1o all sup p ind kirndred in 1983-84 the rates applicable.
under the new ™ respect of service aft BOJune 1983,

{c) First full year.

(d) Notapplicable.

(€)' The estimate for the Medicare levy is based on a Jevy of t per cent on taxeble incomes payable from | February
1984,

" ) 1y to b 1 §at$270m.

{g) This figure is estimated as the net vesult of several initiatives taken by the G fier ion with

the oil industry, in the light of developments in 1982-83. The initiatives embrace restraint on production for
domestic consumption from the Fortescue- ficld; pfepumion of lepxhuon to uullwmc an |mpor1 duty (for
possible fater [mplemenlllloﬂ. if necessary) t
toexport crude oil in certain circumstances.

{h) Full year gain would be similar to 1983-84 um Glms in future years are heavily influenced by assumptions
about inflation, but would rapidly involved.

(1) MEASURES ANNOUNCED IN ECONOMIC STATEMENT OF
19 MAY 1983

PERSONAL INCOME TAX

Health Insurance Rebate

The rebate for basic health i p has been abolished in respect of
contributions for basic health insurance coverage after 30 June 1983,

Housing Interest Rebate Schemes

The housing interest rebate which was announced in the 1982-83 Budget has been
terminated from 30 June 1983 and the special home loan interest tax rebate announced
in March 1982 for first home buyers is to be more restricted and no new entrants will be
accepted: from: 1 October 1983. The latter scheme is to continue on an income-tested
basis for persons who enter it on or before 30 September 1983, with a rebate being avail-
able until the fifth year of first home ownership.
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Income Tax Averaging

Since the 1977-78 income year, the primary prod averaging provisions have had
the effect that tax is calculated by reference to the rate on average income only in years
when current income exceeds average income. Ordinary rates have applied in other
years.

Commencing with the 1983-84 income year, the automatic in-out nature of the
arrangements is to cease and a rate based on average income will be used every year.

I Equalisation Deposit Sch

New arrangements are to apply to deposits made on or after 1 September 1983
under the Income Equalisation Deposit (IED) scheme for primary producers. Deposits
on or after that date are no longer to qualify for a tax deduction when made, nor are
they to be included in assessable income when redeemed. An interest rate at a margin of
2 percentage points above the two year bond rate is to be paid on these deposits. De-
posits made prior to 1 September 1983, which were deductible when made and are as-
sessable when withdrawn, attract a lower rate of interest.

Taxation of Certain Minors

The level above which a minimum rate of 46 per cent is applied to uncarned income
of unmarried minors is to be reduced from $1040 p.a. to $416 p.a. The reduction will
take effect from the 1983-84 income year and the new shading-in range will be from
$417t0 81372,

Concessional Rebate Block

A concessional rebate at the standard rate of tax is available to taxpayers on the
excess of expenditure on certain eligible items, such as superannuation contributions,
life insurance premiums, net medical expenses, education expenses and private rates,
above a specified level. That level is to increase from $1590 to $2000 with effect from
the 1983-84 income year,

Dividend Income Rebate

The rebate available on up to $1000 of dividend income of individual taxpayers
which wasintroduced in the 1982.83 Budget has been abolished as from 1 July 1983.

Taxation of Lump Sum Superannuation and Kindred Payments

Under arrangements announced on 19 May, 30 May and 7 August 1983, a new basis
will apply to taxation of certain lump sums received after 30 June 1983, Features of the
new arrangements are set out in Appendix II.

BUSINESS INCOME

Depreciation Arrangements for Primary Producers

Under measures announced on 19 July 1982, depreciation was allowed over either a
5 or 3 year period under the general depreciation provisions. Under those arrangements
the depreciation period of certain primary production plant, including structural im-
provements for the storage of hay, grain or fodder, was reduced from 5 to 3 years.
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For such primary production plant items acquired under a contract entered into
after 19 May 1983, or commenced to be constructed by a taxpayer after that date, the
deduction period is to revert to 5 years.

Concession for Conversion of Oil-Fired Plant

The two year write-off for the cost of converting oil-fired and LPG-fired plant toan
alternative energy source and the 40 per cent conversion allowance for the cost of plant
fired by other energy sources installed to replace oil-fired and LPG-fired plant are no
longer available in respect of conversion costs incurred under a contract entered into
after 19 May 1983 or incurred in ion with a ion that the taxpayer com-
menced to carry out after that date,

Termi of Special Depreciation All  for Petroleum Storage
The specia.\l depreciation arrangements for storage facilities for petroleum fuel are
no longer available in respect of facilities quired under a.contract d'into after

19 May 1983 or that the taxpayer commenced to construct after that date.

Certain Exemptions from Interest Withkolding Tax

G lly, interest payable to non-resid from A i is taxable
under withholding arrangements at the rate of 10 per cent of the gross interest, Two
exemptions from that general arrangement have been removed.. Interest arising on
money borrowed overseas under 1 obligati dintoafter 19 May 1983
by ‘Australian entities' as defined in the legislation and by the Australian Industry De-
velopment Corporation will now be subject to interest withholding tax. Exemption will
continue to apply to interest on widely held overseas loans of a.*bearer bond’ nature,
borrowings by the Commonwealth and' State Governments, and borrowings by Com-
monwealth and State authorities where the T is satisfied that funds b f
by the authorities are not. to be used in direct competition: with private sector
enterprises.

Friendly Socleties

The tax exemption for friendly societies on. investment income from life, disability
and accident insurance busi is to be terminated from the 1983-84 income year. Tax
is to be imposed at a level parable to that on the non-sup ion business of life-
insurance companies..

Deductibility of Losses from Exempt Activities

Fr_or.n‘ the 1983.84 income year, a deduction will not be allowable against a tax-
payer’s income from other sources for losses incurred from tax exempt activities such
as gold mining,

CUSTOMS. AND EXCISE DUTIES

The excise rates on aviation gasoline and aviation. turbine fuels were raised by 2
cents per litre to-6.555 and 6.190 cents per litre respectively, with effect from. 1 July
1983,
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(2). BUDGET MEASURES

PERSONAL INCOME TAX
Home Insulation

The deduction for thermal insulation of a first home is to be terminated, The deduc-
tion will cease to apply to amounts paid in respect of thermal insulation material after
23 August 1983 except where the payment was made under a contract entered into on
or before that date,

Pari-time Members of the Reserve Defence Forces

Sections 23 (s) and 23 (sa) of the Income Tax Assessment Act provide an exemp-
tion from income tax of the pay and allowances for certain part-time members of the
Reserve Defence Forces, The exemption. is to be phased out in two steps. From
1 December 1983, one-half of such pay and allowances will be exempt and from
1D ber 1984 the ption will be completely terminated,

Unemployment Benefits

Since 1976, both the basic levels of unemployment and sickness benefit and
additional allowances for children and for rent or lodging have been subject to income
tax. From 1 March 1984 additional allowances payable to unemployment, sickness and
special beneficiaries in respect of children and to sick beneficiaries for rent or lodg-
ing charges will cease to be assessable income. The basic levels of benefit will remain:
subject to tax,

Provisional Tax

To take account of expected growth in i provisional taxpayers' i for
the previous year have,.in recent years, been increased by a standard percentage to
obtain notional current year incomes on which the calculation of provisional tax pay-
ments is based, The standard percentage applied in 1981-82 and 1982-83 was 10 per
cent; in view of the iderably higher i in ge i pected in
1983.84, 11 per cent will apply in 1983-84, The 1983-84 rates scale will be applied to in-
comes calculated in this way and. rebates will be allowed at the 1983-84 values, Pro-
visional taxpayers retain the option of self-assessing, i.e. of providing an estimate of
their income for the current year which is then used in calculating their provisional tax
payments..

Medicare Levy

The Government's new health insurance arrangs aretobe fi d in part by
a levy on taxable incomes to apply from 1 February 1984, Further. details.of the levy
ar will be released closer to the date,

BUSINESS. INCOME

Film Industry Concessions
Concessions introduced in 1980 for the film industry provided for:
(a) a deduction of 150 per cent of the capital cost of acquiring an interest in the
initial copyright of an Australian film; and

(b) an.exemption of net earnings from the film of an amount up to 50 per cent of
the capital investment,
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The immediate deduction is to be reduced from 150 to 133 per cent of expenditure,,

whil? the maximum exemption is to be reduced from 50 to 33 per cent of the expendi-
ture in respect of an eligible investment contracted for after 23 August 1983. Additional
direct assistance is to be given to the film industry by means of budget outlays.

Abolition of Section 754 of the Income Tax Assessment Act

A deduction in equal instalments over 10 years is ailowed under section 75A of the
Income Tax Assessment Act for expenditure incurred by a primary producer in respect
of certain classes of capital expenditure not subject to depreciation. Land clearing,
swamp drainage and ploughing and ing the land for grazing purposes are examples
of the classes of allowable capital expenditure. The provision is to be abolished and the
deduction will cease to apply to such expenditure incurred after 23 August 1983 other
than expenditure under a contract eritered into by that date,

Amendment of Section 26 {a)

Section 26 (a) of the Income Tax Assessment Act provides that profit arising from
the sale of any property acquired for the purpose of profit-making by sale be included as
assessable income,

The provision is to be amended with effect from 23 August 1983 to correct certain
defects, Specifically, the scope of the provision is to be ded so that:

(a) if property ucquired for resale at a profit is transferred to a passive recipient,
e.g., by gift, section 26 (a) will apply as if the transferee acquired it from the
transferorat the same price as the transferor paid, and for the same purpose;

(b) the provision will not be deficient on ‘lack of identity’ grounds and will apply
to an appropriate part of the profit derived where a sale of property (including
shures) effectively represents the disposal of other underlying property that
was acquired for the purpose of profit-making by sale; and

(c) bonus shares or rights acquired in respect of shares are treated us having been
acquired as part of the transaction by which and for the same. purpose as the
shares to which they relate were acquired.

Further details are being released separately.

MEASURES TO COUNTER. TAX AVOIDANCE AND EVASION

Recovery of Tax in Bottom of the Harbour Cases

The recoupment tax law is to be extended to enable the recovery of personal tax on
the after-tax taxable income of companies in those years where evasion of company
tax was involved, and where a liability to vendor's recoupment tax exists. Payment of
the plclrsonal tax to be recouped will be allowed, free of interest, over a period. of 12
months.

The recoupment tax law as it applies to company tax is also to be strengthened and
improved,

Further details are being released separately.
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SALES TAX

Various anomalies and inconsistencies in the sales tax laws are to be corrected. The
changes, which are summarised in Appendix I11 to this Statement, will apply to goodsin
the categories affected that pass the taxing point after 23 August 1983, Their effects will
be to subject to tax some goods that are now exempt, to increase the rate of tax on cer-
tain other goods, to exempt from tax other goods that are now taxeble and to reduce the
rate of tax on certain other goods. In addition an exemption is to apply for ships dnd
other vessels licensed to carry not less than twelve adult passengers to be used princi-
pally by the owner in carrying on a business for the purpose of providing, for the public,
transport of passengers for reward on regular scheduled sight-seeing tours; the exemp-
tion'is to apply from and including 19 August 1981, when such vessels became taxable,
The sales tax Jaw is also to be amended to make it clear that audio disc players are tax-
able at thorate of 32.5 per cent.

CRUDE OIL EXCISE

Legislation will be prepared to provide authority for the imposition of a duty on pet-
roleum imports, should that prove necessary to discourage ‘underlifting’ of indigenous
crude oil,

Esso/BHP have been advised that the Government wishes that in 1983-84 not more
than 18m barrels of crude oil be produced for domestic ption from the excise-
free Fortescue field but that approval would be given to export, for spot sale, pro-
duction from that field in 1983-84 in excess of that level. Approval may also be forth-
coming for spot sales of excisable (‘old’) oil in certain circumstances. This, together
with the stand-by import duty legislation, should ensure that the maximum available
level of domestic crude oil production is taken up.and that a balance is maintained be-
tween the production of ‘old’ and non-excisable (‘new') oil.

CUSTOMS AND EXCISE DUTIES

Subject to the further changes, noted below, to flow from the indexation of all
excise and related customs. duties, certain excisc rates are to- be increased from 23
August 1983 as follows:

» the excise on motor spirit and diesel fuel will be increased by 1.5 cents per litre.
However, the rebate of excise on diesel fuel in respect of off-road: use by the
mining, forestry, farming and fishing industries and by houscholds, hospitals and
aged and nursing homes (i.c. all groups presently entitled to the rebate) will re-
main at 7,155 cents per litre;

o excises on aviation turbine fuel and aviation gasoline will rise by 0.5 cents per litre;

« fuel oil, heating oil and power and lighting } willb subject to excise
at the same rate applying to motor spirit and diesel fuel. There will be an amend-
ment to the Customs Tariff Act and the Excise By-laws to include: heating oil
within the definition of diesel fuel for excise and customs duty purposes. This will
allow users access.to an excise rebate of 7.155 cents per litre on the same basis as
applies for diesel fuel;

o the excise on grape spirit used in fortifying wine (item 2J in the Excise Act) will be
reintroduced at a rate of $2.50 per litre of alcohol;
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¢ the structure of excises on tobacco products will.be simplified in two steps. First,
the present areay.of rates in each major prod group (cigarettes, manufuctured
tobacco and cigars) will be collapsed on to the rate under which most (in some
cases all) clearances presently occur, Secondly, the wide differences among the
three major. product classes will be narrowed or eliminated. The rate for cigars of
$25.34 per kilogram of tobacco will rise to the rate applying to cigarcttes. The
rate of $15,10 per kilogram on manufactured tobacco will be raised by $5.00 per
kilogram to $20.10 per kilogram of tobacco; and

¢ amylic alcohol, fusel oil, playing cards, cigarette papers and tubes and matches

will no longer be subject to excise,

There wili be a program of six-monthly indexation of excise rates except for the rates
on crude oil and LPG, which are subject to separate adjustment machinery under en-
ergy policy arrangements, The first indexed increase of 4.3 per cent (the.compounded
CPl increass for the March and June quarters. 1983) will apply immediately to all the
‘traditional’ excises including most of those subject to the discretionary increases
outlined above, The only jon is for factured tot whose rate will remain,
at.the new level of $20,10 per kilogram of tobacco until the next indexation increase on
1 February 1984,

The: program of six-monthly indexation wilt apply to all excise rates (except for
crude oil and LPG) each 1 February in respect of the.CPI increases in.the preceding
September and December quarters, and each 1 August in respect of the preceding
March and June quarters' CP1 i The excise-equival g of like cus-
toms duties will be similarly indexed,

A full listing of the new excise rates is shown in the following section of this State-
ment, Appendix IV to this Statement provides the derivation of the rates applying from
23 August 1983 and explains how the indexation system will operate to maintain the
real value of excises st in the Budget,

For each of the excise i s i in the rel rates of

a
customs dutics is also being made. All changes have effect from 8pm 23 August 1983,
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RECEIPTS ESTIMATES'

The following table compares estimated receipts in 1983-84 with 1982-83 collec-
tions, Comparisons between the Budget outcome for 1982-83, the outcome for th‘e pre-
vious yearand the 1982-83 Budget esti are provided in- St No. 5. Figures
for the years since 1973-74 are shown in Table 9 of Statement No. 6,

1982-83 198384
Proportion
Changeon Changeon of total
Actua) 198§~82  Estimate 198283 receipts
Sm percent $in $m pereent percent:
‘Tuxation Revenue—
lncom‘c;l‘-x-—
Individuals—
AYE . . .. 20812 105 2207 1395 6,7 459
gml& R 19710r 3.0 2475Dr —504 256 =51
PR 18 840 82 19732 892 47 408
g‘!'l‘:AV.E. R 4126 8.4 4151 25 0.6 U.g
Medlcarelevy . . . . o . 3% 0 na. 0.
Tax al source from pay-
ﬂ:::'(f;r Ilk?mx‘r "“d?‘r: . . 500 500 na 1.0
donle . . . . 22967 82 4Mm 1 806 79 512
::mmﬂﬁ u.". N 4768 -56 4145 '-621‘ =13l 3.6
Wikholdlng . . . . . 259 263 296 » 14.3 0.6
Awounts recovered |;micr
ent Tax legis-
;:rlf)?lupr.“. e l . 80 na. 86 306 380.1 08
T Ve 28074 6.0 29600 1526 54 61.2
g:l:l:l':(me, u,x e e 3490 2.3 39719 489 140 8.2
Exclse dutye
i PN 3486 10.2 34n -4 ~0s 2
g::g:mlm.\df.l‘(.) e 330 173 4314 1.054 317 90
Culs’:‘mp.lt:(l:uly'— ...... 2036 -1.2 212 87 4.3 44
Coanlesports . . . . . 66 ~31.4 58 ~§ - l%_; g:
Bankaccountsdebittux . 30 na. 200 170 5)7;1.9 o4
ACT taxesandcharges . . . 9l 263 99 Js 14.6 0'6
Other taxes, feesand fnes (net): u 6.6 276 5 X .
Total taxatlon revenue: . 40834 8.1 44181 kKLY 82 914
Non-Tax Revenue—
Interest, rent and dividends 2922 130 3347 420 146 6.9
Net receipts from Government
enterpriso transactions . 700 81,5 701 sl ”g,§ ‘l);
Saloofexistingussets . . . 54 49.7 13 9 3 3
Tolw) Non<Tax Revenus 3675 222 4161 486. 13.2 8.6
TOTAL RECEIPTS . 44 509 9.1 48342 383 8.6 100.0
(a) Net coltections are estimated at $300 m after allowlng for reductions in collections from *other individuals' be-

cause of higher recourse tosell-assessment.
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TAXATION REVENUE

After taking of Budget me and d in the May
St total i in 1983-84 is estimated to increase by 8.2'per cent to
$44 181m. Brief comments on the main components follow,

INCOME TAX—INDIVIDUALS

It is estimated that collections of i tax from individuals will i by 7.9
per cent in 198384 compared with 8.2 per cent in 1982-83, In‘addition to gross PAYE
llections, this includ which are based mainly on taxable incomes in

1982-83 (PAYE refunds andl::ollections from other individuals), Estimates of collec-
tions from the:Medi levy and collections of tax at source from payments for labour
and services are also included in the total,

PAYE Instalment Deductions

Gross: PAYE receipts (excluding PAYE taxpayers® share of the Medicare levy,
estimated at $330m) are estimated to increase by 6.7 per cent, compared with an in-
crease of 10.5' per cent in 1982-83,

The estimate is based on an d annual ge i of 7 per cent in aver-
age weekly earnings on a national accounts basis and no change in average wage and:
salary earner employ . In'the ab of the d in the Budget

Speech and in the May Statement, it is estimated that collections would have increased
by 6.3 per cent in 1983-84.

PAYE Refunds

Refunds in 1983-84, which are in respect of tax assessed in 1983-84 on 1982-83 in-
comes, are estimated at $2 475m, $504m or 25.6 per cent higher than 1982-83 refunds.
This large i reflects principally p I income tax, concessions announced:
prior to and in the 1982-83 Budget, notably home loan interest rebates and increased
dependent: spouse rebates, Allowance has been made also for the estimated under-
deduction of tax instalment deductions in 1982-83 in the case of taxpayers with an extra
pay during that year.

Other Individuals

Receipts from personal income tax other than by PAYE deductions are estimated
to increase by $25m or 0.6 per cent in 1983-84, compared with an increase of 8.4 per
cent in 1982-83. The esti ludes an of $60m estil d.to.be paid by
‘other individual’ taxpayers under the Medicare levy. Property income is estimated to
have grown very strongly in 1982-83 while other business income'is estimated to have

shown little change. There were very large drought-related falls in the realised income:

of primary producers. Allowance has been made in the estimate for a swing back from
the.very high levels of self-assessment by farmers apparent in [982-83, s0 as.to reflect
the strong recovery in primary prod lised income expected in. 1983-84.On the
other hand, the estimate also alows for some $200m reduction in collections t of
higher recourse to self-assessment by those subject to the collection of tax at source on
labour and services (discussed below).

Inthe ab of d in the Budget Speech and in the May. State-
ment, it is estimated that collections in 198384 would have fallen by 6.1 per cent.
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Medicare Levy .
A 1 per cent levy on'taxable incomes is estimated to yield $390m in 1983-84, $330m
from PAYE taxpayers and $60m from ‘other individuals’.

COLLECTION OF TAX AT SOURCE FROM PAYMENTS FOR LABOUR AND
SERVICES

A tax deduction at source system will be applied from 1 Sc;‘)tem!)cf 1983 to certain
payments for labour and services not subject to PAYE deductions in mt}uslnes where
evasion of tax on such payments is known to be significant. '.Fhe system will be extended
progressively to other industries. Revenue in.1983-84 is estimated at S‘SOOm.’HSv{EveA::
the net gain to total revenue will be only $300m, as self- “by 'other
taxpayers in respect of amounts withheld under the tax at source is expected to reduce
provisional tax receipts in'1983-84 by some $200m.

INCOME TAX—COMPANIES

Company tax collections are cstimated at $4 145m, a decline of 8‘623m or {3.1 per
centon 1982-83, reflecting an estimated decline of about 18 per cent in taxable income
in 1982-83, the base for'1983-84 collections. It is estimated that $230m of the revenue
collected under the p t tax legistation will be received as p tax in
1983-84, but this amount is shown in the $386m of total revenue attributed to the
legislation.

WITHHOLDING TAX

The estimate of $296m includes $12m resulting from the .decision to remove exemp-
tions from interest withholding tax for interest on borrow‘mgs by the AIDC, or bor-
rowers which pass the ‘Australian entity’ test, as d in the May St:

RECOUPMENT TAX

1k of the proceeds to be recovered under the Taxation (‘Unpai.d Company
Ta);I).l!e b‘t "0 is nsw pected to be received in 1983-84. The estimate includes :hc
$60m t: be recovered in respect of p I'taxation under the ! in
this Budget. As noted above $230mof the estimated proceeds of $386m in 1983-84 is
expected to be collected under the ‘company tax’ head of revenue.

SALES TAX

Sales tax is estimated to yield $3979m in 1983-84, an i{lcrca§e of 14.0 per‘ccnt on
1982-83 collections, Nominal private consumption-cxpenditure is forcc.ast to increase
by a little over 9 per cent in 1983:84. As well as. measures announced in the 1983-84.
Budget Speech, the revenue estimate reflects the full year effects of the broadened tax
base, effective from 1 January 1983, and of the increased sales tax rates announced in
the 1982-83 Budget. In the ak of C d in the 1983-84- Bu«:lget
Speech, revenuc would have increased by 13.2 per cent. Estimated sales tax collections
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in respect of goods within: the specified rate classes and percentage increases by rate
class for 1982-83 and 1983-84 are set out in the following table. Y

l9§2-83 Changeon 1983-84  Changeon

Estimate 1981-82 Estimate 1982-83

$m percent sm rcent

Zapercenl(a) P 298 9.0 414 e 389
peresnt{@) . . . . e e e 2630 18.5 2943 1.9
Rpereent(a) . . . L . L0 0. 0. 562 17.3 622 107
3490 223 3979 140

(a) Rateswere 21 percent lower from 1 July to 17 August 1982,

EXCISE DUTY

Total collections of excise duty are estimated at $7 846m, an increase of $1 039m or
15.3 per cent over 1982-83. The main components are as follows:

1982-83 Changeon 1983-84
Actusl 1981-82  Estimate Change on 198283

i sm percent Sm S reent
Coudeoil . o v L 0 . .. 34% 10.5 3378 —5:‘2‘ pe_|r.|5
EPG .« v e 57 -50 9% 37 649
L C 3486 102 3472, -14 ~04

Boet e 1123 1.1 1221 98 87
Polablespirits . . . . . ... ... 14 ~50 130(a) 16 140
‘ll,'olbnfcoprodo::icul .......... 9 9.0 883 84 10,5

etroleumproducts . o . . . . . L 1293 333

Other (incl.credits) . + . . . . .. . -5 na. e e 5
Toltl .o e e 3320 173 4314 1084 317
TOTAL'EXCISE DUTY ., . . . . 6807 136 7846 1039 153

(@) lacludes fortifyingspirit,
(5) inctudes fucl oil, heating oil, kerosenes.

Crude Oil and LPG duties

Total receipts from these sources are estimated to decline by $14m or 0.4 per cent in
1983-84, compared with an increase of $322m or 10.2 per cent in 1982-83,

The 1983-84 crude oil estimate is based on. new procedures effective from 1 July
1983 in t!le Government's policy in relation to the pricing of indigenous crude oil and
the d excise levy arrang These p dures are outlined.in Appendix V
to this Statement, The estimate for crude oil excise p i
ti.lroughout the year of the import parity price of $36.53 per barrel for Bass Strait crude
oil applicable since 1 July 1983. Since 1 July 1983, the excise payments for all fields
have been determined by reference to the ruling import parity price for Bass Strait
crude oil, rather than the respective import parity price for each field,

:rhe forecast decline in crude oil levy receipts by $52m or 1.5 per cent reflects a
projected decline in excisable (‘old’) oil production by about 3 per cent. Non-excisable.
crude oil is estimated to represent about. 15 per cent of total indigenous crude. oil
absorbed domestically in 1983-84, compared with about 2 per cent in the previous year.
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These estimates assume that production for domestic purposss in.1983-34 from the
non-excisable Bass Strait Fortescue field will be limited to 18m barrels, The Minister
for Resources and Energy has advised Esso/BHP (the Bass Strait joint venturers) that
the Government wishes, that in 1983-84 not more than 18m barrels of crude oil be
produced for domestic consumption from the Fortescue field, but that approval would
be forthcoming to export, for spot sale, production from that ficld in 1983-84 in excess
of that level. The Minister has also advised Esso/BHP that the Government may
approve spot. sales in 1983-84 of any ‘old’ oil from Bass Strait' which is surplus to
domestic refiners’ requirements.

The production projection also assumes that the level of production which is ‘shut
in’ because of unscheduled disruptions occasioned by industrial and technical problems:
and insufficient liftings by refiners, will be substantially lower in 1983.84 than it was in
1982-83. One major reason for expecting this impr t is the Government’s
determination to see that refiners maximise their liftings of indigenous crude. To this.
end: the Government is in the process of preparing legislation which will provide
authority for the imposition of a duty on petroleum imports, should the imposition of
that duty prove to be necessary to discourage underlifting of indigenous crude oil.

Revenue from the crude oil levy in 1983-84 is estimated to represent about 70 per
cent of total pay by refiners for excisable crude oil or about 60 per cent of
pay for all indig oil expected to be absorbed by local refiners. This compares
with about 68 per cent for 1982-83, when most of the indigenous crude oil produced
was excisable.

Receipts from the duty on naturally-occurring LPG for 1983-84 are estimated to
increase by $37m or 64.9 per cent, The levy rate applying from 1 July 1983 was set at
the equivalent of $90.46 per tonne, which is about 56 per cent above the average levy
rate of $58.07 per tonne applying in 1982-83, This increase in the rate reflects the
increase in LPG prices from $251.85 to.$304.4 per tonne effective from | July 1983.
The estimate of LPG' excise revenue provides for the recent $US10 reduction.in the
international price of LPG expected to-be reflected in excise collections in the second
half of 1983-84. It is forecast that excisable production will be about 10 per cent lower
than in 1982-83,

Other excise duties

As outlined earlier in this Statement, a number of changes have been made to'the
excise system—the base has been expanded to include fortifying spirit, fuel oil, heating
oil and kerosenes, excise rates for tobacco products have been simplified, and rates on
petroleum products have been d

In addition a system of half-yearly indexation of excise rates has been introduced,
with the first adjustment to take effect from Budget night and the second. from 1
February 1984, Further details arc.at Appendix IV to this St In estimating
revenue from all the foregoing measures, allowance has been made for the estimated
effects of the resulting price increases on consumption.

The increase.of 31.7 per cent in estimated.revenue in 1983-84 reflects both these
measures and the full year effects of measures announced in the 1982-83 Budget. In the
absence of measures announced in the 1983.84 Budget Speech and in the May
Statement, collections would have risen by an estimated 11.4 per cent in 1983-84.
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The rates of duty for the main excisable commodities are shown in the following
table, These rates, other than on crude oitand LPG, will be indexed on 1 February 1984
b¥ the increase in the Consumer Price Index.in the September and December quarters
of 1983,

Rates of Excise Duty: 23 August 1983
. 5
Beer (perlitre) . . ., . R 063
Potable Spitits (per litre of glcohol) ! )
Bandy . . .o 16.69
General rete forotherspicits . . , ., L T 1956
Spiritsnelandliqueursnei . . . L .., L, .. L Lot 0.08
Forlifyinppirit..........,.........,...:.:: 61
Tobacco products (per kilogram) ' ’
C};arex(es .............................. 3098
Cgn . . ... 30,98
Manufactucedtobaece . . . L L L, L L L L L L L 2010
Petroleum products (per litre). e )
Motorspinit . . . . L L
Dieslfuel@) ~ [ [ 00Dl DI LIl 000
Avintionpuclinc.................,....A' 007358
Avistion turbinefuet . . . . | | .. el TIU LT oneom
Fuloll . .. .. . . e e 009027
Heatingoil(@) . . . .. . 0 ... . . Co Lo om0
CROREAES o & W o e s s e e e e e e B 0.0%027
Crude oil (per kilolitre) )
Annual production (000 kilolitres) of:
050 . . e e e 0.0
$-000 v v L L e 11.49
100200 . L T 3448
%jgg . e . P . 4597
0500 . L L LIt 9194
............................... 160.90
ovce0 CLLLIILIIIIITI I e
Liquefied petroloum gas (perkilolitee) . . . , . . . . . . ... . e ‘. 48.'57

(@) Rebate rate remains at $0.07155 per litre, and will not be subject toindexation,

CUSTOMS DUTY
Imports

Collections of customs duty on imports are estimated at $2123m, an increase of
$87m, or 4.3 per cent, over 1982-83, A modest increase in the value of imports is fore-
cast in 1983-84 following a decline in 1982-83, The move to index the excise-equivalent

p t of duties on comparable imports has an estimated 1983-84 revenue
yield of $13m.
Coal Exports

Receipts from.the coal export duty are estimated at $58m in 1983-84, a decline of
$8m on 1982-83 collections. The decline reflects both the full year effect of abolition of
the $1 per tonne duty rate (announced in July 1982) and'subdued overseas demand for
Australian coking coal,

BANK ACCOUNTS DEBIT TAX

The l9§3-84 A ti of $200m rep the first full year’s operation of
the tax, which was introduced in the 198283 Budget and took effect inApril 1983,
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ACT TAXES AND CHARGES
The components of ACT taxes and charges are as follows:

1982-83 1983-84

Actual Estimate Change
Sm Sm sm percent
Payrolitax . . . . . . . . G e 254 20 0.6 28
Stampduty . . . . . . L. ... L i8] 220 39 21.5
Other LI R S 51.8 554 36 69
TOTALACT TAXESANDCHARGES ., 9.3 99.4 8.1 89

Included. in estimated 1983-84 other revenues from taxes and charges in the Aus-
tralian Capital Territory are general rates ($25.4m, an increase of 3.7 per cent) motor
vehicle registration fees and drivers’ licences ($13.4m, an increase of 27.7 per cent), im-
posts on gambling (36.6m, a.decrease of 13.2 per cent), liquor licences ($3.8m, an in-
crease of 9.5 per cent), and fines for parking infring ts ($1.9m,a d of 2.1 per
cent). The estimated increase in 1983-84. mainly refiects increases in the level of ACT
general rates in line with.increases in the costs of providing services to p , 83
well as the increase in motor vehicle registration fees announced by the Minister for
Territories and Local Government on Budget night 1983,

OTHER TAXES, FEES AND. FINES
‘The components of other taxes, fees and fines are shown in the following table.

