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

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

(b) In the tables showing revenue and outlays, the sign in front of the 
'change' reflects the impact of the change on. the aggregate concerned. 
In outlays tables, for example, this means that a reduction in a credit 
from one year to the next will be prefixed by a ( +) sign while an 
increase in a credit will be prefixed by a ( - ) sign. This convention 
applies equally to both '$m' and '%' change. 

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

nil 
not zero, but rounded to zero 

n.a. not applicable (unless otherwise defined) 
$m $million 
$b $billion 
% per cent 

Budget Statements 1987-88 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 1987-88 BUDGET 

The budget. deficit for 1987-88 is estimated at $27m, compared with $27l 6m in 
1986-87. Relative to GDP, the 1987-88 budget deficit will be the lowest for more 
than thirty years. In only one year has the deficit been lower in current dollar 
terms ($!Om in 1970-71). 

The major budget aggregates for 1987-88, together with comparable figures for 
1986-87, are summarised below: 

1986-87 1987·-88 

Actual Change on 1985-86 Estimate Change on 1986-87 

Sm Sm % Sm Sm % 
Outlays. 74899 4981 7.1 78146 3247 4.3 
Revenue-

Tax . 65685 7286 12.5 71 243 5558 8.5 
Non·ta:it: 6498 705 12.2 6876 378 5.8 
Total. 72 184 7991 12.4 78 119 5935 8.2 

Deficit (a). 2716 -JOIO 27 -2689 

(a) The domestic and overseas components of the deficit arc detailed in Statement No. 6. 

Total budget outlays in 1987-88 are estimated lo increase by only 4.3% in 
nominal terms. 

• Total outlays in real terms are expected to decline by 2.4% (on the basis of 
the forecast increase of about 7% in the price defiator for non-farm GDP) 
following a fall of 0.8% in 1986-87. ' 

• This is the only case of two consecutive real declines in total outlays in the 
past thirty years, and the expected 1987-88 real decline is the largest on record 
over that period. 

Details of the 1987-88 Budget outlays estimates are provided in Statement 
No. 3. An historical overview of outlays is included in Statement No. 6. 

Total budget revenue is estimated to increase by 8.2% in 1987-88, somewhat 
slower than the rise in 1986-87, principally because of the effect of the I December 
1986 and the 1 July 1987 income tax rate reductions. 

Details of the 1987-88 budget revenue estimates are provided in Statement 
No. 4. An historical overview of revenue is included in Statement No. 6. 

The following table presents the 1987-88 budget aggregates expressed as per
centages of forecast (current price) GDP, along with comparable data for recent 
years. 

1987-88 
1984-SS 1985-86 1986-87 Estimate 

(%of GDP) 
Outlays. 29.7 29.1 28.3 26.8 
Revenue-

Tax . 24.4 24.J 24.8 24.5 
TC>tal. 26.5 26.7 27.3 26.8 

Deficit. 3.1 2.4 1.0 0.0 

The current year is expected to be the first since 1978-79, and only the third 
during the last thirty years, in which total outlays, revenue and the deficit have all 
fallen relative to GDP. 

A discussion of the financing of the budget deficit in 1986-87 is provided in 
Statement No. 5; a longer historical overview is contained in Statement No. 6. 
Forward looking information on financing for 1987-88 is contained in Part Ill of 
Statement No. 2. 
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PART I: THE PAST YEAR 

The past year saw further adjustment of the Australian economy to the external 
account difficulties that have been a major concern since 1985. In the wake of 
continued deterioration in Australia's terms of trade, another major exchange rate 
depreciation occurred in mid-1986, followed quickly by further significant adjust
ments to economic policy settings. As a result of these developments, domestic 
demand weakened in 1986-87 as a whole. The effect on national production was 
cushioned by a substantial increase in net export volumes brought about in large 
part by Australia's improved international competitiveness. Much of that competi
tiveness had been maintained through wage restraint. This contributed to reasonably 
strong employment growth, relative to national production, and unemployment 
changed little. In sum, adjustment has been proceeding without major disruption. 

The adjustment task remains on-going; given its magnitude it can only be 
approached sensibly and sustainably with a medium-term orientation. The current 
account deficit, although significantly reduced, remains unsustainably high. Our 
large overseas debt is continuing to grow, although at a slower rate. Appropriate 
macroeconomic policies remain central to· the adjustment process, and there is a 
need to complement thesC with an enhanced effort on a range of microeconomic 
policies. This is desirable to speed the adjustment process and, more generally, to 
improve the flexibility and adaptability of the Australian economy so that it emerges 
from this period of external account difficulty with greater capacity to weather such 
storms in the future. 

As a prelude to reviewing domestic developments and policies, this Statement 
first examines overseas economic developments. 

INTERNATIONAL ECONOMIC CONDITIONS 

The current expansion phase of the world economy has lasted longer than past 
expansions, but the pace has now slowed and looks likely to remain sluggish for 
some time. An initial phase of rapid recovery gave way in 1985 to a slowing of 
growth in world output and trade. A further slowing of growth in 1986 was 
contrary to widely held expectations of some modest pick-up in industrial countries. 
Some conditions conducive to a pick-up were present: oil and commodity prices 
generally had fallen; inflation rates had declined to their lowest levels since the 
early 1960s; and nominal interest rates had come down. 

Among the factors contributing to the slowing in activity over the past 18 
months or so has been a weakening of confidence under the influence of persistently 
large current account imbalances, together with related instability in foreign ex
change and financial markets and the associated. failure by the major economies to 
implement adequate policy adjustments. Improved terms of trade and real national 
income, therefore, did not give rise to as strong an increase in domestic demand as 
expected. On the other hand, the terms of trade loss experienced by countries 
exporting oil and other commodities led to a contraction of their imports from the 
industrialised countries; largely as a result, net exports detracted from growth in 
the OECD area in 1986. 

There are no conclusive signs of an early reversal of the growth slow-down. 
Following an increase of 2.5 per cent in 1986, real gross national product (GNP) 
in the OECD area could grow by around 2 to 2t per cent in 1987 and 1988 (Chart 



l, Panel A). Real growth in the developing countries is expected to moderate to 
about 31 per cent in 1987 and to improve to a little over 4 per cent in 1988. 

Employment growth in the OECD countries averaged around 11 per cent ·per 
annum in 198S and 1986. With the workforce growing at a similar pace, the 
unemployment rate has averaged around Bf per cent and is expected to stay at that 
level. 

Labour costs in the seven major OECD countries increased by less than 4 per 
cent in 1986, continuing the deceleration of the past few years (Chart I, Panel B). 
Despite lower productivity growth, the increase in nominal unit labour costs slowed 
to 3 per cent, contributing to lower inflation. 

In part as a result of the rebound in oil prices since late 1986, inflation has risen 
recently, particularly in the United States where an important additional factor has 
been the depreciation of the dollar over the past two years. The current inflation 
rate in the United States is around 4 per cent, whereas Japan and the Federal 
Republic of Germany are still experiencing virtual price stability. Inflationary 
expectations remain broadly in check in most OECD countries. Reflecting some 
pick-up in the United States, inflation for the OECD area is forecast to average 
about 4 per cent in 1987 and 1988 (Chart 1, Panel C). 

Chart 1: Selected International Indicators 
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As noted above, the large and persistent current account imbalances between 
the major industrialised countries constitute an important factor con!ribu!ing to !he 
present sluggishness in the world economy (Chart I, Panel D). While those 
imbalances have continued to worsen in nominal terms, underlying trade volumes 
have been adjusting in response to the significant exchange rate realignments that 
have taken place. eJ-curve' effects). The general expectation, however, is that under 
present policies the nominal imbalances will be corrected only gradually. 

This situation, and the associated exchange rate instability, have focussed in
creased attention on economic policy coordination among the major industrialised 
countries over the past two years. At the 'Louvre' meeting in February 1987, the 
GS countries and Canada agreed: to intensify efforts towards economic policy 
coordination; that exchange rate changes since the September l 98S 'Plaza' meeting 
of the GS had brought the major world currencies within ranges broadly consistent 
with underlying economic fundamentals; and that further depreciation of the US 
dollar could be counter-productive. (Between September 198S and February 1987, 
the US dollar had declined by around 35 per cent against both the Yen and the 
Deutschemark.) While the US dollar has been somewhat more stable since the 
Louvre meeting, foreign exchange markets have remained unsettled. Over the period 
from the Louvre meeting to end-August 1987, the US dollar declined by a further 
7 per cent against the Yen, but was virtually unchanged agains! the Deutschemark. 

As large as the exchange rate changes have been, it is all too apparent that they 
need to be complemented by appropriate domestic economic policies in the major 
economies if the necessary adjustments are to be sufficiently prompt. 

According to the OECD, the volume of world trade grew by 4 per cent in 1986. 
Imports of non-oil commodities by OECD countries increased by 4t per cent, while 
their imports of manufactures increased by St per cent. The volume of world trade 
is forecast to grow by around 4 per cent (annual rate) in the second half of 1987 
and in 1988. OECD imports of manufactures are expected to grow a! a slightly 
faster rate, but imports of non-oil commodities could grow by only around 2 per 
cent. Chart 2, Panel A contrasts the poor performance in the 1980s of trade in 
agricultural products and minerals relative to manufactures. 

Trade tensions among the major industrialised countries have mounted over the 
past few years, prompting increased protectionist pressures and resort to restrictive 
bilateral trading arrangements. The major economies have done little to curb 
domestic protection of their agricultural sectors, while the United States has inten
sified its conflict with the European Community over agricultural export subsidies. 
Efforts by the major countries to pursue bilateral solutions to present trade tensions 
threaten both Australia's trading interests and the prospects for a return to a more 
open multilateral trading system. 

International crude oil prices have recovered significantly from the low of around 
$US10.80 per barrel in the third quarter of 1986. They averaged around $US16.80 
per barrel in the first half of 1987 and are estimated to have been around $US17 
to $USl7.SO at end-August 1987''1• Non-oil commodity prices on international 
markets (measured in US dollar terms) increased by about 10 per cent between 
late 1986 and mid-1987. In real terms, however, the International Monetary Fund's 

(I) Average world oil prices arc calculated in f.o.b. terms on a wide range of crudes. They reflect official, 
lcrm and spot conlracl prices. 
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(IMF) non-oil commodity price index had reached a post-war low in late 1986 and 
has recovered only slightly since (Chart 2, Panel B). 
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Continuing unused productive capacity and high stock levels for many commod
ities, combined with the prospects of slow world economic growth and active 
competition for export markets, remain dominant influences on the short-term 
outlook for commodity prices. While the prices of a number of industrial raw 
materials have picked up since the beginning of 1987, there must be some doubt 
about the general sustainability of these price increases given the amount of excess 
capacity which can be brought on stream. 

A worrying feature of the current situation is the persistence of external debt 
problems. A number of developing countries, particularly in Latin America and 
sulrSaharan Africa, continue to face serious debt servicing difficulties, which are 
exacerbated by the slow growth of world trade and the market restrictions they 
face. The international economic environment and the unwillingness of commercial 
banks to increase their net lending to heavily-indebted middle-income countries 
have contributed to the disappointing progress so far achieved by the Baker Plan. 
The prescriptions of the Plan nevertheless remain valid: a combination of growth
onented adjustment in the debtor countries supported by adequate flows of external 
financing, and sound policies in the industrial countries leading to sustained world 
economic expansion. 

IO 

Policies and Prospects 
The prospect of subdued growth in world output and trade, slow correction of 

external imbalances in the major industrial countries and the associated risk of 
bouts of general currency instability, suggest that the international economic envi
ronment is likely to remain unhelpful to Australia over the remainder of 1987 and 
1988. Recent improvements in some commodity prices have not yet reached the 
point of heralding a sustained general upturn. The !MF's non-oil commodity price 
index is forecast to remain virtually flat in real terms over the next year (Chart 2, 
Panel B). It does appear, however, that the decline in Australia's terms of trade 
has at least halted. 

The size of the United States' fiscal deficit remains an obstacle to balanced and 
improved world economic growth. Recent indications point to a lower than expected 
fiscal deficit in FY!987 (around 3t per cent of GNP compared with last year's 
outcome of 5.3 per cent), but suggest only a modest further reduction, if any, in 
FY1988. 

A basic prerequisite for faster correction of current account imbalances is greater 
adjustment of macroeconomic policy settings in the major industrialised countries, 
resulting in slower domestic demand growth in the United States, offset by quicker 
demand growth in the current account surplus countries, particularly Japan and the 
Federal Republic of Germany. The other key requirement is greater attention 
everywhere to overcoming domestic inefficiencies and impediments to freer world 
trade. 

Some progress has been made by the major economies in implementing their 
general commitments in various international fora to improving world growth 
prospects and fostering adjustment. While monetary policy has generally been more 
accommodating, there has been some firming recently, particularly in the United 
States against a background of currency weakness and emerging inflationary pres
sures. Considerable reliance on monetary policy will persist in the absence of 
adequate adjustments to other macroeconomic policy settings~ 

Japan has announced a package of fiscal measures totalling 6 trillion yen which 
will begin to apply in FY1987 (equivalent to 1.8 per cent of Japan's GNP). The 
Federal Republic of Germany has increased the scale of tax cuts scheduled for 1988 
and has indicated a preparedness to do more if serious risks to domestic demand 
growth emerge. 

Al the OECD Ministerial Council Meeting in May 1987, Ministers noted that, 
despite progress in recent years, OECD countries are still hampered by major 
market distortions and regulations that compound macroeconomic problems and 
retard· growth. From Australia's perspective, an encouraging first step was taken at 
the Meeting in reaching agreement on principles for reform of member countries' 
agricultural policies. Also encouraging was the inclusion of trade in agriculture in 
the current General Agreement on Tariffs and Trade (GA TT) negotiations. 

It would be unwise, however, for Australia to count on any early relief from 
current external constraints to its trade performance and growth. Even with more 
enlightened policies on the part of the major players, the associated correction of 
trade imbalances and the protectionist sentiment they have fostered would be slow. 
Moreover, the increasing recognition of the costs of agricultural protection and 
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subsidisation policies and the attempts to negotiate them away in the current GA TT 
round will, at best, result in only a gradual removal of agricultural trade barriers;, 

Of course, quite apart from the difficult world environment, there are good 
reasons to strive to improve the efficiency and productiveness of the Australian 
economy. Those external difficulties do suggest, however, that achieving a return to 
sustainable increases in living standards will be even more critically dependent on 
achieving lasting advances in efficiency and productivity. 

DOMESTIC DEVELOPMENTS 

Australia's terms of trade declined further in 1986-87, although to a smaller 
extent than over the previous eighteen months (Chart 3). After reaching a post
war low in the December quarter, there was a slight improvement during the second 
half of the year. 

Chart 3: Australia's Terms of Trade (a) 
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External exigencies have remained the major intluence shaping the domestic 
economy and economic policy. In response, the policy approach has been directed 
primarily at: 

• maintaining international cost competitiveness, by seeking to ins~la~e the 
domestic wage structure from the intlationary effects of the depreciation of 
the Australian dollar and to improve productivity; and 

• dampening domestic demand in the near term while moving st'."'dily to ~rre~t 
the domestic saving .. investrnent imbalance through a progressive reduction m 
the public sector's call on national savings. 
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The Polley Mix 
·; FoU0wi~g the further depreciation of the Australian dollar in mid-1986, mone
tary policy was tightened until the adjustments in fiscal policy and wage determi
nation, then in train, took hold. Prolonged reliance on monetary policy would have 
hail'adverse effects on investment, including in export and import-replacing activities. 

The ~sing in monetary conditions envisaged at budget time last year took some 
time 'io emerge. Early in 1986-87, markets were uncertain that fiscal and wages 
policy adjustments would be adequate. There was also scepticism about the budget 
deficit estimate, concern at the extent of prospective State funding requirements 
and hence the size of the public sector borrowing requirement (PSBR), and unease 
at the' future direction of wage determination. Moreover, largely retlecting seasonal 
intluences, the current account deficit remained high in the first part of the year, 
although no more so than officially forecast. 

As the year progressed, the effects of the shift in policy mix began to materialise. 
Developments in the economic indicators by and large confirmed that the desired 
adjustment was occurring. Wage fixation arrangements were clarified and the fiscal 
situation was reinforced by the announcement of a new round of fiscal tightening. 
The outcomes of this round were embodied in the May l 987 Economic Statement 
and the subsequent Premiers' Conference/Loan Council decisions. Moreover, the 
1986-87 Budget deficit outcome was below the budget estimate and well below 
market expectations. Retlecting all those intluences, interest rates declined as 1986-
87 progressed. 

The budget-time outlook had been for growth in gross domestic product (GDP) 
in 1986-87 of 21 per cent, compared with 4.5 per cent in 1985-86, comprising a 
slowing in domestic demand (as measured by gross national expenditure) from 3.3 
per cent to t per cent and an increase in the net exports contribution from 1.2 to 
U percentage points. Such a shift in the pattern of growth occurred; indeed (as 
elaborated below), with a more marked slowing in domestic demand and a larger 
net exports contribution. Overall, domestic production grew by 2.0 per cent, 
marginally less than the forecast of 21 per cent. 

Private Sector Demand 
Private final domestic demand (excluding stocks) declined by 0.2 per cent in 

1986-87 (a decline of 1.6 per cent including private non-farm stocks) (Chart 4 and 
Table!, which also show movements in the major components). 

Growth in private final consumption expenditure of only 0.5 per cent121 in 
!986-87 was a major factor in the weakness in private demand. In per capita terms, 
consumption fell by 1.0 per cent in 1986-87, the first such fall since 
1961-62. 

(2) This figure could be subject to some upward revision. The slatistical discrepancy in the National AccounlS 
contributed 0.4 of a percentage point to GDP growth in 1986-87. ft particularly contributed to stronger 
growth in the final quarter. The Australian Bureau of Statistics (ABS} has advised that there is evidence 
to suggest that the 'c)!.pcnditurc-bascd' GDP eslimates for recent years have been under-estimated. In 
particular; preliminary indications from che 1985-86 Retail Census suggest that certain components of 
private final consumption expenditure will be revised upwards when final Relail Census data become 
available la1cr in 1987. 
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Tobie I: Components of Gross Domestic Product (average 1979-80 prices) 
Flnaldomcsticdcm.1.nd 

Pri'r.1.tC 
Pri.,:nc final 

Priv.ite business PrivJ\c demand l>ublic E:o;pons Im pons 
Priv.nc invcslmcnt fi~cd final including final G~ or goods "- Non· 

coiuumpLioo i11 invalmcnl demand stocks demand national '"' "' Form farm 
I•) dYICUings (b) (o) (o)(r} {o) c~penditurc scriices services product product GDP 

(Per cent change on previous period) 
Average: 1977-78 to 

1986-87 (t') 2.6 -o.s 3J 2.4 "' 2-8 2.5 4.7 2.8 2.0 2.9 2.9 

Year-
1977-78. 1.5 -7.9 2.2 0.8 -I.I 2.8 -o.3 2.1 -4.8 -1.9 I.I 0.9 
1978-79. 3.3 2.4 13.6 4.6 5.0 2.1 5.2 6.7 7.6 18.7 4.1 5.0 
1979-80. 2.S 9.9 -3.4 2.2 3.1 1.3 0.5 1.4 0.1 -11.6 2.1 1.7 
1980·81. 3.5 12.0 16.6 5.8 5.2 2.3 5.5 -5.5 9.0 -10.3 3.8 2.9 
1981-82. 4.0 -J.8 12.2 4.5 4.S 26 3.9 1.3 Jl.2 15.8 1.4 21 
1982-83. 1.8 -22.2 -13.3 -2.4 -4.6 2.5 -2.7 0.9 -8.7 -19.9 0.2 -1.0 
1983-84. 2.6 7.9 -4.8 2.2 3.7 2.9 5.0 7.4 5.8 37.7 3.6 5.2 
1984-85. 3.9 11.9 JI.I 5.3 6.4 3.4 5.7 I3.B £5.3 2.3 5.5 5.3 
1985-86. 2.8 -0.6 0.2 2.1 2.4 5.6 3.3 6.5 0.1 -1.s 4.9 4.5 
1986-87. 0.5 -10.6 0.9 -0.2 -1.6 1.3 -0.3 7.5 -4.8 2.8 1.9 2.0 

(Percentage point contribution lo growth){/) 
Year-

1983-84. 1.6 0.3 -0.5 1.7 2.8 0.8 5.1 1.2 -I.I 1.8 3.4 
1984-85. 2.3 0.5 I.I 4.0 4.8 0.9 5.8 2.3 -2.8 0.1 5.1 
1985-86 1.7 

o:i 
1.6 1.8 1.4 3.3 1.2 -0.1 4.6 

1986-87. 0.3 -o.s -0.1 -1.2 0.3 -o.3 1.4 0.9 0.2 1.8 

ll. 
~ 

GDP 
adjusted 

for the: 
tcnnsot 

tr.adc(d) 

2.4 

-0.7 
5.2 
2.3 
2.8 
1.8 

-1.3 
5.9 
4.8 
2.6 
0.9 

(a) The introduction of Medicare from I February 1984 had the effect of transferring certain expenditures on health care, formerly included as private final consumption 
expenditure, to public final consumption expenditure. Figures have been adjusted where necessary to allow for this elTcct. 

{b) Privl.!IC business fixed invcslmcnl comprises cxpcndiuirc on non-dwe!line construclicn and cquipmeni. 
{c) Includes private non-farm stocks. 
(d) Gross Domestic Product (income-based estimate) with 3djustment for the change in the terms or trade effect; see explanatory notes to 'Quarterly Estimates or National 

Income and Expenditure·, March quarter 1986, ABS Cat. No. 5206.0. 
(t) Annual average change for the period. 
U) See footnote (b) to Table 2 of 1he Round-up p.roduecd by the Treasury. 



The weakness in private consumption was associated with a fall in real house
hold disposable income of 1.2 per cent (Chart 5 and Table 2). This was th~ ftr~t 
fall in real household disposable income since 1957-58. The effects of the dechne m 
average real wage and salary earnings and f~Iling ra:m incomes outweighed the 
contributions from growth in employment and interest mcome, and t~e 1 December 
1986 tax cuts. Certain revenue and cash benefit measures adopted m the 1986-87 
Budget also had the effect of restraining real household disposable incomes. 

Chart S: Real Per Capita Income and Consumption (a) 

7.0.;'.Q:::trn:::"::"::_IY.:::P<::_":::'"::.'::'h::::'":::'':..:o::.":.:l'"::::''-"-"-icr _______________ l 
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/ 
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(al Population figures used to dcnve the per capita values are. to the December quarter 1986. from ABS 
C:11. No 3101.0: thereafter, Treasury csumatcs. , . 

{bl DcllJtcd bv the 1mphc1t pm:e deHator for private final consumpuon expenditure. 
(c} Adjumd f0r lhe effect of the inuoduction of Medicare: sec footnote (a) to Table !. 

Jun8'7 

Consumers partly cushioned the impact on cons~mption of falling re.al disp?sable 
income by reducing their savings; as can be seen m Table 2, the saving rallo fell 
by l.5 percentage points. 

Consumption of durable goods fell by 8.9 per cent. Explanatory factors, beyond 
falling real incomes, included relatively high real interest rates, the subdued level of 
new dwelling completions, and relative price increases for du.rabies. Sales of motor 
vehicles, in particular, fell sharply, with imported v~hicles hem~ more tha.n propor
tionately affected. The main reason for the slump m sales of imported items ~as 
the increase in the price of goods"' bought from countries (such as Japan) agamst 
whose currencies the Australian dollar has fallen the most. 

(3} For e11;ample between lhc December quarter 1984 and June quarter 1987, the m°i;% vehicle componenl 
of the CPI r~ by 42.0 per cent compared wilh 23.0 per cent for the All Groups · 
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Table 2: Real Household Income, Saving Ratio and Consumption 
(average 1979-80 prices) 

Real Real 
Household Privo1te Final 
Disposable COnsump1ion 

Income (a) Expenditure 

Percentage Percentage 
change on chang~ on 

previous previous 
period period 

Average: 1977-78 to 1986-87 (r) . 2.2 2.6 

Year-
1977-78 0.8 l.S 
1978-79 3.4 3.3 
1979-80 0.6 2.5 
1980-81 3.8 3.S 
1981-82 4.2 4.0 
1982-83 0.1 1.8 
1983-84 4.7 2.6[d) 
1984-85 3.2 3.9(d) 
1985-86 2.4 2.8 
1986-87 -1.2 o.s 

(a) Deflated by the implicil price dctlator for private final consumption expenditure. 
(b) Ratio of household saving to household disposable income. 

Saving 
Ratio (b) 

Per cent 

J0,6 

11.9 
12.0 
!0.4 
10.7 
10.8 
9.4 

11.4 
II.I 
10.8 
9.3 

(r) Annual average for the period, except for the saving ratio, which is lhc average level for the ten years to 
1986-87. 

(ti) Adjuslcd for ihe e/fee1 of lhe imrod11c1ion of Medicare; see foo1no1c (a} to Table /, 

Growth in non~durable goods consumption of I.7 per cent was attributable 
significantly to growth in the housing rental component (which is dominated by the 
imputed rent for owner-occupied dwellings); consumption of food fell by 1.3 per 
cent in per capita terms. 

Investment in dwellings fell by 10.6 per cent in 1986-87, consistent with a 
macroeconomic backdrop of relatively high real interest rates and a fall in real 
household income. In addition, investor demand for residential properties appears 
to have weakened because of lower returns relative to equities and other financial 
assets. 

The April 1986 housing package included a commitment by the savings banks 
to approve $6 billion in housing finance for owner-occupation during 1986-87. That 
target was surpassed by just over $3 billion (after adjustment for the entry of new 
savings banks that were not party to the housing package). 

Despite this increased lending by savings banks, but consistent with price-rather 
than availability-being the constraint on the demand for housing finance, the total 
number of finance approvals for owner-occupation increased by only 1.3 per cent 
in 1986-87. Within the total, the number of finance approvals rose by 5.3 per cent 
for established dwellings but fell by 10.3 per cent for new dwellings. The reasons 
for this divergence appear to include the following: 

• the lending figures for established dwellings since April 1986 have been inflated 
by the inclusion of savings bank loans which have refinanced higher cost 
housing loans taken out with other institutions prior to savings bank mortgage 
interest rate deregulation; and 

• the relative price of established to new housing had fallen from late l 985 to 
the June quarter 1987, making the former relatively more attractive. 
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B11siness fixed investment grew by 0.9 per cent (Chart 6, Panel A), above the 
budget-time estimate (I per cent fall) and a marginal improvement on the 1985-86 
growth of 0.2 per cent. Growth was confined to non-residential building and 
construction investment, which increased by 15.0 per cent from already buoyant 
levels in 1985-86. Investment in plant and equipment, however, declined by 3.9 per 
cent. Among the macroeconomic factors that contributed to that decline were: 

• continued high levels of real interest rates; 
• uncertainty over Australia's ability to maintain its competitiveness gains over 

the medium term; 
• the depreciation-induced increase in the real cost of imported investment 

goods, for example, commercial vehicles; 
• under~utilised capacity in some sectors; and 
• while the gross operating surplus share for the private non-farm corporate 

sector fell only slightly, increased interest payments continued to erode retained 
earnings. 

A shift in investment towards the tradables sector is a necessary part of the 
external adjustment process. Chart 6, Panel B provides an indicative classification 
of private new capital expenditure since 1983-84 as between tradable and non
tradable industries. These indications must, however, be severely qualified by two 
main factors. First, expenditure undertaken by the largest sector (finance, property 
and business services) in the ABS investment survey from which the data are 
derived cannot be classified because leased plant is presently shown with the 
industry of ownership (that is, finance), rather than the industry of use (such as 
mining, manufacturing and transport). Second, the classification of the output of 
industries as either tradable or non-tradable is necessarily somewhat arbitrary. For 
example, hotel construction (which showed strong growth in 1986-87) is classified 
as "non~tradable', even though a significant component of recent investment is aimed 
at the foreign tourist market. 

Subject to those caveats, the Chart indicates some shift over the past two years 
in the composition of investment towards tradable industries, particularly non
commodity tradable industries. (Unlike the situation faced by most commodity 
tradable industries, the benefit of the depreciation of the Australian dollar to the 
non-commodity tradable industries has generally not been offset by a deterioration 
in the world price of their output.) A substantial expansion in investment in the 
tradable sector does not necessarily require an increase in total investment but 
can-in line with current relative price incentives-occur at the expense of 
investment in non-tradables. 

While the real cost of new capital plant and equipment is estimated to have 
risen by an estimated 13! per cent over the last three years (importantly reflecting 
a high import content), real wages declined, indicating a large relative price shift. 
Accordingly, some increase in the use of labour relative to capital in the production 
process was to be expected. This substitution tendency implies a lesser constraint 
on output growth than the relatively subdued levels of investment to output might 
at first sight imply. It appears to have been an important reason for the resilience 
of employment growth in 1986-87,. despite the slow-down in production (of which 
more below). 
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' Chart 6: Private Business Fixed Investment 

, Punc:l.A: Per cent of GDP (a) u·r ____ __.:..;._ _______________ __, 
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Panel B: Tradable/Non-tradable Investment (b)(c) 

'".j_ _______ ___ 

38 
Non-tradable(d) 

36 

34 Tradable Non·commod111cs ~~ ................... -----------------

32 .................. ,,,,.,,. ............ 
30 ____ ................................... ----·;;~--------T--radabl.:.~~~~--" 
28 

26 

1983-84 1984-85 1985..Sb 

(a) Based on National Accounts constant price da1a·(avcrnge 1979-80 pricc::s}. 
{b) Source: ABS Cat. No. 5626,0 u11d unpublbbN data. 
(c) Share or total real investment excluding investment in the fin:ince, property and business services sector 

which includes leased capital used in other sectors. 
(d) Other selected industries (~leclrkity, gas and w:iler, wholesale trade, retail trade, transport and storage, 

and other non·manufactunng). 
{c) Mining sector and the manufacture of food, beverages and tobacco (the rural sector is excluded from 

!he survey). 
(f) Manufacturing sector excluding food, beverages and tobacco. 
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There was anecdotal evidence during 1986-87 of a number of' older manufactur-' 
ing facilities being brought back into production for import replacement and export 
activities, as might be expected given the relative price shift in favour of the 
tradables sector. 

Taking account of the greater use of labour relative to capital, strong growth in 
building and construction, and some recommissioning of plant and equipment, it 
would seem that the historically subdued level of overall investment has not so far 
hampered the expansion of resource flows to the tradables sector, nor been a major 
constraint on overall growth in production. 

Private non-farm stocks detracted a sizeable I.I percentage points from GDP 
growth in 1986-87 (Chart 4, Panel F), while farm and public authority stocks had 
a neutral effect. The non-farm stocks~to-sa/es ratio in the June quarter was the 
lowest recorded, reflecting the continuing effect of high real interest rates, the 
spread of more efficient stock management techniques, falling import demand and 
the continuing relative growth of (low stock-holding) service industries. 

Public Sector Demand 
The major objectives of fiscal policy in ! 986-87 were to further restrain house

hold incomes and domestic demand, and to reduce the gross and net PSBR. The 
budget deficit of $2,715 million (1.0 per cent of GDP) was less than half the 1985-
86 outcome of $5,726 million (2.4 per cent of GDP) and $788 million below the 
budget estimate. Initial expectations by many commentators were that there would 
be a significant overrun on the budget deficit, as well as a significant offset to the 
implied reduction in the Commonwealth's net borrowing requirement through ?igh~r 
State borrowings. As the year unfolded, it became apparent that the reduction m 
the Commonwealth's Budget deficit would be achieved. Furthermore, preliminary 
government finance data suggested that borrowings by the State and local govern
ment sector would be more restrained than initially expected. 

Total public sector outlays increased by 0.7 per cent in real terms in !986-87. 
Although Commonwealth Budget outlays fell by 0.8 per cent, total Commonwealth 
Government sector outlays fell by less (0.4 per cent), reflecting the public airlines' 
re-equipment programs. State and local government outlays, on the other hand, 
grew by 1.0 per cent. 

An important factor contributing to the fall in domestic demand was a slowing 
in the growth of total public sector final demand (Chart 4, Panel E). It grew by 
only 1.3 per cent in 1986-87, the lowest rate since 1979-80. Public final co11sumption 
expenditure grew by 1.1 per cent, the lowest rate since 1981-82. Public gross fixed 
capital expenditure grew by only 0.4 per cent. Although increased public sector 
final demand contributed significantly to stronger domestic demand growth in the 
final quarter of 1986-87, this was brought about by a bunching of Commonwealth 
consumption expenditures in that quarter; for 1986-87 as a whole, Commonwealth 
consumption expenditures declined by 0.2 per cent. 

The decline in the net PSBR-1.2 percentage points of GDP-was slightly 
smaller than the decline in the Commonwealth's Budget deficit because of a small 
increase of 0.1 percentage point in the net borrowing requirement of the State and 
local government sector. This represented some amelioration of the trend since 
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198.4-85 of a declining Commonwealth borrowing requirement being partially offset 
by mcreased State and local government sector borrowings in net terms. 

, These trends are analysed in the new Budget Statement No. 7 which for the 
first ti~e, disaggregates the public sector into general government and publi~ trading 
enterprises. Statement No. 7 also provides details on longer-run trends in public 
sector outlays and revenues. Details of the 1986-87 Budget outcome are provided 
in Budget Statement No. 5. 

Total Domestic Demand, Net Exports and Gross Domestic Product 
The weakening in domestic demand evident in the latter part of 1985-86 

continued into 1986-87, with gross national expenditure (GNE) falling by 0.3 per 
cent. 

As anticipated, a strong external performance cushioned production. Growth in 
net exports contributed 2:3 percentage points to GDP growth in 1986-87, compared 
with l.2 percentage points in 1985-86. This partly reflected falling import demand 
related to weaker domestic demand and import replacement. More importantly, 
export volumes responded strongly to the significant real depreciation since 1985. 
In total, the net export contribution was double that in 1985-86. Output growth of 
2.0 per cent was the result. The switch from domestic to net external demand in 
1986-87 without a slide into recession was an encouraging aspect of the external 
adjustment process. 

Labour Market 
There has been general resilience in employment growth over the last two years 

(Chart 7, Panel A). Particularly during the period of weakness in output in 
1985-86 and early 1986-87, the labour market was substantially more buoyant than 
the trend relationship between output and employment would suggest (Chart 7, 
Panel B'"). In 1986-87 as a whole, employment growth of 2.3 per cent (Panel A of 
Charts 7 and 8, and Table 3) was somewhat above that of non-farm product ( 1.9 
per cent). 

A number of possible explanations of the good employment performance during 
the period of weakened output growth have been advanced. These include the 
increased share of part-time employment (so that employment growth measured on 
a per worker basis might overstate the actual increase in labour input in terms of 
aggregate hours worked); the possibility that activity was stronger than presently 
measured; changes in the output mix in favour of labour-intensive products; 'labour 
hoarding' during the output slow-down; and substitution of labour for capital in the 
production process in response to a decrease in the relative price of labour. 

It is obviously very difficult to disentangle these possible causes. As ever, doubts 
must be attached to initial estimates of GDP and it is notoriously difficult to draw 
firm conclusions about the relationship between output and employment on the 
basis of aggregate data, particularly preliminary estimates. However, some points 
can be made. Although part-time employment has been growing faster than full-

(4) This Chari is based on non-farm GDP al market prices, a commonly used measure of output A similar 
story, although less marked, emerges for non.farm GDP at factor cost. a measure which docs nm include 
indirect ta:itcs and subsidies and therefore better rellects the value of production net of government effects. 
The value of indire;t taxes less subsidies ~eclined quite steeply between the June qu:irtcr 1935 and June 
quarter 1986, meanmg GDP at m:irket prtces slowed more th:in GDP at factor cost over this period. 
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Chart 7: Labour Market Indicators (a) 
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(a) Scnsonally adjusted except for Panels D and E. Base rx:riod for Panels B to E Is 1hc March quarter 
1982, the pre-recession peak in tornJ ernp/oymcnl, while ll1a1 for Panel A is the June quarter 1979. 

(b) Real non-form product at market prices. 
(c) Non.farm cmpfoymcnl. 
(d) Non-farm product per total hours worked (smoothed using u wcighrcd, centred, d111:c quarlcr moving 

average), 
(e) Non-farm produc1 per non·farm employed ~rson (smoolhed using a weigl11ed, centred, three quarter 

moving average), . . , 
(f) industries included: wholesale and retail trade; finance, propcny and business scrv1ccS', community 

services: 1ranspor1 and stor.igc; recrca1ional, personal and otMr scrvi~s: clccuicity, gas and wa1er; 
public administration and derencc; and communications. 

(g) Industries included: mining; agri:ulturc; forestry, fishing ~nd huntin~. . . , 
(h) Reul price of new plant and equipment (the ddlator for m11es1mcn1 m plant and cqu1pme111 dwided by 

the non-farm product dcflator), 
(i) Average real labour cos1 index {wages and salaries, supplements. payroll tax, and' frlnge bcncliu tax ~r 

hour worked by wage and salary earners. deflated by the non•rarm product deftalor). 

time employment (Chart 7, Panel C), average hours worked per employee have 
been stable (reflecting mainly an increase in average hours worked by part-time 
employees). Treasury estimates indicate that aggregate hours worked increased by 
about the same as employment in 1985-86, and only a little more than employment 
in 1986-87. Measured labour productivity has thus not been greatly different on an 
hours worked basis (Chart 7, Panel B). Changes in output mix-in particular, the 
relative growth of the service industries (which are generally more labour-intensive) 
(Chart 7, Panel D)-appear to have contributed in so far as the slow-down in 
service employment was less marked than in other areas of the workforce. The 
recent improvement in international competitiveness has had an early, large effect 
on tourism, for example. However, there is a question whether the growth of service 
industries above established trends has been substantial enough to account for the 
major part of the observed shift in the aggregate output/employment relationship. 

As is usual in periods when activity slows temporarily, labour hoarding was no 
doubt present. The relative buoyancy of employment growth also seems to owe a 
good deal to factor substitution flowing from the now sustained fall in the relative 
cost of labour. Real labour costs per hour decreased by around 3.1 per cent from 
the June quarter 1984 to the June quarter 1987. The real cost of purchasing new 
plant and equipment increased by an estimated l 3t per cent over the same period 
(Chart 7, Panel E); real interest rates also rose over this period. It is this relative 

Table 3: Employment, Unemployment and the Labour Force 
Employment Labour Force Um:mp!oymcnt (a) 

Unem-
Partici- Total Mean ployment 

Part- pat ion unem- duration benefit 
time Full· Total Total rato ploymcnt of unem· recipients 
(a) rime (a) (a) (a) (b) ralo ployment (c) 

(Per cent chartge on a year earlier) (Percent) (Weeks} (Percent) 
Year-

1982-83 4.2 -2.9 -1.7 1.3 60.9 8.9 32.9 87.0 
1983-84 1.8 0.7 0.9 1.7 60~ 9.S 42.0 91.8 
1984-85 5.2 2.2 2.8 1.6 60.9 8.S 46.0 94.8 
1985-86 6.5 3.3 3.8 3.J 61.7 1.9 46.9 95.S 
1986-87 5.4 1.6 2.3 2.8 62.0 8.3 47.l 9o.6 

(a) In April 1986, the ABS extended the definition of emp!oymem 10 include. unpaid family helpers in a farm 
or business who had· worked 1 to 14 hours. The revised series is available from March J98S, at which 
point the Treasury has finked the old and new series. 

(b) The civilian Jabour force as a percentage of the civiHan popvlalion aged IS and over. 
(c) The number of unemployment benefit recipients as a percentage or the total number of unemployed 

persons. Nole tha1 the dcfmi1ion of'unemployed persons' used in the ABS series differs from the eligibility 
requirements for unemployment benefits. 
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Chart 3: Labour Market Aggregates 
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cost element which is most different from normal cyclical patterns. On the face of 
it, factor substitution seems to have been an important contributor to the resilience 
of employment. 

With employment growth pausing in the September quarter 1986, the unem
ployment rate rose to 8.3 per cent (from 7.8 per cent in the June quarter 1986) 
(Chart 8, Panel C). Employment recovered sufficiently lo stabilise the unemploy
ment rate in the range 8.0 to 8.4 per cent throughout 1986-87. Earlier falls in 
unemployment (1983 to 1985) had been achieved against a recovery in the labour 
force participation rate which levelled out during 1986-87 at rates a little above 
the past decade (Chart 8, Panel B). 

The increase in the number of unemployed of 48,000 between 1985-86 and 
1986-87 was concentrated among adults seeking full-time work and young people 
(Chart 9). The .mean duration of unemployment edged up slightly in 1986-87 from 
an historically high level (Table 3). 

10.0 

8.0 

Chari 9: Unemployment Rates 
Panel A: Full·timc and P.a11-1imc 
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(a) Juniors 11rc defined as those aged 15-19 years. 

The number of unemployment benefit (UB) recipients declined by 15,000 through 
the course of J 986-87. The ratio of recipients to total unemployed fell from 0.96 in 
the June quarter 1986 to 0.89 in the June quarter 1987 (Table 3), reflecting in 
large 'part the tightening of UB administrative arrangements introduced during the 
year. 

Wages and Prices 

Award wage increases during the year largely reflected the Conciliation and 
Arbitration Commission's decision of 26 June 1986 providing a national wage 
increase of 2.3 per cent, and the $10 first-tier increase provided in the 10 March 
1987 decision. Most second-tier payments will impact in 1987-88 and beyond. 

The main sectional wage increases awarded by the wage tribunals during the 
year were for nurses and coal miners. While these had a large impact on labour 
costs in these sectors, they had little direct or flow-through effect on overall growth 
in award rates of pay of 4.7 per cent in 1986-87. 
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Average weekly earnings (A WE) and average weekly ordinary ~ime ~arnings 
(AWOTE) for full-time adults grew by 6.3 and 7.2 per cent respechvely m 198~-
87, slightly higher in both cases than in 1985-86 \Table 4). The slow~r growl~ m 
A WE than A WOTE was largely due to the conttnued faster growth m part-lime 
employment than in full-time employment. 

The gap between A WOTE and awards widened in 1986-~7. c.ontinui.ng con;ipo
sitional change, some over-award wage increases and ~the _cashm~-out of frmge 
benefits contributed to this gap. To the extent that cashmg--0ut occurred, . the 
figures would overstate actual growth in earnings (and labour costs) "". the frm~e 
benefits themselves (which the cash payments replaced) .had not been. included m 
the series. Increases in earnings were largest in the mmmg, construct10n1 finance. 
property and business services and utilities sectors. 

Average earnings measured on a national accounts basis (Table .4) cover the 
majority of direct labour costs, including on-costs such as superannuation payments 
by employers and workers' compensation claims incurre~, and provide a measure 
of earnings viewed as costs. This measure has been growm!'. faster than A ~E over 
the last three years reflecting relatively strong growth ~n superannuation. and 
workers' compensation and, in 1986-87, a pay-day effect which boost~d the natzonal 
accounts estimate but not the survey-based estimate. Seasonally adjusted average 
earnings on a national accounts basis grew by 6.3 per cent in 1986-87. I~ each of 
the last two years both the survey and national accounts. m~asu_res of ear~mgs have 
increased by less than the private consumption deflater, ~ndtcatmg a ~all m average 
real earnings. The cumulative decline in real average earnmgs on a national accounts 
basis has been 6.9 per cent since 1982-83. 

Table 4: Award Rates of Pay and Earnings (a) 
Aw.irdr.itcs 
orp.iy: Average weekly earnings 
Adultwascand (survcyhlsis) 
s.i\aryearncrs ---------

A\·cragcearnings 
(m11iomdacco11msbasis) 

Full-time adults: 
ordinary time 
earnings 

All persons: 
1ota1 earnings 

Nominal Real (b) Nominal Real (b) Nominal Real (b) 
Nominal 

(<) 

(Per cent change on previous period) 
Year 

1981-82 12.J 2.S 13.4 3.6 13.7 3.7 
1982 83 . II.I -0.3 14.2 2.6 11.2 -0.1 
1983 84 . 5.3 -2.3 7.8 -0.1 8.5 0.6 
1984·85 . 5.4 -1.0 7.6 I.I 6.9 0.4 
1985-86 . 4.6 -3.7 6.2 -2.3 5.9 -2.5 
1986-87 . 4.7 -4,6 7.2 -2.3 6.3 -3.1 

(Per cenl change on a year earlier) 

Qu1"9~~r Mar. 6,6 -2.7 7.1 -2.4 7.1 =~:~ 
~~~: ~:! =i:* ~:i : ::! ~:~ - l.9 
Dec. . 2.5 -6.9 7.6 -2.2 7.0 =~:! 

1987 ~~~- . ;:1 =~:~ ~:j =~:~ 1:~ -3.3 

14.4 
12.8 
5.0 
7.3 
6.2 
6.6 

8.2 
5.0 
8.0 
6.8 
4.5 
6.3 

lte.il Real 
inC<Jme labour 

(b) costs(d) 

4.4 
1.3 

-2.7 
0.8 

-2.2 
-2.9 

-1.3 
-3.4 
-1.4 
-3.0 
-4.8 
-2.9 

2.6 
1.6 

-2.S 
0.8 

-o.8 
-1.0 

0.6 
-2.8 
-0.2 
-1.2 
-2.4 
-0.7 

(o) For dcfinil!ons see foolnotes to Table S of r~e Round-up pnxluc?d by the 'frcasury. 
(b) Dt:tlated by lhe implicit price deOator for pnvale final consumption expend1t~rc. ·s the increases are 
(e) The 1986-87 annual daia arc dis~ortcd by pay-day effects; on a s:asonaly. adJ~}l~d ~j_86. ' 

6 3 per cent (cf 6 6 unadju~ted) m 1986-87 and 6.3 per cent (cf .2 una JUSle m f w e and 
(d) Non.form wages." salarie.c; and supplements, payroll lax and fringe bcnelilS tax per non- arm ag 

salary earner, deOa1ed by the implicit price dcflator for gross non-rarm product. 
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Over· the same period, average earnings have also increased more slowly than 
output prices, implying a fall in real labour costs, as shown in the final column of 
Table 4. 

. This restraint i_n, real earnings represents a substantial achievement, reflecting 
widespread recogmt1on of the need to maintain the improvement in Australia's 
competitiveness resulting from the depreciation, and to adjust incomes on account 
of the terms of trade decline. As a result, overall economic adjustment has taken 
place with continued employment growth, and without the social friction and 
adverse redistributive consequences associated with increases in unemployment. 

Pr'.ce '.nflation P!cked up ?uring the first half of 1986-87 (Table 5), principally 
re~ectmg mcreased import pnces from the significant exchange rate depreciation in 
mtd-1986. Government taxes and charges are also estimated to have added about 
I.I percentage points directly to the Consumer Price Index (CPI) in 1986-87: 

Table 5: Price Indicators 

Consumer price index--
All groups . 

Implicit price detiat~rs (e):_ 
Private final consumption 

expenditure . .... 
Exports of goods and services 
Imports of goods and services 
Gross non-farm product 

(o) Annual rates. 

Year Half year (a) 

-,9°"ss'".""s•=----:,.,-9s"'•""· 8-7--

1983~84 1984·85 J98S··86 1986-87 I II --, --II 

(Per cent change on previous period) 

7.9(b) S.8(b) 8.4 9.3 9.1 8.6 JO.I 8.6 

7.9 6.5 8.7 9.7 9.2 9.2 10.4 8.7 S.7 7.1 4.7 4.1 5.0 -s.o 10.4 1.7 .:w lO.O 16.2 9.7 18.6 7.0 14.8 2.3 7.7 6.4 7.1 8.0 6.8 8.8 7.7 7.S 

(b) Adjusted. by the Treasury to remove the effect of the introduction of Medicare on the March and June 
quarters 1984. 

(c) Hair-yearly calculations arc based on seasonally adjusled data. 

The depreciation-induced effects on domestic prices waned over the course of 
1986-87, though this was more apparent at the point of importation than at the 
retail level. Treasury estimates suggest that, by the June quarter 1987, about 90 per 
cent of the potential price effect of currency changes since the December quarter 

· 1984 on endogenous goods imports had occurred. The flow-through to import prices 
after the mid-1986 fall of the Australian dollar appeared faster than for the early 
1985 depreciation, suggesting that importers may have seen less scope to trim their 
profit margins following the later depreciation. 

The appreciation of the Australian dollar since August 1986 was the dominant 
factor in stabilising prices at the point of importation in the second half of 1986-87. 
Taking into account the lag in price adjustment from the point of importation to 
retail transactions, the abatement in import price pressures began to show through 
only slowly in consumer prices as the second half of the financial year progressed. 

The Australian Bureau of Statistics (ABS) estimates !he contribution to the 
total movement in the CPI of price changes of goods which are 'wholly or 
predominantly' imported. This contribution amounted to 1.4 percentage points of 
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the 9.3 per cent CPI increase in 1986-871". Treasury estimates suggest a total (direct 
and indirect) effect two, to three times higher. 

On the basis of present measures, in 1986-87 real unit labour costs in the 
private non-farm corporate sector were unchanged; they fell slightly in the total 
non-farm sector. Both measures remained at a level around the average of the late 
1960s and early 1970s (Table 6). The 1986-87 non-farm sector outcome reflected a 
fall of 2.0 per cent in real labour costs per hour. Because of the strong growth in 
employment, this was partially offset by a fall in average labour productivity. 

Table 6: Gross Operating Surplus Shares, Company Income and Profits and 
Real Unit Labour Costs (a) 

Gross operating Indices of real unit 
surprusshares Share Jabour costs 

of 
Private company Private 

non-fann income non-farm 
corporate Non-farm after Company corporate Non-farm 

sector sector tair;(b) profits (c) sector seclor 

{Sm, 
1979-80 

(Percent) prices) Index (d) 
Averages: 

1966-67 to 1972-73 32.2 17.0 n.a. 100.0 100.0 
1973-74 lo 1982-83 27.9 13.0 8.9(t) 106.S 106.6 

Ye:1r-
1982-83. 25.4 10.9 3.9 n.a. 110.1 I07.2 
1983-84. 30.6 12.7 9.2 6336 102.S 102.0 
1984-85. 31.S 13.0 8,7 6660 101.3 100.1 
1985-86. 31.~ 13.1 8,0 6260 100.7 98.4 
1986-87. 31.9 12.9 '" 6400 100.7 97.9 

Quarter(/)-
11.7 1502 n.a. 100.8 1986 Sep. 

Doo 13.2 1748 n.a. 98.4 
1987 Mar .. 13.3 1553 96.9 

'"" 13.3 1518 n.a. 95.6 

(a) For definitions sec footnotes to Chart 2 and Tables 4 and 29 of the Round•up produced. by the Treasury. 
(b) Eseimates of net in1erest payments ustd in the deri\'aticn of 1his measure hlwe been adius1ed by the T~easur~ to 

allow for the effects of inflation on monetary assets and Iiabili1ics. This brine;; the treatment of lhesc items into 
line with the Stalistician's treatment of fixed assets and stocks. 

(C') Company profits before income tax, survey measure ABS Cat. No. 5651.0, deflated by the gr0$-non farm product 
dcllator at 1979-80 prices. 

(d) Base: average 1966·67 to 1972-73 • 100.0. 
(t') Average for 1974-75 to 1982-83. Data for periods prior to 1974-75 arc not available. 
(/) Scasonallyadjustcd. 

Table 7 compares growth in compensation per employee in Australia and our 
eight major OECD trading partners, weighted accordin~ to thei_r shares of Au~t;al
ia's imports. This comparison is an important element m assessing the competitive
ness of our import-comp~ting and manufactured export sectors. 

Although real wages and real unit labour costs in Australia have fallen substan
tially, Australian earnings have increased more rapidly than in the major OECD 
countries during the past three financial years. (As noted earlier, because of 'cashing
out' of fringe benefits in 1986-87, measured growth in earnings probably over-stated 
actual growth in Australia.) This divergence has moderated the effect of the 
exchange rate depreciation on Australia's international competitiveness. However, 

(51 The 1\BS has emphasised tha1 1hcse cs!imales do 001 capture lhe ptec!se or full effect of d~p~cci~lion on 
the CPI. Importantly, they omit indirect effects which arc transmitted through deprcc1at1on·mduccd 
increases in lhc cost of raw materials and other inputs and in prices of import-competing goods. 
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Table 7: International Comparison of Compensation Per Employee 

Ycar-

Jnpan 
(•) 

Federal 
Republic 

United of United 
Stales Germany Kingdom 

(•) (•) (•) 

Now 
Zealand 

(b) 

(Per cent change on previous year) 

Major 
OECD 
trading 

partners Australia 
(c) (d) 

1983-84 2.6 4.S 4.3 6.3 0.4 4.4 4.9 
1984-85 3.7 4.9 3.0 6.3 4.5 4.7 7.5 

:~:t:~ ~:~ ~:: i:~ ~:: :;:~ ~:~ ~:~ 
(a) ~:u~~i~cll~~i.fge~o"rorrt~~~:~as\~c f~~l%~~~;, per worker to the employer) in the business sector. OECD 

{b) Compcnsatio~ per c_mploycc. Estimates arc for the New Zealand fiscal year which ends in March. 

(c} g~:~;.d ~~J~;d ~j~~~~::s~~~nz~~~a~hd~r~1:1~.,A;:;~~~a~~~mt':~!~!r~mlt;~~8~. Yn5~9s~~i:~~!e:~~~~i~: 
account~d for around 71 per cent of Australia's imports. 

(d) ~ustr~J1an average earnings ~ala have been mad.e as. eomparablc as possible with OECD data by the 
4')~1us1on of payroll hut and, m order to exclude d1s1ortmg pay-day effects, seasonal adjustment (sec Table 

the bulk of .th~ su?stantial improvement in competitiveness stemming from exchange 
rate deprec1al!on m 1985 and 1986 has been maintained (see Chart 13 below). 

Available measures of corporate profitability (Table 6) indicate that the levels 
established in the previous three years continued to be broadly sustained in 
1986-87'"· The gross, operating surplus share for the non-farm sector fell slightly in 
1986-87, while the survey-based measure of company profits before tax (deflated 
by the non-farm product deflater) rose marginally. The survey of company profits 
also provides data for major industry groups. In 1986-87 company profits before 
tax (deflated by the non-farm product deflator) recovered in wholesale trade, fell 
in mining and retail trade and remained broadly steady in the manufacturing sector 
as a whole. 

Monetary Policy and Conditions 

The effects of financial deregulation and innovation continued to complicate the 
interpretation of financial conditions during 1986-87. While the monetary aggre
gates returned to more moderate growth rates, other forms of financing, including 
bill' finance and off-balance-sheet transactions, continued to grow fairly quickly 
(Chart IO, Panel A). 

Assessment of the appropriateness of monetary policy during 1986-87 was again 
made by reference to a wide range of financial and economic indicators-the so. 
called 'check list' approach. 

Monetary policy was directed towards dampening domestic demand to facilitate 
increased net exports and containing cost and price pressures so as to contribute to 
preserving international competitiveness. Monetary policy, together with Reserve 
Bank foreign currency transactions, was a]so used actively to steady flurries in 

(6) The measure based ?n. col!'pany incol!lc after tax has been significantly affected as 10 level by the changed 
treatment of dcprec1a11on mtroduced m lhc December quarter 1986 National Accounts. It should be noted 
tha~ inHation adJustmc~t in the National Accounts is confined only 10 physical assets (stocks and fixed 
capllal) Acc~rdmgly, 11 is necessary to apply. an inna1ion adjustment to ncl lending nows in order to 
measure real income flows correctly. A correction of thts kind has been applied in deriving the cs1imatcs 
or company income after tax employed in Table 6. 
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financial markets during the year. As previously discussed, monetary conditions 
were firmer during much of 1986-87 than was envisaged at budget-time. 

The year began with the Australian dollar coming under renewed downward 
pressure, reaching new record daily-close lows of $US0.5980, and 49.3 on a trade
weighted index (TWI) basis, on 31 July 1986 (Chart 11). The deterioration in 
market sentiment was attributed mainly to the outlook for commodity prices and 
the current account, concerns that fiscal and wages adjustments might not prove to 
be adequate, and fears of substantial disin.vestment by overseas investors. In an 
attempt to establish a degree of stability in foreign exchange markets in the lead
up to the Budget, several measures (including large sales of foreign currency) were 
taken and monetary policy was tightened considerably. Short-term professional 
interest rates rose by around 3 percentage points in this period. Long~term bond 
rates and prime rates increased by just over one percentage point (Chart 10, Panel 
B). Interest rate differentials between 90-day bank bills and 90-day Euro-dollar 
deposits also increased sharply (Chart 10, Panel C). 

Market sentiment remained fragile in the immediate post-budget period. Most 
short-term interest rates and longer-term bond yields peaked in September. From 
end-September to early January 1987, the tone in financial markets improved. Most 
short-term professional interest rates fell by at least 2 percentage points during the 
December quarter and the TWJ recovered to around 55 at end-December. 

Chart 11: Australian Dollar Exchange Rates (n)(b) 

US (ccnts)/SA and Tradc•wcightcd Index 
100.,--~~~~~~~~~~~~~~~~~~~~~~~~-.-220 Yen/SA 

95 ·~··•.,00000.,,0.••""0•• •• Yoo/SA 210 

90 'SUS/S \, 
... A \ 

LA·. .. ~ .r--..\ •• 180 

200 

85 
190 

80 

65 

~ ............... . 

/~~L--/-\ / ....... ;;: 
~~ •• ...... .....-···""/ 130 

Trade·ut:ighted Index •••••· ••••• \...._.....-···-

170 

75 

70 

•\ 
60 120 

110 SS 
•••••• 100 ·· ...... ·· so-l-.-,-r-r-r-r-r-r-rr~rr-.---,,-,--,-,-,.--.---,-,.--,-,-,.-..-,-,-:'F,.-,-rr~rr...-;r+90 

MJ DM DM DMJ 
1983-84 1984-85 1985-86 1986-87 

(a) Upward (downward) movcmcnls rcprescnl appreciation (dcprc<:mtion) of the Australian doll.ir ag:iinst 
other currencies. 

(b) Monthly rates calcul.ittd as :ivcragcs of daily rates 
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In mid-January, the Australian dollar weakened sharply around the time of the 
European Monetary System currency realignment.. The Australian dollar reached 
lows of $US0.6425 on 14 January and 51.8 on a TWI basis on 19 January. The 
Reserve Bank made large sales of foreign currency and monetary policy was again 
tightened. Short-term professional interest rates again reached 17 per cent and ten
year bond rates increased by over t of a percentage point to I4 per cent. Although 
largely a temporary reaction to external developments, this period served as a 
teminder of Australia's vulnerability, so long as it has a continuing large external 
deficit. 

The remainder of the financial year saw a progressive improvement in financial 
market sentiment. Contributing factors included an improving trend in monthly 
current account deficits, growing reluctance by Japanese investors to add to their 
$US investments, and more recently the favourable assessment of the May fiscal 
package. 

As in late 1986, this strengthening in the tone of financial markets left the 
authorities with a number of fine judgments to make. It was necessary to sift 
temporary influences from more lasting ones. While there was a preparedness to 
see the improved sentiment reflected in interest rate and exchange rate movements, 
limits were seen both on the speed of sustainable interest rate reductions and on 
the upward movement of the currency against the background of longer-term 
competitiveness requirements. Substantial net foreign exchange purchases conse
quently played an important role during this period. 

Short-term interest rates moved down by some three to four percentage points 
over the period from February to end-June. Yields on long-term government bonds 
declined by around t of a percentage point. By year's end these reductions in 
professional interest rate structures affected retail interest rates. The exchange rate 
had appreciated by over 9 per cent on a TWI basis from the low point in mid
January. 

Net Lending and Borrowing by Sector 
Chart 12 illustrates net lending/borrowing (as a proportion of GDP) by major 

economic sector. 

Notwithstanding a sizeable reduction in its net borrowing over recent years, the 
public sector continues to be the dominant borrower on domestic capital markets. 
In contrast, the demand for funds by the corporate sector has been relatively 
moderate, reflecting a combination of subdued investment expenditure and improved 
profitability. 

The relatively large increase in financial enterprise net borrowing since 1983-84 
mainly reflects the activities of public financial enterprises (see Budget Statement 
No. 7). 

Net lending by the household sector has been at relatively high levels since 
1982-83. With the decline in the saving ratio, net lending by households fell slightly 
in 1986-87. While net lending from overseas fell in 1986-87 (the counterpart of the 
lower current account deficit), the overseas sector was again the major source of 
savings for the Australian economy. 
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Chart 12: Net Lending and Borrowing by Sector (a) 

Per ccnl of Gross Domeslic Produc( 

-I 

-2 

-3 

-4 

-s 
-6 

-1 

-S.1....-,-~~~..,-~~-'-..,-~~~~~~~~~~~~~~~~~ 

-I 

-2 

-3 

-4 

-5 

-6 Corporate Trading Enterprises (excluding public trading enterprises) 

Households (includes unincorporated enterprises) 

1980-81 81-82 82-83 83-84 84-85 85-86 86-87 

(a) Based on National Accounts constant price data and Treasury estimates. Positive (upward) bars on 
these charts represent net lending while negative (downward) bars represent net borrowing. It should 
be not~ .tha~ the patte~n or inter-sectoral net lending has bel:n affected by the change to current cost 
~eprc~1auon: in the ~auonal Accounts; 1hi5 ~ffecu lhc significance Df the sec!Drn! ncl lending dafa since 
inflauon adjustment of relevant aggregates is only partial (inventory changes and depreciation of fixed 

capital but not financial flows). 

(b) ~naly5is of.PSBR trend!~ contain~ in the new Budget Statement No. 7 which introduces 
d1saggrcgat1on oflhc p~bhcscctor into general government and public trading enterprises, 

(c) The level of net borrowing by lhc financial cnlerprise sector is lowu than in the corresponding chart of 
1986-87 Budg~t ~tatement ~o. 2. There a~c offsetting shifts in the level of net lending by 1hc olhct 
se<:tors. The pnnc1p::d reason 1s the change in National Accounts treatment of assets subject to a 
finance lease, now accounted for in 1hc sector of use rather 1han of ownership. 

33 



External Accounts 
The current account deficit for 1986-87, at $13~6 billion or 5.1 per cent of GDP, 

compared with a 1985-86 outcome of $14.S billion and 6.0 per cent respectively. 
The 1986-87 outcome was lower than expected at budget time: the improvement in 
the volume of net exports was stronger, reflecting more export growth than 
expected; and, while substantial, the fall in the terms of trade was somewhat less 
than expected. There was a further, but smaller,. increase in Australia's net external 
debt and debt servicing obligations. Details of the balance of payments in recent 
years are provided in Table 8. 

Table 8: Balance of Payments Aggregates ($ billion) 

Y<ar 

1982-83 1983-84 1984-85 1985-86 1986-87 

Current accounl 
Exports • 
Imports ....• • • • 

Balance on merchandise trade 
Service crcdils . 
Service debits 
Nctserviccs ......•. 

Balance on goods and services . 
Income credits. 
!ncomc debits . 

Net income ..... 
Net unrequited transfers . 

Balance on current account 

Capital account 
Austr.ili:m investment abroad

Official. 
Non-offidal--

Private scclor lending . 
01her 

Total non-official . . . • 
Foreign inves1men1 in Ausualia

Offieial. 
Non-official-

Public seclot borrowings • 
Private sector borrov.ings. 
Other 

To111! non--0ffici:1! • • 
Bal:im:e on capital account. 

Balancing item. 

Balance on current account as a pcm:ntage of 
GDP. 

20.7 
-21.7 
-1.0 

4.0 
-6.8 
-2.8 
-3.8 

1.4 
-4.2 
-2.8 
-0.1 
-6.8 

-2.7 

-0.2 
-1.3 
-1.5 

I.I 

2.5 
5.4 
1.3 
9.3 
6.1 

0.6 

-4.0 

23.7 
-23.5 

0.2 
4.3 

-7.3 
-2.9 
-2.8 

1.8 
-6.6 
-4,8 

0.2 
-7.3 

-2.3 

-0.3 
-1.9 
-2.2 

1.0 

2.5 
4.1 
2.1 
9.3 
s.7 
J.6 

-3.8 

29.2 
-30.t 
-0.9 

4.9 
-8.9 
-4.0 
-4.9 

1.9 
-8.S 
-6.6 

0.4 
-JI.I 

1.3 

-0.9 
-4.0 
-4.9 

2.6 

3.8 
7.3 
2.2 

13.3 
12.2 

-JJ 

-5.2 

32.2 
-35.6 
-3.4 

5.9 
-9.8 
-3.9 
-7.3 

2.3 
-10.4 
-8.0 

0.8 
-14.S 

1.9 

-2.3 
-5.5 
-7.9 

3.4 

2.2 
ll.4 
2.9 

16.S 
13.9 

0.6 

-6.0 

35.4 
-37.3 
-1.9 

7.2 
-IO.I 
-2.9 
-4.8 

2.5 
-12.6 
-10.l 

1.3 
-13.6 

-3.8 

-3.2 
-5.8 
-9.0 

3.9 

2.6 
13.2 
5.9 

21.6 
12.7 

0.8 

-5.1 

The growth of 7.5 per cent in the volume of exports of goods and services in 
1986-87 was very encouraging. In addition to improved competitiveness, good 
seasonal conditions in grain-growing areas, continued high levels of cattle slaughter
ings and run-downs in wheat and wool stocks contributed to stronger rural export 
volumes. As discussed further below, the rise in non-rural export volumes resulted 
from significant increases in exports of manufactures and minerals and metals 
(Table 9). 

The 4.8 per cent fall in the volume of imports of goods and services in 
1986-87 reflected the continuation of relative price effects from depreciation of the 
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Table 9: Exports and Imports of Goods and Services 

Current Price Per Cent 
Values (S bi!lion) of Total 

Per cent change on 
1985-86 

1985-86 1986-87 1985-87 Price Volume Value 
Ell.ports of Merchandise Goods 

Non-rural-
Meta\ Ores & Minerals

Iron ore. 
Alumina. 
Other. , 

Tot:i\ .•..... 
Metals & Metal Manufacturcs

lron &Steel 
Aluminium. 
Other .. 

Total •• 
Minera\Fuels-

Coking coal ....• 
Steaming Coal , . , . 
Other mineral fuels (a). 

Total •.••.. 
Other-

Machinery & Transport. 
Gold, •••..• 
Other. 

Total •.... 
Tola! Non-rural Exports . 

ofwhich-
Manufactured exports (b) , 

Rural Exports
Mcal. 
Cereals. 
Sugar 
Wool 
Other , •.. 

Tola! Rural Exports 
To!al Exporls . • , 
Imports of Merchandise Goods 

Endogenous Imports {c)
Consumption goods . . 
Capital goods. 
Olhcr goods • • . . . • 

To1al Endogenous Imports • 
Exogenous Imports (d)-

Fuels ...•. , , • 
Other ..••.•. 

Tofal faogenous Imports 
Total Imports • . • . . . 
Service credits-

Tourism. 
Other .•.• 

Total Service credits 
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Australian dollar and the weakness across all categories of domestic demand. 
Relative price effects were underpinned by another large rise in endogenous import 
prices (around 14 per cent following an 18 per cent increase in 1985-86). Although 
the Australian dollar appreciated by some 12.5 per cent in TWI terms between 
end-August 1986 and end-June 1987, accompanying import price falls have to date 
been marginal apparently because of a tendency on the part of importers and 
foreign producers to unwind their earlier absorption of depreciation price effects. 

There was a fall of 4.9 per cent in the volume of imports of goods, notwithstand
ing a 17 per cent rise in exogenous imports (the main components of which are 
government, civil aircraft and petroleum). In 1986-87 civil aircraft import volumes 
increased sharply, as the major airlines undertook re-equipment programs. Petro
leum import volumes increased by over 36 per cent, due to shortfalls in domestic 
liftings occasioned by industrial disputes and refinery breakdowns, together with 
marketers taking advantage of periods in which weak international prices were not 
reflected fully in domestic prices. The volume of endogenous imports, which fell by 
8 per cent, is more indicative of underlying trends. 

In 1986.87 there was also a strong improvement in net services, in both volume 
and value terms. Relative price movements were an important influence, curtailing 
overseas expenditure by Australian tourists and encouraging overseas visitors to 
Australia. Slower growth in freight payments associated with lower import volumes 
was also a factor. 

In real terms the trade surplus (net exports of goods and services at 1979-80 
prices) is estimated at $2.4 billion in 1986-87, a sharp turnaround from the 
$1.0 billion deficit in 1985-86. 

The positive etfect of the depreciation of the Australian dollar on commodity 
export prices in Australian dollar terms broadly offset falling world prices, thereby 
underpinning the retention of resources in many commodity export industries. The 
combination of currency depreciation and domestic cost restraint has aJso raised the 
competitiveness of many Australian commodity producers relative to other world 
suppliers. (Measures of the international competitiveness of Australia's commodity 
exports were outlined in a Supplement to the June 1987 edition of the Round-up.) 
This net improvement in Australia's competitiveness has supported an expansion in 
the volume of exports of traditional bulk commodities, notwithstanding the highly 
competitive and somewhat distorted international trading environment. Relative 
price changes have also encouraged the movement of resources within commodity
producing sectors. Within the rural sector, land is being turned over from grain 
production to the more buoyant wool and livestock pursuits. Similarly, within 
mining, activity has shifted to such commodities as gold and mineral sands, where 
prices have performed relatively well, at the expense of such commodities as coal 
and iron ore, where the price outlook is weaker. 

Chart 13 compares Australia's price, cost and exchange rate experience with 
that of our main import sources-the major industrialised countries. These measures 
provide a useful indication of the extent to which Australian industry has gained, 
and maintained, price and cost competitiveness in the production of import substi
tutes and manufactured exports. The gain in competitiveness of manufactures since 
1985 is estimated to be somewhat larger than that of commodities. 
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Chart 13: Australia's International Competitiveness 

Panel A. Components {)f Indices· Relative Unit Labour Costs. GDP DcAators and Exchange Rate Movcmenis 
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Influenced by the very large gain in competitiveness since the end of 1984, 
manufactured exports (excluding civil aircraft sales) contributed $1.5 billion of the 
$3.2 billion increase in total merchandise exports in 1986-87 (Table 9). This 
represents a significant diversification of the export base, with the share of manu
factured goods in the total value of merchandise exports increasing from 18.5 per 
cent in 1985-86 to 21.5 per cent in 1986-87 (again abstracting from civil aircraft 
sales). Although manufactured export expansion was broadly based, there was 
particularly marked growth in products such as office machines and computer 
equipment, passenger motor vehicles and consumer durables. 

As noted earlier, the fall in import volumes has reflected weaker domestic 
demand and relative price effects. in favour of import replacement. These influences 
can be partly untangled by comparing import volumes with the relevant component 
of domestic demand; the import penetration ratios for endogenous imports are 
depicted in Chart 14. However, as a given change in domestic demand tends to 
lead initially to a disproportionately larger movement in import volumes, the 
penetration ratios are themselves influenced by domestic economic conditions. 
Empirical estimation can help to distinguish these separate influences. While the 

Chart 14: Endogenous Import Penetration Ratios 
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associated conclusions are not exact and can vary with the model used, such 
estimation within the Treasury suggests that the relative price effects and domestic 
demand effects are of roughly equal significance in explaining the declines in 
endogenous import volumes since the beginning of 1985. 

In current price terms, the improvement in the merchandise trade deficit was 
substantial, although not as marked as the improvement in merchandise trade 
volumes because of the further fall in Australia's merchandise terms of trade of 6.6 
per cent in year-average terms. Over the course of 1986-87, the deterioration in the 
merchandise terms of trade was more modest (a fall of 2.4 per cent), while the 
services terms of trade improved both in and over the year. Chart 15, Panel A 

Chart 15: Major Components of the Current Account 
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illustrates the improvement in the balance on goods and services in current price 
tenns over the course of 1986-87. 

The net income deficit (Chart 15, Panel B) continued to widen in 1986-87, the 
major influence being the rapid growth in interest payments on Australia's external 
debt. Net interest payments (over three quarters of the net income deficit) have 
risen by around 80 per cent between 1984-85 and 1986-87, from $4.3 billion to $7.9 
billion. The increase in debt levels was driven by the financing of the current 
account deficit and the overriding importance of debt in the composition of such 
financing. In contrast to 1985-86, valuation effects from exchange rate movements 
during 1986-87 marginally subtracted from total debt outstanding at end-June 1987. 
The net unrequited transfers surplus improved in 1986-87, with strong growth 
evident in business migrant transfers and withholding tax receipts. 

Panel C of Chart 15 depicts the improvement in the current account deficit in 
1986-87. The current account deficit in 1986-87 was essentially financed by $13.5 
billion in non-official capital inflow (including a $0.8 billion balancing item). Net 
official capital inflow was relatively small. Although borrowings continued to be the 
predominant form of inflow (preliminary figures suggest around 77 per cent of all 
inflows in 1986-87), equity capital inflows were relatively more important than in 
recent years. 

Australia's net external debt increased to around $A82.9 billion by end-June 
1987, or 31.4 per cent of GDP, compared with $A73.0 billion at end-JUne 1986, or 
30.4 per cent of GDP (Chart 16, Panel A). In similar terms, net interest payments 
expressed as a percentage of exports of goods and services rose from 16.5 per cent 
in 1985-86 to 18.6 per cent in 1986-87 (Chart 16, Panel B). The Round-up, Table 
24, provides further details of the components of debt and debt servicing. 

Australia's official reserve assets increased from $Al3.0 billion at end-June 1986 
to $Al7.6 billion at end-June 1987, the highest end-of-month level since the float 
of the Australian dollar in December 1983. This increase reflected both transactions 
(which increased reserves by a net $A3.4 billion) and valuation effects in relation 
to exchange rate and gold price changes (a net increase of $Al.2 billion). Australia's 
official reserve assets when measured in $US terms were $US 12. 7 billion at end
June 1987, compared with $US8.8 billion at end-June 1986; in SDR terms the 
increase was SDR 2.4 billion. 
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Chart 16: Australla's External Debt and Debt Servicing 
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PART II: EXTERNAL ADJUSTMENT AND ECONOMIC POLICY STRATEGY 

The Adjustment Task and Policy Framework 
Australia's current account deficit increased markedly during the early 1980s 

(Chart 12), reflecting strong investment in resource activity accompanied by a high 
exchange rate and rapid wage inflation. The sharp recession of 1982-83 subdued 
import demand and the current account deficit eased from its 1981-82 high of 
nearly 6 per cent of GDP. However, it remained unusually large for that stage of 
the cycle. As domestic demand picked up and the net income deficit deterio
rated-reflecting the build-up in foreign debt-the current account deficit widened 
again, to over 5 per cent of GDP in 1984-85. The very sharp fall in the terms of 
trade over the course of 1985-86, together with exchange rate valuation effects, 
overwhelmed a modest improvement in trade volumes and the current account 
deficit widened further to 6 per cent of GDP in 1985-86. 

By 1986 Australia was thus confronted with external accounts which were 
unsustainable in all but the near term. External constraints had closed in on the 
economy, requiring adjustments in policies, expectations and economic behaviour if 
living standards were to be improved in the longer term. 

The Government has been pursuing wide-ranging policy adjustments directed to 
a permanent lessening of the external constraints; this involves, essentially, improv~ 
ing Australia's international competitiveness in a fundamental way. Two major 
downward shifts in the exchange rate, coupled with wage restraint and firm 
macroeconomic policies, have taken aggregate measures of cost competitiveness to 
historically favourable levels. Fiscal and monetary policies have slowed domestic 
demand. The extent of public borrowing ( dissaving) has been progressively wound 
back, particularly at the Commonwealth level. 

The Prices and Incomes Accord between the Government and the ACTU has 
been central in preventing the domestic wages structure from reflecting depreciation. 
induced price increases, thereby ensuring that exchange rate changes have provided 
appropriate price incentives for restructuring of the economy. At the microeconomic 
level,. deregulation of the financial system, reform of taxation, liberalisation of 
foreign investment policy and industry policy measures to lessen impediments to 
competitive forces have improved the capacity of the economy to adapt to changing 
international circumstances. The introduction of the two·tier wage fixation system 
has also provided a major opportunity to promote efficiency and allow greater 
flexibility. 

Fundamental economic restructuring of the kind that Australia is now embarked 
upon is, inevitably, a lengthy process. The thrust of macroeconomic restraint in 
releasing resources for use in tradable activities must be maintained; so must the 
relative price attractiveness of tradable activities in the private sector consequent 
upon the real exchange rate depreciation. Microeconomic· reform can usefully 
supplement these macroeconomic policy settings by removing impediments to the 
mobility of resources, and by fostering genuine efficiency, the real test of which is 
ability to compete internationally. 
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Macroeconomic Policy Framework 
Because substantial changes in economic structure take time to eventuate 

restrai.nt !n ~ggregate don;es:ic demand has been an important intermediate objectiv~ 
of pohcy, directed to rehevmg pressure on the current account deficit and freeing 
resources for import·cotnpeting and export uses. 

~s part of this strategy, the basic objective for fiscal policy is to reduce the 
public sector's call on national savings. Reductions in the Commonwealth Budget 
deficit have been substantial. From 4.1 per cent of GDP in 1983-84, the total 
Commonwealth Budget deficit has been virtually eliminated in 1987-88· the domes
tic component has moved from a deficit of 2.9 per cent of GDP to ~ surplus of 
l.3 per cent. 

A policy mix with adequate weight on fiscal policy restraint lessens the need for 
restraJ~t through monetary policy, thereby producing a climate more conducive to 
lower interest rates and to private investment. 

In addition to restr~ining domestic dem~nd and containing cost and price 
pre~~res: moneta~ pohcy has also been directed towards securing reasonable 
stab1hty m financial markets. It was noted in Part I that for much of 1986-87 
monetary policy had to deal with strong pressures in the foreign exchange market 
in both directions. In the second half of 1986-87 the Reserve Bank's net foreig~ 
exchange transactions added substantially to official reserves and financial conditions 
eased. ~n these circumstances, policy needed to guard against financial conditions 
promoting domestic spending inconsistent with external adjustment requirements. 

Looking ahead, the present policy strategy should see fiscal policy and, assuming 
more settled fo~eign ex.~hange market .conditions, the Reserve Bank's foreign ex. 
ch~~ge transactions havmg a smaller impact on the liquidity base. That should 
fac1htate the task of controlling the money and credit aggregates. 

Wit?in the macroeconomic policy framework, prices and incomes policy has 
been directed at preserving jnternational competitiveness. Real wages have, in 
consequence, declined. This is a concomitant of a large decline in the terms of 
trade, which has subtracted from Australia's real income. Wage restraint has 
contributed to the sustained buoyancy of employment so that the real income loss 
has been widely and equitably spread, and not concentrated on those who would 
otherwise have been unemployed. 

The decision by the Conciliation and Arbitration Commission in the National 
?'age Cas~ on IO March 1987 marked an important change in wage determination 
m .Austra~ia .. It refi~cted the agreement of the major parties that a system based on 
pnma facie mdexat10n was not sustainable in view of the imbalances in Australia's -
external acc~un~s and the potential loss of commitment to the system through 
repeat~~ partial m~exation. The Commission's decision established a two-tier system, 
comprtsmg a firs~-t1er a?justmen~ to apply uniformly to all award wages and salaries, 
plus ~ second-lier which provides scope for productivity-based increases to be 
negotiated .on a sectional basis within an overall nominal ceiling. The new arrange
?Je~ts are mtended .t~ decentralise industrial negotiations, leading to greater flexibil
ity m pay and cond11tons at the enterprise and industry level, within the framework 
of a centralised system providing overall wage restraint. 
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The decision introduced a new restructuring and efficiency principle which 
allows wage increases to be negotiated at the enterprise level in return for improve
ments in efficiency resulting from removal of restrictive work and management 
practices, improvements in training and retraining, multi-skilling and broadbanding. 
Under the decision, second'tier award adjustments over the period to May 1988 are 
limited to 4 per cent, and increases provided under the restructuring and efficiency 
principle must be accompanied by at least comparable reductions in costs. A 
comprehensive assessment is not' yet possible, but second~tier negotiations appear so 
far to be yielding useful modifications in workplace practices; recent developments 
in the important metal industries have been encouraging. Such is the extent of 
inefficient practices which have accumulated in some sectors over the years that the 
successful mining of this lode of potential productivity gains would yield major 
rewards. 

It is essential, in the period ahead, that growth in Australian nominal unit 
labour costs move closer to that of our trading partners. To the extent this is 
achieved by productivity enhancement, it would not imply further real wage 
reductions but would have the same· beneficial effect in lowering Australia's relative 
inflation rate. Adherence to the, two-tier wage system would contribute to this 
outcome and, in the process, take an important step towards a remuneration system 
that more closely relates reward to performance. The second·tier arrangements are, 
of course, inherently decentralised within the framework of the Commission's 
principles. This discussion now turns to other microeconomic· dimensions of the 
adjustment process. 

Microeconomic Policy Framework 
Out of necessity, policy measures to date have been dominated by macroecon

omic considerations. However, making the necessary changes in structure and in 
adaptability of the economy also requires changes at the microeconomic level. 
Indeed, success in the overall adjustment process will come increasingly to depend 
on the extent to which individuals and enterprises effectively compete in the 
international market-place. Policy has a role to play, especially in removing impe
diments which have grown up from policy interventions in a different era. 

As noted above, budgetary policy has been in a tightly restraining mode in 
recent years. In these circumstances there has been a premium on the cost effective
ness of program outlays. Equally, the quest for a more productive and internation
ally competitive economy has placed a premium on the impact on efficiency of 
budgetary and non-budgetary interventions in the economy. 

This thrust towards greater efficiency and effectiveness in the public sector has 
not been confined to the Commonwealth level of government in Australia, nor to 
Australia in the international scene; it has been an important orientation of policy 
in many countries in the 1980s (see, for example, OECD material on this subject 
excerpted in the Round-up, July 1987). 

Efficiency, effectiveness and equity considerations were central to the Govern
ment's 1985 tax reform and to the measures announced in the 1986-87 Budget and 
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in the 1987 May Statement. Those latter two sets of budgetary decisions involve a 
substantial refocussing of a number of programs, guided by the following principles: 

• better targetling of welfare programs to intended recipient groups; hence the 
repair and tightening of existing, as well as introduction of new, means tests; 

• ensuring that income support and other welfare benefits are open only to those 
genuinely eligible for them, and that the welfare 'safety net' does not unneces
sarily produce dependency traps; 

• increasing participation in, and the provision of incentives for, education and 
training relative to unemployment; 

• greater use of market signals, through the imposition of user charges in a range 
of activities; 

• increasing cost recovery; 
• improving the efficiency of the Commonwealth's own administration through 

major changes to departmental structure, plus an annual efficiency dividend 
and implementation of Efficiency Scrutinies; and 

• improving the efficiency of use of the Commonwealth's assets. 
This, process has been continued in the 1987-88 Budget. Details of measures are 

contained in Statement No. 3. 
The Government has announced a program of asset sales that is expected to 

realise $1 billion in 1987-88. This program also reflects the efficiency and effective
ness considerations thal were central in formulating both the 1986-87 and 1987-88 
Budgets. An, important component arose from a scrutiny of the Commonwealth's 
property holdings, leading to decisions to dispose of a number which were unutilised 
or otherwise providing little real return. Similarly, several defence enterprises were 
identified as having no overriding requirement for full public ownership and can be 
expected to generate a higher return when operated in the private sector. Where 
more efficient use of resources occurs, the proceeds of asset sales will reduce overall 
Commonwealth Government indebtedness by providing on-going budgetary savings 
(lower public debt interest payments that exceed the forgone return on the asset). 
Further information on proposed asset sales is provided in Statement No. 3. 

The issue of public ownership of assets and enterprises deserves dispassionate 
analysis. Given their importance in overall economic performance, efficiency of 
reso~rce use i~ a major consideration. One approach to greater efficiency, where 
pubhc enterpnses are retained in the public sector, is the introduction of improved 
performance criteria and greater exposure to competition and market forces. There 
may still be cases, however, where constraints necessarily associated with public 
ownership of a given enterprise may hamper its functioning and· delivery of services. 
The Government's announced asset sales provide examples of prospective on-going 
b~nefits t~ the budget through the disposal of assets which are expected to yield 
higher national returns when they are run privately. 

Improved functioning of the labour market is central to the external adjustment 
process and longer .. term economic performance. Initial training should provide a 
thorough grounding in the basic skills and facilitate the adaptability of workers to 
changing job requirements and retraining. Responsiveness of the supply of skilled 
labour to the demands of expanding industries and the willingness of labour 
d~splaced by contracting industries to retrain and, where necessary, relocate are also 
vital elements. The budget measures that provide some scope for industry to fund 

45 



TAFE courses specific to its needs and for TAFEs to retain some fees obtained 
from courses, will improve matching of the demand for and supply of skills. 

Notwithstanding subdued overall economic activity, some industries have re
ported shortages of certain types of skilled labour. While the diminished intake of 
apprentices during the 1982-83 recession has been a factor, outflows of qualified 
tradespeople have also been a long-term cause of concern, possibly reflecting the 
absence of career paths and/or the relative reward structures provided. Some 
aspects of the apprenticeship system appear unsuited to contemporary requirements, 
including the limited range of the training provided in some cases (which restricts 
the adaptability of the trainees), excessive minimum training periods and age limit 
restrictions on entry. Setting apprenticeship and trainee wage rates in line with the 
work productivity of trainees would help, especially in the initial training period. 
Another factor is the difficulty for individual employers to benefit from their own 
investment in training in the face of competition from employers who do not make 
such investments. 

Looking at education more broadly, there seems to be a recognised need
gradually being acted upon-to shift the emphasis in secondary schools towards the 
provision of stronger basic literacy, numeracy and other skills intrinsic to a produc
tive life. Greater efforts are also needed to relate the higher education system more 
closely to the changed economic environment. 

A better matching of available skills with requirements could be achieved by 
addressing some of the restrictions on the flexibJe use of labour within businesses. 
Reform of the existing craft-based union structure could help improve efficiency by 
reducing demarcation disputes and removing craft-based manning restrictions. The 
two-tier wage system, which provides scope for negotiation on an industry or 
enterprise basis, should help by providing a stimulus for the removal of unproductive 
restrictive work and management practices and otherwise facilitating restructuring 
and changes in work methods. The progressive development of the two-tier system 
should also allow a greater degree of decentralisation in wage negotiation, thereby 
encouraging employee identification with the success of their firms and helping 
reduce inflexibility in the relative wage structure, while continuing to promote 
recognition of the need for overall restraint. 

Competitive product markets are also of crucial importance for efficiency. In a 
country such as Australia, with relatively small domestic markets, the vigour of 
competition for tradable goods and services depends in large measure on the extent 
of exposure to overseas suppliers and the pressures on domestic producers to seek 
export markets. Over much of the post-war period, relatively high levels of protec
tion in Australia fostered an inward-looking manufacturing sector, inadequately 
conditioned to respond flexibly to changes in the economic environment and new 
economic opportunities. This insulated environment not only diminished the need 
to seek a competitive edge in domestic markets but actively discouraged export 
industries (including potential exporters in the manufacturing sector). 

In the late I 970s and early 1980s these forces were compounded by the way in 
which the investment surge in resource-related projects impacted on the economy. 
At that time, policy was geared to making 'room• for such investment, by reducing 
public sector claims on resources and' by expanding the current account deficit; 
these processes were associated with an appreciation of the Australian dollar until 
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August 1981. Wages also exploded and manufacturing competitiveness slumped to 
very low levels. 

The legacies of a protected and uncompetitive manufacturing sector are now 
being addressed. Reductions in assistance had been gradual over most of the past 
decade. As shown in Chart 17 (which extends only to 1984-85), the reduction in 
the average. effective rate of assistance for Australian manufacturing industries since 
the 25 per cent tariff cut in 1973 has resulted primarily from changes in the 
structure of industry (represented by the breaks in the graph}; that is, more highly 
protected industries have declined in relative size and less protected industries have 
expanded. Between 1975 and 1983, discretionary changes lo assistance contributed 
little to lower overall protection in the manufacturing sector, as reductions in some 
tariffs were offset by the extension of quota arrangements to high-cost industries. 

Since 1983, rather more progress has been made. The adjustment in the exchange 
rate since the float in late 1983 has, on the one hand, reduced effective protection 
in those industries assisted by quota arrangements while, on the other, improved 
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Chart 17: Effective Rates of Assistance (a), 1970-71 to 1984-85 

M:inufocturing(b) 

------~ 
Agriculturck) 

1970-71 l972-7J !914-75 1976-77 1978-79 1980·81 198283 1984·85 

(a) Source: Industries Assistance Commission, 'Assistance to Agricultural and Manufacturing 
Industries', AGPS 1987. The effective rate of assist:mce measures cover forms of assistance such as 
tarilfs. quantitative import rcstriclions, production bounties, local content schemes, domestic 
pricing arrangements for agricultural commodilies, marketing support arrangements and input 
subsidies but exclude some assistance measures which could be important to some industries, such 
<IS application of anti-dumping policy, pricing of infrastructure services and State and local 
government assisl1:1nce. 

{b) Production panerns and material to output ratios observed in :i base }'car have been applied to the 
assistance estimates for the years included in the series, The base )'ears-·1971- 72, 1974-75, 1977-78 
and /98J .. S4-wen: those for which lht ABS relta5'!d new da1a. 

(c) Esumates Qf assistance for 1970-71 to 1983~84 were derived using an :iverngc of the materials to 
output data for 1970·71 to 1980-81. Estimates for l98J~84 to 1984-8S have been·dcri\·ed using an 
average of ma1erials 10 oulput data for 1979-80 to 1983~84. 
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the competitiveness of manufacturers generally. Most bounty rates have been 
reduced, while phasetl reductions in assistance have been announced for major 
industries, including Chemicals and plastics; textiles, clothing and footwear; and 
motor vehicles. In some cases, industry plans will not operate to reduce assistance 
levels significantly until their later years and, in the case of textiles, clothing and 
footwear, there will initially be some increase in effective protection. The industry 
plans do not focus solely on protection, however, but seek more broadly to 
encourage desirable change by obtaining the cooperation of unions and employers 
in promoting adjustment, innovation and the development of a more outward~ 
looking approach. 

It is recognised that major efforts will be required ta overcome the legacy of 
attitudes and practices based on past inward~looking policies. To this end measures 
have been introduced to stimulate research and development, export marketing and 
improvement in management practices. 

Regulatory reform, including the removal of barriers to entry to a number of 
activities, offers considerable scope for improving the use of resources economy
wfde and, through greater competition, lowering production costs. Particular oppor
tunities for increased efficiency through regulatory reform are likely ta be found in 
transport and handling, communications and related industries. For example, freeing 
of constraints in shipping and stevedoring areas would lower costs to users, thereby 
improving the competitiveness of export industries and reducing the insulation of 
other domestic industries. Greater competition in domestic aviation could stimulate 
tourist flows into and within Australia by encouraging the provision of aviation 
services more attuned to tourist needs. The Government has begun changes in many 
of these areas and has initiated a further process of active review. 

The Pace of Adjustment 
The Government has established an economic policy strategy that provides a 
framework within which the private sector can effect the necessary transfer of 
resources from the non-tradable to the tractable sector. In the public debate, there 
is little disagreement with the broad directions of that strategy. The key question 
concerns the adequacy of the pace of adjustment. 

Table JO shows how the main components of the current account deficit have 
been developing. (The forecasts for 1987-88 are discussed further in the next Part 
of this Statement.) 

Table 10: Components of the Current Account of the Balance of Payments 

Balance on goods and scmcc:s 
Ne1111come . 
.\'et unrcqu11ed transfers • 
Balance on cum:nt ac:coun1 

'-.1cmorandum items: 
Balance on goods and .serv1ees (Sb constam 1919-SO prices) 
Comnbuucm to GDP growth (percentage points) , . . 
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1987-88 
1984-85 1985-86 1986-87 {forecast} 

Per cent of GDP 
-2.3 -3.0 -l.8 
-3.1 -3.3 -3.8 

0.2 0.3 0,5 
-5.2 -6.0 -5.1 

-2.6 
-0.5 

-LO 
1.2 

2.4 
2.3 

-! 
-4 

! 
-4 

As can be seen, the volume balance on goods and services turned to surplus in 
1986-87 and by 1987-88 is forecast to have improved by a total of over $6t billion 
(in 1979-80 prices) from the 1984-85 level. The volume balance is, of course, only 
part of the current account story, but it is important to recognise the substantial 
turnaround in trading performance that is going on. Despite further adverse terms 
of trade movements, the overall current account deficit in nominal terms fell from 
6,per cent of GDP in 1985-86 to about 5 per cent in 1986-87. It is projected to fall 
further to about 4 per cent of GDP in 1987-88. 

ls this pace of improvement adequate and, in particular, could practical policies 
be implemented ta achieve more rapid adjustment? 

The more rapid the adjustment of policy instruments, the greater is the risk of 
disruptions in the labour market and in firms' investment plans, and of short-run 
rea~ output and employment losses, which could undermine the sustainability of the 
pohcy ~trateg~. On t.he other hand, the longer the adjustment period, the greater is 
the build-up m foreign debt and the greater the call on future income to service 
that debt. Prolonging the adjustment period also means greater vulnerability to 
further shoc~s th~t a~e adverse to Australia's external performance (for example, a 
furthe~ detenorat1on m the terms of trade or export demand), and involves a more 
searching test of the patience of foreign creditors. 

Assessments of the adequacy of the pace of external adjustment involve difficult 
jud~en_ts. Mor~ver, judgments reached at one point in time must necessarily be 
revised m the bght of unpredictable future events, just as policy needs to be 
reviewed and adjusted when necessary. The experience of the past eighteen months 
s~a':"s that the rnacrae~:onomic settings in this country can be altered quickly and 
Significantly when required. The following paragraphs traverse same of the elements 
relevant ta reaching a judgment about the adequacy of the pace of adjustment. 

A nation can run large current account deficits-spend much more than it 
earns-only to the extent that finance from foreign investors is forthcoming on 
other than onerous terms. This perspective suggests that there will not be all that 
much room for manoeuvre. Financial markets will tend to force a faster pace of 
adjustment, through reductions in the exchange rate and/or increases in interest 
rates if, from their perspective, progress falls short of widely held expectations. 

.Finan~ial markets ar~ quite efficient processors of information and, taking one 
period with another, will generally get the exchange rate and the interest rate 
•about right'. Nevertheless, these markets do have some characteristics which render 
their signals incomplete guides to policy. An example is the aft-remarked tendency 
fa~ 'overshooting', a P.henomenan whereby the prices in these markets get ahead of 
adjustment elsewhere m the economy (in, far example, product and labour markets) 
so that, when the adjustment starts to come through, financial asset prices unwind 
s?mewhat (~orrec~ing the ·~vershoating'). 'Overshooting', if not adequately recog
msed, may give mtsleadmg signals to the private sector in the transfer of resources. 
This phenomenon fundamentally derives from differential speeds of price adjustment 
in different markets. Although other influences have no doubt been at work, recent 
Australian experience is not inconsistent with a •correction of overshooting' inter
pret~tioni the exchang~ rate has ~ome back over the twelve months since the sharp 
fall m rnid-1986, as adjustments m the balance of payments and domestic economy 
have become apparent. 
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Conditions in the foreign exchange and financial markets over the past. six 
months or so are suggestive of increased confidence in the economy's adjustment 
prospects. There can be little doubt that some of the 'uncertainty premium' has 
gone out of the Australian dollar and interest rates. That said, financial market 
sentiment can change, and change quickly if new information should lead to a 
reassessment of that •uncertainty premium'. As discussed in Part I, and in the 
Annual Report of the Reserve Bank, there is a role for policy in testing and 
smoothing in these markets when prices are changing rapidly. 

Other benchmarks which have been looked to in assessing the pace of adjustment 
are longer·term projections of the current account deficit and associated foreign 
debt ratios. Because such projections are necessarily taken several years into the 
future, they are heavily dependent on assumptions; generally the outcomes are 
examined for their sensitivity to different sets of assumptions. In this way a number 
of ·scenarios' are drawn up. 

Scenario work of this kind generates plausible adjustment paths which result in 
a stabilisation of the ratio of Australia's net external debt to GDP under reasonable 
assumptions. Most such analyses point in the same overall, established, direction for 
policy. Beyond that, not too much weight can be placed on any particular scenario. 
Their principal utility is in drawing out the key factors determining the pace of 
adjustment by showing how variable the adjustment path is across scenarios. Their 
outcomes are very sensitive to the future behaviour of the terms of trade, the real 
exchange rate, domestic and external demand, key export and import price elastic
ities and the debt/equity mix of capital flows. The range of plausible outcomes is 
fairly wide. 

Moreover, these scenarios generally employ an 'end-point' objective of stabilisa
tion of net debt to GDP, usually characterised by some specified ratio by some 
specific date. The results obtained are sensitive to· differing 'end-point' assum~tions, 
and appeals· to Australia's own history, or to international comparisons, provlde no 
clear normative guide for such 'end-point' selections. 

So far as an assessment of the sustainabiJity of future current account balances 
and international debt is concerned, there would seem to be one overriding consid
eration, although it does not lend itself to ready quantification. Australia will, by 
definition, continue to attract capital from abroad during the adjustment process 
now under way, but there can be very important differences in how this occurs. 
The extent to which it does not require a falling exchange rate, high interest rates 
and a sluggish economy basically turns on the attractiveness of investment' oppor
tunities in Australia relative to other countries, and not only to foreign investors 
but to Australians. Such attractiveness has a number of dimensions which go far 
beyond the pace of correction in the current account, to include such factors as 
political and basic institutional stability. Fundamental, however, is the prospective 
profitability of investment in Australian activities. That, in turn, leads again to 
productivity, efficiency and genuine international competitiveness considerations. 
Microeconomic/structural reform, coupled with restraint in the domestic cost struc~ 
ture, has the potential to extend the menu of profitable investment opportunities. 
In other words, if Australia is succeeding in pursuing the current policy strategy for 
external adjustment, it will as part and parcel of that be a relatively attractive 
place to invest. 
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Recent experience indicates that expansion in the output of tradable goods and 
services can take place fairly promptly by more intensive use of existing production 
capacity and reactivation of unused capacity. However, decisions to expand capacity 
inevitably take longer. Investors need to be satisfied that the change in relative 
profitability is sustainable. Then there are the lags in identifying new profitable 
opportunities, planning and implementing projects, and penetrating new markets. 
Part I pointed to tentative evidence of these 'second-phase' effects beginning to get 
under way; the burst of investment activity in hoteJ construction and tourist projects 
is probably the strongest indication. 

Continuation of the structural adjustment process at an appropriate rate will 
also hinge importantly on perceptions of the sustainability of macroeconomic 
policies. If firms and households believe that the Government's policy strategy is 
appropriate and will be maintained, they will adapt their activities more rapidly to 
the policy environment. On the other hand, the adoption of economic policies which 
are not considered sustainable will be seen as a false start, risking delay of the 
intended responses and heightening uncertainty. 

In the Australian setting, specific national influence on wage determination is 
an explicit policy-unlike in some other countries with different labour market 
institutions. Such influence has been exerted to lower nominal wages growth and 
inflation but, more importantly, to lower real wages. These reductions have been 
large and sustained and obtained without major industrial disruption. They have 
therefore contributed to, rather than detracted from, the strategy of adjustment. To 
seek to press such restraining influence beyond some point, however, could well 
impede the adjustment process, if not undo the overall adjustment strategy. Similar 
constraints of community acceptance govern the pace of fiscal restraint. 

There are therefore limits to what government on its own can achieve, although 
political leadership is, of course, important in building community acceptance. It is 
critical that the community understands the forces at work in the economy and the 
trade-offs that are possible, particularly trade-offs that involve current restraint and 
changes to past practices in return for reasonable expectations of improved circum
stances in the future. There are many signs that this understanding is on the move 
in Australia. 

It is notable that a marked slowing of growth in public sector demand has been 
effected without the short-run increase in unemployment that has often been 
expected. The backdrop of the stimulus to domestic activity from the currency 
depreciation and of substantial moderation in real wages has contributed importantly 
to this experience. It suggests that concerns about the short-run macroeconomic 
consequences of major restraints on public sector activity have been overstated, 
especially when combined with lower wage costs and improved competitiveness. 

In summary, assessing the adequacy of the pace of adjustment is a complex 
matter. Difficult judgments have to be made about the future consequences of 
policy changes already made and about the speed limits of change. The costs of 
going too slowly can mount as quickly as those of going too fast. A good deal of 
the task remains ahead and virtually all assessments point to a long hard haul. All 
that said, there are some positive features-financial market sentiment has been 
broadly favourable for some time, no doubt reflecting perceptible adjustment in the 
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•real' economy, and the policy approach has received a wide measure of community 
support. The continued implementation of policies which consistently put runs on 
the board-particularly in terms of downward trends in inflation and in the current 
account deficit-without driving the economy through the floor, can be expected to 
produce an acceptable rate of adjustment. 
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PART III: THE ECONOMIC OUTLOOK 

Given continued implementation of the policies described above, Australia's 
economic performance should continue to improve in 1987-88 and beyond. 

The increase in domestic demand that emerged during the second half of 
1986-87 is forecast to continue in 1987-88. Private consumption expenditure is likely 
to benefit from a turnaround in real household disposable income. Investment is 
expected to be somewhat stronger, reflecting a generally more settled and confident 
environment1 the recent easing of interest rates and prospects for lower inflation. 
Under the influence of policy, public demand will decline. After last year's major 
contribution, net export volumes will make a smaller, but still substantial, contri
bution to growth in 1987-88, reflecting the continuing benefit of improved interna
tional competitiveness. Taken together, the aforementioned factors will result in a 
strengthening in GDP growth in 1987-88. The current account deficit should be 
further reduced, but net external indebtedness is expected to rise again in the year 
ahead. 

The Forecasting Framework and Assumptions 
The forecasts in this Statement are conditional on a set of assumptions covering 

largely exogenous factors, such as developments in the world economy. There is 
always a degree of uncertainty attaching to them, particularly regarding interna
tional economic conditions. In addition, the forecasts build upon the latest economic 
statistics, many of which are preliminary in nature and subject to significant revision. 
For these reasons, the focus of attention should be on the overall picture provided 
by the following assessment, and on broad trends rather than precise numbers. In 
particular, care should be taken in interpreting trends when using growth rates 
which key off specific quarters, such as the recent June quarter. 

The 1987-88 Budget forms an important part of the background to the forecasts. 
The forecasts are also based on the following major assumptions: 

• growth in real GNP of Australia's major OECD trading partners of around 
2-2l per cent in 1987-88 (following around 2l per cent in 1986-87); 

• inflation in OECD countries picking up from around 2t per cent in 
1986-87 to 31-4 per cent in 1987-88; 

• average nominaJ interest rates overseas remaining largely unchanged but edging 
upwards in the US in line with inflation; 

• the usual technical assumption of no change through 1987-88, from recent 
levels, in the exchange rate for the Australian dollar. Specifically, bilateral 
exchange rates consistent with a TWI level of 56 have been used where 
required for budget estimates and parameters; 

• average seasonal conditions for rural production for the remainder of 1987-88; 
• continuation of existing wage determination principles, the key elements in 

1987-88 being a further first-tier increase of 1.5 per cent; second-tier increases 
of up to 4 per cent flowing to the bulk of wage earners, but associated with 
negotiated productivity offsets; and superannuation benefits flowing to the 
majority of wage earners during 1987-88; and 

• monetary policy remaining appropriately firm throughout 1987-88. 
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Monetary Policy and Financial Conditions 
While monetary policy is expected to bear Jes.< of the overall burden of restraint 

in 1987-88, it will continue to play an important role in helping to curb domestic 
demand and containing cost and price pressures. If marked volatility in sentiment 
in the financial and foreign exchange markets emerges again, there will again be a 
case for the Reserve Bank's market operations to provide a steadying influence. 

The authorities appreciate the desirability of providing financial markets with 
adequate information on the impact of official sector transactions on domestic 
money markets. To this end, the impact of the Government's deficit-financing 
transactions in I 987-88 on domestic money markets is discussed below. Detail on 
such transactions in 1986-87 is contained in Statement No. 5, with a longer historical 
overview in Statement No. 6. The Reserve Bank will continue to provide regular 
outlines of the expected pattern of Commonwealth net spending and borrowing 
during the year, as well as quarterly reports on its market operations. 

As set out in Budget Statement No. 5, the lower than expected budget deficit 
resulted in overfunding of the Australian dollar component of the deficit in 1986-
87. This was reflected in a build-up of around $1 billion in the Commonwealth's 
cash balances with the Reserve Bank. Consistent with the objective of seeking to 
fully fund budget deficits over time, with the financing task not being used as an 
implicit instrument of monetary policy, it is envisaged that this build-up will be 
substantially unwound in 1987-88. 

The foreign currency component of the 1987-88 overseas budget detictt ts 
provisionally put at around $21 billion. As in 1986-87, this is expected to be met 
principally through purchases of foreign exchange in the market, with little net 
impact on the level of foreign exchange reserves. 

The estimated Budget deficit and the proposed funding arrangements would be 
consistent with: 

• some net retirement (around $1 billion) of existing overseas debt in 
1987-88, compared with net raisings of around $0.75 billion in 1986-87. This 
would be the first net retirement since 1980-81; 

• net redemptions (around $1 billion) of Treasury Bonds, compared with net 
raisings of around $0.6 billion in 1986-87. (About $3.7 billion in. bonds will 
mature in 1987-88.) It is envisaged that there will be some growth in the stock 
of Treasury Notes in non-official hands in line with anticipated further demand 
for these securities for liquidity management; a similar take.up of indexed 
bonds as in 1986-87; and small net sales of ASBs; and 

• cash base growth provided by Reserve Bank market transactions. 

The financing mix can only be set down provisionally at this stage; it may need 
to be adjusted in the light of developments as the year progresses. It is likely, 
however, that given the much reduced borrowing requirement there will be one less 
Treasury Bond tender this year. 

The global limit for Commonwealth authorities and the reduced Commonwealth 
Budget deficit in 1987-88 are estimated to result in a fall in the Commonwealth 
sector's gross borrowing requirement of 1.2 per cent of GDP; overall the gross 
PSBR is estimated to decline by 1.8 per cent to 2.2 per cent of GDP. Details of 
movements in the PSBR by level of government over the past decade, including 
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separate estimates for general government and for public trading enterprises, are to 
be found in Budget Statement No. 7. 

Overall, the significant tightening in fiscal policy associated with the virtual 
elimination of the Commonwealth Budget deficit will result in a substantially 
reduced public sector call on domestic capital markets in 1987-88. While other 
factors, such as financial market developments overseas and inflation and exchange 
rate expectations can also have an important bearing· on domestic interest rates, 