1982-83 1983-84

Actual  Eslimate Change

$m Sm- $m-  percent

Broadcastingand TV Station LicenceFees . . . . . . 404 521 1.7 290
Radiocommunications Licence Fees .+ .. . . . .« , . 181 21.5 34 18.5
Unfunded Employees Retircment Contributions . ., . 90.3 101} 10.7 19
Stevedoring Industry Collections . . . . . . . . 7.5 170 ~0.5 ~26
DepartureTax' .+ o+ v o 4w 4 0 4 . 417 413 =04 =1l
PagsportFees . . . . . . .. PPN 164 175 L1 69
QuarsntineCharges . . . . . . . e e 4.6 8.4 38 82.2
Other{net) . .+ « v« v v s e e e 1.5 16.8' 53 46.1
TOTAL OTHER TAXES, FEES AND FINES . . 240.5 275.7 352 14.6

Licence fees are levied by the Commonwealth on the annual gross earnings of radio
and television stations. Under a new formula.to.come into effect from 1' September
1983, there will be a slight i in the schedule. of fees payable by stations with
annual gross earnings greater than $9m, while the. maximum rate payable will be
increased from 7.5 per cent to 8 per-cent for television stations and from 5 per cent to
5.5 per cent for radio stations. An offset against television licence fees for the encour-

8 of Australian produced prog ing is under consideration for introduction
later in the financial year. The estimated increase in revenue in 1983-84 reflects both,
the new formula ($2.4m) and the higher earnings achieved by stations in 1982-83, on
which fees payable in 1983-84 are based ($9.3m).

The radio frequency spectrum is used by numerous corporations and individuals,
mainly in, business, for a wide varicty of private, commercial and public radio-
communications purposes, (Nearly 500 000 radi ications li are now in
force.) Licence fees payable by. users of the spectrum, which. are imposed under the
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Radiocommunications Licence Fees Act 1982, ate to be increased as soon as practi-

cable and will include, for the first time, a *royalty’ component reflecting the benefit de--

rived from use of the radio frequency spectrum, which is a scarce.resource lying within
the public domain. Revenue from these fees is expected to increase by 18,5 per cent to
$21.5m in 1983-84.

The 1983-84 estimate of unfunded employees reti contributions includ
contributions to be paid during the year by Parliamentarians ($0.9m) and Defence
Force personnel ($80.6m) to their superannuation schemes. The remainder of this item

comprises net pald into the Consolidated Revenue Fund from the Superannu-
ation Fund to meet pension entitlements of retiring Commonwealth employm who,
under the Commonwealth S ion Sch opt for a contrit

pension in lieu of a refund of their accumulated contributions.

Stevedoring industry collections, from a levy imposed on employers of watersidg
workers, are expected to decline by 2.6 per cent to $17mvin 1983-84 due to an expected
d: in the vol of cargo handled, on which levies payable are based. Details of
the purpose of the levy may be found under the functional heading Labour and Em-
ployment. in Statement No. 3, where a matching outlay to the. Stevedoring Industry
Finance Committee is recorded,

With a few exceptions (such as Defence Force personnel), a departure tax ($20 per
departure) is levied on all people aged 12 years and over leaving Australia, irrespective
of whether they intend to return. Collections from thistax are estimated at $41.3m, a
decrease of 1.1 per cent, reflecting changed administrative arrangements whereby tran-
sit passengers will be granted exemption from the tax, and people making multiple de-:
partures on one ticket (c.g. Qantas Circle 8) will be taxed only once.

Revenue from passport fees ($30 per person) is estimated to increase by 6.9 per cent
to $17.5m in 1983-84, reflecting an expected i in the total ber of p
issued.

Quarantine charges, levied mainly in respect of animal and plant imports and for
the disposal of waste from aircraft and ships, are intended to recover, as far as possible,
the direct. operating costs of the Commonwealth’s quarantine activities. The estimated
increase of 82.2 per cent in 1983-84 mainly reflects increases in charges in line with the
objective of recovering direct operating costs, as well as.an increase in the volume of
quarantine activities.

The 1983-84 estimate for the category ‘Other” includes r from the foll

o bankruptcy charges ($3.9m), comprising interest receipts of $1.5m from invest-
ments by the Official Trustee of assets from the estates of bankrupts and deceased

ports

debtors, and $2.4m representing fees and charges for the administration of the -

bankruptey legislation;

¢ the Australian Capital Territory Corporate Affairs Office ($2.3m), representing
fees for the registration of companies in the ACT;

¢ bond store licence fees. ($2.1m), which are levied on importers of bonded goods
(i.e. goods subject to customs duty) in respect of the cost of holding such goods in
bond pending payment of customs duty; and

® the oil pollution levy ($1m), which recovers costs incurred. under the National
Plan to Combat Pollution of the Sea by Oil,
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OTHER RECEIPTS
INTEREST, RENT AND DIVIDENDS

This heading covers interest. received by the Commonwealth' Government from
sources outside the budget sector, land.rents collected in the ACT, dividends reccived
from Government-owned companies. other than financial enterprises, and amounts
payable from offshore petroleum royalties (net) and from Northern Territory uranium
royalties, Details are set out below,

1982-83 1983-84
Actual’ Estimate Change
$m $m $m per cent
Interest received—
From the Slates—
On Advances for State Loan Council Programs 1589.8 § 7200 130.2 82
On Specific Purpose and Special Advances—
Housing Agreements . . . . . ., . 1962 205.2 9.0 4.6
Other . . « v v v v v v e 1050 120.3 152 14.5
Total . . .+ v . v o e .. 1891.0 20454 1545 82
Otherinterest receipls—
From the Territories—
Housing . . . . . . o 4 o W 350 356 0.6 1.7
Other . . . . . . v v v v v 364 58.6 222 60.8
DefenceServiceHomes . . . . . . . . 1149 1310 16.1 140
Snowy Mountains Hydro-electric Authority . 573 573 e ..
PipelineAuthority . . . . . . . . . . 330 354 24 7.3
Australizn Shipping Commission 152 11.2 =40 —=26.3
Postal Commission . . ., . . . . 4.2 54 12 28.5
Telecommunications Commission . . 480.1 605.3 125.1 26,1
QantasAftwaysLtd . . . . . . . k31 26 =05 =152
A tan National Airlines C i 038 0.7 =0l ~12.3
Australian Industry Development C H 38 —_ —38 —1000
lian National Rail ission. . . 42 4.2
Other . . . . v v o v v v v v 827 2.1 -~10.6 —128
Total . . . . . . . . . . 870.7 10194 148.6 171
Total Interest Receipts . . . . . . 27617 3064.8 3031 1.0
Rent, dividends, ete.—
Offshore Petroleum Royalties (net) . . . . . 68.2 83.0 148 217
Royal AustralianMint . . . . . . . . . 520 1400 88.0 169.3
Overseas Telecommunications Commission: . iLs 32.5 21.0 182.6
Land Leases—ACT . . . . . . . 6.8 6.6 -02 -26
Uranium Royalties—Northern Tersitory 154 14.2 -1.2 ~-17
Other . . . . . . . 6.1 60 =01 =15
Total . . . . 160.0 2823 1224 76.5
TOTALINTEREST. RENT AND )
DIVIDENDS . 29217 33471 425.5 146

Interest Receipts'

The estimated increase in 1983.84 in interest received on advances for State Loan
Council Programs reflects the level of interest rates applying to new raisings and to the
roll-over of maturing debt, as well as the continuing growth in outstanding advances.
The expected increase-of 8.1 per cent in interest received on specific purpose and
special advances mainly reflects growth in the level of advances outstanding,
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Other interest receipts are d toi by 17.1 per cent to $1019.4m in

1983-84; the main contributing factors are as follows:
© A rise of 31,9 per cent is expected in 1983-84 interest receipts from the Territories,
mainly due to the continuing rapid growth in the level of outstanding general pur--
pose advances to the Northern Territory. (Arrangements in respect of these debt
charges are summarised in Statement No. 3, under Payments to or for the States,
the Northern Territory and Local Government Authorities n.e.c..)

The estimated increase of 14 per cent in 1983-84 interest receipts from the De-

fence Service Homes Corporation is attributable to interest charges on new capi-
tal advances of $50m the Corporation is expected to receive from the Common-
wealth in 1983-84, and to the continuation of the progressive conversion of the
Corporation’s existing debt to reflect more closely current rates of interest.

The estimated decrease of 26.3 per cent in.1983-84 interest receipts from the Aus-
tralian Shipping Commission is due to the conversion of loans totalling $60m to
equity capital in June 1983 (refer to the functional heading Transport and Com-
munication in Statement No. 3 for details).

Estimated i pay to the C Ith in 1983-84 by the Australian
Postal Commission ($5.4m) and the A flian Tel ications Com-
mission ($605.3m) are, respectively, 28.5 per cent and 26.1 per cent higher than
in 1982.83, The increases partly reflect the continuation of the policy to convert,
on 1 July each year, the interest rate on one-tenth of the outstanding balances of
the initial interest-bearing capital vested in these authoritics by the Common-
wealth in 1975 to the public semi-government rate of interest. applying on 1
January prior to conversion (14.4 per cent per annum in January 1983), How-
ever, the increases are mainly attributable to the.decision taken by the Govern-
ment in May 1983 to generate additional revenue of about.$101m for the Com-
monweaith from these authorities in 1983-84 by increasing, with effect.from 1
July 1983, the rate of interest payable on those parts of the initial interest bearing
capital which were still subject to an interest rate of 10 per cent per annum. The
new interest rate as a consequence of this decision is 13,21 per cent per annum.
Telecom will also be required to pay interest.estimated at $8m to the Common-
wealth in 1983-84 in respect of the withheld portion of its total employer super-
annuation liability accruing in 1983-84 (refer to the heading Transport and Com-
munication in Statement No, 3 for details).

Included in the estimate of ‘Other’ for 1983-84 are expected interest receipts of
$23m from a United States Federal Reserve trust account which holds Australian
funds required.to meet payments to contractors for the supply of military equip-
ment under United States Government Foreign Military Sales arrangements.
This is an increase of $1.7m (8- per cent) over 1982-83, Also included:in ‘Other’
are estimated interest receipts in respect of:

- investments (other than in Commonwealth securities) of funds from a number
of primary industry trust.acco ($20m, a d of 29.8 per cent). (Out-
lays from these trust accounts are made for purposes such as research, disease
eradication, promotijon and stabilisation, and- are recorded under the func-
tional heading Industry Assi. and Develop in St No. 3.);
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- deposits lodged by the Commonwealth with the Primary Industry Bank in re-
lation to the Income Equalisation Deposits Sch $6.1m, a d of 14.4.
per cent). Deposits to date have totalled $101m ($30m in 1978-79, $45m in
1979-80 and $26m in 1980-81), of which $70.3m remains outstanding;

~ investments of the former Defence Forces Retirement Benefits (DFRB) Fund
now held by the Commonwealth following termination of the DFRB Scheme
in 1976. At that time, the C calth d responsibility for the pay-
ment of pensions under the Sct and acquired its surplus assets, 1983-84 re-
ceipts ($6.1m, compared with $6.2m in 1982-83) represent interest payments
in respect of these assets; and

~ other bank bal of the C Ith ($9.1m, a decrease of 13.7 per
cent).
Rent, Dividends, Etc.
In total, receipts from rent, dividends, etc. are expected to i by 76.5 per cent

0 $282,3m in 1983-84, Details are provided below.

Until February 1983, the collection of offshore petroleum royalties and permit and
licence fees was undertaken by the States. In respect of Bass Strait petroleum pro-
duction (currently Australia’s only offshore production area), a proportion of the rel-
evant royalties (about one-third) collected each year by Victoria was transferred to the
Commonwealth, Following the High Court Decision to uphold the Seas and Sub-
merged Lands Act 1973, legislation governing the collection of these revenues has been
amended. Under arrangements that commenced on. 14 February 1983, all revenues re-
lating to offshore petroleum royalties and permit and licence fees are now collected by
the Commonwealth and passed on to the States after deducting the Commonwealth’s
share of royalties (40 per cent) relating to Bass Strait production. The figures in the
table above are net of amounts to be paid to the States. The estimated net increase of
21.7 per cent in 1983-84 mainly reflects.an expected i in total domestic pro-
duction including an expected i in the proportion of new oil production. (‘New’
oil—discovered on-or after 18 August 1976—is not subject to the oil levy. The levy
takes precedence over royalty payments and therefore lowers the base value on which
royalty payments are calculated.)

The receipts from the Royal Australian Mint relate to seigniorage and numismatic
profits, The estimated increase of 169.3 per cent in receipts from this source in 1983-84
is due mainly to an additional $102m expected to result from the introduction of the $1
coin. This increase is expected to be partially offset by a decline in revenue from nu-
mismatic sales, higher costs of coinage metal, and purchases of gold for coin production
(nosuch purchases were necessary in 1982-83).

The dividends expected to be paid to the Commonwealth by the Overseas Telecom-
munications Commission in 1983-84 total $32.5m, an increase of 182.6 per cent over
1982-83, reflecting both a change in the timing of dividend payments by OTC in the
future and the fact that, contrary to previous practice, OTC did not pay any interim
dividend to the C Ith in 1982-83'in respect of 'its operating profit for that
year. The dividend payments to be made in 1983-84 comprise $12.5m in respect of
OTC’s 1982-83 trading profit ($16.3m) and an estimated $20m (representing a divi-
dend target of 10 per cent of OTC's total sharcholder funds as at 1 April 1983) payable
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in respect of the expected trading profit in 1983-84. The changed timing,of pay
reflects a new arrangement whereby OTC will be required to pay a single (and final)
dividend to the.C: h by 30 June 1984 in respecl of the operatmg profit for
the current trading year (ending 31 March 1984). Previously, two divid

were made by OTC each year, an interim payment by 30 June and a final payment by
31 December of that year.

Receipts from the collection by the Commonwealth of royalties and payments in
the nature of royalties in respect of uranium. mining in the Northern Territory are
estimated to decrease by 7.7 per cent in 1983-84 to $14.2m, These royalties cover Com-
monwealth payments to the Aboriginals Benefit Trust Account in relation to mining on
Aboriginal land (refer to Soctal Security and Welfare—Aboriginal‘ Advancement
Programs nec in Statement No. 3) and p in lien of ium royalties to the
Northern: Territory Government under a Memorandum of Understanding with that

Government (refer to the category Not Al d to Fi P, toor for the

States, the Northern Territory aid. Local Government Authoritiel.r, nec in Statement
No. 3).

Theestimateof $6m in 1983-84 for other rent and dividends, etc. includes dividend:

d'to be received by the C wealth from Mary Kathleen Uranium Ltd

($4 6m, the same as in 1982-83).

NET RECEIPTS. FROM GOVERNMENT ENTERPRISE TRANSACTIONS

This category includes receipts {other than taxation revenue) from public financial
enterprises and: net operating revenues from certain activities carried on as business
enterprises within the budget sector, as shown in the following table,

1982-83 1983-84

Actusl Estimate: Change

Sm Sm 3m percent

ReserveBank . . . . . . . v . . ... 662.9 650.0 -129 -~ 20
Commonwealth Banking Corporation . . . . . 335 46,6 131 39.1
Canberra Bus Service—Loss on Operations . . 4.10r 14.2Dr =0l -~ 08
ACT—WaterSupplyand Sewerage . . . . . . 10.3 1y 1.0 9.7
Other . . . . . .. 0. 7.0 71 0.2 24

TOTAL GOVERNMENT ENTERPRISE

TRANSACTIONS . . 699.6 700.8 12 02

Receipts from the Reserve Bank in 1982-83 totalled $662.9m, comprising final pay-
ments from 1981-82 profits of its Central Banking Business section (CBB, $204.9m)
and its Note Issue Department (NID, $13m), together with an interim payment of
$445m from 1982-83 NID profits. The estimated receipts from the Reserve Bank in
1983.84 comprise final payments of $11.3m from NID and $204.6m from CBB profits
in respect of 1982:83, and an interim payment of $434m from expected. 1983-84 NID-
profits,

Estimated receipts of $46.6m in 1983-84 from the Commonwealth Banking Corpor-
ation represent the. Commonwealth’s share of the net profits in 198283 of the Com-
monwealth Savings Bank (CSB) and of the net profits (after tax) of the Common-
wealth Trading Bank (CTB). The estimated increase of 39.1 per cent over the previous
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year comprises 2 $14.8m i inthe CTB p t which has been partly offset by a
$1.8m.reduction in.the CSB p t, and refl hanges in the operating profits of
the two banks.

The estimated loss on operations of the Canberra Bus Service for 1983-84 is almost
the same as in1982-83, reflecting the containment of labour costs as a result of the wage
pause combined with an expected increase in patronage,

Gross receipts from water and sewerage rates in the Australian Capital Territory
are estimated to increase by 17.1 per cent in 1983-84, reflecting increases in charges for
excess water usage, effective from 1 July 1983, as well as the increase in the sewerage
rate announced by the Minister for Territories and Local Government on Budget night
1983, Operational costs, estimated to be $16.6m in 1983-84, compared with $13.5m in
1982-83, are offset against. these receipts to give the net figures reflected.in the table.
above,

The estimate of ‘Other’ in 1983-84 relates to the operations of the ACT Transport
Trust Account, the Government Printer and Publications trust accounts and business
undertakings of the Department of Transport and Construction.

SALES OF EXISTING ASSETS
Details of sales of existing assets are shown in the table below:

1982-83. 1983-84

Actual Estimate Change
Sm $m sm percent
ACT—Saleofleases . o <« o o o v w4 o 215 277 02 0.6
Sales of Surplus Land and Bulldmp . 226 26.1 35 153
* AUSSAT . - 243 243 na.
British Phosphau Commuuon . .. - 164 164 na,
Christmas Island Phosphate Commission . . . . — 64 64 na,
Other . . v v v v v s s e e 34 11.8 84 2484
‘TOTAL SALES OF EXISTING ASSETS 53.6 127 59.1 110.3

n.4,miot applicable

The item ‘ACT—Sale of Leases’ records revenue from the sale of commercial and
residential leases in the Australian Capital Territory.

Proceeds from the sale of land and buildings deemed to be surplus to Common-
wealth needs are estimated at $26.1m in 1983-84, anincrease of 15.3 per cent.

The Government has announced that it intends to sell' 49 per cent of the Common-
wealth’s equity in AUSSAT Pty Ltd to the private sector. AUSSAT (which has.an
equity capital of $75m, of which $49.5m has so far been paid up) was cstablished in
1981 to own and operate the domestic satellite communications system to be
inttoduced in Australia in 1985-86. This sale is estimated to yicld revenue of $24.3m in
1983-84.

Agreement has been reached. to wind-up the British Phosphate Commission (in
which the British, New Zealand and Australian Governments are partners) and the
Christmas Island Phosphate Commission (in which the New Zealand and Australian
Governments are partners). The winding-up of both C issions is d to be

P
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completed in 1983 and will result in the-disposal of financial assets estimated to yield.

revenue of $22,8m for the Commonwealth.
The estimate of $11.8m for ‘Other’ in 1983-84 includes:

o the partial return of capital from Mary Kathleen Uranium Ltd to the Austratian
Atomic Energy Commission, following the closure of the Mary Kathleen mine;

¢ payment by the Australian, Broadcasting Corporation for. technical equipment

hased by the C. jealth in relation to media coverage of the 1982 Com-
monwealth Games in Brishane, which is to be retained by the Corporation; and

® expected proceeds from sales (arranged in- 1982-83).0f assets held by Common-

wealth enterprises, following the Review of Commonwealth: Functions. The

Government has decided not to proceed with the sale of any. further.assets iden-
tified in that Review.
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APPENDIX 1. TO STATEMENT NO. 4
TAXATION EXPENDITURES

Individuals and businesses derive financial benefits from taxation concessions of
vmous kinds. In the year(s) when they have effect, the concessions reduce, or delay,

of jon revenue. They are often referred to as ‘taxation expenditures’.
This Appendix provides information on some major items of taxauon expenditure,

The inclusion of an item in the Appendix does not ily indicate that it is con-
sidered'a departure from an.equitable tax diztribution, 1t implies no more than that the
item confers a benefit on recipients and could ivably be regarded as an alternative

to direct expenditure in the same way that family allowances confer a benefit compar-
able with that conferred by the dependent child rebates which they replaced in 1976.

Taxation expenditure figures as such do not attempt to cvaluate government tax--

-ation polncy nor do they imply any question of the desirability of pamcular taxation'

provmom or theu- effectiveness in achicving sct: goals: Their purpose.is merely to pro-

videfi t the assistarice which is given through the taxation system.
In May 1982 the Treasury submitted a paper on Taxation Expenditures to the
House of R Standing ( ittee on Expendlture. The paper examined

the coricept. of taxation. expenditure and provided a comprehensive list of taxation
expenditures together with, where possible, an indication of their cost to revenue, A

copy of that paper was reproduced as an Appendix to St: t No. 4 of Budget Paper
No: 1'in.1982-83,
Assistance to Individuals
C ional i tax rebates, deductions and other reliefs provide assistance to

particular groups of ind

Rebates
The principal rebates are those for mai of depend for sole parents,
social security and repatriation pensioners and housekeepers, zone rebates allowed to

taxpayers residing in remote areas, and rebates for certain types of allowable
expenditures,
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A ional rebate is allowable where a taxpay ibutes to the maintenance
of certain dependants and in some. other cases. The maximum rebate for the years
1975-76 and 1978-79 to'1983-84 are:

Msximum Rebate:

197879
and
Dependant etc, 197576 1979-80 1980-81 1981-82 198283’ 1983-84
s s s s s s
Spouse, '- h 3! P
Wllhdcpendemchlld 400 597 800 830 93 1030
Without dependent child 400 97 80 830 830 80

Parent or parent-In-law 400 539 722 749 49 749

invalid relative 200 2710 362 37 376 36

Soleparent . . . ., v 4. 200 417 559 580 7 780

Chitdren(a)}

Student . . ... L. L . 200. 270 362 316 376 376

Non-tudent under 16—one such ch“d . 200 270 362 37 376 376
‘each other such child 150 203 n 282 282 282

Social Security or Repatriation Pensions . . " . . 167 250

@) Afer 197576 sebates in respect of children have relevance only to the calculation of zone rebates.

Zone rebates are allowed to taxpayers who live inremote areas. Eligible residents in-
Zone A receive a rebate equal to $216 plus 50 per cent of any entitlement to rebates in
respect of d d solep and .} including notional rebates in re-
spect of dependent chlldren), eligible residents of Zone Breceive arcbate of $36 plus 20
per cent of the rebates for. depend ‘etc. For residents of either Zone A or Zone B
who reside more than 250 kilometres from a,centre of population of 2500 or more, the
basic rebate is $750 in liew of the ordinary basic amount of $216 or'$36.

A rebate at the standard tax rate is allowed on the excess of a taxpayer's aggregate
expenditure on certain concessional items above a prescribed figure ($1590 for 198283
and $2000 for 1983-84), Eligible expenditure includes certain expenditure in respect of
the taxpayer and his dependants on medical and hospital services net of recoupments,,
funeral expenses up to $100, expenses of adoption of children, life insurance premiums
and superannuation contributions up to a total of $1200, education services in respect
of the taxpayer, his children or dependants, up to $250 per person, and rates and land
taxes up to $300 in respect of the taxpayer’s sole or principal residence. On the basis of
income tax statistics for 1981-82, about 9 per cent of taxpayers had concessional expen-
ditures in excess of $1590 and hence qualified for the rebate: Under the excess of $2000:
operative for 1983-84 the percentage of taxpayers qualifying for the rebate is expected
to be less than that, perhaps in the order of 6 per cent,

Contributions made between 1 July 1981 and 30 June 1983 in respect of a period of
cover during that period to a reg:stered health fund for basic hospital and/or medical

were rebatable at the standard rate. This rebate was outside the concessional
rebate block and was allowed regardiess of the level of a taxpayer's other rebatable
expenditures.

Rebates outside the ional rebate block also apply to.certain interest pay-
ments after 30 June 1982 in ion with the purchase of a.sole or principal resi-
dence situated in Australia. Two mutually exclusive forms of rebate-have applied. For
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one scheme, the rebates ceased to be available in respect of interest payments made on
or after ' July. 1983; the other scheme has been restricted-and new entrants will fiot be
admitted to it after 30 September 1983. Details of the changed arrangemeits are given
in the Taxation Measures Section of Statement No. 4,

‘A rebate of personal income tax at the standard rate of tax was applied to dividends
of up to'$1000 received by Australian resident taxpayers from Australian companies in
the 1982-83 financial year.

Deductions

Gifts to the value of $2 or more to organisations covered by sections 78 (1):(a) and
78 (1) (aa) of the Incorne Tax Assessment Act are deductible from assessable income.
Between 1 July 1974 and'31 October 1978, interest paid on home loans was deductible,
subject to an income test and certain other conditions.

Superannuauon contributions made. to a quahfymg fund by self-employed persons
and by employees not d by d arrang are deductible
from assessable income up to a limit of 31200 per annum. Contributions by such per-
sons in excess of. $l200 are rebatable within the concessional rebate block, up to the
lint;i‘t of $1200 for life insurance premiums and superannuation contributions subject to
rebate,

A deduction- was allowable in respect. of the cost of purchase and installation of
material.for the thermal insulation of a first home the purchase of which was contrac-
ted for, or the construction of which commenced, after 1 October 1980 and before 24
August 1983,
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Details of tax revenue forgone under most of the aforementioned taxation pro-
visions in respect of income years 197576 and 1979-80 to 1981.82 are shown in the
table below,.

Estimated Revenuo Cost for Income Years.

Provislon 1975-76 1979-80 1980-81 1981-82

Sm $Sm Sm $m  Sm  Sm  Sm $m
Dependant ete. rebates:

Spouso, housekeeper, daughter-housekeeper  , , 452 642 880 893
Soleparent . . . o . v e 0 e e L] 36 33 58
Dependentchiddren . . . 0 . 0 0 o, . 683 . . oo
Otherdependanis , . « + « « « « o 4 . 25 4 6 6
Total , ... ... Voo™ 1139 = 682 ——r 939 ~—— 557
Zonerebates . . . L 0 . 0 v 0w . 26 k) a2 80
Healthinsurancerebate . . o . « v o L " “ . 479
Otherconcessional rebates(@) . . . . .« ' n7 7 93 o
Deductions:
Giift provisions
School buildingfunds . .« « « « . . 9 14 . 16 24
Othergifts . . . . « v« « o v o 16 24 n 46
Interestonhomeloans . . . . . . . « 8 e . .
Costofinsulatingafisthome. . . . . . , B . . 2 4
i ibutions, self employed, etc, .- . 30 57
Total . ... ... Ve 18— 3% — 81— 126
TOTAL . . « . . « . PRI 13% 836 1185 1252

(4). Excudes cost of general concessional rebate which was absorbed into zero rate step of vato schedule with intro-
duction of standard rate system in 197778,

Miscellaneous
A variety of income is specifically exempted from personal income: tax. In par-
ticular, amounts paid under the Social Services Act 1947 relating to the following are

cxempt from taxation: invalid pensions paid to persons under age pension age, sup-
plcmentary assistance which is: paid subject to a special income test to certain pen-

sioners who pay rent or lodging charg to' pensi that p
mothctsorgunrdnansallowanceoraddmonal ion for children, family al
funeral benefits, sheltered \t , double orphan’s pensions, handi-

capped child’s allowance and some training and lwmg allowances under the Rehabili-
tation Service. From 1 March 1984, supplementary allowance paid fo sickness
beneficiaries and additional allowance for children paid to uncmployment. sicknessand
special beneficiaries will be exempt Some repatriation pensions are also exempt income

as are some wartime p ionp ived from other countrm.
A number of lump sum income payments made to individy ,.; are either tax fre¢ or
are taxed on a concessional basis, Major changes were announced by the T on

19 May 1983 to the taxation treatment of lump sum superannuation and. kindred
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benefits; details are provided in Appendix II to St t No. 4. Esti of the
extent of concessional treatment of superannuation involve consideration of the tax-
ation {reatment of contributions to funds, earnings of funds, and superannuation
benefits. The Attach to this Appendix examines further the conceptual basis and
magnitude of this tax expenditure,

Industry Assistance

Industry also has received assistance through various. taxation concessions, The
main concessions available in recent years have been investment allowances,
accelerated depreciation and trading stock valuation adjustment, all of which applied
to a wide spectrum of industry, while special arrangements have benefited the primary
production, mining, film and tourism industries.

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

A-—those allowing the deduction of that are not authorised under the general
provisions of the law;

B—those allowing certain taxpayers to alter the timing of tax allowances; and
C—those exempting certain classes of income.