reduced public sector demand for funds will contribute to sustaining the recent 
easing in financial conditions throughout 1987-88. 

Demand and Output 

The 1987-88 forecasts for demand and output are summarised in Table 1 l and, 
for other selected measures, in Table 12. Forecasts are expressed in real terms 
unless otherwise indicated. 

After the unusual fall in 1986-87, real household disposable income is expected 
to recover, reflecting the l July 1987 personal income tax reductions, the full-year 
effect of the I December 1986 reductions and continued employment growth. 
Continued real wage restraint is expected· to provide a partial offset. 

Against this background, and with the recent decline in interest rates and the 
outlook for lower inflation, growth in private final consumption expenditure is 
forecast to pick up to It per cent in 1987-88 from the subdued 0.5 per cent in 
1986-87. The forecast implies a lift in the household saving ratio, associated with 
a rebuilding of savings by consumers (following a decline in the saving ratio in 

Table 11: Forecasts of Demand and Output (a) 

1985-86 1986-87 1987-·88 
Actual Actual Forecast 

Private final domestic demand 2.1 -0.2 21 
Private final consumption expendit~re: 2.8 0.5 II 
Gross fixed capital exptndlture·-

Dwellings . ..... -0.6 -10.6 4 
Business investment. 0.2 0.9 5 

Public final domestic dem~nd 5.6 l.J -! 
Total final domestic demand. 3.0 0.2 II 
Increase in stocks (b)-

Private non-form. 0.2 -I.I I 
Farm and public autho~ity: -0.3 0.2 0 

Gross national expenditure , 3.3 -0.3 !! 
faporls of goods and services 6.5 7.S 51 
Imports of goods and services 0.1 -4.8 0 
Net exports (b). 1.2 2.3 I 
Gross domestic produci 4.S 2.0 21 

Comprising--
Non.farm 4.9 1.9 3 
Farm. -1.s 2.8 -1 

(a) Expenditure and product aggregates arc at average 1979-80 prices. Unless otherwise stated, figures are 
percentage changes on the previous year. 

{h) Perccnlage points conlribu1ion 10 growth. 

55 



Table 12: Forecasts of Other Selected Economic Measures (a) 

1\\'CrJge wccldy aw<ird wa~s, . . . . . ·. . 
Avcragc \\-ed.!)• carning.s (nauom1\ uccounls baSLS). 
Consumer price index . . . . . . · . · 
Gross non.fafm producl dellalor . . . 
Non.form real uni! labour costs (b) ·. . 
Employment (labour force survey basis) . . . . · 
Unemployment rate (labour farce survey basis) (%) • 
Participation rntc (%) .••.• • • • 
Real household disposable income . 
Household saving r.ttio (%) • • • 
Tcrmsoftradc ... 
Current account dclich (S billion) . 

pcrccn1agc of GDP . 

1985-86 
Aclual 

4.6 
6.2 
8.4 
7.1 

-1.7 
3.8 
7.9 

61.7 
2.4 

10.8 
-9.9 

14.5 
6.0 

1986~87 
Acllm! 

4.7 
6.6 
9.3 
8.0 

-o.s 
2.3 
8.3 

62.0 
-1.2 

9.3 
-S.I 
13.6 
S.I 

1987-88 
Forccas1 

5 
61 
7 
7 

-1 
21 
Bl 
62 
2 

91 
2 

Ill 
4 

(a) ~~11:~0~1~~}~~n~~~~~·5~fa~l~ ~~/:~~~~~~:n~~a~~~~o~r t~~cv~~~s ?ri~~ benefits tax, deOatcd ~Y the 
(b} imphcll prke denaior for gross non.farm product, per hour worked by non·fnrm wage ~nd sa~ary earr""' 

10 gross non-form product at constant prices, per hour worked by all persons emp\oyc m t e non· arm 
sector. 

1986-87· see Table 12). Increased superannuation provisions account for_ p~rt of the 
growth in household income and are not expected to reflect significantly m mcreased 
current consumption. 

Private business fixed investment is forecast to increase by 5 per cent in 
1987-88, reflecting the recent decline in interest rates, prospects for an e":"ing of 
inflation and a strengthening of domestic demand and confidence regardmg the 
economi~ outlook. Supported by the stream of projects already in the pipelin:, non
dwelling construction investment is expected to grow strongly. Plant ~nd eqmp?'ent 
investment is forecast to grow moderately in 1987-88. The published national 
accounts estimates of business investment for 1987-88 will include sales of fixed 
capital investment by the Commonwealth Government to the private sector. .~b
stracting from such sales, business investment cou1d grow by 4 per cent, compnsmg 
6 per cent growth in non-dwelling construction investment and 3 per cent growth 
in plant and equipment investment'"· 

Forward indicators of dwelling construction activity have begun to show. some 
tentative signs of an upturn. The improved tone in the economy and easmg of 
mortgage interest rates in recent months also support the prospect of some recovery. 
Growth in private dwelling investment is put at 4 per cent in 1987-88. 

Cuts in Commonwealth outlays will lead to a sizeable real decline in Common· 
wealth sector consumption expenditure on a payments basis. However, there will 
be some bunching in deliveries of defence equipment in 1987-88 against payments 
made in previous years, resulting in real growth in Commonwe~lt~ consumption 
expenditure as recorded in the National Acc~unts, m~tched by .a n~e m gov~rnment 
impons of defence equipment. Reflecting this bunching of dehveries, publtc sec~or 
consumption expenditure is expected to rise by around 2t per cent, compared w1th 

{1J The elfccl of maJQr Commonwealth sales of lixed capital inveslment in forthCOJ?ling Nat.ional Accounts 
publications will be to raise the level of measured private business investment while l(Jwcrmg the level ~f 

~aea~u~~~ifu!~~ ~;~~:e2~~~~~~~~:1G~~:r~~~~t t~v~h~11p~~~d~~~~~ 1:i\~~~t s~k~:i~e~ff~~ s;~i~~t~ 
nr~· ~pl1al cxpendi1urc (as recorded in the ABS publication, Private New Cap//(~f Expendnure, Cat. Nos. 
5625.0 and 5626.0). 
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growth of 1.7 per cent in 1986-87. Public sector capital expenditure is expected to 
decline by around 7t per cent, compared with growth of 0.4 per cent in 1986-87; 
this reflects a lull in aircraft purchases by the publicly-owned airlines and the effects 
of Commonwealth asset sales. On a published basis, public final demand is expected 
to decline by t per cent in 1987-88. Abstracting from major asset sales and the 
excess of defence deliveries over payments, public final demand could decline by I 
per cent, compared with growth of 1.3 per cent in 1986-87. 

Reflecting the continuing spread of more efficient stock management techmques, 
the non-farm stocks-to-sales ratio is expected to decline in 1987-88, with non-farm 
stocks increasing slightly and making some contribution to growth in GDP. Assum
ing a similar decline as in 1986-87, farm stocks would have little year-on-year effect 
on growth in GDP. 

Overall, gross national expenditure could increase by about It per cent in 1987-
88, compared with a decline of 0.3 per cent in 1986-87 and an average annual 
increase of 2.5 per cent over the decade to 1986-87. With a contribution to growth 
from net exports in 1987-88 of about l percentage point (of which more below), 
gross domestic product is forecast to grow by about 2t per cent. Within this total, 
non-farm product is forecast to increase by 3 per cent. Farm product is expected 
to decline by I per cent, mainly reflecting a reduction in wheat production partly 
offset by increases in production of wool, other grains and livestock. 

Balance of Payments 

Following strong growth of 7.5 per cen( in 1986-87, the volume of exports of 
goods and services is forecast to increase by 5t per cent in 1987-88. Rural exports 
are forecast to be little changed. Non-rural exports are forecast to rise by 7t per 
cent. Strong growth in exports of gold and manufactures and a continued high level 
of crude oil exports are expected to more than offset poor prospects for iron ore, 
coal and cereals. The volume of service exports is expected to continue to exhibit 
very strong growth, essentially reflecting improved tourism receipts. 

The volume of imports of goods and services is forecast to remain flat in 
1987-88, compared with the 4.8 per cent fall ln 1986-87. The effect on endogenous 
import volumes of the forecast pick-up in domestic demand is expected to be 
broadly balanced by further import substitution in response to the on-going effects 
of recent improvements in international competitiveness. For exogenous imports, 
higher deliveries of defence equipment should be more than offset by a decline in 
civil aircraft imports. Following a 4.1 per cent fall in 1986-87, the volume of service 
imports is expected to rise by It per cent in 1987-88. 

During 1986-87 Australia's terms of trade declined by 5.1 per cent. While 
uncertainties abound, improvements in some export prices (notably wool, cotton, 
metals and service expons) are expected to offset decreases in grain, coal and iron 
ore prices and· growth in import prices, resulting in a rise in the terms of trade in 
year-average terms of around 2 per cent. 

Mainly because of continuing, albeit slowing, accumulation of net external debt, 
the deficit on ne( property income will increase substantially, Chereby continuing to 
constrain the rate of reduction of the current account deficit. 
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These forecasts imply a current account deficit of around $11 ! billion, some 4 
per cent of GDP, in 1987-88. Seasonal influences, as usual, are expected to be 
adverse in the first half of 1987-88. Australia's net external debt is likely to continue 
to rise faster than nominal GDP during 1987-88, and a further rise in the debt 
servicing ratio is expected. 

The Labour Market 
Employment is forecast to grow by about 21 per cent in 1987-88, about the 

same as in 1986-87 notwithstanding the expected stronger product performance. 
This forecast implies a lift in measured non-farm productivity following the appar
ent decline in 1986-87. Some slowing in employment growth through the course of 
1987-88 is expected. Assuming a relatively stable participation rate, the unemploy
ment rate should be little changed on average from the 8.3 per cent in 1986-87. 

Prices and Incomes 
Based on the assumptions of wage and superannuation decisions outlined above, 

average award rates of pay could increase by about 5 per cent in 1987-88. Average 
weekly earnings (survey basis) are forecast to increase by 6 per cent; the flow of 
superannuation benefits to wage earners would imply average earnings (national 
accounts basis) growth above that (at 6t per cent), about the same as in 1986-87. 

The effect of past exchange rate depreciations on import prices now appears to 
have largely run its course and, given the assumption of an unchanged exchange 
rate, inflation should moderate, especially during the second half of the year. 
Inflation in the first half of the year is likely to be held up because of measures 
announced in the May Statement and increases in some State laxes and charges. 
The forecast rate of growth in the Consumer Price Index of 7 per cent in 1987-88 
(6 per cent over the course of the year) implies a further reduction in real wages. 
With a modest improvement in the terms of trade in the year, the implicit price 
dejiators for gross non-farm product and total GDP are forecast to grow by around 
7 per cent, slightly more than the growth in the gross national expenditure dejlator. 

With real wages recording a further modest fall, and non-farm labour productiv
ity picking up, real unit labour costs in the non-farm sector could fall by around 
1 per cent in 1987-88, compared with a fall of 0.5 per cent in 1986-87. The share 
of gross operating surplus of corporate trading enterprises in non-farm product at 
factor cost is expected to remain about the same as in 1986-87. 

Conclusion 
Performance to dale and the outlook for 1987-88 suggest that the intended 

adjustment process is under way. A further substantial contribution to growth from 
net exports and a further reduction in the current account deficit are in prospect. 
Cost and price inflation is forecast to ease, thereby assisting in maintaining Austral
ia's cost competitiveness and reducing the possibility of disruptive exchange rate 
shifts. While there are always risks associated with economic forecasts, there are 
grounds for believing that the continued flexible application of the policy framework 
in place provides a sustainable solution lo Australia's external difficulties. 
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STYLE CONVENTIONS 

The following style conventions are employed in this Statement in addition to 

those noted on page 2 of this Budget Paper: . . . 
• Unless otherwise stated, amounts shown in text as prov1S1ons,. allocattons, 

estimated outlays or the like refer to the current (1~87-88) fina~c1al ye~~ a~d 
all references to change in such amounts deal with c~mparisons wit t e 
corresponding amounts in the preceding (1986-87) financial year. 

T ·1 · · NSW (New , The following abbreviations are used for States and em ories. r ) 
South Wales), VIC (Victoria), QLD (Queensland), WA (Wester? Austra ~T 
SA (South Australia), TAS (Tasmania), NT (Northern Territory), A 
(Australian Capital Territory). 

, "States" includes the NT; "the six States" excludes the .NT; "Stales and 
T ·1 ·es" includes the NT and the ACT but unless otherwise sta~ed excludes 

0~~~ ~rritories; "States and all Territories" has its natural meanmg. . 
, Amounts shown for current or future years should be taken as estimates 

(whether or not so described) unless that is clearly not intended. 
, Money amounts not expressed in full are rounded to the ~earesl $0.1 m. . 

, All time periods are inclusive of the opening and/or closing dates o; :;riod~ 
given (eg "the three years to 1984-85" comprises 1982-83, 198 - an 

1984-85). " h 
• Unless otherwise specified, references to the uMay Statement . mean t e 

statement delivered by the Treasurer on 13 May 1987 entitled "1987-88 Budget 

Initial Measures, May 1987". 
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STATEMENT NO. 3-ESTIMATES OF OUTLAYS 1987-88 
This Statement presents an overview and analysis of outlays and staffing in the 

I 987-88 Budget, with a brief summary of the processes and the fiscal and related 
economic developments which have occurred during the period of its preparation . 

PART I-OVERVIEW OF BUDGET OUTLAYS 

1. OUTLAYS AGGREGATES 

Total budget outlays in 1987-88 are estimated al $78 J46m, an increase of 
$3 247m or 4.3% over the 1986-87 outcome. This represents a decline in real terms 
of 2.4%. The ratio of outlays to GDP in 1987-88 is expected to be 26.8% compared 
with an estimated 28.3% in 1986-87 and 29.1% in 1985-86. 

The estimates for I 987-88 include an allowance for proceeds from the sale of 
major assets of $1 OOOm. If this allowance is excluded from the estimates, outlays 
of $79 l46m would increase by 5.7% over the 1986-87 outcome. This represents a 
decline in real terms of 1.2% and a ratio of outlays to GDP of 27.2%. 

2. RECONCILIATION OF FORWARD AND BUDGET ESTIMATES 

The forward estimates in previous years have presented an initial view of the 
outlays prospects for the following Budget, based on the future costs of existing 
policies. The Budget. estimates were based on separate "bids" submitted by Ministers 
in the months preceding the Budget, without regard to the forward estimates. 

In developing the 1987-88 Budget the role of the forward estimates has been 
significantly enhanced. The forward estimates are now taken as the baseline for 
budget deliberations, and are progressively updated throughout the Budget process 
to reflect policy decisions by the Government, movements in the economic param
eters underlying the estimates, and a range of other revisions including progress in 
implementation of programs and variations in demand or changes in beneficiary 
numbers. By providing a consistent and continuing basis for Budget deliberations, 
and minimising unproductive contention over base line estimates, these new proce
dures have improved outlays control and enhanced the Government's capacity to 
f0<:us on substantive issues. 

Forward estimates of budget outlays for the period I 987-88 to 1989-90 were 
prepared in September and October I 986, based on outyear estimates developed 
during the 1986-87 Budget, and published in December 1986. 

The forward estimates reflected all Government decisions taken before prepa
ration of the Report. For the most part this corresponds to the policies presented 
in the I 986-87 Budget. As such, the estimates included the cost of all Government 
activities having continuing authority. For 1987-88 this cost was estimated at 
$80 479m, based on the then current assumptions as to economic growth, inflation 
and other economic parameters. 

In a number of cases formal Government authority for programs lapsed during 
the forward estimates period. Where extension. of these programs at some level of 
funding was considered probable, continuation at the same real level was assumed 
for rnustrative purposes in order to avoid underestimating outlays totals. Some 
$460m was included on this basis, the main amounts being for food aid, Common
wealth State housing assistance and civil works. 
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The total published forward estimates for 1987-88 thus amounted to $80 939m. 

Following publication the forward estimates were updated as described above 
by the Department of Finance in consultation with other departments and agencies. 

The first major update of the forward estimates to reflect revised economic 
parameters was carried out in January and February. After considering the results 
of this update, the Government decided to approach the development of the Budget 
in two stages, concentrating first on reviews of major programs to identify ways of 
reducing outlays. The resulting reductions in outlays announced by the Treasurer in 
the May Statement form the basis of a continuing tight fiscal policy in 1987-88. 

In the second phase of Budget outlays development, the Goverment finalised 
the details of initiatives announced during the election campaign,. reviewed other 
more minor new poHcy requirements and concluded its examination of the scope 
for savings in areas not addressed in the May Statement. During this period the 
estimates were again updated progressively to reflect parameter movements and 
other variations as well as policy decisions. 

The table, Reconciliation of Forward Estimates and Budget Estimates of 1987-
88 Commonwealth Budget Outlays, by Function, provides a complete reconciliation 
by function between the published forward estimates and the budget estimates, 
categorising variations as being due to either parameter· movements and other 
estimates variations or specific policy decisions to increase or decrease funding. This 
reconciliation extends a similar table provided in conjunction with the May State
ment to cover the period from May to the Budget. A summary of the reconciliation 
from forward estimates to the May Statement and from then to the Budget is 
provided below. 

SUMMARY OF ESTIMATES VARIATIONS BETWEEN PUBLISHED 
FORWARD ESTIMATES, MAY STATEMENT AND BUDGET ESTIMATES 

Pubfishcd forward estimates . . 
Parameter and other varialions 
Policy decisions 
-Increase ...... . 
-Decrease . ..... . 

May Statement Estimates . . . 
Parameter and other variations 
Policy decisions (.'.I) 
-~lncreasc~Fami\y assistanct: . 

-Other 
~Decrease. 

Budget estimates ... 

(a} Includes rccostings of May Statement decisions. 

SM 
80939 

1146 

105 
-3745 

78445 
-450 

249 
284 

-380 

"18J.i6 

The major contribution to the net reduction between the published forward esti
mates and the Budget has come from policy decisions by the Government, which 
have had the effect of reducing estimated outlays by $3 488m. In the period leading 
up to the budget, savings of $380m were made which more than funded the $249m 
for the family package. Other new policy was agreed to the value of $284m. A 
summary of the more important new policy and savings decisions by function is 
provided in the next section. 
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Parameter and other revisions to the estimates resulted in a net increase over 
the forward estimates of $696m. Revisions up to the May Statement resµlted in an 
increase of $1 146m or 1.4%, which was offset by subsequent decreases of $450m 
or 0.6%. 

These movements reflect both the sensitivity of the estimates to P,arameter 
movements and the extent of revisions during the year. The sensitivity of the 
estimates has been analysed· in detail in recent Forward Estimates Reports, espe
cially at pages 22-29 of the 1986 Report. The assumptions underlying the published 
forward estimates were described in detail at page 21 of that Report, while the 
economic forecasts on which the Budget estimates are based are explained in Part 
III of Budget Statement No. 2. 

Major Parameter Changes 

The concurrent effect of a number of variables makes it impossible to determine 
the precise impact of changes in individual parameters. However, the major identi
fied parameter changes between the forward and Budget estimates are described 
below: 

• The exchange rate assumption in the Budget of 56 on a Trade Weighted Index 
basis is some 4 points higher than that assumed in the forward estimates. This 
appreciation is estimated to have led to a direct reduction in outlays since the 
forward estimates of $280m, mainly in defence capital purchases and interest 
on Commonwealth debt denominated in foreign currencies. 

• Domestic wage and price indices forecasts have also changed since the forward 
estimates. Higher forecasts for the CPI and implicit price deflator for non
farm GDP than in the forward estimates have increased outlays by around 
$600m, mainly in the areas of indexed pensions and benefits and assistance to 
other governments. Average weekly earnings are now expected to be rather 
less than forecast at the time of the forward estimates. This has reduced 
expected outlays by some $140m, mainly in the areas of salaries and Education 
and Health programs dependent on wages. 

The relative dependence of outlays on price and wage movements is detailed in 
Table 9 (pages 28-29) of the 1986 Forward Estimates Report. 

• The average number of unemployment beneficiaries is now estimated to be 
550 000, a net reduction of 20 000 on the assumptions incorporated in the 
forward estimates, which has reduced estimated outlays by $223m. Some 
18 000 of this reduction is due to policy decisions announced in the May 
Statement to tighten eligibility conditions and improve administration of un
employment benefit and related programs. It also reflects the continuing effect 
of administrative changes implemented since the 1986-87 Budget. Sickness and 
special beneficiary numbers have increased by 5 000 (net of policy measures) 
relative to the forward estimates, increasing outlays by $ l 7m. 

• Significant other program~specijic parameter movements have been: 
- A higher than expected use of Treasury Notes in 1986-87, which has 

increased the estimate of public debt interest in 1987-88 by around $100m. 
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- A higher than expected increase in the average prescription price for 
pharmaceuticals and greater than anticipated entitlement under the 'safety 
net' has increased estimated outlays by$! !Om. 

- Excluding the effects of policy measures, underlying growth in service 
volumes in medical benefits has increased estimated outlays by $15m. 

Other Variations 

A number of other large variations in the estimates have occurred since the 
forward estimates. These include deferral of the introduction of the Australia Card, 
and a revision to fertiliser subsidy payments. 

The 1987-88 estimates are also affected by movements in the 1986-87 base 
figures, although the precise effects vary greatly for different programs. There is 
for examp~e, a direct linkage to previous years' outlays in programs subject to real 
growth gutdanc: such as the 1. Defence function. In other cases, such as capital 
wor.ks, accel~ra~1on or deferral can significantly affect outstanding commitments on 
projects, while m programs such as grants-in-aid there is no linkage at all. 

3. OUTLAYS MEASURES 

.As out!i~ed in th~ section above, the Government in framing the Budget made 
policy dec1s1ons both increasing and decreasing the forward estimates. 

Initiatives adopted. by the Government included the family package, adding 
$249m to o~tlays, assistance to the States to reduce public hospital waiting lists 
($25m) and mcreased funding for the Aboriginal Employment Development Policy 
($!Sm net). In total $638m was added to outlays in 1987-88, with a full year cost 
of $1334m. 

Savings measures included decisions on general purpose payments to the States 
($1 OOOm), defence planning guidance ($350m), medical benefit schedule fees 
($128m), levels of road grants ($180m), social security benefit eligibility and 
administration ($433m), and asset sales ($! OOOm). Taken together with other 
decisions, but. abstracting from asset sales,. these measures will result in a reduction 
in outlays of $3 125m in 1987-88, and $3 840m in 1988-89. 

Apart from asset sales, total policy decisions by the Government in developing 
the Budget thus reduced the forward estimates by a net $2 488m in 1987-88 and 
$2 507m in 19~8-89. Allowance for asset sales increases net savings in 1987-88 to 
$3 .488m and m 1988-89 to $3 507m. In the absence of policy decisions, it is 
estimated that outlays would have increased by 2.0% in real terms in 1987-88. 

The following table summarises the main measures which affect estimated 
outlays in 1987-88 and which have been adopted by the Government since the 
publication of the forward estimates. 
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SIGNIFICANT OUTLAYS MEASURES SINCE THE PUBLICATION 
OF THE FORWARD ESTIMATES 

• Indicates measures announced in whole or in p.1rt in 1he May Slatemenl. 
# Indicates further measures announced before the 1987-88 Budget. 

Function and description of measure 

I. DEFENCE 

!>«""' •Reduce real growth to -1% in 1987-88 and 1% in 1988-89• 
Increase 
• Revise funding guideline from 1% 10 1.5% real growth in 1988-89 

2. EDUCATION 

!>«"'"" • Increase in 1he level of !he Ovencas Students Charge• • • 
• Reduction ill general rteurrent grants for higher education• . 
• Reduction i11 general recurrent grants for T AFE• • • • • 
• Reduce T AFE Fees Reimbursement Grant . . • . . . • • . 
• Reduction in general recurrent grants f~r ACT TAFE• . • . . . . • 
• Changed rates and conditions of education compom:nt ot Common Allowance 

Structure• .•...• • · · · • · · • • · · · • • 
• Reduce outlays on Spcc.ial Assistance for Students Program . 
• Rationalisation of Assistance for Special Groups . . • • 
• Contribution from States for higher education Superannuation 

Increases 
• Establish a National' Language Policy for students# . . . 
• lndell Postgraduate Awards . . · • • • · · · 
• Increase higher education intakes by 3500-4000 , • . . . · • 
• Aboriginal Employment Development Program-education programs 
• Aduh Migrant Education Program# • • • • • • • 

3. HEALTH 

"'"""' • • Medical Benefits - Restructuring of schedule fees and amendments to bc:nefit 
condltioni• 

- Diagnostic imaging 
- After0 hoursconsu\ta1ions 
- Optometry ..• 
- Ophthalmology , . . 
- CoMullantphysicians .•. 
- Other Schedule items • . • • • . . . · • . . · · . · 
- Reduction in benefit arrangements for private in-hospital medical 

services ..•.•.••••...••..•. 
• Pharmaceutical Bcnel\ts Scheme 

- Improvements in Pharmaceutical Benefits processing• . . • • . . • . . 
- Amendments to procedures for listing of drugs and scttmg prcscnbmg 

rules., ••.•.••• •••·•··• • 
- Reduction in wholesaler's margin in the price of listed drugs • • . • 
- Introduction of a madmum generic price differential for listed drugs . 

• Modifications to Repatriation Pharmaceutical Benefits Scheme supplementary 
list and prescribing rules •.• · • · . · · • · • · • · 

• Health Insurance Commission-termination of Medicare agency 

• ~t::~:~~~ons in ~dminis~raiion° and p~~~ : . : : : : : : : 
• Program or Aids for Disabled People-change in administrative arrangements• 
• Revised funding arran~ments for residential care for the aged• • • . • 
• Adjus\rnenl 10 approval scheduling for nursing home beds • • • • • • 
• Require patient contribution for nursing home care from veterans . . . . . 
• Increase the capacity of Repatriation Hospitals to trat veterans, thereby savmg 

on payments for Che treatment of veteraf15 in m:m-depa11men1al hospilals . • 
• Review of veterans' beneficiary transport arrangements • . • • • · . 
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Estimated Effect on 
Outlays 

1987-88 1988-89 

Sm Sm 

-350.0 -496.0 

35.0 

(a) (a) 
-12.0 -24.0 
-30.0 -45.0 
-1.0 -1.0 
-1.S -2.s 

-27.6 -59.2 
-2.0 -2.2 

-10.4 -24.7 
-11.0 -23.0 

IS.I 28.0 
1.0 2.6 

20.3 48.6 
2.5 4.5 
1.3 2.0 

-39.8 -54.1 
-23.1 -31.4 
-11.6 -15.8 
-11.3 -15.4 
-14.1 -19.2 
-28.1 -28.7 

-80.0 -119.0 

-1.0 -2.8 

-s.o -11.4 
-1.0 -7.0 
-1.0 -13.0 

-1.0 -2.0 

-0.4 -1.S 
-5.6 -2.7 
-1.6 -1.6 

-16.3 12.9 
-3.0 

-2.2 -4.3 

-2.8 -2.6 
-1.2 -2.S 

Function and description of measure 

Increases 
• Increased funding for AIDS treatment and education• • , . , . . . 
• Expansion of ac1ivi1ies under I.he AJDS Pro,sram • • • • • • • • . 
• Provide assistance to the States 10 reduce Public Hospital waiting lists . 
• Women's Health Screening Program • . . . . • , • • . . . , 
• Extend treatment benefits to Returned Australian Servicewomen ot World 

War ii ..•....... · · · .. · · · · · · · 
• Changes to Pharmaceutical Benefits Pricing Bureau price setting guidelines to 

assistloca\manufacturing ..••.•... , , , •••. 
4. SOCIAL SECURITY AND WELFARE 

Decreases 
• Unemployment Benefits and other entitlements 

- Asseu test on Unemployment Sickness and Special Bcnefiu• . • • 
- Alignment of rates of Sickness Benefit with Unemployment Benefits• 
- Postponement of benefits for voluntary job leavers• • • • • . . 

• Increase to 14% the withholding rate for recovery of overpayment or pensions/ 
benefits . • , • • , • . , , • • • . • . . . , • . 

• More rigorous scrutiny or the work intentions of unemployment-benefit 
recipients., •.. , •• , , .. , ...•••. 

•Sole Parcnu 
- Commencement of Child Support &:heme . . , . . . , . , 
- Reduction in child quallrying age for Supporting Parents Benefit and 

Widows Pension• . . • . , . • . . . . . . , , • . 
- Income testing of in·kind maintenance payments for Supporting Parent 

Benel\t and Widows Pension• • • • . . , . , • . . . . 
• Income test on Family Allowance• . • . . . • . • • . . . . 
• Review or eligibility and administration of income support payments , , • 

- Eligibility changes for various benefits• . . . • . . . . . . 
- Administrative changes* •. , ... , , • 
- Reviews of eligibility status for various benefits• , . • , , • . 

• Indirect effects on Unemployment Benefits from May Statement 
measures . , .... , ••••. , . , ... , 

• Increase detection of non-declared income , , , . . . , . • . 
•Youth 

- Job Search Allowance lo replace Unemployment Benefits for 16 and 17 
year olds" ..... ,.,, .... , •.... 

- Waiting period for Job Search Allowance and intermediate rates of 
Unemployment Bcnefiu• • . . • , , , , . . . • • . 

- Freeze current rates of junior and intermediate Unemployment Benefits• 
• Increased salaries and administrative costs for Social Security to implement 

May Siaiement measures• . . , . . . . , , . • . , . , . 
• Reduce matched funding to States under Home and Community Care Program 

10 reflect likely State runding' •.•• , ••. , , , , •• 
• Revised funding amngements for residential care for the aged' 
• Disability Services-defer increase in salary subsidy to fonded organisations• . 
• Increase Rehabilitation Centre charges 10 compensable clients to effect full 

cost recovery• ••• , •... , , , , .••. , .. 
• Chi\drens' Services-changes in fee relief arrangements and implementation of 

the 20,000 new places strategy• • • • , , , . , . . , • . 
• Recoveries or overpaymenu of service pensions• , . . . . , • • . 
• Alter timing of payments to the States for the Supported Accommodation 

Assis1ancc Program • • . . , , , . • . , • , , . 
• Deferred income assessment measures . . . . , • , . . . . , 
• Staff savings from compuler rc-tquipment program (STRATPLAN) . . . 
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Estimated Effect on 
Outlays 

1987-88 1988-89 

Sm Sm 

3.0 
9.0 12.9 

25.0 2S.O 
I.I 2.0 

0.7 1.4 

1.0 19.0 

-12.5 -24.0 
-8.0 -12.0 
-3.0 -3.0 

-6.9 -9.S 

-22.8 -47.3 

-26.9 -144.S 

-7.5 -17.0 

-5.0 -9.0 
-63.0 -9S.O 

-65.3 -85.3 
-65.9 -117.4 
-SJ.8 -117.9 

-30.0 -J0.0 
-7.8 -9.7 

-14.S -33.6 

-40.0 -4S.O 
-16.S -32.2 

16.S 9.7 

-6.9 -8.2 
-9.2 -0.J 
-9.0 

-o.s -3.0 

-33.4 10.6 
-4.1 -4.9 

-12.8 
-2.0 -13.S 

-5.3 



Function and description of measure 

Increases 
• Extend funding for disability services demonstration projects• • . . . . 
•Cost supplementation of children's services grants for cost increases withi:i 

year• .•..... · · · · • • · · · · • • · · • 
• Provide additional resources to administer the Child Support Schemi: . 
•Continue regionalisation of rehabilitation services• 
• Upgrade Homeless Persons Assistance Program . .. . . . • • . . • . 
• Provide attendanl care Services for some severely phys1cally disabled rcsidcn\s 

currently in nursing homes to be cared for in the community • . . • 
• Reintroduce pension and education allowance entitlement to Sole Parents 
•Pensions and benefits to recipienlSofchild·maintenance . . . 
• Permit pensioners to aggregate unused free area entitlements • • . 
•FamilyAssistance . . . . . • . . . . . . . . . 
• Additional resources to implement Family Assistance . • . 
• Aboriginal Employment Development Policy 

• Expand Community Development Employment Program (CDEP) and 
introduce a CDEP Support· Program • . • . · · • • 

• Community Economic Advancement Projects and Small Business 
projects • 

5. HOUSING AND COMMUNITY AMENITIES NEC 

Decreases 
• Restrictions on Commonwealth State Housing Agreement funding• 
• Defer outlays under the National Rainforest Conservation Program 
• Defence Service Homes-altered loan/grant arrangements . • · . • . 
• Operational savings arising from closure/disposal of migmnt centres and 

11ats ...... · · · • · · · · · · · · · · • 
• Migrant centres-changed management practices • 

Increases 
• Increase income limits for First Home Owners Scheme• • 
• Local Government Development Program . . . . . . . 
• Commi~ion of Inquiry into Lemonthyme and Southern f'orests# 

6. CULTURE AND RECREATION 

Decreases 
• Reduced funding for the ABC and SBS . • . · 
• Reduce funding for operation and maintenance of ABC transmissions . 
• Restructure of Film Australia's operations• . . . • . 
• Defer e111:pansion of National Broadcasting Service• . • 
• Defer outlays on the National SporlS Facilities Program . 
• Reduce Australia Council Grants• 

Increases 
• Construction of ABC/SBS Radio and Concert Building# 
• Funding of World Expo •gs• . . • . . . . . . 
• C'Jnstruc1ion of archives repository al Tuggcranong, ACT 
• Construction of Garden of Remembr;111ce-Rookwood NSW 
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Estimated Effect on 
Outlays 

1987-88 1988-89 

Sm Sm 

10.0 

6.9 
3.0 
4.9 
1.5 

3.5 
I.I 
2.1 
3.5 

239.9 
8.6 

8.2 

3.7 

-40.9 
-6.1 

-14.3 

-1.5 
-o.5 

27.5 
2.0 
1.5 

-:?.O 
-2.0 
-J.3 
-6.7 
-2.8 
-1.0 

4.7 
1.1 
0.1 

11.5 

2.5 

6.0 
0.4 
5.5 
4.7 

489.8 
8.0 

14.9 

5.0 

-77.9 
6.1 
NA 

-2.6 
-1.2 

35.5 

-1.3 

2.8 
-1.0 

6.1 
I.I 
1.9 
2.5 

Function and description of measure 

7. ECONOMIC SERVICES 

7A. TRANSPORT ANO COMMUNICATION 
Decreases 
• Repayment of advances made to Telecom• . . . . . • . • • , , 
• Repayment of advances made to Australia Post• . , . . . • • . . 
• Provide same nominal level of funding for major road grant programs in 

1987-88• •.....•..•.•.••. 
• Defer some work.s on taxiways al Kingsford.Smith Airport • 
• Reduce budget advances to the Pipeline Authority , , • 
• Reduce Airways Technical Capital Works • , . , , , 
• Revise the operating subsidy to Australian National Railways 

Increases 
• Replace Australian Bicentennial Road Developmenl Program following expiry 

in 1988' ............. · · 
• Provision for land acquisition for second Sydney Airport • . . . • , , 
• Advance the Australian National Railways Commission funds for capital works 
• Extend Air Traffic Control radar coverage . . • 
• Reshccl Perth Airport main runway , . . . • 
• Rcsheet Alice Springs Airport runway • . , 
• Replace the Aviation Central Training College 
• Replace VHF' Band Distance measuring equipment 
• Upgrade the Communications Laboratory facilities 
• Grants for the purchase of new generation ships• . , • , . . , , 
• Upgrade Department of Transport and Communications housing in WA , 

7B. INDUSTRY ASSISTANCE AND DEVELOPMENT 
Decreases 
• Slower implementation of heavy engineering assistance• • . . . 
• Reduction in contribution to wool research' . . . , . . . 
• Funding cap on wool promotion . . , • , • , , 
• Terminate tractor bounty . . • . • • . . . . . . . • . . 
• Increase the consumer paid margin of the Petroleum Products Freight Subsidy 

Schemeby4c/lilre , , ...• , .•. , . 
• Capital repayment and reduced funding for AUSTRADE 
• Reducesugarindustryadjustmentassistance .. 
•Increased quarantine cost recovery ...•..•.... 
• Dispose of Commonwealth owned stock of phosphate rock . . . , 
• Reduce funding for the Federal Water Resources Assistance Program • 

Increases 
• Provide development and adjustment assistance· to the textile, clothing and 

footwear industries• , , , ..••...• 
• National· Afforestation Program . . • . . • , . . • • • . . 
• Increase funding for the Australian Tourist Commission and abolish the Tourist 

Overseas Promotion Scheme . • , , , . . . • . . . 
• Completion of Steel Regions Assistance Program-tourism 
• lnfonnation industries strategy •..••.......•.. 
• Increased management and development of Australian fisheries (S3.Sm in 

1987-88)-offsct by increase in fisheries levies .. , •. 
• Construction of Brisbane and Spotswood quarantine facilities. 
• Increase funding relating to chemical residues in meat 
•Rural research funding , , • . . 
• Investment Promotion • • • . , • . 
• High Technology Procurement Strategy . . . 
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Estimated Effect on 
Outlays 

1987-88 1988-89 

Sm Sm 

-81.0 
-9.0 

-180.3 -192.5 
-1.6 1.6 
-2.3 -1.7 
-3.0 -3.0 

-6.0 

220.3 
8.8 6.8 
3.9 5.4 

2.0 
2.0 
4.5 
2.6 1.5 

2.6 
1.2 4.2 
4.1 11.8 
1.8 0.3 

-7.0 
-5.0 
-9.4 -7.8 
-1.0 -3.8 

-8.3 -8.8 
-4.0 -2.0 
-3.0 -3.0 
-2.7 -5.8 
-5.0 NA 
-4.0 -2.0 

6.2 10.0 
2.5 5.0 

3.8 I.I 
2.0 -2.0 
4.6 6.4 

1.9 0.5 
2.8 1.0 
4.2 
2.0 2.0 
3.5 7.0 



Function and description of measure 

7C. LABOUR AND EMPLOYMENT 

"""""' • Slower implementation of heavy engineering assistance• • . . • , . , 
• Abolition of Commonwealth Work Experience Program and ttduetion of 

JOBST ART wage subsidy scheme funding' • . • . • 
• Abolish Community Employment Program' • . , . . , . . , 
• Reduce funding of National Occupational Health and Safety Commission• 
• Reduce funding of Trade Training Program • , , 
• Reduce funding of Community Youth Support Scheme 
• Reduce Fonnal Training Allowance • • 

Increases 
• Increased funding for training programs• 

- Adult training , , , • • . 
- Youth training .•..... 
- Skills training • , • • , • • 
- Community Training Program , • 
- Job Search , , • , , , , , . . , , . , , , • , . 

• Provide development and adjustment assistance to the textile, clothing and 
footwear industries' . . . . • . . . • . . • . . . . . . 

• Provide funding for labour adjustment for retrenched coal mining industry 
workers in NSW and Queensland • . • , • • , • • 

: ~:ri;~~~rp'tm~~';~i~~S~~~l~pm~nt 0 P~licY-T~ini~g ·fo; ..\borigi~al~ 
Program ..•....•.•• 

7D. OTHER ECONOMIC SEKu""-

!kc= 
• Reduction in Industry Assistance Commission staffing• 

Increases 
• Accelerated re-equipment of the Bureau or Meteorology • 

8. GENERAL PUBLIC SERVICES 
8A. LEGISLATIVE SERVICES 

Increases 
• Restoration of landscaping for new Parliament House• . • • • . • • 
• Provide first stage of Ministerial communciations network, including secure 

voice communications, in the new Parliament House , • , • , • , . 

SB. LAW, ORDER AND PUBLIC SAFETY 

Increases 
• Extension of telecommunications interception powers to State law enforcement 

agencies and National Crime Authority• , . • • • . • 
• Law Courts accommodation program . • . • . , • , . . • . 
• Provide additional resources for Attorney-General's to recover and protect 

revenue . , ..•.• , •. , .•.•.•••.• 
•Anti-crime measures , ..• , • , •.•....... 
• Establish the Australian Securities Commission . . • • • • • , . 
• Royal Commission into Aboriginal deaths in custody# , • , • . • . 
• Increased Attorney General's Department resources to implement the Child 

Support Scheme . • . . , • . • . • . . • . • . • • 

SC. FOREIGN AFFAIRS AND OVERSEAS AID 

""'"""' •Reduction in overseas aid•, .. , . 

Increases 
• Contribute to UNCT AD Common Fund for Commodities 
• Overseas Property Services . • . • . • • • 

80. GENERAL AND SCIENTIFIC RESEARCH NEC 

!kc= 
• Increased cost recovery by CSIRO• , . , , . . , 

Increases 
• Provide for essential works for Antarctic Rebuilding Program 
• SYNROC demonstration Phase 11 • . • • 
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Estimated Effect on 
Outlays 

1987-88· 1988-89 

Sm Sm 

-4.0 

-28.0 -29.2 
-100.0 -200,0 

-7.0 -4.3 
-2.5 -4.4 
-1.0 -1.0 
-2.6 -6.4 

7.5 14.9 
15.S 32.0 
4.5 8.7 
3.4 4.5 
1.6 2.8 

1.0 

2.6 
3.8 6.0 

3.0 4.2 

-1.2 -2.4 

1.3 1.8 

5.0 

2.8 

1.2 1.0 
3.0 4.3 

4.1 S.8 
5.3 S.8 
I.I 
1.8 

0.9 2.8 

-20.0 -20.0 

1.6 I.I 
2.8 1.2 

-10.0 -15,0 

1.3 3.6 
1.9 2.3 

Function and description of measure 

SE. ADMINISTRATIVE SERVICES 

D«r=<S 
• Introduction of processing charge on applications for refunds or customs 

duty• •• , , •• , •• , •.•• , , • , •• , , 
• Canccllalion or civil works at Commonwealth Centre Melbourne following 

decision to dispose of site• .. , • , , , , .• , • , , , , 
• Sale of surplus land, buildings and other minor assets• , • , • , , • 
• Charge for survey, guarding and construction design services to client depart· 

ments(net) , •• , • , , • , , . , , . , • , , , • 
• Revised timing 0£ acquisition or ADP systems for the Australian Audit 

Office , .••. , , •• , •.•.• , . , ••.. 
• Terminate the superannuation subsidy to Australian Airlines • , . , , 
• Introduce comprehensive charges for statistical services-Australian Bureau of 

Statistics . , . , , • • • ..• , , • , • 

Increases 
• Increase Australian Taxation Office resources to implement the Child Support 

Scheme ......••.••••..•.••. · 
• Increased runding for Australian Taxation Office to assist l't11dit and debt 

collection activities • • • . , , • , , , . , • . • 
• Accommodation for Government operations 

- Civil works 
• construction or Commonwealth offices in Sydney and Melbourne , 
•other.,,,,, ••.•.•• ,,.,,. 
- new leases •• , , , , •. , , •• 
- fit-out of leased premises . . . . . . , . 

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

""""" • Reduction in general purpose payments to the States• 
• Rccoupmcnt of overpayments to Northern Territory • 

98. PUBLIC DEBT INTEREST 

Ike'""' 
• Quarterly payments to local government-savings in interest• , • , , , 
• Processing of accounts-reductions in Public Debt Interest from improved cash 

managcment• •• , , • , •. , , .•• , •. , .. 
• Reduced interest payments on State debt flowing from reduced capital assist· 

ance as a result of decisions at the May 1987 Loan Council Meeting# • . 
9D. ASSET SALES 

•Sale of major assets .•. , ••• 
- part of Embassy site in Tokyo• 
- assets of National Materials Handling Bureau• 
- former Ambassadorial residence in Paris' 
- Defence enterprises and major assets• 
- Commonwealth Government centres in Sydney and' Melbourne• 
- Shareholding in Primary Industry Bank of Australia• 
- Commonwealth Accommodation and Catering Service 
- Sale of Defonce Service Homes Corporation 

CROSS FUNCTIONAL MEASURES 
•Service wide efficiency scrutinies 

- Streamlining 0£ Public Service travel arrangements• , • . , • . 
- Processing of accounts administration• , • • , • , , , , , 

• Application or a further efficiency dividend on Public Service running costs• • 
• Payment of customs duty and sales tax by Commonwealth Government 

enterprises-supplementation for budget funded agencies• , • , . , , 
• Administrative savings ftowing from changes in structure of Commonwealth 

departmcnU# • . • • . . . • • • • • • • 

Estimated Effect on 
Outlays 

1987-88 1988-89 

Sm Sm 

-J.0 -1.0 

-9.8 -6.5 
-82.2 -J0.0 

-2.7 -4.9 

-5.2 1.3 
-4.9 -4.9 

-2.7 -·4.9 

8.7 10.7 

s.o 2.6 

2.4 22.0 
9.2 13.4 
7.5 16.7 

25.0 10.5 

-I 000.0(b) -1 000.0(b) 
-14.4 

-27.0 -27.0 

-6.5 -11.0 

-23.0 -95.0 

-I 000.0 -I 000.0 

-8.9 -23.4 
-9.1 -18.7 

-14.0 -28.0 

7.0 7.0 

-47,6 -107.1 

(a) The increased receipts from the Overseas Student Charges ($6.Sm in 1987-88 and SI0.8m in 1988-89) will result in a 
corresponding reduction in the contribution £rom the aJobaJ aid vote towards the education of subsidised overseas 
students from developing countries. 

(b) This figure represents the total savings identified in the May 1987 Premiers' Conference/Loan Council. The dlstribution 
of these savings is detennined by the proportion of advances which can be nominated by the States for housing 
purposes. As a result, included in the SI OOOm is a saving of Sl20.4m for both years in the 5. Housing and Community 
Amtnllits, ntc function. 
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4. SUMMARY OF BUDGET OUTLAYS 

The l 987-88 Budget outlays are summarised below: 

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

• by economic type, indicating the underJying economic nature of each item; 
• by economic type by function, showing the relationship between these two 

classifications; and 
• by portfolio. 

BUDGET OUTLAYS BY FUNCTION 

The l 987-88 Budget provides for negative real growth in outlays as a whole, 
while enhancing programs in areas identified as priorities by the Government. 

The proportion of outlays (excluding asset sales) allocated to the 2. Education. 
3. Health and 4. Social Security and Welfare functions will increase from 44.4% 
in 1986-87 to 46.2% in 1987-88. Outlays will increase by an average 2.7% in real 
terms in these three functions. The increase is due to the introduction of the family 
allowance supplement, increased utilisation of health services, funding for additional 
tertiary places and the indexation of pensions and benefits. These increases have 
been partly offset by reduced outlays on medical benefits due to changes to fee 
schedules, and reductions in social security pensions and benefits arising from 
improved administration and changed eligibility conditions. 

Major areas of decline in real terms include 1. Defence, as a result of the 
Government's decision to provide for a real decrease in 1987-88 of l.0%, and 
9A. Assistance to Other Governments, nee reflecting a reduction of $880m in general 
purpose payments to the States (net of the $120m contribution, shown under 
5. Housing and Community Amenities, nee, to the $1 OOOm savings determined in 
the May 1987 Premier's Conference/Loan Council). 

Outlays on 9B. Public Debt Interest are expected to decline in money terms due 
to the reduced deficit in 1986-87 and a further estimated reduction in 1987-88, and 
a decline in average interest rates compared with 1986-87. 

The decision to hold outlays on the Commonwealth State Housing Agreement 
constant in money terms in l 987-88 and a reduction in Loan Council Program 
Borrowings nominated by the States for public housing, together with the termina
tion of the savings bank subsidy at the end of 1986-87, contribute lo a substantial 
nominal decline in outlays in the 5. Housing and Community Amenities, nee 
function. 

The real decline in the 7 A. Transport and Communication function mainly 
reflects the Government's decision to hold outlays on road grants constant in 
nominal terms in 1987-88, while the reduction in 7C. Labour and Employment is 
primarily due to termination of the Community Employment Program partly offset 
by additional funding for trade training. 

Outlays increase in real terms and as a proportion of total outlays in the 8£. 
Administrative Services function, reflecting rising superannuation payments, rising 
payments under the instalment purchase and office construction program (in both 
areas reflecting the deferred cost of liabilities incurred in previous years), and 
increased resources for the Australian Taxation Office associated with the Child 
Support Scheme; and in the BA. Legislative Services function due to the 1987 
election and the costs of completing and occupying the new Parliament House. 
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BUDGET OUTLAYS BY FUNCTION 

Proportion 
1986-87 1987-88 of Total 
Aclual Estimate Change Outlays (a) 

Sm Sm Sm % % 
I. Defence 7208.8 7404.0 195.2 2.7 9.4 
2. Education 5215.7 S68S.2 469.6 9.0• 7.2 
3. Health 7499.3 8212.9 713,6 9.S 10.4 
4. Social S~urity 

0

and Wc1iarc
0 

20533.5 22599.0 2065.5 IO.l 28.6 
5. Housing and Community 

Amcnilies .•••• 1672.9 I 376.0 -296.9 -17.7 1.7 
6. Culture and kccreation 948.6 I 032.5 83.9 8.8 1.3 
7. Economic Services 

A. Transport and 
1669.3 1661.6 -7.7 -0.5 2.1 Communication 

B.. Industry Assistance a~d 
1180.3 1224.4 44.1 3.7 l.S Development , , . 

C. Labour and Employment I OJ0.6 1040.2 9.6 0.9 1.3 
O. Other Economic Services 266.6 247.5 -19.1 -7.2 0.3 

Total Economic Services . 4146.8 4173.7 26.9 0.6 S.3 
8. General Public Services 

A. Legislative Services . . 474.3 S73.8 99.S 21.0 0.7 
B. Law, Order and Public 

Sarcty ...... S20.0 579.3 59.3 11.4 0.7 
C. Foreign Affairs and Over-

seas Aid. 
0. General and ~ic~tifi~ 

1301.8 1391.9 90.1 6.9 1.8 

525.2 3.9 0.8 0.7 Research 521.3 
E. Administrative ·Se~i~ 2496.1 2 723.0 226.8 9.1 3.4 

Total General Public 
Services • 

9. Not Allocated to Fu~ction° 
5313.6 5793.2 479.6 9.0 7.3 

A. Assistance to Other 
GovcrnmcnlS 14436.8 14868.8 432.1 3.0 18.8 

B. Public Debi Jn1cres1 7923.3 7850.9 -72.4 -0.9 9.9 
C. Contingency Reserve 150.0 150.0 0.2 
0. Asset Sales -1 000.0 -I 000.0 

Total Not Allocated to 
Function 22360.1 21869.8 -490.3 -2.2 28.9 

TOT AL OUT LA VS 74899.2 78146.2 3247.0 4.3 

(a) Excluding 90 Asset Sales 

BUDGET OUTLAYS BY ECONOMIC TYPE 

Growth in Current Outlays on the Commonwealth's own behalf is expected to 
contract slightly in real terms: 

• The low growth in Defence Salaries and the decline in Defence Non-Salary 
Outlays reflects the 1.0% real reduction in defence functional outlays in 
1987-88. 

• Non-Defence Salaries decline slightly in real terms due to the effect of 
administrative arrangements savings and the effect of the 1.25% efficiency 
dividend on salary costs, offset by increased staff numbers in a number of 
areas. More details are provided on staffing.in Section 5 below. 

• Non-Defence Non-Salary Outlays increase substantially, principally as a result 
of increased superannuation and domestic and overseas property services 
outlays, the costs of the 1987 election, and occupancy costs of the new 
Parliament House. 
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Current Transfer Payments make up more than 15% of outlays. The main 
components are interest payments, expected to decrease slightly in money terms, 
personal benefit payments which will again increase in real terms, and grants to 
other governments which will. grow only slightly in real terms as a result of the 
Government decision to reduce general revenue payments to the States. 

• The rapid growth in recent years in the Grants to Non-Profit Institutions 
component has been reversed as a result of the decision to phase in a standard 
Commonwealth nursing home benefit payable to individuals to replace cost 
reimbursement payments to nursing home operators. 

Total Capital Outlays by the Commonwealth are expected to decline by almost 
20% in real terms, largely as a result of reductions in the States' Loan Council 
Program (affecting Grants to Other Governments and Net Advances) and the 
decision to hold road grants to the States constant in nominal terms. 

• Capital Payments on the Commonwealth's own account are expected to grow 
rapidly due to progress on the Beijing Embassy complex and increased capital 
payments under the office construction instalment purchase program. The 
wind up of the British Phosphate Commission, the sale of rehabilitation 
centres, and a payment to the Commonwealth by the South Australian Oil 
and Gas Corporation in respect of the purchase of petroleum interests in the 
Cooper Basin were all offset against payments in 1986-87. 

Major Asset Sales have been identified separately in the table Budget Outlays 
by Economic Type. If these had been classified to Defence Non-Salary Outlays and 
Capital Payments as in the past the estimated proceeds would have dominated the 
estimates of ongoing activities in these categories. 

CHART 2. OUTLAYS BY ECONOMIC TYPE (a) 
1987-BB 

Transfers Other Govt-~29. g:.; 

(al Excludes Asset Sales {$1 Billion} 
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BUDGET OUTLAYS BY FUNCTION AND ECONOMIC TYPE 

Estimate 1987-88 (heavy type) compared with Actuals 1986-87 (light type) 

---
Social 

Sccvrily General Assistance 
aod Economic Public to other 

Defence Education Health Welfare Services Services Govcrnmcncs 

Sm Im Sm Sm Sm Sm Sm 
Current Ourlays-On Goods and Services . 7175 47 1117 849 I 091 3752 

7154" 34 I 046 788 I 064 3433 
Interest. ..... 52 -

-- - 55 

Personal Benefits Payments 734 5257 20700 65 18 

6-04 4 521 18886 48 16 -
Capital Payments ... 5 125 63 224 183 

5C, 8 54 58 119 109 
Transrcrs lo Other Governments 4 .C439 1298 344 1597 19 14869 

4 4153 I 170 283 1762 55 I4437 
Transfers Others . ..... 225 460 416 642 1196 1704 

56 417 708 518 I 094 1646 

TOTAL(b) ••..... ... 7404 5685 8213 22599 4 J?4 5193 14869 
7209 5216 7499 20534 4147 5314 14437 

(o) lnclud~ 5. Housfog and Community Amenities, nee, 6. Cullure olnd Recrea!ion and 9C. Contingency Reserve 
(b) Ex.dud~ 90. Asset Sales 
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Othcr(a) 

Sm 
354 

184 

-
II 

II 
27 
16Cr 

1058 
1262 

I 108 

1181 

2558 
2622 

~j 
'il 
Ii:: 

Total(6) 

Sm 
14388 
13705 

7903 

1918 

26784 

24085 

633 
386 

23688 
23126 
5150 
5620 

79146 
74899 



BUDGET OUTLAYS BY PORTFOLIO 

Estimates of outlays by portfolio and program are presented in detail in Budget 
Paper No 3 Portfolio Program Estimates 1987-88. That paper provides details of 
outlays by appropriation item or head of receipt for each sub-program, and also 
indicates the broad functional classification of outlays. Information on staffing by 
sub-program is also included. 

The table below provides a summary of outlays by portfolio. 

1987-88 
1986-87 ----------

Pllrliamcnt ... 

~~t~ini~t~~~:c ~~~vic~nvironmcnt, Tourism ~nd 
Tcrrilorics , .. 

Attorney·Gcnerars . . . . 
Community Services and Health 

of which--
- Veterans· Affairs . 
- Aboriginal Affairs . 

Defence ....... , .. 
Employmcn1, Education and. Training . 
Finance , , ... 

f~~:=~J~o~~irs ~:J~ra~~ver~m~nl ~nd 0E1hni~ 
Affairs ... . 

Industrial Relations . ... , . 
Industry, Technology and Commcrc: 
Primary Industries and Energy 
Prime Minister and Cabinet 
Social Security ..... . 
Trnnsport and Communications . 
Treasury .. , .. 
Not allocated to portfolio 
. Cof'l;tingency Reserve. 
. ASSt!I Sales 

TOTAL OUTLAYS 

Actual Estimate Change 

Sm 
65.3 

1529.9 

I 018.0 
490.1 

12 !16.2 

3709.4 
330.1 

7179.5 
5826.3 

623.1 
I 259.5 

173.7 
122.9 

I 307.1 
571.3 
137.9 

16693.7 
2070.2 

23714.6 

74899.2 

Sm 
89.0 

I 758.4 

I 135.9 
515.7 

13435.9 

4197.0 
384.3 

1413.4 
6258.1 

719.6 
I 304.7 

194.0 
125.1 

I 358.2 
531.9 
186.9 

18 173.6 
2 106.5 

23 689.2 

150.0 
-1 000.0 

78 146.2 

Sni 
23.7 

228.S 

117.9 
25.5 

I 319.8 

487.5 
54.3 

233.9 
431.8 

96.5 
45.2 

20.3 
2.3 

51.I 
-39.5 

49.0 
1480.0 

36.3 
-25.4 

150.0 
-I 000.0 

3241.0 

% 
36.2 
14.9 

11.6 
5.2 

I0.9 

13.1 
16.4 
3.3 
7.4 

15.5 
3.6 

11.7 
1.8 
3.9 

-6.9 
35.5 
8.9 
1.8 

-0.1 

4.3 

Reasons for major movements between 1986-87 and 1987-88 are provided below: 

Parliament 
The substantial real growth in outlays is due to the initial occupancy costs of 

the new Parliament House. 

Administrative Services 

The increase reflects the costs of the 1987 election, and increased domestic and 
overseas property costs in part reflecting instalment purchase payments related to 
property development in recent years,. offset partly by reduced outlays on common 
services due to the introduction of interdepartmental charges. 

Arts, Sport, the Environment, Tourism and Territories 

Growth is mainly due to increased funding for schools in the ACT, and an 
increased property refurbishment and construction program. It is also affected by 
one-off receipts in 1986-87 of the proceeds from the wind-up of the British 
Phosphate Commission. 
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Allorney-General's 

Slightly reduced real funding for most programs, partly offset by increased 
resources in the Government Solicitor's Office and law enforcement agencies ac
count for the small real decline. 

Community Services and Health 

The strong growth reflects increases for a range of programs, including medical 
and pharmaceutical benefits, home and residential care services, children's services, 
veterans' health care and service and disability pensions. 

Defence 

The low nominal growth in this portfolio reflects the government's decision to 
restrict growth to -1 % in real terms for the Defence function, together with 
favourable exchange rate movements. 

Employment, Education and Training 

The modest real increase in outlays is mainly due to increased funding for 
training programs, the National Languages Policy, and additional tertiary places, 
offset by the abolition of the Community Employment Program. 

Finance 

The growth in outlays is due to increased superannuation payments, principally 
reflecting emerging costs of liabilities incurred· in previous years under the Common~ 
wealth Superannuation Scheme. 

Foreign Affairs and Trade 

The appreciation of the $A and the decision to reduce aid payments have 
contributed to the slight real decrease in funding. 

Immigration, Local Governme/11 and Ethnic Affairs 

An enhanced migration program accounts for the increase. 

Industrial Relations 

The real reduction in funding reflects savings in the operations of the Trade 
Union Training Authority and the National Occupational Health and Safety 
Commission. 

Industry, Technology and Commerce 

Reduced funding has been provided for the CSIRO and the Petroleum Products 
Freight. Subsidy Scheme, leading to the real reduction in the portfolio as a whole. 

Primary Industries and Energy 

Reduced estimates of fertiliser subsidies and the completion in 1987-88 of 
assistance for the construction of a gas-fired power station in the NT contribute to 
reduced outlays. 

Prime Minister and Cabinet 

The increase reflects the peaking of outlays by the Bicentennial Authority. 

Social Security 

The growth in outlays is due to indexation arrangements for a range of pensions 
and benefits and the cost of the family assistance package, offset by reduced funding 
for family allowances and the effects of other policy decisions on eligibility and 
administration. 79 



Transport and Communications 
The real reduction in funding primarily reflects the decision to hold road funding 

constant in nominal terms. 
Treasury 

Outlays have grown only slightly in nominal terms as a result of a reduction in 
general purpose payments to the States and lower estimates for public debt interest. 

5. SUMMARY OF STAFFING AND ADMINISTRATIVE COSTS 

The 1986-87 Budget Paper No. I provided a summary of staffing estimates only. 
This section now includes all the costs of administration (running costs) for Budget 
dependent agencfos, covering administrative and operational expenses as well as 
staffing estimates. 

The Government announced in 1986-87 its intention to institute an efficiency 
dividend requirement, averaging l per cent per annum over the following 3 years, 
in conjunction with steps to increase the flexibility with which departments could 
use their running cost funding: 

• the Salaries, Administrative Expenses and Operational Expenses appropriations 
have been consolidated into one single Running Costs appropriation; 

• the consolidated appropriation is largely cash limited and additional appropri
ations are available within each year to provide only for national wage case 
and other major determinations; and 

• departments and agencies have been allowed to carry over into the following 
year unspent Administrative Expenses and cash-limited Operational Expenses 
(up to a maximum of 4% of these items) and will be allowed to transfer funds 
between administrative and salaries notional items. 

General savings of 0.5% in salaries and average staffing levels in 1986-87 and 
I% in administrative and operational expenses were applied, providing a firm base 
for these arrangements. 

As announced in the May Statement, the Government decided to increase the 
dividend requirement to J.25% on average over the three years. Efficiency gains 
from major ADP and other investments will continue to be brought to sep~rate 
account. As also announced in the May Statement it is expected that associated 
with any second tier wage increases there will be further future gains in efficiency 
and offsets in costs. 

Adjustments to the planning limits, for the non-salaries/wages component of 
running costs budgets will be limited to the effects of economic parameter adjust
ments and authorised changes to activity levels. Outlays associated with policy 
changes will continue to be considered separately. For the salaries and wages 
planning limit, adjustments will be confined to appropriate National Wage Case 
and other significant remuneration determinations. 

Most, but not all, departments and agencies subject to the run~ing costs system 
are also subject to more specific staff budgeting controls. Agencies exempt from 
staff budgeting controls are generally statutory authorities whose staff are n?t 
employed under the Public Service Act and who are independent of government m 
their day to day operations such as the Australian Broadcasting Corporation and 
the Health Insurance Commission. 
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Consistent with the above financial management and budget structure reforms, 
the Government has further simplified the direct controls it exercises over depart
mental staffing levels to give managers greater scope to manage staff resources 
within the new, broader running costs funding limits. For 1987-88, it has made the 
long-established direct control on staff numbers subordinate to the running costs 
funding limits by giving agencies the scope to vary their annual average staffing 
levels from the Budget levels within an upper limit of an additional half of one per 
cent, provided that any associated costs not borne by the agency ( eg superannuation, 
accommodation) are offset and do not accrue to the Commonwealth as net addi
tional costs. These direct staffing level controls can also be withdrawn where a 
Budget sector agency or departmentally operated trust account funded activities has 
a commercial and competitive orientation, or where there are other compelling 
policy reasons. In this context, it has been decided to remove the direct control in 
1987-88 from the ACT Administration and from the Transport and Storage func
tions of the Department of Administrative Services. 

The table below shows overall staffing and running costs information by portfolio 
covering all agencies subject to staff budgeting controls. 

STAFFING AND RUNNING COSTS 
1986-87 to 1987-88 

1986-87 1987-88 

Slaffing Running S1afting Running 
(Staff Costs (Staff Costs PORTFOLIO Years) (Sm) Years) (Sm) 

Administrative Services 16404 587.8 15964 618.2 
Arts, Sport, the Environ~e~t. To~ris

0

m ~nd 
Territories 3 250 211.7 3161 238.7 Attorney-Gener~\'s. : : : : 7852 324.8 7982 343.2 

Community Services and Health 21474 725.9 21 556 794.2 of which 
-Veterans' Affairs. 13150 416.8 13496 476.0 -Aboriginal Affairs I I07 48.1 I 149 52.4 Defence (a) 38975 1419.9 38 369 I 570.J Employment. Educ;ti~n ~nd' Tr.ain\ng. 10123 339.1 10206 351.7 

Finance ... , .. , ... 2107 76.9 2102 79.9 Foreign Affairs and irade 5321 282.0 5363 296.6 lmmigralion, Local Goverm~eni a~d .E1hni; 
Affairs 2335 91.3 2397 102.6 Industrial Reiati~n; 1358 65.2 I 367 70.7 

industry, Technology ~nd° C~m~er~e 14684 675.7 14545 694.3 Primary Industries and Energy 4837 208.3 4899 226.2 Prime Minister and CabincJ . I 715 70,0 ! 536 70.0 Social Security . 16806 529.3 17 601 574.8 Transport and Co~m~nidati~ns. 12912 588.9 12685 624.3 Treasury. 23131 692.4 22662 702.S 
SUB-TOTAL 183283 6888.8 182493 7357.7 Aust Youth Trainee Scheme -335 -507 
1986 Population Census . . : . , . -935 
Adjuslments for 1r.msfer in/out of cover. -!77 
Travel Scru1iny Savings . , . , .. -1()() 
Redeployment Allowance(b) 160 

TOTAL . 182013 6888.8 181869 7357.7 

(a) Running costs include amounls associated with Defence service personnel. 
(b) Resulting from changes in machinery of Government, 

Change 

Staffing 
Running 

Costs 
% % 

-2.7 S.2 

0.3 12.8 
1.7 S.7 
0.4 9.4 

2.6 14.2 
4.0 9.2 

-1.6 10,6 
0,8 )7 

-0.3 3,8 
0.8 5.2 

2.7 12A 
0.6 8.4 

-0,9 2.8 
1.3 8.6 

-IOA 
4.7 8.6 

-1.8 6.0 
-2,0 1.S 

-0,4 6.8 

-0.1 6,8 

The 1987-88 Budget estimates of staffing show little change in aggregate levels over 
the 1986-87 outcome, but represent a reduction in staffing levels of 0.9% on the 
1986-87 budget figures, and a 0.6% reduction on 1985-86 levels. These results are 

81 



consistent with the Government objective of halting the growth and reversing the 
trend in Public Service staffing and with the objective of achieving a more efficient 
government administration. The 1986-87 outcome also reflected achievement of the 
GovernmenCs commitment lo reduce the numbers of staff in June 1987 by 2 000 
over the number employed at the end of June 1986. The running costs figure for 
1987-88 shows an overall growth of 6.8% on the 1986-87 outcome. Increases in 
non-salary costs reflect increased domestic and overseas property services outlays, 
occupancy cost of the new Parliament House and the cost of the 1987 election. 
Salary estimates exclude contingency provisions not allocated to portfolio. 

While more details about approved staffing and running costs budget are pro
vided in Budget Paper No. 3, measures having the greatest impact on staffing levels 
in 1987-88 are: 

DECREASES 

• Changes in Machinery of Government 

The Prime Minister announced a target of savings of 3 000 staff years flowing 
from the restructuring of Commonwealth Government departments. Total 
staff year savings of 3 137 ($107. lm) have been agreed, of which 1335 staff 
years ($47.6m) will be realised in 1987-88, with. the remainder coming in 
1988-89. Major full year savings by portfolio are Administrative Services (750), 
Arts, Sport etc (156), Community Services and Health (425), Employment, 
Education and Training (300), Foreign Affairs and Trade (165), Industry, 
Technology and Commerce (371), Primary, Industry and Energy (170), Prime 
Minister and Cabinet (restructure of Public Service Board: 350) and Transport 
and Communication (350). 

• Efficiency Dividend 

Application of the efficiency dividend of 1.25% in 1987-88 has led to estimated 
aggregate savings of I 600 staff years for agencies under staff budget control. 

• Efficiency Scrutiny 

Significant staff savings over and above the efficiency dividend will also result 
in 1987-88 from the implementation of efficiency scrutinies on the processing 
of accounts, public service travel arrangements, the processing of First Home 
Owner Scheme claims and pharmaceutical payments. Savings of 550 staff years 
are estimated for 1987-88, rising to 1200 in 1988-89. 

INCREASES 

The above reductions have been offset to some extent by staffing growth to 
provide for new -0r increased activity in priority areas of public service. Portfolios 
affected include: 

• Attorney-General's 

Increases are associated with the Australian Government Solicitor's Office 
requirements for tax appeals and recovery work, with the Family Court 
requirements as a result of the establishment of the Child Support Agency 
(155) and with the Australian Federal Police (108). 
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• Community Services and Health 

Staffing growth in this portfolio is due to the provision of additional resources 
for the Repatriation Hospitals of the Department of Veterans' Affairs (337) 
and workload on service pensions (41). ' 

• Employment, Education and Training 

ln~reases in this portfolio are associated with the number of student benefici
anes (l 12), workl?ad _i~creases in the Commonwealth Employment Service 
(177) and new poltcy m1tiatives (124). 

• Immigration, Local Government and Ethnic Affairs 

An increase ~f I 00 staff years has been provided to deal with a backlog of 
appeals on migration applications. 

• Prime Minister and Cabinet 

Inc_r<'.a~es Of about I lO staff years have been provided mainly for Bicentennial 
act1v1t1es. 

• Social Security 

Incr~es of abo~t I 000 reflect the Government's priorities for the better 
tar~ettmg of assistance and new initiatives, including increases for Family 
Ass1Stance, means testing of family allowances, and the Child Support Scheme. 

• Treasury 

The Australian . Taxation Office increased resources requirements ( 641) are 
largely due to increased workload, the further implementation of taxation 
refonn measures and the. setting up of the Child Support Agency. 

•Other 

An. increase of 172 staff years has been provided for the employment of 
tramees under the Australian Youth Trainee Scheme (AYTS). 
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PART II-ANALYSIS OF BUDGET OUTLAYS BY FUNCTION 

1. DEFENCE 
A comprehensive review of Australia's defence capabilities and requirements has 

been completed by the Government. A Policy Information Paper, entitled The 
Defence of Australia, which sets guidelines for the development of Australia's 
defence up to the year 2000, was released in March 1987. 

Defence planning is a long term process, as defence projects such as new 
weapons systems, training programs and base development generally lake years to 
complete. As a consequence, current budget outlays reflect the impact of earlier 
decisions to a large extent. For example, although the then Government decided in 
1981 to acquire F/A-18 fighter aircraft, the last of them is not expected lo be 
delivered until 1990, and payments are likely to extend even further. Similarly, the 
last of the new submarines to be built in Australia, the decision on which was 
announced in June 1987, is planned for delivery in 1999. 

Forward planning is also influenced by budgetary constraints. Successive govern
ments have provided Defence planners with financial guidance for a five year 
period-the Five Year Defence Program-to permit the examination of policy 
options and new and existing commitments in the light of assumptions about future 
resource availability. 

The Treasurer announced on 13 May 1987, as part of the May Statement, that 
Defence planning guidance was to be reduced from the previous level of 3% real 
growth per annum. A real reduction of 1 % in Defence outlays was required for 
1987-88 to be followed by real growth of 1% in 1988-89 and 2% in 1989-90. Since 
then, the Government has determined that planning guidance for 1988-89 should 
be increased to 1.5% real growth, with guidance for the remaining years of the Five 
Year Defence Program 1988-93 being set at 2.0% real growth per annum. The 
Government believes that this commitment of resources will enable the strategy 
outlined in the Defence Policy Information Paper to be pursued. It should be noted 
that forward guidance is provided for planning purposes and not as a commitment: 
the actual amount allocated to Defence is determined each year as part of the 
Budget consideration. 

The provision for Defence in this Budget is $7404m, an increase of 2. 7% from 
$7209m in 1986-87. As foreshadowed by the Treasurer in the May Statement, after 
allowing for the impact of price and exchange rate variationst this represents a real 
reduction of 1 % on 1986-87 in terms of what can be procured with these funds. 
Outlays in 1986-87 were about 0.4% lower in real terms than in 1985-86. 

Chart I on the following page shows the growth in the components of defence 
outlays over the six years to l 987-88. Perhaps the most noticeable feature among 
the overall increases over those years is the fall in outlays on equipment and stores 
in 1987-88 and particularly on overseas purchases (see Chart 2). 
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Since m.uch of. the tech.nology required to construct modern, sophisticated 
defe?ce eqmpment 1s not available locally, a high proportion of equipment must be 
oblam~d from overseas. The relative levels of payments in Australia and overseas 
on eqmpment and stores for the total Defence function are shown in chart 2 below. 
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Overseas payments on equipment grew rapidly to 1985-86, reflecting the com
bined effects of the rising payments for the F/A-18 program and the depreciation 
of the SA. Since then, overseas outlays have reduced, reflecting a wind-down of 
F/A-18 payments and new projects with a higher level of Australian content. 

The extent of future commitment implicit in decisions taken in the 1987-88 
Budget context and earlier is indicated by the estimate of outstanding obligations. 
Outstanding obligations to be met in 1988-89 and later years are estimated at 
$9907m (April/May 1987 prices). 

This compares with $7623m (April/May 1986 prices) estimated to be carried 
into 1987-88 at Budget time last year which increased during the year to $10 389m 
largely due to commitment of the new submarine ($2717m) and additional helicop
ters ($163m) and price adjustments. The currently projected reduction in the level 
of obligations during 1987-88 mainly reflects expected payments on major projects, 
but is, of course, subject to later Government consideration of individual projects 
involving new obligations. 

The following table summarises the Defence outlay estimates. The estimates are 
basically in April/May 1987 prices but have been adjusted to reflect the general 
Budget assumptions for exchange rates. Provision has also been made for prospective 
cost escalatiOn included in certain overseas major equipment contracts, major 
facilities and administration expenditures, and for contingent increases in personnel 
costs. 

SUMMARY OF DEFENCE OUTLAYS 

J.l Defence Force Personnel . 
1.2 Chillan Personnel , . , , , 
J.J ne-rence Forc6 Redwnent Jllld 

Death Benefits (DFRD8) , , 
1.4 Dt(ence Equipment and Stores 
t.s DtCence Facilities . . . • . 
1.6 Defence Housing . . • . 
1.7 DtCence Industrial Capacity • . 
1.8 Defence Science and Technology 

Es1abllshments (DSTO) (net) 
1.9 Defence Co-operadoo Program 
I.JO Defence Other 

TOTAL 

1985-86 1986-87 1987-88 
Actual Actual Estimate 

$m 
1947.7 
456.9 

339.8 
2619.9 
304.2 
65.I 

340.0 

166.l 
SO.I 

382.5 

6672.S 
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$m 
2007.6 
477.9 

385.8 
2903.3 
392.7 
83.8 

233.9 

184.2 
54.6 

485.1 

7208.8 

Sm 
2077.5 
504.6 

447.7 
2764..8 
396.4 
104.7 
270.8 

183.1 
58.3 

596.0 

7404.0 

Change 

$m % 
70.0 3.S 
26,7 S.6 

61.9 16.1 
-138.S -4.8 

3.7 0.9 
2J.O 25.0 
36.9 15.8 

-1.1 -0.6 
3.7 6.7 

110.9 22.9 

195.2 2.7 

Chart 3 below illustrates the broad distribution of Defence outlays by category: 

Naval. 
Mililary 
Air . . 

Total 

CHART 3. DEFENCE OUTLAYS BY MAJOR CA TEGOAY 
1987-BB 

l.I DEFENCE FORCE PERSONNEL 

1985-86 1986-87 
AclUa! Actual 

1987-88 
Estimate 

Sm Sm Sm 
466.1 
941.8 
669.6 

435.5 443.8 
882.9 916.S 
629.2 647.2 

Change 

Sm % 
22.3 s.o 
25.3 2.8 
22.4 3.S 

1947.7 2007.6 2077.S 70.0 3.S 

l 98jh~ i~cre~e in service personnel costs reflects full year effects of the March 
a!Jona Wage Case decision, and the part year cot f h' h s · 

~:lowance.payable ~ro.m 23 July 1987. Provision for possible ~ut~re :~g:'.at:r:~~ 
a owance mcreases ts mcluded under 'I.IQ Defence Other'. 

Details of Defence Force personnel numbers are: 

Permanent Forces 
Naval , . 
Mililary, . 
Air . , .. 

Reserve Forces . 

Total .... 

Actual 
Terminal 

Staff 
Level 

1986-87 

Estimated 
Terminal 

Staff 
Leve! 

1987-88 Variation 

Actual 
Average 

Staff 
Level 

1986-87 

Estimated 
Average 

Staff 
Level 

1987-88 Variation 

15803 15612 -f.jf JS361 15657 +296 
32 311 31 581 -730 31 784 31 746 -38 
22647 22590 -57 22558 22612 +54 
29055 30817 +1 762 2930 3067 +131 

99816 100660 +844 72633 73082 +449 
NOTE: Average figures arc expressed as staff d h r. 

for Reserves.. Terminal numbers are ~C:,~ 3~n Ju~:.rc ore do not relate to terminal numbers, particularly 

h ~he estimated average staffing levels for 1987-88 given in the table above for 
t e ermanent Fore~ reflect the introduction of a new Defence personnel resources 
str~t~gy announced m the Defence Policy Information Paper which includes a 
tra~n~ng force supplement to be varied with rises and falls in separation rates The 
trammg force supplement for 1987-88 is 500. · 
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The target strength for the Army Reserve at 30 June 1988 has been set at 
26 000, compared with the terminal strength at 30 June 1987 of 24 632. Navy and 
Airforce reserves target strengths are 1308 and 1400 compared with terminal 
strengths of 1219 and 1361 respectively at 30 June 1987. The target strength for 30 
June 1988 of other reserves has been set at 2109. 

1.2 CIVILIAN PERSONNEL 

The increase in payments under this category reflects salary rates increases, 
partly offset by lower civilian staffing. Civilian personnel are employed in direct 
support of the three Services (IS 601 average staffing level in 1987-88), in the 
factories and dockyards (l l 824), in the Defence Science and Technology Organi
sation (4!SO), and in other elements of the Department in Central and Regional 
Offices (6794). The approved average staffing level of 38 369 for 1987-88 is 607 
fewer than the 1986-87 level of 38 976. This saving is largely attributable to a 
rationalisation of the workforce at the Government Aircraft Factories and Aircraft 
Engineering Workshop (-404), and other Office of Defence Production facilities 
(-422), to align the workforce more closely to the likely workload. These and 
other reductions will be partly offset by the redeployment of 493 positions to higher 
priority tasks within Defence. The costs of some personnel discussed above are 
included under sub-functions '1.7 Defence Industrial Capacity', '1.8 Defence Science 
and Technology Establishments' and 'l.10 Defence Other'. 

1.3 DEFENCE FORCES RETIREMENT AND DEATH BENEFITS (DFRDB) 

1985-86 1986-87 1987-88 
Actual Actual Es1ima1e Change 

Payments ..... 
Conlributions by Members 

total 

Sm 
431.3 
91.SCr 

339.8 

Sm 
482.5 
96.BCr 

385.8 

Sm Sm 
546.9 64.4 
99.2Cr -2.S 

447.7 61.9 

% 
13.4 

-2.6 

16.1 

The main factors leading to increased provision for DFRDB and DFRB are: 
• update of pension rates in July 1987 to reflect the 9.4% Consumer Price Index 

increase in the year to March 1987; 
• an extra (27th) payday in 1987-88; 
• increased commutation payments due to the National Wage and Service 

Allowance decisions; and 
• a projected pensioner population net increase of 1 999 to 36 8S4 in 1987-88. 

1.4 DEFENCE EQUIPMENT AND STORES 

1985~86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
MaJOt Projects 1616.9 1797.5 1615.5 -182.0 -IO.I 
01her New Equipment and Stores . 147.0 162.3 157.7 -4.5 -2.8 
Supporting Equipment and S1ores . 632.3 684.7 720.6 35.9 S.l 
Repair ;ind Overhaul , 223.7 258.8 271.0 12.2 4.7 

Towl 2619.9 2903.3 2764.8 -138.S -4.8 
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. Outlays on defence equipm7nt and stores are for acquisition of equipment (ships, 
~trcraft, weapon systems, vehicles, etc) and provision of operating, training and 
~~frastructure support .ba~ed on the need to develop a force structure with capabil-
1t1es to. def~nd A~straha m lower level contingencies and provide a basis far future 
expansmn if reqmred. 

. Pa~ments for new capital equipment initiatives in 1987-88 have been reduced in 
lme with Govern~ent policy on restraint of outlays generally. Overall, payments 
largely reflect projects . approved for commencement in earlier years, along with 
~ecently a~nounced dec1smns to proceed with the construction of 6 new submarines 
m Australia and. to acquire 2S additional Blackhawk helicopters to complete a 
co".'pa?y group-hft capa~ility. Provisions for payments in 1987-88 on contractual 
obligatwns for the more sigmficant of these items are: 

$m 
New tactical fighter. . . . . . . . . . . , . . . SSS 
New submarine . . . . . . . . . . . . . . . . l 7S 
Australian and US built FFG guided missile frigates 161 
Seahawk helicopters . . . . . . . . . . . . . . 141 
Blackhawk utility helicopters. . . . . . . 94 
Basic trainer aircraft . . . . . . . . . . 88 
Raven HF and VHF field communications. 4S 
Harpoon missiles . . . . . . . . . 34 
Army medium trucks . . . . . . . 31 
Discon secure communication . . . 27 
Perentie light field vehicles . . . . 22 
New tactical fighter air-to-air missile 21 
Standard missile . . . . . . . 17 
Small arms . . . . . . . . . 17 
I OS mm field gun . . . . . . . 16 
Jindalee over-the-horizon radar. 16 
Navy helicopter simulator . . . l 5 
Minehunter catamarans . . . . 12 
Electronic warfare systems. . . 11 

Budget .figuri~g ~Is~ contains some $20m for a range of new projects which were 
accorded high pn?rit~ m the Defence Policy Information Paper to improve maritime 
defence, com~umcatl~ns and the technological capability of the Australian Defence 
For~e. These mclud~ introduction of a minesweeping capability, surface and sub
rnarme towed acoustic ar:a~' enhancement of over-the-horizon radar, development 
of a field trunk commumcat1ons system and automatic avionjcs test equipment for 
~he Fl 11. Details of these initiatives will be announced by the Minister for Defence 
m due course. 

Payments on par~icular items of capital e<juipment during the year may vary 
from the Budget estimate to reflect variations in progress on individual projects 
cost escalation and requirements far payment to the United States Governmen~ 
under Foreign Military Sales (FMS) arrangements. 
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Australian industry continues to participate in development of defence capabili
ties through production of equipment such as the FFG Guided Missile Frigates, 
Army trucks and light field vehicles, lOSmm field guns, the new family of small 
arms weapons, the Discon secure communications system, over-the-horizon radar, 
VHF and HF portable field radios, assembly of F / A-18 aircraft and new helicopters 
and through the new submarine project. 

Provision of $991.6m is also made for supporting equipment and stores for 
Defence Force training and exercises and for repairs and maintenance of ships, 
aircraft, vehicles, weapons and other equipment. The increased payments on these 
activities includes $9.4m resulting from the rescheduling of FMS payments from 
1986-87 the transfer of technical publications from 'l.10 Defence Other' ($6.0m), 
additio;al publications needed for the F/A-18 ($4.Sm) and an increase of $8.Sm in 
fuel supplied by the RAN to other Governments (recoveries for this item are shown 
under '1.10 Defence Other'). A further $6.3m results from increased charges by the 
munitions factories bas~d on revised Defence Munitions Manhour Rates. 

1.5 DEFENCE FACILITIES 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 

Buildings, Works. Furniture. a~d Fittings 183.9 261.6 246.3 -15.J -5.9 

Acquisition of Sites and Buildings . . 15.8 5.0 7.2 2.2 44.4 

Repairs and Maintenance 104.6 126.2 143.0 16.8 13.J 

304.2 392.7 396.4 3.7 0.9 
Total 

This item covers provision and maintenance of facilities, including working and 
single living accommodation, for the Defence Force and the Departmen,t of Defence. 
Housing, formerly included here, is now covered separately (see 1.6 Defence 

Housing'). . 
$17.3m is included for new major works proposed to commence JO 1987-~8, 

including a redevelopment for Navy of HMAS Albatross, t:i~wr~, NSW; a satel~1te 
communications facility at Geraldton, WA; upgrading of hvmg-10 accommodation 
at various Army bases in all States; a RAAF Cargo Hangar, Richmo?d, NSW; 
additional facilities for the new RAAF helicopters at Oakey and Townsv1lle, QLD; 
base facilities at East Sale, VIC; and redevelopment of HMAS Coonawarra for the 
Navy, Darwin, NT. 

Major works currently under construction (and expected 1987-88 payments) 
include the Training Facility for the Army at Swanbourne, WA ($14.0m); new 
utility helicopter facilities for RAAF Townsvi!le, QLD ($14.0m); RAAF Base 
Tindal development, NT ($54.7m); redevelopment of RAAF Williamtown for the 
F/A-18 ($4.Sm); a wharf and seamanship. school at HMAS Cerberus, VIC ($7.0m); 
and storage facilities for the Army at Guildford, WA ($7.Sm). 

Payments for repairs and maintenance of defence facilities (excluding housing) 
in 1987-88 are estimated at $143.0m, up $16.8m. The increase retlects higher costs 
and provision to reduce further a backlog of essential repairs and maintenance 

tasks. 
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1.6 DEFENCE HOUSING 

1985··86 1986-87 
Actual Actual 

Sm Sm 
Advances to the States for Service Housing 4.3 2.4 
Payments. , .... , , , •. 107,6 130.I 
Rent Recoveries 46.1Cr 48.8Cr 

Total 65.1 83.8 

1987-88 
Estimate 

Sm 
2.0 

155.J 
52.6Cr 

104.7 

Sm 
-0.4 
25.2 

-3.8 

Change 

% 
-18.2 

19.4 
-7.8 

21.0 25.0 

The Government expects to introduce legislation in the Budget session of 
Parliament to create a Defence Housing Authority to administer the Defence 
Housing stock on a commercial basis. Existing Defence housing will be transferred 
to the Authority. The Authority will, when established, charge Defence commercial 
r~nts and assume responsibility for maintenance, rental payments on leased proper
ties, and for capital payments to improve the housing stock. 

The estimates allow for a total of $75m for new and refurbished housing-$65.0 
for projects commenced in earlier years, $7.5m for new projects to improve the 
present housing stock and to commit to construction or acquisition some 377 new 
or replacement houses, and $2.0m under Commonwealth-State Housing Agreement 
arrangements for construction and improvement of housing. A further $15. Im is 
provided to maintain existing housing and $65.2m is allocated for rental payments 
to other housing authorities. Expenditure on existing housing commitments and the 
new 1987-88 housing program is expected to amount to $231m over about 3 years. 

In 1986-87, 514 houses, constructed over many years under various Common
wealth-State Housing Agreements, were returned to the States for allocation to 
applicants on their waiting lists for public housing. These houses were no longer 
required due to the acquisition of repJacement houses for the Defence Force, 

Rent recovered from Defence Force personnel under the Defence Group Rental 
Scheme are estimated at $52.6m and were last reviewed on 2 April 1987. 

The table above excludes $34.4m for Temporary Rental Allowance for some 
6000 personnel renting non-Defence housing and $21.6m for Temporary Accom
mo~ation Allowance for hotel type accommodation payable to service personnel, 
which amounts are included under '!.1 Defence Force Personnel'. The Fringe 
Benefits Tax liability of $94.2m shown under 'LIO Defence Other' includes $55.Sm 
for housing rental assistance to service personnel. 

I.7 DEFENCE INDUSTRIAL CAPACITY 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
R11nning Costs and Openuional Ex:pcndi1urcs: 17.0 18.9 36.S 17.6 93.S 
Facilities. . ........... 61.S 65.8 62.3 -3.S -S.3 
Machinery .1nd Planl 33.8 52.0 45.6 -6.5 -12.4 
Defence Production C~ts

0 

235.2 136.9 109.5 -27,4 -20.0 
Government Fac1ory Operali~n; : : : : 1.0 3.6D· 20.5 24.J 
Aerospace Technologies of Australia Ply Ltd 1.0 11.6 10.6 n.a. 
Australian Industry Assistance . 22.1 17.J 26.6 9.3 SJ.6 
Repayments. 30.7Cr 54.SCr 41.9Cr 12.6 211 

Total 340.0 233.9 270.8 36.9 15.8 
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Expenditure under this category covers the operations of the Office of Defence 
Production (responsible for Government defence factories and dockyards) and 
direct assistance to defence industry. 

As mentioned under the civilian personnel costs heading, a number of initiatives 
have been taken to increase efficiency and align personnel levels with continuing 
workload needs, resulting in wage and salary savings. The sub-function also provides 
$29.7m to meet redundancy payments to departing employees. The workforce at 
Government Aircraft Factories, VIC will be reduced prior to transfer to Aerospace 
Technologies of Australia Ply Ltd (ATA). This company has been established to 
operate the factories on a commercial basis and to remove progressively the need 
for government subsidies. The increase in running costs and operational expenditures 
is largely the result of the transfer of compensation and legal expenses ($18.7m), 
formerly included under the Government factory operations sub-function. 

In the May Statement, the Treasurer announced the Government's intention to 
sell a substantial proportion of its interests in A TA and also to sell Williamstown 
Dockyard. These items are dealt with under the heading Asset Sales. 

Outlays on defence industrial capacity also provide $39.Sm for buildings and 
works for the Defence Production establishments, including $13.3m for the moder
nisation program at Garden Island, NSW; $6m for completion of improvements at 
Williamstown Dockyard, VIC; and $2.4m for pyrotechnic facilities at the Munitions 
Filling Factory, St Mary's, NSW. In addition $19.9m is provided for repairs and 
maintenance. 

Payments for machinery and plant in 1987'88 are to be $45.6m, the largest 
project being the upgrading of small arms ammunition production at the Ammuni
tion Factory, Footscray, VIC. 

Defence Production Costs include the excess of production costs over receipts 
from customer orders for public and some private sector dockyard, munitions and 
aerospace establishments. Outlays in 1987-88 include $43.lm for aerospace public 
and private sector establishments, $46.lm for the public sector munitions group of 
establishments and $20.4m for the Government dockyards. The fall in estimated 
payments largely reflects the transfer of compensation payments to the running 
costs and operational expenditures sub-function and recoveries to be made through 
revised charging rates for the munitions factories, which are now being set on an 
individual factory basis rather than the previous average Defence Munitions Man
hour Rate. Further increases in rates are planned for 1988-89 to put all establish
ments on to a broadly commercial charging basis. 

The increase in estimated outlays under Government Factory Operations is a 
result of expenditure during 1987-88 of trust account balances built up during 
1986-87. The increased balances arise from several advance payments, including 
$6.4m from the Australian Army for Steyr rifles, and accelerated payments for 
deliveries expected early in 1987-88 ($15.0m). 

An amount of $11.6m has been provided towards establishment of ATA as a 
going concern. Additional funds may be required for this purpose during the year, 
which would be found by re-allocation within the total Defence function. 
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The Australian industry Assistance Program is designed to facilitate the devel
opment of local industry capabilities, mainly in support of approved defence 
projec'.'. Excluding amounts ·forming part of major equipment projects, payments 
are es!Jmated at $15.Jm. Current projects include the !OSmm field gun (HAMEL), 
the Barra Sonobuoy, the Small Arms Replacement Program and the Jindalee over
the-horizon radar. 

The major items in the Repayments estimate for 1987-88 are insurance, interest 
and depreciation charges associated with Trust Account operations at Williamstown 
Dockyard ($13.lm) and Garden Island Dockyard ($19.9m), and sales of surplus 
reserve stock holdings of defence materiel ($2.6m). 

1.8 DEFENCE SCIENCE AND TECHNOLOGY ESTABLISHMENTS (NET) 

The Defence Science and Technology Organisation (DSTO) provides scientific 
and techn.ical advice on matters relating to defence policy, supports the Services in 
the. sel~ct1on of defence materiel, develops selected prototype military equipment, 
assists m the transfer of technology to defence-related industries and develops its 
technology base to meet future needs. A program of technical co-operation is 
maintained with the United States, United Kingdom, Canada and New Zealand. 

The DSTO provision covers salaries and other administrative and operational 
expenses for its establishments and laboratories and $5.2m for research work 
contracted o.ut to industry and the universities. An increase of $6.6m in building 
and works IS offset by a one-off purchase in 1986-87 of $6.9m of additional 
computer equipment. In 1987-88 there will be increased emphasis on commercialis
ation of DSTO innovations and its specialised expertise, where priorities allow. 

Principal activities to be undertaken during 1987-88 include research and devel
opment work on electronic warfare measures and counter measures underwater 
detection aids for surface ships and submarines, command and con'trol systems 
over .. the-horizon radar, naval mines and countermeasures, and research on technol~ 
ogies in fields such as lasers, infra-red optics for night operations, fuzes, combat 
systems and new materials to extend the operational life of defence equipment. 

1.9 DEFENCE CO-OPERATION PROGRAM 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % Papua New Guinea 19.1 22.9 23.1 0.2 0.8 Soulh Pacific 8.0 13.1 15.9 2.7 20.8 ASEAN 22.3 l7.9 18.7 0.8 4.2 Other Rcgfonil Activities 0.5 0.4 0.3 -0.2 -43.S Training Equipment and· Faciliti~s 0.3 0.2 0.4 0.2 81.4 
Total 50.1 54.6 58.3 3.7 6.7 

Australia supports Defence Co.operation activities with regiona] countries as 
~art of its bilateral re~ationships with governments which share similar strategic 
mteres~. The program IS seen as reinforcing Australia's long-term security prospects 
by helpmg to strengthen the strategic integrity of neighbouring regions through a 
range of bilateral international defence activities. 

93 



Papua New Guinea (PNG) is allocated $23.J m for Australian Defence Force 
(ADF) personnel on loan to the PNG Defence Force (PNGDF), specialist person
nel assisting the PNGDF and other PNG Government agencies, as well as training, 
equipment based projects (including the Pacific Patrol Boat) and combined exercises. 

South Pacific countries will receive $15.9m for assistance to support national 
efforts to develop defence capabilities relevant to the maintenance of national 
sovereignty. Activities include equipment based projects (such as the Pacific Patrol 
Boat), training, and the provision of specialist ADF advisory personnel. Defence 
Co-operation activities with Fiji were suspended following the coup in May 1987. 

The Pacific Patrol Boat project involves the provision of multi-purpose patrol 
craft to PNG and a number of South Pacific countries, to assist in the development 
of their Exclusive Economic Zone surveillance capabilities and to conduct search 
and rescue operations. The first two boats have been handed over to PNG and 
Vanuatu and present planning is for the delivery of a further three boats to PNG, 
and boats to Western Samoa, the Solomon Islands and the Cook Islands. 

An allocation of $18.?m has been made for training, professional exchanges, 
consultancy assistance, together with combined exercises and equipment based 
projects in ASEAN countries. 

1.10 DEFENCE OTHER 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm .. 
Fringe BenefilS Tax S4.9 94.2 39.3 11.5 
Other General Admini~tralio~ 506,7 554.2 618.9 64.7 11.7 
Natural Disasters and Civil Dcf~nc~ . . . 6.6 6.5 6.9 0.4 6,6 
Recoveries and Repayments , . . . . 
Provision for Conlingent Salary and related 

130.BCr 130.SCr 149.0Cr -18.S -14.l 

increases 25.0 25.0 na 

To1a1· . 382.S 485.1 596.0 110.9 22.9 

The provision of $94.2m for Fringe Benefits Tax payments relates principally to 
tax liabilities for health and dental, housing and other accommodation benefits 
provided to Defence Force personnel. This compares with the part-year figure of 
$54.9m in 1986-87. 

Other general administration comprises. rent, movement expenses (including 
storage and transport services provided for the Department of Defence by the 
Department of Administrative Services), office requisites, postage and telephones, 
fuel (but not fuel for servico operational activities), light, power and water, freight, 
compensation payments, training at other than Defence establishments, medical and 
dental services and computer services. Increases relate largely to price variations, 
but also include $12m resulting from the introduction of full cost recovery for car 
hire, transport, storage, survey and guarding services provided by the Department 
of Administrative Services, an additional $6m in expenses associated with equipment 
procurement, and an increase of S4m in consultants' fees for major facilities projects 
and to assist in the sale of assets. 

The Natural Disasters Organisation co-ordinates Commonwealth assistance in 
response to disasters such as bushfires, flooding and storm damage in the States, 
Territories and overseas countries in the South-West Pacific, as well as providing 
assistance in counter-disaster preparedness. 
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R;•coveries and repayments include charges, made for meals and accommodation 
provided at Defence est~blishments ($35.Bm), Defence Co-operation recoveries 
($22.6m), proceeds from disposals of obsolete defence equipment and stores ($!6 3m) 
and defence-related recoveries from other governments ($31.8m). Receipts from 
sale ~f Defence land and buildings are shown under the Administrative Services 
function; those sal~ proce~ds are not attributed to Defence outlays. 

The. budget estimates mclude a provision of $25m to meet contingent salary and 
related mcre.ases other than second-tier increases which are dealt with in the general 
Budge~ contingency ~llowance. This allowance, like the general contingency allow
ance, is. n~t appropriated as a specific amount at budget time; instead, additional 
approprta!Jons as necessary are effected during the course of the financial year. 
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2. EDUCATION 
Total direct Commonwealth outlays on education are estimated to be $5685.2m 

in 1987-88 an increase of 9.0% on actual 1986-87 outlays. The following table 
summarises' the Commonwealth's outlays on education over the period 1985-86 to 
1987-88. 

SUMMARY OF EDUCATION OUTLAYS 

2.1 Terliny •••• • 
2.2 &:hoots •nd Pre.schools • • 
2.3 Studenl Assistante Schemes • 
2.4 Special Groups , • , • • 
2.5 ~neral Administration etc. • 
2.6 R«o,erlts nee 

TOTAL • 

1985-86 1986-87 1987-88 
Actual Actual Estimate 

Sm 
2514.3 
1767.1 

421.8 
157.7 
57.6 
3.8Cr 

Sm 
2655.9 
1828.6 

497.8 
170.S 
67.4 
4.5Cr 

Sm 
2823.9 
J 980.0 

612.5 
194.5 
78.2 
3.9Cr 

4 914.7 5 215.7 5 685.2 

Change 

Sm % 
168.0 6.3 
151.3 8.3 
114.8 23.1 
24.0 14.1 
10.9 16.t 
0.5 11~8 

469.6 9.0 

Approximately 80% of the Commonwealth's payments on, education are in the 
form of grants to the States. Further details are provided in Chapters IV and V of 
Budget Paper No. 4, Commonwealth Financial Relations wilh other Levels of 
Government, 1987-88. 

Assistance for education is also given through income tax deductions for some 
gifts to educational institutions. The cost of revenue so forgone is not included in 
the figures shown above. 

The components of the Commonwealth's outlays on Education are illustrated in 
the following chart. 

CHART 1. COMPONENTS OF EDUCATION OUTLAYS 1987-88 
!EXCLUDING OVERSEAS STUDENTS) 

TAfE--6.2'1; 

Klltthed11rea--Tertiary 
Strlpeo.i:ree--StudentAsslstance 
lklsl'laded' area -- SchooJs 

NON-GOVT SCH00L.S--17.4X 
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A number of changes affecting the Education function were announced in the 
May Statement, including: 

• a reduction of $43.5m in recurrent grants for tertiary education institutions 
reflecting increased efficiency similar to the efficiency dividend applying in the 
Australian Public Service; 

• a rationalisation of rates and eligibility conditions for student allowances, 
involving the equality of secondary and tertiary allowances for students of the 
same age, and' alignment of reJevant student assistance rates and. singJe unem
ployment benefit rates; and 

• an increase in the level of the Overseas Students Charge from 45% to 55% of 
full average cost to the Commonwealth. The increased receipts will be offset 
by a reduction in the contribution from the global aid vote towards the 
education of subsidised students. 

Further changes between 1986-87 and 1987-88 include; 

• funding for an additional 3 500-4 000 places for young school leavers in higher 
education (universities and colleges of advanced education); 

• discontinuation of the Participation and Equity Program and the Basic Learn
ing in Primary Schools Program from the end of 1987; 

• further measures to rationalise student assistance, particularly for Aboriginals. 

The changes in each financial year for the components of the function over the 
period 1983·84 to 1987-88 are displayed in the following chart. 

CHART 2. CHANGE OVER PREVIOUS FINANCIAL YEAR 

PERCENT 

" 22 

20 

" 
" ' 
14 ' ' 12 

10 -
1983-134 1984-135 1985-86 1986-87 1987-88 
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As this illustrates, the main feature has been the continued substantial increase 
in payments on student assistance schemes as a result both of reforms to the various 
schemes and increases in take up levels. Factors contributing to the growth in take 
up levels have been the increase in final year school retention rates and demographic 
trends, which are also reflected in the rise in enrolments in tertiary education 
institutions. In more detail: 

• outlays on tertiary education have increased by an average 0.7% in real terms 
each financial year since 1983-84, driven mainly by an average annual increase 
in higher education student load of 2.9% and an enrolment growth factor for 
technical and further education (TAFE) of 4%. In 1987, outlays for tertiary 
education have been partly offset by the Higher Education Administration 
Charge, which will be indexed in 1988; 

• schools outlays have grown by an average 0.2% in real terms in each financial 
year since 1983-84, reflecting continuing increases in general recurrent (per 
capita) schools funding, offset by reductions in 1986-87 and 1987'88 to schools 
capital and specific purpose programs. Considered separately, between 1983 
and 1987 general recurrent (per capita) schools funding increased by 22% in 
real terms while student numbers decreased by 0.3%; 

• student assistance outlays and outlays on assistance to special groups have 
grown by an average 7.5% in real terms in each financial year over the period. 
The increase in outlays has been a result of increased allowance levels and 
student take up levels. Over the period the numbers of students assisted has 
grown by 31.7% for tertiary schemes, 70.5% for secondary schemes and 75% 
for Aboriginal assistance. 

98 

2.1 TERTIARY EDUCATION 

Univcrsities-
Grants to the States , . , . , 
Australian National University . . 
Cost Supplementation of Grants (a} 

Sub-tolal ...•.• 

Advanced Education-

1985-86 
Actual 

Sm 

1227.0 
148;4 

1375.4 

1986-87 
Actual 

Sm 

1212.1 
154.6 

1426.7 

1987-88 
~ti mate 

Sm 

1323.9 
159.9 
63.5 

1 547.3 

Grants to the States . , 958.8 871.5 916.3 
Commonwealth Institutions , . , 39.1 36.6 37.5 
Cost Supplementation of Grants (a) 36.2 
Other Advanced Education . . . 27.7 11.6 19.9 

Sub-total . . . . . . . . . I 061.7 919.8 973.7 

Technical and Further Educalion
Grants to the States . , . . . 
Cost Supplementation of Grants (a) 
Further Education in the ACT , , . 
Other Technical and Further Education 

Sub-total ... , . , ... , 

Tertiary Education Commission . , . 
Overseas Students Charge , . . . . 
Contribuiion for Studenis from Developing 

Countrics(b) .... , , , , . 
Contribution from States for Superannuation 

Costs of Higher Education . . . . . 
ARC Research Centres . , . . . , , 

Total 

309.2 

43.2 
1.4 

353.8 

6.1 
42.7Cr 

98.0Cr 

2514.3 

334.1 

46.1 
3.8 

383.9 

6.3 
49.2Cr 

85.6Cr 

2655.9 

(a) Distribution of cost supplementation between sectors is notional. 
(b) Sec corresponding outlays item in SC Fordgn Affairs and Overseas Aid. 

306.8 
8.7 

47.2 
0.4 

363.t 

6.5 
63.1Cr 

82.8Cr 

ll.OCr 
2.9 

2823.9 

Change 

Sm % 

51.9 4.1 
5.3 3.4 

63.5 na 

120.6 8.S 

42.5 4.6 
1.5 4.1 

36.2 na 
7.8 39.1 

88.0 9.0 

-27.3 
8.7 
1.1 

-3A 

-20.9 

0.2 
-14.5 

2.7 

-11.0 
2.9 

168.0 

-8.2 

"' 2.4 
-89.0 

-5.4 

2.9 
29.5 

-3.2 

"' "' 
6.3 

The Commonwealth has the major funding responsibility for higher educa
tion-universities, colleges of advanced education (CAEs) and institutes of tertiary 
education (ITEs)-and provides about one quarter of the funds for the State TAFE 
systems. 

The GovernmenCs programs have a calendar year, rather than a financial year 
basis and decisions taken in the budget context on programs for future calendar 
years are announced in constant prices. Budget estimates comprise components of 
the relevant c~lendar year programs-the 1987-88 estimates include the July. 
December portion of 1987 grants and the January.June portion of 1988 grants. 
Approved grants are supplemented retrospectively for all cost increases up to the 
beginning of a program year and for further wage and salary increases during the 
program year. An amount of $100.lm for cost supplementation of grants to the 
States beyond the amounts authorised in the States Grants (Tertiary Education 
Assistance) Act has been included in the 1987-88 Budget and has been notionally 
distributed between the sectors. The estimates also include a notional even distri· 
bution of inter-sectoral grants for higher education. In summary, the changes from 
1986-87 to 1987-88 are as follows: 
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• HIGHER EDUCATION-a net increase of $200.5m or 8.4%, refiecting sav
ings of $12.0m announced in the May Statement, an additional $20.3m to 
fund 3 500-4 000 new student places, including capital and equipment, and 
ftow-0n effects of increases in intakes in previous years, and .$1 lm contribution 
from five States for the costs of superannuation under State emerging cost 
schemes. 

• TAFE-a decrease of $20.9m or 5.4% mainly reflecting the reduction of 
$3 I.Sm announced in the May Statement. (This decrease has been offset by 
increases in funds for various labour market training programs-see 7C Labour 
and Employment). 

Because payments are not spread evenly throughout the year, the calendar year 
programs cannot be readily related to the financial year estimates. Details of tertiary 
education outlays are given in the following table in estimated December 1986 
prices. 

Tertiary Education Programs-Calendar Year Basis 
1986 1987 1988 

Sm Sm Sm 
Universities, CAEs and ITEs-

Recurrc:nl . 2231.3 2204.4 2231.3 
Equipment . 122.2 123.6 126.6 
Capital 81.8 86.3 97.5 

Toia\ 2443.9 2414.3 2455.4 

TAFE-
Recurrent 
-General .... 99.7 !03.7 100.0 
-Designated Purpose . . 41.9 41.9 6.2 
Parlicipa1ion and Equi1y Program 19.8 19.8 
Equipment . 20,5 l~g:~} 170.9 Capital 146.0 

Total 327.9 335.6 277.1 

Evaluations and Investigations 0.9 0.9 0.9 
ARC Research Centres . . . 5.0 
Non-government business colleges 5.7 5.1 5.1 

Total 2 778.4 2756.5 2744.1 

Universities, CAEs and ITEs 

The Government has decided not to proceed with a new triennium funding 
arrangement from 1988, but to set funding levels for 1988 only, pending more 
detailed consideration of future funding directions, taking account of, inter alia, the 
Commonwealth Tertiary Education Commission's (CTEC) 1986 report, Review of 
Efficiency and Effectiveness in Higher Education. 

The Government has approved an additional intake of 5 800 young school 
leavers in 1988. Additional funding will be provided for 3 500-4 000 of these places, 
with the balance to be found by adjustment of intakes in favour of young school 
leavers. The total increase in places between 1983 and 1988 (including flow-on 
effects of previous intake increases) will be around 54 200, of which 38 700 are 
funded by CTEC. 
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Additional funding for the 3 500-4 000 new places will involve recurrent outlays 
of around $13.6m, and $6.7m for equipment and capital outlays in 1987-88. 

The table below shows student load funded by CTEC over the past five years 
and estimates for 1988: 

Student Load in Universities and Advanced Education, 1983 to 1988 (a) 

Advanced 
Universities Education 

'000 '000 
1983 . 131.6 124.9 1984 • 134.4 129.4 
1985 . 136.4 135.1 
1986 . 
1987(h) : 

140.2 141.7 
14.l4 145.6 

1988(<). 147.8 147.3 

~:: ~:!ir~::r:s 'equivalent full-time student units' as defined by the CTEC. 

(c) Projected. 

Source: CTEC. 

Total 

'ooo 
256.5 
263.8 
271.5 
281.9 
289.0 
295.1 

Change on 
previous 

year 

% 
2.9 
2.9 
2.9 
3.8 
2.6 
2.1 

The reduction in calendar year funding since 1987 reflects the introduction of 
the Higher Education Administration Charge. Funding for institutions was reduced 
by 90% of the estimated receipts from the Charge allowing institutions to retain the 
additional 10% revenue for their own purposes. Under the legislated indexation 
arrangements, the Charge will increase from $250 to $263 in 1988. Following a 
review of the effects of the Charge, the Government has agreed to extend exemp
tions to certain low income students, including part~time students in families 
receiving the Family Allowance Supplement. Total receipts from the Charge in 
1987 were $105.4m and are estimated to be $111.lm in 1988. 

A new Australian Research Council (ARC) is to be established within the 
Employment, Education and Training portfolio (see SD General and Scientific 
Research nee). An amount of $5.0m in 1988 has been transferred from general 
recurrent funding for universities to fund new Special Research Centres and Key 
Centres of Teaching and Research, and research programs in technological institu
tions on the advice of the new ARC, in consultation with CTEC. 

From 1988, relevant States will be required to contribute to the cost of higher 
education superannuation payments under State emerging cost schemes. The Com
monwealth will share superannuation costs with the States in a way which recognises 
the respective responsibilities of the Commonwealth and State governments that 
prevailed when the liability was incurred. The Commonwealth will: 

• share with the States costs accrued prior to 1974, when the Commonwealth 
took over full funding responsibility for higher education; 

• meet all costs accrued between 1974 and 1981 inclusive; and 
• meet costs accrued after 1981, when the Superannuation Scheme for Austra

lian Univernities was introduced, to a limit of 14% of annual higher education 
salaries. 

The contribution, which involves five States, is estimated at $11.0m in 1987-88 
and $23.0m in 1988-89. 

101 



Other Advanced Education 

The Australian Film, Television and Radio School provides advanced education 
and specialist training for students and creative workers in the film, radio and 
television industry. The Budget provides $7.9m for the operational expenses of the 
School and $15.lm to meet construction and fitout costs for the School's permanent 
building in the grounds of Macquarie University in Sydney. The building is due to 
be completed this year (estimated total cost of construction is $18.7m). 

The National Institute of Dramatic Art (NIDA) provides practical training in 
the professions of live theatre, television, film and radio with courses in acting, 
directing, stage management and design. The Budget provides $2.2m for NIDA 's 
operating expenses. 

TAFE 

Commonwealth funding for TAFE in the States will decrease by $18.6m in 
1987-88, mainly reflecting the $30m reduction in the Fees Reimbursement Grant 
announced in the May Statement. The reduction principally reflects the capacity of 
TAFE institutions to raise revenue by means such as charging full cost fees for 
Stream 6 (hobby) and other special courses. However, Commonwealth funding for 
employment training programs, including funds to TAFE for training courses, has 
simultaneously been substantially increased (see 7C Labour and Employment). 

Current TAFE programs are to be restructured from 1988 to target Common
wealth grants better to priority national objectives. Full details of the new arrange
ments may be found in Budget Related Paper No. 9, Skills Formation in Australia. 

Further Education in the Australian Capital Territory (ACT) 

Funds are provided by the Commonwealth through the ACT Budget for the 
running of further education in the ACT. In the recent Administrative Arrange
ments Order, the Government altered the administrative structure of ACT further 
education, with responsibility for ACT further education transferring from the 
former Department of Education to the ACT Administration within the Depart
ment of the Arts, Sport, the Environment, Tourism and Territories. In addition, the 
Government has decided to consolidate the existing ACT further education institu
tions by the creation in 1988 of the ACT Institute of Arts (to be formed from the 
Canberra School of Music and the Canberra School of Art) and the ACT Institute 
of TAFE (to be formed from Canberra, Woden and Bruce TAFE Colleges). 

The estimates for ACT further education were reduced by $1.Sm in 1987-88 
and $2.5m in 1988-89 in the May Statement. These reductions reflected, amongst 
other things, the capacity of colleges to charge full cost recovery fees for Stream 6 
(hobby) courses, and changes to encourage entrepreneurial activity by the colleges, 
such as funding of courses by industry. 

The 1987-88 estimates provide $47.lm in total for the institutions including 
$42.9m for recurrent and $4.2m for capital outlays compared with $41.7m and 
$4.4m respectively in 1986-87. Construction will commence in 1987-88 on a new 
School of Plumbing and Sheetmetal Workshop (total $4.5m), and extensions to the 
School of Hospitality (total $7.7m). 
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Commonwealth Tertiary Education Commission 

Administrative outlays of the Commission are expected to total $6.Sm. 

Overseas Students Charge 
Overseas students attending Australian educational institutions are required to 

contribute to the costs of their tuition through the Overseas Students Charge (OSC). 
This charge is in addition to the Higher Education Administration Charge for those 
in higher education institutions. 

For overseas students commencing study in higher education and TAFE insti· 
tutions, the total charge will be increased in 1988 to 55% of full average cost to the 
Commonwealth. The OSC for continuing students in higher education and TAFE 
courses will remain at the 1987 recovery rates (45% or 32% of the full average cost 
to the Commonwealth depending on the year in which tertiary studies were 
commenced). The OSC for secondary stl!dents will increase to $328 per annum in 
line with movements in the CPI, and will be indexed thereafter. The proposed 
charges are shown in the following table. 

Overseas Students Charge 

1987 1988 

Students 
Existing Commencing Existing Existing Commencing 

Students Students Students Students Students Studying in (a) (b) (a) (b) (<) 

Universities and CAEs 
Spa Spa Spa Spa Spa 

High Cost Courses 3850 5506 4193{d) 5136{d) 6890{d) Lower Cost Courses : 3056 4666 3400(d) 4896(d) 6050(d) 
TAFEs 530 740 593 833 I 018 Secondary Sch~]~ : 300 300 328 328 328 

(a) Higher education students who were studying in approved courses prior to 1986 or TAFE students 
Mudying prior to 1987. 

(b) Higher education students who commenced study in Australia aCtcr I January 1986 or TAFE students 
who commenced study after 1 January 1987, but before 1988. 

(c) Higher education and TAFE studcnlS who commenced study in Australia after l January 1988. 
(d) Overseas students in higher education arc, like all other students, also liable for the Higher Education 

Administration Charge. The OSC shown for these students has been reduced by the amount of the 
Charge {$250 in 1987, $263 in 1988). 

The Government is to continue to pay the charges for subsidised private students 
from Papua New Guinea and South Pacific island countries, for some students from 
China and for students sponsored by the Australian International Development 
Assistance Bureau (AIDAB), at a total cost of about $8.8m in 1987-88. These funds 
are to be appropriated through AIDAB and form part of Australia's overseas aid 
program. Further funds continue to be appropriated through AIDAB to reflect the 
fact that charges paid by overseas students (or on their behalf) do not cover full 
costs-see explanation below under 'Contribution towards the Education of Stu
dents from Developing Countries'. As a result of the increased receipts from the 
OSC, there will be a corresponding reduction in the contribution paid through the 
aid vote for the education in Australia of students from developing countries. 

An annual intake quota limits the total number of subsidised overseas students 
in all categories permitted to study in Australia. In 1988 the entry quota for new 
subsidised overseas student places will be 3 500. 
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In 1988, there will be approximately 3400 subsidised places for overseas second
ary students and 13 300 subsidised places for overseas tertiary students, including 
800 TAFE students. Excluding those students whose liability is met from Australia's 
aid program (some 1000 sponsored students and some 1700 subsidised students from 
Papua New Guinea, China and South Pacific island countries), the estimated 
number of students liable for the OSC in 1987-88 will be approximately 14 500. 

The receipts are estimated at $63.7m in 1987-88 (tertiary students) and $1.lm 
(secondary students). The total of $64.Sm is an increase of $!Sm over the 1986-87 
level. 

Institutions may also offer full fee courses for overseas students outside the 
quota arrangements. Revenue retention arrangements have been designed to en
courage institutions to increase this 'export business' while providing some return in 
future years on the Commonwealth's capital investment. 

Contribution towards the Education of Students from Developing Countries 

The OSC paid by, or on behalf of, overseas students in Australian institutions is 
estimated to cover between 32% and 55% of the Commonwealth contribution 
towards the cost of providing places for those students. For students from devel· 
oping countries, the balance of the cost to the Commonwealth is identified as a 
contribution to the education budget by AIDAB. Some 95% of overseas students 
are from developing countries, which in general derive substantial economic and 
other benefits from the education of their citizens in Australia. 

AIDAB payments to the education budget in 1987-88 are estimated at $82.Sm 
for tertiary students and $2.3m for secondary students, a fall of $2.8m primarily as 
a result of the increased direct revenue from increases in the OSC for these students. 
See also 8C.J Bilateral Aid and Budget Related Paper No. 4, Australia's Overseas 
Aid Program 1987·88. 
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2.2 SCHOOLS AND PRE SCHOOLS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Schools in the States-

Government 690.1 702.6 736.0 33.3 4.7 
Non-Govemmcn! 817.9 874.3 924.9 50.6 5.8 
Joint Programs • : • . . . 45.5 40.2 35.6 -4.6 -11.5 
Cost Supplementation of Grants 54.4 54.4 

Sub-total 1553.5 1617.2 I 750.9 133.7 8.3 

Pre-schools in the States 16.5 

Schools and Pre.schools in the ACT -
Government 149.9 162.1 177.0 14.8 9.2 
Non-Government 34.2 36.9 39.9 3.0 8.0 
Other 1.8 0.7 0.7 3.3 
Cost suPpl~m~nl~tio~ df cira~ts 0.9 0.9 n.a. 
School Transport 5.3 6.2 6.8 0.6 IO.O 

Sub-total 191.2 205.9 225.2 19.3 9.4 

Schools Commission 8.7 8.5 7.3 -1.2 -14.3 
Overseas Student CharSc (se~o~dacy) . , . 0.6Cr I.I Cr -0.5 -81.8 
Contribution for Students from Developing 

Countries (a). , .. , , , , . , , 2.9Cr 2.4Cr 2.3Cr 1.8 

Total. 1767.1 I 828.6 1980.0 151.3 8.3 

(a) Sec corresponding expenditure item under in BC Foreign Affairs and Overseas Aid and, explanation under 
'Contribution towards the Education of Students from Developing Countries' 

Schools in the States 
The Commonwealth provides grants for recurrent and capital purposes to the 

States for both government and non-government schools. Commonwealth assistance 
is also provided to both government and non-government schools under joint 
programs such as projects for children in country areas. 

Like the Commonwealth's Tertiary Education program, the Schools program is 
based on calendar years and is adjusted for cost increases. The 1987-88 financial 
year estimate therefore consists of parts of the respective calendar year programs 
and includes an allowance of $55.3m for estimated cost supplementation which has 
been notionally allocated over the program. 

Commonwealth grants represent about 11 % of spending on government schools 
(the balance being met by State governments) and about 36% of spending on non· 
government schools. Of the total cost of running non-government schools about 
18% is met by other governments and the remaining 46%. from private sources. 

Details of the Commonwealth's 1987 and 1988 calendar year programs for 
schools are shown below (these figures include funding for ACT schools under 
national programs which are discussed further under headings below). 
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Commonwealth Schools Programs for Calendar 1987 and 1988 

Government 
Recurrent (b) 
Capital . , . , 

Non°Governmenl (b) 
Recurrent 
Capital . 

Joint Programs .••... 
Participalion and Equity Program 

Total 

1988 (a) 
1987 (a) (estimated) 

Sm Sm 

532.6 
161.6 

854.t 
58.5 
32.4 
26.0 

1665.2 

560.1 
161.6 

891.3 
58.S 
32.1 

1703.7 

Real Change 
1988 on 1987 

Sm % 

27.5 5.2 

37.3 4.4 

-0.3 -I.I 
-26.0 - 100.0 

38.S 2.3 

(a) Estimated December 1986 prices. 
(b) Based on 1987 and 1988 enrolment projections rcspectivcfy. Final payments arc dependent on actual 

enrolments for 1987 and 1988, the distribution of increased cnrolmcnls among the funding categories, and 
the outcome of appeals by schools against their funding categories. 

The estimates for 1987-88 and calendar year 1988 reflect real growth in general 
recurrent (per capita) grants, offset by reductions mainly in the level of funding 
for certain specific purpose programs. 

General recurrent (per capita) grants for both government and non-government 
schools will continue to rise in 1987-88 and in the 1988 calendar year, in line with 
the annual increase in per student grants payable to the States and non-government 
authorities under the States Grants (Schools Assistance) Act 1984 and under 
Resource Agreements with the States and non-government authorities. The real per 
capita increases in 1988 will be some 4 per cent in most cases for government and 
non-government primary schools, about 3 per cent for non-government secondary 
schools, and about 11 per cent for government secondary schools. 

In 1987-88 general recurrent grants (per capita) to the States will rise by $50.7m 
for government schools and by $76.7m for non-government schools. This reflects 
the continuing trend of declining government school enrolments, increasing non
government school enrolments (see Table below) and the higher per capita pay
ments for non-government schools. 

While general recurrent grants wiU increase in real terms, payments under 
specific purpose grants are estimated to decline. This reflects the Government's 
decision not to renew the Basic Leaming in Primary Schools Program and the 
Participation and Equity Program when they terminate at the end of 1987, with 
estimated reductions in outlays of $18.0m in 1987-88 and $35.0m in a full year. 

In line with Government policy to make Government bodies more financially 
self-supporting, the Curriculum Development Centre wiU be required to increase its 
revenue by $0.2m in 1987-88 (and by $0.Sm in each of 1988-89 and 1989-90), by 
pursuing a more aggressive marketing policy. These revenue targets will be accom
panied by commensurate reductions in the Centre's annual outlays. 
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The allocation to the Curriculum Development Centre in 1987-88 includes 
$0.3m (rising to $0.7m in 1988-89) for the establishment of an Education of Girls 
in Maths and Science Curriculum Development Project. The funding arrangements 
for the Project require a complementary funding commitment by the school systems 
or organisations. The objective of this proposal is to increase the number of girls 
taking mathematics and science subjects at the senior ·secondary level. 

The 1987-88 estimates reflect administrative savings of $0.6m in 1987-88 ($1.2m 
in a full year) to be achieved by streamlining the operations of the Commonwealth 
Schools Commission by absorbing certain functions into the Department of Em
ployment, Education and Training. This measure was announced in the May 
Statement. 

As part of the Government's National Language Policy, the Government has 
extended the period for intensive English instruction under the New Arrivals 
element of the English as a Second Language Program at an estimated cost of 
$5.3m in 1987-88. 

The following tables show recent trends in school enrolments and retention 
rates: 

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

Change on 
Previous 

Primary Secondary Tola! Year 
'000 '000 '000 % 

Government 
1984 • 1358.9 901.6 2260.6 -0.9 
1985. I 317.9 913.0 2230.8 -1.3 
1986. 1297.1 9!0.7 2207.8 -1.0 
1987 (a) 1281.0 910.0 2191.0 -0.8 

Non-Government 
1984. 403.0 354.2 757.2 3.0 
1985. 406.5 368.9 775.3 2.4 
1986 . 411.1 382.5 793.6 2.4 
1987 (a) 416.8 397.8 814.6 2.6 

All Schools 
1984. I 761.9 I 255.8 3017.7 0.1 
1985 . 1724.3 1281.8 3006.2 -0.4 
1986 . 1708.8 1 l93.2 3001.4 -0.2 
1981 (a) I 697.8 I 307.8 JOOS.7 0.1 

(a} projected 
Source: Department of Employment, Education and Training 

Student Retention Rates to Final Year of Secondary School (a) 

Male Female Total 
% % % 

1983 37.S 43.9 40.6 
1984 42.1 48.0 45.0 
1985 43.5 49.5 46.4 
1986 45.6 52.1 48.7 

(a} The ratio of final year students in any one year to the number in the cohort with which they commenced 
secondary school. 

Source: Department of Employment, Education and Training 
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SCHOOLS AND PRE-SCHOOLS IN THE ACT 

Government Schools and Pre-schools In the ACT 

Government schools and pre.schools in the ACT are funded through the ACT 
Schools Authority (responsible for administration of the schools and pre-schools, 
including the conduct of certain Commonwealth schools programs), the ACT 
Administration (responsible for cleaning, repairs, building works and maintenance) 
and the National Capital Development Commission (responsible for capital works). 
Between these three authorities an estimated $177.0m will be spent in 1987-88 
compared with $162.1 rn in 1986-87, an increase of 9%. This includes an increase of 
3% in recurrent outlays. 

Outlays on construction of now schools in 1987-88 are estimated to be $28.0m, 
an increase of $10.2m on 1986-87, reflecting mainly progress with construction of 
Calwell High School and Tuggeranong College, commenced in 1986-87. In addition, 
in 1987-88 work will commence on new primary schools at Florey ($4.45m) and 
CalweJI ($4.87m), and extensions to Cranleigh Special School ($1.0m). 

Full-time Student Enrolments in ACT (as at third week of July of each year) 

1984. 
1985. 
1986. 
1987. 
1988 (c) 

(a) includes special schools 
(6} totals may not add dUC'lO rounding 
(c) projections 
Source: ACT Schools Authority 

Primary 
(a) 

·ooo 
22.S 
22.3 
22.1 
22.2 
22.4 

Non-Government Schools in the ACT 

Secondary 
(a) 

·ooo 
17.2 
17.5 
17.6 
18.l 
17.9 

Total Change on 
(a) (b) previous year 

·ooo % 

39.7 -0.3 
39.8 0.3 
39.8 o.o 
40.4 1.5 
40.3 -0.5 

The Commonwealth, through the Department of Employment, Education and 
Training and the ACT Administration, provides recurrent funds under a number of 
non-government school schemes in the ACT, the most significant of which are 
recurrent per capita grants. These grants are provided on a similar basis to those 
paid by the Commonwealth and by the States to schools in the States and are 
estimated at $35.7m in 1987-88 compared with $32.8m in 1986-87. 

Capital grants are provided to non-government schools in the ACT under 
arrangements similar to those applying nationally under the Commonwealth's schools 
capital grants program. Capital assistance in 1987-88 is estimated at $1.34m com
pared with $l.3m in 1986-87. To further assist the schools building programs of 
non-government schools in the ACT, eligible projects may receive financial assist
ance under tho ACT Administration's Interest Subsidy Scheme, which provides for 
an interest subsidy of up to 10%, depending on the interest payable on the loan. 
Outlays under this program are estimated at $l.9m in 1987-88 compared with 
$1.35m in 1986-87. 

$18 410 has also been provided in 1987'88 as part of a one-off $9:1m (in 1987 
prices) capital grant to fund the construction of a new Catholic high school for 
years 7 to 10 in Tuggeranong. The Government has agreed to fund, over 10 years, 
'both the capital and interest costs associated with the school's construction. 
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Enrolments in ACT Non-Government Schools (as at first week of July of each 
year) 

Change on 
Primary Secondary To1al previous year 

'000 '000 '000 % 
1984. 10.3 8.8 19.0 3.6 
1985. 10.5 9.3 19.8 4.0 
1986. I0.4 9.8 20.2 2.0 
1987 (•) 10.4 I0.2 20.6 2.0 

(a)· projected 
Source: Department of Employment, Education and Training 

School Transport in the ACT 
In line with State Government practices, the ACT Administration subsidises 

transport costs for school children travelling to and from schools in the ACT. This 
subsidy is estimated to cost $6.8m in 1987-88, of which about 65% is expected to 
be directed to services for non-government schools. The allocation includes provision 
for the full-year effect of new services introduced for the 1987 school year and 
represents an increase of about 10% over 1986-87 outlays. 

2.3 STUDENT ASSISTANCE 

Details of estimated outlays on student assistance, including for special groups 
(see further below), are shown in the following summary table. 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm !ni Sm !m % 
2.3 Student Assistance Schemes-

Tertiary cducalion assistance 298.2 357.4 403.7 46.3 13.0 
Postgraduate awards . 20.0 21.7 22.5 0.9 4.0 
Olhcrtcrtiary ... 0.3 0.3 0.7 0.4 121.l 

Total Tertiary 318.5 379.4 426.9 47.S 12.5 

Adult secondary allowances , 9.2 11.3 14.4 3.1 27.9 
Secondary allowances, . 94.1 107.1 171.2 64.1 59.9 

Total Secondary I03.3 118.4 185.6 67.2 56.8 

Total Student Assistance Schemes. 421.8 497.8 612.S 114.8 23.1 

2.4 Assistance Provided under Programs for 
Special Groups-
Aboriginals 

Secondary assistance 32.2 32.9 32.5 -0.5 -1.S 
Study assistance. 32.1 39.2 47.S 8.4 21.3 
Other ..... 16.3 16.6 17.2 0.6 3.4 

Migrants, 49.4 53.1 62.3 9.2 17.3 
Veterans' chiidr~n: 3.8 4.6 5.9 1.3 27.8 
Isolated children 23.9 24.0 29.1 5.1 21.2 

Total Special Groups . 157.7 170.S 194.S 24.0 14.l 

Total Assistance for Students 579.5 ~8.2 807.0 138.8 20.8 
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In 1987, AUSTUDY replaced the Tertiary Education Assistance Scheme, Adult 
Secondary Education Assistance Scheme and the Secondary Allowances Scheme, as 
the main scheme for community-wide student assistance. Outlays on the scheme are 
estimated to increase by $113.5m to $589.3m in 1987-88 (23.9%) due to increases 
in recipient numbers and in the rates of allowance. AUSTUDY is an integral part 
of the Government's decision to rationalise education allowance schemes and to 
introduce an age-related common allowance structure to reinforce the Government's 
training and education policies. By 1988, the common allowance structure will 
provide equality of basic benefits between secondary and tertiary students of the 
same age, and between the relevant student assistance rates and single unemploy
ment benefit rates up to age 21. 

Subject to eligibility criteria, AUSTUDY provides support for: 
• secondary students 16 years of age and older; 
• adults studying full-time in secondary courses; 
• full-time students 16 years of age and older undertaking TAFE courses; 
• students 16 years of age and older engaged in full-time undergraduate courses; 
• some postgraduate students at universities and CAEs other than higher degree 

students, who are eligible for Postgraduate Awards. 
The estimated number of students receiving AUSTUDY and Postgraduate 

Awards are shown in the following table: 

Student Assistance Schemes: Estimated Numbers of Recipients 

Scheme 

AUSTUDY 
Tertiary. 
Secondary . . 
Adult Secondary 

Total .. 
Postgraduate awards 

Estimated Number of 
Students 

1987 1988 

124400 
99200 
4350 

227950 
2450 

127 710 
108640 

3800 

240150 
2450 

Change on 
Previous Year 

(%) 

2.7 
9.5 

-12.6 

5.4 

The May Statement included the following specific reforms to the common 
allowance structure to be implemented from 1 January 1988: 

For 16 and 17 year olds: 
• the at-home secondary rate will rise from $40 to $50 a week to align with the 

tertiary rate and the maximum Job Search Allowance (this allowance is to be 
introduced from January 1988, replacing unemployment benefits for 16-17 
year olds); and 

• the independent (including the Young Homeless Allowance) and the tertiary 
living-away-from-home rates will be increased from $73.28 to $76 a week. 

For those aged over 18 years: 
• the rate for independent students (including Young Homeless Allowance 

recipients) and for tertiary students living away from home will increase from 
$80 to $91.20 a week to align with intermediate unemployment benefits; and 

• the at-home rate will increase to $60 per week from $55 for tertiary and from 
$45 for secondary students. 
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These rates will apply across the range of allowance schemes in the common 
allowance structure. Maximum rates of assistance are summarised in the following 
table. 

Comparison of Maximum Youth Assistance Rates 1987 and 1988 

1987 Rate 1983 Rate Increase 

16-17Ycar01ds 
$a week $ D week Sa week % 

• AUSTUDY 
- secondary at-home 40.00 50.00 I0.00 25.0 - tertiary at-home • 50.00 l0.00· 
- away.from-home or indcp~ndenl cd) 73.28 76.00 2.72 3.7 • Unemployed/Sick 
- at-home • , , S0.00 lO.OO(b) 
- young homeless 73.28 76.00 2.72 3.7 18-20 Year Olds 

• AUSTUDY (c) 
- secondary at-home 45.00 60.00 IS.00 33.3 - tertiary at-home . ll.00 60.00 S.00 9.1 - away-from-home or indep~ndeni 80.00 91.20 11.20 14.0 • Unemployed/Sick . . . . . . 91.20 91.20 

(a) Awar-from-home rates are not available for secondary students under the age of 19. 
(b) ~J~~\~~~/~~ ~;a;~hS~~lowance rate. The basic rate will be S2S a week, with a paren1ally income-tt:sted 

(c) AUSTUDY rates for 18-20 year olds also apply to those 21 and over. 

The May Statement reduced the forward estimates for student assistance by 
$27.~i;i in 1987-~8 and $59.2m in a full year. As announced in the 1985-86 Budget, 
Add11Ional PenSion and Benefit payments in respect of student assistance recipients 
are. ~eing absorbed into the higher rates of allowance, with protection for existing 
rec1p1ents. For student allowance recipients, Additional Pension and Benefit pay
ments will reduce to $5 a week in 1988 and end from 1989. 

AUSTUDY living allowance is subject to income testing and is taxable. Jn 
general, allowances are paid to students, but parents may elect to receive the 
payment for secondary students under 18 years. Students are classified as either 
dependent or independent: 

• the entitlement of dependent students is assessed on their family income,. the 
maximum allowances being reduced if that income exceeds certain levels in a 
year; 

• dependent tertiary and adult secondary students may qualify for a higher rate 
?f assistance if they are required to live away from home to undertake study; 

• mdependent students are not income tested on the family income but may 
have a test applied to their spouse's income, if applicable; and 

• all students face a test on personal income. 
From 1988, the parental and spouse income tests will be based on taxable 

income plus maintenance payments. The parental income test is modified by a 
sibling concession which will be extended in 1988 to cover all elements of AUS
TUDY. Deductions from parental income are permitted for other dependent 
children and these have been increased from $450 for each other child in 1987 to 
$1200 for the first child other than the applicant and to $2500 for further dependent 
children. These increases are designed lo limit the overlap between the AUSTUDY 
parental income test and the income test under the new Family Allowance Supple
ment. The cost of these measures is being offset by less than full indexation of the 
basic income test threshold which will increase from $15 745 a year to $16 000. 
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Students may qualify for independent status on the basis of age (over 25 yearsJ, 
marriage or through participation in the workforce. From 1988, as announced m 
the May Statement, the work requirement for independent status will require an 
applicant to have regularly worked a 35 hour week (or full-time award hours) for 
three out of the last four years. 

The Postgraduate Award Scheme provides approximately 2500 awards to ~elect~ 
higher degree students undertaking Masters and PhD programs ?t Aru:traban um
versities and CAEs. Postgraduate awards are awarded on academic ment. They are 
taxable and, although not income-tested, are not available if a certain level of 
income is received from other awards. The basic living allowance will be increased 
in 1988 (from $8126 to $8882 per annum). 

In view of the Higher Education Administration Charge, a special supplementary 
payment is made to all higher education students in receipt of AUSTUDY allow
ances, ABSTUDY payments and Postgraduate Awards. The supplement fully offsets 
the Charge for these students. Pensioners and beneficiaries engaged in full-time 
study are entitled to an education allowance payment of $15 per week and to 
exemption from the Charge. 

2.4 SPECIAL GROUPS 

The Budget estimates provide $I 94.5m for the education of special gr~ups in 
1987-88 an increase of $24m (14%). Details are in the table under the headmg 2.3 
Student' Assistance. The estimated number of students assisted under the various 
schemes is shown in the following table. 

Assistance for Special Groups: Estimated Number of Receipients 

Scheme 

Aboriginals 
-ABS EC 
-ABSTUDY 

Total 
Migrants 
-AMEP 
Veterans' chiicirc~ 
Isolated Children 

Estimated Number 
of Students 

i987 

26569 
25072 
5i 641 

120000 
2533 

21500 

i988 

27 898 
30086 
57984 

120000 
2600 

i9ooo 

Change on 
Previous 

Yoar 

(%) 

5.0 
20.0 
12.3 

2.6 
-11.6 

Building on the May Statement in the area of youth income support, decisions 
have been taken to rationalise further the Aboriginal assist~ce s~he?'es, ~nd those 
for isolated children and the children of veterans. The raltonabsalton aims, over 
time, to link assistance more closely to AUSTUDY (for those over I~) and t~.the 
Family Allowance Supplement (FAS) (for those under 16), wit~ ~pecial ca~diltons 
or allowances related ta the particular disadvantages of Abo~ginal and ISO.lated 
children and children of disabled or deceased veterans. In particular, there will be 
supplementary payments to FAS for those under_ 16 an~ .to AUSTUDY for 
Aboriginal students over 21, and certain payments will remam mcame-test-free. 

1!2 

The isolated and veterans' children schemes moved to an age-related structure 
in 1987 and the Aboriginal schemes will follow in 1988, with basic support based 
on AUSTUDY rates. As a consequence, a number of the existing separate allow
ances will be combined into a single living allowance with at-home, independent 
and away-from-home rates of allowance. Most recipients will receive increased 
assistance in 1988. From 1988 the following major conditions will apply: 

• Aboriginal students, isolated correspondence students and new entrants to the 
veterans' schemes living at home and under 16 years of age will receive an 
allowance of $10 a week (as well as family allowances and FAS); 

• students under 16 years and boarding away from home will receive support of 
$50 a week with rates for students receiving higher allowance rates in 1987 
preserved at the same level (again, as well as family allowances and FAS); 

• students in the 16-17 age group will receive allowances equivalent to the 
AUSTUDY rates of $50 a week at-home and $76 a week away-from-home. 
Secondary boarders will be eligible for the tertiary away-from-home rate of 
$76 a week; 

• independent Aboriginal students and those living away from home in the 18-
20 age group will. receive AUSTUDY rates of $91.20 a week. At-home 
Aboriginal tertiary students over 18 will receive $75 a week in 1988, and the 
relevant AUSTUDY rate in 1989; and 

• students 21 years and over will receive the equivalent AUSTUDY rates of 
$60 a week at-home and $91.20 a week away-from-home, with Aboriginal 
students in this group studying in courses leading to awards or having direct 
employment outcomes also receiving a supplement of $30 a week. 

From 1989, further steps will be taken to rationalise the Aboriginal schemes. 
New Aboriginal applicants aged 16 and over will only be eligible for AUSTUDY 
(with the $30 a week supplement for those over 21 in relevant courses) according 
to the standard AUSTUDY income test arrangements. Aboriginal students under 
16 at home will receive the $10 a week supplement via the FAS according to the 
standard FAS income test arrangements. Students under 16 living away from home 
will continue to receive boarding allowances income-test-free, but these will not be 
indexed. There will be various provisions to limit lasses for existing recipientsc 

A summary of the new rates of assistance being phased in is shown in the 
following table. 
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Maximum Weekly Rates of Student Assistance for Aboriginals and Isolated 

Children''' 

Aboriginal Students 
Under 16 

-at-home . . • 
-away-from-home 

16-17 