Details of estimated amounts of revenue forgone in respect of some of these pro-
visions are quantified below. Other provisions are not quantified, in some cases because
of lack of data on revenue forgone or questions about the extent to which they may
properly be regarded as wholly ‘industry assistance’, These provisions include the con-
cession by primary prod are allowed. to adopt artificially low values for
natural if in their li ¥ for taxation purposes; deduction of the cost
of connecting business properties to clcctncnty mains; measures related to the eradi-
cation of brucetlosis and tub ding in the case of forced sales of
livestack;, the petroleum shareholder rebate, the accelerated depreciation of expendi-
ture on employees’ amenities; and certain sales tax exemptions,

Category A
The present investmént allowance.applies to a wide range of new: plant and equip-
ment, including leased plant. It provided originally for a deduction equal to 40 per cent
of the cost of plant purchased under a contract made in the period 1 January 1976 to 30
June 1978 and first used by 30 June 1979 and a deduction of 20 per cent of the cost of
plant ordered in the period 1 July 1978 to 30 June 1985 and first used by 30 June 1986,
Following the Review of Commonwealth Functions the 20 per cent rate was reduced to
18 per cent for plant-ordered on or after | May 1981, It was announcedon 29 July 1982
and confirmed on 30 March 1983 that the allowance would apply to certain ships which
wers not previously eligible for it. The estimated revenue forgone in respect of the pro-

visions is $504m in 1981-82 und $593m in 1982-83,
Ani diate deduction is allowable in the year of expendllure for the capital cost
of a wide range of soil conservation measures and of conserving or conveying water ina

business of primary production, The estimated revenue forgone i respect of the pro-
visions is $38m in 1981-82:and $23m in-1982-83.
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Special deductions weroe ailowablo under section 75A of the Income Tax Assessment
Act to taxpayers engaged in primary production in vespect of certain classes of capital
oxpenditure not subject to depreciation, Until this Budget the amount of the expendi-
ture was allowed in oqual annual deductions over 10-years. Clearing land, draining
swamps and grassing the land for grazing purposcs wore examples of the classes: of
allawable capital expenditure, The:deduction ceases to apply to such expenditure in-
curred aftor 23 August 1983 other than expenditure contracted for previously. Primary
producers are also allowed to write off capital expenditure on telephone lines over 10
years, Tho estimated revenuo forgone in respect of these provisions is $3m in 1981.82
and $3min 1982-83,

The Income Equalisation Deposits (IED). scheme permits doposits by a primary
producer, within specified lxmits, to be deducted agamst assessable i income, and with-

Is of d to be included in ble. income. The scheme is to be sig-
nificantly chnnxed in respect to deposits made on or after 1 September 1983 and details
of the arrangoments are outlined in the Measures Section of Statement No. 4. The
estimated net revenue forgone from the IED scheme is $14m in 198182 and $9m in
1982-83,

Under the averaging provisions, primary producers effectively have their income
from primary production taxed at rates corresponding to their average income for the

current and § ding 4 years. (Depending on the t of theirincome not derived
from primary production, some or all of that income may also be effectively taxed at
the lowor rate corresponding to ge i ) In any year from 1977-78 to 1982-83

in which averago income was greater than taxable income, primary producers were
taxed at ordinary rates,

The purpose of the averaging pravisions is to onsure that fluctuations in income in
ion with progi in rates of tax do not lead to primary producer taxpayers
with fluctuating incomes bearing higher tax rates than other taxpayers having incomes
which, over a period of ycars, are comparable. but non-fluctuating. The effects go be-
yond that when there is an upward (e.g. inflationary) trend in money incomes over a
number of years since, oven if fluctuations in income do not occur around that trend,
the averaging provisions result in the taxpayers covered by them bearing [ower tax rates
than other taxpayers whose incomes over an equal poriod of years ave comparable, Fur-
thermore, even in the absence of an upward trend in incoms, the provisions introduced
in 1977-78 and terminated from. 1 July 1983 did more than remove the effect on tax of
fluctuations in income, as averaging was applied ouly in'years when to do so benefited
the taxpayer, tax being calculated at ordinary rates in other years,

The revenue forgone as a result of the averaging rebate in 1982-83 was $135 million,
However, only a proportion of that amount can be rightly viewed.as ‘concessional
assistance’,

Considerable assistance is provided to tho Australian film industry, There was a de-
duction of 150 per cent of capital invested in a qualifying Australian film and an exemp-
tion of net receipts from the film of up to 50 per cont of the taxpayer’s capital invest-

ment for films the production of which was contracted for between 1 October 1980 and'

23 August 1983, From 24 August 1983, the deduction and exeraption limits are 133 and'
33 per cent respectively. The estimated revenue forgone was $13m in 1981-82 and
$25min 1982-83,
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Category B
Particular difficulty exists in providing estimates of the cost of tax deferral
measures, Tax concessions of a deferral nature include accelerated depreciation allow-
ances, and rapid write-off provisions for the mining industry and primary producers,
Part of the difficulty with these items is that their costs are spread over a number of
years whereas tax expenditure estimates relate to single years. Particularly in the case

ofa ion such as an acceleration of depreciation deductions the cost may be small
in the first one of two years after the introduction of the ion, yet may grow sub-
stantially in later years,

For an individual taxpayer, tax deferral is equivalent to an'i free loan from
the Government. For the Government it means revcnuc forgone. Even if aggregate in-
vestment subject to the. rel provisi + there could be a sub-

stantial cost over a lengthy transitional period and the revcnue would never make up
that loss unlcss the concession was repealed at a later date, When investment subject to
the provi is , theso give rise to a continuing lower level of
taxauon than would otherwise. be the case, These matters were discussed further in
Appendix 11 to Statement No. 4 in 1982-83.

A wide range of accelerated depreciation arrangements apply to existing plant and
Juig s recont ¢h have included:

o double depreciation was allowed in 1974-75 for new plant purchased by a limited
rangoe of industries;

in 1975-76, double depreciation was extended to a wider range of industries;

from 1976-77, double depreciation was not allowed on any new plant, but it con-
tinued to be applied to deductions'in 1976-77 and later years relating to any eli-
gible plant purchased in 1974-75 and 1975-76;

a 20 per cent loading in depreciation rates was introduced in 1980-81; it was
reduced to 18 per cent for plant ordered after 30 April 1981;

special rates of depreciation are available for plant used to produce basic iron and
steel, fiest ordered under a contract entered into after 18 August 1981;

plant ordered after 19 July 1982, subject to certain exclusions, is eligible for
accelorated depreciation over either 3 or 5 years; new primary production plant
ordered after that date would generally be depreciated over 3 years, New de-
preciation in respect of buildings and new provisions relating to deductions for
mining development expenditure were also introduced;

on 30 March 1983, confirmation was made of the provision announced on 29 July
1982, of 5 year depreciation for Australian ships less than $ years old, subject to
certain conditions; and

the period of depreciation of certain new primary production plant ordered after
19 July 1982 that had been reduced from 5 years t0-3 years reverted to 5 years.
with effect for plant acquired under a contract entered into after 19 May 1983,

In order to arrive at a cost in 1983-84 of accelerated depreciation provnsnons, it would be

necessary to compare the level of d deductions actually claimed with those

which could have been claimed on the basis of the Taxation Commissioner’s standard

fives of plant. That, in turn, would require a break-up of the deductions for 1983-84 into

*

*
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thoke relating to plant helng depreciated at each of the accelerated rates already men.
tioned, as woll as thoss being depreolated at standard rates, That ealeulation would in.
volve more than allowing for differences between the ‘rates’ of deprecialion applied in
1983-84 and the standard rates, Plant which has attracted accelerated depreclation
rates in past yoars has been depreciated down to a smallor remaining balance than if it
had been depreciated at standard rates, To allow for that would require data breaking
up the depreciation clalins by age of asset; such data are not available,

Provision also oxists for fast write-off of capital expenditure on sclentifio res¢arch
rolated to a business,

Depreciation allowances are provided far certain new income-producing buildings
(or oxtensions to existing buildings) commenced after 21 August 1979 that ave used to
provide short-term accommodation for travellers: The allowance Is 2 1/2 per cent per
annum of the ruotion cost of the building, New non-residential income-producing
bulldings, the construction of which commenced aftor 19 July 1982, are alsa eligible for
depreciation at a prime cost tate of 2 1 /2 per cont.

As regards capital development exponditure in the mining industry, allowable capi.
tal oxponditure incurred in respect of the development of'a mine propeity or an oll field
that was inourred under a contraot entered into by 30 April 1981 was deductible ona
diminishing value basis by reference to the estimated Jife of the wine or fleld or § years,
whichever was less, Following the Roview of Commonwerlth Functions, annual deduc-
tions in.respect of allowable capital. expenditures under a contract entered.into on or
after | May and before 12 August 1981 are calonlated by referonce to the lesser of the
estimated life of the mine or fleld or. 6 years, The 198182 Budget changed the deduction.
to the Jesser of the estimated life of mine or field or 10 years for expenditures under con-
tracts entered into on or after 19 August 1981, The arrangemonts were subsequently
changed so that mining and petrolewm companies could deduct eligible capital expendl.
ture inourred under a contract ontered inta after 19 July 1982 by reforence to the tessor
of tha life of the mine or 10 years on a straight dine basis, Expeaditure an certaln faclli-
ties for the transport of minerals is deductible in equal instalments aver either 10 years
or 20 years, at.the taxpayer’s option to bo exercised with the first.claim for the deduc.
tion, Certain incurrod development and transport expenditure, however, is deductible
under taxation provisions aperative same years age which continue to apply to expendl-
ture made in those earlier years,

The income tax rebate pravision for petrotenm exploration and development allows
4 company engaged in potroleum exploration and dovelopment activities to entitle lts
corporate and non-corporate shareholders to a tax rebate of 27 per cent (30 per cent
before'l May 1981) for share capital subscribed that is spent on eligible outgoings if the
coml‘)any elzcts to forgo its own right to income tax deductions for the capital expendi-
ture ineurted,

Category C

Exemptions from income tax as a form of industry assistance include the exomption
of income derived from the production of gold and the exemption of amounts paid to
employers who take on young people under the Commonwealth Rebate for Apprentice
Full-time Training Scheme (CRAFT), The estimated revenue forgone in respect of

pting gold mining was $65m in 1981-82 and $35m in 1982-83,

292

Attachmont
RETIREMENT AND OTHER EMPLOYMENT TERMINATION BENERITS

Retirement and other employment termination benofits are types of romuneration
or-income which may be saved for » perlod and are tropted an a concesslonal basis for
tax purposes, To define the nature of, and estimate the cost of, the concessions available
for vetivement and other employment termination benefits, their tax treptment at cach
step is comparod with the normal treatment of remunoration and savings which is as
follows

~ remuneration in respect of 'omployment is generally deduetible to the employer

and fully taxed to the recipiont;

~ an addition to one's savings (say a bank doposit, purchase of a share or deben-

turo) does not usually attract an exomption or rebate, It would normally have to
be financed out of after-tax income;

~ {nvestment income on normal savings (interest, dividends, etc.) is taxed as it Is

earned; and

- dissaving of (inctuding interest) lated and alrencly taxed at an

earlier stago is not taxed again,
The treatment of retirement and other employment tesmination benefits in Australia
diifors from these ‘norms’ as follows:

(a) Remunerationin the form of contributions to a superannuation fund by the
omployer is, subject to limits, deductible to the employer but unlike other
forms of remuneration Is not taxed to the employee.

Direct payments.to employees at or after retiroment or termination of employ-
ment, are genorally deductible to the employer but may not be fully taxed to
tho reciplent, Such payments include gratui ‘golden handshakes' and
promised bonefits which have not been financed by use of a fund, The taxation
treatment of these payments in the hands of the recipient varies considerably.
Lump sum retitement payments. pald directly are taxed in tho same way as
lump sums from-funds (see below); 5 per cent of any sum in lieu of long service
leave accrued bofore 16 August 1978 is subject to tax; other fump sums in Heu
of long service leave and unused recreation leave are taxed af the standard rate;
and unfunded pensions are taxed as ordinary income.

(b) Additions to the savings (superannuation contributions) attract certain con-
cessions, When made by a self-employed person or by an employee not par-
ticipating In an employer sponsored fund, contributions up to $1200 per
annum attract a deduction, Further contributions made: by a self-employed
porson or an unsupported employee in excess of the limit on deductible contri-
butions, or contributions made by an employee participating in-an employ
spansored fund, may, up toa limit of $1200 per annum, count towards a rebate
at the standard rate of tax on the excoss over $2000 of the individual's total
robatable expenditures,

The investment. income earned on contributions by all but one class of ap-
proved sug ion fund is pt from tax in the funds’ hands; and the in-
vestment income earned by the remaining class of approved superannuation
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funds (aection. 73 funds) is taxable but receives significant concessional treat.
ment by means of a deduction from asseesable income oquai to § per cent of the
cost of certain assets,

Dissaving in the form of lump suma.and pensions paid out of money saved in
superannuation {unds la.taxed whereas withdrawal of ordinary savings s not
generally taxed, Lump sums have been taxed generally.as to 5-per cent of the
amount but new rules apply to lump-sum superannuation and kitidred pay-
nionts received after 30 June 1983, Such lump sums will normatly bo divided
into two parts—a proportion relating to periods of seryice prior-to 30.June
1983 and the other relating. to-periods of service after that-date. The former
amount is ta continue to be taxed, ot remain exempt, under the old rules, The
latter amount will be tax: free.to. the extent that it yeprosents the return of
poat=30 June 1983 superannuation contributions by individuals which
attracted no deduction when made, and the residue will bo-taxed at special
;:tu.‘ More detkil of the new rules is provided in Appendix 11 to Statement.
0, 4.

@)

L=

The following table shows estimates for 1983-84 of the components of the concessions:

and tax treatment of retivement and other employment termination benefits, It should
be noted that the: figures are based on available historical data and some assumptions
about the composition and past grawth of funds;

Without attempting to project the: figures for future years, it:Is evident from the
atrong recent growth in contributions to superannuation funds (reflecting both salary
increases and the increased proportion of the workforce covered by the funds) that.
there will be a similar growth in payments of benefits. in future years, Accordingly,
while the ‘full year" estimate in: the measures table of Staterent No. 4 of the gain fram
the new tax treatment of lump sums is $300m at-the 1983-84 lovel of lump sum pay-
ments, in future yoars payments will increase and, so also will the consequential rev-
onue yield~within a decade the yield will be much greater than $300m,

The figures of net revenue forgone indicate, under tho assumptions made, how
much greator budget revenue would have been if the tax rules relating to drdinary in-
come and savings, which are taken as the ‘norm’, were applied instead of the rutes rolat-
ing to the various elements of superannuation taxation artangements:.
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Estimated Revenue Forgone through Retirement amd other Employment Termination
Tax Concesslons 198384 .

m
Eﬂ-fr?f\m\'mn\ofimpl‘oycrcomrlbu}km: : IR v e Mgg
Rebate on other contribi 30(a)
Indert flandeRenings . o« o o 0« G e e o 1200
Ind of wed'deneflle v v ¢ v 0 v e e A0
T S 2788(5)
T“'” funded por 288
WX on MO & 4 v 0 s e s v e e s e e
'l'nwnfundodr:mplum&nlmdluwlodwfmvmwmIJulyl%l e 40
Tax on funched lump auma relitec 1o periods ol servicoafler AJune 1983« « . . o (. 10
TAROME 4 v o v e e e e ]
NET REVENUB FORGONE v , v v« v u v 0 v 0 o e 2480

1

(8) Calculated on # pro vata basl t a8 though such were the last slico of concesslonal expendis

ture 3
(b) Cout estimated relative toincome items being fully taxable in the hands of the lund members,
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APPENDIX, 1L TO STATEMENT No. 4

TAXATION OF LUMP SUM SUPERANNUATION AND KINDRED
PAYMENTS

Thiz Appendix sets out the main features of new arrangementa foe the taxation of
lump sum superannuation and kindred payments announced on {9 May, and the
subyject of further statements on 30 May and 7 August 1983,

Lump sums recelved prior 1o 1 July 1983 were taxed on one of the following bases:

(1) moat lump swn superannuation and other payments ussociated with

teemination of employment had § per cent of the amount treated us assessable
under section 26 (1) of the Income Tax Assessment Act

(1) certain other lwmp sums of a capltal natuce not assoclated with termination of

employment were taxed on § per cent thereofor were tax free;

() paymentsafter 13 August 1978 in respeot of unused anmual leave were taxable

at the standard rate; and

(iv) payments after 18 August 1978 in respeot of unused long service leave

attributable toservice alter that date were taxabloat the standand rate,

Principal features of the now arrangements for lwp sums received after 30 June
1983 are as fotlows,
Scape

The new basis of taxation. will apply to lump swms in eategortes. 1) and (i) above
(butnot (ilf) or (iv) which remain taxable asabove), with the exception oft

o death benetity

¢ ‘hona fide’ redundancy payments;.

¢ payments under ‘approved early retirement schemes' for retirement which is
premature to the normal retirement age for the ocoupation concerned;
. womm\ of disability retirement lump sums, as a tesult of the formuta deserited
W,

Hona fide redundancy and approved early retirement payments were defined tn the
19 May and 7 August announcenients, respectively, Such payments will be caloulated:
as the excess of the actual tunp suw received in those situations over the amount whieh:
the reciplent could reasonably be expeoted to have received had he or she resigned from
employment on the date of retrenchment ot early retirement, The amount that wonld
have been payable on resignation i3 subject to the new rules, That formmia will also
mean that the new atrangements. will not apply to any excess of a payment in Keu of
acoumulated sick feave in redundaney or eatly reticement situations over that payable
on wesignation,

‘Transitional ddrrangenents

Lump sus or parts thereof that relate to service before 30 June 1983 will tematw
taxable under the old rutes (principally the 5 per cont basis), and only amounts telating.
toservice alter 30 June 1983 will be subject to the new rules,

The Commvissioner of Taxation will have a power to vary that rule {n cases where it
wonld otherwise operate inequitably, ‘The prineiple to be followed will be to protect
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(that is, leaye.subject to the-old tax rules) such part of the amount that 4 person re-
oeives as Is equal to the payment that person would have recelved-had he or she retired
and been paid & lurp sum at the change-over date,

The basio apportionment rule in relation to employoes. covered by employers
supported superannuaiion schemes i8 to be based on the period, or the nggregate of the
periods, of employment to which the lump sum celates, This includes any period of
qualifylng employment prior to membership of a superannuation fud, any period of
membership of a non-employer supported fund where there bos been a transfer of aes
orulng benefits between superannuation funds of different kinds and, in retation to post
30 June 1983 perlods, any period during which moneys were held in an ‘approved de-
posit fund®,

Tn genural, where elther in the past or the. future, an employes hus fully preserved
his entitlements to lump sums when changing jobs or when moving from.one fund to.
another, periods of employment {or, where approprinte, membership of a fund) and
lump sums will both be aggregated when applylng the basie apportionment tule de.
sotibed above, Where none of the lump sum has been preserved, there witl be no aggre-
gation.of either the amount of that lump sum or the peried o which It relates, Where
there is pariial preservation, and transfer of less than the entire benefit from fund to
fund, there will be aggregation, with an adjusiment related to the unpreserved amount,

n the case of A person who takes a lump sum from & section 23 () or section 79
fund, the “period of service 10 which the lump sum relates” will generally be the period
of memberahip of the fand,

Rates of Tax

I determining the tax rates to be applied to amounts subject to the new rules, the
Tump sum I8 to be broken into three parist

o the part relating to service before 30 June 1983, which will be taxed wnder the old
rules appropriate to the type of lump sum, Lo, on§ per cont of the amount or tax
m‘

o an u‘mo\m\ equal to employee contributions after J0 June 1983 whish have not
attracted a tax deduction, This part of the lump stm will be exempt; and:

o the remainder of the ‘after® 30 June 1983 component, which is fully twxable under
the new rates.

Tn-the case of disability benefits a greater proportion of the lump sum will be taxed
undee the old § per cent rules, leaving-a smatler amount to be fully tuxable under the
new rulea: That part of & lump sum disability payment which relates to the individual's
notional perlod of service between his invalidity retirement and bis normal retirement
age-will'be taxed under the otd rutes. For example, without the concosslonal arrange-
ments for disability payments, it an individual has been in his employer's superannu-
atlon fund for $ years as at 30 June 1983 and was invalided out. 5 years after that date,
then 5710 or 1/2 of the sum would be taxed under the ol provisions (subject to tax on
5 per cent of the amount) and 1/2 taxed under the new provisions. However, under the
disabitity concession, if the individual concerned woutd normally-have setired 20 years
after hie was invatided out, then (5-+20) ~+ (10-+20) or 25730 of the lump sum will be
taxable as to S per cent and only 5/30 subject to the new provisions. This formula will
permanently have the effect of leaving part of disability lump sums taxable under the
old rules even where the individual has no relovant service before | July 1983,
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The rates of tax to be applied to (ully saxable post=30 June 1983 amounts are:
o lump sumns recelived prior to age 55 are to be taxed at a flat rate of 30 per cent; and

o the tirst $50 000 of lump sur recelved at age 55 or later is to be taxed at 15 pec
cent, and any excess ubove $50 000 at a rate of 30 per cont, The $50 000 level will
be subject to review on an annual basis taking into account. all relevant
considerations,

Rollovers

A lump suny superannuation payntent will be exempt feom tax if it Is colled over
within 90 days into another superannuation fund or into an anmulty or o
superannuation pension.

‘Tomeet the situntion where there Is no appropriate new smployer's superaunuution
fund into which a lump sum can be rolled over, approval will be given for the
establishment of ‘approved dopoait funds® to receive such puymonts for the purpose of
freeing the lump sum from tax under the new arrangoments uatil the benofits are
ultimately received (usually on retirement), The organisations which witl be permitted
to offer ‘approved deposit fund’ facilities and the rules which are to apply to them witl
be announced as soon as the final details have been sottled, Any part of a.lump sum muy
be rolled over into an approved fund, while the rematndor is retained by the taxpayer,
The amount rolled over will be {ree Teom tax (uutitit is withdruwn when it willbe taxed
in accordance with the rules applicable to it), The other purt will uttract whatever tax
treatment applies to that portion, depending on whether it relates to service before 30
June 1983, to employee contributions alter that date or to other wwonats.

Wiiere a lumip sum i rolled over into a pension or annuity, the pension or annuity
will. be subjeot to tax when it is received as income,. The taxation treatiment of this
Tncome will depend on the tax status of the lump sum, or part thereof, rolled over, in
the following respects:

o whete the otharwise Qully taxable purt of & lump suw becomes exempt from tax
upon roll-over into an annuity or pension, the annulty. or pension wilt be. fully
taxable; and

o purchase price of an annuity not represented by rollover of otherwise fully
taxuble lump sums will be teeated ns undeducted purchase price and this will free
the related part of the annuity or pension from tax,

The types of anuuity which these lump sums can be converted into and the institutions
which can issue them have yet to be finally determined, However, the Government
envisages that there will be considerable flexibility in the types of annuity oftered, For
example, an individual will not be restricted to rolting over into annuities which have no
residual vatue on death but will also be able to purchase annuities which. revert to a
spouse and/or dependants at that time. Also it is proposed that ‘annuities certain® muy
be purchased under these arrang As d on: 19 May, it is also proposed
to make certain amendments to the Income Tax Assessment Act and the Life Insurance:
Act to improve the attractiveness of annuities.
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APPENDIX I TO STATEMENT No. 4
CORRECTION OF SALES TAX ANOMALIES AND INCONSISTENCIES

The table below: sets out in summary form the varlous sales tax anomaties and
inconsistencies, the correction of which, effective after 23 August 1983, was announced
in the 1983.84 Budget,
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APPENDIX IV 1O STATEMENT No. 4

INDEXATION OF EXCISE RATES AND EXCISE-EQUIVALENT
COMPONENTS OF LIKE CUSTOMS DUTIES.

The ‘traditional’ exclses an boer, potable spirits, tobucea products und certaln pets
roleum pridducts ure set n specific terma—that is, in dollurs. per unit of product, Im.
ports of equivalent products bear customs duty, 4 large proportion of which is an

exclie-equivalent component, which is also set In specitic. terms. (The. remuining:

stller proportion of these oustoms duties is u protective component, which is fre-
quently bound’ under the General Agreententon ‘Tatits and Trade.) In the following
outline, references to exlses should be reud to inclide the excise-squivalent component
of customs duties on compurable imports.

B discretionary | in the nominal rutes of excise have not boen
sufficiently frequent or lurge to offset the eftects of inflation, the real rates huave tended
to decline over thue, as shown in the following table,

Real and Nominul Rates of Excise Duty

Totab)
Becr 5 \ r'm‘ Clparettes Mo(orSPhh
[LHITOY ($/ital) (@) (S/A8 tobacen) (oenta/litre)'

nominal  real(d)  nominal  real(d) nowlowd  real(d) nomined  peal(d)

AT L NN 0.253 0.2853 640 680 WO 1400 4908 4908
R NN 0.233 208, 935 268 1610 B2 %08 4027
P8 8394 Q20 1021 1y 19,36 1363 4908 334
087 L 0394 0349 1021 646 19.36 1228 4908 3N
a8 L 0304 20 101 o 1938 N3 88 08
[ E20 0k BN 033 2,288 1 1028 24,78 1387 3488 2826
1971980 . 0. 0260 18.78 438 W13 128 $.188 F30)
198081 .0 0830 0236 1878 831 PN a3 5188 Y
19818 L 0L, 0,520 o 1878 261 HI e 5188 2002
198283 . 0.600 o 1878 683 W 1082 6188t 224\
198)-840e) .+ 0 I3

0630 01 19.5¢ 6,89 J0.98 1045 9027

(@) Rate for whishyused wsah illastration,

(3). Deftated by the non-fatm gn\\lutl deflator, 197314100,

(&) The rate fncreased to ZESS epl from | July 1983 representing the second part of s two cent wr Titre surcharie,,
Vhe prodeeds of which, tret of rebates, nre allocuted to & trust fund to tinance the Austealian Bicentenntal Road.
Developament Progrant.

{¢) Ratesapplying from 23 August 1983,

With effect from Budget night, the ‘traditional’ excise rates (as increased in several
cases by discretionury increases in the Budget) will be indexed by movements in the
Consuter Price Index (CPI) to minimise farther erosion of real rates. The indexution,
arrangesments will. not upply to the protective component of customs duties. Nor will.
they apply to the excises on crude oil and' LPG, whose rates are adjusted separately
under long-standing energy policy arrangements.

The initial Budget-night indexation increase in. excise tates will be 4.3 per cent,
being the compounded increase of the CPI for the vight capital cities in the March and
June quarters of 1983, The 4.3 per cent increase will be applied, in general, to the new
rates struck fn the Budget as set out in column two of the following table, as well us to
those rates which were not subject to discretionary inerease in the Budget.

200,

The only varintion to this general upprouch relates to manufactured tobaceo, whose
new rate of $20.10 per kilogram of tobaceo will not bs subject to un indexation increase
until 1 February 1984,

The following tabls sets out this derivation of the cxcise rutes applying from Budgot
night,

Raleshrlxing

from
discrethonary Ralesulter4,3%
Rotesprior measvres In Indeantonon
10 Budget. the Budget Budget Night
5 : 0363
Beer{/litre) . « v v v v v v o 0,60 nae X
nmm‘lﬁ( litremteola) + 0 v v w0y v 1600 s ll“%
OtherSpitita {/Mirealoohol) v « v v v o s 1878 N 9.5
Spirits nelund Liquen nel (/litrenloohol} + v o 19.25 it 2008
Forlifylng Spirit (29 {/litrewieokial)  + 5 .+ o o - 250 ;zm
Clgarettes {kglobtic0)  » o v o+ v 1 v 0o 29,70 na. 0,98
Manufactuted Tobaceo {/kptobaces) « v 4 v 15,40 W0 20,10 (o)
Claar (/kgObHI0) v v s v B34 370 0.98 '
MaotorSpledt¢ltee}. + v v v o v e e 007455 008685 0,
AVBGAI)) o o o e 006558 007088 007358
AVE(/itre) o+ v v v e e e 006190 0.06690- 006978
Diesel—Orong {/lre)  + v v v 0 00 v 0 s 007158 008685 0.0902
wRebute (/lre) v . 0 0y s 00188 s GOTIS3(h)
PO (Mwe) v v« v v v vy - 008655 0090%;
Heuttog Ol Qrom {flitre) -« v v v o v o s - 008685 0.090.
wREBELIIE) v v v a - 047158 0.07135(9)
Rerowened (Jlitre) v v v v v 0 v v - 0.08638 0.00027

N, notapplicable
() Thisproduct i unaffected by the fultial Budget night fudexation step,
{8) The tebte Jeto be frozenat 2,183 centa por litre.

The next indexution adjustiment will be on | Februury 1984 in respect of lhe‘CPl in-
creases in the September and December quartors of 1983 All the Budget oxciso rutes
sct out in the final column.of the preceding table will be uplifted then; ulthough the re-
bates of excise on diesel fuel and heating oil for eligible off-roud use will contitiue at the
7.155 cents per litre rate.

Six monthly indexation of excise rates will proceed thereafter on 1 August and' I
February each year.
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APPENDIX V 'TO STATEMENT No.4

CRUDE OIL AND LIQUEFIBD PETROLEUM GAS: PRICING AND LEVY
ARRANGEMENTS.

‘This Appendix summartses developments since the Jast Budgel in pricing and exele
tevy arrangensents for focally produced srude oil and LPG.

CRUDE OlL.

On 22 Decetnber 1982, the then Minister for National Development and Energyan-
nounced new determinations of the import pacity prices for domestivally produced
erude ofl and the ussoclated crude ot fevy rates to upply from 1 January 1982, ‘The de-
terminutions of the fyport parity prices for domvestic fields were in aceordance with the
poliey, aniounced by the then Minister for National Development on 4 July 1978, to
base the import parlty price for each domestic fleldon the ofticial price of the ‘marker’
erude ofl (Arablun Light) adjusted to reflect quality diiferentinls, ireight to the refitery
port nearest thut fleld, Insurance and evaporation loss, and converted to Australian dol
lats, with futther adjustinenis to allow for wharfage und eredit terms and, in the case of
Basa Strait orude, for coastal frelght costs, Australian refiners pay the resultant import
parity price for indigenous crude oit at the appropriate refinery port, Producers receive
those prices less the excise levy payable to the Commonwenlth,

“The Mintstet for Resotrees and Energy announced on 16 March 1983 new deterni.
nations of import parity prices and assoclated erude oll levy: rates to apply from 1 April
1983 which took into t the Matoh. devaluation of the Australian dollar and the
x{cducllm\ of $USS per barrel in.the price of Arablan Light announced on 14 March

983,

©On 30 June 1983, the Minister for Resources and Bnergy announced changes tn the
QGoverninent's plicy fn relation to the prictug of indigenous erude ofl and the assooluted
levy arrangenents, At the same tine, new determinations of the import parity prices
and crude ofl levy rates to apply from 1 July 1983 were announced. As to the import
patity prices, the only change from the prives set on 1 April 1983 was the removal of the
compensation for eredit allowance, This allowance was previously caloulated on the
basfs that the refiners patd domestic producers on average 35 duys after delivery und'
that producers patd the levy an avetage of 24.5 days before they were puid by refiners,

Under the new pricing arrangements, the Government-determined import parity
price is caloulated on the basis of the net 135 days eredit applicable 1o Arablan Light
crude landed in Australia, The Government will continue, however, to determine the
wmount payable by refiners to producers for an additional 20 duys credit so that the
refiners have the option of paying & price based on 135 days credit, or of paying pro.
ducers a sum additional to the fmport parity price to maintain the previous 35 days
eredit arrangement, Stace 1 July 1983 prod receive on average 135 days eredit from
the Commonwealth for the payment of' the levy,
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Official prices of Arablan Light crude and the Australinn import. parity prices for
Buss Steait crude over the pust three years are shown below,

Arabhin Ligt HassStralt
$US per bareel {$A per baerel,
a»‘h. l‘l’f\x ‘l‘nrnum) I‘.u’.b. Westerupott) ()
1July 1930 WD) 3180
| Januity 1981 200 sn._:ls
{luly 1980 nw W e}
1datuary 1983 Moo nn
1 July 1982 100 3846 {e)
1 Janhaty 1983 N 00 JH& {v)
TARILIONY & o s v 0 v 29400 () Jq.s
183 s 29.00 ¥%.330)

(4) Pelges {and levy rates) are et in dotlats per Kilafitre but, for plirposes of citparivon, are Cotverted to dollars
pet burrel equivatents, N 10 $US1200 per
(8) Inereaved 1o SUSI00 per barrel on 17 September 1980 with effect from 1 August 1950, sud 1o .00 pe
barrel on 16 December 1988 with effect from | November 1950, -
(e) Increabed 1o SUSI400 per barrel on 29 Octaber 1981 with effeet from 1 October 1981 N
() Reduced to SUSIO00 pet barrel on'14 March 1983, (The price wns teduced in Lwo stigest 10 SUSIO pee iatre
with effect from | Febguary 1983 and to SUSD) lm\mmlwlu‘ eflect ot Mareh 1983,)
(@) These increases I the import parity price weredue Targely tochangesin lhel SUS/SA emhm_\‘gn tute
‘This decrense (s altributable entlrely to the removal of the ton for eredit P
Tiveluded i the Impoct patily price determination.
The Commonwealth Governuient’s exaise ‘take' in 1982-83 ws cquiyulcn‘k to x‘ulx‘n‘u
69 per cent of the average price of $36.66 per burrel of domestically produc
orude oil, {In addition to the levy proceeds, the Commonwealth teccives a share of the
royulties paid by the producers in respect of their offshore petroleum production, In
1982:83, that share amounted to $68.2m und is recorded in the “Interest, Ront und
Dividends” category of the receipts table shown in Statonient No. 4.)

"The crude oll exclse applies to production of ‘old® oil,.oll produced from fields dis-
covered prior o 18 September 1975, and the producers’ retue from this oll is the fm-
port parlty price less the uppropriate levy, Producers of ‘new’ oll from fields discovered.
on or after 18 August 1976 are not subject to.any lovy und roceive the import parity
price on the whole of their production.

The changes effcctive from 1 July 1983 in the arrungements for lovying exclse on
‘old* erude ofl simplified those arrangements and corrected u number of sorious
anomaties. Under the previous arrangements, different sized flelds attracted different
combinations of three levies: a fixed levy, a lovy which chunged nccording to nove-
ments in either the import parity price or the Consumer Price Index and a lovy de%er-
mined by the difference between the import purity price and u fixed controlied price.
Over certain production ranges, these arrangements resulted, when production
{ncteased, In reduced overall returns to the producer or errutic marginal excise rates
and, in some situations, returns to the producers could increase oven though the import
patity price remained unchanged or fell,
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‘The niew. levy. sale 18 struotured so-that, s annual production from each Seld ine

creases, the ncrements ittract progressivaly higher rutes of exclse ug shown below, The
excise paytients for il fislds ure determined by.applying the relevant marginal exclse
rates t6 the ruling Governnientuletermined import purity price for Bas Strait crude off,
(Unider the previous atrangements the exelse rates for ench field were based ont the rel-
evant import parity price for each field.)

Droduetion Rurges Masylad
000 kiloliives pa bixcle Rute

%
L 0
000 s s e $
WM v v v v ey s 18
B0-30 v v v v 20
W00 5 v ey s s g
B N 0
B O TN 0
Overd v v o vy e s [}

*The erude oll levy mnd producets’ returns from ‘old’ ell for each Reld applylng from
1 July 1983 ure shown below: i y !

dot Producet Returs (d)-

Annaal Hast

Production St Hxele  Baw Batrow  Qooper

Range (4} Price{b) Rute{c)  Stwit W Badn  Dongara Mooule

% s §bb S sl sm Sjbbl

[ Y [ / [} 34.53 na S{H'J a‘.m‘ 3‘&3
NS v o H 18 0 M40 MeY

6041288 ... 15 S48 A0S AN 30

[EE L 20 3 2922 29 A9

LT N NN W M6 L2 N6 2

BUIHE L 0 BT 0% 118

eI L [N W31 00

Overd??6 v vy, v 87 T 4,18 Sold

()] gu“m&e‘d 10 pet batrel squivalents of the per kilofee- basts. which 18 wed' to delinll the, production
) xpresied ut & peccentige f the s Stralttmpotk parly price of $36.83,
¢} Ixelsesiree ‘wew' ol fon {trelides O} fhom the Purtestine and Jackson it Tiport pard

S35 nI S0 ek batrel eapectivelys ueaud dacaon fellsst ot peiy pisest
) The $/barrel import ‘\nﬂly Ptice, excive rates and produter returns are terived from & convendon of the

$/kdlolitre uport panily prive, excise fates anu produiver retunyi, Becotive of: rounding ditterences, the
S/barre] produver returiy i exclse tates iy not it pretiaely tothe IMpOR patity prive,

LIQUEFIED PETROLEUM GAS (LBG)
On 22 December 1982, the then Minister for National Developiment and Energy ane

nounced the new determinations of the exclse rate and the maximum wholesate price.

for naturally oceurring LPG to upply from 1 January 1983, These determinations were,
miade in accordance with the poloy announced on 8 Aprit 1980,

“The Minister for Resources and Energy announced on 30 June 1983 a new determi-
nation of the excise rate and the maximum wholesale price.to apply to domestically
produced LPG from 1 July 1983, consistent with the procedures estublished in April
1980, Under these arrangements, the domestic price at the supply terminal of naturally

ocourring and ex-refinery LPG is set at the lower of the export puarity price foc LPG ora

crude-oil-indexed price. “The latter Is-the price of LPG set in April 1980 ($203 per
tonne) indexed for movements since then In the import parity. price of Buss Strait
crude,,

04

Over the previous two years (since 1.July 1981) domesilo LPG prices hud beon de-
termined-oh theexport parity bisis, As u result of substuntial inoreases in internationut
prices and:the devaluation of the Austealian dollar over the provious six monthy, the
export parity price had risen o around $325 per tonne, Accordingly, the 1 July 1983 de-
termination of $304.44.per tonne for LPG wus made on the busis of the lower crude-
oft-indexed price.

Producets of naturally oceureing LPG from flelds in production prior to 17 August
1977 pay exclee &t & rate equivalent to 60 per cent of the excess of the welghted average
of domestic and. export prices over $147 per tonne. Naturally vccurring LPG: fields.
brought Info production on or ufter 17 August 1977 are fre of exelse.

On 29 June 1982 the then Minister for National Doevolopnient and Enorgy an-
nounced that the $50 per tonne LPG subsidy payuble to houscholds and non-profit resi
dential institutions ind schools, and to commarciul and industrinl users in arcas where
natural gas ia not readily available, would be extended for twelve noriths to 27 Murch:
1984; The Minister for Resources and Energy unnounced ow 30 June 1983 that the
Governtnent will be roviewing the future of the subsidy before the snd of 1983,

The domestic prices, exclse rates and returns to producers from dotnestic sules of
naturally occurring LPG during 1983 are shown below:

Returiis Lo
Price () Excise () Producers {¢)

s
Promldaaod8® o rir s N WS M

() "The prices chrged 10 bouseholds, nowprofit vestdentlat lnstitutions, sehouls and Industelnl nd eonimerieal
conpumens in ureus where nutural gas is not readily avallable wre redusced by the S50 per tonne subilly puid

by the Commonwealth,
- A \! doll ton of tevy tatex which nve kot In dolluts per kilolitse,
{¢ Pro‘dum'. returns for 1L1G-produced from Aelds brought into production ou or after 17 August 1977 tee
exise free.
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STATEMENT No. 5—~BUDGET OUTCOME, 1982-83

This Statement.compares the 1982-83 Budget outcome with the 1981-82 Budget
outcome and the 1982-83 Budget estimates, and discusses the major variations from the
budget estimates, It also presents details on the financing of the 1982-83 Budget deficit.

The Budget outcome is summarised in the following table:

1982.83
1981-82 Budget Difference
Actual{a) Estimate{a)  Actual(b) from Estimate
sm $m sm $m %
Qutlays . . . Ve e 41338 47067 48982 +1915 +4.1
Receipts PRI 40790 45393 44 509 ~ 884 -9
Deficit v v o b 0000y 548' 1,674 4473 -279
Notes («) The budget :sllm-lles and rcsulls for I98l 82 differ from those shown in the 1982-83 Budget Specch
because of minor ¢l in lhe 1983 84 Budgel
(b) The revised outcome, d with the C h G s of Financial Trans.
actions for 1982-83 isﬁucdcnlaluly l933 reflects minor classilication changes i d in the (983.84
Budget and adjustments submitted by d following detailed checking of i ds

The main features of the 1982-83 Budget outcome were as follows:

an overrun of $2799m (to $4473m) on the deficit estimated at budget time, partly
attributable to lower thian expected economic activity, and partly to discretionary
decisions;

. total outlays of $48 982m, 18.5% higher than 1981-82 and 4,1% greater than the
budget estimates;

main contributions to the outlays overrun of $1915m over budget estimates were
increased payments for ployment benefits, natural.di relief pay

for drought, capital injections to TAA, Qantas and the Australian Shipping Com-
mission, increased equity payment to AUSSAT, drought assistance to farmers
through interest and fodder subsidies and higher public debt interest payments;
total receipts were below the budget estimate by $884m or 1.9%;

most major receipts categories fell below budget estimates, primarily because of a
weaker labour market and a lower level of economic activity generally than was
assumed at budget time, For example, gross. Pay-As-You-Earn- (PAYE) collec-
tions were down $261m, sales tax $139m, customs duty on imports $131m and'
traditional excises, $114m;

there appears to have been a major, albeit unquantifiable, shortfall from the
$615m expected to be collected as a result of increased penalty rates.for late pay-
ment of taxes due in carlier years, This was an aspect of the.collection shortfalls
from personal income tax on assessment ($247m) and company tax ($232m);

ation (Unpaid Company Tax) Assessment Act and of $50m from the Bank
Account Debit Tax, reflecting delays in implementing the 1982-83. Budget
measures and. also a subsequently revised (and narrower) scope to the unpaid
company tax legistation; and
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there were also shortfalls of $175m from estimated collections under the Tax--



o only the crude oil and LPG levies and net receipts from government enterprises
yielded significantly more than' the budget estihates (by $199m and $225m
respectively).

A major part of the deficit overrun was attributable to the ic resp of re-
ceipts and outlays to the sharp decline in the economy. It is estimated, however, that
somewhat more than $200m of the receipts shortfall and a significant proportion of the
outlays overrun did not reflect automatic influences, but rather such factors as now pol-
icy decisions (including those in respect' of drought and flood relief and financial as-
sistance to Commonwealth transport authorities) and delays or subsequent changu in
the implementation of Budget measures. In this sense, a substantial proportion of the
deficit overrun could be regarded as reflecting the post-budget decisions of government.

OUTLAYS

The following table compares actual outlays in 1982-83 with the 1981-82 outcome
and 1982-83 Budget estimate for each function and is followed by comments on signifi-
cant differences from the budget estimates.

Changein 1982-83 Actuals

Budget Over 1982.83
Actugl  Estimate  Actual Over Budget
1981-82  1982-83  1982-83  1981.82 Estimate
Sm ‘$m $m. % %
Defence . . . . . . v . . . 4134 4622 4782+ 157 + 3.5
Edication . . . .. . . [ 3341 3792 3802+ 138 + 03
Health . .« . v v 0o v v 0y 2912 33719 3425 + 176 + 14
Social Securityand Welfare . . . . . . 11508 13277 "2+ 227 + 63
Housing . . . . . ..., ... 458 5N 740+ 615 +29.7
Urban and.Regional Development nee and
the Environment e e 77 i3 126+ 626 +114
Culturcand Recreation . . . . . . . 482 s01 523 + 85 + 44
Economic Services—
Transport and Communication . . . . 1180 1475 1760 + 49.2 +19.3
Water Supply, ElectricityandGas . . . 67 97 103+ 542 + 64
Industry Assistance and Development B 942 1044 11w+ 177 + 62
Labour and Employment . , . . 460 510 685+ 489 +34.2
Other EconomicServices . . . . . . 109 95 9% = 1L8 + 1.6
Total EconomicServices . . . . 2757 3221 3753+ 361 +16.5
General Public Services—
LegislativeServices . . . . . . . . 132 161 199+ 503 +238
Law, Orderand PublicSafety . . , . 258 293 322 + 250 + 99
Foreign Affaicsand Overseas Ald . . . 860 947 958 -+ 114 + 1.2
Generatand Scientific Researchnee . 394 426 439+ 115 + 30
Administrative Services . . . . . . 1241 1359 1431 + 153 + 53
Total General Public Services . . 2835 3i8s 3349+ 161 + 51
Not Allocated to Funclion- :
Paymenis to or for the States, the Northern
Territory and Local Government
Authoritiesnee . . . . . . L 9908 10953 1091 + 109 +03
PublicDebt Interestt . . . . . . . 23888 3243 3318 + 172 + 42
Allowances for Wage and Salnry Increases
(Non-Defence) . . - 210 - - -100.0
TOTAL OUTLAYS . . . . . 41338 47067 48982 + 185 + 4l
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Defence—up $160m

The overrun on the budget estimates for total outlays in this function was due pri-
marily to higher than expected expenditure on defence equipment and stores, general
administrative expenses, and defence industrial capacity, offset by lower than estimated
manpower. costs, Outlays on defence equipment and stores were $144m more than pro-
vided for in-the budget as a result of higher than.expected payments and the effect of
exchange rate variations on. the. procurement of equipment and stores from overscas.
Total manpower costs were $54m below the budget estimate after taking account of the

of $110m included'in the budget estimate for prospective defence wage and

salary increases, The reduction reflects the effects of the Salary and Wages Pause Act
1982 which were not anticipated in the estimate of this allowance and a decrease of
$15m in Defence Force Retirement and Death Benefit payments because of a reduction
in the number of personnel discharged from the Forces. Outlays associated with de-
fence industrial capacity exceeded the budget estimate by $21m. The major variations
were wage and salary costs, higher administrative costs and an increase of $10m for the
subsidy on the production of Nomad aircraft (due to lower than estimated productivity
and increased. cancellation costs), offset by lower than expected expenditure on ma-
chinery and plant. General administrative expenses were up $27m reflecting cost m-
creases during the year.

Education—up $10m

Although there was only a minor overrun on the budget estimate for this function,
there. were significant variations in a number of items within the function. Under-
expenditure of $26m on recurrent grants to State government and non-government
schools resulted from savings made under the wages pause program, Expenditure under
the Commonwealth tertiary education program increased by $7m over the budget esti-
mate; a Government decision in October 1982 to provide supplementary grants for aca-
demic and general salary increases resulted in an estimated addition of $29m to outlays
which was largely offset by estimated wages pause savings of $19m and by cash-flow:
variations. Assistance for secondary and tertiary students was $19m higher than the
budget estimate because of the higher than cxpected average benefits and the greater'
than estimated ber of students cl

Health—up $47Tm

There were numerous expenditure. variations from the budget estimate within this
function. Total hospital payments were $30m above the budget estimate as a resuit of
increased operating costs of hospitals in South Australia and Tasmania. This overrun
was partially offset by lower than.expected payments for private hospital bed day sub-
sidies, reflecting lower than expected demand for private hospital services and lower.
than expected final payments.to some States in respect of which the cost sharing ar-
rangements ended on 30 June 1981..Outlays on veterans® hospitals exceeded.the budget
estimate by, $24m, reflecting higher operational costs, while nursing homes assistance
was up-$16m due to greater than expected deficits for approved.nursing homes, Expen-
diture on medical treatment and allowances for and their dependants was $9m
over the budget estimate due to fee, cost and utilization increases. These overruns were.
largely offset by lower than expected expenditure on pharmaceutical benefits (down
$26m) due to lower than expected demand and nursing home benefits (down $22m)
mainly due to lower than expected increases in nursing home fees.
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Social Security and Welfare—up $836m

The major variation within this function is attributable to payments on-unemploy-
ment benefits which were $682m above the budget estimate.. This overrun resulted
principally from the substantially higher than estimated increase in the number of
beneficiaries and also from increases in the estimated average rate of unemployment
benefit resulting from a change in the composition of ployment benefit
and the post-clection increase in the benefit rate for single adults, Significant variations
in other areas can be d for by diffe between actual and estimated
numbers of recipients of various social security pensions and benefits and between fore-
cast and actual movements in the consumer price index. The items affected by these
differences include invalid pensions (up $28m), disability pensions and allowances for

and their dependants (up $82m) and service pensions (up $52m). Changes in
the method of disbursement of certain repatriation pension payments also contributed
to the overrun on the budget estimates for the last two of these categories: Other in-
creases in this function include family allowances (up $14m) and administrative expen-
diture for the Department of Social Security (up $36m). The overrun in family allow-
ances reflects an increase in the estimated number of recipients and the extension of
family allowances for unemployed schoo] leavcrs during the six week penod before
they b ligible for ployment b Thei in administrative expen-
diture mainly reflects wage and salary increases and s:gmﬂcam staff increases required
to cater for the pectedly high ber of yment benefit claims. Partly
offsetting these increases in expenditure were reductionsin age pensions.(down $32m)
due to a slower than estimated growth in the. ber of recipients, and assi for
aged persons’ homes and hostels (down $25m). The latter reduction resulted from an
unforcscen lag between the approval and implementation stages due to a slower than

P ofapproved P , byor isations.

Housing—uyp $169m

The major factor underlying this increase was the reclassification after the budget
was brought. down of advances of $146m for public housing nominated by the States

from.the States* Loan Council Programs to the Housing function, At budget time, the.

level of these advances was not known, and accordingly the whole of the Loan Council
Programs was classified as Not Allocated to Function. Outlays under the Home De-
posit Assistance Scheme for first home buyers added $26m to the budget estimate

reflecting a- higher than estimated number of claimants. Capital advances.to the De-.

fence Service Homes Corporatlon were §15m above esti mainly as a
of the higher than expected total loans These overruns were partially offset by
a shortfall of $23m in estimated expenditure on Home Savings Grants reflecting a lower

q

than exp ber of appli at the completion of the

Culture and Recreation—up $22m

Greater than expected payments to the Australian Broadcasting Commission {(now
Corporation), due largely to increased wage and salary costs, account for $18m of the
overrun on the budget estimate for this function.

Transport and Communication—up $285m .

The major reasons for the overrun in this function were post-budget Government

decisions to provide capital and like payments to TAA ($115m) and Qantas ($60m),
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the advancement from 1983-84 of a payment of equity capital to AUSSAT Pty Ltd
($26m) and a cash injection of $30m for the Australian Shipping Commission. (A loan
conversion of $60m for the Australian Shipping Commission was offset by the early re-
turn of budget loans), In addition, the operating loss subsidy for the Australian
National Railways Commission increased by $34m over the budget estimate due largely
to a decline in the volume of freight as a result of the drought and adverse economic
conditions. These increases were partially offset by shortfalls in some items, including
the Australian. Bi ial Road D Program, down $39m reflecting the
deferment of draw-downs of the proceeds of the excise surcharge to later years of the
five-year program, and the Aerodrome Local Ownership Plan Development Grants
Scheme down $11m due to airport development works being undertaken at a slower
rate than expected at the time of the budget.

Water Supply, Electricity and Gas—up $6m

A number of small changes occurred'in this function, the largest being a final pay-
ntent of $8m to Q land for the Glad: Power Station the timing of which could
not be accurately forecast at budget time. Urban water supply projects were $7m over
budget reflecting the post-budget allocation of funds provided under the National
Water Resources Program, Offsetting decreases in expenditure resulted from an over-
estimate at budget time of funds required by the Northern Territory for the construc-
tion of a coal fired power station (down $6m) and of Liquefied Petroleum Gas subsidy
payments (down $6m}, largely as a result of the dep dstate of the

Industry Assi: and Develof up $64m

The most significant variation in. this function resulted from post-budget drought
measures (fodder and interest subsidies) totalling $108m.

Other causes of variations included:

e a post-budget decision to provide a loan of $11m to South Australia for log
recovery, storage and transport following the February bushfires;,

reimbursements of borrowing costs to the Australian Wheat Board were $18m
lower than expected.as a result of the drought and a narrowing of the differential
between commercial borrowing costs and the costs of borrowing from the Rural
Credits Department of the Reserve Bank,

expenditure of $17m. less than the budget estimate on irrigation and other pas-
toral water projects, partly reflecting the post-budget allocation to other func-
tional categories of funds provided under the National Water Resources Program
(these funds are included under this function at the time of the budget pending
allocation during the year to specific projects) and partly because of under-
expenditure on certain projects by State Gover

additional. expenditure of $28m reflecting the earlier than expected return of
uranium rates to the C wealth’s stockpile by Energy Resources of
Australia;

tower than estimated bounty payments due. to the depressed state of the econ-
omy, the more significant reductions being the Ships Bounty (down $7m), Agri-
cultural Tractors Bounty (down $4m), Heavy Commercial Vehicles Bounty
(down $3m) and Textile Industry Bounties (down $6m); and’
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® a post-budget decision to i by $5m payments.made .under the Export
Expansion Grants Scheme.

Labour and Employment—up $175m

The increase in this function is mainly attributable to the creation of a special em-
ployment. program using savings from the post-budget wages pause, A total of $152m
was disbursed to the States under the Wages Pause Program, Other significant vari-
ations in the function include costs of special training for apprentices (up $5m), offset
by reduced outlays for skill training (down $6m) and youth training (down $8m). An

economic downturn:in the coal mining industry resulted in i 4. pay (up
$10m) from the Coal Mining Industry Long Service Leave Trust Fund. Increased ad-
ministrative expenses for the Department of Empl t and Industrial Rélations (up

$17m) resulted mainly from additional staff and increased activity levels.

Legislative Services—up $38m

The overrun on. budget estimates can be attributed mainly to increased Electoral
Office expenditure (up $18m) due to the March Federal Election, for which no allow-
ance was made in the budget and additional funds for the Parliament House Construc-
tion Authority (up $10m) provided to maintain progress on the construction of the new
Parliament House in line with the 1988 completion date. Unanticipated retirements of
Members of Parliament associated with the 1983 election also- contributed an. ad-
ditional $9m to this function. .

Law, Order and Public Safety—up $29m

Several ct infl d the of this function, the largest being the reim-
b by. the C Ith of States’ expenditure on Legal Aid (which added
$10m: to the budget esti ), i d pay to legal practitioners for legal aid

services (up $2m), increases.in wage-and'salary costs ($4m), additional funds ($2m) to
meet the costs of administering the activities of the Office of the Special Prosecutor and
higher salary and administrative costs of the Australian Federal Police (up $5m).

Foreign Affairs and Overseas Aid—up $11m

Two post-budget decisions were responsible for the overrun in. this function:
increased grants to Papua New Guinea ($10m) and emergency humanitarian relief
payments to Lebanon ($10m). These increases were partially offset by small shortfalls.
ina number of items.

General and Scientific Research nec—up $13m

The outcome for this.function reflects increased expenditure. by CSIRO, resulting
largely from salary increases ($9m) and'rises in building costs including $2m for expen-
diture on projects originally scheduled for 1983-84.

Administrative Services—up $72m

This function covers the administrative votes of numerous departments, The bulk
of the expenditure overrun is attributable to increases in wages and'salary rates which

took effect prior to the wages pause and to increases in'staff numbers and administrat-
ive expenses,
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Payments to or for the States, the Northern Territory and Local Government
Authorities nec—up $38m .

The major ificrease in this function over the budget estimate resulted from unexpec-
tedly high payments of $138m under. the 1 di re\ief. arrang 1 ,mang\y
reflecting very severe drought conditions over much of Australia during I982-§3. Vie-
toria and South Australia also received general assistance grants of $19.5m‘anq $10.5m
respectively in recognition of the sevérity of the February bushfires, Following final
agreemient on the 1980-81 hospital cost-sharing budget of New South Wales, that State
was paid-additional identified health grants in respect of 198 l:82 and 1982-.83 amount-
ing.to $30m. These increases were largely offset by a reduction of $146miin the Stagc
Government Loan Council Program reflecting post-budget nominations by States of
additional amounts for public housing under arrangements agreed at the June 1982
Loan Council Meeting. These nominated: funds. wére reclassified to the function
Housing, where other public: housing expenditure appears. There was alsc_: a $14m
shortfall on the budget estimate.for payments to the Northern Territory consisting ofa
$7m reduction in general purpose revenue assistance (the r.esull of a lower than
estimated growth in the Territory’s population) and reduced assistance for debt charges
(down $7m). :

Public Debt Interest—up $135m ‘

The increase in public debt interest is attributable mainly to higher than prevnqu?]y
forecast issues of Australian Savings Bonds, Treasury Notes and Treasury Bonds arising
from the sharp increase in the size of the deficit to be financed and the higher interest
costs on existing overseas borrowings resulting from exchangerate movements.
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RECEIPTS
The following table sets out 1981-82 and 1982-83 Budget receipts,

Chaivgc
1982-83 in 1982-83 Actuals
Over
1982-83
1981-82 Budget Over. Budget:
Actual  Estimate Actual  §981-82  Estimate
$m: Sm Sm: % %
Taxation Revenue—
Income tax—
Individuals
GrossPAYE , ., , . .. .., 18836 21073 20812 10.5 - k2
Refunds . . ., . . . ... 418Dy 210007 1971Dr 390 + 61
NetPAYE ., .., . ... 17417 18973 18 840 82 =07
Other . ., ... ...... 3807 43713 4126 84 - 56
Total Individuals . . . . . 2124 23346 22967 8.2 - 16
Co.mplmgl PR PR 5053 5000 4768 - 56 = 46
Withholding . . . ., . . . . 205 231 259 263 121
Amounts recovesed.under Recoupment
Tax Legislation . . . . . . . - 255 80(a) na. ~68.5
Total IncomeTax . . . . , 26482 28832 28074 60 - 26
Salestax . . . .. ... .. .. 2854 3629 34% 223 - 38
Excise duty—
CrudecilandLPG . . , . . 3163 3287 3486 10.2 6.1
her ... L L L L, 2830 3434 3320 173 - 33
Customs duty~
Imports . . ... ...... 2060 2167 2036 - 12 = 6l
Coalexports . , . . . . . . .. 97 77 66 =314 —139
Bankaccountsdebitstax ., , . . . . — 80 30 na. =630
ACT.taxesandcharges . . . . . . 72 80 91 263 148
Other taxes, fees and fines (net) 226 248 241 6.6 - 31
Total Taxation Revenue . . . 37784 4] 834 40834 8) - 23
Non-Taxation Revenue—
Interest, rent and dividends . . . . . . 2585 2939 2922 130 -~ 05
Net' reoeipls from Government enterprise
transactions. ., , . . . . . ., . 385 475 700 81.5 473
Saleofexistingassets . , . . . . . . 36 146 54 49,7 —63.2
Total Non-Taxation Revenue . . 3006 3560 3675 222 32
TOTAL RECEIPTS . . ., . 40 790 45393 44 509 9.1 - 19

{a)- $60m collected as company tax
NOTE: n.a.—notapplicable
Income Tax—PAYE

Net PAYE collections in 1982-83 were $18 840m, 8.2% higher than.in 1981-82 and
$133m or 0.7% below the Budget estimate. Gross collections were $261m below esti-
mate but this revenue loss was partly offset by lower than estimated refunds.

The shortfall in gross PAYE collections reflects the weaker than.estimated labour
market in 1982-83; employment declined by around 1% compared with the budget time
estimate of zero growth, Average weekly carnings increased by 12% in line with the esti-
mate underlying the budget time figure.
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The 1982.83 outcome also reflected the part-year effects. of the measures an-
nounced.in the 1982-83 Budget to increase the tax-free threshold, increase the top of
the standard rate step of the rate scale, reduce the standard rate from 32% to 30%, and
increase dependant rebates where there is a dependent child under 16, all with effect
from 1 November 1982,

Income Tax—Other Individuals

Non-PAYE individual income tax collections in 1982-83 were 8.4% higher than in
1981-82 but $247m, or 5.6%, below the Budget estimate. An allowance of $425m was
included in the Budget estimate for sevenue expected to be collected in this area folow-
ing the 10 August 1982 announcement of increased penalty rates (effective from 14
February 1983) for late payment of taxes due in earlier years. While it is not possible to
determine actual collections resulting from this measure (since they are indistinguish-
able from other income tax collections), it is believed that collections from the measure
in.1982-83 were appreciably less than

A further contributing factor to the lower than estimated outcome was the slump in
farm incomes in 1982-83, resulting in a greater resort to self assessment in respect of
provisional tax paid by primary producers.

Company Tax

Company tax collections in 1982-83 (excluding collections under the Taxation
(Unpaid Company Tax) Assessment Act) were 5.6% lower than in 1981-82, and $232m
or 4.6% lower than the Budget estimate.

One cause of the shortfall was a sharper decline in company taxable income in
1981-82 (the year to which 1982-83 collections relate). than had been estimated at
Budget time.

As in the case of non-PAYE income tax, an allowance was included in the Budget
estimate for company. tax revenue expected to be collected following the announce-
ment on 10 August 1982 of increased penalty rates for late payment of taxes due in
carlier years, It is believed that collections from this source were considerably less than
had been expected.

Amounts Recovered Under Recoup Tax Legislatic

An estimate of $255m was included in the 1982-83 Budget for recoveries from
vendor shareholders under the Taxation. (Unpaid Company Tax} Assessment Act of
tax evaded in ‘bottom of the harbour’ strips of untaxed company profits and: unpaid-
Division 7 tax. In the event,.as a result of subsequent changes in thie scope of the legis-
lation and delays in its implementation, only $80m was collected ($60m of which was
under the company tax head of revenue) in 1982-83,

Sales Tax

Measures announced in the 1982-83 Budget to increase existing rates of duty by 24
percentage points and to broaden the taxable base with effect from 1 January 1983, as
well as the full year effect of measures announced in the 1981-82 Budget, contributed to
the increase of 22,3 per cent in 1982-83 sales.tax receipts. Collections were, however,
$139m or 3.8 per cent below the Budget estimate, reflecting lower than estimated con-
sumption expenditure, especially on motor vehicles and other household durables
which form a substantial part of the sales tax base.
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Excise Duty

The following table compares 1982-83 for the major excisable commodity
groups with the 1981-82 outcome and 1982-83 Budget estimates.