-at-home 

secondary · 
tertiary . · 

-away from home 
secondary 
tertiary. 

18-20 
-at-home 

secondary 

-awa~~;!Z-h~m~ o~ i~dcPendc~t 
secondary · · · · · · 
tertiary .. ·. 

21+ 
-at-home 

• accredited cour.;cs 
•other courses ... · · 

-away-from-home or independent 
• accredited courses . · · 
• other courses 

Isolated Chlldrcn 
Under 16 

-at-home . . · 
-away-from-home 

16-17 
-at-home . . · · 
-away-from-home · 

18+ 
-at-home ... · 
-away-from-home . 

1987 

Spw 

t9(b) 
53CM 

25 
15 

56 
7S 

2S 
88 

56 
88 

88 
88 

88 
88 

J9.20(bl 
so<"> 

so 
73.28 

so 
80 

1988 

Spw 

tQ{b) 
50(b) 

so 
so 
76 
76 

60 
15 

91.20 
9J.20 

90 
7S 

121.20 
91.20 

tOC6H<l 
S()(bl 

so 
76 

60 
91.20 

1989 

Spw 

to(b) 
50(6) 

so• 
so• 
76' 
76' 

60' 
60' 

91,20• 
91,20• 

90" 
60• 

121.20•• 
91.2<1 

tWl 
50(6) 

:.1i~fu~'l]~~~g~T~~~ncnt index~. 
fal for new entrants only, Protection ~rran~mcnts f~ ~~~l~~reb!p~:a~:t~.n~~ s~9ifs~· for example, fam~ly 
fb) for students under 16 other fam11~0 assistak)e w 0

1d generally be payable, and the income-tested ~am1Jy 
~:?;::r: ~~~¢~~c:~t-~~:~~ ~1~- a !;zkc: for a0~3-IS year old and $22 a week for younger chlldrc:n) 

c ~'! ~~a~l:~~~!~~ living in second homes established to provide daily access to school will recelve up 
( J to S2l a w.cck ~ubjce110 c:xistinB in~mc test a~ngemcnts. 

Using 1988 rates as an illustration, once the new arrange~~nts are phase~ in, 
the normal progression of total assistance for full-time Abor1gmal students rom 

low income families would be as follows: . FAS)· 
, $37 to $42 a week up to age 12 (including fam~ly allowances and '. 
• $43 to $48 a week up to age 15 (including family allowances and FAS), 

• $50 a week up to age 17; . d d t)· d 
• $60 a week thereafter ($91.20 if living away fro~ home ~r m epen e~f i· a_n 
• $l21.20 a week for Aboriginal students over 20 m accredited courses 1 1vmg 

away from home or independent. .1 $!0 4 The various measures being taken to rationalise thes~ schemes .wt 1 save· · ~ 
· d $24 7m in 1988-89. Nonetheless, the increases m most rates o 
:si~~::~~8a:; in nm;,bers of recipients will still lead to an estimated 14% increase 

in outlays in 1987-88. 
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Aboriginals 

The Aboriginal Secondary Assistance (ABSEC) and Aboriginal Study Assistance 
(ABSTUDY) schemes, which will be largely subsumed into the above arrangements, 
currently provide living allowances and other forms of supplementary assistance to 
Aboriginal students attending approved secondary schools or classes or undertaking 
approved full-time or part-time courses of education and training at universities, 
CAEs, TAFE colleges and other institutions. 

The ABSTUDY scheme also includes $7.8m to assist with the provision of 
special courses for Aboriginal students. This figure includes an addition of $1.Sm 
provided in this year's response to the Miller Report on Aboriginal Employment 
and Training Programs. The remainder of the package relates to schools, with $0.7m 
available under the Remote Area Program for Aboriginals. Funding is also provided 
for curriculum programs for Aboriginal students, particularly those in remote areas, 
and for a scheme designed to improve the quality of teachers working in schools 
with significant Aboriginal enrolments. 

Other educational assistance to Aboriginal poople under this heading includes 
the cost ($0.6m) of the National Aboriginal Education Committee, the Minister's 
advisory body for the educational needs of Aboriginal people. In addition, $16.5m 
is provided in grants through the Department of Aboriginal Affairs for programs 
that address the special educational disadvantages of Aboriginals. This includes 
direct grants to Aboriginal organisations and specific purpose grants to State and 
Territory Departments of Education for special programs for Aboriginal pre-school, 
primary, secondary, adult and tertiary education. Funds are also provided for 
curriculum development in Aboriginal studies, including the development of bilin
gual programs for Aboriginal schools. 

Migrant Education 

$58.8m is included for the Adult Migrant Education Program (AMEP), which 
provides initial settlement orientation and English language courses for adult mi
grants and refugees, and income-tested living allowances for students attending full
time courses and some part-time courses. The increase of 17.2% reflects the addi
tional cost of tuition provided by the State adult migrant education services and 
TAFEs and implementation of key recommendations of the Campbell Report which 
reviewed the AMEP. 

$1.2m has also been provided for expected student enrolment growth arising 
from an increased immigration intake in 1987-88. 

Living allowances are also paid to migrants undertaking full-time special purpose 
English courses funded through the Commonwealth Tertiary Education Commission, 
at a cost of $2.6m (up 24.2%). 
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Veterans' Children Education 
The Veterans' Children Education Scheme (VCES) provid~s _living al~o;ance} 

and other benefits for the schooling, tertiary education an.ct tram~ng of chll l~en od 
veterans who died as a result of war service o: who ~re e~ther .bbnd or tota y a~ h 

tl incapacitated. The VCES is bemg rallonahsed m accordance wit 
~~:~aense~o ygeneral student assistance. Rates in 1988 will in som~ cases, how~ver, 
conti~ue to be higher than corresponding AUSTUDY rates. Ass~s~ance contm~es 
to be available lo eligible students under 16 ~ears of a~e .. Provisions for sp~~ial 
as istance at the discretion of the Repatriatton Comm1ss1on and extra tmtion 
th~ough the VCES Education Boards will be retained for both secondary and 

tertiary students. 

Assistance for Isolated Children 
The Assistance for Isolated Children scheme assists families who~e homes d~re 
mote from normal daily access to government schools. It provides boar mg 

~~Jowances for eligible students who are living away from home to attend schoo~ 
and allowances where students are studying by correspondenc~ or ~h~re ~ ~ec:~o 
home is maintained. The scheme also covers chi!dren. regard~ as iso at~ u 
medical disability. Only part of these allowances is subJe.ct to mcome-tesll?g. 

$O 6m is also provided in 1987-88 for the Joan video ~rogram which l~?ds 
educa~ional video facilities to students in isolated areas lackmg. re~ular telev1s10n 
services. The program also assists States in developing related aud1o~v1sual programs. 

2 S GENERAL ADMINISTRATION AND OTHER OUTLAYS 

Gener~! administration outlays for the Education function are es~i':"ated to 
increase by $!0.9m or 16.1% in 1987-88, including t~e cost of an addmonal I JS 
staff- ears (an increase of 6.5%) resulting mainly from _increased numbers o~ student 
assist~nce recipients, partly offset by reductions in eqmpment outla~s. Alls~ '~.elude~ 
under this heading is the new funding of $9.8m for the Nat1ona I o ~y po 
Languages programs, other funding for which is shown under Schoo s an re-

Schools. 
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3. HEALTH 
Commonwealth activity in the Health area is primarily directed toward ensuring 

that all Australians have access to necessary health services; it also includes the 
setting and administering of standards for the safety and efficacy of therapeutic 
goods and services, support for health research and promotion of better health. In 
terms of Commonwealth outlays the first category is by far the most significant, 
accounting for more than 90% of Health outlays. 

Commonwealth financial assistance for health services is provided at both the 
individual and institutional level. At the individual level, benefits are paid in respect 
of services rendered and goods supplied, in the main, by private professionals and 
organisations, eg doctors, nursing home proprietors and pharmacists. As well, 
individuals can receive assistance through tax expenditures-a rebate for the excess 
of unreimbursed medical expenses over $1000 in the year of income, sales tax 
exemptions on a wide range of health related goods and tax deductibility for gifts 
to eligible organisations. 

At the institutional level, support is provided to States' hospital systems both 
through block financial assistance (Medicare Grants) and general revenue grants 
(Identified Health Grants) in lieu of previous specific purpose payments. Health 
services are also provided directly through the repatriation hospital system as well 
as through such organisations as Commonwealth Pathology Laboratories, the Na
tional Acoustic Laboratories and the ACT Health Authority. 

Over the past five years, Health outlays have increased as a proportion of total 
budget outlays from 7.0% in 1982-83 to 10.5% in 1987-88 (see Table 5 at the end 
of Statement No 6 in this Budget Paper). Most of this rise occurred between 1982-
83 and 1984-85, reflecting the changes in funding arrangements for health services 
associated with the introduction of Medicare in February 1984 and involving a 
substantial shift from private funding of health services and tax rebates to financing 
through Budget outlays. Because of these changes and the data comparability 
problems they present, the examination of trends in Health outlays in the section 
below is limited to the period since 1984-85, during which time health financing 
arrangements have remained broadly unchanged. Over the period 1984-85 to 1987-
88 Health outlays have grown at an average annual rate of 10.3% or 3.0% in real 
terms. Within Health outlays the major contributions to growth over the period 
1984-85 to 1987-88 and the components budgeted for 1987-88, by sub-function, are 
shown in Chart l and can be summarised as follows: 
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CHART !. HEALTH OUTLAYS 

CO!>'PONENTS OF' GROWTH 
!984-85 TO 1987-88 

tJei:l•cal services e Hosoital Ser:1ces 
1=na;-aceut1cal Sernces 0 Nursing Care 
IncJwaest.CTHealth. Genera!Aclml.nistrat1on 
a.,d O~t>er Healtn Services 

B--2D.5X 

CHART 2. MEO I CAL BENEFITS 
MAJOR COMPONENTS 

c--12.21:: 

MAJOR COMPONENTS 
1987-BB 

AVERAGE BENEFIT !$1 1986-87 
AVERAGE ANNUAL GROrlTH (X) 1984-85 TO 1986-87 

2 4 6 10 J2 
70 60 50 .:o 3(} 20 10 

GP's ISI022rril 

~~,r~c~~~c~ht.~~r~ arc ~he value ~f HIChpr~~d0~1:1i~~ ~c~i:i~:!·nd ultrasound. 
• Imaging-includes radiology. radiogr~p y, ' · and anaesthc1ics. · 
• Procedures-includes operations, ass1stanc~ at orr~t1o~f· cous To avoid data distortions, the blood collect1on 
• Othcr--includcs dental, optometry. obstetrics an m1scc an . 

· (deleted in 1986) is excluded. . . 
• S~~~:iist and G.P. services-includes consultation items only. 
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• 'medical services ar.d benefits' (alJOut 90% of which is Medicare medical 
benefit) comprises about 43% of total Health outlays and accounts for a 
proportionately larger share of the growth in the function between 1984-85 
and 1987-88. Outlays in 1987-88 would have been some $300m higher had it 
not been for the savings measures in this area effected over the past two years 
(see below). Underlying this increase in outlays has been strong growth in the 
volume of services~ averaging about 6t% pa in the past two years. To some 
extent this would reflect increased use of services by those who were uninsured 
prior to the introduction of Medicare. Growth of 5t% pa or a little over 4% 
per capita is assumed for 1987-88 which is broadly in line with long term 
trend growth in private medical services. Chart 2 shows that growth has been 
most rapid in the diagnostic area (pathology and imaging) which accounts for 
about 27% of outlays and in procedures which account for about 15% of 
outlays. General Practitioner (GP) services, which make up over a third of 
outlays, have grown less quickly. This distribution of volume growth has in 
itself compounded outlays growth as, broadly speaking, the high growth areas, 
notably imaging and procedures, have higher than average fees while GP 
consultations have lower than average fees (see Chart 2). Thus the past two 
years have seen an increase in the average benefit cost of services beyond that 
implied by Schedule fee and benefit adjustments of about 2i% pa. This is 
expected to continue, at a slightly lower rate, in 1987-88; 

• 'hospital services and benefits' accounts for 20% of Health outlays but only 
13% of the increase in Health outlays. The relatively slow growth over the 
two years principally reflects abolition of the private hospital subsidy program 
from October 1986 and the escalation of the major part of Medicare grants 
for hospitals (the largest component of the sub-function) by a formula heavily 
weighted with award wages, in a period of relatively subdued award wage 
growth; 

• 'phanmiceutical services and benefits' is estimated to grow at an average 
annual rate of 15% between 1984-85 and 1987-88. It is therefore the fastest 
growing component in the Health function over the period, notwithstanding 
the major changes to the Pharmaceutical Benefits Scheme (PBS) implemented 
in November 1986 which are expected to save about $l00m in 1987-88. Chart 
3 shows, over a somewhat longer period, outlays on the pensioner component 
of the PBS, apportioned between the retail, wholesale and manufacturer 
recipients of the benefit payment. Chart 4 shows the volume of pensioner 
prescriptions and Chart 5 the average retail price. (The pensioner component 
accounts for most PBS outlays and time series of pensioner data are less 
affected by changes in the scheme, notably those introduced in November 
1986.) Volume growth of around 6% pa in pensioner prescriptions has tradi
tionally been the major cause of growth in this program. While the chart 
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shows a slight reduction in volume in 1986-87 and 1987-88, reflecting the 
effect of the delisting of a range of over-the-counter drugs in November 1986, 
6% volume growth is assumed to be continuing. The recent acceleration in 
PBS outlays growth is mainly attributable to substantial rises in the average 
price of prescriptions. In 1986-87 alone, the average dispensed price in the 
pensioner component rose by 21%, and 13% growth is projected' for 1987-88. 
This rapid growth largely reflects the increased prescribing of expensive drugs 
including some that have been newly listed or for which prescribing restrictions 
have been lifted. The devaluation of the Australian dollar has also contributed 
to price growth. The largest single share of PBS outlays are taken by pharmacists 
although the share going to manufacturers has risen in recent years because of 
the growth in drug prices to manufacturers to which pharmacists' remuneration 
is only partly linked; 

S M1lllon 
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CHART 3. PENSIONER PBS : SHARES OF PAYMENTS 
.1982-83 TO 1987-BB 

19B4-B5 1985-BS 1986-87 1987-BB 

Note: The phannacists' share includes wholesaler discounts. 
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CHART 4. PENSIONER PBS - ANNUAL SCRIPT VOLUME 
1982-83 TO 1987-88 
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• 'nursing home subsidies anil domiciliary care services', which accounts for 18% 
of Health outlays, is estimated to increase at an average annual rate of 10% 
over the three years to 1987-88, contributing 18% of the overall growth. 
Outlays growth in this area has been influenced by modest growth in the 
number of nursing home beds, with cost increases accounting for some $109m 
or 75% of the estimated increase of $145m on 1986-87; 

• the remaining sub-functions comprise 7% of the total and account for a 
somewhat smaller proportion of total growth; and 

• Health outlays on veterans are distributed amongst the sub-functions. In 
combination they are estimated to be $954m in 1987-88, an average annual 
increase of 14% since 1984-85. 

Measures to restrain growth in Health outlays have played an important part 
in the Government's budget strategy over the past two years. For medical benefits, 
measures have concentrated on areas of the Schedule showing rapid growth, includ
ing pathology in 1986 and diagnostic imaging and a number of other areas this year; 
economies have been achieved through a combination of fee cuts, amended benefit 
conditions and through tightening of regulations on providers. Benefits for medical 
treatment of private in-patients in hospitals and day surgeries have been reduced. 
In pharmaceuticals, contributions required of general and concessional patients were 
substantially increased in 1986 for general patients but with safety net arrangements 
introduced for heavy users. In this Budget, amendments are made to the procedures 
for listing of drugs on the PBS in response to the rapid increase in the prescribing 
of expensive drugs. 

In the nursing home and domiciliary care area, the Government's strategy, 
announced in the 1986-87 Budget in the context of the Nursing Home and Hostels 
Review, is to stabilize by 1990-91 the number of nursing home beds at 100 per 
1000 people aged 70 years or more; and to reduce reliance on nursing homes by 
encouraging more appropriate levels of care through assessment of need for care 
and expansion of hostel accommodation and home and community care. 

SUMMARY OF HEALTH OUTLAYS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
3.1 Medical Suvlces and Btneflts 2939.1 3241.6 3527.0 285.<f 8.8 
3.2 Hospital Services and Benefits , I 548.6 1561.4 1685.5 124.2 8.0 
3.3 Pharmaceutical Services and 

&ntnts. 729.3 870.8 999.4 128.6 14.8 
3.4 Nurslna; Ho.,;e , Su

0

bsldle; ~mf 
Domiciliary Care Services , . 1167.3 1298.3 1442.8 144.4 11.1 

3.5 Health Senlces fn the ACT, nee 140.5 153.5 173.0 19.S 11.7 
3.6 Othtr Hulth Services • 273.7 305.5 314.3 8.8 2.9 
3.7 Ge.nt-ral AdmJnbtratlon 71.8 68.3 70.8 2.6 3.8 

TOTAL 6 870.3 7499.3 8212.9 713.6 9.5 

The following sections briefly describe the nature of the various sub-functions 
and associated levels of outlays in 1987-88, including the effect of decisions. 
Reference should also be made to the sections on Identified Health Grants in 
Function 9A Not Allocated to Function-Assistance to the States. 
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Fuller detail of health programs is included in relevant Annual Reports, partic
ularly those of the Departments of Community Services and Health Veterans' 
Affairs and Aboriginal Affairs, the Health Insurance Commission (HJC) and the 
Commonwealth Serum Laboratories Commission (CSL). 

3.1 MEDICAL SERVICES AND BENEFITS 

1985~86 1986~87 1987-88 
Actual Actual Es1ima1e Change 

Medical. Benefits 
Sm Sm Sm Sm % 

Health Insurance Co~~iMi
0

on Admini;traliv~ 
2589.3 2863.3 3106.0 242.7 8.5 

Cosu 119.J 124.8 137.4 Diagnostic
0

Se;vidcs · : : 12.6 IO.I 47.0 49.2 51.7 2.6 5.2 Veterans and Depcndanls 183.6 204.3 231.9 27.S 13.S 
Total. 2939.1 3241.6 3527.0 285.4 8.8 

Medical Benefits 

Com~onweal~h ~sistance under Medicare towards the costs of medical and 
optometncal services 1s currently provided on the following basis: 

• the Commonwealth contributes to the cost of out-of-hospital medical services 
for a.II Australian residents on the basis of its meeting 85% of the Schedule fee 
(subiect to t~e benefit not exceeding the fee actually charged) plus any further 
amount reqmred to ensure that the gap (met by the patient) between the 
benefit and Schedule fee does not exceed $20 for an individual item and that 
no person has to make gap payments exceeding $150 per annum; 

• for medi~al services provided to hospital in-patients and day surgery patients 
under pnvate care, the Commonwealth meets 75% of the Schedule fee with 
no gap limit on individual benefit claims. Public patients are not charged for 
treatment. (These benefit arrangements were introduced on 1 August 1987-see 
below); 

• ~ractitioners may direct bill in respect of any patient where benefit is accepted 
m full payment; 

• no charges are made for Commonwealth Medical Officer consultations or for 
the services provided by Commonwealth Pathology Laboratories; 

• reS'.stered health organisations arc required to offer gap insurance in their 
basic tables to cover the difference between 75% and 100% of the Schedule 
fee fo~ medica~ se~ices rendered to private patients in hospitals. With some 
exceptions, mamly m the compensation area~ no other form of medical insur
ance cover, 'gap' or otherwise, is permitted;. and 

• al! health. i~surance o~ered must comply with the community rating principle. 
RISk. rated 1n;;urance JS ~ot permitted except under policies existing prior to 
the mtroduct1on of Medicare on 1 February 1984 under which guaranteed 
renewal rights exist. 

A number of major changes to medical benefit arrangements were announced 
in the May Statement and introduced on l August 1987. 
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The following measures in Diagnostic Imaging confer savings of $39.8m in 
1987-88: 

• the Medical Benefits Schedule fee for referred ultrasound was reduced by 
about 20%; 

• computerised axial tomography items in the Schedule were restructured, 
achieving a reduction in benefits of about 22%; 

• other radiology fees (Part 8 of the Schedule) were cut by 5%. The net effect, 
after application of the general fee rise, was an increase in fees in Part 8 of 
around 1 %; and 

• fees for imaging services provided by non-specialist radiologists were reduced 
to a uniform 75% of the relevant specialist fee. 

The after hours loading on GP consultations was abolished. Normal hours fees 
are now expected to apply at all hours except for emergency visits away from the 
normal consulting rooms for which a new item has been created. Schedule fees for 
certain in-hours consultation items were increased (in addition to the general 6.1 % 
average fee rise). Net savings in 1987-88 are $23.lm. 

In optometry, the Schedule fee for the prescription and fitting of lenses was 
halved. A loophole in the benefit conditions which allowed lenses to be obtained 
under Medicare for sporting or cosmetic reasons was closed. These and other minor 
measures relating to optometry will yield savings of $JJ.6m in 1987-88. 

There was also a parallel tightening in the benefit conditions in the ophthalmol
ogy part of the Schedule for the fitting and prescription of contact lenses. Also in 
ophthalmology, the fees for cataract removal and lens replacement were reduced 
with savings of $1 J.3m in 1987-88. 

For consultant physicians (excluding psychiatrists), fees for the fourth and 
subsequent consultations were reduced to the level applicable to follow up attend
ances by specialists. Savings are $14.lm in 1987'88. 

A number of other changes have also been made in the medical benefits area 
with total savings of $28.lm in 1987-88. These include: 

• items for multiphasic health screening and for the removal of warts and 
keratoses were deleted from the Schedule. (Procedures for removal of warts 
and keratoses are now charged as consultation items); 

• the item for intravenous drip insertion was deleted from the Schedule. A 
component for intravenous drips was included in fees for anaesthetic services 
and in a new comprehensive obstetrics item; and 

• Schedule fees for gastroscopy and electro-cardiography were reduced. 

Changes have been made for medical services provided to private patients 
receiving hospital in-patient or day surgery care, saving $80.0m in 1987-88. The 
benefit rate was reduced to 75% and the $20 limit on an individual gap payment 
removed. Gap payments for private medical services to hospital in-patients or day 
surgery patients are covered in the basic table of private health funds. Public 
patients will continue to be treated at no charge. Benefits for out-of-hospital services 
will continue to be paid at 85% of the Schedule fee with a maximum patient 
contribution of $20 per service and a continuation of the $150 limit on total annual 
gap payments. 
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.simu~taneo~ly with the introduction of revised Medicare rebates for private 
pattents m hospitals and restructured Schedule fees, Schedule fees were increased 
from I August 1987 by, on average, 6.1% in line with practice cost and award wage 
movements over the preceding year. 

Outlays on medical benefits in 1987-88 are estimated at $3 I06m 8 5'!! hi h 
than in 1986-87. The main factors are: ' · 0 g er 

Remaining full year effect of Schedule fee increase of I November 1986 

Underlying re~! growth of 7.5% attributable to increased utilisation 
and benefit drift in 1987-88 

Fee increase from 1August1987 averaging 6.1% overall 

Net adjustment for variations in claiming and processing lags 
less 

Savings from restructuring of Schedule fees and benefit conditions 

~avings .from reduced benefit levels for private medical services provided 
m hospitals 

$m 

56.2 

218.3 

157.5 

16.3 

128.0 

80.0 

Health Insurance Commission (HIC)-Administration of Medical Benefits 

The HI~ administers medical benefits and is also responsible for measures to 
combat medical fraud and overservicing. 

Fun~ing in l 987-88 includes $8.4m to provide additional computing capacity. 

~ed~care agency arran~ements with private health funds are to be discontinued. 
Savmgs m 1987-88 are estimated at $0.4m and $!.5m in a full year. 

Laboratory and Diagnostic Services 

This ite~ relates .to the running costs of laboratories operated by the Department 
of ~ommumty ~erv1ces and Health. These include the National Acoustic Labora
tories, the Nattonal Biological Standards Laboratory, the Australian Radiation 
Laboratory and Commonwealth Pathology Laboratories. 

Also included is $!.9m in recurrent grants for the Launceston and Port Pirie 
patholo~y laboratories which have been transferred to the Tasmanian and South 
Australian Governments. 

As an initiative for 1987-88 the Government has decided to provide grants to 
the States to unde~t~ke cost-shared selected trials of cervical cancer screening and 
to. assess the. feas1b1hty of mammography screening for breast cancer. Pilot projects 
will be. momtored and evaluated for their effectiveness in reducing morbidity and 
mortality from breast and cervical cancer. $1.lm will be provided in 1987-88. 

Treatment and Allowances for Veterans and Dependants 
The. ~ommonwealth. meets the costs for eligible veterans and their dependants 

of spect~hst, local med1c~l offi.7er, paramedical and dental services, the provision 
and .~amtena~ce of surgical aids, and travelHng and other expenses incurred in 
obtammg med1~al treatment. The estimated increase of $27.Sm reflects increased 
fees fo~ professwnal services, and increased demand for services relating partly to 
the agemg of veterans and war widows. 
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Savings of $1.2m are expected in 1987-88 from the Governme?t'~ decision. to 
review the administration of the provision of transport for benefi.cianes travelling 
to and from medical treatment. 

The Commonwealth will contribute $85 000 in 1987-88 to NSW towards th~ 
expansion of the building containing the Repatriation Artificial Limbs and Apph
ance Sub-centre at Albury. 

A further $0. 7m is expected to be spent in 1987-88 on ~edical treatment f~r 
returned Australian servicewomen of World War JI followmg the Governments 
decision to extend treatment benefits to this group of veterans. 

3.2 HOSPITAL SERVICES AND BENEFITS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 

Public Hospitals. I 045.3 I 067.0 1157.6 90.6 8.5 

Prh·a1e Hospitals 139.2 50.5 0.5 -so.o -99.0 

Transfer of Nurse Education. ?.2 9.4 2.1 29.3 

Health Bcnclils Reinsurance Tr~st Fu~d : 5.0 1.0 1.0 
76:0 Veterans and Dependants. 358.4 429.9 505.9 17.7 

Launceston GenerJI Hospilal 0.8 5,? 11.2 5.5 96.3 

Total. 1548.6 I 561.4 \ 685.5 124.2 8.0 

Public Hospitals . . 
Under Medicare, all Australian residents are entitled to free s?ared ~ard 

accommodation and treatment and free out-patient treatment at public ~osp1.tals. 
Those electing to have 'doctor of choice' or private ward accornrn?dation 1~ a 
public hospital must bear the charges made or take out appropriate hospital 

insurance cover. . 
As part of its Medicare program the Commonwealth makes Medicare Compen

sation Grants to the States. These were originally designed to compensate for the 

States for: . 
• revenue losses associated with the abolition both of accommo~at1on ~har~es 

for public patients in public hospitals a~d of charges for pubhc hospital .'"· 
patient and out-patient care and a reduction of $50 per day 10 accommodat10n 
fees for private patients in public hospitals; and . 

• additional costs associated with the introduction of Medicare. 
From l February 1984 to 30 June 1985 the compensation p~ovid7ct wa.s. ba~ed 

on a formula comparing actual hospital utilisation during the period with ullhsation 
in 1982-83. Payments from I July 1985 are by way of block grants based on the 
1984-85 grants indexed to take account of wage a?d price increas~. At the 1985 
Premrers' Conference it was agreed that the Medic~re Com~ensatl?n agreeme~ts 
would contmue until 30 June I 988. The agreements will be reviewed m consultation 
with the States during 1987-88. . 

The Medicare Compensation Grants also include a compo?ent designed . to 
restore in real terms the Commonwealth's contribution to commumty h"'.1lth funding 
to the 1975-76 level ($2J.4m in 1987-88); capital assistance for diagnostJ~ and other 
high technology equipment ($4.6m in 1987-88) expec'.ed to result m reduced 
medical benefits payments in future years; and a special pa~ment to .NSW of 
$26.4m in 1987-88 rell.ecting the continuing effect of the ~985 m~reases m hourly 
rates of payment to Visiting Medical Officers in NSW pubhc hospitals. 
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As part of the negotiated package for settlement of the NSW doctors' dispute, 
the Government agreed to provide capital grants of $150m over three years, 
commencing in 1985-86, to the States and Department of Veterans' Affairs for 
purchase of new capital equipment for teaching hospitals. These grants are provided 
on the basis that the States maintain their existing levels of expenditure on 
equipment so that a real increase in resources is available for new equipment for 
the hospitals. The 1987-88 allocation of capital grants for teaching hospitals in the 
States and Territories is $50m. 

Commencing in 1987-88 the Commonwealth is to provide assistance for a limited 
period of two years to the States for programs aimed at reducing hospital waiting 
lists. The Commonwealth will contribute up to $25m in 1987-88 and up to $25m in 
1988-89 on a $ for $ matching basis with the States. 

Transfer of Nurse Education 
In 1984 the Commonwealth announced that financial assistance would be 

available to States and Territories transferring nurse education from hospital-based 
facilities to the tertiary education sector over the period 1985 to 1993. 

An indexed subsidy is payable at a rate of $1500 (December 1983 prices) per 
student nurse commencing at a tertiary institution, towards the current costs 
incurred by States and Territories through the transfer. The States and Territories 
will be required to provide appropriate capital facilities for tertiary institutions. 

Nursing students at these institutions are eligible for payments under 
AVSTVDY on the same basis as other students. Where the number of student 
nurses commencing training at tertiary institutions exceeds the transfer program 
agreed with the Commonwealth, the assistance payable is reduced by the additional 
costs incurred by the Commonwealth in providing AUSTUDY. 

The proposed arrangements also provide for the transfer of nurse education 
currently taking place in repatriation hospitals. The Commonwealth contribution in 
respect of repatriation· hospitals includes the difference between the recurrent cost 
of nurse education in tertiary institutions and the standard Commonwealth contri
bution (ie the net 'State' cost of educating nurses in tertiary institutions). This 
component is estimated to cost $2.0m in 1987-88. 

The payment to the ACT is included in 'Health Services in the ACT, nee'. 

Private Hospitals 
A small provision is made in 1987-88 for delayed claims for the private hospital 

bed day subsidy which was abolished in October 1986. 

Health Benefits Reinsurance Trust Fund 
Under the provisions of the Natio1tal Health Act 1953, the Commonwealth 

subsidises health insurance funds by making a contribution towards deficits that 
arise in reinsurance accounts required to be maintained by registered health insur
ance organisations. The deficits arise from paying benefits to long-term hospitalised 
members. 
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Veterans and Dependants Hospitals 
Repatriation hospitals and clinics are maintained in each State for the treatment 

of eligible veterans and their dependants. Members of the public may be admitted 
to a repatriation hospital if spare beds are available and the facilities are suitable 
for the required treatment. Conversely, veterans and their dependants may, where 
appropriate, be admitted to private or State public hospitals. 

Following a review of human resources in the Repatriation Hospital System, the 
Government has decided to increase staffing levels in the hospitals by some 335 
staff years in 1987-88. The increased staffing and operating costs ($12.lm in !987· 
88) are offset by lower outlays on treatment of veterans in non-departmental 
institutions ($!4.9m in 1987-88). 

The increased outlays on veterans and their dependants in 1987-88 reflect 
increased hospital staffing, higher wages and salaries and other costs associated with 
the operation of repatriation hospitals, increased funds for specialised equipment 
and greater demand for hospital services stemming from the ageing of veterans and 
war widows. 

It is anticipated that an additional $0.2m will be spent in 1987-88 on non· 
departmental hospital treatment for returned Australian servicewomen of World 
War II following the Government's decision to extend treatment benefits to this 
group of veterans. 

Launceston General Hospital 
Under an agreement with Tasmania the Commonwealth has met 50% of the 

approved costs of Stage 1 of the redevelopment of Launceston General Hospital. 
In addition, the Commonwealth is to fund 50% of the approved cost over the 
construction period of Stage 2 of the hospital and a centralised laundry facility at 
an indicative total cost to the Commonwealth of $3 l.9m. 

3.3 PHARMACEUTICAL SERVICES AND BENEFITS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
General IS7.6 164.3 119.5 -44.8 -27.3 
Concession°al: S0.2 S9.7 49.8 -9.9 -16.6 
Safety Net 11.2 133.4 122.2 na 
Pensioner. 408.0 503.I 565.6 62.5 124 
Administratio~ 27.4 37,8 31.6 -6.2 -16.3 
Veterans and Dcj,c~da~ts: 86.1 94.7 99.S 4.8 5.1 

Total. 729.3 870.8 999.4 128.6 14.8 

General, Concessional, Safety Net and Pensioners 
Under current arrangements for the Pharmaceutical Benefits Scheme (PBS), 

items on the PBS list are supplied to: 
• the general public at a maximum of $10 per prescription item; 
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• Health Care cardholders, including the unemployed and low income families, 
and those Social Security pensioners and Veterans' Affairs service pensioners 
who do not hold a Pensioner Health Benefits card and their dependants at a 
concessional rate of $2.50 per prescription item; 

• general and concessional users, individuals or families, who have purchased 
more than 25 PBS prescription items since I November 1986, at no cost (after 
the first 25) under the safety net arrangements during the remainder of this 
calendar year. The safety net will operate, on a calendar year basis, from 
I January 1988; and 

• PHB and Health Benefits (sickness beneficiaries) cardholders and their depen· 
dants at no cost. 

Items a~ailable under ~h.e PBS and the rules under which they may be prescribed 
are deterrmned by the Mm1ster for Community Services and Health on the recom· 
m~ndation of the Pharmaceutical Benefits Advisory Committee (PBAC). Prices 
paid to manufac~urers are de.te~ined by the Pharmaceutical Benefits Pricing 
Bureau. Pharmacist remuneratmn ts determined by the Pharmaceutical Benefits 
Remuneration Tribunal. 

To assist the local pharmaceutical manufacturing industry the Government has 
decided on the following measures: ' 

• the Pricing Bureau is to be replaced on l January 1988 by a more independent 
non-statutory pricing authority; 

• the guidelines for price setting for the PBS will be supplemented to take into 
account Australian activity by pharmaceutical manufacturers· and 

• more liberal arrangements will be introduced for extending' patent terms for 
pharmaceutical inventions to 20 years. 

Offsetti~g the cost of these changes, the Government has determined that: 
• a maximum 20 cent price differential is to apply between alternative brands 

listed for the PBS; and 
• the wholesaler margin on drugs listed for the PBS is to be reduced from 15% 

to 1 o~ of the price to the pharmacist, in which there is to be a corresponding 
reductmn. 

The full im_vact of th".5e m_easures on outlays will not be felt for some years. 
The net effeot m 1987-88 IS estimated to be savings of $Im. 

1:h~ Government has decided on a number of changes to the arrangements for 
the hstmg of drugs for the PBS. In particular, the National Health Act 1953 will 
be amended to require the PBAC and the Minister to take cost effectiveness into 
account in listing drugs and in applying restrictions on prescribing and to affirm the 
Minister's powers to remove drugs from the PBS list. 

These measures are estimated to save $5m in PBS outlays in 1987-88. 

. In ad~~tion the secretariat servicing the PBAC is to be upgraded and provided 
with add1tzonal resources of $0.5m in 1987-88. 
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The major factors contributing to changes in PBS outlays in 1987-88 are: 
• an increase of 13% in the average price of prescriptions in the general ($39m), 

concessional ($1 lm), and pensioner ($67m) categories, largely due to increased 
prescribing of expensive drugs; 

• the remaining full year savings from the November 1986 increase in patient 
contributions in the general (-$82m) and concessional (-$2m) categories; 

• underlying growth in volume of 5% in general prescriptions ($Sm). The 
remaining full year effect of the delisting of a range of over-the-counter items 
in November 1986 is expected to offset underlying growth in prescription 
volumes in 1987-88 for the concessional and pensioner categories; 

• an increase in safety net outlays ($122m) reflecting a full year of operation. 
By contrast, in 1986-87, there were very few outlays under the safety net as 
eligibility depended on prescriptions accumulated over the 14 months to 
December 1987. Outlays in 1987-88 are partly attributable to the transfer of 
patients from the general ($14m) and concessional ($16m) parts of the 
scheme, as individuals or families reach the 25 prescription threshold; 

• payments to pharmacists for issuing safety net entitlement cards (previously 
classified as administration in this sub-function), and as incentives to submit 
computer-readable claims and participate in sample processing ($3.Sm); 

• the continued transfer of service pensioners and war widows from, the Repa
triation Pharmaceutical Benefits Scheme ($Sm); and 

•savings from changed listing procedures and pricing arrangements (-$6m). 

Administration 
Arising from the recommendations of an Efficiency Scrutiny, a number of 

changes are being made to pharmaceutical benefits processing which will confer 
savings of $Im in 1987-88 and $2.8m in 1988-89. The administrative component of 
these savings reduces this item by $2.2m in 1987-88. Administrative costs have also 
been reduced because of the decrease in prescription volumes resulting from the 1 
November 1986 changes to the scheme. 

Veterans and Dependants 
The Commonwealth meets the full costs of pharmaceuticals supplied on pre

scription for eligible veterans. These comprise all items on the PBS list as well as 
those on the Repatriation Pharmaceutical Supplementary List. The latter is intended 
to provide medication for veterans for war.caused disabilities. Some restrictions on 
prescribing will result in savings of $1.0m in 1987-88. 

The estimated increase in 1987-88 reflects an expected increase in the average 
price of prescriptions. Increased demand for pharmaceutieals, due largely to demo
graphic factors, is offset by the transfer of service pensioners and war widows to 
the PBS. 
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3.4 NURSING HOME SUBSIDIES AND DOMICILIARY CARE SERVICES 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Nursing Home Recurrent Subsidies. 703.4 773.3 1151.2 317.8 48.9 
Nursing Home Capital Subsidies . 14.0 14.6 14.1 -0.5 -3.6 
Nursing Homes Assistance Subsidies 306.6 354.0 71.0 -283.0 -79.9 
Domiciliary Nursing Care Benefits , : : : 25.4 27.3 29.0 1.6 6.0 
Nursing Care for Veterans and Dependants . 81.0 98.0 116.1 18.0 18.4 Home Nursing Service. 30.8 31.0 61.5 30.5 98.4 

Tola). 1167.3 I 298.3 1442.8 144.4 JJ.I 

New Nursing Home Funding Arrangements 
New funding arrangements for nursing homes commenced on l July 1987. These 

involve the phased introduction, over the period l July 1987 to 1 July 1991, of 
standard daily resident fees and standard Commonwealth benefits to replace the 
cost reimbursement arrangements that previously operated under the National 
Health Act 1953 and the Nursing Homes Assistance Act 1974. 

The proposed standard daily resident fee incorporates two components-one to 
cover the cost of nursing and personal care staff, and the other to cover all the 
other costs of operating a nursing home, called infrastructure costs. By July 1991 
the infrastructure cost component will be a standard amount per occupied bed/day 
for all nursing homes. In relation to the nursing and personal care component, a 
Commonwealth/State Working Party is developing uniform national staffing stand
ards for nursing homes. Until these new standards are introduced, current approved 
staffing levels will continue and will be reflected in fees on a cost reimbursement 
basis. 

Nursing Home Subsidies 
Chart 6 illustrates growth in nursing home beds subject to subsidy by the 

Commonwealth, under both the National Health Act 1953 and the Nursing Homes 
Assistance Act 1974, since 1982-83, together with the total recurrent subsidy 
provided. (The recurrent subsidy indicated is underestimated by the amount of 
outlays on approved nursing home beds funded through the Department of Veter
ans' Affairs which-although the beds are included in the total number of approved 
beds recorded-is unknown.) Over the period shown, the average subsidy per bed 
increased by 57%, or an average of 9.5% pa. One of the objectives of the new 
nursing homes funding arrangements is to achieve a more stable pattern of growth 
in recurrent nursing home costs. 
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CHART 6. NURSING HOME SUBSIDIES 

AnnuelPayments 
Nomin11l !a) 

Annual Payments 
Real le) 

Average Annual 
Substd1sed8eils (b) 

c=::J 

Nursing Home Recurrent Subsidies 
Under the National Health Act 1953 the Commonwealth pays a recurrent 

benefit to approved nursing homes in each State and Territ~ry for each .resi~ent. 
Current maximum benefit rates for non-government homes, which have applied smce 

1 July 1987, are: 

Recurrent subsidy levels-National Health Act 1953 

Ordinary Extensive 
Care Care 

Patients Patients 
$per day $per day 

NSWand ACT 46.SS S2.SS 

Victoria S9.7S 6S.7S 

Queensland 40.3S 46.3S 

SA and NT 42.20 48.20 

WA SI.OS S7.0S 

Tasmania . 38.SS 44.SS 

These maximum rates of benefit will continue to be reviewed annually, and if 
necessary adjusted with effect from 1 July each year, so that overall, together with 
the statutory minimum patient contribution (currently $1S.8S a day), they cover 
fees charged to 70% of patients in approved non-government nursing homes in each 
State at the time of the annual review. (SA, NT and VIC are set at lower coverage 
levels, due to higher cost structures in those States.) The minimum patient contri
bution is set at 87.S% of the sum of the single age pension plus supplementary 
assistance. 

The major reason for the uneven levels of benefit between the States and the 
Territories is the imposition of differing staffing and regulatory standards by the 
States. As nursing homes move toward a standard fee, this divergence will decrease 
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and by July 1991 (for beds not exempt from fees control) the standard fee will 
comprise a standard benefit and the minimum patient contribution, achieving 100% 
coverage. 

The Government has agreed to the exemption, from 1 April 1988, of a propor
tion of nursing home beds from standard fee control. Those residents who are 
willing to pay more for additional service• and better accommodation will be able 
to elect to do so under this arrangement, and the level of Commonwealth benefit 
paid will be reduced in proportion to the extent to which the fee charged exceeds 
the fee otherwise payable. 

As part of the new nursing home funding arrangements, former deficit-financed 
nursing homes for the aged have been transferred from coverage under the Nursing 
Homes Assistance Act 1974 to coverage under the National Health Act 1953. The 
deficit-financed arrangements ceased on 1 July 1987. However, the Commonwealth 
has undertaken that residents of deficit-financed homes at the introduction of the 
new funding arrangements will not have to pay any more than previously. The 
homes are, however, also required to move toward the standard fee by 1991. 

The average number of beds in homes approved under the National Health Act 
1953, together with the former deficit-financed homes for the aged, in 1986-87 was 
73 413: This is expected to increase to 73 449 in 1987-88 reflecting an increase of 
760 subsidised beds offset by a withdrawal of 724 underutilised government nursing 
home beds. 

The increased outlays in 1987-88 on recurrent nursing home benefits under the 
National Health Act 1953 reflect: 

• transfer of former deficit-financed nursing homes for the aged ($28!.3m); 
• the full and part year effects of an increase in the numbers of subsidised 

nursing home beds ($12.8m); 
•the full year effect of the November 1986 and 1July1987 increases in benefits 

and cost increases in respect of transferred deficit-financed homes ($83.9m); 
• movement toward a standard infrastructure cost under the new funding 

arrangements ($3.3m); and 
• savings announced in the May Statement-introduction of exempt beds, and 

withdrawal of underutilised government nursing home beds (-$3.Sm). 
The Government has also decided to adjust the approval scheduling of nursing 

home beds in 1987-88. This will result in savings of $3.0m in 1988-89. 

Nursing Home Capital Subsidies 
Capital assistance for the construction of nursing homes, provided under the 

Aged and Disabled Persons Homes Act 1954, is estimated at $14.lm for 1987-88. 
This outlay has previously been classified under Social Security and We/fare. 

Nursing Homes Assistance Subsidies 
Under the Nursing Homes Assistance Act 1974, the Commonwealth continues 

to meet the approved operating deficits of eligible non-profit nursing homes for 
disabled residents that participate in arrangements authorised by the Act and for 
certain approved services. As part of new initiatives announced in the 1986-87 
Budget to provide more appropriate accommodation for non-aged disabled people, 
69 special purpose nursing homes were gazetted to facilitate their transfer from the 
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Aged Persons Residential Program to the Disability Services Program on I July 
1988. This will allow accommodation services for younger disabled people, to be 
planned in an integrated fashion. The average number of beds for the non-aged 
disabled subsidised under the deficit financing arrangements in 1986-87 was 2 410 
and this is expected to increase to 2 490 in 1987-88. 

Domiciliary Nursing Care Benefits 
The Commonwealth pays a benefit of $42 per fortnight to eligible persons who 

provide care for approved patients at home as an alternative to institutional care. 
Patients must be aged 16 years or over, be in need of professional nursing care, and 
otherwise meet the criteria for admission to an approved nursing home. 

The average number of beneficiaries is expected to increase by 6% to about 
26 500 in 1987-88. 

Home Nursing Services 
The Commonwealth provides funding under the cost-shared Home and Com

munity Care Agreements with, the States for the provision of home nursing services 
to assist frail or at risk aged and young disabled people to continue to live in their 
own homes. (This funding was previously provided under the Home Nursing 
Subsidy Act 1956, which ceased to apply on I July 1987.) The increase in outlays 
reflects the full year effect of growth in 1986-87 and award increases, together with 
provision for further growth in 1987-88. 

Nursing Care for Veterans and Dependants 

The Commonwealth previously met the full costs of nursing home accommoda
tion required for veterans with service-related disabilities. From I January 1988 the 
responsibility for payment of the standard contribution will transfer from the 
Repatriation Commission to the patient as applies for other nursing home patients 
in the community, saving approximately $2.2m in 1987-88. 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 of the patient 
contribution. 

From 1 December 1987 home help services for veterans will be provided as for 
the rest of the community under the Home and Community Care Program. 
Additional funds will be provided on an unmatched basis for the Program in 
recognition of the additional care load. 

3.5 HEALTH SERVICES IN THE ACT, NEC 

The ACT Health Authority (ACTHA) provides health services to residents of 
the ACT and its surrounding region. The ACTHA budget, both its recurrent and 
capital components, are funded by hospital and other charges, by State-type revenue 
measures levied in the ACT and by Commonwealth subventions. The Authority's 
operations include the Woden Valley and Royal Canberra Hospitals, health centres, 
hostels for the intellectually handicapped, nursing homes and grants to organisations 
engaged in health activities, including the operating cost of Calvary Hospital which 
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is estimated to be $10.0m in 1987-88 ($10.lm in 1986-87). The increased provision 
of $21.8m reflects the full year effect of salary, wage and other cost increases and 
funding to provide for population growth in the ACT. The rise also includes $16.3m 
resulting from the Conciliation and Arbitration decision on nursing remuneration 
and structure. 

The ACT Budget receives payments under the Medicare Compensation Grants. 
The grant is estimated at $18.8m ($17.8m in 1986-87). Payment to the ACT under 
the Teaching Hospitals Capital Program will be $!.Om. Subject to the provision of 
matching funds, up to $0.3m may be available to the ACT for programs aimed, at 
reducing hospital waiting lists as part of the $25m program outlined in the Public 
Hospitals Section. 

Capital works outlays in 1987-88 through the National Capital Development 
Commission are estimated at $5.6m. This includes provision for a start on the 
construction of the Tuggeranong Health Centre (total estimated cost $6.0m). 

3.6 OTHER HEALTH SERVICES 

Medical Research Grants 
Walter and Eliza Hall Institute , 
Commonwealth Scrum Labor.itorics 
Australian Institute of Health 
Aids and Appliances . . . . . 
Blood Transfu$ion Services and Products . . 
Isolated Patients Tnivcl and Accommodation 

AssistanceSchemc .. 
N111iomd Drug Programs . 
Family Planning . . . . . . 
National Health Promotion Program 
Naiional Discll.scs Control Program 
Royal Flying Doctor Service , . 
AIDS control , . , 
Health Program Grants 
Public Health Program . . . . . . 
Community Health Facilities and Services 
Health Services for Aboriginals 
Other. 

Total. 

Medical Research Grants 

1985-86 1986-87 1987-88 
Actual Actual Estimate 

Sm 
51.3 
2.6 

12.8 
6,8 

34.7 
28.3 

t7.2 
22.5 

5.6 
1.3 
0.7 
6.4 
7.5 
2.9 

1\.6 
37.9 
23.5 

273.7 

Sm 
58.8 

1.6 
IS.8 
7.0 

39.2 
J0.5 

14.3 
23.7 
8.0 
2.5 
0.6 
9.5 

11.5 
4.2 
2.2 

12.3 
38.2 
25.7 

305.5 

Sm 
64.4 

18.0 
4.7 

31.7 
34.0 

1.0 
26.5 
9.2 
2,6 
0.5 

\0,0 
20.3 
4.6 
7.0 

12.8 
41.3 
25.9 

lt4.3 

Change 

Sm % 
5.5 9.4 

-1.6 -100.0 
2.2 13.8 

-2.3 -32.5 
-7.4 -19.0 

3.5 ll.5 

-13.3 -93.0 
2.8 11.7 
1.2 14.9 
0.1 3.9 

-0.2 -25.7 
0.5 5.4 
8.8 77.0 
0.4 8.8 
4.8 na 
0.4 3.5 
3.1 8.1 
0.2 0.9 

8.8 2.9 

The Commonwealth provides financial assistance for medical research through 
the Medical Research Endowment Fund. Payments of available moneys, both from 
the Commonwealth and from other sources such as gifts and bequests, are deter
mined by the Minister for Community Services and Health on the advice of the 
National Health and' Medical Research Council and acting, where necessary, in 
accordance with any conditions imposed by private benefactors. Assistance is pro
vided to universities and other institutions such as the Howard Florey Institute of 
Experimental Physiology and Medicine, the Walter and Eliza Hall Institute of 
Medical Research and the Baker Medical Research Institute and to individual 
research workers or trainees. Assistance may also be provided to Commonwealth 
and State Government departments. 
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Commonwealth Serum laboratories Commissio11 
The Commonwealth Serum Laboratories Commission (CSL) produces and dis

tributes pharmaceutical products. It also carries out functions determined by the 
Minister for Community Services and Health. These include research projects, 
maintenance of reserve stocks and the installation and maintenance of essential 
capital equipment. The Commonwealth reimburses CSL for the cost of carrying out 
these functions in accordance with section 38 of the Commonwealth Serum 
Laboratories Act 1961. · 

Of the amount provided for 1987-88, $9.6m is to continue work commenced in 
1983-84 to upgrade blood fractionation facilities, $3.9m for other plant and equip
ment costs, $2.Sm for research and reference centres and $1.Sm for maintenance of 
reserve stock. 

Australian Institute of Health (AIH) 

The AIH was established as an independent statutory body in July 1987. It is 
the health research and statistics arm of the Community Services and Health 
portfolio and also provides research and statistical support to the States and 
Territories through the Australian Health Ministers' Advisory Council. 

Aids and Appliances 

The Commonwealth provides through the National Acoustic Laboratories, at no 
cost to users, a range of hearing services to eligible pensioners, children and 
supporting parent beneficiaries. Services include hearing tests, provision, fitting and 
maintenance of hearing aids and the supply of hearing aid batteries. The laboratories 
a!so conduct a research and development program on hearing impairment, hearing 
aid technology and assistance to hearing impaired people, noise measurement and 
the effects of noise on people. 

In. Septem?er ~987 a program to subsidise the cost of syringes and other 
m~tenals to d1ab~t1cs ~om.menced o~eration. Under the program, the Australian 
Diabetes Foundallon dIStrtbutes syringes and test aids with Commonwealth and 
patient contributions meeting material and operational costs. 

The Commonwealth meets the full costs of stoma appliances distributed free of 
charge by stoma associations to persons who require them and artificial limbs 
provided under the Free Limbs Scheme by the Department of Veterans' Affairs to 
eligible persons. 

In 1986-87 $10.7m was provided to the States and the Territories for the 
P_rogra~ of Aids for Disabled People under which aids ( eg wheel chairs, walking 
aids, sp~mts and home modifications) were provided to disabled people not eligible 
to receive them under other government programs. As announced in the May 
Statement, funding for this program was transferred to the States which assumed 
responsibility for provision of aids for the disabled from 1 July 1987. $10.5m has 
been included in general revenue assistance in 1987-88 for this purpose. 

Blood Transfusion Services and Products 

The annual operating costs of the Red Cross Society's Blood Transfusion Service 
(BTS) in the States are shared by the States (60%), the Society (the lower of 5% 
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of operating costs and 10% of the previous year's income from donations) and the 
Commonwealth (the balance). Approved capital costs are shared between the 
Commonwealth and the States on a $ for $ basis. 

Blood collected by the BTS is processed by the Commonwealth Serum Labora
tories Commission (CSL) and blood products are supplied, free of charge (excluding 
freight), to hospitals and approved pathologists for use in medical treatment and 
analysis. The Commonwealth reimburses CSL for the cost of processing the blood. 
Of the $34.0m provided in 1987-88, $17.4m is for BTS and $16.6m for CSL blood 
processing. 

Isolated Patients Travel and Accommodation Assistance Scheme 

This scheme was abolished in January 1987. The 1987-88 estimate provides 
funding for the outstanding claims. 

National Drug Programs 

The Commonwealth will continue to fund at the same real level as in 1986-87 
the National Campaign Against Drug Abuse and the National Drug Education 
Program. The programs include drug abuse treatment, rehabilitation and prevention 
programs, the 'Drug Offensive' public information campaign, the development of 
national drug abuse data together with research and evaluation. Of the total 
provided in 1987-88, $15.7m is for the States, including cost-shared funds for 
projects approved by the Ministerial Council on Drug Strategy. 

Family Planning 

Commonwealth assistance in 1987-88 to non-government family planning asso
ciations includes $9.2m for clinical services (part of which is paid in lieu of benefit 
for medical services provided in clinics). Additional assistance, classified under 
Social Security and We/fare, is provided for education and training ($1.lm) and 
for national family planning secretariats ($0.3m). 

National Health Promotion Program 

This item provides for projects which are directed towards supporting commu
nity based initiatives to promote better health and prevent illness as well as the 
establishment of preventative health strategies throughout Australia including the 
development of those recommended by the Better Health Commission. 

National Diseases Control Program 
This program is to be phased out in 1987-88 with savings of $0.2m and $0.7m 

in a full year. 

Royal Flying Doctor Service (RFDS) 

The Commonwealth is currently subsidising the RFDS to the extent of 45% of 
annual operating costs (matched $ for $ with the States) and, in addition, provides 
a substantial contribution to capital costs. 
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Acquired Immune Deficiency Syndrome (AIDS) 

The Commonwealth is to expand substantially its efforts in this area. Of the 
$20.3m to be provided in 1987-88, $9.3m has been aUocated for cost-shared 
programs with the States, including $2.1 m for blood donation screening; $1 m for a 
pilot evaluation program for the treatment drug AZT, and $6.2m for education, 
prevention, counselling, screening and domiciliary services. AIDS research is as
signed $3.0m, and the national education campaign run by the Nasional Advisory 
Committee on AIDS (NACAIDS) $4.0m. Other community grants, education 
workshops and AIDS information exchange programs are provided $3.4m. 

Health Program Grants 

Health Program Grants, authorised under the Health Insurance Act 1973, are 
payable to eligible organisations to meet the cost, or such proportion of the cost as 
the Minister for Community Services and Health may determine, of approved 
health related services. 

Public Health Program 

This program was introduced in the 1986 Budget following the Government's 
consideration of the Kerr-White report on public health education and research. Of 
the total $7.0m provided in 1987-88, tertiary education institutions will receive 
$5.7m to fund courses and programs in public health. The remaining $1.3m will be 
provided for public health research activities administered by the National Health 
and Medical Research Council, 

Community Health Facilities and Services 

Under the National Community Health Program the Commonwealth promotes 
the broad concepts of community health such as community participation, self-help 
and multi-disciplinary approaches to health care (eg through support to voluntary 
associations operating at the national level). 

Most of the funding is for the Family Medicine Program ($8.2m was provided 
in 1986-87)-a vocational training program organised by the Royal Australian 
College of General Practitioners for medical graduates wishing to enter general 
practice. 

The balance comprises grants to various non-government organisations which 
are national in character. 

The Commonwealth will also provide a further $21.4m to the States under the 
Medicare arrangements for new or expanded community health services (see 'Hos
pital Services and Benefits' above). 

Health Services for Aboriginals 

The Government is committed to raising Aboriginal health standards to the 
level enjoyed by other Australians. Strategies directed at improving Aboriginal 
health emphasise improvement of environmental conditions, domiciliary hygiene and 
preventative education programs coupled with the promotion of Aboriginal partici
pation and decision-making in health care delivery. 
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Of the amount provided for Aboriginal health programs in 1987-88, $23.6m 
($19.6m in 1986-87) is expected to be applied to the operating costs of 55 
Aboriginal Health Services, including 4 established or first funded during 1986-87. 
These services cater for a variety of needs including general medical services, 
dentists, nurses, referrals, social work, nutrition and health education. Some $4.6m 
will be allocated for programs to combat problems caused by alcohol, illicit drugs 
and the sniffing of volatile substances such as petrol and glue. In addition, $0.1 m 
($0.lm in 1986-87) is provided for national consultations and co-ordination in 
respect of national Aboriginal health policy. 

Aboriginal people are also encouraged to make better use of the health services 
available to the general community. The balance of the funds provided under this 
heading, $13.0m ($13.4m in 1986-87), is expected to be provided as specific purpose 
grants to the States to supplement State government provisions for the health needs 
of Aboriginals and for improving Aboriginal access to State public health services. 

Other 

This category includes outlays on environmental, social and other public health 
activities including human quarantine, health advisory committees and outlays under 
the Therapeutic Goods Act 1966. Also included is provision for act of grace 
payments, to meet additional costs incurred in sending patients with life threatening 
diseases overseas for treatment unavailable in Australia; the Commonwealth's con
tribution to establishment and operational costs of a national centre for liver 
transplantation on a cost-shared basis with NSW; reciprocal health care agreements; 
and payments towards the operational costs of the Australian Medical Council. 

3.7 GENERAL ADMINISTRATION 

1985-86 1986-87 1987~88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
General Admtnistration 49.3 52.2 56.2 4.0 7.7 Vctcrans'Alfairs 6.6 0.6 0.2 -0.4 -62.I 
Community Scrvic~ a~d H~lth

0 

11.9 13.9 15.2 1.3 9.7 Building and Works 8.3 7.2 3.7 -3.5 -48.4 
Recoveries. , 4.4Cr S.7Cr 4.SCr I.I 20.0 

Total, 71.S 68.3 70.8 2.6 3.8 

Outlays under this heading comprise the general administrative and capital 
expenses of the Community Services and Health portfolio relating to the Health 
function. Major exclusions are the administrative expenses of laboratories and 
pharmaceutical benefits processing costs-included in the relevant sub-function 
above. 

139 



4. SOCIAL SECURITY AND WELFARE 

The Australian social security system protects people from economic hardship 
resulting from the loss of earnings through age, disability, sickness, unemployment 
or the death, desertion or long-term separation of a supporting spouse. It also 
compensates veterans for service-related disabilities and the dependants of those 
whose deaths are service~related and assiSts parents with the expenses of raising 
children. Much of this assistance is provided as cash benefits. 

In addition, a wide range of welfare services for people with special needs is 
provided either directly or through State and local government authorities and 
voluntary agencies. Assistance is, provided in a variety of forms for the advancement 
of Aboriginal people. Details of specific programs and entitlements are provided in 
Annual Reports of relevant departments or authorities. 

Assistance is also provided indirectly through the personal income tax system. 
For example, concessional income tax rebates provide relief for pensioners and 
beneficiaries, the dependent spouse and sole parent rebates assist single income 
families and the deductions allowed for gifts to certain welfare bodies provide 
indirect assistance to the organisations concerned. 

SUMMARY OF SOCIAL SECURITY AND WELFARE OUTLAYS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

$m Sm Sm Sm % 
4.1 Assistanl'e to rhe Aged 6 063.4 6479.l 7254.8 715.7 12.0 
4.2 Assistance to Veterans and their 

Dependants • 2 574.3 2753.8 3127.0 373.2 13.6 
4.3 Assistance to the Handicapped 1946.0 1218.0 2506.2 288.2 13.0 
4.4 Assistance to Wido"'s and Sole 

Parenis 2162.5 2319.4 2521.3 201.9 8.7 
4.5 Assistance lo Families 1748.9 1634.3 1797.5 163.2 10.0 •.. A~sistance to the Unemployed 

and Sick • 3622.J 4001.8 4156.2 J4S.4 3.7 
4.7 Other Wclfa;e Proira~s: 171.9 180.7 194.9 14.2 7.9 
4.8 Aboriginal Ad,.ancement Pro· 

grams nee 133.6 149.5 198.S 49.0 32.8 
4.9 General Administration , 728.6 794.2 847.7 53.5 6.7 
4.IO Recot-cries and Rtpafments, 1.?Cr 3.2Cr S.OCr -1.8 -SS.4 

TOTAL . 19143.7 20533.5 22599,0 2065.5 10.1 

Total direct outlays on social security and welfare are estimated to be $22 599.0m 
in 1987-88 which is 28.9% of total budget outlays. The increase over 1986-87 is 
$2065.5m or 10.1%. 

Outlays on social security and welfare have remained a fairly constant propor
tion of Commonwealth outlays in recent years. In 1983-84 social security and 
welfare spending represented some 31.4% of Commonwealth outlays net of debt 
service charges. In 1987-88 it is expected to be some 32.1%. 

Over the five years from 1983-84 to 1987-88, total outlays on social security and 
welfare .are estimated to increase by $6227 .2m or 38%. The forecast increase in the 
CPI over the same period is 32.3%. 

The following charts show total outlays on social security and welfare as a 
proportion of total Commonwealth outlays and the movement in major components 
of the functional outlays between 1983-84 and 1987-88. 
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CHART 1. 50.CIAL SECURITY AND WELFARE 
PROPORTION OF TOTAL OUTLAYS AND OF FUNCTION 
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CHART 2. SOCIAL SECURITY AND WELFARE OUTLAYS 
BY SUB FUNCTION 

1983-84 TO 1987-88 
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Changes made over the life of this Government have signalled a significant 
reordering of priorities in the social security and welfare area. This has involved 
mainly a redistribution from those with the capacity to look after themselves and 
has not been at the expense of those most in need. 

Decisions have been taken to: 
• improve the targeting of assistance ( eg assets test, over 70s income testing); 
• combat fraud and abuse and curtail unintended use (eg tightening of unem

ployment and sole parent pension and benefit administration, increase general 
review activity, improve debt recovery procedures and computer matching of 
data); and 

• more efficient administration at no cost to recipients (eg direct credits). 
These measures have contributed to the capacity to increase assistance to those 

in greatest need including: 
• considerable increases in unemployment benefit rates; 
• increased assistance for children in low income families and those renting 

privately; 
• a change in the focus of health/welfare services for the aged from an undue 

reliance on institutional care (primarily in nursing homes) to home and 
community care; and 

• a commitment to the provision of an additional 20 000 child care places 
through the Children's Services Program and better targeting of the child care 
subsidy arrangements. 

These efforts to increase the quality of social security and welfare expenditure 
have been continued in this budget. Further measures have been taken to tighten 
the administration of income support payments to ensure that benefits are directed 
to those most in need and to encourage recipients to find employment. 

These measures, some of which were announced in the May Statement, have 
enabled the Government to significantly enhance assistance for low income families. 

As part of its 1987 election policy speech the Government announced its 
intention to restructure income support for families with children and phase in a 
new program of income tested assistance for families. This program of assistance 
will be progressively introduced from December 1987. It will initially comprise: 

• an increase in the rates of additional pension/benefit from $17 to $22 per 
week for dependent children aged 12 years or less and from $17 to $28 per 
week for children aged 13, 14 and 15 years; 

• replacement of family income supplement by the new family allowance sup
plement to be paid at the higher rates equivalent to additional pension/benefit; 

• an increase in the income test threshold for family allowance supplement 
payments to non pensioner /beneficiary recipients from $257 to $300 a week 
for one child (with an additional $12 a week disregard for each additional 
child); 

• the direction of child payments to the parent primarily responsible for the 
care of children (usually the mother); 

• the extension of rent assistance of up to $15 a week to family allowance 
supplement recipients and the extension of rent assistance to all- beneficiaries 
with dependent children payable without the need for a six month waiting 
period; 
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• replacement of the two tiered handicapped child's allowance with a child 
disability allowance at a higher rate of $112 a month, free of income test, for 
all severely, and marginally less than severely, disabled children; and 

• replacement of eligibility for the dependant's allowance under AUSTUDY, 
ABSEC and ABSTUDY with eligibility for the family allowance supplement. 
(This measure is expected to increase family allowance supplement outlays by 
$3.8m in 1987-88 and $12.Sm in 1988-89 with similar offsetting savings to 
education outlays). 

This package of initiatives is expected to increase outlays across a range of 
pensions and benefits by $239.9m in 1987-88 and $489.8m in 1988-89. Further 
information on these initiatives can be found under relevant sections below. 

In the May Statement the Government announced a large number of changes 
to improve administration, strengthen eligibility criteria and counter fraud and abuse 
in the payment of Commonwealth income support payments. 