Changein

1982-83 1982-83 Actuals
Over
1982-83
1981-82 Budget Over Budget
Actual  Estimate Actual 1985-82  Estimate
Sm sm. Sm % %
Crudeoll . , ., . . . .. ..., 3104 3237 3430 105 6.0
WG . b v v s s e © 50 51 —-50 149
Total . . . . ... ... 3163 3287 3486 102 6.1
Beer . . . .. ... 1011 1129 1123 1.1 - 0.5
Potable Spirits' 121 131 114 =50 =130
Tobucco products 732 838 799 9.0 ~ 47
Petroleum products 970 1331 1293 33 - 29
Other (incl, credits) -4 6 -9 n.a. na,
Total—Tradltional excises . . . . ., , 2830 3434 3320 17.3 - 33
TotalExciseDuty . « « . . . . .. 5993 6721 6807 136 13

Crude Oil and LPG levies

Receipts from the crude oil levy were 10.5% higher than in 198182 and $193m or
6.0% higher than the Budget estimate. In line with standard practice in this area, it was.
assumed that import parity prices applicable at 1 July 1982 would apply throughout the
year. In the event, two variations were made—a rise for Bass Strait crude of $3.23 per
barrel on 1 January 1983 and commensurate rises for other crude, primarily because of
exchange rate cffects; and a reduction of $1.79 per barrel on 1 April 1983 reflecting pri-
marily & drop in the Saudi marker crude price from $US32 to $US29 per barrel offset in
part by a depreciation of the Australian dollar. The net effect of these changes in.im-
port parity prices was to increase revenue. by about $125m. The remainder of the:
increased revenue was primarily due to higher than estimated production of crude oil.

Receipts from the levy on naturally occurring LPG (which is a co-product with
crude oil and natural gas) were 5% lower than in 1981-82 but $7m or 14% higher than
the Budget estimate. The latter movement. was mainly attributable to an increase dur-
ing the year in the prices received for LPG exports, the excise rate being set after taking
account of export as well as domestic prices. '

Revenue from the traditional excisable commodities (beer, potable spirits, tobacco
products and petroleum products) was 17.3% higher than in 1981-82, but $114m or
3.3% lower than the Budget estimate. The rapid increase. reflected the effects of
measures announced in the 1982-83 Budget:

* anincrease in duty on beer of 8 cents per litre to $0,60 per li.tre;
* anincrease in duty on tobacco products of approximately-20%;
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o replacement of the excise exemption for all off-road use of diesel fu'el by.a nar-
rower rebate in respect of off-road use by agricultural, mining, fishing and for-
estiy industries, nursing homes, hospitals, aged persons homes and households;

and
o asurcharge of 1. cent per litre on motor spirit and diesel fuel, to finance the Aus-
tralian Bi ial Road Develog Fund.

The following table illustrates the approximate relative contributions of p’etroleum
product excise measures in the 1982-83 Budget to the 33.3% increase in collections from
these products,

Approximate
198283
Revenue Gain(a)
$m
Measure § S
« Abolition of Dicse] Excisc Exemption Certificate . » « -+« + + o o 195(5)
. jon of New Diesel RebateScheme . . . . .« .+ o ¢« v o ~60
o 1cent per fitrc ABRD surchargeon Petroland Diesel . . . -+ « « + + o 168.
e RemainingRevenueGrowth . v . 0 v o o o e e e e e e 20(c)
Total ., « v . s 0 oo N 323

A ximation oblained by applying measure to the level of petroleum product cleamnc'cs which actually oc-
@ cul:m 'Il'hallisI: no :lll::mpl ispgn{ieshere 10 estimate what clearances would hav.c been in the absence of the

measures: The approximation would therefore tend to overestimate the revenue gain l'ron: the measures,
(b) Based on about 68% of diesel beingcligible for the old
(c) ially ducto lying rate of growth in

Shortfalls compared with the budget estimate were recorded over all major excise:
commodity groups. The largest such percentage shortfall, proportionately, was for re-
ceipts from potable spirits, which were not subject to excise rate increases in t'he
1982-83 Budget, but may have been marginally affected by the 24 percentage point in-
crease in sales tax, (None of the other excisable products is subject to sales tax.) In gen-
eral, the shortfalls mainly reflected slightly lower consumption growth than was
estimated at budget time.

Customs Duty

Collections of customs duty on imports were 1.2% lower than in 1981-82, and
$131m or 6.1% below the budget estimate. The value of imports was substantially
below 1981-82 levels, whereas at budget time an increase of 8% had been estimated. As
the shortfall. appears to have been stronger in goods attracting lower rates of import
duty, the decline in revenue was not as great as the decline inimports.

Receipts from the coal export duty were 31.4% per cent lower than in.1981-82 and
$11m or 13.9% below the budget estimate, The reduction over 1981-82 partly reflected
the decision toremove the $1 per tonne rate of duty on coalfrom 28 July 1982, The vol-
ume of coking coal exports in 1982-83, at 22m tonnes, was 2m tonnes lower than
estimated at budget time.

Bank Accounts Debit Tax.

A new tax on certain bank transactions, introduced in the 1982-83 Budget, was
estimated to-yield $80m.in: 1982-83, Introduction of the tax was delayed fro_m the an-
nounced starting date of 1.January 1983 until 1 April. 1983 while banks (which collect
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the tax) established administrative arrang for collections, There was a conse-
quent loss to revenue in 1982-83 of $50m.
Interest, Rent and Dividends
Revenue was 13,0% higher than in. 1981.82 and within 1% of the budget estimate.
The increase over 1981-82 reflected mainly the higher interest payments made by
the Siates and Territories arising from continued growth in advances and higher
interest charges applying to new raisings for State works. Interest paid by the Aus-
tralian Telecommunications Commission was $86m higher than in 1981-82, as a result
of the decision taken by the previous Government to increase to 10%, as from 1 January
1982, the interest rate payable on the initial capital advances vested.in Telecom and to
convert on 1 July each year thercafter one tenth of these advances to the public semi-
government rate of interest applying on 1 January prior to such conversions.

Net Receipts from Government Enterprise Transactions

Receipts from the Reserve Bank were $663m, $318m higher than in 1981.82 and
$225m above the budget ecstimate. This resulted from a higher level of investment
funds, largely due to increased gold and foreign exchange holdings.

Sale of Existing Assets

At the time of the Budget it was estimated. that receipts. from the sale of existing
assets would be $146m, about four times higher than 198182 collections, mainly
reflecting decisions flowing from the Review of Commonwealth Functions, Following
the change of Government, most of these assets were withdrawn from sale and, largely
on this account, actual revenue from sales was $92m lower than the budget estimate.

FINANCING TRANSACTIONS

The manner in which the 1982-83 Budget deficit was financed is considered below,
An analysis of longer term trends in the Commonwealth’s financing transactions is pro-
vided in Statement No. 6.

Significance of Financing Transactions

The manner in which a budget deficit is financed has an important bearing on'mon-
etary and financial developments within the domestic economy ard on the balance of
payments. The financing instruments currently used by the Commonwealth Govern-
ment include Treasury Bonds, Australian. Savings Bonds (ASBs), Treasury Notes,
Treasury Bills (which are issued only to the Reserve Bank), the Commonwealth’s cash
balances with the Reserve Bank and securities issued overseas.

An important distinction may be made between borrowing from the overseas sector
on the one hand and from the domestic sector on the other. Commonwealth borrowing
overseas has no direct impact on the domestic monetary aggregates but does have impli-
cations for external management and may have an indirect impact on domestic monet-
ary aggregates through the response.of private transactions to the Government’s over-
seas borrowing.
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Another distinction may be made between borrowing from the domestic non-
official sector (the official sector comprises the Reserve Bank and the authorities within
the Commonwealth Government budget sector) and from the Reserve Bank. The
Commonwealth- Government can finance its deficit entirely by selling Treasury Bonds,
ASBs and Treasury Notes to the domestic non-official sector; alternatively, it can setl
fewer of those securities and issue Treasury Bills to the Reserve Bank and/or use its
cash balances withithe Reserve Bank, However, as the Reserve Bank is ultimately not a
separate entity from. the Commonwealth Government, the Commonwealth’s use of
Treasury Bills or cash,bal is only an indirect form of financing, with the hing
‘ultimate’ fi ing; transactions being reflected in the subseq adjustments ap-
pearing in the Reserve Bank's bal sheet, For ple, the C wealth
Government’s use. of ‘its cash balances with the Reserve Bank will be immediately
reflected in a large net increase in the domestic non-official sector’s currency holdings.
Failing monetary policy action to-absorb this increase through sales of securities, the
most likely result will be either a loss of external reserves, as domestic interest rates are
temporarily bid-down and overseas securities become more attractive to domestic in-
vestors, or a depreciation of the exchange rate to attempt to make the holding of Aus-
tralian' currency sufficiently attractive to induce the general public to retain ‘excess’
cash balances, or a combination of both. In this situation the ‘vltimate’ financing trans-.
action would be cither a rundown of the Reserve Bank’s holdings of external reserves or
an increase in the non-official sector’s currency holdings—a. liability of the official
sector—or both.

This type of financing can occur for a financial year as a whole but it is particularly
marked in the course of a year because of the large seasonal swings in the balance on
budget transactions—from deficit in the first half of the financial year to surplus in the
second half, In recent years—1982-83 being an exception—the deficit in the first half-
year has been ‘financed’ by resort to Reserve Bank credit which has been repaid in the
second half-year as seasonal tax payments occur. As an llustration of the point made
above, Chart 1 indicates that this financing has not been reflected in movements in the
non-official sector’s currency holdings but in the ‘ultimate’ financing component,
foreign exchange reserves. (As is also.evident from Chart 1, currency holdings have a
seasonality of their own, primarily retated to the build-up for Christmas purchases.)

It is clear from Chart 1 that there is a high inverse correlation between the Govern-
ment’s use of Reserve Bank credit and the swings in foreign exchange reserves, Caution
is necessary, however, inimplying causation from that relationship; 1982-83 provides a
good example, In that year, sales of securities to the non-official sector in the first half of
the year were.unusually high so that resort to-Reserve Bank credit was less than usual..
The former effect however, (and hence the latter effect also), may well have been
largely the result (ratherthan the cause) of the large surplus on the external account
during that period. There was not the usual heavy resort to Reserve Bank credit in the
first half-year and, in fact, Treasury bills outstanding were run down substantially.

One general conclusion that can be drawn isthat:the use of Reserve Bank credtt has
influences extendmg ‘well beyond the domestic. 'y situation, passing, in
particular, implications for the exter:
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The composition by sector of the Government's domestic borrowing has consider-
able influence on the growth rates of the various monetary aggregates, Government
claims on the savings of the household sector of the economy may be accessed directly
(by selling securities to households) or indirectly (by selling securities to financial insti-
tutions). Indirect access involves household savings being intermediated through the
balance sheets of financial institutions—with an increase in deposit liabilities being

hed'by an i inCi Ith Government Securities (CGS) holdings. All
other things being equal, the greater the proportion of a given budget deficit financed
indirectly, the greater the increase in the deposits of financial intermediaries, and hence
the greater the i inthe various tary aggregates.

Financing Transactions in 1982-83

The following table sets out financing transactions for the 1982-83 Budget deficit,
by sector and instrument, in matrix form. The transactions shown in the table are dis-
cussed below.

C Ith Fi ing Tr ions (a) (p) 1982-83
Treasury Treasury  Treasury Uscofcash

Bonds ASBs Notes Bills  Balances Total
ReserveBank . . . ., =31 - 141 —1400 =353 =1643
Trading Banks 273 - 222 - — 495
SavingsBanks . . 1867 - —938 - - 929
Authorised Dealers . 12 —_ 527 - - 539
Life Offices . . 547 - - 88 —_ — 459
Otherpon-Bank . . . . . ™m 23% 92 - - 3214
Domestic Financing . . . . 3459 2390 - 44 —1400 —353 4053
OverseasFIMANCING & v « v o 4 v v v e e e b e e e e e e e e 586
LessDiscounton TreasuryBonds(b)  + « 4 + + .« v v 4 e o e e e e e e e (—)167
BudgetDeficit . . . v o . v & v v o e e e e e 4473

(a) Allamounts are net, in millions of doilars, and the domestic financing instruments are at face vatue.

(4). Changes in the face valuc of CGS sum to the deficit only when the discount on securities not sold at par is in-
cluded at the time of sale in estimates of public debt interest. Although the Treasury Note discount is included,
the Treasury Bond discount is not and must therefore be deducted from the face value of net domestic financing
tobe consistent with the budget deficit as measured.

{p) Preliminary. N

Domestic Financing
Domestic financing encompasses the.change in the indebtedness. of the Common-

wealth Government to all domestic residents—including the Reserve Bank and other
government entities—arising from the use of any of the instruments identified above.

There was a very large jump in the budget deficit and the corresponding financing
requirement in 1982-83 to $4473m, from $548m the previous year. Total domestic
financing of the 1982-83 deficit was $4053m, Holdings of CGS increased by $5806m,
comprising increases of $3459m in Treasury Bond holdings and of $2390m in ASBs, and
anet run-down of $44m in Treasury Note holdings.

The net increase in Treasury Bond holdings consisted of gross sales of $6253m
(S6075m through the seven tenders held during 1982-83, and $178m from tap issues 21
and 22 in July 1982). and maturities of $2794m, Similarly, gross proceeds from the
Treasury Note tenders amounted to $15 197m and there were maturities of $15241m,
The increase in holdings of Australian Savings Bonds consisted of gross sales of $4149m
of Series 21 to.24 and gross redemptions (including of the superseded Special Bonds) of
$1758m..
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Last financial year stood apart from recent years, with the exception of 1980-81, in
that the Budget deficit was. fully funded by:sales of CGS to-the domestic non-official
sector, With CGS sales to the domestic non-official sector, at $5696m, much larger than
the Budget deficit, the Commonwealth was able to reduce its indebtedness to the Re-
serve Bank during the year by $1643m. This reduction consisted of an elimination of the
Reserve Bank’s holdings of Treasury Bills (the outstanding stock at 30 June 1982
having been $1400m), a net increase in the Commonwealth’s cash balances at the Re-
serve Bank of $353m and a net run-off of some $31m in the Bank’s Treasury Bond hold-
ings, with some offset provided by an increase of $141m in the Bank’s Treasury Note
holdings.

The following table sets out domestic financing transactions in 1981-82 and'1982-83
between the various major sectors., .

D ic Financing Tr tions 1981-82 and 1982-83
' 1981-82  1982-83(p)
$m Sm
DomesticFinancing{net) . . . . .« . . . . 0. 0w e e 319 4053

rom:

ReserveBunk . . . o o 0 00 o e e e e e 264 —1643
Commercial BankingSector . . . . . . . . . . . .. .. .. 259 1424
Non-BunkSector . . o o . e a L e —~205 4272

(p) Preliminary.

Net sales of securities to the domestic non-official sector were split roughly 60/40
between Treasury Bonds ($3490m) and Australian Savings Bonds ($2390m), with a
small run-off in Treasury Note holdings ($185m). More than half the increase in
Treasury Bond holdings was accounted for by the savings banks, The principal reasons
for this were the very large increase in savings bank deposits during the year and the
shift to a Liquid Asset and Government Securities (LGS) requirement for them, both
of which required additional LGS assets to be purchased by the savings banks, together
with the large run-down in Treasury Note holdings by the savings banks. The.abolition
in August 1982 of the requirement that savings banks kold 7% of depositors’ balances
as Treasury Notes and deposits with the Reserve Bank immediately resulted in a run
down in both these asset itemsand explains, at least in part, the portfolio reallocation
by savings banks out of Treasury Notes into Treasury Bonds. Overall, savings. bank
holdings of CGS increased by $929m in- 1982-83. With a much smaller increase in de-
posits during the year, the trading banks had less need of additionat Commonwealth se-
curities to meet their LGS requirement, Their increase of $495m during the year was
split roughly 55/45 between Treasury Bonds and Notes.

Non-bank take-up of $4272m consisted of $1350m Treasury Bonds, $531m
Treasury Notes and $2390m Australian Savings Bonds. Non-bank take-up is of particu-
lar significance as a factor underlying the: formation of the volume of money, M3.
Although the large increase in non-bank CGS holdings, compared with a small fail.in
1981-82, was still insufficient to prevent the M3 growth. rate exceeding the 1982-83
Budget projection range,, it would have been smaller but for the very marked turn~
around in ASB sales (which were minus $722min 1981-82).

Overseas Financing

Net overseas financing was $586m in 1982-83, compared with $368m the previous
year. Gross overseas borrowings amounted to $1150m and amortization to $564m,
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. In July 1982, the Commonwealth undertook a £100m public issue in the United
Kingdom for the equivalent.of $176m and also completeda Y20 000m bank loan in
:lapan to raisethe equivalent of $79m, A total of $418in was raised in the United States
in September 1982 by way-of a two tranche public issue, each tranche being for an
amount of $US200m. In October 1982 the Commonwealth undertook a Y15 000m
Euroyen public issue in the United Kingdom for the equivalent of $60m and also
completed a DM200m public issue in the Federal Republic of Germany to raise $84m,
The Commonwealth raised $77m in November 1982 by way of a Df1 200m public issue
in The Netherlands, In December 1982 the Commonwealth completed a second
tranche of the DM operation when $86m was raised by way of a DM200m public issue
in the l:‘cderal Republic of Germany. Also in December a second tranche of the Dfl
borrowing operation in The Netherlands was completed raising $77m by way of a Df1
200m private placement. A Y20 000m public issue in Japan was completed in June
1983 to raise the equivalent of $94m.

Overview

From a debt management point of view, the run-down in the domestic non-official
sector’s holdings of very liquid Treasury Notes in 1982-83, and the increase in its
Treasury Bond holdings, was a useful development. The large increase in holdings of
Australian Savings Bonds had mixed. implications. Those heavy sales involved a sub-
stantial direct accessing of household savings and thereby made a significant’ contri-
bution to containing the growth of the monetary aggregates. On the other hand, ASBs
are very liquid and therefore present potential problems for debt management. The
A.SB was not originally intended as the only, oreven necessarily the major, instrument
giving direct access to household savings. Taking both monetary policy and debt man-
agement. considerations into account, it might have been preferable for more of the
necessarily large volume of CGS sales to the household secter to have been in a less
liquid form than ASBs, Given both the expected greater need for direct access to house-
hold savings in 1983-84 and:the historically large stock of ASBs held by the household
sector as at end 1982-83, it would be desirable if Treasury Bonds played a more active
role in directly tapping the household sector’s savings during 1983-84.
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STATEMENT No. 6—BUDGET AND OTHER PUBLIC SECTOR
TRANSACTIONS SINCE 1973-74

This Statement presents information on budget transactions since 1973-74/in both
the functional and the national accounting classifications, It also provides data on
ions of the C wealth non-budget sector and other parts of Australia’s

public sector,

The national lassification catogorises budget transactions by economio
type, within a framework which is broadly conslstent with conventions recommended
in the United Nations Organisation's 4 System of Natlonal Accounts and in the Inter-
national M y Fund's 4 Manual on Government Finance Statistics. These con-
ventions provide a consistent framework for the aggregation of Commonwealth, State
and local government transactions into consolidated figures for the public sector as a
whole and they facilitate an of the interrelationships between the budget,
other parts of the public sector and the rest of the economy,

Tho functional classification, which categorises budget outlays according to their
primary objectives or purposes, is based on the classification of purposes of government
set out in 4 Systen of National Accounts.and follows the same conventions for the de-
termination of budget totals as the national accounts classification, This classification
aims to facilitate consideration of the nature and relative priorities of government
outlays.

Additionat information on the two classification systems is presented'in the Appen-
dix to the Budget Statements,

BUDGET OUTLAYS—SUMMARY

The table below shows increases in both money and real terms in total Common-
wealth budget outlays in each year since 1973-74 and the proportions of gross domestic
product (GDP) represented by such outlays.

Budget Inerease on Real Budget Ogtlays usa

Outlays  Previous Year Tncreaso(a) Propotionof GDE

Sm % % %

BBM o0 e 12229 200 5.6 28
[1 17837 489 19.8 289
0182 . ..o 21 861 26 Sl 300
91677 . . . v e 24123 103 -08 290
L2 £ S 26738 0.8 24 296
52t W01 85 284
97980 . . . .- L0 e 31661 9.1 -0 276
190-81 v o o e e 362%0 146 4.0 217
198182 . 0 0L 000 o 41338 139 9 219
1982-83 . . v o e 48982 8.5 63 304
1983-84¢) . . v o v 56703 158 12 316

(@)- Tncrease in outlays deflated by increaso In the implickt price deflator for non-farm GDP.
(¢) Budget estimate,

Budget outlays are projected to increase by 15,8% in 1983-84 following an increase
of 18,5% in 1982- 83 Several of the 1983-84 outlays initiatives, however, were ac-

ied by or tax-expenditure reductions, This has the:

eﬂ‘ect of reducing the impact on the overall budget position (deficit) of these initiatives
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to less.than that implied in the 15, 8% nrowlh in outlays, The most notablo example in
this regard is the Medicare and' ives which, while Increasing outlays by
around $600m, is estimated to add only $35m to the 1983-84 Budget deficit, (See also
the Appendix to Statement No, 3.)

The nominal increase of 18.5% for 1982.83 is the highest recorded since 1975-76 and
represents a significant departure from budget estimates, partly as a result of lower than
forecast activity, In real terms—adjusted for the Increase in prices as measured by the
non-farm GDP deflator—total budget outlays increased by 6.3% in 1982-83, This was
the largest real increaso recorded since. 1974-75, Estimates suggest that the real growth
in outlays for 1983-84 will exceed that for 1982:83,

As a proportion of GDP, budget outlays are projected to rise from 30.4% in 1982-83
to an estimated 31.6% in 1983.84, Growth in outlays was contained to a rato less than
that for GDP growth for most of the period 1976-77 to 1979-80, resulting in a fall in the
ratio of outlays to GDP to 27,6% in 1979-80, Since then, growth in outlays has exceeded
that for GDP, This reversal in trend is also reflected by the pattern of real growth in
budget outlays which averaged well under 1% per aunum from 1976-77 to 1979-80 but
on current estimates will average about 5% per annum in the four years to 1983-84,

BUDGET OUTLAYS BY FUNCTION

Budget transactions on a functional basis. for the period 1973-74 to 1982.83,
together with estimates for 1983-84, are shown in Tables 1 to 6 at the end of this
Statement.

Tablo 1 presonts outlays data for the major functions in constant 1979-80 prices, By
eliminating the price component of the nominal growth in outlays, the table gives an in-
dication of the approximate value of the community’s real resources devoted over the
perlod to particular functional categories, The values are derived by deflating nominal
outlays by the implicit price deflator for non-farm GDP, This approach, which concen-
trates on the use of the community’s resources for government purposes, does not
reflect differential rates of price increases which might exist between functional
categories, and botween the Commonwealth budget sector and the remainder of the
economy. Table 2 shows the percontage changes from year to year for the outlays data
inTable 1,

Table 3 shows outlays for the major functions in current prices. Table 4 shows the
proportions of total outlays represented by each major function over the period, and
Table § shows percentage changes in outlays for sach major function from year to year.
Table 6 presents outlays data from Table 3 in greater detail,

The following table shows nominal outlays for the major functional categories for

197374 and 1982-83 and the. proportion and rate of increase they represent over that
period,
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Average
Annua!
Proportion  Compound
of Total Rateof
1973-74 1982-83 Tncrease Increase
$m Sm % %
Defence o v v v v v v v h e 1332 41782 94 153
Educallon ........... e 858 3802, 80 18,0
.............. 947 3425 6, 154
Soc(ulS«urilyund Welfare . . . . . e 248 " 36 213
Housing « . . . . .. ... 37 740. (B} 9.1
Urban und Regional Development nec nnd ﬂw
Envitonmemt  , . . . ., . ., « 144 126 . ~1.5
Culturcand Recreation. . . . o . . ., . . 159 523 10 14,4
Economic Services—
Transport und Communication . . . . . . 868 1760 24 8.2
Waler Supply, ElectricityandGas  .". . . . 45 103 02 9.6
fndustry Assistanceand Development . , . . 430 1109 1.8 111
Labourand Employment . . . . . . . . 2 685 1.6 223
Other EconomicServices . . . . , . . . 35 96 02 19
Total EconomicServices . . . . . . . 49t 3753 6.2 108
Qeneral Public Services—
Legislative Services e e e 39 199 04 199
Law, Order and Public Sal‘cly Ce e e e 54 krrl 0.7 219
Foreign AMuirsand OverseasAid' . . . . . 362 958 1.6 14
General and Scientific Researchnee . . . . . im 439 09 165
AdministrativeServices . . . ., L L, 434 1431 27 14.2
Total General Public Services « « \ 1000 3349 64 144
Not Allocated to Function—
Payments'to or for the States, the Northern Terri-
tory and Locul Government Authoritiesace . 2763 10991 24 16.6
PablicDebtinterest . . . . . . . ., 712 33718 7.3 18.9
Total Not Allocated to Function . . , . 3475 14 369 29.6 i
TOTAL OUTLAYS . . . . « . . . 12229 48982 100.0 16.7

Between 1973-74 and 1982-83, total budget outlays.increased.at an average annual
compound rate of 16.7%. It should be noted, however, that the average annual com-
pound rates of growth over a period of years mask significant changes which occurred
within that period, whether because, inter alia, of changes to funding arrangements in a
number of programs or-the introduction of new programs. In addition, average com-
pound growth rates can be significantly affected by non-recurring factors that affect
outlays at one or other end of the period.

! was. rated. in 1982-83, and
d with the. wages

The rapid growth.in Labour and Emp
partly reflects the creation of special employ

pause, although if adjustments are made for this factor, outlays in this category still.

grew faster than average. Other functions for which outlays increased-at a high rate
were Law, Order and. Public Safety and Legislative Services which also largely
reflected sub jali which occurred in 1982-83, Major factors which account
for the increase in these functions in 1982-83 are detailed in Budget Statement No. 5. In
brief, these-were increased Electoral Office expenditure due to the March. 1983 Federal
Election, additional funds for the Parliament House Construction Authority and the
reimbursement by the Commonwealth of States® expenditure on. Legal Aid. Outlays in
these functional categories remain a relatively small proportion of the total and account
for little of the overall increase.
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By comparison, outlays on Social Security and Welfare, which also grew sig-
nificantly faster than the total, account for almost a third of the increase over the
period, While part of this i reflects changes in arr such as the if-
troduction of a sch of family all in lieu of taxation rebates in 1976-77, the
major part of the growth. reflects increases in numbers of beneficiaries (whether be-
cause of liberalised eligibility criteria, demographic changes or economic conditions) in
asituation where the real value of many benefits has been maintained or increased.

Outlays on Education have also grown faster than average reflecting in part the full
year effect in 1974-75 of the: assumption by the Commonweaith of financial re-

ponsibility for universities and colleges of ad d education. If general purpose as-
sistance to the-States and Northern Territory which resulted from changes to health
funding arrangements introduced in 1981-82 is included in outlays under the Health
function, (as was the case prevnously) that category also grew faster than average over
the period. (The changes in funding ar for'Health and Education are men-
tioned in the Notes on Tables.at the end of this Statement.) On this basis, outlays on
Education, Health and Social Security and Welfare together account for almost half
of the total increase in nominal outlays over the decade.

Over one-fifth of the overall increase in outlays was accounted for by Payments to'
or for the'States, the Northern Territory and local government authorities nec. While
specific purpose payments to the State and local government sector are classified to the
relevant function, a large proportion of total payments to that sector is not allocated to
specific functions. Changes in funding arrangements such as those described in ‘Notes
on Tables' at the end of this Statement, and payments made under Natural Disaster Re-
lief arrangements (as in 1982-83), can affect growth in this category from year to year.
However, the bulk of the category consists of tax sharing grants (financial assistance
grants in earlier years) and general purpose capital funds, which together constitute a
major component of total outlays,

Outlays on Defence grew significantly in the first half of the period, but growth sub-
sided in the late seventies before accelerating in 1979-80 and subsequent years. Defence
expenditure over this period reflected, infer alia, Australia’s involvement in, and with-
drawal from, the war in Vietnam, The growth in Defence expenditure since 1979-80
reflects decisions' taken by the then Government on. improvements: to. defence
capabilities.

The reduction in the relative importance of budget outlays on Economic Services
reflects many factors, including the completion of the Snowy Mountains Hydro-electric
Scheme and repayments of earlier advances to the Australian Industry. Development
Corporation and the Australian. Wool Corporanon In the area of Industry Assistance
and Development, particularly assistance. to primary industry, outlays can fluctuate.
markedly according to seasondl and international trading conditions, The off-budget
funding since the mid-1970s of authoritics such as the Australian Telecommunications
Commission, Qantas Au'ways Ltd and the Australian National Airlines' Commission
(TAA) isalso an important factor that has contributed to the slower growth in outlays
on Transport and C ications. In 1982-83, h , significant capital contri-
butions from the budget were made to'a number of governmient transport authorities.
Details of these are provided in Statement No. 5. Over the. ten yéar period the pro-
portion of outlays devoted to both these categories has tended to decline,
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The following charts (and;Table 4 at the ead of this Statement) show year-by-year
movements in the relative sizes of the major functional blocks of outlays:

While the distributicn of total.outlays between the broad functional categories and
changes in that distribution from year:to.year provide some broad indication'of the im-
portance attached-to particular expenditure programs-and of the-changing objectives
and priorities of public expenditure, it must be emphasised that comparisons of relative
movements in different blocks of expenditure are affected by a number of important
factors, These include (in addition to those mentioned above) changes in the operation
of certain reti benefits schemes, the: transfer of the South Australian and Tas-

i ilways to the Coni Ith and the granting of self-government to the

Northern Territory. Theso and other factors, such as differential rates of price increase;,
affect relative rates of growth and must be borne in mind when comparing movements.

in different categories of expenditure.