Some of these measures are specific to particular client groups and are described 
in relevant parts of the sections below. Those that have general application include: 

• the strengthening of residency requirements for eligibility of temporary entrants 
and prohibited non-citizens to benefits; 

• the preclusion of child payments where the child has not yet been brought to 
Australia; 

• the imposition of an administration charge on overpayments not repaid within 
three months; 

• an increase in debt recovery powers; 
• an increase by I% (to II%) in the withholding rate applied to recover 

overpayments from continuing income support payments; 
• a higher level of recovery activity by the deployment of specialist staff; 
• the introduction of provisions requiring ex-clients and third parties to provide 

greater information in respect of the financial circumstances of ex-clients with 
outstanding debts; 

• the greater use of the records of the Australian Taxation Office and the 
education records of the Department of Employment, Education and Training 
to identify overpayments and fraudulent behaviour; 

• the introduction of a computer assisted decision making package to ensure 
consistency and improve initial determination of eligibility; 

• the introduction of provisions to allow access on request to external (non
government) records pertaining to a client's financial circumstances; and 

• the standardisation across benefits of arrears entitlements following delayed 
application for assistance or a successful appeal. 

May Statement initiatives affecting assistance other than income support pay
ments are described in relevant parts of the section below. 

In this Budget the Government is announcing a number of additional measures 
to complement and strengthen the above May Statement measures. Again, some of 
these measures are specific to particular client groups and are described in relevant 
sections below. Those that apply to a number of income support payments include: 

• a tightening of the definition of income to ensure that where an investment 
produces a deferred income type return, the income from such investments 
purchased after I January 1988 is accrued on a regular basis throughout the 
life of the investment; 
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• a tightening of the disposal of property provisions in the assets test and the 
introduction of a formal deeming schedule into the assets test hardship provi
sions; and 

• a further 3% increase in the withholding rate (to 14%) to be applied to recover 
overpayments from continuing income support payments (initially increased 
from !0% to 11 % in the May Statement-see above). 

The Government has also decided to provide additional assistance to a range of 
income support recipients through the introduction of the following measures: 

• from I November 1987 a system of earnings credits will be introduced to 
allow age, service, invalid, wife and widow pensioners and supporting parent 
beneficiaries to earn a limited amount over a short period without having their 
pension reduced or losing their fringe benefit entitlement. A maximum credit 
of $!000 will apply. This initiative is expected to, increase outlays on a range 
of pensions and benefits (including service pensions) by $3.4m in 1987-88 and 
$4.6m in 1988-89; 

• from 1 January 1988 pensioner health benefit cardholders will be permitted to 
retain their fringe benefits for a period of three months if their private income 
rises by no more than 25% above the current income limits-expected to 
increase outlays across a range of departments and programs by $0.3m in 
1987-88 and $0.6m in 1988-89; 

• from I February 1988 beneficiary couples who are separated indefinitely by ill 
health will be paid at the higher single rate of benefit on a similar basis to 
that currently available to pensioners~expected to increase outlays on a range 
of benefits by $0.2m in 1987-88 and $0.4m in 1988-89; and 

• from I February 1988 carer's pension will be extended to persons who are not 
close relatives of, but who are providing constant care and attention to, 
severely physically or mentally disabled age or invalid pensianets living in the 
same home-expected to increase outlays by $0.lm in 1987-88 and $0.2m in 
1988-89. 

On I March 1988 a new child maintenance scheme will commence. A key 
objective of the Government in implementing this scheme is to ensure parents 
continue to provide financial support for their children following the breakdown of 
marriage. 

The initial stage of the scheme involves the establishment of a Child Support 
Agency (CSA) under the control of the Commissioner of Taxation to collect child 
maintenance orders, the level of which will continue to be determined by the 
Family Court. New legislative guidelines on maintenance will be included in the 
Family Law Act to encourage the Courts to increase the general level of mainte
nance support awarded. (In the subsequent stage of the scheme the level of child 
support will be calculated using a legislative formula with right of appeal to the 
Family Court.) 

• The scheme will provide far the collection of maintenance for children of 
marriages that dissolve after the introduction of the scheme as well as for the 
children of sale parent pensioners and beneficiaries who separated prior to the 
scheme and who have an existing maintenance order which would effect 
pension entitlement through the imposition of the income test. 

• The Child Support Agency will be responsible for the collection of mainte
nance payments from non-custodial parents with PAYE taxpayers having 
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contributions deducted from their wages. The self employed will make monthly 
payments' to the agency. 

• Maintenance payments will be distributed to custodial parents by the Depart
ment of Social Security. Where the custodial parent is in receipt of Common
wealth income support, pension entitlement will be subject ta a separate 
income test. The test will, after a free area of $15 a week for the first child 
and an additional $5 for each subsequent child, reduce pension entitlement by 
60 cents for each dollar of maintenance received. The income test is expected 
to reduce outlays on widow's pension and supporting parent's benefits by $27m 
in 1987-88 and $145m in 1988-89. 

To ensure that existing maintenance recipients are not disadvantaged by these 
initiatives the Government has decided to protect custodial parents receiving main
tenance before 15 September 1987 from an undue decline in income via the 
introduction of the separate income test on maintenance payments. This protection 
provision is expected to reduce the above savings on sale parent pension outlays by 
$3m in 1987-88 and $6m in 1988-89. 

4.1 ASSISTANCE TO THE AGED 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm sm Sm Sm % 
Age Pensions and Allowances . . 5897.2 6257.1 6980.5 723.J 11.6 
Aged Persons' Homes and Hostels . 36.8 49.9 65.3 15.4 30.9 
Home and Community Care. 70.J 104.8 116.2 ll.4 I0.8 
Hostel Care Subsidies . 59.0 67.0 92.B 25.8 38.5 
Other . 0.2 0.2 -0.2 -100.0 

Total. 6063.4 6479.1 7254.8 775.7 12.0 

Age Pensions and Allowances 

Outlays on age pensions and allowances. represent 30.9% of total social security 
and welfare outlays and 35% of the total functional increase. 

The following chart shows the movement in outlays on age pensions between 
1983-84 and 1987-88 together with the movement in age pensioner numbers over 
the same period. 
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While outlays on age pensions accounts for 30.9% of social security and welfare 
outlays they account for only 26.8% of total growth over the five years. The major 
factor influencing growth in outlays over the five year period has been twice yearly 
automatic indexation. The number of people expected to be on age pensions at 30 
June 1988 is l.,;s than at 30 June 1983, partly because of the tightening of pension 
means test arrangements-the introduction of the over 70s income test from 
November 1983 and the assets testing of pensioners from March 1985-and the 
eligibility of many for service pension in lieu of age pension. Another factor 
contributing to the relatively slow growth in age pension outlays over the five year 
period has been the increasing relative means of those reaching age pension age. 

The number of age pensioners is expected to rise from 1 347 000 at 30 June 
1987 to l 350 000 at 30 June 1988, an increase of 0.2%. 

Age pensions are payable to women aged 60 years and over and to men aged 
65 years and over. Claimants must satisfy residency requirements and the pension 
is subject to income and assets tests. 

From July 1987, the amount of income a pensioner is able to earn before the 
pension begins to be reduced under the income test was increased from $30 to $40 
per week for single persons, from $50 to $70 per week for married couples with 
the addition for each child increased from $6 to $12 per week. Under the assets 
test, for single homeowners the principal residence and the first $83 250 of other 
assets is exempt. For single non-homeowners, the first $143 250 is exempt. The 
corresponding figures for pensioner couples are $118 500 and $178 500 respectively. 
The maximum rate of pension is reduced at the rate of $20 per week for each 
additional $10 000 of assets above these amounts. These assets test limits are 
increased in June each year in line with the movements in the Consumer Price 
Index between the preceding December quarters. 

The following payments may be made in association with the age pension: 
• Wife's pension, payable to the wife of an age (or invalid or service) pensioner 

who does not receive another pension in her own right; 
• Carer's pension, payable to a person caring at home on a long term basis for 

a severely handicapped age (or invalid) pensioner spouse or near relative 
(from 1 February 1988 carer's pension will be available to non relatives 
providing constant care); 

• Additional pension for children, available to pensioners with children under 
16 and at a reduced rate, dependent full-time students aged 16 to 24; 

• Mother's/guardian's allowance, payable to single pensioners with children or 
dependent full time students aged 16 to 24; 

• Rent assistance, available to pensioners who pay rent or board and lodging to 
landlords other than State housing authorities; and 

• Remote area allowance, payable to pensioners living in Income Tax Zone A. 

Most of these payments are also made in association with service, invalid and 
widow's pensions, supporting parent's benefits, unemployment, sickness and special 
benefits, sheltered employment allowance and rehabilitation allowance. 

The current maximum weekly rates of pension and additional payments are set 
out below. Those rates apply to age, service, invalid and widow's pensions, support· 
ing parent's benefits and sheltered employment and rehabilitation allowances. 
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Pensions and Additional Payments 

Pensions 
Single rate of pension . , . , . 
Married rate of pension (each person) 

Additional Payments 
Additional pension for each child (a) (b} 
Moihcr's/guardian's allowance . , . 
Rent assistance ... , , . , , 

Current 
Maximum 

Rate 

.S per week 

112.15 
93.50 

17.00 
12.00 

. 15.00 

(a) ~~e~f~~c~~~eerd 
1
i6 ;:~~;~)~he family allowance supplement rrom 24 December 1987 (see below for new 

(b) For s~~dent children 16 years and ~ver receiving AUSTUDY $14 per week is payable until January 1988 
:~ wmt:r~~~~~i~~ ~~~:~~~0~~11r~~~.J:. years and over not receiving AUSTUDY the Sl7 per week 

T~ provi~e for movements in the cost of living the basic rates of pension will 
be adjusted in December 1987 by the percentage increase in the CPI for the six 
mont.hs to June 1987, and in June 1988 by the percentage increase in the CPI for 
the six months to December 1987. 

As part of the families package (see above) additional pension for children 
under 16 years of age will be increased in line with the new family allowance 
su~ple~ent from 24 .December 1987. The rate will rise by $5 per week for each 
chdd with a ~urther increase ~f $6 per week payable for each child aged 13 to 15 
years. These increases are esllmated to increase age pension outlays by $l.2m in 
1987-88 and $2.9m in 1988-89. 

In the May Statement the Government announced improved assessment proce
dures for bo~h the Departments of Socia! Security and Veterans' Affairs in relation 
~o complex inve5tment products. Th.,;e measures will improve the integrity of the 
~ncome test and are expe~ted to result in savings in age pension outlays of $!0.4m 
in 198?·88 and $1 ~.6m in 1988-89. Additional savings of $2.8m in 1987-88 and 
$5.4'?' m 1988-89 will accrue to other pension and benefit outlays, including service 
penSton outlays. 

The Government also announced from late June 1987 the abolition of a savings 
clau~e whereby. some tenants renting through State housing authorities could still 
receJve. re?t ~ssistance _and thus receive a larger subsidy than those pensioners and 
ben_efic1ar1es in the pnvate rental market. This measure is expected to result in 
s;ivings o~ age pens10n outlays of $5.7m in 1987-88 and $4.4m in 1988·89. Addi
tion~! savmgs of $4.7m in 1987-88 and $3.7m in 1988-89 will accrue to other 
penSton and benefit outlays, including service pension outlays. 

. In ad~ition, the Government announced that from October 1987 carer's pension 
will not, m future, .be payable overseas except where such eligibility is provided for 
under a formal reciprocal agreement. (Those in receipt at May 1987 will have their 
entitlement preserved until 13 May 1988.) 

Aged Persons' Homes and Hostels 

!-lnder the 'fl!ed or Disabled Persons Homes Act 1954, the Commonwealth assists 
m the provision of accommodation for aged or disabled people aged 16 years or 
over. ?~nerally gr.ants are made on a $2 for $1 basis up to certain maximum limits 
to religious, chantable and other approved organisations and local government 
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bodies to meet the cost of erection, extension or purchase of facilities. The maximum 
subsidies are reviewed periodically and, for approved projects commencing after 19 
August 1986, the subsidy limits are $20 200 for single and $23 450 for double 
accommodation units, with a maximum subsidy of $1920 per unit for land costs. 

To continue implementation of the Nursing Homes and Hostels Review recom
mendations the Government has further increased capital funding for residential 
care to expand hostel accommodation for the aged. This expansion will be further 
assisted by the Government's decision, announced in May, to amend the capital 
funding arrangements under the Act to encourage new accommodation and ap
proaches to funding, including provision for residents to contribute more to the 
capital costs of hostels. Expenditure under the Act is estimated at $64.7m in 
1987-88-an increase of $1 L2m on 1986-87. Of this amount, $14.lm is for nursing 
home accommodation and appears under the function 3. Health (3.4 Nursing 
Home Subsidies and Domiciliary Care Services). To overcome the difficulties faced 
by financially disadvantaged groups in complying with matching arrangements 
provision has been made for up to 100% capital funding for these groups. 

$0.8m will be spent on aged accommodation projects approved under the Aged 
or Disabled Persons Hostels Act 1972 which is a terminating program, with no 
new approvals. 

Total outlays on the purchase or construction of aged persons' accommodation 
is expected to be $65.Sm, an increase of $9.7m or 18.1%. 

Grants for pensioner accommodation under housing arrangements with the 
States are included under the function 5. Housing and Community Amenities, nee. 

As part of its strategy to implement the Nursing Homes and Hostels Review 
recommendations the Government is expanding geriatric assessment services. An 
expanded network of 63 assessment teams will assist in better targeting the use of 
nursing homes and hostels and ensure that clients are aware of the full range of 
available residential and community care services. Estimated outlays on geriatric 
assessment in 1987 .. 88 is $7.3m, an increase of $1.lm, which includes provision for 
up to 9 new assessment teams and expansion of some of the 54 existing teams. 

As part of its Nursing Homes and Hostels Review implementation strategy, the 
Government has decided to increase funding for services to respond to the residen
tial needs of special groups. $6.4m has been allocated for 1987-88, an increase of 
$3.9m or 156% on 1986-87 outlays of $2.Sm. This includes $4.6m for supplementary 
services, including care for dementia sufferers, and $1.Sm for special needs groups 
such as Aboriginals and the ethnic aged. 

Home and Community Care 

Under the Home and Community Care Act 1985 the Commonwealth, in conjunc
tion with the States, provides a comprehensive range of integrated home and 
community care (HACC) services for frail or at risk aged people and younger 
disabled people to help them to continue to live in their own homes. 

The Act subsumes services previously provided under the Delivered Meals 
Subsidy Act 1970, States Grants (Paramedical Services) Act 1969, States Grants 
{Home Care) Act 1969 and the Home Nursing Subsidy Act 1956. Outlays under 
this last Act and outlays on home nursing services under HACC are included in 
the function 3. Health. 

148 

Funding in 1987-88 will be cost-shared with the States based upon levels of 
expenditure in 1986-87. The Commonwealth is providing $176.9m, an increase of 
$41.Sm reflecting anticipated levels of State expenditure in 1987-88. This amount 
also includes $16.2m for the agreed roll over of unspent $2 for $1 moneys available 
in 1986-87 and $Sm in new unmatched funds to test new and innovative methods 
of delivering services (to be particularly targeted at those people most at risk of 
institutionalisation). Of the $176.9m to be provided in 1987-88 under HACC, 
$61.Sm appears under the function 3. Health (3.4 Nursing Home S11bsldles and 
Domiciliary Care Services). 

Hostel Care Subsidies 

Under the Aged or Disabled Persons Homes Act 1954, the Commonwealth pays 
personal, hostel a~d respite care subsidies to eligible organisations providing hostel 
type accommodation for aged or disabled people. These subsidies are automatically 
indexed in October/November each year. 

The Hostel Care Subsidy is paid to residents of eligible hostels to assist organi
sations to provide hostel services such as meals, laundry, cleaning and social 
activities. The current subsidy rate of $1.95 per day will be increased in October 
1987. 

The personal care subsidy is provided to assist organisations to provide a higher 
level of _care for ~ore dependent r.esidents. The current subsidy of $11 per day will 
also be mcreased m October 1987. To further assist hostels to accommodate frail 
aged people who would otherwise be in more expensive nursing homes, the Govern
ment has decided that the personal care subsidy will be increased-in addition to 
normal indexation-by five annual real increases of $1.50 per day, commencing in 
May 1988. 

The respite care bed subsidy is provided to organisations to encourage provision 
of respite care beds in hostels for aged and disabled persons who temporarily cannot 
care for themselves or whose carers need short term relief. The current subsidy of 
$7.50 per day will be increased in October 1987 to maintain its real value. 

Outlays on all hostel care subsidies are estimated to total $92.8m in 1987-88. 
This represents an increase of $25.8m or 38.5% on 1986-87 outlays, and provides 
for an average of 38 320 subsidies in 1987-88, comprising 19 625 hostel care 
subsidies, 18 115 personal care subsidies and 580 respite care subsidies. 

The following chart illustrates the movement in the average number of hostel 
subsidies paid and associated aggregrate outlays over the period 1984-85 to 
1987-88. The significant growth in expenditure since 1986 reflects the Government's 
decision in the 1986-87 Budget to provide automatic indexation of hostel subsidy 
levels, as well as a one-off increase in personal care subsidies of $2.60 a day (to 
$11.00 a day) from 6 May 1987. 
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4.2 ASSISTANCE TO VETERANS AND THEIR DEPENDANTS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
11.0 

Disability Pensions and Allowances 957.3 I 007.8 1119.0 111.3 
1 617.0 1745.9 2007.9 262.0 15.0 

Service Pensions. 0.1 0.1 0.1 -38.0 
Other . 

Total . 2574.3 2753.8 3127.0 373.2 13.6 

Disability Pensions and Allowances • d 
Outlays under this classification have risen from $729.m .in 198~-8~ ~o an estimate, 
$1119 Om in 1987-88. In that time numbers of beneficianes of dtsab1hty, depe~dant s 
and .;ar widow's pensions will have fallen by 45 300 fro~ 41o.500 to an estimated 
365 200 at 30 June 1988. The growth in outlays, despite th~ tre?d, ha~ la'.gely 
resulted from increased numbers of recipients in those cat~gones being paid ?•gher 
rates of pension-notably special rate (T and Pl) pensioners and war widows. 
Indexation of benefits has also played a major role in the increase in outlays. 

Of the estimated increase between 1986-87 and 1987~88do~ $1ll~8~r 1
:

0
;;:;;: 

results from indexation increases in December 1987 an une an. . · 
results from the full year effect of indexation during 198~d87. ~~~~ 4~m::~; variations reflect increased numbers of war and defence w1 ow~. . 27 
offset by expected reductions in arrears payments ($8m). In add11io~, t~e~e$;~elm 
pension paydays during 1987-88 which will increase outlays by an esllma e · · 

Disability pensions may be paid to eligible veterans with qualifying service who are 
suffering incapacity from an injury or disease which has been accepted as war 
caused, and to widows and dependants of veterans whose death was war caused. 

The three main categories of disability pension can be described as follows: . 
, when the incapacity does not prevent employment the amount payable vanes 

according to the assessed degree of incapacity from l 0% to 100% of the 
maximum General Rate; 
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• the Intermediate Rate is payable to a veteran who can work only part time 
or intermittently and consequently suffers a loss of income; and 

• the Special Rate is payable where a veteran is so incapacitated as to be unable 
to work for more than 8 hours per week. 

Disability pension is not subject to personal income tax or an income or assets test. 

A war or defence widow's pension is payable to· the widow of a veteran whose 
death was war caused or who was eligible to receive a pension at the Special Rate. 
An orphan's pension is payable in respect of the veteran's children. 

Various allowances provided to supplement the disability pension include: 
• Temporary Totally Incapacitated (TT!) pension, available to a veteran who 

has been so classified; 
• Temporary Incapacity Allowance, payable to veterans while undergoing hos

pitalisation and convalescence or treatment; and 
• Loss of Earnings Allowance, paid to veterans who suffer loss of earnings 

during the investigation of a claim or while receiving medical treatment. 

The current rates of pensions are shown in the following table: 

DISABILITY PENSIONS 

Special Rate .... , 
Intermediate Rate . , , 
General Rate (100%) . . 
War and Defence Widow . 

CURRENT 
RATE 

$per week 
209.00 
143.90 
78.80 

124.15 

At 30 June 1987 there were 375 112 veterans and veterans' dependants in receipt 
of pensions because of veterans' disabilities or war caused deaths. By June 1988 the 
number is estimated to fall to around 365 200. The following table shows numbers 
of recipients by category at 30 June 1987 and estimated numbers at 30 June 1988. 

Al At 
30 June 30 June 

1987 1988 Change 

% 
Incapacitated veterans-

Special rate 23010 22500 -2.2 
Intermediate rate . 916 890 -2.8 

General, rate-
100%. 22468 23200 3.3 
10%-95% 122863 121200 -1.4 

Dependants of
0

inc°ap~cit~tcd ... ~tc~n~ 132971 121 770 -8.4 
War Widows (a) 72884 75650 3.8 

(a) Includes dependants of war widows. 

Service Pensions 
Between 1983-84 and 1987-88 service pension outlays are expected to increase by 
$714m (55%) from $1294m to $2008m. This increase reflects automatic indexation 
of benefits and the increase in the eligible population as veterans of the Second 
World War reach retiring age. Numbers of recipients are expected to increase from 
341148 at 30 June 1983 to 400000 at 30 June 1988. The number of pensioners 
peaked in 1986-87 (404 794 pensioners at June 1987). The decline is expected to 
continue so that by 30 June 1991 pensioner numbers are estimated to be 372 000. 

151 



The following chart shows the movement in outlays on service pensions between 
1983-84 and 1987-88 together with the movement in service pensioner numbers 
over the same period. 

CHART 6. SERVICE PENSIONS 
NUHBER OF RECIPIENTS !AT 30 JUNE) ANO OUTLAYS 

1983•84 TO 1987·8B 

1965-SS 1986-67 1967-BB 

Rectpients 
1ooooos 

Outlays 
sooo111 

c:::::J 

Of the increase in 1987-88 over 1986-87 of $262m, $45.3m results from indexation 
increases in December 1987 and June 1988 and $140.1 results from the full year 
effect of indexation during 1986-87 offset by $12.5m reflecting decreases in pensioner 
numbers and $4.lm from the May Statement measure to increase activity to recover 
overpayments. In addition, there will be 27 pension paydays during 1987-88 
which will increase outlays by an estimated $67.2m. 

Service pensions are payable to veterans who served in a theatre of war and have 
reached the age of 55 years (female) or 60 years (male) or who are permanently 
incapacitated for work. Service pensions are also available to certain Commonwealth 
and allied veterans and mariners who satisfy residency requirementsc 

Service pensions carry the same rates and range of additional payments as age 
pensions, and are similarly indexed in line with movements in the CPI. 

Service pensions are subject to the same income and assets test arrangements as 
social security pensions, except that any disability pension received is not regarded 
as income for service pension income test purposes. 

Other 

This amount consists of grants to veterans' associations. 
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4.3 ASSISTANCE TO THE HANDICAPPED 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm $m Sm Sm % Invalid Pensions and Allowances 1673.5 1912.2 2154.2 242.1 12.7 Sheltered Employment Allowance : 58.6 63.9 74.4 10.5 16.4 Mobilily Allowance. , , , . . 6.0 6,9 7.6 0.7 10.3 Rehabilitation Allowance , , . , 25.9 25.4 27.4 2.0 7.8 liandicappcd Child's Allowances (a) : 31.2 29.1 43.3 14.2 48.9 Disability Services Program . . . . 110.2 127.1 150.9 23.8 18,7 Rehabilitation Services. . . . , . 40.6 53.S 48.4 -S.1 -9.5 
Total. 1946.0 2218,0 2506.2 288.2 13.0 

(a) To be replaced by the child disability allowance from 24 December 1987. 

InvaUd Pensions and Allowances 

Outlays on invalid pensions and allowances represent 9.5% of total social security 
and welfare outlays and l l. 7% of the total functional increase. 

The following chart shows the movement in outlays on invalid pensions between 
1983-84 and 1987-88 together with the movement in invalid pensioner numbers 
over the same period. 

3.5 

2.5 

1983-84 

CHART 7. INVALID PENSIONS 
NUMBER OF RECIPIENTS (IT 30 JUNE) ANO OUTLAYS 

1983·84 TD 1987-BB 

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

Recipients 
!OOOOOs 

G.Jtl11ys 
$00011i 

c::::::J 

While outlays on invalid pensions are only 9.5% of social security and welfare 
outlays,, they a'.""'unt for some. 14.5% of the growth over the five years. Major 
factors 1nftuencmg the growth m outlays over the five year period have been a 
~elative~y rapid rise in the number of pensioners and twice yearly automatic 
mdexation. 

1:h•rc has been a number of factors contributing to the rapid growth in invalid 
pensioner numbers over recent years, One of the most significant has been the 
increasing recognition given to socio-economic factors, following on from decisions 
by the Admi~istrativc Appeals Tri?unal and other appeal bodies. Accordingly, a 
number of claims have been determmcd with particular weight being given to socio-
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economic factors which make it likely that the person would be unable to attract 
employment rather than whether the applicant's incapacity for work is primarily 
the result of a substantial mental or physical impairment. 

Conscious of the rapid growth in numbers and of the need to ensure that invalid 
pensions are paid only to those genuinely incapacitated for work, the Government 
announced measures in the May Statement to restrict the acceptance of non
medical grounds (see further below). 

The number of invalid pensioners is expected to remain fairly constant over the 
year. There were 379 000 invalid pension recipients at 30 June 1987. 

Invalid pensions are payable to people aged 16 years or more who are assessed 
as permanently incapacitated for work (to the extent of not less than 85%) or are 
permanently blind. Invalid pensions are subject to the same income and assets tests 
as age pensions but these tests are not applied in the case of the permanently blind. 

Invalid pension entitlements are the same as for age pensions. In addition, 
invalid pensioners undertaking training in approved activity therapy centres and 
adult training centres may receive an incentive allowance paid in lieu of and at the 
same rate as rent assistance. 

In the May Statement the Government announced that restrictions would be 
placed on the acceptance of non medical grounds in detc1mining eligibility for 
invalid pensions. From July 1987, grants of invalid pension will be made only where 
medical impairment constitutes the major part of the invalid pensioner's incapacity 
for work. This measure is expected to reduce the average number on invalid pension 
by 12 500 in 1987-88. However, of these some 10000 are expected 
to become entitled to unemployment, sickness or special benefits (see below). This 
measure is expected to reduce invalid pension outlays by $76.6m in I 987-88 and 
$198.2m in 1988-89 (offset by increases in unemployment, sickness and special 
benefit outlays of $55m in 1987-88 and $155m in 1988-89). 

In addition, from October 1987, selected invalid pensioners who have been in 
receipt of pension for 12 months will be personally interviewed at home. This 
additional review activity is intended to identify pensioners who through changed 
financial and domestic circumstances may no longer be eligible for pension and is 
expected to reduce invalid pension outlays by $2.5m in 1987-88 and $1 lm in 
1988-89. 

As part of the families package (already discussed) additional pension for 
children under 16 years of age will be increased in line with the new family 
allowance supplement from 24 December 1987. The rate will rise by $5 a week for 
each child with a further $6 a week payable for each child aged 13, 14 or 15 years. 
This increase is estimated to increase invalid pension outlays by $12.3m in 1987-88 
and $27.lm in 1988-89. 

Sheltered Employment Allowance 
Sheltered employment allowance is payable to disabled people aged 16 years and 
over and below age pension age engaged in approved sheltered employment who 
would otherwise be qualified to receive an invalid pension. The rates of payment 
and associated allowances are the same as for invalid pensions and are subject to 
the same income and assets tests. A non-taxable incentive allowance is paid to 
recipients of sheltered employment allowance at the same rate of $15 per week and 
in lieu of rent assistance. 
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Mobility Allowance 

Severely disabled people aged 16 years to age pension age who are gainfully 
employed or un~ertaking vocational training and who, because of their disabilities, 
cannot use pubhc transport without substantial assistance may be eligible for an 
allowance of$ l l a week. 

Rehabilitation Allowance 

~ersons ~ndertaking a rehabilitation program with the Commonwealth Rehabilita
tion Service and otherwise eligible for a social security pension or benefit can receive 
a non-tax?ble rehabilitation allowance equivalent to the invalid pension, subject to 
the same mcome and assets tests conditions. The allowance is paid during treatment 
or training and for up to six months thereafter. 

Handicapped Child's Allowances 
A non-taxable ~andicapped child's allowance of $92 a month is payable to the 
parents or ~uard1~n.s of a severely handicapped child under the age of 16 years who 
needs and ts rece1vmg constant care and attention at home. The allowance is also 
payable to dependent full-time students aged 16-24 years who are not in receipt of 
certain other social security payments. Payments of up to a maximum of $92 a 
mont.h may be. made for children who need marginally less care than severely 
handicapped children where the parents are in financial hardship. 

As part of the families package (see above), the Government has decided that 
from December 1987 the handicapped child's allowance will be replaced by a 
uni.form child disability allowance of $112 a month. The new allowance will be free 
of mcome test a?d tax an~ will be paid in respect of all severely, or marginally less 
than .severely, ~1sabled children. This measure is expected to increase outlays on 
handicapped child's allowance/child disability allowance by $l l.7m in 1987-88 and 
$20m in 1988-89. 

Disability Services Program 

On ~ June 198'. th7 new J?isability Services Act 1986 was proclaimed. The Act 
pr~v1des the !eg1slahve basis for funding provisions for people with disabilities. In 
this respect, 1t replaces the core funding provisions of the Hand1'capped Persons 
Assistance Act 1974 which have been repealed. It also replaces certain sections of 
the ?octal Security Act 1947 insofar as those sections related to the Rehabilitation 
Services Program. 

The purpose of the Act is to enable people with disabilities to achieve their 
maximum potential. Principles and Objectives which elaborate on these objects have 
been gazetted by the Minister. The following classes of services have so far been 
approve~ ~nder the Act: acc~mmodation support, advocacy, competitive employ
?1ent tra1m.ng and ~lacement, mdependent living training, information, print disabil~ 
1ty, recreation, respite, care and supported employment services. Additional service 
types can be approved if required. 

The focus of funding and administration under the Act is towards the achieve
men.t of positive outco".'es for people with disabilities. To qualify for assistance 
sern.ces must be predominantly for persons who have a disability that is permanent 
or hkel~ to. be pe~anent an~ . results in a substantially reduced capacity for 
commumcation, learmng or mob1hty and the need for ongoing support services. 
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A five year transition period has been set out for services to become eligib!e 
services under the Act. In the meantime, organisations are being funded to maintam 
existing services. In addition, from 1 January !988, funds are availabl~ to upgra~e 
services in line with the Principles and Objectives. $6m has been provided for this 
purpose in 1987-88. 

Some 1130 services were funded under the Handicapped Persons Assistance 
Act 1974 in 1986-87. The total number of people receiving services in September 
1986 was approximately 29 000. 

A total of 84 new services have been approved for funding at a cost of $6.Sm 
in 1987-88. In addition, 30 projects have been approved for upgrading 'prescribed 
services' at a cost of $3.2m in 1987-88. Recurrent funding of other 'prescribed 
services' is estimated at $108m in 1987-88. 

Revised funding arrangements for the Disability Services Program are at present 
being developed by the Department of Community Services and He~lth a?d are 
expected to be introduced as from l July 1988. Arrangements for financial asststance 
in 1987-88 are therefore of an interim nature only. 

$4m will be provided in 1987-88 under the Attendant Care segment of the 
Disability Services Program to assist around 180 severely physically disabled people 
to move from nursing homes to the community. . . . 

The Handicapped Children's Benefit will continue to be paid to orgamsat1ons 
approved for such payment under the Handicapped Persons Assistance Act 1974 
for the provision of residential accommodation for children u? to the age of 16 
years of age. The rate of benefit continues at $5 per day per child. . 

$1 Om has been provided to continue demonstration projects comme~ced ~n 
earlier years through 1987-88. During the year a full evaluation of each proiect will 
take place. . 

Total outlays under the Disability Services Program are estimated to be $150.9m 
in 1987-88, an increase of $23.8m or 18.7% over 1986-87. 

Rehabilitation Services .. 
The Government's rehabilitation services provide treatm~nt and trammg progra~s 
to certain people with disabilities who are assessed, as hkely to make substantial 
progress towards independence or employment. . . 

The regionalisation of rehabilitation services has proceeded m 1986-87 with t~e 
sale of the seven large metropolitan centres. Revenue from the sales of $3?.2m m 
1986-87 and $4.0m in 1987-88 appears in BE Administrative Services. In t?eir place 
some 32 additional services opened in regional locations across Australia. At 30 
June 1987 there were 64 established units, and this is expected to grow to 77 by 30 
June 1988. . . 

In addition, the Commonwealth operates seven Work Preparation Programs ~n 
five State capitals to assist mildly intellectually disabled young people to obtam 
employment, which are being aligned with the regional network. 

The operations of the rehabilitation service were transferred .to a separate Tru.st 
Account with effect from l July 1987. Among other things th~ arrangeme~t will 
provide incentives to improve cost recovery procedures by returmng rev~nue dire~tly 
to the account. The rehabilitation service is expected to meet $6. l m of t~ opera.tmg 
costs from revenue in 1987-88 ($3.7m in 1986-87). An amount of $45.Sm 1~ provided 
for payment to the Rehabilitation Trust Account in 1987-88 (compared with outlays 
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of $45.9m in 1986-87). This comprises running costs of $35.9m and 967 staff 
($36.9m and 982 staff in 1986-87) and $9.6m for other costs ($9.lm in 1986-87). 
In addition, $2.4m and 82 staff is provided for Departmental administration of the 
rehabilitation program ($2.6m and 101 staff in 1986·87). The payment to the Trust 
Account includes $3.7m for the payment of training and living away from home 
allowances to eligible persons undergoing rehabilitation in 1987-88-these allow
ances previously appeared under the heading 'Rehabi/itatio11 Allowance' above. 

The Government has reviewed the arrangements for recovering costs from 
compensable rehabilitation clients. These clients have in the past been charged at a 
rate less than the actual costs involved in their treatment. The Government has 
decided to move to a full cost recovery basis for these clients. At the same time the 
service will maintain a commitment to provide assistance to pensioners and benefi
ciaries and other people who cannot pay. 

Because of the major structural changes to the Rehabilitation Service over the 
last year there was a significant reduction in the number of completions of client 
services from 8300 in 1985-86 to 6300 in 1986-87, at an average service period of 
ten months. This situation is expected to be reversed during 1987-88 with 8400 
expected completions with an expected reduction in average duration. 

Provision has been made for the Commonwealth to continue to share operating 
costs of facilities in Newcastle, Bathurst and Darwin, in conjunction with facilities 
operated by the State and Territory Health Authorities. The Commonwealth con
tribution toward the cost of the Douglas Parker Rehabilitation Centre in Hobart 
($1.8m) has been incorporated into the Medicare grant to Tasmania from l July 
1987 (see 3.2 Health-Hospital Services and Benefits). 

4.4 ASSISTANCE TO WIDOWS AND SOLE PARENTS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % Widow's Pensions and Allowances . 924.S 952.7 I 011.:S 58.9 6.2 Supporting· Parent's Benefits and Allo~a~ccs· I 238.0 J 366.7 J 509.8 143.0 I0.5 
Total'. 2162.5 2319.4 2521.3 201.9 8.7 

Widow's Pensions and Allowances 
Outlays on widow's pensions and allowances represent 4:S% of total social security 
and welfare outlays and 2.9% of the total functional increase. 

The following chart shows the movement in outlays on widow's pensions 
between 1983-84 and 1987-88 together with the movement in widow pensioner 
numbers over the same period. 
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CHART 8. WIDOW'S PENSIONS 
NUMBER OF RECIPIENTS !AT 30 J~EI ANO OUTLAYS 

1983-84 TO 1987-88 
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The three classes of widows who receive pension are: 
• Class A widow-a widow with at least one qualifying child in her care; 
• Class B widow-a widow without a qualifying child and who is at least 50 

years of age (or at least 45 years of age if her Class. A_ pensi~n _ceased after 
she reached that age because she no longer had a quahfymg child m her care); 

and 
• Class C widow-a widow under 50 years of age without a qualifying child 

who is in necessitous circumstances within 26 weeks of her husband's death. 
Jn all cases, the term 'widow' includes a woman who was the de facto wife ~f 

a man for at least three years immediately before his death. For Class A and B, it 
also includes a wife who has been deserted for at least six months, a divorced 
woman or a woman whose husband has been imprisoned for six months or more. 

Widow's pensions are payable at the same rate as age pensions an~ the same 
additional payments are available. Widow's pensions are payable s~biect to t~e 
same income and assets tests as age pensions. If widowhood occurs outside Australia, 
a residency qualification applies. . . 

While outlays on widow's pensions account for 4.5% of social secunty and 
welfare outlays they account for only 2.9% of the growth over the fiv_e years. The 
major factor influencing the growth in outlays over the five year penod has been 
twice yearly automatic indexation. This has, however, been partly offset by an 
overall decline in the number of recipients. In particular, while the number of Class 
B/C widow pensioners has been relatively slatic over the peri~, the .number on 
Class A widow's pensions has fallen each year. However, this fall m Class. A 
recipients has been more than offset by an increase in the number of supportmg 
parent beneficiaries (see further below). 

At 30 June 1987 there were 70 000 Class A widows and 82 000 Class B and 
Class C widows in receipt of pensions. It is estimated that the number of Class A 
widow pensioners will fall by 14 000 to 56 000 during 1987-88 and the number of 
Class B and Class C widow pensioners will rise by 6 000 to 88 000. 
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In the May Statement the Government announced that from I July 1987 Class 
B widow's pension would be progressively phased out. Existing recipients at I July 
1987 are to be fully protected. In addition, protection will be given to: 

• women who on I July 1987 were aged 45 or over and who subsequently 
receive Class A widow's pension or supporting parent's benefit; and 

• women 50 and over at l July 1987 who become widows. 
These protection provisions mean that in 15 years time there will be no new 

grants of Class B widow's pension. This decision is estimated to reduce outlays on 
widow's pension by $0.3m in 1987-88 and $!.6m in 1988-89. 

As part of the families package additional pension for children will be increased 
in line with the new family allowance supplement from December 1987. The rate 
will rise by $5 a week for each child with an additional $6 a week payable for each 
child aged 13, 14 or 15 years. This increase is estimated to increase widow pension 
outlays by $18.3m in 1987-88 and $37.2m in 1988-89. 

A number of additional changes to widow pension eligibility were announced in 
the May Statement but these are described below. 

Supporting Parent's Benefits and Allowances 
Supporting parent's benefits are paid to sole parents who care for at least one child 
under 16 years of age. The benefit may also be paid to a married person with 
dependent children whose spouse is away from home indefinitely through ill health. 
The benefit and associated allowances are payable at the same rate as age pensions 
and alJowances and are subject to the same income and assets tests as age pension. 
There is also a residency qualification. 

Outlays on supporting parent's benefits and allowances represent 6.7% of total 
social security and welfare outlays and 6.9% of the total functional increase. 

The following chart shows the growth in outlays on supporting parent's benefit 
between 1983-84 and 1987-88 together with the growth in supporting parent 
beneficiary numbers over the same period. 
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While expenditure on supporting parent's benefits accounts for only 6.7% of social 
security and welfare outlays it accounts for 10% of the growth over the five years. 
Major factors influencing the growth in outlays over the five year period have been 
a relatively rapid growth in the number of beneficiaries and twice yearly automatic 
indexation. As mentioned above, part of the growth in numbers of beneficiaries, can 
be attributed to a faU in the numbers of Class A widow pensioners. 

Conscious of the rapid growth in numbers, the need to encourage transition to 
the labour force and the need to ensure that sole parent pensions are only paid to 
those in genuine need the Government introduced measures in, the 1986-87 Budget 
to improve the administration of sole parent benefits through more regular reporting, 
interviews and counselling. 

In the May Statement the Government decided that from September 1987 the 
age at which a child ceases to qualify his or her sole parent for income support 
would be reduced to 16 years. Previously the definition of a qualifying child also 
included dependent fuU-time students aged 16 to 24 years inclusive who were not 
in receipt of another pension or benefit. The Government's decision reflects the 
view that children 16 years and over do not present a serious impediment to their 
parent's employment. It is also consistent with the Government's achjevements in 
increasing and rationalising assistance to students aged 16 or more. This change will 
mean that many sole parents who do not have the responsibility of caring for school 
aged children will be eligible for unemployment benefits (see further below) and if 
they take up this option will be expected to meet the "work test" and actively seek 
work. (To assist these and other sole parents to re-enter the workforce, additional 
training places and child care assistance will be provided.) This measure is expected 
to reduce outlays on widow's pensions and supporting parent's benefits by $7.5m in 
1987-88 and $17m in 1988-89. 

In this Budget the Government has decided to refine this measure by: 
• protecting existing pension and education aUowance entitlements of sole parent 

pensioners in approved full-time education at 1 September 1987 for the 
duration of their current courses-expected to reduce the above mentioned 
savings on widow's pensions and supporting parent's benefits by $0.lm in 
1987-88; and 

• protecting, until December 1988, pensioner fringe benefit entitlements of sole 
parents losing eligibility for sole parent pension between I September and 
31 December 1987 as a result of the measure-expected to reduce the above 
mentioned savings on widow's pensions and supporting parent's benefits by 
$Im in 1987-88 and $0.4m in 1988-89. 

In addition, in the May Statement the Government decided to take a number 
of measures designed to strengthen eligibility criteria, improve administration and 
counter abuse of sole parent pension provisions. These include the following meas
ures for each of which the expected resultant reductions in widow's pensions and 
supporting parent's benefit outlays in 1987-88 and 1988-89 respectively are shown: 

• the deployment of six regional review teams specifically to review eligibility of 
high risk categories of sole parent pensioners (to be deployed from September 
1987)-$7.9m; $16.9m; 

• strengthening the income test provisions so that regular payments of child 
maintenance which previously fell outside the definition of income, including 
indirect and in-kind payments, are taken into account (from March 
1988)-$5m; $9m; 
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• pr~vidin~ for the cessation of pension where the pensioner continues to co. 
reside with a former partner after 6 months (12 months where it would 
otherwise compromise action to retain the matrimonial home) (from July 
1987)-$l.7m; $3m; and 

• requiring proof of separation on application for a sole parent pension (from 
October 1987)-$1.Sm; $6.Sm. 

. (1-s p~rt of the families package additional benefit for children will be increased 
m. Im~ with the new family allowance supplement from December 1987. The rate 
Wt~! nse by $5 a week for each child with a further $6 a week payable for each 
child aged 13, 14 or 15 years. This increase is estimated to increase supporting 
parent benefit outlays by $5l.9m in 1987-88 and $98.2m in 1988-89. 

The number of supporting parent beneficiaries is expected to fall from 179 ooo 
at 30 June 1987 to 173 000 at 30 June 1988, a decrease of 3.4%. 

4.5 ASSISTANCE TO FAMILIES 

1985-86 1986~87 1987-88 
Actual Actual Estimate Change 

Family Allowances , 
Sm Im Sm Sm % 

Family Income Supplc~c~t (
0

a) · l 537.6 1381.0 1353.6 -27.4 -2.0 
Children's Services. · 49.4 60.6 181.1 127.2 210.0 
Orphan's Pension ISO.I 181.3 244.2 63.0 34.7 
Other. 3.9 3.l 2.9 -0.2 -S.6 

7.9 8.4 9.0 0.6 7.2 
Total . I 748.9 1634.3 1797.5 163.2 10.0 

(a) To be subsumed into the new family allowance supplement from 24 December 1987. 

Family Allowances 

Outlays on family aUowances represent 6% of total social security and welfare 
outlays. 

The following chart shows the movement in outlays on family allowances 
between 1983-84 and 1987-88 together with the movement in family allowance 
numbers over the same period. 

2.4 

1.6 

1.2 

o.e 

O.< 

CHART 10. FAMILY ALLOWANCES 
NUMllEA OF CHILDREN IAT 30 JUNE) ANO OUTLAYS 

1S83-B4 TO 1987-ae 

161 

ReclP1ents 
<!OOOOOCls 

Outlays 
$00Qrl! 

c:=i 



Expenditure on family allowances as a proportion of social security and welfare 
outlays has decreased from 9.2% to 6% over the five years. The decrease in outlays 
arises from declining numbers of eligible children due to a number of factors 
including: 

• demographic trends; 
• the decision that from November 1985 family allowances would not be paid 

in respect of dependent students aged 18 and over (except in cases of specific 
need); 

• the decision that from 1 January 1986 family allowances would generally not 
be paid in respect of dependent students receiving Commonwealth education 
assistance (education allowances were increased more than commensurately); 
and 

• the decision that from December 1986, family allowances would be subject to 
an income test for other 16 and 17 year old students. (This will be subsumed 
into the more general income test announced in the May Statement-see 
below.) 

The number of children for whom family allowance is paid is expected to 
decline from 4 125 000 at 30 June 1987 to 3 800 000 at 30 June 1988, a fall of 
7.9%. 

The monthly rates of family allowance are: 

FAMILY ALLOWANCE RATES 

First child .. 
Second child (;idditiona!) 
Th1rd child (additional). 
Fourth child (additional) 
Fifth and /uler children (addi1iom1I}. 
Child in an inslitution , 

$per monlh 

22.80 
32.SS 
39.00 
39.00 
45.55 

39.00 

In the May Statement the Government announced that family allowances will 
be subject to a general income test. The test, which will affect payments after 
November 1987, will be applied to joint parental income with a threshold set at 
$50 000 a year (plus $2500 a year for the second and each subsequent eligible child 
including student children under 18 years of age). Families with incomes above the 
threshold will have family allowances withdrawn at the rate of 25 cents in the 
dollar for each dollar by which income exceeds the applicable threshold. A family 
with two eligible children will receive no payment once the joint income of the 
parents exceeds $55 156 a year. The test will be usually applied to the joint taxable 
income in the previous financial year. The threshold will be increased annually 
from January 1989 in accordance with the movement in the CPI between the two 
immediately preceding June quarters. The separate income test on family allowances 
for 16 and 17 year olds introduced in the last Budget will be discontinued and 
replaced by this new test. This initiative was expected to reduce outlays on family 
allowances by $71m in 1987-88 and $95m in 1988-89 but due to a delay in the 
start date the 1987-88 savings are now expected to be reduced by $8m to $63m. 

162 

Family Income Supplement 

The family income supplement (FIS) currently provides assistance to low 
income families in the form of income-tested, non-taxable payments of up to $17 a 
week for each child. FIS is payable subject to residency requirements and where 
eligibility fo~ family allowance exists. Parents or guardians receiving any Common
w~alth pension, benefit or allowance that provides for additional payments for 
children are generally not eligible for FIS. To be eligible a child must be under the 
age of 16 or, if a student under the age of 25, not be in receipt of AUSTUDY or 
other income tested education allowances. 

As part of the families package the Government decided that from December 
1987 the family income supplement would be replaced by the new family allowance 
supplement (FAS). The rate of FAS will be $22 a week in respect of children aged 
12 years or less and $28 a week in respect of children aged 13, 14 or 15 years. 
(Dependent full time students 16 years or over not in receipt of AUSTUDY will 
continue to qualify for a rate of $17 a week.) The Government also decided that 
the income test threshold for the family allowance supplement would increase from 
$257 to ~~00 a w~ek for one. ~hild (with an additional $12 a week disregard for 
each add11lonal chlld). In add11lon, the Government decided to extend rent assist
ance of up to $15 a week to FAS recipients subject to the existing rent test with 
the rent assistance being withdrawn as part of the FAS entitlement under the FAS 
income test. Paymen~ of FAS will be directed to the parent primarily responsible 
for the care of the children (usually the mother). These initiatives are expected to 
increase outlays on FIS/FAS by $99.4m in 1987-88 and $224m in 1988-89. 

At 30 June 1987 there were 32 800 families (with 93 000 children) in receipt 
of FIS. The number of families in receipt of FAS is estimated to grow to 200 000 
in 1987-88 with a commensurate increase in the number of children (up 347 000 
to 440 000). The expected increase in the number of recipients reflects the higher 
FAS threshold and higher take up resulting from the use of the family allowance 
income test questionnaire to invite low income families to apply for family income 
supplement. The questionnaire was mailed to all family allowance recipients from 
!uly .1987 and is expected to increase the number of children for whom FIS/FAS 
lS paid by 77 000. The expected effect of this mail out will be to increase outlays 
on FIS/FAS by $17.2m in 1987-88 and $25m in 1988-89. The balance of the above 
increase is due to the increase in the numbers becoming eligible under the enhanced 
rates of payment and thresholds. 

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 occasional care. Services for school 
aged children include before and after school care and vacation care. Other 
assistance provided includes special services for Aboriginal and migrant children, 
children with disabilities and children in remote areas. 

Services providing day care for pre-school aged children are, as a condition of 
funding, required to implement an income test and fee scale within approved 
guidelines so that eligibility for a fee rebate funded by the Commonwealth can be 
determined. 
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As announced by the Government in the May Statement: 
• the minimum fee for Jong day care fee relief recipients was increased by $1 a 

week from 1 July 1987 and will be indexed annually thereafter, and the fee 
relief withdrawal rates were increased to 17 cents per dollar for families with 
one child in care and 23 cents per dollar for families with two or more 
children in care; 

• as part of its commitment to establish an ad~itional 20 000 child care. ~laces 
the Government has decided to change the mix of places from that ongmally 
anticipated. 600 Commonwealth/State centre based places and 600 occasional 
care places will be exchanged for 1200 family day care places; and 

• in addition, some $18 million of the expenditure on establishment of 20 000 
new places will be deferred to 1988-89. (However, by 30 June 1988 a.ll o~ the 
proposed 20 000 new child care places will have been approved and will either 
be operational or under construction.) 

Outlays on children's services in 1986-87 were $18!.3m. Outlays on. arproved 
services reflecting these decisions are estimated to rise to $244.2m. This m~l.udes 
$55.8m for continued expansion towards the establishment of 2?. 000 add1t1onal 
child care places by the end of 1988 ($20.5m in 19~6-87),.provision for. the full 
year effect of expansion in 1986-87 ($9.5m) and mdexation for cost mcreases 

($17.lm). 
Of the 20 000 commitment, there were 2158 approved child care centre places, 
3410 approved family day care places and 190 approved occasional care places at 
30 June 1987. By December 1988, the number of operational places in ea~h of 
these categories will have been increased to JO 950, 5650 and 2400 respectively, 
summing to 19 000 places. (The cash ~u.ivalent of .1000 ~f the 20 000. ~lace 
commitment has been applied to the provision of special services for Abongmals, 
the ethnic community and children with disabilities and services for school age 
children.) The following chart shows the growth in expenditure by care type since 

1982-83. 
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The Family Support Program (FSP) established on I January J 987 provides 
funding for community-based services providing assistance· for families on a cost
shared basis with the States and Territories. There are currently 358 approved FSP 
services. 

The program assists families with young children and is a response to a perceived 
need for greater parenting support and coping skills for families in stressful 
circumstances. 

The agreement with the States and Territories includes the indexation of existing 
services from J January 1987 and expansion of the program by up to 25% in 1987 
and 20% in 1988 . 

$9.7m will be provided in 1987-88 for approved FSP services, an increase of 
$3.7m or 62% on 1986-87 expenditure. Part of this increase ($l.3m) is the full year 
effect of family support like services transferred from the Children's Services 
Program in 1986-87. 

Double Orphan's Pension 
A pension is payable, free of income test, to the guardian of a double orphan who 
is aged under 16 or who is a dependent full-time student aged 16 to 24. It is paid 
in respect of a child who has lost both parents (through death of both parents or 
in certain other restricted circumstances). Currently double orphan's pension is paid 
at the rate of $60 a month. 

In the Budget the Government decided that from 1 February 1988 eligibility for 
double orphan's pension would be extended to include a child when one of the 
parents is dead and the other indefinitely residing in a nursing home or similar 
institution. This will overcome an anomaly which currently allows payment of a 
pension when the only surviving parent is in a specific range of institutions but not 
in others. This measure is expected to increase the number of orphans on pensions 
by about JOO in 1987-88. 

At 30 June 1988 payments are expected to cover 4100 orphans (4500 at 30 June 
1987). 

Other 
The provision for the operations of the Institute of Family Studies is $2.3m, which 
includes funds for research and grants to encourage family studies. $5.4m is allocated 
for grants to approved marriage counselling and marriage education organisations . 

4.6 ASSISTANCE TO THE UNEMPLOYED AND SICK 

1985-86 1986-87 1987-88 
Actual Actual Esdmale Change 

Sm Sm Sm Sm % 
Unemployment Benefits . 3122.1 3453.8 3483.7 29.9 0.9 
Job Search Allowance (a) na na 45.6 45.6 na 
Sickness Benefits . .. , 391.8 429.4 476.2 46.9 10.9 
Special Benefits. 108.1 124.6 ISo.6 26.0 20.9 

Total. 3622.1 4007.8 4156.2 148.4 3.7 

(a) Job search allowance will be introduced from I January 1988. 
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For married unemployment, sickness or special beneficiaries, or those with depen
dants, the basic rates of benefit are generally the same as for age and invalid 
pensions. 

The table below shows those rates of benefits which are not equivalent to age 
pension entitlements. 

BASIC RATES AND ADDITIONAL PAYMENTS 

Basic Rates 
Single under 18 years without dependants (a). 
Young homeless allowance . . . , . , . . . . . . . . , . 
Unemployment and special beneficiaries 18-20 years without dependants. 
Unemployment and special beneficiaries 21 years and older without dependants . 

Additional Pa;i:ments 
Rent assistancc-(Uncmploymcnt and special beneficiaries) (b) . . . . . . 

CURRENT 
MAXIMUM 

RATE 

$per week 

S0.00 

23.28 
91.20 

I04.75 

I0.00 

(a) Junior unemployment benefit at the rate of SSO a week is payable until I January 1988 when it will be 
replaced by 1hc parentally income tested job search allowance (sec below). 

(b} Maximum rent assistance for beneficiaries with dependent children will increase in December to $15 as 
part of the rami\ies package. 

The indexation of the basic rate of pension noted under age pensions applies to 
benefits payable to those 21 years and over and those with dependent children (see 
below). Unemployment, sickness and special beneficiaries may also qualify for 
remote area allowance, additional benefit for children, mother's/guardian's allow
ance and rent assistance. 

Certain beneficiaries are eligible for special tax rebates to ensure that those in 
receipt of benefits during the whole of the financial year are not liable to pay 
personal income tax. Details are included in Statement No 4: 

The average numbers of beneficiaries in 1986-87 and those expected in 1987-88 
are set out in the following table: 

1986-87 1987-88 
RECIPIENTS (Actual) (Estimate) 

Unemployment beneficiaries 574400 550000 (a) 

Sickness beneficiaries 67700 70500 (b) 

Special Jxnefidarics . I9200 2I 700(c) 

(a) Net of the effect or initiatives announced in lhe May S1a1cmen1 and in the 1987-88 Budge!, including 
indirect savings that arc expected to achieve a reduction in the average number of unemployment 
beneficiaries of the order of 20 000. Includes job search allowance. 

(b) Including the net effect of 1mtiativcs noted below that are expected to result in an addition to the number 
of sickness beneficiaries of the order of 500. 

(c) Including the net effect of initiatives noted below that are expected to result in an addition to the number 
of special beneficiaries of the order of 2700. 

Unemployment Benefits 

Outlays on unemployment benefits represent I 5.4% of total social security and 
welfare outlays and l .4% of the total functional increase. 
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The following chart shows the movement in outlays on unemployment benefits 
between 1983-84 and 1987-88 together with the movement in unemployment bene
ficiary numbers over the same period. 

CHART 12. UNEMPLOYMENT BENEFITS 
AVERAGE NUMBER OF RECIPIENTS AND OUTLAYS 

1983·8~ TO 1987-88 
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While outlays on unemployment benefits account for some I 5.4% of social 
security and welfare outlays they account for 9.2% of the growth over the five 
years. Major factors influencing the growth in outlays have been the movement in 
the number of beneficiaries over the five year period and twice yearly automatic 
indexation for the majority of beneficiaries. Ad·hoc increases to rates also occurred 
in the period. Unemployment beneficiary numbers are volatile reflecting general 
economic activity. The average number on benefit has fallen from 620 000 in 
1983-84 to 574400 in 1986-87. This latter figure reflects the success of the 1986-87 
Budget initiatives to improve the administration of unemployment benefit, in partic
ular, the requirement for personal lodgement of income statements and mandatory 
CES registration. The selective regional reviews announced in last year's budget 
have also been successful in 1986-87 in disqualifying some 5300 persons who did 
not meet the eligibility criteria for receipt of benefit. The success of the regional 
reviews is expected to be sustained into 1987-88 and beyond. The projected fall in 
numbers for 1987-88 reflects the expected direct effect of new initiatives announced 
by the Government in the May Statement and in the Budget, and continuing 
indirect savings from initiatives implemented since the 1986-87 Budget. 

Unemployment benefit is available to those who are unemployed and willing and 
able to undertake suitable work and who are aged between 16 and 59 years inclusive 
(females) or 16 and 64 years inclusive (males). The minimum ages will be increased 
to 18 years for most categories from January 1988 (see below). Benefits are income
tested and the basic, rate is subject to tax (although additional payments are not). 

In the May Statement the Government announced a number of major reforms 
to unemployment benefit eligibility criteria and administration. 
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The Government decided lo cancel the increase in the junior and intermediate 
unemployment benefit rates planned for l January 1988. This will ensure that the 
junior rate Uob search allowance-see below) will be aligned with the 16-17 year 
AUSTUDY allowance and that the intermediate rate is aligned with the increased 
AUSTUDY allowance for students aged 18 and over who are independent or living 
away from home. Outlays on unemployment benefits and the new job search 
allowance are expected to decline by $16.Sm in 1987-88 and $32.2m in 
1988-89 as a result of this measure. 

Unemployment beneficiaries under 21 years of age (including recipients of job 
search allowance) who have no dependants will, from September 1987, have to 
wail 13 weeks before being eligible for benefits on leaving school. (Those leaving 
education aged 21 or over or who have a dependant must wail 6 weeks.) In 
addition, 18 lo 20 year olds will be reviewed after 12 months on benefit and be 
subject to an activity /vocational training test. These changes are expected to reduce 
outlays on unemployment benefits (and the new job search allowance) by $44m in 
1987-88 and $49.5m in 1988-89. 

Following on from the successful changes introduced in the 1986-87 Budget the 
Government announced1 in May1 a number of further measures and refinements to 
improve the integrity of unemployment benefit and to streamline administration. 

From December 1987, an assets test will apply to unemployment, sickness and 
special benefit recipients aged 25 years and over. Recipients with assets above the 
pension assets test free areas will no longer be eligible for benefit. There will be no 
tapered reduction of entitlement under the benefit assets test. This measure will 
ensure that those with the capacity to draw on assets to support themselves will be 
reqmred to do so before placing a call on Government assistance. It will also help 
ensure that unemployment benefit is not used as a supplement for early retirement. 
Savings on unemployment benefit outlays are estimated to be $12.5m in 1987-88 
and $24.5m in 1988-89. 

From July 1987 applicants who leave a job voluntarily without good reason, are 
dismissed for misconduct or fail the work test are required to serve an extended 
waiting period. The length of the waiting period increases by two weeks for each 
repeated occurrence (up to 12 weeks for six occurrences over any three year 
period). This measure will help ensure that people do not leave their jobs without 
good reason. Savings on unemployment benefit outlays are expected to be $3m in 
1987-88 and 1988-89. 

A number of additional measures have also been taken including: 

• the requirement that the unemployment benefit waiting period is served after 
the date of CES registration rather than the dale on which employment ceased 
(from July 1987)-expecled to result in savings on unemployment benefit 
outlays of $35m in 1987-88 although these savings will be partly offset by 
increased outlays on special benefits (see further below); 

• requiring applicants to provide a certificate from their previous employer 
stating the date and reason for job loss (from September 1987)-expected to 
result in savings on unemployment benefit outlays of $10.lm in 1987·88 and 
Sl2.lm in 1988-89; 
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• the deployment of 4 additional unemployment benefit regional review teams 
to take the total to 19-one for each Social Security management area (from 
September 1987)-expected to result in savings on unemployment benefit 
outlays of $9.3m in 1987-88 and $25.2m in 1988-89; 

• an increase in the number of general field officers to expand entitlement 
reviews of high risk cases (from July 1987)-expected to result in savings on 
unemployment benefit outlays of $9.3m in 1987-88 and $l8.7m in 1988-89 
(additional savings in outlays on other pensions and benefits are expected to 
al)lount to $2.6m in 1987-88 and $5.lm in 1988-89); 

• the introduction of a work intention questionnaire for selective use to ensure 
that applicants are genuinely seeking work (from July 1987)-this measure 
was expected to result in savings on unemployment benefit outlays of $9.2m 
in 1987-88 and $l8.6m in 1988-89 but following the initial success of the 
measure it was decided in the Budget to enhance the questionnaire and increase 
the number of applicants required to complete the form-this is expected to 
result in further savings on unemployment benefit outlays of $13.6m in 
1987-88 and $28.7m in 1988-89; and 

• the application of the benefit income test on a fortnightly rather than a weekly 
basis to ensure more uniform assessment of income from casual, alternate 
week employment (from December 1987)-expected to result in savings on 
unemployment benefit outlays of $4.7m in 1987·88 and $8m in 1988-89. 

In addition, a number of May Statement initiatives that restrict eligibility for 
other pensions and benefits will result in a number of those affected shifting to 
unemployment benefit. In particular: 

• the restrictions to be placed on the acceptance of non impairment grounds in 
determining eligibility for invalid pension is expected to increase the average 
number on unemployment benefit by 8000 in 1987-88 and 1988-89; 

• the limitation of access to Class B widow's pension is expected to increase 
average numbers by 600 in 1987-88 and 2800 in 1988-89; and 