330

" Major Functional Blocks as Pre
Outlays — 1973-74 to 19828,

L4

-of Total Budget

% o Total *% of Tolal.
Defence Education
20 20 104 r10
o . 10
$ | I I —I 15 Heatn to)
159 el
104 1o
Social Security T s
and- Welfare I
301 30
Eal A [25 General Public Services
204 ' ' F20 109 rlo
154 Ms 59 | | I I i | ] l I | s
104 k1o -
3 $ Economic Services
204 r20
154 F1s
Payments to States 104 - Lio
and Northern, Tereltory cte. nee. (b) i
307 r30 S+ s
25+
20 thet(c):

154 15
10+ | - 10
* , " | -| *
197374 1982-83 CZET 198283
(a) Changed fundlnr arrangements for Health (b} Includes outlays for Natural, Disaster
affect comparabitity of the functionul Relicf, See also (a) und Notes on

clagsification between 1980-81 add
subsequent years — see Noteson Tables.

ables.
(c) Outlays on Housing, Urban and
Regional Development nec and the
Enyironment, Culture and Recteation
and Public Debl [nterest, See also Notes
on Tables,
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BUDGET OUTLAYS BY ECONOMIC TYPE

‘The national accounts economic type classification provides information on budget
outlays in terms of direct expenditure on goods and services and transfers of income and
capital funds to other sectors, namely the Commonwealth non-budget séctor, the State
and local government sector (including the Northern Territory), the private sector and
overseas, This format enables budget sector. transactions to be related to transactions
clsewhere in the public sector’ (see the section ‘The Budget and: Public- Sector as a
Whole"” which: appears later in this Statement) and in the economy as a whole (see
Budget Paper No, 10: Ni 11 and Expenditure).

Table 7 at the end of this Statement shows budget outlays classificd by economic
type. Year-by-year movements in outlays by economic type are shown in the charts
below.

These movements must also be viewed against the various changes in the structure
of Commonwealth budget outlays {particularly with respect to transfer payments), and
in the relutionship between budget and non-budget sectors described earlier.
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Budget Owt Ecosomic Type as Proportions of Total: Bedget Outlays —
197374 to- mﬁ; y* o "

v % of Total' % of Total
Net, Expenditure 309 r30
on Goods and. Services (a) i
¥ 1T R . Las
204 ; ; |t
154 ] ' 15
0] | i ‘ - o
1 | . i b

Personal: Benefit Payments (b} 354 35
304 ' 30
s p——— F2s
204 ) 20
154 ' ) U S
104 |t

59 5
Granls and Net. Advances to
Sulu, Nonhun Tezitor
and Local Goveraments z- X
of v:hkh Oenenl Purpose:
Payments are sha

Othet Transfers (unshaded) 20+ r20
and Other Net Advances {d) :
5 Fis.
104 ‘ hio
59 5

TN 1982.83

(a) Compcises nel current expenditure on goods and services, geoss fixed capital expenditure
o) and ehnn.« nstocks,

for the nged, the veterans, ete;

d sk benefl ce to fumllies, widows and other

groupe, Also includes unfunds benefits,

{o) Compri d he S 'NNnnbﬂn"evrlmrylmtncuI
il d of a general purposs nature,

R { ads dve at net figures.

[C)] Cémpﬂnl uubddkl. Inleml payments, ;m‘m for, prlvnecuplul purposes, teansfers.

Qantas Airways
LAd,, Austratian Nutionst Ahllm ‘Commission and nel advances to other sectors apaet:
from State and local authorities,
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The following table shows in summury form outluys.for the main components und
the proportion of total outluys they represented in the years 197374 and 1982-83,

Avetuge
N1 r8)
dcad Propottion Cmﬁ‘pﬁ'&w
Proportion Proportion  of Totel  Rateof
of Totl of Total  Incrense  fncrense
m % H b

Neé Bapenditure on Goodsand Servives— " * * *
Cureent T SN 2719 pr ¥ 9836 204 194 154
Caplal o vy 266 } . P
Tr:’:sfer I'lni;:\cuiluu il o 2 o >

raonal Benefit Paymenta (@) » . 3138 86 16
Grants to States, the leher!a Tettilory 0 i 36 00

and Local Government + v 4 . A w1536l Nd: ns 8.1

Qer o v 0o e s k)l 8
N s 1% 113 SMe 109 107 162

10 States and Norther Verrhtor, . 749 6,
loC\)nllllbn\\eullhAulh\lﬂﬂuy PR 9i J.(Il lgﬁ %‘; gg gg
Y N 8 08 =) =02 A

TOTAL OUTLAYS . . . v 122B 1000 48982 1004 10040 16,7

(1) Inctuctes unfunded employee retirement benetits,
(0) Comprises net advances 1 publle financhal enterprises and 1 the private sestor,

Dircet expenditure on goods und services (e, both current and cupital) grew at a
combined average annual rate of 14.9% and accounted for around one-fifth of the total
incrcuslc over the period, The corresponding growth in nominul GDP was 13.5%
incicating that, in rolative torms, the budget’s direct claim on resources has incrensed.
Transfer payments have grown faster than both GDP und total outlays, In particular,
there has been & substantial Inerense (fronr 25.6% in 1973-74 to 33.1% in 1982-83) In
the proportion of total outlnys rep 4 by p I benefit puyments, und this
category accounts. for over one-third of the total incrense i outlays over the: pertod,
This growth largely paratlels the incretse reforred to above in the proportion of outlays
devoted to the function Social Security and Welfare,

From the viewpoint of the overall economy these transfers do-not represent a direct
enll on_nm‘mnion‘s fina] output. Howoever, they will, in most cases, lead to demunds by
ll}e recipients.on the resources of the economy and from the Commonwealth’s potut of
view they do represent outlays which need to be financed, The resulting impact on the
general burden of taxation hus been less than this growth in personal benefit payments
over lhc. period might suggest because the mujority of these puyments were nade tax-
ubl;‘gimng the period und indexed at a fuster rate thun the threshold above which tax is
payable,

The degree of Commonwealth influence over the final manner of spending of funds
which it transfers to other sectors varles greatly, For example, personal benefit pay-
monts are predominantly a form of incotme supplementation in the hands of those who
receive them and can be spent as they wish, Transfer payments to the States, the North-
ern Territory and local government, which are also a large proportion of Comnion-
wealth outlays, fall into two categories. Certain payments are made for specific pur-
poses und the Commonwenlth thus exercises a high degeee of influence, even though it
does not itself disburse the funds to individuals or enterprises. General purpose funds,
on the other hand, form an untied supplement to revenues of the States, the Northern
Territory and local government,
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Total payments o the States, the Northern Territory and focal government (i.c.
both transfer payments und net udvances) increased somewhat as 8 proportion of total
outlays during the mid-1970s, By the end of the perlod, however, the proportion, about
one-third of total outlays, was sbout the same s at the beginning of the period, During
the-miid-1970s specific purposs payments Increased from a little ovor one-quarter 10
one-half of total payments to the State and local government sector, Since then this
change hus been purtlally reversed, principally through changes in henlth funding nr-
rangements (see the Notos on Tables at the end of this Statement) which in 1981-82
produced u substuntinl shift from specific purpose 10 gonern! purpose payments.
{Although the genoral purpose grants in licu of heulth payments are bused on the
amounts of those previous payments and are intended to replaco them, the new grants
are untied and can in fact be spent us the States aud Northern Territory wish.)

There hus 50 been o substantinl shift in tho cconomic type of outluys, away from
net advances. to- the States and towards grants, Advances, both gross and net, have
increased slowly over the decude compured to thestrong growth in grants,

As alrendy mentioned, in recent years Commonweuith authorities such us the
Australian Telecommunications Commission, Quntas Airways Ltd und TAA huve bor-
rowed on their own account to holp finunce their capital programs. This is reflected ina
docline In the proportion of total budget outluys represented by advances to such
uuthorities.

DOMESTIC AND OVERSEAS OUTLAYS

Tuble 8 ut the snd of this Statement presents the domestic und overscas comporierits
of estimuted outlays in 1983-84 togethor with the sume components of actual outluys
for the years 1973-74 to 1982-83, fnformution is presonted for ench of the major com-
ponents of outlays fn nutionul accounting terms and is-based on data supplied by Con
monwealth departnients and authoritics and from central aceounting records on past
und prospective overscns transuctions, Most of the nationul uccounting categories pre-
sotited-in the Table have & domestic and overseas component.

The distinction botween domestic and oversens. transactions s bused on the effccts
of the trausuctions on the demand for Australiun resources. Domestio outlays, as
defined, uffect the demand for Australion resources whils overseas outlays do not, at
least not directly.

The overseus companent of oxpenditurs on goods und services in Table 8 consists of

1

direct purct by the C alth from DI 1t oxcludes the wages
and saluries of Australin’s overseas posts und the pay and allowances of Australiun de-
fence forces stationed , but includes other expenses of the oversens establish-

ments and defence forces; while the overseas personnel may be puid in foreign currency,
their wages and salaries or pny and allowances.are included in Austration GDP, This
treatment thus roflects the fact that the payments are In respect of Australian man-
power resources, whether the personnel are stationed at home or abroad,

While the major part of transfers overscas does not directly affect domestic de-
mand, there is a significant component which has an impnct on the domestio cconomy,
For example, patt of the transfers made to overseas countrics and internutional organ-
isations under the aid program is used to purchase Australion goods and services,
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The major components of oversess outinys are defence and aid:-expendituré and
interest paid. Of these, overseas defence expenditure has been somawhat more variable
than the others. It declined: markedly in. 1981:82 due: to the:deferment-of certain
planned expenditure so.that overseas outlays were.a smaller proportion of total outlays.
in:that year than at any time since 1976-77. The proportion increasod in 1982-83, and is.
expected to remain at a similar level in 1983.84, largely as‘a result of increases. in-
interest payments and defence expenditure overseas in both years,

BUDGET RECEIPTS
Detsils of Commonwealth. budget receipts for the period' 1973-74 to 1982-83,

together with the 198384 cstimates, are shown in Table 9 at the end of this Statement.
The aggregate figures are given in the table below.

Budget Increascon ' Real Proportion

feceipls  previods year increase{a) ofGDP

Sm % %

197314 ., .00 e, 11950 259 108 233
1924278 ., ., . P 15291 280 Sl 248
1975-7%6 . . ., .., e 18294 196 26 251
1976-77 ., . . .. R 21404 170 5.2 25.7
197-78 . o 0L v e e 2407 9.5 8] 9
1978-79 v 25558 9l 23 250
1979-80 . . ., ..., 29627 159 52 258
1980-81 . e . 35182 187 7 269
1980-82 v . . v L0 40790, 159 3.7 276
198283 . . . . . . . i 4509 9.4 -2 27
1983-B4e) . . . . . ... 48342 86 0.6 270

L i ipts divided by i inthe implicit price deflator for non-farm GDP,

(¢) Budgetestimate.

The following table illustrates the changing significance of the. major receipts
categories over the period, both as a proportion of GDP and as collections per member
of the labour force in constant price terms.

Collections per member
Coltection as of the labour force
proportion of GDP in constant prices
1973-4 1982-83  1973-T4(a) 1982-83
% % s ]
CustomsDuty . .+ o+ W v 1.2 1.3 m 303
Crude Oiland LPG - 21 — 493
OtherExcise: . . « . . . . 30 21 kiks 489
SalesTak . . . v v v v vl v L 22 a4 503
Income Tax: . ’
Individuals(net). . . « . . .« 004 10.7. 143 2516 3312
Companies s 30 ‘896 696
¢ recei 2.1 2.7 632 622
TOTAL RECEIPTS

233 71 S4B 6419

(a) Gross non-firm product deflator used to inflate to estimated 1982.83 prices.
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ipts i from 23,3% of GDP-in 197374 to 27.7% in 1982-.81 The r_atio
incmcedk'em!’i:c::::;ﬁ of the period except 1978-79. The gverall .increase in the rat'no-—r
over 4 percentage points—was very largely concentrated'in the increase in the ratio cl:
personal income_ tax to-GDB, from 10.7% in 1973-'{4 to 1:1. 3% in 1982-83. The on o();
other.major receipt category to increase significantly in relation to GDP over the peri
was the crude ol and LPG levies, introduced in 1975-76.
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Major Categories of Budget Receipts as Proportions of Total'
Budget Receipts — 197374 to 1982-83

% of Total % of Total
Income tax - Individuals 55 55

1 R —

50 | ___j—' Lso
45—t} L 4s
0] o . .40
35 L35
304 i ' .30
54 . . ‘ i : : L 2§
20 . ' ’ L 20
15| : Lis
10 ' Lo
34 ) ' Ls
Income Tax — Companies 20 4 20
54 —t+— Lis
10l 1 I F— |0
s Ls

Oiland LPG Excise Duty 10

Other Excise Duty 15, : 15
{0 |10
Customs Duty 10, 10

g ’
Sales Tax 10, 10

54 g i 5

3 d 3

Other Receipts {a) 15, 15
10 . 10

s ‘ I | l s

1973-4 1982-83

(a) Other General Taxation (Payroll Tax, Departure Tax, Estate Duty, Gift Duty, St
Duty and Other Taxes, Fecs and Fines), Interest, Rent and Divide{ds.’Nel ‘lllzccip“l:‘p
o LoR3.33 i ncgory also s proceds fom e e
., this category also includes pi fromthe special tax to recoup C ivisi :
T(UCT) Assessmenl Act) and the Bank Account Debits tax: P Company und Division 7 ta (he
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Revenue from the crude oil and LPG levies grew rapidly from their inception in the
197576 Budget to-a peak in relative revenue importance in- 1980-81, when they
accounted for almost 9% of total receipts, The growth resulted mainly from changes in
the levy arrangements and substantial rises in the price of Saudi Arabian marker crude
and, consequently, in Australian import parity prices. From 1975-76 to 1977-78 growth
in excisable. production also contributed to revenue growth but since that time the
excise base has contracted. Since 18 August 1976 the crude oil levy has applied only to
production of ‘old’ oil (di 4 before 14 September 1975), The levy on naturally-
occurring LPG applics only to fields in production by 16 August 1977. The yield of the
levies will therefore tend to decline through time in the absence of oil and LPG price
rises, The movements in the marker crude price, the import parity prices and the levy
have been detailed in an Appendix to St No. 4in the Budget papers for 1979-80
and 1980-81.and have beenupdated in Appendix V to this year's Statement No. 4.

In 1981-82, revenue growth from the levies tapered off markedly duc toa period of
relative stability in the marker crude price, and a decline in production of excisable oil.
In'1982:83, despite a fall in the US dollar price of marker crude, exchange rate depreci-
ation edged up import parity prices and collections from the levies held approximately
constant in real terms, Under present taxation polici can be expected to de-
cline in future years, barring a major jump in world ol prices. Details of receipts from
the crude oil and naturally occurring LPG levies are set out in the table below.

Revenue from Inceeass on Revenueas Proportion
Crude Oil and’ Previous —————
LPG Levies Year. of GDP of Tolal Receipts
$m % % %
1975-6 264 na; 04 14
197677 34 303 04 16
1977-18 476 384 0.5 20
1978-19 §227 157.8 12 4.8
1979-80 2270 850 20 7.7
1980-81 38 369 24 8.8
1981-82 3163 1.8 21 18
1982-83 3486 102 22 78

The relative contribution to receipts.of the traditional excises (on beer, potable
spirits, tobacco. products and refined petroleum products) and of the related customs
duties on imports of these products, has been generally declining for a number of years,
primarily because the rates of duty are st in dollar terms and have been increased in-
frequently and by amounts insufficient to offset erosion in'real rates by inflation.

The following table shows the nominal rates of excise duty for the major commodi-
ties, and the effects of inflation on real rates, since 1973-74.
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Real and Nominal Rates of Excise Duty

e Potable L.
cer Spirits Cigaretles Motor Spirit
{8litre) (5/ital) () ($/kg0baccd) (eentsylitee)
nominal. real (5) nominal: real (6) hominal real(s) nominat real (0]
1923-4 ..., 0.253 0.253 6.80 6.30 14.00 14.00 4.905 4.905
197475 . . .. 0253 0208 935 768 16l 1322 4905 407
1975—76‘ e e 0394 0277 10.21 19 19,36 13.63 4,905 3454
1976-77 e e 0394 0.249 10.21 646 19.36 1225 4.905 314
1977-78 . ... 0394 0.230 02 597 19,36 132 5.155. .015
1978-79 Ce e 0.520 0.285 18.75 10.28 2475 13.57 5155 2826
1979-80 e e 0.520 0.260 1875 - 938 875 1238 5455 2578
I980—81 [N 0.520 0.236 18.75 8.51 24,75 11.23 5155 2339
1981—8.‘ P 0.520 08241 18.75 7.61 24.75 10.04 5155 2092
1982-8% ., ., 0.600 0218 18,75 683 29,70 10.82 6.155(c) 2.241

THE BUDGET DEFICIT

The following table shows the overall budget deficit in relation to GDP since
1973-74, together with estimated domestic and overseas deficits and surpluses.

{a) Ratefor whisky used as an illustration.
(4) Dellated by the non-farm product deflator, 1973-724=100,

(€) The tate increased to 7.155 cpl from 1 July 1983 representing the second part of ‘a two stage increase, the.

proceeds of which, net of rebates, will be allocated to a trust fund to finance the Australian Bicentennial Road
Development Program.

. Revenue from the traditional excises in nominal terms an'd deflated by the implicit
price deflator for non-farm GDP is shown in the following table:

Traditional Excise Receipts

Revenue as Proportion of:

Current 1973-74
prices pricesta) . GDP Total Receipts:
$m $m ®

L7225 X RN 1585 1555, E uf:r
1974.75 1729 1420 28 13
1975-76 2068 1456 28 13
1976.77 2141 1388 26 100
1977.78 2258 1320 25 96
1978-19 2618 143 26 102
1979-80 2695 1348 23 9.1
1980-81 2728 123 21 77
198182 2830 114y 19 69
1982-83 330 1209. 21 75

(@) Dellated by the non-farm product deflator, 1973-74 100,

The excise tax measures announced in the Budget are a direct response to these:
trends and should ensure that they do not continue.
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C Ith Budget Resul
{+Surplus, —Deficit)

Totalas
Propostion
Domestic Overseas Total of GDP
Sm $m $m %
WM .. e +225 —504 =219 0.5
[ L ~1927 —618 —2545 4.4
197536 o« v v v e 0 o e ~2855 ~712. —3567 49
W17 .. ~1 844 ~375 -279 33
197218« o v o e e ~2339 -972 =331 37
[ 2 -2237 -=1220 ~3457 34
1979800 . v ..o e e e ~567 —1467 —2034 18
198081, . . . . .00 +447 ~1'556 -1109 08
198182 . . . .0 Lo e +920 ~1468 ~548 04
198283 . . .. 00 o —2482 ~1991 ~4473 28
1983-840e) . . . . . v . ~5744 ~2617 -8 364 a7

(¢) Budget estimates.

The budget deficit is often taken as a summary measure of the overall cconomic im-
pact of the budget; it does provide a of the fi ial bal of budget trans-
actions (i.e. the government’s borrowing requirement) and hence the budget’s direct
impact' on' monetary conditions. There are, however, clear limits to what a single
measure can convey of the variety of cffects the budget has on the economy, notably,
but. not exclusively, effects on i fexpenditure flows directly, on liquidity and on
expectations and confidence, Neither the deficit, nor any other single measure, can
serve as a wholly adequate indicator of all these effects. It is also important to recognise,
as'discussed below, that the budget deficit is only part of the total deficit of the Com-
monwealth sector which-in turn is only part of the overall Public Sector Borrowing
Requirement.

The direct income /expenditure effects of the budget can be more clearly identificd
by distinguishing between domestic and overseas transactions: The basic rationale for
this distinction is that government payments made overseas do not add directly to dom-
estic incomes nor. to the demand for locally produced goods and services, while govern-
ment pts from' i total receipts without withdrawing pur-
chasing power. from the domestic private sector. In the table above, overseas
transactions have been netted out to arrive at estimates of the domestic and overseas
deficits/surpluses.

From a monetary perspective, the domestic deficit measures the budget’s immediate
contribution to liquidity in the economy; the overseas deficit. does not contribute di-
rectly to the money creation process. That said, the overseas budget deficit does con-
tribute indirectly to money formation by setting in train forces (notably downward
pressure on the exchange rate) that work to generate an offsetting surplus on private
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sector external transactions, which in turn contribiites-direct! foi
\ ly to money formation, It
follows that l':oth‘the domestic and the overall budget deficif are relevant to an assesi-
;:’r;tl :f the m"i;lcht of ;iml policy on monetary conditions. Which measure receives
inence will. depend upon the purpose.of the analysis, its tin ir-
cumstances of the cconomy, . Yol s e frame, and the et

THE BUDGET AND THE PUBLIC SECTOR AS A WHOLE

The Commonwealth Budget is only part~albeit an important part—of the pliblic

secto! 3 it i i i i
diagr; :‘s a whole. The composition of the total public sector is shown in the following

TOTAL PUBLICSECTOR
|COMMONWEALTH STATE AND
SECTOR LOCAL SECTOR
STATE
 GOVERNMENT [_'
COMMONWEALTH T STA
OMMONWEALTH STATE TE
NON-BUDGET NON- LocaL
IgUDGET AuTHORITIES BUDGETS AUTHORIIES | | GOVERNMENT

This section outlines briefly the linkages between the Commonwi
: ealth Budget and'
the qther parts of the public sector and indicates some broad trends in the publig sector
and its main components over the past decade,

COMMONWEALTH SECTOR

Tabl.es 10 and 11 at. the end of this Statement set out, in national accounts form,
tmnsac.tlons of the Commonwealth non-budget sector and total Commonwealth secto;
respecuvely‘ for the period since 1973-74. The total Commonwealth sector comprises
thet ion: o_f the Cc Ith Budget and of those Commonwealth authorities
that‘op_erfne outside the Budget. Non-budget authorities include.the Australian, Postal
C.ommlssxoq. the Telecommunications Commission (Telecom), the Australian Ship-
ping Commission, the Australian Wool Corporation, Qantas and TAA. Further infor-
‘mauon.on‘tl‘w coverage of the budget sector and the Commonwealth non-budget sector
is.provided m_the Appendix.to the Budget Statements. The data-in Tables 10 and 11
have been derived.from information provided by the Australian Statistician in Budget
Paper No. 10, adjusted for some ptual differénces.

The following table consolidates the transacti (
momwealin e faote consal sactions of the two elements of the Com.
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1 The foliowing table consolidates the transactions of the two elements of the Com-
monwealth sector for 1982-83,
Consolidation of C: Ith Government Budget and Non-Budget
Sub-sectors—1982-83 (§m)
Transfers
Budget  Non-Budget between Con-
Sub-sector Sub-sector Sub-sectors solidated
Outlays—
Netexpenditure on goodsand services 10441 1948 - 12389
Transfer payments—
Interestand dividends etc. paid—
to Budget sub-gector PP — 784 184 —
toothersectors . . . . . . o 338 339 —_ 3IN?
Income tax paid to Budget sub-sector — 37 37 —
Othertransferpayments . . . . . 33458 48 - 33506
Netadvances——
tonon-Budgetsub.sector . . . . . 611 —_ 611 —
toothersectors . . . . . . . 1049 154 - 1203
TotalOutlays . . . . . . . 48937(a). 33l0 1432 50816
Receipts—
Taxation—
Income tax from non-Budget sub-sector 37 - 37 —
Othertaxation . . . « + o .+ 40798 3 - 40801
Interest, rent and dividends, elc.—
fromnon-Budget sub-sector . . . 784 — 784 —
fromothersectors .+ . . . . . 2137 m - 2308
Gross income of publicenterprises . . . 700 1.843 — 2543
Netsalesof existingassets . . . . . . 9 -3 - -24
TotatReceipts . . . . . . . 44 465(a) 1984 821 45628
Deficil financed by~
Net advances from Budget sub-sector . — 611 611 —
Other . . . . . 4 o P 4473 kit — 51188
TotalDeficit . . . . . . . 4473 1326 611 5188

(@) Inthis table, purchases of existing asscts have been included in ‘Net sales of existing assets’ on the receiptsside,
because complete data on the purchasesand sales of assets by the non-Budget sub-sector are not available,
While the Budget accounts for the vast bulk of Commonwealth sector outlays and

receipts, non-budget sector transactions make important contributions in certain-areas.

In particular, about three-fourths of Commonwealth direct capital expenditure is

attributable to non-budget authorities, most of it to Telecom. Until the mid-1970s,

almost all capital: expenditure by non-budget authorities was financed by advances

from the Budget and by the authorities’ internally-generated funds. Since 1976-77,

however, a number of these authorities have undertaken substantial borrowing

programs on their own account to contribute to the financing of:their capital expendi-

tures; for some, use of internally-generated funds has also increased significantly. As a

cansequence there has been a substantial decline since 1976-77in the proportion.of the

non-budget sector deficit being met by advances from the Budget—although that. pro-
portion has increased markedly in the last two years.
Movements in stocks (especially of the Australian Wool Corporation) accounted

for & large part.of the year-to-year changes in the non-budget sector deficit in 1974-75

and 1978-79. Apart from these years, the non-budget sector deficit remained fairly

steady in money terms over the decade but increased noticeably in 1981-82 and:
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1982-83, In. 1982-83, the trangpoit suthorities: in i made on
" £-923,-the trans ] g partlculqr ‘substantial.calls of

the B_udM. Caplul and like payments to ANL, Qan a T { ling v
rovi : - . ¢ A m.ll and TAA totallmg $265mwere

Total Commonwealth Sector Deficit.(a):

Towl G o
ommonwealth
B Non-  Commonwealth. Secwt?ru
udget Budget Sector  Proportion of GDP

m Sm sSm'
45 S 29 525 9 o
torers Ll 2546 1054 2514. i
s S 3567 631 3532 48
BeTr L 2719 618 3030 36
s SRR 331 640° 3852 43
A 3457 226 3618 33
1975-80 L 2034 537 246, 21
198182 . ... .. .. 'S Sa 168 o
198283 . ... .. .. 4413 1296 ;?gg 3

(a). Thedeficits of the non-budget sector have been fi
:1’2?‘ advances are classified in the Budget as :b'o’:lo:?lrrn: o |dy|nce:‘:':o m'x.):erlzu o
icit differs from the sum of the two component deficits. wtor

TOTAL PUBLIC SECTOR

The transactions of the Commonwealth sector ca idated wi
n be consolidated with those of the
State and local government sector to derive transactions of the public sector as 2 whole.

These consolidatéd transactions provide summary indi i
.t ind )
mand for real and financial resources.  indieators 9f 'IOta_l public ector de-

4

Outlays, - - : .
“The following table-and chart show outlaysasa proportion-of GDP for the public
sector as a whole and for each of the two main government sectors. .

__ Public Sector Oittlays as a'Proportion of GDP (a){b)fe) _
Commonwealth  StateandLocal  Total Public

Sector (4) Sector Sector

% % %

1973-T4 . v v o o 0 e e e e e e e e 246 16.6 316
1974-75 . o v v o 0 e e s e e e e 29.4 194 ki3]
197576 . . . . - e e e 306 201 379
1976-77 . . . o v . . . - 302 200 382
1977-78 . o o o 0 e e e et . 311 209 39.6
1978-79 . . . . e s s P 29.5 203 380
1979-80 . o . e b e e e e v e e e 289 200 317
1980-8F . . . . o .- . G e e e e s 28.9 203 381
POBE-82 . . v b e e x oo e n e u e ey 253 202 388
1982-83 . . 4 . s e e e e e e e o s ¢ 318 22 426

(a) Outlaysof the public sector as awhole are less than the sum of the Lwo comporient scctors because, on consoli-

dation, trarisfers belween sectors are netted out; je grants and advaiices from the Comronwealth to the State
and Jocal government sector, and payments of interest { iminated,

(b) In this table and those that follow, data afe not always completely comparable from one year to another on

account of factors such as changes in funding arrangements, shifts in responsibility for certain functions be-

tween levels of g and changes in For example; from 1978.79 the Northern Ferritory is
treated as part of the State and local goverament sector; before then it is treated as part of the Commonwezalth
seclor.

{¢) Ifadjusimentis made for sale and leasc-back ions with the p the estimates for 1981-82and
11982-83, the years principally affectcd, are increased by the following amounts: for the Commonwealth scclor
by approximately 0.2and 0.1 p points respectively; for State and local sector by approximately 0.7
and 0.5 percentage points vespéctively; and for the total p i by imately 0.9 and 0.6 1
poinis respectively.

(d) Figures for the Commonwealth sector used in deriving this and the foilowing tubles differ from those appearing

carlier in this Statement and in the tables at the end of this Statement in respect of the treatment of some items,
eg primary industry charges, in order that figures may be on the same conceptual basisas data for the Stateand
Tocal g seclor whichare derived from ABS
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Public Sector Outlaysasa Proportion of GDP

44

421, Total:
Public

40 Sector

381
361
34

Commonwealth.

21 Sl:l!e

1 5 and Local
» Sector
18

164

¥ T T T T t
197374 1974-75 1975.76 197677 1977.78 1973-79‘ 197;-80 1986-31 1981.82 1985~83

Total public sector outlays in the table above comprise final expenditure on goods

and services as well'as transfer paymeitsand net advances by the publi
sectors of the economy. ¥ e pibllossctor o ather

Expenditures on goods and services represent direct claims on the real resources of
the economy. Transfers and advances to and from the private sector influence the pat-
tern and‘lcvel‘ot.‘ aggregate demand. These influences occur both through the payments
made to the. private sector and through the funding of those paymcms by taxation
am:l/or government borrowing; in terms of their impact on governments” funding re-
quirements, however, transfer payments and advances by governments are no different
fr9m ﬁnal expenditure by them. Thus, the total levels of public sector outlays have im-
plications for the availability of resources to the private sector.

With respect to advances, the qualification needs to be made that their impact on
governments’ future funding requirements will differ from that of final expenditures-
and transfer payments because they inwvolve. the creation of financial claims.on other
sectors of tl}c cconomy which will be.serviced by way of interest payments and will, at
some st.age in‘the future, be repaid, However, unlike government transactions in ﬁn;n~
cial Clﬂlm.s for purposes of: 'y or debt , ad (cg loans for wel-
fare housing) are included in outlays since they are undertaken to pursue various public
program objectives and give rise directly to expenditure by other sectors.

AlnL tEe shprt run at least, growth in total public-sector outlays will tend. (if not

by in and/or borrowing from the domestic sector) to in-
crease the aggregate demand for resources, Over the longer term, there are.implications
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for the mix of goods and services which are produced and for the fiexibility of the econ-
omy. The levels of i jated with i d government spending can also
have implications for incentives, the allocation of resources and wage demands within
the economy.