• the reduction in the child qualifying age for widow's pension and supporting 
parent's benefit is, expected to increase average numbers by 3000 in 1987-88 
and 2500 in 1988-89. 

In the Budget the Government also decided to expand the Community Devel
opment Employment Program and the Enterprise Employment Assistance scheme 
to provide additional assistance for Aboriginals. These measures are expected to be 
substantially offset by reductions in unemployment benefit outlays of $Sm in 
1987-88 and $18m in 1988-89. More information on these programs can be found 
below under 4.8. Aboriginal Advancement Programs nee and under the function 
7C. Labour and Employment. 

As part of the families package additional benefit for children will be increased 
in line with a the new family allowance supplement from December 1987. The rate 
will rise by $5 a week for each child with a further $6 a, week payable for each 
child aged 13, 14 or 15 years. In addition, the Government has decided that the 
maximum rate of rent assistance payable to beneficiaries with children will be 
increased by $5 to $15 from 24 December 1987. These measures are estimated to 
increase outlays on unemployment benefit by $43.4m in 1987-88 and $76.8m in 
1988-89. 
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Job Search Allowance 
From January 1988 unemployment benefits for 16 and 17 year olds are to be 

replaced by a job search allowance to reduce the financial incentive for young 
people to leave the education system. New applicants will have to wait 13 weeks 
after leaving school before they can receive financial assistance. All 16 and 17 year 
olds who meet the eligibility criteria will receive a minimum payment of $25 per 
week with an additional $25 per week available subject to, a parental income test. 
As a condition of eligibility recipients will not only be required to seek employment 
but will be further assisted in this regard and will after 6 months be required to 
accept a suitable job or undertake further vocational training if offered. Young 
people who have been continuously in receipt of the junior rate of unemployment 
benefit since May 1987 will continue to receive assistance at existing rates of benefit 
but will be subject to the activity tests applying to new recipients of job search 
allowance. 

This change represents a significant realignment of the Government's approach 
to youth unemployment. It will provide young people with a further incentive and 
practical assistance to find work and undertake training. !n addition, the parental 
income test and the increased waiting period will provide a positive inducement for 
young people to stay in the education system until they complete their course or 
find a job. 

The introduction of a parentally income tested job search allowance is expected 
to reduce unemployment benefit/job search allowance outlays by $14.Sm in 1987-
88 and $33.6m in 1988,89. It is estimated that some 53 000 persons will be in 
receipt of job search allowance in 1987-88. (This number has been included in the 
above estimate of the number of unemployment benefit recipients). 

Sickness Benefits 
Outlays on sickness benefits represent 2.1 % of total security and welfare outlays 

and 2.3% of the total functional increase. 
Sickness benefit is payable to people temporarily incapacitated for work on a 

similar basis to unemployment benefit. 
Since 1983-84 the average number on sickness benefit has increased by about 

7300 or 12%. At February 1987 some 31% of beneficiaries had been on benefit for 
more than one year. 

In the May Statement the Government announced that the rate of sickness 
benefit would not be indexed in June 1987. From December 1987 the rate of 
sickness benefit for new grants will be the same as the equivalent rates for 
unemployment benefits and entitlement for rent assistance will also be the same as 
for unemployment benefits. Entitlements for people in receipt of sickness benefit in 
June 1987 will be protected. Measures to bring sickness benefit into line with the 
unemployment benefit rates are expected to reduce outlays on sickness benefits by 
$8m in 1987-88 and $12m in 1988-89. 

In addition, the Government announced the introduction of regular medical and 
entitlement reviews to ensure the continuing eligibility of sickness beneficiaries. 
From October 1987 all recipients will be reviewed after 3 and 24 months on benefit. 
The new procedures will include medical reviews of all existing Jong-term recipients 
(greater than 12 months) and selective entitlement reviews of those on benefits for 
more than six months. These reviews are intended to combat fraud and abuse and 
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are expected to reduce sickness benefit outlays by $4.4m in 1987-88 and $11.6m in 
1988-89. 

Special Benefits 
Outlays on special benefits represent 0.7% of total social security and welfare 

outlays and 1.3% of the total functional increase. 
Movement in the number of special beneficiaries has been erratic, retlecting in 

part the nature of the benefit. However, over the last five year period there has 
beqn a general upward movement in the number on benefit. 

Special benefit is paid to those unable to earn a sufficient livelihood for 
themselves and their dependants and who are ineligible for any other pension or 
benefit. Special benefit is paid at the discretion of the Secretary of the Department 
of Social Security and, unlike other pensions and benefits, there are few formal 
eligibility requirements. 

The increase in the number of those on, special benefit (see preceding table 
above) js due, in part, to a number of May Statement initiatives that restrict 
eligibility for other pensions and benefits. In some cases it is expected that a number 
of those affected will transfer to special benefit. In particular, the requirement that 
the unemployment benefit waiting period be served after CES registration is ex
pected to increase outlays on special benefits by $6.2m in 1987-88 and $Sm in J 988-
89. A number of the other May Statement measures mentioned above are expected 
to increase special benefit outlays by a further $11.3m in 1987-88 and $14.4m in 
1988-89. 

4.7 OTHER WELFARE PROGRAMS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Funeral Benefits 1.4 1.4 1.4 0.5 
Telephone Rental a~d P~tal' C~nc~i~ns' 45.2 42.4 53.4 11.0 26,0 
Mortgage and Rent Relier 22.7 24.1 25.0 0.9 3.7 
Supported Accommodation Assi~ta~cc 47.8 55.9 5l0 -2.9 -:S.f 
Crisis Accommodation . , . 13.4 14.2 15.7 1.5 10.6 
Assistance for Migrants . . 23,4 25.7 27.S 1.8 7.1 
Welfare Programs in the ACT 10.4 II.I 15.6 4.5 40.6 
Other, , , 7.5 6.0 3.3 -2.7 -44.6 

Total. 171.9 180.7 194.9 14.2 7.9 

Funeral Benefits 
A benefit of up to $20 is payable to a person liable for the funeral costs of an 

eligible age or invalid• pensioner or recipient of sheltered employment, rehabilitation 
or tuberculosis allowance. Up to $40 is payable to eligible pensioners or beneficiaries 
who are liable for the funeral costs of a spouse, a child or another eligible pensioner. 

Telephone Rental and Postal Concessions 
A reduction of about one-third of the basic annual telephone rental fee and 
exemption from the full postal redirection charge is provided to eligible pensioners 
and beneficiaries. Additional postal concessions are also provided to blind persons. 

Outlays on these concessions totalled $42.4m in 1986-87. From I January 1988 
the cost of the postal redirection concession is to be met by the Australian Postal 
Commission at an estimated cost to it of $0.3m in 1987-88. Outlays on the remaining 
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concessions are estimated to increase to $53.4m, reflecting an increase in the number 
of recipients, higher telephone rental and postage rates, and a delay in billing from 
Telecom for reimbursement of concessions provided in 1986-87. 

Mortgage a11d Rent Relief 
$25m will be provided to the States for assistance under the Mortgage and Rent 

Relief Scheme which assists low income home buyers experiencing extreme difficulty 
in meeting their mortgage repayments and low income private renters experiencing 
difficulty in meeting rent payments or in gaining access to private rental accommo
dation. Commonwealth funds are provided to the States as a sub-program under 
the 1984 Commonwealth State Housing Agreement on a $ for $ matching basis. 
(Comparable arrangements operate in the ACT-see further information below.) 

Supported Accommodation Assistance 
Under the Supported Accommodation Assistance Act 1985 the Commonwealth, 

in conjunction with the States and Territories, provides recurrent and non-housing 
capital funds for supported accommodation and related support services to assist 
people who are permanently homeless or temporarily homeless as a result of crisis. 
The States and Territories match Commonwealth expenditure on a $10 for $9 basis 
above an agreed unmatched funding base. 

In previous years, funds have been appropriated for the Supported Accommo
dation Assistance Program (SAAP) in respect of the period October to September. 
The Government has decided to bring SAAP funding to a financial year basis and 
this year is appropriating funds for the period October to June, with funds for July 
to September 1988 to be included in the 1988-89 appropriations. The $41.lm 
allocated for SAAP in 1987-88 includes an additional $5m for new and upgraded 
services, and $2.6m for indexation of recurrent funding to approved SAAP services 
in respect of the 9 months to June 1988. Also included here is $6.7m for the 
emergency relief program ($6.3m in 1986-87). 

Some services for homeless people in New South Wales will continue to be 
funded in 1987-88 under the Homeless Persons' Assistance Act 1974 pending their 
inclusion in SAAP. Negotiations are continuing with the New South Wales Govern
ment on the inclusion of these services in SAAP. Estimated ongoing outlays on the 
Homeless Persons Assistance Program services are $1.7m, and the Government has 
allocated a further SI.Sm in 1987-88 (including $Im capital) to upgrade these 
services to enable their inclusion in SAAP. A further $2.5m (including $Im capital) 
is to be provided in 1988-89. 

Crisis Accommodation 
$15.5m in capital assistance ($14m in 1986-87) will be provided to the States 

under the Crisis Accommodation Program. This sub-program of the 1984 Common
wealth State Housing Agreement provides funds for dwellings for short term 
supported accommodation (such as refuges). A further $0.2m will be provided to 
Aboriginal Hostels Ltd. Provision for support services (eg salaries of refuge workers) 
is made under SAAP. Comparable arrangements operate in the ACT (see further 
information below). 
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Assistance for Migrants 
$27.5m is provided for grants-in-aid, translator and interpreter services (under 

Commonwealth/State cost-sharing arrangements), migrant resource centres, main
tenance of unattached refugee children and assistance to voluntary agencies under 
the Community Refugee Resettlement Scheme. The outlays also reflect provision of 
$0.?m for additional settlement services arising from a larger intake in the 1987-88 
migration program. 

Welfare Programs in the ACT 
The ACT Administration provides welfare benefits and subsidies on a similar 

basis to those provided by State governments (for example, bus subsidies and rate 
ren:iissions for pensioners, care of foster children and grants to community organi
sations). The ACT Housing Trust also provides assistance under the Mortgage and 
Rent Relief Scheme and the Crisis Accommodation Program. The increase of $4.5m 
reflects a greater level of demand for existing services, the ongoing operational costs 
of recently completed facilities such as the Belconnen Community Centre the 
Charnwood Neighbourhood Centre and regional youth centres and the comm~nce
ment of construction of the Tuggeranong Community Centre and the Rivett Crisis 
ConvaJescence Centre. 

Other 

The Commonwealth will provide the Australian National Railways Commission 
(ANRC) with an estimated $3.3m, to reimburse ANRC for loss of revenue resulting 
from the carriage of passengers and freight either free or at concessional rates. Over 
99% of the funds relate to concessional passenger fares for eligible pensioners and 
other beneficiaries. 

Also included in this item are various grants-in-aid for national representative 
community welfare organisations ($1.0m in 1987-88, including $0.2m which previously 
was classified under 4.1. Assistance to the Aged-Other), and $1.2m for evaluation 
and support services for community welfare programs. 

Following the 1986-87 Budget decision to abolish the Australian Institute of Multi
cultural Affairs, no provision has been made in 1987-88. 

4.8 ABORIGINAL ADVANCEMENT PROGRAMS NEC 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Aborigin:il Dc'lc[opment Commission . 74.1 83.3 99.7 16.4 19.7 Community Development Employment 

Program .••• , •. , 27.2 39.3 68.7 29.4 74.9 
Aboriginal. Land Mining Royalties , 21.5 18,2 20.0 1.8 9.8 Grants lo the Scates for Aboriginal 

Advanccmcm 2.1 1.9 1.2 -0.7 -37.7 Other . 8.7 6.9 8.9 2.0 29.6 
Total. 133.6 149.5 198.5 49.0 32.8 

This section includes certain programs administered by the Department of 
Abo~ginal Affa~rs. Other programs administered by the Department of Aboriginal 
Affairs are classified under the 2. Education, 3. Health, 5. Housing and Comm11nity 
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Amenities nee, 6. Culture and Recreation, 7C. Labour and Employment and 88. 
Law, Order and Public Safety functions. Also included in this section is the 
provision for the Aboriginal Development Commission (ADC). 

In the 1986-87 Budget the Government approved certain initiatives arising out 
of the Committee of Review of Aboriginal Employment and Training Programs 
(Miller) Report. The Miller Report led to the development of a new Aboriginal 
Employment Development Policy (AEDP). This aims to improve substantially 
education, training and employment outcomes for Aboriginals through a compre
hensive range of programs that build on existing resource levels supplemented as 
necessary by new initiatives where gaps exist in the oogoing programs. The improve
ment in outcomes for Aboriginals will not be immediate but the Government is 
committed to maintaining the direction of AEDP over the longer term in order to 
provide Aboriginals with the opportunity to move out of welfare dependency to 
full economic independence. 

In this Budget the Government has continued this redirection of policy by 
allocating a further $26.3m for AEDP initiatives of which $18.0m is included under 
this heading. Individual program allocations are identified under the following sub
headings. 

Aboriginal Development Commission 
The ADC provides assistance to Aboriginal communities and groups to acquire 

land and to engage in business enterprises. It also provides housing loans at 
concessional interest rates and direct grants to Aboriginal housing associations. 
Expenditure by the ADC is expected to incroase by $14.9m to $117.6m. This 
amount is offset by $17.9m in cash balances and revenue from loan repayments and 
capital fund investments. The balance ($99.7m) will be appropriated to the Com
mission in 1987-88. Included in the allocation is $3m for expansion of the Small 
Business Funding Scheme and $0. 7m for expansion of the Community Economic 
Advancement Projects under the AEDP initiatives mentioned above. 

ADC outlays comprise $27.6m for enterprise grants and loans, $26.0m for 
housing grants and loans and $42.0m in grants for housing and community amenities. 
In addition, $2.7m is provided for social advancement and $19.3m for the adminis
trative and other costs of the Commission. Average staffing increased by 21.5 staff 
years in 1986-87 and provision has been made for a further 39 staff years in 1987-
88. 

Community Development Employment Program 
The Community Development Employment Program (CDEP) provides grants 

to Aboriginal communities to undertake various community development projects 
aimed at generating employment opportunities in communities in rural and remote 
areas. The CDEP grants comprise the equivalent of total unemployment benefit 
payments that would otherwise be paid to eligible individuals within the community 
together with an oncost allowance to assist with the cost of establishing CDEP 
projects. The program currently involves 61 communities and some 5774 participants. 

As part of the 1987-88 AEDP initiatives the Government has decided to approve 
the creation of 1600 new jobs per year over the next two years (a total of 3200 
jobs) under the CDEP program at an estimated gross. cost of $4.0m in 1987-88 
($3.4m offset by reduced unemployment benefit outlays) and $19.0m in 1988-89. 
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The Government has also decided to substantially increase the level of support for 
CDEP projects to improve the viability of existing projects and ensure adequate 
support for the establishment of new projects. Expenditure on the new CDEP 
Support Program is estimated to be $10.Zm in 1987-88 and $12.7m in 1988-89. 
Total expenditure in 1987-88 on CDEP is estimated to be $68.7m, a 75% rise over 
1986-87. 

Aboriginal Land Mining Royalties 
$20.0m is provided for payments under section 63 of the Aboriginal Land 

Rights (Northern Territory) Act 1976 in respect of royalty payments from mining 
on Aboriginal land. Payments are made to the Aboriginals Benefit Trust Account 
for the benefit of Aboriginals in the Northern Territory. These payments are offset 
in part ($14.6m) by royalties received by the Commonwealth from uranium mining 
on Aboriginal land in the Northern Territory (see Non-Tax Revenue-'Rent Divi
dends etc' in Statement No 4). 

Grants to the States for Aboriginal Advancement 
Under the States Grants (Aboriginal Assistance) Act 1976 the Commonwealth 

provides funds to the States to improve Aboriginal access to health services, 
education, employment and training, welfare services and basic community amenities 
such as water, sewerage and power generation (see other functions). Outlays for 
social support in 1987-88 are estimated to be $1.2m. 

Other 
$4.8m is provided for social support grants to Aboriginal communities and 

organisations. $0.3m is provided for the operation of the Torres Strait Islander Air 
Service, $0.4m for expenses associated with land claims and $0.9m for departmental 
conferences with various Aboriginal organisations. 

4.9 GENERAL ADMINISTRATION 

Department or Social Security . . . . . . 
Department of Veterans' Affairs . . . , . 
Department of Aboriginal Affairs . . . . . 
Department of Community Services and Health: 
- Community Services component 

Total. 

Department of Social Security 

1985-86 t986-87 t987-88 
Actual Actual Estimate Change 

Sm 
539.3 
lt8.3 
26.8 

44.1 

728.6 

Sm 
594.8 
115.3 
29.6 

54.4 

794.2 

Sm 
625.9 
t23.9 
35.1 

62.8 

847.7 

Sm 
31.0 
8.5 
5.5 

8.5 

53.5 

% 
5.2 
7.4 

18.5 

15.6 

6.7 

The major outlays component under the Department of Social Security relates 
to staffing costs. Expenditure on staffing is expected to be $407.4m compared with 
$384.9m in 1986-87. This reftects an overall increase of 795.in average staff numbers 
mainly to implement new initiatives announced in the May Statement ( 450 staff 
and $10.5m) and the Government's families package (350 staff and S7.4m). 63 staff 
and $1.7m have also been provided for the new child maintenance scheme. Increases 
as a result of these initiatives have been offset to some extent by budgeted staff 
savings as a result of implementation of the Department's STRATPLAN computer 
re-equipment program; There will be savings of ISO in average staff numbers as a 
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result of STRA TPLAN in 1987-88, and year on year savings in average staff 
numbers from this source will total 2000 by the end of 1991-92. This will achieve 
savings against the forward estimates of $5.3m in 1988-89. 

The balance of the Department of Social Security's expenditure relates to 
general administrative and capital expenses. The increase (from $210.0m to $218.5m) 
mainly reflects increased costs and charges, the carry forward of certain outlays 
from 1986-87 and the administrative expenses of the May Statement initiatives 
($6.lm), the child maintenance scheme ($1'.3m) and the families package ($l.2m). 

Department of Veterans' Affairs 
The provision for the Department of Veterans' Affairs includes $3.4m for 

Holders of Public Office, $75.0m for expenditure on staffing and $45.4m for 
administrative and capital equipment expenditure. The comparable figures for 
l 986-87 are $3.4m, $77.9m and $34.0m respectively. 

Department of Aboriginal Affairs 
Running costs of $30.4m are provided for the Department of Aboriginal Affairs 

comprising $2l.9m for salaries and allowances in respect of an average staff level 
of 738.2 ($2l.5m and 724.2 respectively in 1986-87) and $8.5m for general admin· 
istrative outlays. $0.5m is provided for capital equipment and $3.5m is provided for 
staff housing. 

Department of Community Services and Health 
The provision for the Community Services component of the Department of 

Community Services and Health consists of $33.8m for salaries and allowances in 
respect of a staffing level of 1163, down from $35.5m and 1203 respectively. This 
adjustment reflects minor savings in a number of areas, offset in part by increased 
staffing for the full year effect of expansions in 1986-87. The provision for admin· 
istrative expenses is $19.4m, an increase of $l.9m, including $3.5m for implemen· 
tation of a new ADP strategy, and provision for cost increases, offset by savings in 
ongoing administrative expenses and transfers. Also included is $6.5m for computer 
equipment ($0.7m in 1986-87), $1.0m for grants to community welfare organisations 
and Sl.2m for program evaluation and support purposes. 

4.10 RECOVERIES AND REPAYMENTS 

The total of $5.0m includes $2.6m (compared to $1.4m in 1986-87) for miscel
laneous receipts under the Department of Social Security. The increase largely 
reflects the receipt of payments outstanding from l 986-87 for the hire by other 
agencies of the Department's computer facilities. 

The total also includes $2.lm for miscellaneous receipts under the Department 
of Veterans' Affairs and payments of the sum of pension payments held in trust 
while an entitled veteran was in a psychiatric or other such facility. 
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S. HOUSING AND COMMUNITY AMENITIES, NEC 

The Commonwealth has a range of programs to assist people to obtain housing. 
In addition to the outlays included here, assistance for housing is given through 
outlays classified under other functions, eg rent assistance for pensioners and certain 
social security beneficiaries, assistance towards accommodation for the aged and 
disabled, crisis accommodation assistance, assistance to low income persons experi
encing extreme difficulty in meeting mortgage and rental payments and certain 
housing activities of the Aboriginal Development Commission (see 4. Social Secu
rity and Welfare). 

This functional heading also includes outlays relating to urban and regional 
development, environmental protection activities and urban development in the 
ACT. 

SUMMARY OF HOUSING AND COMMUNITY AMENITIES OUTLAYS 

1985-86 1986-87 1987-88 

5.1 Housing Assistance to Other 
Governments . .... , . 

5.2 Assistanctl to First Home Owners 
5.3 Defence Senke Homes . 
S.4 Housing In the ACT .. 
5.5 Housing Other . .• 
:5.6 General Adminisfralion 

(Housing) 

Total Housing 

5.7 Urban and Regional Development 
nee • ........ 

:5.8 Proteclion of Che Environment. 
S.9 Other Urban Administration 

Total Urban and Regional Develop
ment etc. 

TOTAL. 

Actual 

$m 

I 033.2 
241.6 

34.S 
4.8 

89.7 

12.3 

Actual Estimate 

$m $m 

1191.3 990.9 
201.7 222.2 
32.8 16.1 
4.9 2.7 

114.3 27.3 

ll.2 14.7 

1416,l 1558.3 1273.7 

1.7Cr 47.3 
14.8 14.8 
45.2 52.5 

58.3 114.6 

1474.3 1672.9 

25.9 
28.2 
48.l 

102.2 

1376.0 

Change 

$m % 
-200.4 -16.8 

20.5 10.2 
-16.8 -51.l 
-2.2 -45.4 

-87.1 -76.2 

1.5 11.0 

-284.S 

-21.4 
13.4 

-4.4 

-12.4 

-296.9 

-18.3 

-45.2 
90.9 

-8.3 

-I0.8 

-17.7 

Total outlays on Housing and Community Amenities nee are estimated to be 
$1 376.0m in 1987-88, or l.8% of total budget outlays. Outlays for the function 
over the S years to 1987-88 are estimated to increase by $276.5m or 25.1% from a 
base of $1 099.Sm, a real decline of 4.9%. Strong real growth in outlays occurred between 
l 983-84 and 1984-85 mainly due to increased payments to the States for housing 
and for home purchase assistance schemes. Thereafter outlays growth slowed, and 
in 1987-88 outlays are estimated to fall considerably in both nominal and real terms 
(17.7% and 23.0% respectively). This is due largely to a, drop in the level of housing 
payments to the States and the cessation of the Savings Banks Deposit Interest 
Subsidy Scheme. 
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5.1 HOUSING ASSISTANCE TO OTHER GOVERNMENTS 

The following table identifies the components of housing assistance to the Stales 
provided under the Loan Council nominating arrangements and the Commonwealth 
State Housing Agreement (CSHA). 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 

Nominated Funds-
-199.1 -34.1 Lo;1.ns 459.4 .584.7 385.6 

Rcp:l)'m~nt. of 
0

Pri
0nciP.il 3.9Cr 6.JCr 9.4Cr -3.I -49.6 

Ncl Lo.ins. 455.6 578.4 376.2 -202.2 35.0 

CSUA-
Gr.mis--

31.S o.s 1.4 Pensioner Housing . 36.6 37.0 
Aboriginal Housing . . . . . . . . 54.3 58.0 60.0 2.0 3.4 
Local Government and Community Hous-

12.0 J.O 9.1 ing. IO.O ll.O 
OthcrGr.tnts 517.6 549.6 550.0 0.4 0.1 

TolalGr.mlS. 618.S 655,6 659.5 3.9 0.6 
Loans-

48.4Cr S0.3Cr -1.9 -4.0 Repayment of Principal . . . . . . 46.SCr 
Other Gr.1nts to the States for Housing 5.6 5,6 5.5 0.1 -1.8 

Total. I 033.2 I 191.3 990.9 -200.4 -16.8 

The variations in outlays in this area in real terms since 1983~84 are shown in 
Chart I below. 
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-GRANTS 

DLOANFUNDS 

Nominated Funds 

Under arrangements. agreed at the June 1982 Loan Council meeting the six 
States have been able to nominate amounts for public housing from within their 
advances from the State Government Loan Council Borrowing Program provided 
that they first meet the matching requirements under the CSHA for payments for 
public housing from their own resources. Such nominated amounts have been 
repayable over 53 years at an interest rate of 4.5% p.a. (Further details on the 
arrangements can be found under function 9A. Assistance to Other Governments, 
nee.) 

The six States are able to nominate up to 100% of their loan moneys in 
1987-88 and it has been assumed that they will nominate the maximum perrnitted 
of $357.2m. This compares with actual nominations of $533.8m in 1986-87. 

The NT has also been able to nominate part, or all, of its general purpose 
capital advances for public housing. In 1986-87 the NT nominated $50.9m for 
public housing and it is expected to nominate $28.4m in 1987-88. The same terrns 
and conditions apply to these amounts as to advances made under the CSHA. 

Repayments by the States of Loan Council funds nominated for housing in 
previous years are estimated at $9.4m in 1987-88, compared with $6.3m in 1986-87. 

Grants to the States for Housing Under the CSHA 

Jn 1984 the CSHA was renegotiated. and a new Agreement was signed, to 
operate from I July 1984 for a 10 year period. During 1986-87 the Agreement was 
reviewed and some revised funding and adminiStrative arrangements have been 
agreed to operate from l July 1987. Total payments to the States for public housing 
purposes under the CSHA in 1987-88 are estimated at $700m, of which $40.Sm is 
classified under 4. Social Security and Welfare as detailed below. This represents 
a reduction of $40.9m on the forward estimates for this program. Repayments of 
assistance provided as loans in previous years are estimated at $50.3m. All assistance 
to the States under the CSHA in 1987-88 will be provided as grants as in 1986-87. 

Chart 2 below shows the proportions of CSHA funding to be allocated to its 
various components in 1987-88. 

CHART 2. COMMONWEAL TH STATE HOUSING AGREEMENT 
ALLOCATION OF FUNOS BETIIEEN PROGRAMS 

19B7·BB 
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The main provisions are: 
• $SSOm (virtually unchanged from 1986-87) as untied grants, to be matched 

on a $ for $ basis by the States; 
• $37.Sm (up l.4%) as specific grants for pensioner housing; 

• $60m (up 3.4%) as specific grants for Aboriginals in need of rental housing 
assistance; 

• $12m (up 9.1%) to the States for the Local Government and Community 
Housing Program, which assists local governments and community groups to 
provide and administer low cost rental accommodation. 

These outlays total $659.Sm; in addition: 

• $2Sm will be provided for assistance under the Mortgage and Rent Relief 
Scheme, an increase of 3.7% (see 4. Social Security and Welfare); and 

• $15.7m will be provided for the Crisis Accommodation Program, an increase 
of !0.7% (see 4. Social Security and Welfare). 

Details of the allocation between the States of Commonwealth assistance under 
the CSHA are shown in Budget Paper No 4, Commonwealth Financial Relations 
with other levels of Government, 1987-88. 

Other Grants to the States for Housing 

The States Grattts (Housing) Act 1971 provides for annual grants to the six 
States for 30 years in respect of their housing operations in 1971-72 and 1972,73. 
The payments are in lieu of an interest concession on State funding for public 
housing in those years. $5.Sm is provided for this purpose in 1987-88. In addition, 
payments to the States in the previous two years for projects relating to the 
International Year of Shelter for the Homeless are included here. 

5.2 ASSISTANCE TO FIRST HOME OWNERS 

First Home Owners Scheme 

The First Home Owners Scheme (FHOS) was introduced on l October 1983. 
It assists first home buyers with low to moderate incomes. 

As part of the housing package announced in March 1987, income limits for 
FHOS were increased including, for the first time, higher income limits for appli
cants with dependent children. This measure is estimated to increase outlays under 
the Scheme by $27.5m in 1987-88. 

$222m is provided for the Scheme this year. As assistance includes monthly 
payments for S years, outlays in I 987-88 will reflect ongoing payments to those 
qualifying since 1983 as well as current year applicants. 
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Chart 3 below provides information on outlays under FHOS in each year since 
1983-84. 

$Million 
500 

CHART 3. FIRST HOME OWNERSHIP SCHEME 
TOTAL OUTLAYS 1983-84 TO 1987-88 

.ango1ngAss1stance 

DNewAsslstance 

In 1986-87 the average level of benefit granted to successful applicants was 
$3807. The average price of houses purchased with assistance under FHOS was 
$55 000, and some 81% of dwellings purchased were already established. Of the 
1986-87 approvals, 57.8% involved applicants with dependants. 

Home Deposit Assistance Scheme 

The Home Deposit Assistance Scheme (HDAS) was replaced by FHOS in 
October 1983, but eligible persons could lodge applications up to I January 1987; 
$0.2m has been allocated for 1987-88. 

5.3 DEFENCE SERVICE HOMES 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Home Acquisiton Assis1ancc: . 33.9 29.6 15-6 -14.0 -47.J 
Insurance 0.6 3.2 0.4 -2.8 -86.4 

To1al. 34.5 32.8 16.J -16,8 -SI.I 

181 



Chart 4 below shows the level of receipt and payment components of DSH 
outlays over the past 5 years. 
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CHART 4. DEFENCE SERVICE HOMES CORPORATION 
PAYMENTS AND RECEIPTS 

1983-84 1984-85 1965-86 

OPAYMENTS 

.RECEIPTS 

Horne Acquisition Assistance 
The Defence Service Homes (DSH) Scheme has until now assis~ed ho'."e 

ownership by former and serving members of the Defence ~o;ces who. enlisted pnor 
to May 1985, and certain other eligible persons, by prov1d!~~ low mterest loans. 
The Government has recently reconsidered its May 1985 decmon th~t the Sc?eme 
be transferred to the private sector and has decided that future asSlstance will be 
provided in the form of a non-repayable, non-tax~ble cash grant of $10 000 for 
home acquisition; savings are estimated at $14.3m '.n 198'.-88. ($10 000 represents 
the net present value of the implicit interest subSldy paid br the Gover~ment.) 
Persons currently waiting for a DSH loan will have the opt•on of acceptm!! the 
cash grant instead of a loan. New applicants after 15 September 1987 ml! be 
offered the cash grant only. All grant applications received before the en~. of 
1987-88 will be settled in July 1988. Following that, there will be no formal wa1tmg 
period for DSH benefits. 

The present portfolio of DSH mortgages is to be sold. The terms o~ sale .•re yet 
to be finalised but will be such that the effect of the current ~oncess•onal mter":'t 
rate paid by borrowers will be maintained. The date of sale is expected to be m 
1988-89. 

The Government is currently reviewing, in consulation with interested parties, 
other aspects of the Scheme. 
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The largest components of outlays on home acquisition assistance are loans and 
grants to borrowers ($123.5m in 1986-87, estimated at $109m in 1987-88), net 
administration ($13.8m in both 1986-87 and 1987-88) and the access by borrowers 
to their excess repayments ($16.3m in 1986-87, $16.7m in 1987-88). These amounts 
are partially offset by principal repayments ($106.8m in 1986-87, $!07.4m in 
1987-88) and additional excess repayments ($16.5m in both 1986-87 and 1987-88). 
Other receipts of $0.7m relating to land sales in 1986-87 make up the difference 
between the sum of the above and the figures shown in the table. 

Insurance 

The Defence Service Homes Act has also provided for a self funded insurance 
scheme for borrowers and ex-borrowers provided they retain the property originally 
mortgaged under the Scheme. In line with the decision to sell the existing mortgage 
portfolio, the Government has also decided to sell the insurance business. 

Total outlays under this sub-function is the excess of cash receipts (other than 
receipts of interest on. investments-see Statement No. 4 Estimates of Revenue, 
1987-88) over payments from the Insurance Trust Account. The higher than 
expected outlays in 1986-87 arose largely from increased claims arising out of a 
series of storms in Sydney in August and October 1986. Premium rates are reviewed 
annually in the light of the estimated costs of administration for the ensuing year, 
the expected cost of claims, reinsurance, fire brigade charges and the need to ensure 
an adequate level of reserves. Following a review, the rating structure was increased 
as from 1 July 1987. The increase in premium receipts reflects not only the rate 
increase but also the increasing value of homes insured. 

5.4 HOUSING IN THE AUSTRALIAN CAPITAL TERRITORY 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Dwellings Buill for Rental . 36.9 34.2 33.7 -0.6 -1.6 
GrossAdvant:cs, , , . 7.7 13.6 14.2 0.6 4.7 
Repayment of Principal . : : 24.9Cr 24.7Cr 23.SCr 1.3 5.2 
Rent rtom Government Dwellings 23.0Cr 27.4Cr 31.2Cr -3.8 -14.0 
Maintenance of Ren1al DwcJJings 8.0 9.2 9.4 0.2 2.7 

Total. 4.8 4.9 2.7 -2.2 -45.4 

From 1 July 1987, ACT public housing operations have been aligned with the 
CSHA, together with revised administrative arrangements, including a new Housing 
Assistance Ordinance 1987 and a new trust account. As a result the ACT Housing 
Trust will assume full responsibility for, and control over, the management of public 
housing assistance programs in the ACT. 

Outlays are estimated to fall by $2.2m mainly reflecting increased rental receipts 
from public housing tenants. A 20% increase in rents took effect from 9 July 1987 
and represents a further step in the implementation of full cost rents (which are a 
CSHA requirement). The stock of rentable dwellings will also increase during 
1987-88 with the substantial completion of the 1986-87 construction program. The 
estimate is net of rental rebates which are allowed to ensure that no tenant pays 
more than 20% of income in rent. The increased rental receipts are partly offset by 
reduced principal repayments by mortgagors (down $L3m). 
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5.5 HOUSING OTHER 

1985-86 1986-87 1987-88 
Actual Actual Es1ima1e Change 

Sm Sm Sm Im % 
Accommodation for Migr.ints 14.0• 9.9 9.6 -0.3 -3.l 
Accommodation for Aboriginals, nee . 17.4 17.0 17.1 0.2 I.I 
Savings Danks Dcposil Jntercst Subsidy SS.I 86.9 -86.9 -100.0 
Housing Costs Reduction Program , 0.2 0.2 0.1 33.7 
International Year of Shelter for !he 

Homeless 0.3 0.4 0.3 -O.J -23.7' 

Total . 89.7 114.3 27.3 -87.1 -76.2 

Accommodation for Migrants 

Provision is made under this heading for the operations, works, plant and 
equipment, and services at migrant centres and fiats used for transitory accommo
dation for eligible migrants and refugees on arrival in Australia. 

The reduction in outlays follows completion of building works on migrant 
centres and flats commenced in previous years and the furlher rationalisation of the 
national migrant accommodation network. Closure of migrant centres at Graylands 
(WA) and Waco! (QLD) is to proceed and others not currently in use are to be 
offered for sale. Operating savings, estimated at $1.5m in 1987-88 ($2.6m in a full 
year) and further savings of $0.5m ($1.2m in a full year) arising out of changed 
management practices are to be partially offset by additional funding for migrant 
Hats modernisation. 

Accommodation for Aboriginals, nee 

Aboriginal Hostels Limited was established in 1973 to provide hostel accommo
dation for Aboriginals. $16.9m will be provided in 1987-88 to fund 59 company 
hostels (1714 beds) and 105 independently owned hostels (1954 beds). 

The Aboriginal Development Commission (ADC) provides housing loans to 
Aboriginals and grants to Aboriginal Housing Associations. Payments to the ADC, 
which is expected to spend some $68.0m on these activities, appear under the 
functional heading 4. Social Security and Welfare (Aboriginal Advancement Pro
grams1 nee). 

Savings Banks Deposit Interest Subsidy Scheme 

As part of the housing package announced on 2 April 1986, the Government 
decided to provide subsidies to the savings banks to enable them to compete more 
effectively for deposits. Their cost was $86.9m in 1986-87. The subsidy arrangements 
were discontinued in April 1987. 

International Year of Shelter for the Homeless 

Funds totalling $0.3m are provided for the International Year of Shelter for the 
Homeless program. These funds are to be allocated to projects which examine 
housing needs, document successful ways of solving housing problems, provide 
information on housing and homelessness issues and develop priorities in housing 
policy. 
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5.6 GENERAL ADMINISTRATION (HOUSING) 

Outlays of Sl4.7m provide mainly for administrative costs of the housing function 
of the Dep.artm~mt of Community Services and Health. The increase of $!.Sm 
reflects. mamly. 1.ncreased resources (consultants and computing equipment) to 
streamline adm1mstration of the First Home Owners Scheme. 

1985-86 1986-87 1987~88 
Actual Actual Estimate Change 

Local Government . 
Sm Sm Sm Sm % 

Growth Centres , 5,S 2.7 2.7 J.S 
Decentralisation Ass"ist~nc~ 6.4 0.3 1.ICr -1.5 n.a. 
U1ban Rehabili1a1ion 3.0Cr 3.7Cr 2.6Cr I.I 29.8 
Land Commissions/Urban· u;nd° C~un~ils

0 3.7 2.7 0.4CF -J.2 n.a. 10.0Cr 4.1Cr l.5Cr 3.2 68.1 Aust~a!ian Capital i:crritory , . . , . 45.ICr 4.9Cr 21.4Cr -16.4 Aboriginal Community Services and 
Amenities . ..... 34.7 49.2 45.1 -4.0 -8.2 Sewerage and Sanitation , , l.4Cr I.Ser l.9Cr -0.5 -31.5 Other Regional Development 7.5 7.2 7.1 -0.2 -2.1 

Total. l.7Cr 47.3 25.9 21.4 -45.2 

Local Government 

This item covers operating expenses of the Office of Local Government in the 
Department of Immigration, Local Government and Ethnic Affairs, assistance to 
local government through the Local Government Development Program (LGDP) 
and scholarships for local government officers to attend management courses at the 
Can?erra College of Advanced Education. The objective is to provide support 
services for local government designed to improve its efficiency and performance 
stre~gthen local'. econo1?'1ies and infrastructure, and facilitate provision of communit; 
services. $2.0m IS provided for the LGDP the same amount as in 1986-87. 
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Growth Centres 
Outlays attributed to this function concern Commonwealth involvement in the 

Albury-Wodonga, Bathurst-Orange and Macarthur Growth Centres. 
The estimates include a $I.Sm repayment installment of capital advanced to 

NSW for Macarthur partially offset by a $0.Sm contribution to administrative 
expenses of the Albury-Wodonga Development Corporation. 

Interest of $3.Sm on the money advanced for Macarthur is shown against 'Other 
Interest Revenue' in Statement No 4. 

Decentralisation Assistance 
The Regional Development Program, begun in 1977 and ended in 1981, provided 

assistance to various projects outside metropolitan centres. Repayments of loans 
under the program will continue for some years. Estimated repayments are $2.6m. 
(Interest estimated at $1.lm is recorded with 'Other Interest Revenue' in Statement 
No 4.) 

Urban Rehabilitation 
Outlays relate to the Commonwealth's involvement in the rehabilitation of urban 

areas in Sydney and Melbourne. In 1986-87 the Commonwealth made the final 
payment associated with the transfer of ownership of the Glebe Estate to NSW. 
$0.2m is repaid annually against a 1974 advance of $3.Sm to Victoria to acquire 
the Emerald Hill Estate for rehabilitation. 

Land Commissions/Urban Land Councils 
Under a program operating from 1973-74 to 1977-78, assistance was provided 

to several States for land acquisition and servicing, and urban renewal and redevel
opment. The States involved agreed to make lump sum repayments to the Com
monwealth in settlement of loans so provided. Estimated repayments are $1.Sm, 
representing the final repayment from WA. 

Australian Capital Territory 
Outlays are estimated to decrease by $16.4m mainly due to reduced payments 

on residential land development ($22.3m) reflecting lower estimated demand for 
residential land in the ACT and the intention that the private sector take on 
funding of a greater proportion of land development than in previous years. This is 
offset to some extent by reduced receipts from lease sales ($3.2m). 

Aboriginal Community Services and Amenities 
$45.lm is expected to be provided through the Department of Aboriginal Affairs 

to provide and maintain Aboriginal community services and infrastructure ($49.2m 
in 1986-87). This amount comprises direct payments to or in respect of Aboriginal 
communities of $36.5m ($38.7m in 1986-87) and payments to the States of $8.4m 
($10.4m in 1986-87). These payments include: 
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• $33.8m t.o. provide ~nd maint~in essential facilities and services for Aboriginal 
commumt1es. Of this, $7.9m IS to go to the provision of public health works 
such as safe and adequate water supplies, sewerage systems and associated 
power generation to alleviate ill health arising from sub-standard living 
conditions; 

• $0.~~ towards th~ _establishment costs (primarily for fencing and cattle grids) 
of hvmg area exc1S1ons for Aboriginals on pastoral leases in WA and the NT 
($0.3m in 1986-87); 

• $1.0m for WA for the second year of the $100m five year program, cost shared 
with the WA Government on a dollar for dollar basis, providing housing, 
water, sewerage and power and other amenities to remote communities which 
lack such facilities at present; and 

0 $0.8m for services to Aboriginal communities with a traditional interest in 
sites on the former Maralinga Prohibited Area directly affected by the British 
nuclear test program. 

Sewerage and Sanitation 
Repayments of capital are covered here. Advances totalling $240m were made 

between 1974 and 1977 under the Urban and Regional Development (Fi11ancial 
Assistance) Act 1974 and the Sewerage Agreement Acts 1973 and 1974 to enable 
the States to eliminate a backlog of sewerage works in principal urban areas. 
(Interest of $20.7m is recorded with 'Other Interest Revenue' in Statement No 4.). 

Other Regional Development 
Outlays here include the operating costs of the Regional Development Branch 

of the Department of Immigration, Local Government and Ethnic Affairs ($0.3m) 
and payments under the Federal Water Resources Assistance Program (FWRAP) 
specifically relating to urban flood mitigation. $5.0m is to be allocated for the latter 
purpose, following payments of $5.3m in 1986-87. Other components of the FWRAP 
are dealt with under the function 7B Industry Assistance and Development for 
•water resources deveJopment and management' and 70 Other Economic Services 
for 'urban water supply'. 

$0.5m is provided to fund studies of regional centres to identify opportunities 
for growth a~d development. This is a continuation for a further year of a program 
commenced m 1986-87 as part of the Government's Economic and Rural package. 
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5.8 PROTECTION OF THE ENVIRONMENT 

1985-86 1986-87 1987-88 
Actual Actual Estimate 

Sm Sm Sm 
Supervising Scientist and Allfgator River Region 

Research Institute ... , ... , , 5.S 6.1 6.1 
Rum Jungle Rehabilitation 4.4 o.s 0.2 
Other Protection of the Envi;on~c~t : 4.8 8.1 21.8 

Total. 14.8 14.8 28.2 

Office of the Supervisjng Scientist and the Alligator Rivers Region 
Research Institute (OSS) 

Change 

Sm % 

-0.6 
-o:i -51.9 

13.1 168.5 

13.4 90.9 

The provision of $6.lm reflects further staffing reductions for uranium related 
work in 1987-88 and the completion in 1986-87 of stage two of the Temporary 
Laboratory up-grading program, offset by additional funding, including five staff, 
associated with mineral exploration in the recently declared' Stage 3 of Kakadu 
National Park. 

Levies under the Customs Tari.ff (Uranium Concentrate Export Duty) Act 1980 
have been increased to recover 75%-previously 50%-of the costs of the OSS 
activities associated with uranium mining. These revenues are recorded under 'Other 
Taxes, Fees and Fines' in Statement No 4. 

Rum Jungle Rehabilitation 
Rehabilitation of the former uranium mine site at Rum Jungle, undertaken by 

~he NT Government on behalf of the Commonwealth, was substantially .completed 
JO 1985-86. $0.2m is provided for minor outstanding payments and a program of 
environmental monitoring. 

Other Protection of the Environment 
The Commonwealth agreed to provide $22.2m for a Rainforest Conservation 

Program of which $1.lm was spent in 1986-87, $15.0m is to be paid in 1987-88, 
and $6.lm in 1988-89. The program is to include surveys to identify rainforest areas 
of high conservation. significance, assistance to States to acquire privately owned 
rainforest for inclusion in national parks and reserves and to acquire or lease land 
for plantation establishment, and research to support conservation of rainforests. 
Payments under the program will include some costs associated with the Common
wealth move to World Heritage nomination of the Wet Tropics of North-East 
Queensland. This move follows the failure of negotiations with Queensland on the 
conservation of the area. An increase of 3 staff years has been agreed to enable 
research and consultation towards World Heritage nomination. 

The provision also includes $1.9m and 11 staff years associated with the 
Commission of Inquiry into the Lemonthyme and Southern Forests. The Inquiry 
was established to delermine the world heritage value of the area and whether there 
are environmentally and economically feasible alternatives to forestry in areas found 
to have such values. 
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Following consideration of the Interim Report of the Technical Assessment 
Group established to advise on options for clean-up of former British atomic test 
sites in Australia, the Government has proceeded with certain studies to determine 
the nature, extent and cost of the clean-up work necessary at Maralinga. $0.5m is 
provided for these studies, which are expected to be completed in 1987-88. 

5.9 OTHER URBAN ADMINISTRATION 

1985-86 1986-81 1987-88 
Actual Actual Estima1e Change 

Sm Sm Sm Sm % 
Australian Capital Territory . 43.4 50.7 46.1 -4.1 -8.0 
Other 1.1 1.8 1.S -0.3 -18.0 

Total. 45.2 52.5 48.1 -4.4 -8.3 

Australian Capital Territory 
Main outlays under this heading are $19.8m for the administrative expenses of 

the National Capital Development Commission (NCDC) ($18.9m in 1986-87), and 
$22m for consulting and professional fees payable by the Commission for investi
gation, design and construction purposes ($26.2m in 1986-87). The balance is for 
lighting and cleaning services provided by the ACT Administration. The decrease 
mainly reflects a lower level of work to be carried out by the NCDC. 

Other 
Payments under this heading relates to administrative costs of the Department 

of Arts, Sport, the Environment, Tourism and Territories separately identifiable as 
relating to the environment. 
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6. CULTURE AND RECREATION 

SUMMARY OF CULTURE AND RECREATION OUTLAYS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm $m $m $m % 
6.1 BrHdcastlngandTclevlslon, 557.4 557.8 570.8 13.0 2.3 
6.2 Natlona!Colleclions 89.2 102.0 110.l 8.1 7.9 
6.3 Arts and Culture 163.5 209,J 215.3 66.2 3J.7 
6.4 Youth, Sport 1nd a:cr;atl~n 63.8 46.4 38.0 -8.4 -18.1 
6.5 Nallonal Estate and Parks 31.0 33.2 38.2 5.0 15.0 

TOTAL 904.9 948.6 1,032.5 83.9' 8.8 

The Commonwealth provides support for a variety of cultural, recreational, 
sporting and conservation-related activities. From 1982-83 to 1987-88, total outlays 
on Culture and Recreation are estimated to have increased by $502m (95%); in 
1987-88 prices, the estimated increase will have been $281m (37%) since 1982-83. 

Broadcasting and Television comprises 55% of the function for 1987-88. During 
the 1980s this sub-function experienced significant growth increasing by $217m 
(61%), or 18% in real terms, since 1982-83. The Government has adopted a number 
of broadcasting initiatives in recent years which aim to provide greater access to 
both public and private radio and television services. Many of these initiatives have 
been designed specifically to expal\d the availability of multicultural television and 
to benefit people living in regional and remote areas, the most significant of these 
being works related to the introduction of the domestic satellite system. 

The outlays peak in real terms in 1985-86 (see Chart I) reflected several earlier 
Government decisions including the introduction of the Homestead and Community 
Broadcast Satellite Service (HACBSS) as well as improvements in accommodation 
for the Australian Broadcasting Corporation (ABC) and the extension of the 
television network of the Special Broadcasting Service (SBS) to all State capitals. 
Capital expenditure on broadcasting and television has increased from $25m in 
1982-83 to $65m in 1987-88. 

Chart 2 shows that significant real growth over the last five years has also occurred 
in areas of the National Collections and Arts and Culture sub-functions. 
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The increase in National Collections is largely due to outlays on museums and 
related facilities. Nominal outlays on museums has increased from $0.6m in 1982-
83 to a peak of $23.Sm in 1986-87 and will be $22.5m in 1987-88. This increase is 
largely the result of the Government's commitment to the development of an 
Australian National Maritime Museum. In 1986-87, concern at the number and 
scope of museums and related proposals prompted a review of the efficiency and 
effectiveness of existing Commonwealth museums (including the Australian Na
tional Gallery) and of the future Commonwealth involve".'ent in the .develop":'e?t 
of museums and related facilities. The recent federal election and revised adm1ms .. 
trative arrangements have delayed completion of the review and consideration by 
Ministers, which is now expected to occur later in 1987. 

The increase in Arts and Culture over the last 5 years reflects increasing outlays 
associated with the bicentennial celebrations, including the National Program and 
Commonwealth participation in Expo '88. Outlays are expected to decline signifi
cantly in future years. 

Since 1985-86, when outlays associated with the defence of the America's Cup 
peaked, the Youth, Sport and Recreation sub-function has experienced a reduction 
to an estimated $38.0m in 1987-88. Construction of facilities at the Australian 
Institute of Sport (carried out over a period of five years) was completed in 
1986-87. 

Outlays on National Estate and Parks have increased significantly since 1982-
83· in real terms the estimated increase will have been $16m (75%). The major 
co;,,ponents are the Australian National Parks and Wildlife Service, and the Great 
Barrier Reef Marine Park Authority. 

6.1 BROADCASTING AND TELEVISION 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Australian Broadcasting Corporation . . . . 430.0 425.6 430.4 4.8 I.I 
Special Broadcasting Service . . . . . . 46.4 48.7 52.9 4.2 8.6 
Operation and Maintenance of National Trans. 

49.6 52.6 53.7 I.I 2.0 mining Stations .......... 
Provision and Ins1allation of National Transmit-

J7.0 2.5 17.6 ting Stations ........... 16.2 14.5 
Regulation of the Broadcasting Industry . . . 6.9 7.3 7.8 0.5 7,0 
Planning of Broadcasting and Other Related 

8.3 9.1 9.0 -0.l -0.8 Outlays 

Total 557.4 557.8 570.8 13.0 2.3 

Australian Broadcasting Corporation 
The Prime Minister announced on 26 April 1987 that the Government would 

not be proceeding with the proposed amalgamation of the ABC and the SBS, but 
he stated that cost savings would still be made within the publicly funded broad
casting sector. In 1987-88, savings of $lm will be made for each of the ABC and 
SBS. 

The ABC's operations include four domestic radio networks, a national television 
network and an overseas radio service, Radio Australia. lt also maintains a sym
phony orchestra in each of the six State capitals and operates a number of ABC 
shops. 
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Total expenditure on the ABC is estimated at $479. lm after adding receipts of 
S40.0m from its orchestral and sales activities (down $3.6m) and an $8.7m opening 
cash balance to the ABC's appropriation of $430.4m. 

The ABC proposes to allocate $419.5m of its 1987-88 budget allocation to 
domestic radio, television and orchestral activities; $374.9m for operational outlays 
and $44.6m for capital outlays. The capital allocation includes $4. 7m for planning 
and other costs associated with new studios and office accommodation for radio and 
orchestral activities at Ultimo in Sydney, at a total cost of some $1 !0m. The 
balance of the appropriation ($10.9m) has been allocated lo Radio Australia. 

Special Broadcasting Service 

As stated above, the Government will not proceed with the amalgamation of 
the SBS and the ABC, but the SBS will realise savings of $lm from the co-operative 
rationalisation of its operations in 1987-88. 

The SBS operates multilingual radio stations 2EA in Sydney and 3EA in 
Melbourne and a multicultural television service in the six State capitals, Canberra 
and some regional centres. 

Of the $52.9m provided for the SBS ($48. 7m in 1986-87), $49.6m will be for 
operational outlays and $3.3m for capital outlays. These amounts will be augmented 
by estimated receipts of $0.7m and an opening cash balance of $l.6m, mainly from 
deferral of payments for the relocation of radio station 2EA. 

The 1987-88 figures include $4.7m for the relocation of radio stations 2EA and 
3EA to more suitable premises and to upgrade studio equipment. 

Operation and Maintenance of National Transmitting Stations 

The Commonwealth provides, operates and maintains the transmitting stations 
used for radio and television services by the ABC. This work is carried out by 
Telecom as an agent for the Commonwealth. There has been a small real reduction 
in outlays for this program reflecting increased efficiency. 

The SBS provides for the operation and maintenance of its radio and television 
transmitters, either by Telecom or by private contractors, from within its 
appropriation. 

Some national transmitting station sites are shared with commercial broadcasters 
or other users, who contribute towards the costs of services provided to them. 
Receipts from this source are estimated to be $3m in 1987-88 ($2.3m in 1986-87). 
largely reflecting an increase in rents for use of shared sites. 

Provision and Installation of National Transmilling Stations 

New transmitters and associated services required by the ABC and SBS are 
provided and installed by Telecom under contract to the Commonwealth. 

As announced in the May Statement, the Government has decided to slow down 
the expansion of these services, providing savings of some $6. 7m against the Forward 
Estimates. 

The 1987-88 estimate of $17m is nevertheless a 17.6% increase on 1986-87 
outlays of Sl4.5m. The significant 1986-87 under-expenditure against the $18m 
appropriated reflects a rescheduling of activity under the Equalisation program and 
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associated works on the ABC's Second Regional Radio Network and Band II 
clearance following the Government's decision to introduce four aggregated markets 
rather than the proposed six under the Equalisation plan. 

Some $7.4m has been allocated for works associated with the Government's 
Equalisation initiative which aims to provide three commercial television services to 
regional areas of Australia by the mid-1990s. The balance, $9.6m, is to provide new 
facilities, principally for the ABC, including those for the Remote and Underserved 
Communities Scheme and the introduction of new television transmission services 
in NSW, Victoria and Queensland. 

Regulation of the Broadcasting Industry 

The Australian Broadcasting Tribunal (ABT) is responsible under the Broad
casting Act 1942 for overall control of commercial and public radio services and 
commercial television services in Australia, including the granting and renewal of 
radio and television broadcasting licences and determining appropriate program and 
advertising standards. 

The budget outlay of $7.8m will enable the ABT to maintain its ongoing level 
of outlays. Some completed non-recurring activity including the Perth television 
licence inquiry and the ABT's relocation to new premises in Sydney is offset by the 
provision of some additional staffing and computing resources. 

Planning of Broadcasting and Other Related Expenditure 

The Department of Transport and Communications advises the Minister for 
Transport and Communications on overall planning of the broadcasting system in 
Australia and the development of policies for equitable access to radio and television 
services. 

The provision of $9.0m will allow the Department to plan the introduction of 
additional commercial television and radio services to regional areas; additional 
public radio services in regional and metropolitan areas; changes in some television 
frequencies to make way for additional FM radio services (Band II clearance) and 
introduction of a Second Regional Radio Network for the ABC and the Remote 
and Underserved Communities Scheme which aims to provide improved radio and 
television services in poorly serviced areas. Other costs arising in 1987-88 from these 
initiatives are noted under the heading Provision and Installation of National 
Transmitting Stations. 

The Public Broadcasting Foundation (PBF) will be provided with $1.3m for 
distribution to public broadcasting stations throughout Australia, and to help meet 
the administrative expenses of the PBF and the Public Broadcasting Association of 
Australia. 

6.2 NATIONAL COLLECTIONS 

1985-86 1986-87 1987-88 
Actual Aclual Estimate Change 

Sm Sm Sm Sm % 
Libraries 35.3 29.5 28.7 -0.8 -2.6 
Australian·N;tio~al·G~lle;y: 15.4 15.5 16.0 0.6 3.6 
War Memorial . . . . . 10.2 11.9 17.8 5.9 49.4 
Museums. 7.9 23.5 22.5 -1.0 -4.1 
Archives 17.0 17.S 20.6 3.1 18.0 
National Fil~ a~d Sou~d 

0

Ar~hi~e : 3.5 4.1 4.4 0.2 5.4 

Total. 89.2 !02.0 JIO.l 8.1 7.9 
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Libraries 

The provision for libraries includes $26.2m for the operating expenses of the 
National Library of Australia, of which $S.2m is for acquisitions. 

Australian National Gallery 

An allocation of $IS. 7m has been made for the operating costs of the Australian 
National Gallery. This includes $3.3m for Government funded acquisitions of works 
of art. The Gallery expects to receive a further $2.Sm in receipts to help finance 
its operations. 

War Memorial 

$10.4m ($9.4m in 1986-87) is provided for expenditure by the Australian War 
Memorial, comprising salary and operational costs of $9 .6m and $0.8m for capital 
works and services. An additional $7.4m is provided to continue construction of the 
administrative building (total cost $9.7m) for the Memorial. 

Museums 

The allocation for the National Museum of Australia ($2.Sm) allows for the 
continuation of 1986-87 activity levels pending Government consideration of the 
Review of Commonwealth Involvement in the Development of Museums and 
Similar Collecting and Exhibition Institutions. 

Construction activity on the Australian National Maritime Museum is expected 
to finish towards the end of 1987-88, when the balance of the Commonwealth 
payment for construction, namely $\Om, will be made ($18m in 1986-87). Current 
plans are for the full museum display to be opened to the public in October 1988. 
$10.0m is allocated for salary and operational expenses (including plant and equip
ment) together with 60 staff years in 1987-88. 

Archives 

The increase largely reflects the start of construction of a new repository in 
Tuggeranong (ACT) at an estimated total cost of $2.6m ($0.7m in 1987-88), minor 
new works ($0.3m), and increased administrative expenses ($1.lm). 

6.3 ARTS AND CULTURE 

1985-86 1986~87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Film Industry Development . 20.4 21.4 19.8 -1.6 -7.4 
AssistancelotheArts. 49.3 50.4 53.6 3.3 6.5 
Assistance to Authors . 1.8 2.1 2.4 0.4 17.7 
War Graves. 3.7 7.5 5.9 -1.6 -21.3 
At1$ttallan Bic¢nien~iai C~!ebta!ion~ 31.6 69.8 118.0 48.2 68.9 
Aboriginal Heritage, Culture and Recr~a1ion: 8.1 10.9 12.S 1.6 14.4 
Other Cultural Organisations. , . 11.2 4.4 20.9 16.5 377.0 
Culture and Recreation in the ACT 36.2 41.6 41.0 -0.6 -1.5 
Arts and Culture-Administration , 1.0 I.I 1.2 0.1 12.0 

Total. 163.5 209.1 275.3 66.2 31.7 
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Film Industry Development 

The reduction in outlays for 1987-88 mainly reflects the Government's decision 
to restructure the operations of Film Australia, the film production arm of the 
Australian Film Commission (AFC), as a wholly owned Government company. 
Film Australia staff have been reduced by 27 to 106, with full year savings of 
$ l.3m expected to be achieved. Redundancy payments of $1.l m were made in 
1986-87. A provision of $6.3m has been made for Film Australia in 1987-88. A 
recently formulated revenue sharing arrangement for the General Activities Branch 
of the AFC by which any increase in revenue is shared between the AFC and the 
Commonwealth also contributes to the reduction. This arrangement provides an 
incentive for the AFC to generate revenue. 

Assistance to the Arts 

It was recently agreed to rationalise funding for the Arts through the Australia 
Council. The Australia Council's appropriation of $SI.Sm and 122 staff years 
includes savings of S staff years, $0.2m, with a further S staff years reduction in 
1988-89. A reduction of $Im in grants in aid provided through the Australia 
Council was announced in the May Statement. 

War Graves 

The Office of Australian War Graves is responsible for arranging the individual 
commemoration of those men and women who died during, or as a result of, their 
war service. The decrease in estimated expenditure in 1987-88 mainly reflects the 
completion or near completion of the construction of Gardens of Remembrance in 
South Australia and Queensland and a reduction of $1.lm in payments to the 
Commonwealth War Graves Commission. 

The Government has decided to extend the Garden of Remembrance at Rook
wood in Sydney and to refurbish a number of existing plaques of commemoration. 
The cost is expected to be $2.Sm in 1988-89 and $0.3m in 1989-90. The Government 
has also decided that commemoration from I July 1988 will by way of plaque 
only-saving $0.9m per annum. 

Australian Bicentennial Celebrations 

The total cost of the bicentennial program (at average 1987-88 prices) is 
estimated to be $202m. The program comprises a National Program element of 
$!36m and a Commemorative Program element of $66m. The National Program, 
administered by the Australian Bicentennial Authority (ABA), is designed to fund 
a variety of community activities and special events to celebrate Australia's bicen· 
tenary in 1988. (Chart 3 outlines how the total Program is to be allocated by type 
of activity.) Payments under the Commonwealth-State Bicentennial Commemora
tive Program made through the Department of the Prime Minister and Cabinet are 
paid directly to the States and are for capital projects of a lasting nature. 

In addition to these program costs, an amount of $15.Sm is included in 1987-88 
to meet the operating expenses of the ABA and $0. 7m for administrative expenses 
of the Department of the Prime Minister and Cabinet related to the bicentennial 
program. 
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CHART 3. NATIONAL BICENTENNIAL PROGRAM 

Note: Total Program amounts to SI SO.Im of which the Commonwealth is providing $136.lm. 

Aboriginal Heritage, Culture and Recreation 

This item includes $12.Sm for grants to Aboriginal communities and groups for 
cultural, recreational and sporting activities ($10.9m in 1986-87), including $1.2m 
for Aboriginal broadcasting and communications activities ($1.2m in 1986-87). Also 
included in this item is $7.Sm for expenditure by the Department of Aboriginal 
Affairs on dedicated projects for Aboriginal women and the promotion of Aboriginal 
art, heritage,. culture and recreation in both the Aboriginal and general Australian 
communities ($6.lm in 1986-87) and $3.Sm for the Australian Institute of Aborigi
nal Studies ($3.6m in 1986-87). The Institute was established in 1964 to promote, 
encourage and assist research in relation to the Aboriginal people. 

Other Cultural Organisations 

The substantial increase in outlays in 1987-88 reflects the funding requirements 
of Commonwealth participation in Expo 88 in Brisbane and the establishment of 
the Office of Multicultural Affairs. 

Culture and Recreation in the ACT 

The estimates provide for the maintenance of existing services at about the same 
level as in 1986-87, offset by the completion of capital works that were commenced 
in 1986-87 and previous years. 
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6.4 YOUTH, SPORT AND RECREATION 

1985-86 1986-87 1987-88 
Accua! Actual Estimalc Change 

Sm Sm Sm Sm % 
Australian Institute or Sport-E!r.pcnscs 19.9 14.1 13.4 -0.6 -4.S 
Australian Sports Commission. . , , 8.7 9.2 10.2 1.0 10.7 
Na1icna! Sports Facillties Program . . 7.0 7.0 5.2 -1.8 -25.7 
Youth Affairs . .... , ... 8.6 6.5 3.8 -2.7 -41.7 
"Young Endeavour" Program for Youth 2.0 2.0 n.a 
Other Youth, Sport and Recreation . . 19.6 9.6 3.4 -6.2 -64.5 

Total 63.8 46.4 38.0 -8.4 -18.1 

Australian Institute of Sport 

A reduction in the Australian Institute of Sport's dependence on Commonwealth 
a;;sistance throug? the ~t~blishment of off-budget revenue targets and the comple
tion of construction activity are the main factors contributing to the reduction in 
outlays. 

Australian Sports Commission 

The increased level of support for the Australian Sports Commission is due 
mainly to an increase in the Commonwealth's contribution to the Australian 
Olympic Federation for participation in the 1988 Seoul Olympic Games. 

National Sports Facilities Program 

The reduction in outlays reflects the Government's decision to defer the balance 
of expenditure ($2.8m) under the program to 1988-89. 

Youth Affairs 

The Budget provides $3.8m for programs related to youth (apart from those 
included under 2. Education, such as student assistance, and 7C. Labour and 
Employment, such as the Community Youth Support Scheme, the Australian 
Traineeship System and' Youth and Community Centres). Of this, $1.lm is for the 
consultation, information and youth media programs which provides information 
and consultation with young people on Commonwealth provisions and entitlements. 
An amount of $0.7m will also be provided for grants to non-Government sector 
youth organisations. Other youth-oriented provisions in 1987-88 are for international 
youth exchanges, research and policy development, youth services development and 
for the establishment of an Australian Contemporary Music Development Com
pany. In addition, the salary and administrative costs of the youth affairs programs 
is $1.2m. The 1987-88 youth affairs figure is down $2.7m largely as a result of the 
completion in 1986-87 of the pilot Community Service Volunteers Scheme and the 
bulk or the pilot youth services development program. 

"Young Endeavour" Program for Youth 

The sail training ship "Young Endeavour" is the bicentennial gift to Australia 
from ~reat Britain, and. from February 1988 will be operated by the Royal 
Australtan Navy to pr?v1de adventure under sail cruises for young Australians. 
Costs of the program will be partly offset by the receipt of donations and fares the 
level of which is yet to be determined. ' 
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Other Youtlt, Sport and Recreation 
The reduction in estimated outlays in 1987-88 (down $6.2m on 1986-87) largely 

reflects the completion of Commonwealth assistance associated with the Defence of 
the America's Cup in 1987. 

6.5 NATIONAL ESTATE AND PARKS 

1985-86 1986-87 1981-88 
Actual Actual Estimate Change 

Sm Sm Sm $m % 

Australian National Parks and Wildlife 1.9 126 Service . ..... • .... 14.0 15.3 17.2 
Great Barrier Reef Marine Park Authorit

0

y 6.4 6.7 8.8 2.2 32.5 
National Eslalc . 6.1 5.8 6.1 0.3 5.7 
Australian Hcritagc°C~m.;,ission° 1.6 1.8 2.2 0.5 26.0 

01hcr 3.0 3.6 3.7 0.1 2.5 

Total. 31.0 33,2 38.2 5.0 15.0 

Australian National Parks and Wildlife 
The increase largely reflects the recent decision to declare Stage 3 of Kakadu 

National Park. An additional $0.Sm and 8 staff years is to enable the Australian 
National Parks and Wildlife Service to provide facilities and to manage the area 
and to assist in monitoring exploration activities in the Conservation Zone. In 
addition $0.4m and 2 staff years have been provided in 1987-88 for the establishment 
and operation of Aboriginal Contract Employment in the Nature Conservation 
Program. 

Great Barrier Reef Marine Park Authority 
The increase reflects changed funding arrangements for coastal surveillance (up 

$0.6m on 1986-87) and day-to-day management of the Great Barrier Reef Marine 
Park (up $0.6m on 1986-87), the costs of which are shared with the Queensland 
Government. 