A feature of the chart above is the sharp jump in outlays as a proportion of GDP
which occurred in both the Commonwealth and State and local sectors in 1974-75.
There was a smaller jump in outlays as a proportion of GDP in both sectors in 1982-83
and, while comparable data are not yet available, public sector outiays relative to GDP
will increase substantially further in 1983-84, A good part of the increase in 1982-83
(and in prospect for 1983-84) is known to be iated with the 1 ion and, else-
where, has been classified as.‘cyclical’,

The public sector’s direct expenditure on goods and services, expressed as a pro-
portion of GDP, is shows in the following table,

Net Expenditure on Goods and Services as a Proportion of GDPla)
Commonwealth  Stateand Local “Total Public
tor

Sector Sector

N % %
1973-74 74 134 208
1974-75 8.5 16,1 246
1975-76 7.8 17.1 249
1976-77 7.6 120 246
1977-78 16 178 254
1978-79 6.7 173 240
§979-80 6.8 17.2 240
1980-81 7l 175 246
1981-82 74 172 246
198283 78 18.8 26,6

{a) Seefootnotes {b) and {d) to previous table,
A breakdown by main economic. type of public sector outlays is provided in the
table below.
Public Sector Outlays by Main Economic Type: Proportion of GDP

Net Expenditureon

Goods and Services Transfers
Net
Personal: Advances
Bencfil toOther

Consumption Capital(a)  Payments Interest.  Other(d) Sectors Total

% 3 % % % % %
197374 . . . . 130 78 64 2 1.8 04 316
197475 . L. L 149 96 ™" 21 20 09 3N
1975-76 . 158 90 88 21 1.6 06 319
1976-77 162 84 93 25 13 05 ' 382
1977-78 168 86, 35, 28 1.4 04 396
1978-19 164 77 93 30 14 02 389
1979-80 164 76 20 31 14 ol 377
1980-81 169 71 89 32 12 02 381
1980-82 . . . . 172 75 92 34 4 02 - 388
198283 . ... . 180 86 . 103 39 1.6 02 426

{a) Comprises expendi(ufe on new fixed assets and increase in stocks.
(5) Other transfer {ncluding subsidies and tcansfe
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As indicated in. this table, direct consumption expenditures, personal benefit-pay-
ments and interest payments have beeri. the: fastest growing of the major economic
categories of outlays in the public sector as a whole over the past decade. Total trarisfers
accounted for the major part of the increase in public sector outlays over the ten years;
though they still account for a considerably smaller proportion of the total than net
expenditure on goods and services. The preceding table shows that most of the increase
in the latter has been concentrated in the State and local government sector.

The composition of total outlays differs markedly between the Commonwealth sec-
tor and the State and local government sector. Expenditure on -goods and services
represented less than a quarter of total Commonwealth outlays in 1982-83, but made
up 85% of outlays of the State and local government sector. More than: 70% of direct
public sector demands for goods and services derives from State and local government,
while almost 90% of total transfer payments from the public to the private sector is pro-
vided'directly by the Commonwealth,

The difference in composition of outlays by sectors reflects the differing Consti-
tutional and traditional responsibilities of the various levels of government. To a lesser
extent it.reflects the funding of a large proportion- of State and local government out-
lays by payments from the Commonwealth; around 40% of total Commonwealth trans-
fer payments in 1982-83 comprised grants to the State and local government sector,

Receipts

Over the decade to 1982-83, the bulk of total public sector receipts has been Com-
monwealth budget receipts, of which the dominant component has been personal in-
come taxes. The following table shows trends in major public sector receipts as pro-
portions of GDP,

Public Sector Receipts as a.Proportion of GDP

Commonwealth Sector Stateand Local Sector
Grants from Own

Income Taxon Common- Revenue ‘Total Public
Individuals Total wealth Raising Total Sector(a)
m @) [&)] “@ ) (OF
% % % % % %
973-74 . ., 107 239 6.7 75 . 14.2 300
1974-75 , ., . 125 253 84 15 159 31:5
1975-76 . . . ., 127 258 9.7 7.8 17.6. 24
19%6-77 , ., . . 133 26,6 9.2 8.0 17.2 333
197718, . . ., 134 268 9.7 8 17.8 336
1978-79 , . . . 125 260 94 78 1.3 325
1979-80. . 130 26.8 9.3 80 17,3 336
1980-81 134 27.8 9.2 8.0 17.2 346
1981-82 ., f 143 285 8.9 82 17.1 35.6
1982-83 . , , . 14.3. 286 9.5 88 © 183 36.1

{a) Netof all transfers between Commonwealth and State and local i
colum () sy etwten Cor Stalc and government sectors, Column (6) is equal.to

Public sector receipts have increased fairly consistently over the. past decadé and by
1982-83 represented a significantly higher proportion of GDP—6 percentage points
higher—than at the beginning of the period, Most of the increase. was in the Com-
monwealth. sector, comprising in large patt growth in income taxes on individuals, in
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particular PAYE. Commonwealth grants to the State. and local government sector
ingreased sharply in.the years 1973.74 and 1974-75 but then declined marginally, as a
proportion.of GDP, up to 1981-82. That decline is more marked if advances from the
Commonwealth (treated as a financing item for the State and local government sector),
in.addition to grants, are taken into account. The State and local government sector’s
own revenue raisings, expressed as a. proportion of GDP, remained fairly steady over
this period. In 1982-83, however, both. Commonwealth. grants to State and local
authorities'and, notwith ding the effect of dep d activity on collections, the lat-
ter’s own revenue raisings increased significantly.

The Deficit and Public Sector Borrowing Requirement (PSBR)

The -public sector deficit or PSBR comprises the deficits of the Cc Ith-
budget and non-budget sectors, which have been considered above, and of the State and
local government sector.

Traditionally, the Statc and local government sector has financed most of its deficit
by way of advances from the Commonwealth and by Loan Council approved borrow-
ings of semi-government authorities. Advances from the Commonwealth budget are
classified as an. outlay in the Commonwealth accounts.and hence contribute to the
Commonwealth budget deficit (and help finance those of the other sectors). Conse-
quently, in the text and table that follow, the deficit of the State and local government
sector should be und, d as net of Cc Ithad , indicating the residual
borrowing requirement of the sector..

In the past several years, State and local authorities have gained increased access to
financial markets beyond Loan Council approved borrowings. Traditional sources of
short term finance, such as promissory notes and trade credit. have been utilised to a
greater extent, as have financing techniques such as leasing, designed to lessen the initial
cash impact upon the authorities concerned..

Furthermore, at the June 1982 meeting of the.Loan Council, the major electricity
authorities were freed from Loan Council borrowing constraints. Given that the elec-
tricity authorities are the largest undertakings (in terms of investment) of a quasi-
commercialtype in the State and local government sector, and that theyare heavily re-
liant on borrowings to fund their. capital programs, this measure represented a
significant easing of financial controls-over the State and local government sector as a
whole. In 1982-83, conventional longer-term borrowings by these authorities rose to
$2 612m, some 122% above their level in 1981-82.. Even after allowance for the like-
lihood that the electricity authorities made considerably less use of off-program financ-
ing (such as short term:borrowings) in 1982-83, it seems beyond question' that' their
increased borrowings overall made a large contribution to the sector’s increased. bor-
rowing in 1982-83, .

1982-83 saw a continuation of the trend towards increased State and local govern-
ment sector deficits (expressed as a proportion of GDP). that has been evident since the.
mid-1970s. This-occurred despite the growth in the sector’s receipts (grants from the
Commonwealth plus own revenue raisings) noted. above and reflects a rapid rate of
growth of State governmerit spending in 1982-83. ) )

While the ovcri'l,m in the 1982-83 Commonwea!t,hzbl'xd_get deficit still left the latter,
as a proportion of GDP, significantly below the levels of 1974-75 to 1978-79, the total
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public sector deficit in 1982-83 (again asa proportiori of GDP) was significantly higher'

('at 6:4%) than its levels in the middle and late 1970s, The reason for this was the expan-
sion in the deficit of the State and local governient sector.

In the years up to 1982-83, the growing deficit of the State and local government
sector could be attributed, at least in part, to some restraint on the growth in Com-
monwealth assistance. That was-less true in 1982-83, Morcover, while receipts in the
Sta‘te an§ l.ocal government sector are to some extent sensitive to. fluctuations in econ-
omic activity, they are significantly less.so than Commonwealth budget receipts, The
same can be said for outlays of the State and local sector. It appears, thesefore, that the
major factor accounting for the growth in the total deficit of this sector, especially in
1982-83, has been growth in discretionary expenditures,

Public Sector Borrowing Requirement (Public Sector Deficit)

Levels Proportions of GDP(5)
Commonwealth Commonwealth
I — State —_— State
Budget Non-Budget:  and Local Total: Budget' Non-Budget andLocal  Total
() (a) () (@)
S $m m Sm
1973-74 . ., 279 74 457 812 0?; 07: 0?; lvg
197475 ., | 2546 -30 925 3440 4.1 =0. 1.5 56
1975-76 . ., 3567 ~38 450 3979 49 -0 06 55
1976-17 . ., 2719 310 1022 4052 33 04 1.2 4.9
1977-18 . . . 3341 541 1616 5467 37 0.6 1.8 6..1‘
1978-19 . . . 3457 161 1926 5545 34 0.2 19 54
1979-80 ., . . 204 423 2248 4704 18 04 20 4‘1
1980-81 1109 360 3175 4645 08 0.3 24 3.6
1981-82 . ., 548 539 3769 4856 04 0.4 2.5 33
1982-83 . . . 4473 714 5182 10370 28 04 32 6:4

{a) Because the deficits of the Commonwealth non-budget sector and of the State i
; t and local sector
patt by advances from the C ‘budger, the b ing requi of those scclors‘:ir:e';l':;:g ll:
that extent. The figures shown here are net of these advances, to indicate the residual borrowing requirement of

® (]hros:uclors.
adjustment is made for sale and | back with the pri the cstis :
ngDP for 1981-82 and 1982-83, the years princi aﬂ'cc::d.‘"c i d by the followi ot : for the.
and local budget seclor by approximately 0.2 and 0.1 percentage points respectively; for the State
nd local mm:,bgnndos 0.7 and 0.5 3 points respectively; and for the total public sector by

COMMONWEALTH FINANCING TRANSACTIONS

Longer term t.rends in the Commonwealth’s financing transactions are considered

l;lelovsv. An.analysis of the financing of the 1982-83 Budget is provided in Statement
0. 0.

Table 1 below Pl:ovid‘es-a summary of Commonwealth financing transactions over
the past de.cade, divided into domestic and overseas components, Domestic finaricing
has been dls'aggregated' by sector. Querseas financing has been disaggregated to show
currency of issue. Table 2 provides a disaggregation of domestic financing according to
type of security..

Domestic Financing

Since 1973-74 domestic financing: has been effected’ mainly. through the issue. of
Commonwealth Government Securities (CGS) to the non-official sector (the official
sector comprises the: Reserve Bank and the authorities. within the Commonwealth
Government budget sector), In 1980-81 and 1982-83, sales of CGS to the non-official
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sector exceeded net domestic financing requirements, resulting in a reduction in the
C 1th’s indebted, to the Reserve Bank (by $1643m in1982-83). During
the remaining years covered by the table the Commonwealth was a net borrower from
the Reserve Bank.

The non-official sector has purchased over 80% of the increase in the.
Commonwealth’s domestic debt in the last decade. (As discussed in Statement No, 5,
Commonwealth financing from the Reserve Bank is ultimately financed by a rundown
of the Bank’s holdings of external reserves and /or an increase in the non-official sector’s
currency holdings.) On average, slightly more than half of this increase has been taken
up by the four main ‘captive’ holders of CGS—the trading and savings banks,
authorised short term money market dealers and life insurance offices. From 1976-77to
1981-82, the ‘other non-bank’ group, which includes the household sector, made 2
generally declining contribution to the Commonwealth’s financing requirements. This
trend was reversed:in 1982-83, with a substantial take-up of Australian Savings Bonds
(ASBs) by the household sector.

Treasury Bonds have borne most of the domestic financing task over the last decade
(see Table 2). During that period, three different marketing techniques have been
successively employed: the cash-and-conversion system was replaced in April 1980 with
the tap system under which bonds were continually on sale at yields varied from time to
time by the authorities; and the tap system was in turn replaced in August 1982 by the
tender system, whereby the authorities determine amounts. offered and the market
determines yields.

Notwithstanding the dominance of Treasury Bonds, other securities have made
major contributions to domestic financing in certain years. There-were substantial sales
of ASBs following their introduction in February 1976 at an attractive interest rate.
ASBs contributed over $1000m to the domestic financing task in 1975-76, most of these
sales occurring,in February and March 1976, However, after more modest (but still
positive). contributions from ASBs in the-following four financial years, there were net
redemptions totalling over $1000m in 1980-81 and 1981-82, The ASB again became
attractive in 1982-83 in-a general climate of falling interest rates and there were net
sales of $2390m. The non-official sector's holdings of ASBs stood at a record $4709m by
end-June 1983, Treasury Notes are designed asa 1 fi ing instrument to assist
the non-official sector offset the seasonal variation in the budget’s contribution to
domestic liquidity. Ideally, net sales should be high in the early part of the financial year
when the budget deficit is seasonally high, and there should be net redemptions in the
latter part of the year to cushion the impact of large provisional and company tax
payments, Although Treasury' Notes have usually accomplished this within-year
financing task effectively, they have also on oceasions contributed significantly to the
full-year-domestic. financing requitement—a task for which they were not intended.
Net Treasury Note sales contributed over $1000m to the domestic financing
requirement in each of 1974-75, 1978-79 and 1980-81. The overall result has been a,
considerable build-up in the stock of Treasury Notes outstanding, from $425m in June

1973 t0 $3636m in June 1983.

Overseas. Financing
Overseas borrowing by the Commonwealth is undertaken for external economic.
policy considerations since borrowing from the overseas sector adds to our official
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reserves. and can assist' external management Commonwealth borrowing. overseas
simply adds to the Ci Ith’s cas at the Reserve Bank and. hence,
unlike domestic borrowings, does not directly affect the liquidity base of the domestic.
non-official sector.

In recent years, sizeable net overseas borrowing by-the Conimonwealth has only
been: undertaken when external reserves' were depleted,, notably in 1977-78 and
1978-79. Reflecting the borrowing build-up in this period, there was a marked increase
in debt repayments a few years later. Thisincrease became evident in 1981-82 and will
become more marked in the current financial year, when repayments are expected to be
around $800m.

As mentioned above, overseas borrowing by the Commonwealth is.not-undertaken
specifically to assist in financing the budget deficit; even the overseas component of the
overall budget deficit is normally only partlally covered by ‘net overseas. bon'owmg
Generally, the overseas budget deficit is.fi indirectly, With the C 1
selling more securities domastlcally than its domestic- budget deficit, thén- (all. othcr
things equal) domestic liquidity is reduced. and private capital inflows increase. In
effect, the resulting contribution to external reserves is used, at least in part, to finance
the overseas deficit.

As is evident from Table 1, overseas loan raisings have been mainly undertaken in'
US Dollars, Deutsche-Marks, Swiss Francs and Yen (incliding Euroyen).

Overview

From a debt management point of view, it is of some concern-that around 40% of
the net increase in CGS holdings by the non-official sector in the past decade has been
in the form of the very liquid Treasury Notes and, to a perhaps lesser degree, ASBs.
Also, a tendency has developed toward the issue of much shorter bonds than a decade
ago, resulting in a very considerable shortening in the average maturity of Treasury
Bonds, and total C calth debt, ding. The ge period to maturity of
Commonwealth debt in June 1973 was almost ten.years; by December 1982 (the latest

month for which-data are available) this had fallen to a little over four years, This has.

meant that the ‘roll-over’ task has become more acute in recent years. For example, at
30 June; 1973 the value of CGS due to mature in the following financial year was less
than $1600m (or around $4700m in June 1983 prices); the. comparable figure for 30.
June, 1983 is around $6500m. Moreover, while only a small proportion of the stock of
ASBs is due to mature in 1983-84, alt ASBs can be redeemed at one month’s notice.
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APPENDIX TO STATEMENT No. 6
MEASURES OF PUBLIC SECTOR BORROWING

Two measures of public sector borrowing are considered herein, One is the Public Sec-
tor Borrowing Requi| (PSBR), defined as the public sector deficit. This measure
is most often used to identify the components of public sector borrowing by level of
government; that is, to identify and aggregate the various ‘deficits’, The other is referred
to as Net Borrowing by the Public Sector (NBPS) and is often used to illustrate public
sector borrowing in the context of borrowing and lending by the other major sectors in
the economy. The purpose of this Appendix is to provide briefly:

* anexplanation of the differences between the two measures;

¢ anindication of the uses of each; and

e areconciliation of recent estimates of the two measures,.

The two measures arise because of different accounting conventions, The PSBR reflects
what might be termed budget accounting practice, as used by the Department of
Finance in preparing the Commonwealth’s accounts. The NBPS reflects national ac:
counting practice, as used by the Commonwealth Statistician in the preparation of the
National Accounts.

One difference between these accounting practices is the timing basis of recording
t ions. Budget ing reflects a.g or cash timing basis, where trans-
actions are recorded when payments are made or received, National ing reflects
an economic or accruals basis, where transactions are recorded when goods are
delivered or when income is earned.

The treatment of pre-payments on oversecas defence purchases provides an example
of the difference between the two ions, Such pay are included as expendi-
tures in the PSBR measure when they are made, while the NBPS does not record such
payments as expenditure until goods are delivered. Another example concerns the
treatment of indirect taxes, Indirect taxes are in principle ‘earned’ by the Government
at the time the relevant private expenditures take place, and this is the basis on which
they are recorded in the NBPS measure. However, sales taxes, for example, are only
paid to the Government once a month on the basis of sales during the previous month,
and it is on this basis that they are recorded in the PSBR

The cash and accruals conventions are accounting ideals which actual measures
never fully meet. The preparation of both measures is dependent on various statistical
collections from the many separate authorities included in the public sector. It is not
practicable to ensuse that each respondent adheres rigidly to a particular accounting
standard. In practice, the PSBR represents the aggregation of the data provided by indi-

vidual authorities, whose accounting practices are assumed to reflect a cash rather than:

accruals basis. It is the task of the Statistician to decide which of the myriad of adjust-
ments necessary in principle to convert the component estimates from a cash to an
accruals basis are actually worth making (or are capable of being made)..

A further and more important difference between the two measures concerns the
treatment of repayable advances from the public to-the private sector—and, where
public sector are disaggregated, between various levels of government,
Australian budget accounting practice treats such net advances as an outlay, so that an
increase in advances will, ceteris paribus, increase the deficit, However, national
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accounting practice tréats net advances as a.(negative) financing transaction and.they
thcrefqre have no impact. on. the overall. borrowing requi The i
definition of income precludes repayable advances from being recorded as an outlay (or
receipt) item in the National Accounts. However, such advances are made in the
pursuit. ot: public policy objectives (and also, in the short term, must be financed
phroqgh higher taxes or borrowings), thereby suggesting an alternative treatment along
the lines of the PSBR. This difference in the treatment of advances usually results in the
PSBR being larger than the NBPS.

National accounting conventions aim to treat all expenditures and receipts through-
out thé economy on a basis which reflects patterns of real resource usage. However, the
PSBR provides an.indication of the impact of public authority borrowing on financial
markets in'the.short term.. For example, even if defence equipment is not due to arrive
for some years, ad pay have to be fi d and this adds immediately either
to the tax burden or to the financing task.

Borrowing and lending measures for each of the other major sectors in the economy
are based on the national accounting conventions and hence the NBPS measure is-used
to illustrate-public sector borrowing in the context of comparisons of borrowing and
lending by the various sectors,

The table below provides a reconciliation of the PSBR measure and its components,
and the NBPS, for recent years,

1979-80 1980-81 1981-82  1982-83(p)
Commonwealth Budget Deficit . . . . . . . 2014 1109 548 4473
Commonwealth Non-Budget Deficit . . . , . 423 360 539 T4
Stateand Local Authorities Deficit . . , . . . 2248 ERYIA 3769 5182
PSBR . . . ... 4704 4645 4856 10370
plusDefence Adjustment . ., , .., . . ~177 74 —49 —=216
lessnetAdvances . . . . . . . . ... . 164 229 23 an
less net timing adjustment forindirect taxes . . . 30 —-38 .. e
NBPS . ., . ............ 4333 4528 4576 9783

{p) Preliminary
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NOTES ONTABLES.

Wherever possible, the definitions and concepts adopted for the historical series are
the same as those used in Statement No. 3 and Statement No. 4 (although the tables of
outlays presented here. provide less detail than do those in'Statement No. 3). To the
extent practical, historical data have been adjusted to eliminate major breaks in series;
however, some important changes affecting comparability cannot readily be removed
and are mentioned below. Major discontinuities are indicatéd in the tables where
appropriate:

Changes to both the functional and economic type classifications, which occur from
time to time, require revisions to historical data in the tables. The figures may therefore
differ in some respects from comparable figures shown in the Budget Statements in pre-
vious years, Significant changes to the functional classification are noted each year in
the Appendix to Budget Paper No. I.

The ption by the C Ith Government in 1973-74 of full financial re-
ponsibility for universities and colleges of ad d education contributed to an in-
crease in outlays classified to Education but also involved.a ing d in
general purpose funds provided to the States. Asa 3 the rate of i in
Commonwealth Government d d to education, as shown for the func-
tion Education. in 1973-74, is somewhat overstated, A similar effect occurred in
1974.75, which was the first full financial year of the new tertiary' education
arrangements,

Changes in. the operation of the Defence Force Retirement and Death Benefits,
Ministerial Retiring Allowances and Parliamentary Retiring Allowances Schemes
affect outlays for 1973-74 and subsequent years under the relevant functions and re-
ceipts under the heading Other Taxes, Fees and Fines—Unfunded Retirement Benefits
Contributions. These chang&s involved a move from funded schemes to unfunded
benefit sch The: impl ion of a new C Ith Superannuation
Scheme on 1 July 1976 gave rise to similar effects,

The scheme of Family All iintroduced'in. 1976-77 involved the abolition of'

tax rebates for dependent children and students, offset by substantial increases in fam-
ily allowances in place of child endowment. The effect of this measure was to signifi-
cantly increase the level of outlays under the Social Security and Welfare function in
1976-77, and to increase receipts from personal income taxation above what they
would otherwise have been..

On 1 July 1978 the Northern Territory became a self-governing territory. Respon-
sibilities transferred to the Ministers of the Territory from that date were mainly of a
State-type character; as were the responsibilities transferred on | January 1977, In
terms of financial arrangements, 1977-78 and 1978-79 were transitional years. During
those years the Commonwealth provided the bulk of its assistance to the Northern Ter-
ntory through global (gcneral purpose) allocations which. were récorded under the:
; g Not Al d to Functi to or for the States, the Northern
Termary and Local Government Aurhormes nec. Before 1977-78, outlays on the
Northern Territory were undertaken as direct Commonwealth outlays, rather than
payments to the Territory, and were classified under appropriate functional headings.
From 1979-80 Commonwealth financial arrangements with the Northern Territory are
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similar to.although not identical with those which exist between the Commonwealth
and the States. In place of a global allocation, the Territory receives a combination of
specific putpose and general: purpose paymem.s, the former classified to the relevant
functions and the latter to Not Al d to Fi P s to or for the States,
the Northern Territory and Local Government Authorities nec.

Grants.to the States for pensioner accommodation in 1977-78 and previous years
are recorded under Social Security and Welfare. In 197879 the scope of this scheme
was extended to allow wider eligibility and to give the States greater flexibility in the ap-
plication of the grants. In the light of these changes, grants under this program in
1978-79 and later years are now classified to the Housing function.

Outlays for 1981-82 and 1982-83 and the estimates of outlays for 1983-84 shown in.
the tables reflect changes in health funding ar Specific purpose payments in
respect of hospital operating costs. (for' NSW ch, Qld, WA and the NT, and from 1
February 1984 for SA and Tasmania), and community health and school dental ser-
vices, recorded under the function Health in previous years, have been replaced by gen-
eral purpose grants, shown under Payments to or for the States, the Northern Terri-
tory and Local Government Autkorities nec,

The changes in administrative arrangements made on 11 March 1983 have, through
the provision of data associated with new appropriation items, allowed some improve-
ments to be made to the functional classification Industry Assistance and Development
for the years 1981-82 to 1983-84, With the splitting of the responsibilities of the former
Department of Trade and R , it has b possible to isolate the administra-
tive expenditures for trade matters. These are now classified to the new sub-function
‘Assistance to Export Industries’ within Industry Assi. and Develop ee
the Appendix following this St: for further details. The administrative expendi-
ture of the ‘resources’ part of the former Department of Trade and Resources, how-
ever, is included in this new sub-finction up to and including 1980-81. For 1981-82 and
subsequent years these cxpenditures are classified to the sub-function ‘Other Economic
Services'.,

The changes to administrative arrangements of 11 March 1983 have also introduced
other discontinuities into the series. As a result of the changes some departments have
been abolished while others have had their roles altered, In accounting for this, budget
outlays and receipts have been reclassified to the gaining department. One result is that
the administrative expenditure of the former Department of Home Affairs and
Environment relating to Sport is now classified to the function Culture and Recreation..
Some administrative expenditures of the former Department of Business and Con-
sumer Affairs (which were gained by the Department of Industry and Commerce fol-
lowing changes to administrative-arrangements on 7 May 1982) are now classified to
Administrative Services—see the Appendix following this St t for further
details,

The discontinuity that existed in the tables last year, in respect of the Defence func-
tion, which resulted from ch to administrative arrang made on 7 May 1982,
has been largely rectified this year,

The tables include for the first time estimates of budget outlays in constant 1979-80
prices (Table 1) and the percentage change from year to year of these outlays (Table
2). The limitations of the methodology and of the uses which can be made of this data:
are contained in footnotes to Table 1.
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Table i—Commonwealth Government Budget Outlays 1973-74 to 1982-83 and 198384 (estimated)
(Constant 1979-80 prices) ($m) (a)

198334
197374 197475 197576 (97677 197178 197879 19930 1980-81  1981-82 196283 (estimate)
Outlays— ) ) - i ) o
1. Defewe . .. . 2668 2688 264 273 290 288 3019 321 3355 348 3361
% Ehwion ol DLooimr a0 267 2m7 280 2713 261 269 2711 2769 280
3. Heali ol DD iEe 2108 41 328 316 3181 3169 332 2364 2495 2897
‘ SomlSemmylnd\VeHne - D1 4913 6m5 7084 3060  8ess  8&6 8784 9000 9335 1139
5. - Ll o 11 ™ &5 9t a9 W3 310 m §
iUrblnlndRepmu[Dﬂeloprmnlnecandllu iron
it 289 620 s 3% 202 138 s 10 6 2 100
2 Cnllnnandkecxulm 7 39 35 36 306 28 £l 365 ED En
s
; 16 200 1sm a3t 99 3 %7 897 s a1z 110
sl 92 100 51 53 6 25 4 4 5 ]
80 1298 513 28 37 51 13 67 765 208 i
25 m 307 36 333 %4 0 31 n ® 5
7 8 % % [ 85 52 % 88 &
Y 2982 3863 2888 2015 179 18 180 2154 22 273 27
9. Genesl P Semvins—
veServioes 7 ® 75 0 8 n » 102 107 145 191
Lov, Orderand PablicSalety - - o . L1l 109 138 152 159 158 18 20 201 209 235 254
Fordign Affairsand Overscas Aid . . . . . . . 4 715 &1 654 661 6 664 678 9% % m
General andScientific Reseazchne - . . . . . . 23 5 28 o 2 251 2 25 319 319 296
ADminStralive Services. » - . 4+ o o . 4 . 37 959 912, o 951 913 925 %6 08 143 N
Toal e e e e e e 2001 25 20% 2045 2089 209 2138 2255 232 24% 259
10. Not Allocated to Function— B
Locat Government Authoritiesnee. .+ - » o+ - SS536 6015 6248 G485 6918 7208 7100 723 8022 8005 89
Public Deb Interest Ll 143 145 1% im6 198 216l 2223 2324 238 240 277
Allowance for Staff, W*m&h:ylm(Nm~
Defonce) « + @« ek n e e e - - - - - - - - - — . uo
TOTALOUTLAYS . . . . . . ... ... 2448 2925 0W0 X056 _ N7 u8s 36 329:: 33553 35675 38260
(@) Constant values and rates of change in Commonwealth Bodget outlays by funct ave been esti i i values by the implici prcedefte ornoe-faa GDY. (The frm
soctor lexe miaate disortions ari ingsin farm pri y o ) The usc of the noo-i eflator for thi purpo
eacly ; h 3 rioes which may boun e e e 3

propristed fortsownuse.

Table 2—Comm Ith G
(Pereentage changesfrom yeartoym) (a)

t Budget Outlays 1973-74 to 1982-33 and 1983-84 (estimated) (Constant 1979-80 prices)

97376 197475 197576 197677 19T-T8  ISTE-T9  1975-80  1980-81  1961-82
— 45 08 -~ 23 53 07 28 67 a2 s 22
10 91 - 23 ) o4 -13 19 20 21 25
65 13 o4 -26 - 15 08 45 -6 55 161
42 26 162 132 78 22 25 31 101 105
26’5 M -N3 =123 —M9 -B) - 36 202 “9 140
1580 149 — 74 —4LS =39 -} -6 -8 459 20
202 24 —-83 -—35 -62 07 138 3 -2 &l
-7 -m2 -1 =206 13 nt 61 #S  -103
w08 11 83 a4 —420 -6 WIS 20 100 198
94 08 —604  —453 162 651 133 50 —03 56 —1%
61 29 121 02 85 94 170 161 6 336 520
99 12s 21 108 13 -36 84 —24 —14 -6 -4
-09 25 -3 -=%2  -108 —07 29 71 39 21 12
w08 —16 9.1 2 94 —123 22 2.1 57 s 49
189 %7 107 4 =05 196 54 07 49 121 32
11 13 —16 -1l 1 o8 —04 22 30 -0l 4
80 55 02 -01 =—10 84 80 53 120 . =14
n2 106 - 49 07 ., 36 =40 13 &7 21 35 0
Total [ 135 Ts1 -38 05 22 03 20 54 0 2 49
10, NmAlloaldwFumm— he 3
Northern oy
thocitiesnee. -+« + - - -13 100 28 38 67 42 -1 19 uz -
mwmwﬁmw A L - 71 23— 65 32 .80 120 25 45 06 52 133
TOTAL QUTLAYS . . . . . . . . . . 56 198 51— 08 24 17 —0s 40 19 63 22

(a) SeefootnotetoTable 1.



Table 3—C 2lth G t Budget Outlays and Receipts 1973-74 to 198283 and 198384 (estimated) (Sm) (a) (b)
) ) ) ) 198384
197314 197475 197576 §9%6-T7  ISTT8 ISTE  1975-30  IS80-81 1962 1243 femiaic)
— d - - . - —
L Defeoce . ... ... ... ... 132 1635 1%3  21%  23%6 2616 3019 3550 414 42 52
Z oo LI IIlIIIIIIINLE 858 1663 18 2210 242 2559 2611 29% 33 3802 a2
3 LTI s47 1283 2953 2563 26% 2901 3169 360 2912 3425 4MS
4 SalSeosyawenre 1000111100 e 3m2 Sem o exr Ges sms 3w s nml wm s
5 Mowiog L oo ..o oe il 337 562 s 505 382 303 4 a8 w0 912
IS Uxhnlﬂkmna\l)ewlopmlmcandlhelinww
I m a8 265 173 126 116 m L 1% 1
Cunu:mnmmn 159 237 253 25 21 21 e w 5 9
:.
Transport cati . R 3 1291 1329 988 856 m w7 989 1% 1760 1905
Water Supply, Electricity and Gas Il 45 56 7 72 a5 6 25 5¢ 1 103 »
Industry Asiatance and D 0 0 36¢ m 123 P s13 s 2 119 1104
Labourand Empoyment - . 12 16 P 20 m by 32 m % @5 1
Other Economic Services .+ - 35 @ @ o 5 7 52 99 109 % »
T s e e e e 1451 2353 2050 1592 153 16% 10 233 235 3753 a1
9. General Public Services—
- ive Servi [ » e 53 6 75 n » uz 132 199 p2:3
& Law,Ordecand PublicSefety - . . . . . . . . ¢ 8 108 526 135 13 200 = 2% 3z k]
Foreign Asirs sad ¢ "Ll %2 a5 a5 si6 %5 o o8 74 wo s 1o
General and Scientific Rescaschnec - - . . . . . m 143 167 185 1% 2 211 314 29 o %
fveServioms . - . - . L. . Lo 4 st 58 5 33 m 25 1o 124 143 g
B T 1000 1288 1445 1616 1786 192 218 248 2885 33 3m5
10. Nok Aliocated to
hy-—xwwt«dnsms.ucﬂonhan‘rmwy-nd
s e ... 2763 3M6 446 5123 SIS 6ST3 70 TSN 9%e 1081 1238
Public Debt Interest y u2 6 %1 Te5 1511 223 2% 28 33 4133
Allmaace o Saf, Wage and Solasy Increaies (Noo-
— - - - —~ — - — — — 16
TOTALOUTLAYS . . . . .. ..... 1229 1785 20861 24123 2678 29015 31661 36290 4138 892 %723
1. Taxstion Reveou e e e a .. 0BT3 14085 16M3 1962 21346 B 2105 N M M08 MR
2 Imcrow RemlandDividends . . . . . . . . .. 045 1196 1426 1661 1834 196 203 2200 255 292  AMT
3, Nei Receipts from Government Enerprie Transactions - 9 = -3 a5 25 300 265 w0 £ 0 01
& SulcOlEMInGAMELs .+ o - 4 o u n e s e s 2 1 » E) 2 u 2 ios * £ 13
TOYAL RECEIPTS . - . . . . .. .. 1195 15351 18254 21408 23421 255% ~ 29621 3512 4070 4459 a3
DEFICIT . . o . o e .. % 25 357 2919 3311 345 26k 1108 S 44 31
{a) S o & i T ’ i

{8) SerNoteson Tables.

Table 4—Commonwealth Goverament Budget Outlays byFucnuasPrmﬁmo(ToulWOﬁhys 1973-74 t0 1982-83 and

1983—84 (uu-atel) (Per ccnt) @) B 7
) 1963-84
Function TR 19475 197576 197677 ISTITR ISTEID IS8 196081 ISHIEz 196283 (estweic)
e s 92 &5 % 29 0 55 o 100 53 o3
Bmaw TllloiiiIIiIIIIUIN % 93 .87 92 99 87 82 (1] 1 n
Heakth M Solll 77 72 135 105 101 100 100 101 (®)70 28
Social Secatysad Wetlare | - il N 23 208 20 264 213 219 27 213 E: 13 X
e Ll Dol 28 19 26 23 19 13 11 039 X 15 16
et | L 12 21 1 11 06 o4 oA o3 02 a3 o
13 3 12 1 10 10 10 11 12 11 I
21 22 61 a1 32 25 26 27 29 s 9
04 o3 03 03 02 - o1 ot 02 02 02
os 0z a1 09 as os os os o
3 ] 05 o7 03 o 13 15 1 15 13
09 9 10 10 11 L1 10 11 1.1 14 20
03 03 o3 03 03 ] 03 03 a3 2w
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APPENDIX: COVERAGE AND CLASSIFICATION OF INFORMATION IN
THE BUDGET STATEMENTS

Budget information in the Stat t panying the Budget Speech is classified in
two ways:
* an cconomic type classification corresponding to that used in the National
Accounts; and

* a functional classification,
This Appendix briefly describes the coverage of information and the basic principles

and uses of the classifications,
COVERAGE

Most of the information in the Budget Statements relates to the Commonwealth budget
sector,

The Commonwealth budget sector comprehends those transactions which are

recorded in the Minister for Finance's to section 50 of
the Audit Act 1901, 1t includes all. transactions passmg (hrough the Commonwealth
Public Account, whether ded in the Consolidated R Fund, Trust Fund or
Loan Fund,

Other transactions of Commonwealth authorities. (i.c. largely' those transactions
which are not directly recorded. in the Public Account), with the exception of
transactions of Ci wealth-owned fi ial enterprises, constitute the
Commonwealth non-budget sector.® In addition, transactions of the Defence Service
Homes Corporation and of the Royal Australian Mint, which pass through Trust
Accounts within the Public Account, are analysed in the non-budget sector, In the first
case this treatment was adopted to allow consistency in the analysis of transactions over
the period covered; from June 1975 to December 1976 the Australian Housing

poration, which operated outside the Public Account, administered the Defence
Servnce Homes Scheme,

In the case of the Mint, the treatment has been adopted b of the i g
impartance of business-type revenues from the Mint's activities. and because of
limitations on the availability of detailed monthly costings of the different types of Mint

activities,

All the transactions of Commonwealth departments are recorded in the Public
Account and are accordingly part of the budget scctor, Furthermore, many
Commonwealth authorities, such as the Australian Broadcasting Corporation, the
CSIRO and the Industries Assistance Commission, operate largely or wholly through
the Public Account; to the extent that they do, their transactions form. part of the
budget sector. Those of their transactions which do not pass. through the Public
Account (e.g. independent income and expenditure financed from that income) are
recorded in the non-budget sector.,

{a) T i of C Ith financial i which include the Rcscrve Bank, the
C ith Banking Corporation, the Australion. Industry Devel poration and the
Export Finance Insurance Corporation, are analysed in the National Accounts as pm‘l of the Financial
Enterprises Scctor,
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By far the larger part of the non-budget sector, however, consists of the transactions

of authorities which operate wholly or largely outside the Public Account; these are.

mainly business enterprises such as the Australian Postal Commission, the Australian
Telecommunications Commission, Qantas. Airways Ltd and the Australian, National
Airlines Commission. (TAA). Most of the transactions of such authorities are not
reflected in the Budget Stat There are, h T, SOme t! ions between the
budget sector and the non-budget sector. (e.g. advances from the budget to an authority,
repayments of advances and payments of interest, dividends and, in some cases,
company tax by the authority to the budget scctor) reflected in the Budget Statements.
Information on the transactions recorded in the Commonwealth non-budget sector

isp P ly and also lidated with transactions of the Commonwealth
budget sector in Budget Statement No., 6,

NATIONAL ACCOUNTING CONVENTIONS

Underlying the classifications of information in the Budget Statements are national

accounting conventions used by the Australian Bureau of Statistics in producing data.

for the Commonwealth sector and for the economy as a whole, While there are some
differences between the treatment of data in the Budget Statements-and the treatment
in Australian Bureau of Statistics publications (see below), the basic principles are
generally the same and are those set out in the 1968 United Nations publication 4
System of N I A s, which provides a widely accepted international
standard, The use of national ing ions allows a consi treatment of
budget transactions, other public sector transactions, and the transactions of the private
sector. Their use. thus facilitates an assessment of the interrelationship between the
budget and the rest of the economy.,

A basic distinction is made in the Budget Statements between ‘above the line’
transactions—outlays and receipts, the difference between which is the deficit—and
‘below the line’ transactions—transactions undertaken to finance the deficit, Budget
financing transactions are transactions in, or giving rise to, financial assets or liabilities
and consist of borrowings and changes in holdings of fi ial assets such.as cash and
investments recorded in the Public Account, but excluding advances to other sectors.
Such advances are more akin to direct expenditures and transfer payments in their
impact and are accordingly classified above the line as outlays.

Budget outlays consist of expenditure on goods and services, transfer payments
(such as personal benefit payments, grants and interest), and advances. Budget receipts
consist of taxes together with interest, dividends, gross operating surpluses of budget
sector business enterprises, and proceeds from sales of existing assets, These categories
are used in. the National Accounts presentation of information in. the Budget
Statements,

The adoption. of national accounting, conventions requires that the receipts and
outlay figures in the Statements show the nef transactions of the budget sector with the
rest of the economy. Some important implications of this treatment are as follows:

(a) The transactions of the three Funds forming the Commonwealth Pubtic
Account (the Consolidated Revenue Fund, Trust. Fund and Loan Fund) are
consolidated' and’ inter-fund transfers are climinated. For example, an
appropriation of the Consolidated Revenue Fund paid to a Trust Account
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through which ordinary government expenditure is channelled (e.g. the
Transport and Construction Services and Transport and: Storage Trust
Accounts and various research funds) and: the reccipt of that transfer from
Consolidated Revenue by the Trust Account are netted and are not themselves
shown as part of either aggregate receipts or outlays; rather the expenditure of
the Trust. Account is shown in outlays, Thus only transactions between the
budget sector and the rest of the economy are presented,

(b) Budget outlays are intended to show the net extent to which resources are:
directed through the budget to other sectors of the economy. Therefore,
recoveries and repay (usually 1 ded as Consolidated R Fund
receipts) are normally offset against the relevant outlays to arrive at net
figures, For example, air navigation charges paid by airlines are offset against
outlays. on the provision of civil aviation services. Similarly, repayments of
principal on advances are offset against the corresponding advances.

(¢) Budget tax receipts are shown net of refunds. Thus income tax receipts, for
example, are shown net of refunds of PAYE deductions. Similarly, remissions
and reimbursements of import duties and sales tax are offset against their
collection, Budget receipts include gross operating surpluses.from activities.in
the budget sector which are carried out as business-type enterprises, i.c.
operating revenues less operating expenses other than depreciation. Dividends,
etc., from Commonwealth business enterprises outside the budget sector
(which are usually paid into the Consolidated Revenue Fund) are also.
included in budget receipts.

(d) Some Consolidated Revenue Fund transactions are classified as financing
transactions. For example, some loan redemptions are met by appropriations
of the Consolidated Revenue Fund.

Certain transactions which are netted in published totals of the receipts.and
payments of the Public Account are shown in gross form. The more important
of these are interest on loans raised by the Commonwealth Government for
State works programs and for the Australian National Airlines Commission
and Qantas Airways Ltd. Interest paid on these loans is included under the out-
lay heading ‘Public Debt Interest’ while interest received on advances made to
the relevant authorities is included as a receipts item, The debt to which these
interest payments relate is also shown in gross form in the Statements.

(¢,

~—

A reconciliation. between the appropriations of the Consolidated Revenue Fund and
total outlays shown in Statement No. 3 is set out in Tables I and 2 of Budget Paper No.
S, Esti of Recelpts and S y of E. d Expenditure, and in Table I of a
new post-Budget d Program Pr ion of Appropriations and Outlays—
Departmental Estimates. The latter document also includes an explanation of this.rec-
onciliation in parrative form.

A more comprehensive account of the principles and methods used in the national
accounting presentation of budget data is set.out in the Appendix to the supplement to
the Treasury Information Bulletin entitled V¢ I A ing Esti of Recei)
and Expenditure of Australian Government Authorities, September 1974,
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As mentioned earlier, the principles are essentiaily conceptually consistent with-
those used by the Australian Statistician in his publications but with the significant dif-
ference that outlays on primary industry assistance are shown in the Budget Statements
net of the relevant primary industry levies and charges whereas the Statistician shows
these outlays on a gross basis.

It should also be noted-that in the Statistician’s publications, separate.data are not
yet provided on t ions of the C Ith budget sector and transactions oft
the Commonwealth non-budget sector; the two sectors are aggregated to show the
transactions of the Commonwealth sector as a whole.

CHANGES IN THE ECONOMIC TYPE CLASSIFICATION

Some changes have been made this year to the economic type classification to provide a
more accurate reflection of the economic nature of the payments concerned. The more
significant changes are outlined below:

o Current Expenditure other than for defence purposes has been affected by two
changes-——the reclassification of a number of social security payments from Per-
sonal Benefit Payments to Current Expenditure reflecting the administrative
nature of these payments, and the reclassification of some payments to employers
for training programs from Current. Expenditure to Subsidies..

® Changes to the Defence Projects (Other Governments and International Bodies)
Trust Account which are mentioned. in the section ‘Changes in.the Functional
Classification’ later in this Appendix, have also had a minor effect on the econ-
omic type classification.

THE FUNCTIONAL CLASSIFICATION

The functional classification brings together outlays di d towards like objectives or
purposes. It thus facilitates presentation of information on the functional nature of.
Government activities and on the. total di d by the C wealth to

those objectives or purposes. The classification is based on that set out in.4 System of
National Accounts referred to carlier, and is essentially the same as that used in Aus-
tralian Bureau of Statistics publications. The contents of each function are described
briefly in the final section of this Appendix. The major functions are, of course, rela-
tively broad in scope, but Statement No. 3 also shows outlays under each functional
heading further di d.into sub-functions and individual expenditure blocks which
lend th lves to more detailed and analysis, Within each function a separ-
ate line shows any departmental administrative outlays which are classified to that.
function' but which cannot, for practical reasons, be allocated to particular
sub-functions.

One limitation on the extent to which data can be dissected into detailed purpose
oriented sub-functions or programs arises from the necd to monitor and report monthly
on actual outlays and receipts on a basis consistent with the annual estimates, in order
to provide the monthly S of C lth Fi I Tt ions. To meet
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this need it has been necessary in practice to work largely from existing central account-
ing records. These records are built around the Appropriation Acts, which arc the legal
authority for expenditure rather than being detailed costing documents, The figures in
the functional. classification, therefore, have, been derived essentially by reclassifying

ppropriation data, suppl d by a limited amount of additional data on large ap-
propriation items which cover more than one function or purpose.

Functional categories do not necessarily correspond with appropriation or depart-
mental structures. For this reason, votes and revenue heads under the controi of a par-
ticular department may be classified under more than one functional heading and it is
not always possible to identify individual appropriation items for outlays identified in
the Budget Statements..

Although the basic aim of a functional classification scheme is to reveal the allo-
cation of Government outlays to the broad purposes for which they are undertaken,
such a classification cannot always be applied without ambiguity. Particular outlays
will often serve two or more distinct functions: military colleges, for example, may be
said to serve both a defence and an'education purpose. The application of a functional
classification scheme therefore requires that anoutlay be classified to a particular func-
tion; in this classification, that which. it is considered primarily to service. In the
example quoted, the primary function is idered to be defence; this t isin
line with United Nations recommendations,

Any single classification system cannot, of course, focus at one and the same time on
every outlay characteristic that may be of interest to all users. Statement No, 3 brings
together all budget outlays undertaken for similar purposes, whichever department is
responsible for them. To provide information on Ministerial responsibilities in relation
to each function, the document Program Presentation of Appropriations and
Outlays—Departmental Estimates contains a summary table which shows the contri-
bution of each department or portfolio to the Budget outlays together with a classifica-
tion of that contribution in terms of the major functional classification used to describe
outlays in Statement No. 3. Similar information for 1981-82 and' 1982-83 was provided
in the d Functional Classification of Outlays—Departmental Estimates
which has been replaced by the document mentioned.. This new document, which will
be made available shortly after the Budget, also presents information on appropriations
and outlays for each department or portfolio in program terms, To a considerable
extent the program classification adopted for this purpose presents a. more detailed
disaggregation of departmental outlays along functional lines. Supplementary infor-
mation on particular aspects of outlays is also provided in other documents. The docu-
ment Esti of Receipts and S y of Esti) d Expenditure has already
been mentioned; it presents detailed information on receipts, special appropriations
and Loan Fund expenditures and also provides details of estimates for some statutory.
authorities which are largely financed from the Budget. A separate Budget Paper is pro-
vided on Payments to or for the States, the Northern.Territory and Local Government’
Authorities.. Other Budget Papers issued: with-the Budget Speech deal with the Civil
Works Program and Australia’s Overseas Development Assistance Program.
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CHANGES IN THE FUNCTIONAL CLASSIFICATION

From time to time' it is necessary to amend the functional classification to reflect
changes in the organisation, coverage and nature of ‘government activities, Further-
more, additional information sometimes becomes available which leads to appropri-
ation items being reclassified or allows items that had previously been classified to a
single function to be split between functions.

Changes have been made this year with the reclassification to the Housing function
of ad for welfare housing i d by the States, from within the States’ Loan
Council Programs, Since 1982-83 the States have been allowed to nominate from the
Loan Council Programs amounts for welfare housing (additional to those earmarked as
special purpose payments for welfare housing under the same. program which are
already classified to the Housing function).subject to their first satisfying the matchmg
requirements of the Commonwealth/State Housing A As these
amounts were.unknown at.the time of the 1982-83 Budgct, they were classified as Not
Allocated to Function. An estimate of amounts nominated by the States under the
same arrangements is included in the 1983-84 estimates under the Housing function.

The blocks within the function Industry Assi. and Develop have been
restructured and certain items reclassified to allow for 2 more comprehensive presen-
tation of information on assistance to exporters. Accordingly payments made by the
Export Development Grants Board under the Export Expansion Grants Scheme and
the Export Market Development Grants Scheme, previously classified to the sub-
function. ‘Manufacturing Industry’, have been reclassified to the newly created. sub-
function ‘Assistance to Export Industries’, This reclassification has been done to reflect
the fact that grants paid under these schemes accrue to exporters of goods and services
in a wide range of industries and'not only to exporters of manufactured goods, The new:
sub-function also includes outlays for Export and Trade Promotion, the activities of the
Export Finance and Insurance Corporation and the few compensation payments still to
be made under the previous Government's Iran-USSR Compensation Scheme, all of
which were previously classified to the sub-function ‘Other Assistance to Industry’. The
administrative expenditure of the Department of Trade, previously classified to the
function Other Economic Services—~General Administration and Other Expenditure,
and of the Export Development Grants Board, previously classified to the sub-function

‘Manufacturing Industry—General Administration (net)’, is also included in this new’

sub-function.

Some administrative expenditures of the former Department of Business and Con-
sumer Affairs (which were gamed by the Department of Industry and Commerce fol-
lowing ck to ad rative arr on 7 May 1982) have been reclassified.
to Administrative Services—Customs and Excise Administration, These expenditures
were previously classified to Other Assistance to Industry—General Administration.
This reclassification has been done because these expenditures relate primarily to
activities concerned with government administration and not industry assistance. There
is however a resulting discontinuity between the 1981-82 expenditure and earlier years,

Responsibility for the Garden Island naval dockyard has been transferred from the
Department of Defence to the Department of Defence Support reflecting further
refinements to changed administrative arrangements of 7 May 1982. Accordingly the
expenditure associated with this dockyard, previously classified to the. sub-function
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‘Equipment and Stores’ and ‘Facilities” within the Defence function, has: been reclas-
sified to ‘Defence Industrial Capacity’ also within Defence. At the time of preparing the
Budget Statements, however, data were not available to reclassify these expenditures in
years prior to 1982-83,

As responsibility for the Defence Printing Establist has been transferred from
the Department of Defence to the Department of Administrative Services, the Defence
Printing Establishment Trust Account has been reclassified from Defence—
Government Factory Operations to Administrative Services—Printing and Publish-
ing. Adjustments have also been made to the classification of the Defence Projects
(Other Governments and International Bodies) Trust Account which were classified to
the Defence function. The receipts and expenditures of this trust account relates to the
use of Australian facilities by overseas governments and should.therefore not be clas-
sified to the Defence function, Accordingly these transactions have been reclassified-as

financing transactions,
Expenditure from the ACT Community Development Fund (from 1980-81), pre-
viously classified. to Administrative Services—General Administration of the ACT,

has been reclassified to reflect the disbursement of funds to ACT welfare, cultural and
community bodies. The welfare portion is now classified to Social Security—Welfare
Programs in the ACT and the cultural and community support portion is now classified
to Culture and Recreation—Culture and Recreation in the ACT, nec.

In addition to these changes in classification, minor amendments have been made to
the structure of headings within the Transport and Communication function.

Historical data for the period 1973-74 to 1982-83 classified by function are pre-
sented in Statement No, 6. Because data classified by function are derived from.the ap-
propriation accounting system, adjustments to the historical series are constrained by
the availability of data in that system. In particular, significant changes to departmental
administrative arrangements have made it difficult to produce a strictly consistent series
of outlays for the period covered in the Budget Statements. Wherever possible the more
important discontinuities have been eliminated by sub-costing and regrouping ap-
propriation data but it has not been practicable to climinate all inconsistencies. Infor-
mation on the significant discontinuities that remain in historical data is given in the
section ‘Notes on Tables’ at the end of Statement No. 6.

DESCRIPTION OF FUNCTIONS

The following notes indicate briefly the nature and scope of the net outlays encompas-
sed under each functional heading; they are not intended to provide a definitive listing
of the contents of each category.
1. Defence

Outlays on military defence, including outlays to keep the armed services in a state
of readiness. Includes outlays on central administration and on research in connection
with activities carried out for defence purposes; outlays on military construction-and
equipment, inspection, transport and storage; outlays in support of defence industrial
capacity; ail outlays on recruiting, training, equipping and housing the armed forces,
and on medical care and other services for them; outlays on military colleges; expendi-
ture for the provision of quarters for families of military personnel; outlays on pensions
and other payments for military personnel under the Defence Forces Retirement and
Death Benefits Scheme; outlays on civil defence; outlays on foreign military aid and
contributions to international military organisations and alliances.
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2, Education.
Outlays on the provision, management and support of-all levels of educational ser-

vices, including pre-schools, schools, trade.and technical courses, courses in'music and.

fine arts and university and other higher education. Includes outlays relating to the pro-
vision: of scholarships and all to students at all levels; special educational

programs designed spcclﬁcally for the benefit of Aboriginal students, for migrants and'

other special groups; expenditure on non-vocational adult education courses, school
bus services and general administration, regulation and. research. activities-related to
cducation.

3. Health

Outlays on facilities or services for the prevention and treatment of human illness.
Includes-outlays related to-the prevention of diseases, such-as immunisation and vac-
cination programs; regulation of standards of sanitation, etc.; outlays concerned with
the provision of hospital and clinical services, including treatment and care of those
suffering from psychiatric disorders, infectious diseases, etc.; and expenditure on.nurs-
ing schools associated with hospitals..

Also includes the payment of hospital ing home, medical and.pharmaceutical
benefits which are designed to cover all or part of the costs of hospitalisation and medi-
cal treatment; health care of specific groups, such as Aboriginals, the aged, veterans and
their dependants; community health. centres, drug treatment centres, and domiciliary
care services; general administration, regulation and research related to health matters.
The function does not.include general purpose grants to the States and' the Northern
Territory provided from. 1981-82 in lieu of former specific. assistance for hospital
operating costs, community health and school dental services.

4, Social Security and Welfare

Provision of pensions and allowances and other benefits to persons who because of
age, physical or mental disability, domestic circumstances or other reasons, are unable
or not expected to earn a sufficient livelihood for th tves and their depend: In-
cludes the provision of benefits such as.unemployment bencfits, age and veterans’ pen-
sions, sickness benefits, other benefits to compensate for loss of income, and unemploy-
ment relief schemes, Provision of financial assistance towards the expenses associated
with the bearing and raising of children, child care facilities in the States, marriage guid-
ance, other. social security benefits, child welfare services and institutions, homes for
and care of the aged and disabled, and welfare programs to meet specific needs of disad-
vantaged groups.

5. Housing

QOutlays on the provision of dwellings for sale or rent, mortgage finance for purchase
or construction of dwellings, and other financial assnstance aimedat faclhtatmg the pur-
chase or construction of dwellings or home ow! : Also-includ
tration, regulation and promotion of standards, and research in the field of housing,

6. Urban and Regional Development nec and the Environment
Urban and Regional Development nec: Qutlays.on general promotion and assist-

ance for urban and regional planning and developr Includes outlays on decentralis-
ation assi and the develop of new citics, towns or settlements where it is not
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possible to distinguish expenditure.as being specifically for housing, roads, sewerage or
other purposes; or it is not appropriate to classify the expenditure to other categories
(e.g. in the case of outlays for urban develop or 1, including the purchase of
land. for such purposes); identifiable. administrative costs associated' with urban. and
regional planning and development activities, together with outlays for the provision of
community amenities.

Environment:-Outlays on water quality control, air pollution and monitoring and
other outlays related to pollution p jionand p tion of the envi includ-
ing identifiable outlays on research, planning and investigation.

Sewerage and Sanitation: Gutlays on the treatment and disposal of sewage, refuse:
collection and disposal.

7. Culture and Recreation

Qutlays. related to the support of performing and creative arts; libraries and
galleries; support of organisations concerned with sporting and other leisure-time
activities and provision of facilities serving purposes primarily related to these activi-
ties, such as swimming pools, ity centres, athletic fields, etc.; contributions to
youth and social organisations; outlays on the protection and preservation of historic
sites and buildings, parks and wildlife reserves and other clements of the national estate;
outlays.on the provision, operation and regulation.of radio and television broadcasting'
services.

8. Economic Services

“This category covers. regulation of and assistance. provided to the private sector,
direct government participation. in economic activity, and provision of economic
infrastructure.

A. Transport and Communication. Outlays concerned with postal services and
domestic and overseas telecommunications; and outlays on construction, maintenance,
promotion, admlmstrnuon and research reiating to the various modes of land, sca and
air transport, includi for petroleum and gas transport. (Expenditure on the
promotion of road safety practlce is showa under the category' ‘Law, Order and Public
Safety'.)

B. Water Supply, Electricity and Gas. Outlays on construction and other assist-
ance, regulation and hin cc ion with the.production, t ission and dis-
tribution of electricity; assistance to domestic users of gas; and outlays on the conser-
vation, collection, purification and’distribution of water primarily for domestic and
industrial use..

C. Industry Assi and Develop Direct assi to primary, secondary
and service enterprises in various forms including bounties, subsidies, export incentives,
advances from the Budget and other transfers, including commodity price support ar-
rangements; support of agriculturaland other industrial research and development-and
of promotional activities—export promotion; outlays on the management and develop-
ment of ‘timber and fishery resources; provision. of veterinary and other services to
agriculture; land clearing, reclamation and settlement activities; outlays on programs of
rural. debt reconstruction and' farm rehabilitation and adjustment; investigation,
measurement, development and management of water resources for irrigation and-pas-
toral purposes and rural flood mitigation; assistarice for and' of mineral
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exploration; geological surveys; development of tourist facilities and tourist promotion;
administration, promotion, régulation and: h directly. iated with specific pri-
mary, secondary or service industries,

D. Labour and Employment. Outlays related. to the regulation of working con-

ditions, the prevention and settlement of industrial disputes and the enf of in-
dustrial awards and ag various pational training sch for adults and-
young people, including assistance to enter or re-enter the work-force; provision of

labour exchange facilities; special employment programs; outlays directly related to the
assisted. passage migration scheme; general. administration, regulation and rescarch in
the field of industrial relations, employment and immigration affairs.

E, Other Economic Services. Outlays related to regulation of monopolies and re-
strictive trade practices, price control and-justification, tariff regulation, other forms of
business regulation; outlays on patents and trade marks administration; outlays on
meteorological services and other technical services not atlocable to specific kinds of
industry; outlays on general administration-in the area of economic and commercial
affairs not ailocable to other outlay categories within the Economic Services function.

9, General Public Services

This category covers outlays on a number of general public services and activities
concerned with the organisation and operation of government,

A. Legislative Services. Outlays of the legislative and executive bodies of govern-
ment, including Parli y commi ' and the operation of the Governor-
General's establishments; outlays related to the conduct of elections and maintenance:

of registers of voters,

B. Law, Order and Public Safety. Outlays on law courts. (other than those.con-
cerned with industrial relations) and bodies concerned: with the administration of the
legal system and preparation and execution of law court.action; provision of legal aid;
registration of legal titles to property; outlays in respect. of prisons and-other places of
detention and correction, and probation services; police services, including traffic con-
trol; fire protection and other public safety promotion or services; general administra-
tion and research related to these activities.

C. Foreign Affairs, Overseas Aid and External Territories, Outlays of depart-~
ments and agencies charged primarily with the handling of foreign relations; outlays on
overseas economic aid. and contributions to international bodies other than military
alliances and. organisations; administration and other expenditure relating to external
territories.

D. General and Scientific Research. nec. Contributions for the promotion of and
outlays on basic and general research in the biological, physical and social sciences,
which cannot readily be classified to other outlay categories or linked with the provision.
or promotion of a particular service or activity.

E. Administrative Services. Outlays on the collection of taxes, raising public loans,
managing public debt, and controlling the disbursement and audit of public funds. Out-
lays on general services for. the government as a whole, such as statistical services, the
purchase and operation of government buildings and equipment (including. the: con-
struction, repair and maintenance of general purpose buildings), rent, office cleaning,
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personncl and other administration. General administrative expenses of departments
which cover a.variety of government activities and cannot be readily apportioned over
1 fi are also included under this heading.

10. Outlays Not Allocated to Function

A. Payments to or for the States, the Northern Territory and Local Government
Authorities nec, General purpose grants and advances to States, the Northern Terri-
tory and'local government authorities which may be spent at the recipient’s discretion
and are not therefore classifiable to specific functions. This category includes payments
to assist the States and the Northern Territory to meet debt charges and general pur-
pose funds provided from 1981-82 in licu of previous separate specific purpose assist-
ance for hospital operating costs, ity health and school dental services.

Payments to States and direct assistance for'the relief of victims of drought, flood,
fire and other natural disasters, and for the restoration of community services and facili-
ties; longer-term reconstruction activities of a specific nature are, to the extent possible,
classified according to purpose.

B. Public Debt Interest. Interest payments made from the budget sector to other
sectors, including interest payments on government securities, or other credit arrange-
ments with other countries. Interest received from Government investments in Com-
monwealth Government securities is offset against gross interest payments.
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