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7A. TRANSPORT AND COMMUNICATION 

~he _following table shows that Commonwealth outlays for transport and com
m~mcatzon purposes are expected to continue their decline of recent years with an 
estimated fall of $7.7m or 0.5% in 1987-88. This largely reflects an increa'se in the 
rep~ym~nt of loans by Australia Post, increases in aviation charges, completion of 
ma3or airport ~orks a~ Perth, Brisbane and Townsville and a smaller supplement 
for .the Austrah~n _Na!lonal Railways Commission. These decreases are partly offset 
by mcreased aviatmn service costs (mainly associated with the new Brisbane Air
po~t) and a lower repayment of advances by Telecom. Road grants to the States 
which accou~t f?r almost three-quarters of Commonwealth outlays on transpor; 
and commumcat1on, are about the same as in 1986-87. 

SUMMARY OF TRANSPORT AND COMMUNICATION OUTLAYS 

1985--86 1986-87 1987-88 
Actual Actual Estimate Change 

$m $m $m $m % 
7A.1 Communication 20.ocr 86.3Cr 15.SCr 10.8 12.5 
7A.2 AlrTransport , 336.9 283.2 266.7 -16.5 -s.s 
7A.J Road Transport I 306.8 1308.3 1314.J 5.9 0.4 
7A.4 Rail Transport 78.8 61.S 48.5 -13.0 -21.1 
7A.S Sea Transport , 36.3 54.0 58.4 4.4 8.1 
7A.6 Plpellnrs .• J0.4Cr lZ.9Cr 17.4Cr 5.4 23.8 
7A.7 Olher 66.3 71.4 66.6 -4.7 -6.6 

TOTAL. 1794.8 1669.3 1661.6 7.7 -0.5 

7A.l COMMUNICATION 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Na1ional Communica1ions Satellite System 2.2 -1.7 
R:idio Frequency Management . . . . 12.8 14:j 14.6 o:j 2.2 

Sub.total 15.0 14.2 14.5 0.3 2.2 

Authorities Providing Communications Services-
Australian Telecommunications Commission 

lntercst 0 bc:iring advances . , . , . 103.0 -103.0 -100.0 
Repayment of intercst·bcaring advances 35.0Cr 201.0Cr 81.0Cr 120.0 59.7 

Australian Postal Commission 
Repayment of Capital . 2.5Cr 9.0Cr -6.5 -260.0 

Total. 20.0Cr 86.3Cr 15.5Cr 10.8 12.5 

National Communications Satellite System 

AUSS~ T Pt?' Ltd, owned 75% by the Commonwealth and 25% by Telecom 
was es~abhshed m 1981 ~o own and operate Australia's domestic satellite system'. 
The th1~ and final satellite of the first generation of AUSSAT satellites is due for 
launch m September I 987 and planning for the replacement second generation of 
satellites (due for launch in 1990-91) is well advanced. There will be no calls on 

dt~e.dBudget by AU~SAT in 1987-88 and the company is expected to commence 
1v1 end payments m 1988-89. 
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Radio Frequency Management 
Some $14.6m is provided to enable the Department of Transport and Commu

nications to oversight use of the radio frequency spectrum for private, commercial 
and public radiocommunications purposes. 
AUTHORITIES PROVIDING COMMUNICATIONS SERVICES 

Communications services are mainly provided by the Australian Telecommuni
cations Commission, the Australian Postal Commission, the Overseas Telecommun
ications Commission (Australia) and AUSSAT Pty Ltd, all of which operate outside 
the budget sector. 

Australian Telecommunications Commission (Telecom) 
Telecom operates on a commercial basis with a statutory objective of financing 

all its operating costs plus at least half of its capital expenditures each year from 
internal sources. Commencing in 1987-88, Telecom is required to pay sales tax and 
customs duty (see Statement 4) although it otherwise enjoys a tax-exempt status. 
Telecom's capital expenditure program for 1987-88 (net of the effects of the new 
sales tax and customs duty) is estimated at $2580m, an increase on I 986-87 of 
about 7% in real terms. Telecom has been authorised by the Loan Council to 
undertake new borrowings of $745m in 1987-88 to partly finance this program, with 
the balance of funds coming from internal sources. No interest-bearing advances to 
Telecom from the Budget are envisaged in 1987-88. 

In 1986-87, Telecom was required to repay $98m of its outstanding budget 
Joans, following a repayment of $35m in 1985-86. The $98m repayment coincided 
with the rollover in February 1987 of a $201m loan, the difference being the 
Commonwealth advance of $103m in the above table. As announced in the May 
Statement, Telecom will be required to repay a further $Sim of its outstanding 
debt to the Commonwealth. 

Telecom is also repaying,. at the rate of $64m a year over 8 years, the employer 
superannuation contributions which it retained in the 6 years to 1983-84 to finance 
its capital program. (For further details,. refer to Statement No. 3 in the 1985-86 
Budget Paper No I). 

The total interest payable to the Commonwealth by Telecom in 1987-88 is 
estimated at $653m compared with $66Jm in 1986-87. The $8m decrease reflects 
the debt repayments by Telecom offset by increased rates of interest on the debt 
which has been rolled over. (For further details, see Statement No. 4). 

Australian Postal Commission (Australia Post) 
Australia Post is also required to operate on a e-0mmercial basis with, like 

Telecom, a statutory objective of financing all its operating costs plus at least half 
its capital expenditure each year from internal sources. It too is now subject to 
sales tax and customs duty but otherwise enjoys a tax-exempt status. Australia 
Post's capital expenditure program for 1987-88 is estimated at $1 !Om, compared 
with $88m in 1986-87. No new money borrowing program has been approved for 
Australia Post in 1987-88. 

In 1986-87, Australia Post repaid $2.5m of the original capital of $J051m vested 
in it in 1975 and in 1987-88 will be required to repay a further $9.0m, reducing the 
balance of its vesting-day capital to $28.4m. The interest payable to the Common
wealth on this capital is estimated at $5.3m in I 987-88, a decrease of about $0.2m 
(see Statement No. 4), reflecting the $2.5m debt repayment in 1986-87. 
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7A.2 AIR TRANSPORT 

1985-86 1986-87 1981-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm \\\ 
Services to Air Transport Industry-

Adminisrrotion .. , , .. , ... 387.1 396.9 425.1 28.2 7.1 
Plant and Equipment for Airport and Airways 

Facilities ... , .. , .• , , 45.8 37.3 58.7 21.4 57.5 
Sites, Buildings and Works 143.0 124.1 88.7 -35.4 -28.5 Recoveries-
Air Navigalion Charges 143.?Cr 186.?Cr 213.2Cr -26.5 -14.2 
Airport Rentals and Busin~ss i:o~c~i~ns 61.9Cr 16.9Cr 85.?Cr -8.8 -11.4 
Other Recoveries in Outlays 19.4Cr 23.6Cr 22.4Cr 1.2 5.1 

Sub-total 
Qantas Airways Li.,;itcd....'. 350.7 271.1 251.3 -19.9 -7.3 

Repayment of Advances , . , . . . 
Australian National Airlines Commission-

24.1Cr 

Rcp.i:ymcnc of Advances 
Assistance to Operators and Avi

0

uti~n Bodies:_ 6.1Cr 

Air Service Subsidies o.s 0.7 0.8 0.1 6.8 Grants to Aviation Org~nis'.ui~ns. 1.0 I.I 1.2 0.1 7.3 
Aerodrome Local Ownership Plan 16.1 10.3 13.S 3.2 31.2 

Total. 336.9 283.2 266.7 -16.S -5.8 

Government services to the air transport industry are currently supplied by the 
Dep~rtme~t. of ~r~nsport ~nd Communications, which operates 57 airports and 
provides c1v1l av1at1on services at all government-owned airports including those 
under the control of the Department of Defence. The Budget estimates for 1987-
88 reflect these arrangements, although seventeen major airports are to be taken 
over by the Federal Airports Corporation, thus taking off-budget significant new 
and replacement infrastructure costs and airport earnings, at a date to be determined. 

The Department is also responsible for formulating and enforcing air safety and 
~perati?nal re~latio~s, admi?istration of the Two Airlines Agreement, and provid
mg policy advice on mternational and domestic aviation issues, including oversight 
of Qantas and Australian Airlines. 

The costs of the services supplied to the industry by the Department are 
re<:~ver~d partly through direct charges which are offset within outlays, viz air 
navigation charges ($2!3.2m in 1987-88), airport rental and business concession fees 
and other user charges ($104.lm). General revenue from aviation fuel excise 
($214m) and the international departure tax ($59.Sm) is also treated as a contri
bution by the industry to meet the cost of services. 

Percent 
70 

Cl-!ART 1. ATTRIBUTABLE RECOVERIES: 
SHARES BY SOURCE 

---
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F'OELE:l:CISE 

AIR NAY. CHARGES 

OTttER RECOVERIES 

DEP.lAlllAElAX 

Preliminary calculations indicate that, after years of significant under recoveries, 
a l 06% cost recovery rate was achieved in 1986-87 and l 02% is forecast for 
1987-88. The main reasons for the marked increase in cost recovery are increased 
aviation fuel excise rates intended to offset general revenue (and price) reductions 
due to Import Parity Pricing arrangements, the decision to attribute departure tax 
revenue from 1986-87, and increased air navigation charges. Chart l indicates the 
trend towards increasing reliance on fuel excise revenues as a cost recovery instru
ment; arrangements for the measurement and recovery of costs are to be reviewed 
before the 1988-89 Budget. 

SERVICES TO AIR TRANSPORT INDUSTRY 

Administration 
Agency administration costs for air transport, excluding corporate services, are 

estimated to rise by $28.2m or 7.1% to $425.lm. The estimate allows for full year 
effects of National Wage Case decisions ($4.3m), general price increases ($7.6m), 
carry-over of 1986-87 allocation ($5.Sm), operating costs of new Brisbane Airport 
($5.2m), removal of asbestos at Sydney International Airport Terminal ($2.0m) 
and introduction of inter-agency charging ($2.6m), partly offset by the 1.25% 
efficiency dividend ($5.lm). 

Plant and Equipment for Airports and Airways Facilities 

Purchases of navigational, communications and other plant and equipment are 
estimated at $58.7m (up $21.4m) reflecting the commencement of a major upgrade 
of the airways system which will involve significant future outlays. Integration and 
modernisation of the airways system will reduce air transport infrastructure oper
ating costs. 

Sites, Buildings and Works 

The $35.4m reduction mainly reflects completion of Perth Airport development 
in 1986-87 and the scheduled completion of Brisbane and Townsville Airport 
development projects in 1987-88, partly offset by additional outlays on upgrading 
the international terminal building and taxiways at Sydney (Kingsford-Smith) Air
port and runway resheeting works at Perth and Alice Springs airports ($6.5m). 
Land acquisition for a second Sydney airport at Badgerys Creek will be limited to 
$!Sm in 1987-88 ($9.8m in 1986-87) and funding for the next three years will be 
maintained at $1 Sm in real terms. Provision has also been made for the transfer of 
land and buildings of Watson High School (ACT) to the Department of Transport 
and Communications for use as an Aviation Training College and for the construc
tion of a building to house air traffic control simulators. 

RECOVERIES 
Air Navigation Charges 

Recoveries from this source will rise by $26.Sm due to maintenance of charges 
at. the same real level and industry growth. The Government has replaced the 
system of fixed annual air navigation charges for General Aviation users with a 3.9 
cents per litre surcharge on Avgas fuel excise (which is a taxation revenue, see 
Statement 4) from l July 1987. Prepaid charges, in respect of the period following 
1 July 1987, are being refunded. The rebate for commuter airlines will continue in 
1987-88 at a reduced rate of 25%, costing $1.2m. 
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Airport Rentals and Business Concessions 
Recoveries from airport rentals are estimated to increase by $0.4m or 2% to 

$20.0m. Recoveries from business concessions at airports are expected to rise by 
$8.4m to $65. 7m, mainly due to contract renewals on commercial terms. 

Other Recoveries in Outlays 

The reduction is mainly due to lower recoveries for services (mainly on-sale of 
electricity) to other departments· and organisations. Such recoveries are estimated 
to fall by $1.lm to $15.7m. 

ASSISTANCE TO OPERATORS AND AVIATION BODIES 
Air Service Subsidies 

The Government has allocated $0.8m for continuation of subsidies to seven 
operators of air services in remote areas to ensure a designated level of service to 
the isolated communities concerned. 

Grants to Aviation Organisations 
Provision has been made for contributions of $790 000 to the International Civil 

Aviation Organization and $38 000 to the Commonwealth Air Transport Council. 
Nine domestic aviation bodies will receive grants totalling $0.3m. 

Aerodrome Local Ownership Plan 

Under the Plan, the Commonwealth finances the up-grading of aerodromes 
servicing local demands to a mutually agreed standard at the time of transfer from 
Commonwealth to local ownership, and thereafter provides grants to help local 
bodies fund the maintenance and further development of the aerodromes. The Plan 
will cost the Commonwealth $13.Sm (up $3.2m) in 1987-88. 

7A.3 ROAD TRANSPORT 

1985-86 1986-87 1987-88 

ROAD GRANTS TO THE STATES 

Road grants. under this heading are provided mainly under the Australian Land 
Transport Program (ALTP) and the Australian Bicentennial Road Development 
(ABRD) program. The Budget provides for outlays of $1244m on roads under 
these schemes in 1987-88: This is similar to the level of outlays in 1985-86 and 
1986-87 (see Chart 2 below). 

The Government has announced that the existing 2 cents per litre excise 
surcharge on motor spirit and distillate, currently used to fund the ABRD program, 
will be continued for a further five years after 1988 and that revenue raised from 
the surcharge will continue to be dedicated to roads. 

Australian Land Transport Program 

The Australian Land Transport (Financial Assistance) Act 1985 (the 'ALTP 
Act') commenced on 1 July 1985 and provides for a five-year financing program. 
The program is funded from a share of the excise on motor spirit and diesel fuel, 
which (after allowing for rebates) is paid into the Australian Land Transport Trust 
Fund. 

$Million 
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CHART 2. ROAD GRANTS TO THE STATES 
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Road Grants to the States-
Austra!ian Land Transport Program . . 
Australian Bicentennial Road Oevelopment 

Program . .... . 
Interstate Road Transport. 
Other 

Sub-total. 

Rm1d and Related Works in the ACT. . , 
Public Transport and Equipment in lhe ACT 
Transport Research and Investigations. 

Total. 

Sm Sm Sm Sm % 

805,J 

440.0 

5.8 

1250.9 

35.7 
18.3 
2.0 

1306.8 
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SOSA 

439.6 
1.4 
1.0 

1247.5 

37.8 
21.0 

2.0 

1308.3 

763.8 -41.6 -5.2 

480.2 40.6 9.2 
s.o 3.6 258.1 

1249.0 

29.2 
33.5 
2.4 

1314.1 

-1.0 -100.0 

1.5 0.1 

-8.6 -22.8 
12.5 59.7 
0.4 20.5 

5.9 0.4 
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1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 

In general, the share of the fuel excise dedicated to the AL TP is indexed to the 
CPI in the same way as general excise· rates. However, the Government announced 
in the May Statement that outlays under the ALTP and the ABRD program would 
be held to $1250m in 1987-88. The rate of excise allocated to the ALTP will be 
adjusted to achieve this. 

205 



Moneys in the Trust Fund, including interest on unexpended amounts, can be 
used only for purposes designated under the ALTP Act. Of the $769.8m available 
in 1987-88, $763.8m will be provided to the States for road construction and 
maintenance. A further $6.0m of AL TP funds will be used for other purposes and 
is therefore included under other relevant functional headings. These funds (which 
are not distributed among the States) will be made available for funding land 
transport research and road safety, and ALTP administration costs ($!.Om in 1987-
88) incurred by the Commonwealth Department of Transport and Communications. 
The program also provides scope for re-allocating funding to railway improvement 
programs. 

Funds for arterial and local roads will be allocated between the States in 1987-
88 in accordance with the provisions in the legislation. The Commonwealth Gov
ernment has accepted the recommendations of the Independent Inquiry into the 
Distribution of Federal Road Grants (the Cameron Inquiry) for the distribution of 
the previously unallocated 10% of ALTP arterial and local road funds. This will 
slightly increase the share of ALTP funding to NSW, Victoria and South Australia 
as well as providing a larger share for urban and rural arterial roads. The combined 
allocation of AL TP and ABRD road grants to the States by road category is 
illustrated in Chart 3. 

CHART 3. ROAD GRANT TO THE STATES 
BY CATEGORY OF AOAD 1987-88 

N~tional Roaa,·-43,31 

Australian Bicentennial Road Development Program 
The ABRD program provides funds to the States for road works and urban 

public transport projects, with the aim of upgrading sections of Australia's. road 
system to a high standard by the bicentennial year. It is financed from the previously 
mentioned surcharge of 2 cents per litre on the excise on motor spirit and distiUate, 
and is to terminate on 31 December 1988. As with the ALTP, excise receipts (net 
of rebates) and interest on unexpended amounts are paid into a Trust Fund and 
can be used only for ABRD projects. The Budget provides for payments to the 
States under the program of $480.2m in 1987-88. The ABRD Trust Fund is 
expected to have a balance of $19.4m at 30 June 1988. 
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Interstate Rood Transport Charge 

Commonwealth assistance to the States under the Interstate Rood Transport 
Act 1985 and the Interstate Rood Transport Charge Act 1985 commenced on l 
January 1987. This legislation provides for the registration of vehicles and licensing 
of operators engaged in interstate trade and commerce. The registration charge is 
designed to ensure that such vehicle owners contribute to the repair and mainte
nance costs associated with the roads they use. Charges under the legislation are 
collected by State and Territory vehicle registration authorities and paid into a trust 
fund prior to distribution to the States and Territories for outlays on the roads. 
Collections to be passed on to the States are estimated at $5.0m for 1987-88, the 
first full year of operation. 

Other 

The $!.Om provided in 1986-87 for outlays on roads projects in Australia's steel 
regions, as part of a package of assistance to these regions which began in 1983-84, 
was the final payment. The Commonwealth, through special grants to Tasmania, 
funded the total cost of the second Hobart bridge, opened in 1984. The payment 
of $0.lm in 1986-87 was also a final payment. 

TRANSPORT IN THE ACT 

Rood and Related Works in the ACT 

Outlays in 1987-88 on the construction, improvement and maintenance of roads, 
highways and bridges in the ACT include $16.7m for new roads and improvements 
to existing roads and $12.Sm for road maintenance. 

The reduction in outlays reflects the completion of roadworks commenced in 
1986-87 and previous years, particularly those associated with access to the new 
Parliament House. Offsetting this to some extent, work is to commence in 1987-88 
on stage I of the Eastern Parkway. 

Public Transport and Equipment in the ACT 

This provision has increased by $12.Sm; it includes the operating subsidy for the 
ACTION bus service ($19.2m, up $1.8m) and the purchase of additional and 
replacement buses and associated plant and equipment ($17.9m, up $11.lm). The 
increase results from undertaking capital outlays on-budget, and extending operating 
subsidy payments, so that Canberra's local public transport service can expand in 
line with new suburban development and employment growth in the civic centre. 

TRANSPORT RESEARCH AND INVESTIGATIONS 

As in the past. three years, part of the AL TP program fund will be devoted to 
land transport research. $2.4m (up $0.4m on 1986-87) is to be provided. The 
Australian Road Research Board, which the States also fund, undertakes research 
into road design and construction, traffic engineering and traffic management. 
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7A.4 RAIL TRANSPORT 

1985-86 1986-81 1987"·88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
1\ustrnlian National Railways Commission-

72.5 64.5 54.9 -9,6 -14.9 Re\'enuc Supplement . . 
0.6 0.5 -0.1 -19,6 Mainline Upgrading Gr.int 

3.9 3,9 na Wor~shops Upgrading . . . . . . 
Pa)mcnt of !ntcrest-bearing Advance . 23.S 5.2 1.6 -3.6 -69.2 
Repayment of Interest-bearing Advance 21.lCr 2.2Cr S.ICr -2.9 -133.6 

r\s.sistance to States 
9.7 -!00.0 Rai!w:iy Upgr;i<ling . • 
6.4Cr 6:6cr 7.2Cr -0.6 -9.3 Repayment of Advances 

Rail Research 0.6 

Total. 78.8 61.S 48.S 13.0 21.1 

CHART 4, AUSTRALIAN NATIONAL RAILWAYS COMMISSION 
REVENUE SUPPLEMENT 
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There has been a steady decline in ANRC's call on the Budget in recent yea.rs; 
its revenue supplement has fallen 24.3% since 1985-86 (see Chart 4). The maJOr 
factor behind ANRC's improved performance has been increased productivity from 
its work force (see Chart 5 below). ANRC's 1987-88 reve~ue suppleme~t of $54.9m 
is the Commonwealth's contribution to cover ANRC's estimated operating losses. It 
has three components: $1 l.7m for mainland commercial and other (non-passeng~r) 
operations; $27.0m for mainland passenger services; and $16.2m for the Tasmanian 
system. 

For 1988-89 and 1989-90, the Government has set revenue s~pplement tar.gets 
of $45.0m and $40.0m respectively. The actual supplements will be determined 
closer to the event in accordance with ANRC's legislation. 
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Workshops Upgrading 

Following review of the performance of ANRC's railway workshops, the Gov
ernment has decided to provide a series of non-interest bearing repayable advances 
commencin~ with $3.9m in ! 987-88 for the purpose of revitalising the Islington 
workshops m South Australia. The advances are to be repaid by the end of 
199~·92. The project involves a substantial upgrading of workshop machinery and 
the introduction of employee multi-skilling. 

Capital outlays on the workshops will be undertaken over four years and involve 
a total cost of $20.Sm. Productivity improvements flowing from the project are 
forecast to provide on-going savings of $8.4m per annum on its completion. 

CHART 5. AUSTRALIAN NATIONAL RAILWAYS COMMISSION 
NET TONNE KILDHETAES PEA FREIGHT EMPLO\'EE 
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Mainline Upgrading Grant 

A further $0.Sm will be provided from the ALTP Trust Fund to upgrade 
ANRC's mainline operations. 

Other Capital Outlays 

ANRC has received Loan Council approval to borrow $30. Im for new capital 
outlays. This encompasses $21.8m towards payments on 12 new locomotives and 
$8.3m to enable replacement of the existing Trans-Australia Railway pole line with 
an optic fibre cable. This cable will be laid in conjunction with the Telecom optical 
fibre cable project, resulting in cost savings of nearly half that of independent 
construction. ANRC will also seek to raise up to $25.0m in the domestic capital 
market in. 1987-88 to refinance maturing long-term domestic borrowings. 

ANRC has approval for Budget Joans totalling $1.6m in 1987-88 to fund the 
program for rehabilitation of the Tasmanian railways. This program commenced in 
1977-78 and will have involved Budget loans of $24.6m to 30 June 1988. Loan 
Council has approved ANRC's refinancing $5.lm of these loans from private sources 
to reduce interest costs. 
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ASSISTANCE TO THE STATES 

Repayment of Advances 
Repayments of past advances from the Commonwealth for Stat~ r~il projects 

are estimated at $7.2m. The main components relate to standardISalton of the 
railway line between Kalgoorlie, Kwinana and Ko~ly~nobbi.ng under the. Railway 
Agreement (Western Australia} Act 1961, and mamhne railway upgradmg under 
the National Railway Network (Financial Assistance) Act, 1979. . 

The balance of loans owing to the Commonwealth at 30 June 1988 ts expected 
to be $94.Sm. 

7A.5 SEA TRANSPORT 

1985-86 
Actual 

Sm 
Australian Shippin~ Commission· -

\9.9Cr Repayment of Ad\'anccs . . . . . . . . 
Assistance 10 Ship Owners. Shippers and State 

Go,·crnmcnts-
21.5 Tasmanian Freight Equalisation Scheme 

Ship Purchase Grants . . . . . . . 
0.2 Aus1r.1lian Shippers' Council . . . . . 

Repayments of P.1st Advances for Harbour 
0.2Cr Projects. . .. 

Provision of Services~ 
I.I Buildings and Works 

21.9 MariumcScrviccs ...... 
5.6 P-.i~mcnl for Maritime Comm11nica1ions 

To1al. 36.3 

AUSTRALIAN SHIPPING COMMISSION (ANL) 

Repayment of Advances 

1986-87 
Actual 

Sm 

27.5 

0.2 

0.2Cr 

0.6 
16.2 
9.6 

54.0 

1987-88 
Estimate Change 

Sm Sm .. 

27.4 -0.1 -0.4 
4.1 4.1 na 
0.2 0.1 

0.2Cr 3.8 

0.7 0.1 12.3 
17.1 0.8 5.2 
9.1 -0.5 -5.3 

58.4 4.4 8.1 

The repayment of $19.9m in 1985-86 related to an outstanding overseas loan of 
$USl4m which was raised by the Commonwealth on ANL's behalf. 

ANL has been set a financial target for 1987-88 consistent with the Govern
ment's policy that the Line operate as a profitable commercial enterprise, and it is 
expected to pay a dividend during the year from its 1986-87 profit (see Budget 
Statement No. 4). 

ASSISTANCE TO SHIP OWNERS, SHIPPERS AND STATE 

GOVERNMENTS 

Tasmanian Freight Equalisation Scheme 
This scheme provides assistance to shippers of certain non-bulk goods between 

Tasmania and the mainland to help alleviate the freight cost disadvantage they 
suffer in comparison with mainland States. The estimate assumes continuation of 
present volumes of cargo moving across Bass Strait and no change to the present 
rates of assistance. 
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Ship Purchase Grants 
Commencing in 1987-88, the Commonwealth is to provide a taxable grant of 

7% of the purchase price of new or secondhand trading ships or 7% of the cost of 
modification of existing ships. The scheme is estimaled to cost the Commonwealth 
$4. Im in 1987-88. The grants are designed to encourage modernisation of the 
Australian fleet and are contingent on specified lower crewing levels being achieved. 

Australian Shippers' Council 

The Commonwealth is to provide up to $240 000 to the Australian Shippers' 
Council, with the amount to be provided tied to the level of funding raised through 
members' subscriptions. The Council is designated under the Trade Practices Act 
1974 to negotiate arrangements for the carriage of goods in Australia's outward 
liner trades. Its current members comprise 25 exporter bodies covering Australia's 
most important liner exports . 

Repayments of Past Advances for Harbour Projects 

Repayments of past Commonwealth advances for State harbour projects are 
estimated to remain at $0.2m. 
PROVISION OF SERVICES 

Buildings and Works 

$0.7m is provided for construction, replacement and improvement of marine navi
gational aids. 

Maritime Services 

The Department of Transport and Communications is to be allocated $17.lm for a 
range of maritime services to shippers and government agencies; $14.lm is for 
operating costs and $2.9m for plant and equipment for marine navigational aids. 

Where the Department assigns its vessels to tasks for other Commonwealth 
agencies, associated costs are recovered from those agencies. Other costs associated 
with maritime services, including the capital costs of plant and equipment, are 
largely recovered from the maritime industry through levies and charges ( eg Light 
Dues, Navigation Act charges and the Oil Pollution Levy). Estimates are reported 
under the heading ~Other Recoveries'. 
Payment for Maritime Communications 

$9.lm is provided for payment to the Overseas Telecommunications Commission 
for maritime safety communications services associated with the Australian Ship 
Reporting Service, and Australia's obligations under the International Convention 
for Safety of Life at Sea. 

The decrease reflects significant back-payments paid in 1986-87, partly offset by 
higher rates applicable in 1987-88. 

7A.6 PIPELINES 

1985~86 1986~81 1981-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm .. 
Pipeline Au1hori1y-

10.9 4,5 4.5 na Payment of lnterest·bcaring Advances 
Repayment of Advances 21.3Cr 22.9Cr 22.0Cr 0,9 4.1 

Total. 10.4Cr 22.9Cr 17ACr 5.4 23.8 
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The Pipeline Authority is to receive interest bearing loans of $4.Sm in 1987-88 
to meet the estimated shortfall between the Authority's receipts and its expenditure 
(including repayments of previous Commonwealth loans). Receipts derive primarily 
from the transport of natural gas from Moomba to Sydney, other cities in NSW 
and Canberra. Expenditure include operational, maintenance and administrative 
expenses ($15.lm), interest payments and loan repayments on private sector bor
rowings, and loan repayments ($22.tm) to the Commonwealth, and interest pay
ments ($30.6m) to the Commonwealth (covered in Budget Statement No. 4). 

The increase in advances to the Authority mainly reflects an adjustment made 
in 1986-87 in. respect of the funding for construction of a Bathurst-Orange-Lithgow 
Lateral and a new compressor station (Bulla Park) on the Moomba to Sydney 
pipeline. $Sm in receipts was retained by the Authority in 1985-86 for payments on 
these projects, and the charging of these outlays to private sector borrowings in 
1986-87 freed funds to reduce the call which the Authority would otherwise have 
had in 1986-87 for Commonwealth advances. 

Outlays from the Authority's private sector borrowing program of $34.Sm for 
1987-88 are a further $9.0m on the Bathurst-Orange-Lithgow Lateral, $9.Sm for a 
new compressor station and $16.0m refinancing of maturing private sector loans. 

7A.7 OTHER 

1985-86 1986-87 1987-88 
Actual Actual Es1ima1e Change 

Sm Sm Sm Sm % 
Inter.State Commission 1.3 I.I t.2 

1:6 
3.4 

Qe:ncral Administration 74.3 79.2 80.8 2.0 
01her Payments . 39.7 40.4 39.5 -1.0 -2.4 
Other Recoveries 49.0Cr 49.SCr 54.SCr -S.3 -I0.8 

Total . 66.3 71.4 66.6 -4.7 -6.6 

Inter..State Commission 
The Inter.State Commission is to be provided with $1.2m in 1987-88. The 

Commission, under the Inter-State Commission Act 1975, investigates issues affect· 
ing interstate transport upon reference by the Minister for Transport and 
Communications. 

General Administration 
This item largely represents corporate support and resource management activi

ties of the Department of Transport and Communications. General administration 
outlays are expected to be $80.8m in 1987-88, up $l.6m on the 1986-87 outlays 
incurred separately by the former Departments of Transport, Aviation and Com
munications and the Bureau of Transport Economics. The relatively small increase 
largely reflects the rationalisation in this area following the amalgamation of the 
three Departments, although additional funding of some $ J.2Sm has been provided 
in 1987-88 towards upgrading the Communications laboratory facilities at a total 
cost of $10.4m over three years. 
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Other Payments 

Includes the consolidation of general running costs of the former Department of 
~ransport ~nd the Bure~u of Transport Economics, excluding general administra
tion._ ~unm.ng costs ~elatmg t~ communications and air transport, other than general 
ad.m1mstrahon, are mcluded m the Communication and Air Transport sections of 
this document. 

Salaries are the mai.n type of outlays under this heading and are expected to be 
~36.2m, a ~e~reas~ of $0.4m, which reflects efficiency gains. Other components 
mcl.ude adm1mstrat1ve expenses ($1.7m), maritime search and rescue ($1.lm) and 
vanous other Departmental running costs. 

Other Recoveries 

Th~ heading covers ~ayments received by the Commonwealth for its provision 
of vanous t~ansP?rt. services. T~e largest single item is light dues, which are paid 
by c_ommer~1al sh1ppmg for services provided by marine navigational aids. Light due 
receipts are expected to be $37.2m, up $0.8m. 

~e~veri,es associated with the charter of Department of Transport and Com
mumcat1ons vessels are estimated to be $9.8m. The Department's vessels are 
~hart~red by .the Division ~f National Mapping within the Department of Admin
istrative ~ervices for mappmg tasks and by the Australian International Develop
ment Assistance Bureau for hydrographic projects. 

Other recoveries include charges (estimated· at $4.0m) for services provided by 
the C~mmon~ealth under the Navigation Act 1912, such as ship· safety surveys, 
cargo mspectwns and various other safety inspections. Charges for these services 
are expected to reach full cost recovery by 1990-91. 
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7B. INDUSTRY ASSISTANCE AND DEVELOPMENT 

The Commonwealth assists industry through a variety of measures including direct 
financial assistance, taxation concessions, guaranteed domestic price and other 
marketing arrangements, financial guarantees, a degree of selective preference for 
local industries in Commonwealth-sector purchasing policy, the customs tariff, and 
import quota restrictions. 

Direct financial assistance from the Budget is provided in several forms: bounties 
and other subsidies, price support and adjustment schemes, development projects 
primarily in support of industry, disease eradication schemes, contributions to 
research and promotion, and other outlays to or for the benefit of industry. It 
includes outlays of some departments and organisations which service industry (eg 
the Departments of Industry, Technology and Commerce, Primary Industries and 
Energy, and the Australian Tourist Commission). Such departments and organisa
tions provide many services either free of charge or for charges which do not 
recover fully the costs involved. 

Outlays recorded under some other functional headings also assist industry. 
Examples are the provision of airports and airway services, roads and shipping 
subsidies, outlays to maintain or improve the defence capacity of industry, certain 
outlays by the CS!RO and disaster relief assistance provided through the Natural 
Disaster Relief Arrangements. 

Apart from these direct outlays from the Budget, considerable assistance is also 
provided 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 (eg the 150% tax concession for 
research and development) are of wide application; others affect only particular 
industries (eg the averaging provisions for income arising from primary production) 
or specific activities of particular industries (eg the accelerated or immediate write
offs available to primary producers for certain capital outlays). Detailed estimates 
are not available but the revenue foregone under such provisions could be of the 
same order of magnitude as direct outlays for industry assistance and development. 

Commonwealth outlays on industry assistance and development are expected to 
increase by $44.Jm or 3.7% in 1987-88. 

The major factors contributing to the expected increase in outlays for this sub. 
function include increases in assistance to the heavy industries (steel, heavy engi
neering and machinery) and the light industries (textiles, clothing and footwear). 
Outlays on assistance to mining are expected to increase by $56.4m. Offsetting these 
increases is a reduction in net assistance to the wool industry of $49.4m. 
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SUMMARY OF INDUSTRY ASSISTANCE AND DEVELOPMENT OUTLAYS 

1985-86 1986-87 1987-88 

78.t Forestry and Fishing Industries 
78.2 Agricultural and Pastoral 

lndU!llrlcs , , 
78.3 Mining Industry , , • 
78.4 Manuracturlng Industry • 
78.S Tourist Industry , , • , • 
78.6 Assistance lo Export Industries 
78.7 Other Assistance to Industry 

TOTAL, 

Actual Actual Estimate 

Sm 
6.5 

426,7 
132.8 
479.3 
31.9 

294.7 
52.8 

1424.6 

Sm 
21.2 

460,0 
U.3 

371.J 
38.3 

241.9 
36.S 

1180,3 

Sm 
22.4 

403.6 
67.7 

411.8 
46.0 

240.S 
32.6 

1224.4 

Change 

Sm % 
I.I 5.4 

-56.4 -12.3 
56.4 na 
40.7 11.0 
7.6 19.9 

-t.4 -0.6 
-3.9 -10.8 

44.1 3.7 

Detailed information on each of these industry categories is set out in Chart I below 

CHART 1. INDUSTRY ASSISTANCE AND DEVELOPMENT 
COMPOSITION OF OUTLAYS 1987-BB 
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7B.I FORESTRY AND FISHING INDUSTRIES 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 

Forestry Development . 12,ICr !.6Cr 0.9 2.s na 

Fisheries . 18.6 22.8 21.S -1.3 -S.9 

Total . 6.S 21.2 22.4 I.I S.4 

Forestry Development 
Included under this heading are repayments by the States of loans under the 

Softwood Forestry Agreements Acts. The estimates also cover plant and equipment 
for the ACT forestry operation and transactions of the ACT Forestry Trust 
Account. ACT forestry operations are broadly self-financing. 

In 1987-88, $2.5m is to be provided for a national afforestation program (with 
emphasis on native hardwoods). The program involves total outlays of $!5m over 

three years. 
Fisheries Research, Promotion, Management and Development 

The net provision of $21.5m includes $6.8m for payment into the Fishing 
Industry Research Trust Account ($1.?m higher than in 1986-87 due mainly to the 
requirement to match "catch-up" contributions from Victoria for research); $5.6m 
to reimburse the States for fisheries administration, monitoring and enforcement 
activities on behalf of the Commonwealth; $5.Jm for salaries and administrative 
expenses of the Australian Fisheries Service; $3m for a Commonwealth contribution 
to the National Fisheries Adjustment Program Trust Account, to fund a buy-back 
scheme to reduce activity in the industry; and $3.Im for the purchase by Queensland 
of initial capital items for management of fisheries in the Torres Strait Protected 
Zone. Expenditures are partially offset by fisheries levies estimated at $9.0m in 
1987-88 (up $5.7m on 1986-87), of which $4.9m is the industry's contribution to 
the National Fisheries Adjustment Program Trust Account. 

The above figures include $3.5m for a range of new initiatives to improve the 
management and development of Australia's fisheries resources. The cost of these 
programs is to be fully offset by additional receipts from fisheries levies. 

7B.2 AGRICULTURAL AND PASTORAL INDUSTRIES 

Commonwealth outlays on agricultural and pastoral industries are estimated at 
$403.6m, a decrease of $56.4m. These outlays are the net result of direct Common
wealth financial assistance, industry contributions collected by the Commonwealth 
on the industry's behalf and interest earned on industry contributions held in trust 
funds. The decrease largely reflects the transfer of the assets and liabilities of the 
Wool Research Trust Account to the Australian Wool Corporation (AWC). 
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SUMMARY OF AGRICULTURAL AND PASTORAL INDUSTRIES 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
7B.l.J WooJ Industry • 39.S 96.9 47.5 -49.4 -Sl.O 
7B.2.2 Wbtat Industry . 111.4 19.2 11.6 -7.6 -39,5 
78.2.3 Sugar Industry . 1.7 23.5 13.8 -9.7 -41.3 
78.2,4 Dairy Industry , 1.5 3.2Cr 0.3 3.4 
78.2.S Fruit Industry , 1.8 4.7 0.1Cr -4.8 na 
7B.2.6 Poultry Industry , o.s 0,4 1.4 1.0 225.7 
78.2.7 Cattle, Shetp ind Pia: 

Industries , . , • 26.0 27.5 26.4 -1.0 -3.7 
1B.2.8 Other Agricultural and Pu: 

toral Industries 8.2 11.1 16.8 5.7 51.5 
7B.2.9 Oa1.recs Hd Repay~e~ts ~~ 5.BCr 5,8Cr 6.SCr -0.6 -J0.9 

Total Specific lndustrlts • . 185.8 174.3 111.4 -63.0 -36.1 
7B.l.JO Gtnenl Aulstaace not Al· 

locattd to Specific A&rl· 
cultural and Paatoral 
Industries 1"4.7 183.9 179.7 -4.2 -2.3 

78.2.11 Water Resourc~s '~nio~ 
ment Hd M1n1gement 44.S 45.8 .C6.7 0.9 2.0 

78.1.12 Lind Development Projects 2.4 3.2 3.9 0.7 21.6 
7B.2.13 Gtneral Administration . 52.8 56.3 65.6 9.3 16.4 
78.2.14 Rtconrles 3 . .fCr 3.SCr 3.7Cr -0.1 -3.6 

Total, 426.1 460.0 403.6 56.4 -12.3 

78.2.1. WOOL INDUSTRY 

1985-86 1986--87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Wool Marketing AssL~tance , 128.2 124.7 155.1 30.4 24.3 
Wool Tax .... , . 129.4Cr 122.9Cr 155.ICr -32.1 -26.1 

Tota! Wool Marketing l.lCr 1.8 -1.8 -100.0 
Research, Promotion and Other .Pa~~n~ 118.3 218.0' 191.3 -26.7 -12.2 
Wool Tax . , , .. , , , .. 77.7Cr 122.9Cr 143.SCr -20.9 -17.0 

Total . 39.S 96.9 47.5 49.4 51.0 

Wool Marketing Assistance 

The A WC operates a floor price scheme for wool at auctions to reduce wool 
price instability. In accordance with the Wool Marketing Act 1987, which replaced 
the. W"?l Industry .Act ~972 and came into operation on l July !987, the Corpo
ra!!on, m consultation with the Wool Council of Australia (WCA) has decided, to 
mai~tain a floor price for 1987-88 of 645 cents per kg clean, Market' Indicator basis, 
an mcreas: of 137 cents, per kg over 1986-87. This is an average price for 
repr~ntat1ve types of wool; actual floor prices differ between categories of wool. 
The mcrease of 21.2%, a substantial increase in real terms reflects the strong 
present and projected demand for wool. ' 
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Wool Tax 
The Wool Tax (8% of the gross value of proceeds from shorn wool) is estimated 

to yield $298.9m, up from $245.9m in 1986-87. This tax includes a levy of 4.15% 
(4% in 1986-87) of gross returns which is.paid to the AWC's Market Support Fund 
to finance the floor price scheme. It is estimated that the levy will raise $155.lm, 
up from $122.9m, reflecting the expected favourable outlook for the industry and a 
decision by the WCA to re-allocate 0.15% of the levy from research to market 
support. 

Research, Promotion and Other Payments 

The remaining 3.85% of the Wool Tax (4% in 1986-87) finances wool promotion 
and market administration (3.5%) and research (0.35%). The levy is estimated to 
raise $143.8m compared with $122.9m in 1986-87. 

The 1987-88 estimates for wool research provide for a Commonwealth contri· 
bution of $12.lm to match$ for$ industry contributions. These contributions are 
paid direct to the A WC. 

Under a five-year program, which commenced in 1984-85, the Commonwealth 
has been providing the A WC with funds for wool promotion equivalent to l.2% of 
the gross value of proceeds from shorn wool, subject to the industry contributing 
through the Wool Tax at least 2.5% of the gross value of proceeds from shorn 
wool. In view of the buoyant conditions in the wool industry, the Commonwealth 
has decided to maintain the 1987-88 contribution at the same money amount as 
was provided in 1986-87 ($35.4m). 

The reduction in outlays under this heading mainly reflects a one-off payment 
to the AWC in 1986-87 arising from the transfer to the AWC of the assets and 
liabilities of the Wool Research Trust Account ($47.6m). 

78,2.2 WHEAT lNDUSTRY 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Wheat Finance Fund . 104.6 
Research and Other Pay~enls 15.7 27.7 19.9 -7.8 -28.2 
Charges and Repayments 8.0Cr 8.5Cr 8.3Cr 0.2 2.7 

Total . 112.4 19.2 11.6 -7.6 -39.5 

Under the current Wheat Marketing Plan for the five years commencing 
l October 1984, the Commonwealth guarantees a minimum return for Australian 
Standard White (ASW) wheat equal to 95% of the average of estimated net returns 
for the current season and the lowest two of the preceding three seasons. Under
written prices for other categories of wheat are based on expected market returns 
for those wheats relative to ASW. Growers receive an interim first advance payment 
on delivery, with a final advance payment following determination of the final 
guaranteed minimum prices. A substantial underwriting payment, currently esti· 
mated to total some $220m, will be required in respect of the 1986-87 wheat season. 
However, this payment is not expected to be made until 1989-90 when average 
pool returns for the 1986-87 season should be known. A further, but smaller, 
underwriting payment may be required in respect of the 1987-88 wheat season 
(payable in 1990-91). 
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. Wheat growers pay a Research Tax of 40 cents per tonne (which is expected to 
increase to 45 cents per tonne from l October 1987) on wheat delivered to the 
Australian Wheat Board (A WB), to fund research on behalf of the industry. Total 
Wheat Tax receipts are estimated at $8.3m, with $6.2m allocated to research and 
the remaining $2.Jm to be paid to the AWB for wheat marketing. Industry funds 
spent on wheat research are matched $ for $ by the Commonwealth. It is estimated 
that $15.6m will be spent on research compared with $12.0m in 1986-87. 

The estimate also provides $1.3m for the construction of a grain terminal at 
Port Kembla (total cost $18.7m). The project was approved in 1984-85 as part of 
the Government's program of assistance to generate employment in the steel regions 
($14.2m was expended in 1986-87). 

$!.6m ($0.8m in 1986-87) has been provided for the Royal Commission into 
Grain Storage, Handling and Transport. 

78.2.3 SUGAR INDUSTRY 

1985-86 1986-87 1987-88 
Aclual Actual Estimate Change 

Sm Sm Sm Sm % 
Sugar Jndustry Assistance 1.7 23.S 15.0 -8,5 -36.2 
Research ...... 0.1 0.1 
Charges and Repayments l.2Cr -1.2 

Total . 1.7 23.S 13.8 -9.) -41.3 

Sugar Industry Assistance 

Following agreement with Queensland and NSW, the Commonwealth is provid
ing assistance to the sugar industry of up to $100.0m over the three years ending 
1988-89. This is part of a package of assistance measures being funded by the 
Commonwealth and these two States on a $2:$1 cost-sharing basis. Up to $54.0m 
is being provided to support No l Sugar Pool returns up to a maximum of $230 
per tonne for the 1985-86 season, $225 per tonne for the 1986-87 season and $220 
per tonne for the 1987-88 season. Each season's price support is paid in the financial 
year following closure of the relevant Pool. Some $14.6m in price support assistance 
($6.72 per tonne on actual returns for the 1985-86 season of $223.28 per tonne) 
~as.provided in 1986-87. Given the upturn in sugar prices, it is not expected that 
it will be necessary to provide funds for this purpose in 1987-88. In addition, up to 
$4~.0m is being allocated over the three years for grower and sugar mill adjustment 
assistance on the basis of area or regional adjustment plans. Estimated payments 
for adjustment assistance in 1987-88 are $15.0m ($8.8m in 1986-87). 

A sugar industry rural research fund was established in June 1987. Payments 
from the fund will commence in 1988-89 with the aim of increasing commercial 
returns to the sugar industry through improvements in the production, processing, 
storage, transport and marketing of sugar. The Commonwealth will match payments 
of industry funds on a $ for $ basis. 
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18.2.4 DAIRY INDUSTRY 

1985-86 1986-87 1981-88 
Actual Actual Estimate 'Change 

Sm Stn Stn Sm % 

Market Support and Other Payments . 185.0 202.J 152.1 -50.2 -24.8 
Research, Promotion and Other PaymcnlS 14.6 15.& 15.5 -0.3 -2.2 
Charges and Repayments 198.ICr 221.3Cr l67.3Cr 54.0 24.4 

Total. 1.5 3.2Cr 0.3 3.4 

Market Support and Other Payments 

Under marketing arrangements introduced on l July 1986, export sales of a 
wide range of dairy products are assisted by the provision of market support and 
supplementary market support payments. Before 1 July 1986, domestic prices for 
manufactured dairy products were underpinned by a stabilisation levy system on 
domestic sales with the levy receipts being distributed over all sales (domestic and 
export). 

The funds for market support payments ($107.4m compared with $83.Sm in 
1986-87) are derived from a levy on all milk produced while funds for supplemen
tary market support payments ($43.Sm compared with $30.2m in 1986-87) are 
raised by levies on domestic sales of butter /butteroil and cheddar type cheeses. 

The reduction in payments in 1987-88 reflects changed market support arrange
ments with 1986-87 being a mixture of the phasing-out of the previous stabilisation 
arrangements and the introduction of tho new market support arrangements. Sta
blisation levy collections and payments to manufacturers for products manufactured 
before 1 July 1986 are estimated at $I.Om ($88.6m in 1986-87). 

The 28.5% increase in market support pay{Dents reflects an increase in the rate 
of levy from 35 cents to 40 cents per kilogram milkfat produced, effective from 1 
July 1987, and a carry-over into 1987-88 of about $6.0m in levies payable on 1986-
87 production. The 44.8% increase in supplementary market support payments 
primarily reflects a high level (around 40%) of domestic sales of dairy products in 
1986-87, produced before 1 July 1986 and thus not leviable under the new 
arrangements. 

The arrangements also provide for the Commonwealth to underwrite average 
export returns for certain dairy products at 85% of the long-term price trend. No 
underwriting payments have been made in the past two years and on current 
estimates it is not expected that a Commonwealth underwriting payment will be 
required in 1987-88, in respect of the 1986-87 season. 

Research, Promotion and Other Payments 

Dairy promotion and research outlays and the Australian Dairy Corporation's 
administrative costs are financed primarily through a levy on the milkfat content of 
all whole-milk and whole milk products produced in Australia. Receipts from the 
levy are estimated at Sl4.5m in 1987-88, compared with $14.7m 
in 1986-87. The 1986-87 receipts were supplemented by SI.Sm from levies on 
1985-86 production under the former arrangements. Industry funds spent on dairy
ing research are matched S for $ by the Commonwealth. II is estimated that S2.2m 
will be spent on research compared with $ l.6m in 1986-87. 
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1B.2.5 FRUIT INDUSTRY 

1985-86 1986-87 1987~88 
AClllill Actual Estimate Change 

Sm Sm Sm Sm % 
Stabilisation, Research, Promotion and Other 

Payments 23.9 25.7 16.0 -9.1 -37.8 
Charges and Repayments 22.2Cr 21.0Cr 16.ICr 4.9 23.5 

Total. I.& 4.7 O.ICr -4.8 no 

Stabilisation, Research, Promotion and Other Payments 

Revised underwriting arrangements for apples and pears were introduced for 
the· export seasons 1986 to 1990 inclusive. Underwriting applies separately to apples 
and pears and to returns from forward sales and 'at risk' exports at 85% of the 
unweighted average of the annual returns in the highest three of the preceding four 
seasons. No underwriting payment was required in 1986-87 and it is unlikely that a 
payment will be necessary in 1987-88. 

Under marketing arrangements for the dried vine fruits industry, $12.lm will be 
provided to the Australian Dried Fruits Corporation ($17.2m in 1986-87), for 
equalisation of domestic and export market returns_ This payment is fully funded 
by industry levies which are shown under Charges and Repayments. 

Following consideration of an Industries Assistance Commission's report on the 
dried vine fruits industry, the Government decided that, from the commencement 
of the 1986 season, equalisation assistance to the industry is to be reduced each 
season at a uniform rate so that equalised returns (at the ex-packer level) in the 
1990 season are no more than 15% above average export returns. 

$3.9m, raised largely through industry levies, is provided to finance the opera
tions of various fruit marketing authorities, promotional activities and research. The 
Commonwealth contributes $ for $ towards expenditure on research ($0.6m). 

In 1986-87, $1.4m and $3.5m was provided for adjustment assistance for the 
dried vine fruits and wine grape industries, respectively. Minor payments in 
1987-88. represent commitments entered into prior to cessation of this assistance 
on 30 June 1987. 

78,2.6 POULTRY INDUSTRY 

1985-86 1986-87 1987-88 
A cl ml I Aclual Estimate Clrnnge 

Sm Sm Sm Sm % 
Stabilisation and Research 13.0 7.5 2.9 -4.6 -61.3 
Charges and Rcpaymcnls 12.SCr 7.0Cr l.4Cr 5.6 79,4 

Total. 0.5 0.4 1.4 1.0 225.7 

The Commonwealth Government announced in August 1984 its intention to 
withdraw substantially from its involvement in egg marketing arrangements_ Amend
ments to the Poultry Industry Levy· Act 1965 provided for the cessation of this 
levy from 1 July 1987. However, levy collection provisions are to remain. for a time 
to facilitate recovery of outstanding debts accrued under the Act. The poultry (egg) 
industry equalisation scheme financed by this levy in accordance with the provisions 
of the Poultry Industry Assistance Act 1965 will continue until levy collections 
cease. Payments under the equalisation scheme are forecast to fall. from $6.3m in 
1986-87 to $1.Sm in 1987-88, reflecting a similar fall in levy collections. 
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Industry funds spent on egg industry and chicken meal research are matched $ 
for $ by the Commonwealth. It is estimated that payments in 1987-88 will be $0.6m 
for the egg industry and $0.8m for chicken meat. 

7B.2.7 CATILE. SHEEP AND PIG INDUSTRIES 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Eradication of C;utlc Dise::ise.s and 
Compen~tion. . . . . . . . . . . 

R~carch, Promotion, Marketing Assistance and 
Other Payments ... 

Charges and Repayments . 

Total. 

Sm 

13.3 

46.1 
34.0Cr 

26.0 

Eradication of Cattle Diseases and Compensation 

$m 

18.\ 

53.1 
43.7Cr 

27.S 

Sm Sm % 

IS.I -3.0 -16.4 

.58.8 s. 7 )0,6 
41.4Cr -3.7 -8.S 

26.4 -1.0 -3.7 

An estimated $34.lm ($39.7m in 1986-87) will be paid to the States under the 
Bovine Brucellosis and Tuberculosis Eradication Campaign. This includes $19.2m 
funded by an industry levy collected by the Commonwealth to meet part of 
operational expenditures and a Commonwealth contribution of $3.3m, to be matched 
on a $ for $ basis by the States, towards assistance measures for property owners, 
including re-stocking freight rebates and concessional loans for capital improvements 
essential for eradication purposes. These measures are designed to ameliorate the 
campaign's adverse financial impact on property owners in northern Australia. The 
estimates also include $l l.6m for grants to compensate owners for cattle slaughtered 
under the eradication program. Compensation payments are shared $3:$1 between 
the Commonwealth and the States. 

Recoveries from the disease eradication component of the Livestock Slaughter 
Levy and the Livestock Export Charge are estimated at $19.2m ($21.9m in 
1986-87). The industry levy is designed to cover 70% of operational costs, with the 
balance being met by the States. 

Outlays to end June 1987 under the campaign have totalled $493.Sm, of which 
the cattle industry, the States and the Commonwealth have contributed $217.3m, 
$144.2m and $132.3m respectively. The target date for eradication of bovine 
brucellosis and for the achievement of a status where there are no known cases of 
herds infected with tuberculosis is 1992. The current estimate of the total cost of 
the campaign is of the order of $65Sm. 

Research, Promotion, Marketing Assistance and Other Payments 

The Commonwealth matches industry expenditure (funded by levies) on ap
proved research programs for the meat and pig industries. Estimated payments for 
meat and pig industry research, including the industry contribution, are $15.3m and 
$2.6m respectively, compared with $16.lm and $1.Sm in 1986-87. Meat research is 
administered by the Australian Meat and Livestock Research and Development 
Corporation (AMLRDC), while industry funds are raised by the Livestock Export 
Charge and Livestock Slaughter Levy. 
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The Commonwealth will also make payments, fully funded from industry levies, 
to the Australian Pork Corporation (APC) (SS.Im) and to the Australian Meat 
and Livestock Corporation (AMLC) ($33.3m) for their administrative and opera
tional expenses, including promotion. 

The Commonwealth has agreed to provide $0.Sm lo the AMLC to assist with 
the cost of re-testing for chemical residues of product in-transit to the United States 
prior to the Australian Quarantine and Inspection Service moving on 25 May 1987 
to intensified testing procedures at export registered abattoirs. Funds for this 
measure are to be offset by the cessation of proposed assistance towards imple
menting a beef cattle carcass classification scheme and by a reduction of $0. I 57m 
in the $7m four-year program of assistance to the AMLC for marketing innovation . 
$2.0m will be provided for marketing innovation in 1987-88 ($1.9m in 1986-87). 

Charges and Repayments 

The $47.4m ($43.7m in 1986-87) comprises industry levies in respect of the 
AMLC, the APC, the AMLRDC for pig research. The increase primarily reflects 
the new rates for the Livestock Slaughter Levy and the Livestock Export Charge 
introduced in December 1986 and the Pig Slaughter Levy introduced in March 
1987. 

7B.2.8 OTHER AGR!CUL TURAL AND PASTORAL INDUSTRIES 

This heading covers outlays totalling $16.8m in 1987-88, mainly for promotion 
and research in respect of the honey, oilseeds, tobacco, wine, barley, cotton, 
sugarcane and horticultural industries. Industry contributions towards these activities 
are included in Charges and Repayments nee. The increase in outlays ($S.7m) 
includes increased contributions towards agricultural research funded through the 
Australian Special Rural Research Trust Fund ($3.0m compared with $!.Sm in 
1986-87), and Sl.Jm for the establishment of the proposed Australian Horticultural 
Corporation and the Horticultural Research and Development Corporation. Fund
ing of up to $lm is also provided in 1987-88 to assist the States on a matching 
basis with the destruction of recalled organochlorine products. This assistance is 
part of the Commonwealth's response to chemical residue problems facing our 
agricultural and pastoral industries. 

78.2.IO GENERAL ASSISTANCE NOT ALLOCATED TO SPECIFIC AGRICULTURAL AND PAS
TORAL INDUSTRIES 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Rural Adjustment 16.8 33.9 42.0 8.1 24.0 
Drought Relier . 0.1 O.!Cr 0.1 100.0 
Fertiliser Subsidies : 69.1 91.7 68.7 -23.0 -25.1 
Quarantine and lnspcciio~ S~rvi~cs: 74.0 77.2 83.9 6.7 8.7 
Other 1.0 1.2 2.1 0.8 67.4 
Rccove;ies ·and Rcp~yO,cn.ts : 16.3Cr 20.0Cr 16.9Cr 3.1 15.3 

Toia!. 144.7 183.9 179.7 -4.2 -2.3 

Rural Adjustment 

The Commonwealth provides funds to the States under the Rural Adjustment 
Scheme to assist farmers with sound prospects of long term commercial viability, 
but who are unable to obtain commercial finance on reasonable terms, to adjust to 
structural change, and to assist non-viable farmers to adjust out of farming. 
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Under revised financial arrangements introduced on 1 July 1985, assistance for 
debt reconstruction, farm build-up and farm improvement is provided by the 
Commonwealth as an interest subsidy of 50% on borrowings by farmers for a 
maximum of seven years. Similarly, carry-on assistance to overcome short term cash 
flow problems is provided as a 50% interest subsidy on borrowings for a maximum 
of seven years, but with the cost shared equally between the Commonwealth and 
the States. The Commonwealth funds all household support and rehabilitation 
assistance provided under the Scheme. It also contributes annually to the adminis
trative costs incurred by the States on the basis of l % of the balance of outstanding 
loans and 2% of assistance provided for household support and rehabilitation. 

Under the Scheme, $42.0m will be provided in 1987-88 ($33.9m in 1986-87). 
After allowance is made for the Commonwealth's contribution to administration 
costs, it is estimated that the increased amount available for interest subsidy, $6.7m, 
will support new borrowings of about $77.0m in 1987-88. 

Fertiliser Subsidies 

Continuation of the consumption subsidies provided under the Fertilisers Sub
sidy Act 1986 on locally produced phosphatic and nitrogenous fertilisers will require 
$50.2m in 1987-88. Payment in 1986-87 was $49.lm. The subsidies extend for a 
three year period terminating in 1988-89. 

In addition to the consumption subsidies, grants are made to the States for the 
purpose of offsetting the cost to farmers of dumping duties on imported fertilisers. 
Payments are made to importers and equivalent payments are also made to local 
manufacturers of those fertilisers and competing fertilisers, agras and double super
phosphate. The substantially lower 1987-88 provision ($18.5m compared with $42.6m 
in 1986-87) reflects reduced estimated dumping margins. The decline in dumping 
margins reflects estimates of significant increases in world prices of fertilisers subject 
to dumping duties in 1987-88. 

Quarantine and Inspection Services 

This heading covers outlays shown previously under Animal and Plant Health 
and Quarantine Services, Inspection Services nee, the Inspection Services component 
of Cattle, Sheep and Pig Industries under this function, and Quarantine Services 
under the function 3. Health. 

Payments are estimated at $142.lm ($133.0m in 1986-87) and include funds for 
the activities of the Australian Quarantine and Inspection Service. The Service 
provides export inspection services in respect of meat and livestock, wool, grains, 
fruits, dairy products, fish and other exports requiring certification; domestic meat 
inspection services; supervises livestock health export certification; and enforces 
plant and animal quarantine measures. By arrangement, the States administer, at 
Commonwealth cost ($21.lm in 1986-87), certain animal and plant quarantine 
operations. Other quarantine functions, including coastal surveiHance and port waste 
disposal, are administered directly by the Commonwealth. $4.9m is provided for 
1987-88 costs of the proposed transfer to the Commonwealth of the Victorian 
domestic meat inspection service .. This transfer, delayed from 1986-87, will complete 
the establishment of a national inspection service, the objective of which is to 
eliminate duplication and thereby reduce the cost of meat inspection services. Offset 
against these payments is an estimated $58.2m from charges on exporters for 
inspections and for domestic meat inspection services, including $2.4m for the cost 
of monitoring chemical residue levels in agricultural and pastoral products. 
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The Government's current policy is to recover 50% of attributable export 
inspection and domestic meat inspection costs, except for salary overtime costs 
which are fully recovered, and I 00% of the direct operating costs of recoverable 
animal and plant quarantine services. However, from 1 March 1988, 60% of 
attributable costs of quarantine services will be recovered on a similar basis to 
export inspection services. Attributable costs for inspection include operating costs 
and non-cash costs (eg superannuation and long service leave liability), but exclude 
costs related to surplus staff, research and development and other Government 
activity over and above normal operational activities. While recoveries of inspection 
costs are offset under this function, quarantine charges are classified as receipts; 
details of which appear in Statement No. 4 under Other Taxes, Fees and Fines. 

Other 

This item covers research projects sponsored by the Australian Agricultural 
Council ($0.2m), grants for the upgrading of storage facilities to assist State plant 
genetic resources programs ($0.2m), and grants for rural counselling services ($0.9m). 
The Commonwealth meets up to half the costs of rural financial and adjustment 
counsellors employed by appropriate non-profit organisations. $0.6m has been pro
vided to develop and trial improved arrangements for providing information on 
Commonwealth programs to rural Australians. 

Recoveries and Repayments 

The estimate ($16.9m) comprises repayments by the States of past advances for 
rural reconstruction/adjustment assistance. 

7B.2.ll WATER RESOURCES DEVELOPMENT AND MANAGEMENT 

1985-86 1986-87 1987-88 
Aclu:il Actual Estimate Change 

Jrrig;ition and Other Rural Projects . , 
Salinity Mitigation and Drainage Works and 

Studies . .... . 
Recoveries and Repayments 

Total . 

Sm 
41.3 

6.4 
3.3Cr 

44.5 

Sm 
41.3 

7.6 
3.2Cr 

45.8 

Sm Sm 
42.6 l.3 

1.0 -o.s 
3.0Cr 0.2 

46.7 0.9 

% 
3.1 

-7.1 
5.1 

2.0 

Outlays under this heading incorporate the major component of the Federal 
Water Resources Assistance Program (FWRAP). Details on other components of 
the FWRAP are provided under the functions 5. Housing and Community Amen
ities nee, for Urban Flood Mitigation and 70. Other Economic Services, for Urban 
Water Supply. The total allocation for FWRAP including running costs, is $67.4m, 
which represents a saving of $4m on the forward estimates. Outlays in 1986-87 
were $69.Sm. 

$49.9m (up $0.7m) is to be allocated, mainly to the States, for the development 
and management of water resources. Major items include $29m to Queensland for 
construction of the Burdekin Dam (down $Im); $7m to the States for salinity 
mitigation and drainage works and studies; $4m to Queensland for the Bundaberg 
irrigation project; $6.2m for water research (up $2.9m); and $1.7m towards the 
capital works program and administrative expenses of the River Murray Commission. 

Repayments by the States of past loans are estimated at $3.0m. 
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78.2.12 LAND DEVELOPMENT PROJECTS 

1985-86 1986-87 1987-88 
Actual Ac Wal Estimate Change 

Sm Sm Sm Sm % 
Soil Conservation 5.0 5.8 6.4 0.6 11.0 
W.ar Service Land ScU!cmcnl 1.7 1.3 1.4 0.1 9.9 
Repayments. 4.4Cr 3.8Cr 3.9Cr -0.1 -1.7 

Total . 2.4 3.2 3.9 0.7 21.6 

Soil Conservation 

$6.0m (up $0.6m) is provided for the National Soil Conservation program, which 
provides financial assistance primarily to the States for soil conservation and related 
research and extension activities. 

War Service land Settlement 

The provision of $1.4m mainly relates to the operation and maintenance of the 
Loxton irrigation project in South Australia. 

Repayments 

The repayments of $3.9m mainly relate to War Service Land Settle':'ent ($2.4m), 
the Queensland Brigalow Lands Agreement ($0.7m), defence re-establtshment loans 
($0.4m) and Small Business Loans ($0.4m). 

7B.2.13 GENERAL ADMINISTRATION 

This item includes $60.9m ($51.9m in 1986-87) for the salaries and administrative 
costs and capital outlays (including building. and works) of those parts of the 
Department of Primary Industries and Energy involved with agriculture and pas
toral industries not elsewhere classified. Included is $1.8m for the Commonwealth's 
contribution to the Australian Plague Locust Commission and $10.8m for the 
Bureau of Agricultural Economics (BAE). Also included is provision for commence
ment of a quarantine inspection facility at Brisbane International Airport (project 
cost of $1.9m), a live bird quarantine facility at Spotswood in Victoria (project cost 
$0.Sm) and provision for an upgraded computer facility to monitor chemical residue 
levels in agricultural and pastoral products (project cost $1.0m). 

This heading also covers $4.7m for payment by the Department of Primary 
Industries and Energy to the CSlRO, to be put towards the operating and capital 
equipment costs of the Australian Animal Health Laboratory. These costs are 
shared equally by the CSIRO and the Department. The CSIRO contribution 
appears under 8D General and Scientific Research nee. 
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78.2.14 RECOVERIES 

This item includes miscellaneous agricultural and pastoral industries recoveries by 
the Department of Primary Industries and Energy, State contributions to the 
Australian Plague Locust Commission and recoveries of costs associated with the 
administration of rural trust accounts and of certain research outlays by the BAE. 

7B.3 MINING INDUSTRY 

Jn addition to the direct forms of assistance outlined below, the Commonwealth 
assists the development of the mining industry through the taxation system by way 
of various special provisions applying to certain mining companies or to their 
shareholders. Further details of assistance provided through the taxation system are 
included in the Appendices to Statement No 4. 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Bureau or Mineral Resources . . . 34.6 36.7 39.4 2.7 7.4 
Transfer of Cooper Basin Interests , . 0.3Cr 9.2Cr 3.6 12.8 na 
Sale of phosphate rock from stockpile. 5.0Cr -5.0 
Other Mining. 98.6 16.JCr 29.7 45.8 na 

Total . 132.8 ll.3 67.7 56.4 n.a. 

Bureau of Mineral Resources 

Increases in average salaries and in costs associated with administration and the 
Continental Margins program have been partly offset by reductions in staff numbers 
producing a net increase in the provision for the Bureau of $2. 7m or 7.4%. 

Transfer of Cooper Basin Interests 

In 1975 the Commonwealth, through the former Petroleum and Minerals Au
thority, purchased certain oil and gas interests in the Cooper Basin. Payment of 
part of the purchase price was deferred. These interests were sold in 1977 on terms 
similar to those applying to the remaining payments then owing by the Common
wealth. In 1986-87, the Commonwealth received an advanced settlement of amounts 
outstanding in respect of its sale of these interests. The Commonwealth will continue 
its payments in respect of the original purchase of the oil and gas interests. 

Sale of Phosphate Rock From Stockpile 

The Government has decided to negotiate the gradual sale of the Commonwealth 
owned phosphate rock stockpile over a number of years. This is estimated to raise 
$5.0m in 1987-88. 
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01her Mining 

Under the Bass Strait Freight Adjustment Scheme, introduced in April 1984, a 
levy is imposed on all crude oil produced from Bass Strait. An amount equal to the 
receipts raised by the levy is appropriated and paid into a trust fund. Payments are 
made to refiners from the trust account to reduce disparities in the freight costs 
between different refiners. As part of the introduction of a free market for crude 
oil, the scheme will cease operating from 1 January 1988. The effect of this is a 
reduction of $16.6m to $2S.6m in outlays under the scheme; this outlay is the main 
element under this heading in 1987-88. 

$1.4m ($4.Sm in 1986-87) is provided to cover the 1987-88 estimated operating 
loss of the Phosphate Mining Corporation of Christmas Island. 

Outlays for this sub-function in 1986-87 included receipts from the resale of 
uranium to Queensland Mines Ltd for export (receipts $4 7 .Om, offset partly by 
payment ($6.2m) for the last shipment purchased by the Commonwealth.) 

The Commonwealth collects fees and other charges under the Petroleum (Sub
merged lands) Act 1967 and passes these on in full to the relevant State. The 
amount collected and subsequently paid to the States is expected to decrease from 
$1.Sm to $1.0m. (Receipts from this item are classified under Other Taxes, Fees 
and Fines-Other in Statement No. 4.) 

Jn l 986-87 the Commonwealth received $27.4m as its share of the proceeds from 
the winding up of the British Phosphate Commissioners. A further $0.2m in receipts 
is expected to be received in 1987-88. 

7B.4 MANUFACTURING INDUSTRY 

1985-86 1986~87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm .. 
Heavy Industries-

Steel 21.1 33.2 45.0 11.8 35.4 
Heavy Engi

0

nc~rin& a~d ·M;chinc;y : : 0.3 1.6 14.8 13.2 na 
Ship Building . . . . . . . . 39.8 42.2 48.3 6.1 14.5 
Mela! Working Machines and Robot$ . )4,0 10.7 13,0 2.3 21.0 
Automotive Industry-

Motor Vehicles and Components Develop-
ment Grants Scheme . . 20.6 22.9 22.0 -0.9 -3.8 
Commercial Motor Vehicles 4.4 2.0 2.4 0.3 15.5 

Agricullural Machinery 7.3 12.8 13.0 0.2 1.3 
Other 1.5 0.3 0.3 4.2 

Tola! Heavy Industries 109.1 125.8 158.8 33.0 26.2 

86.5 83,6 98.6 IS.O 17.9 
20.3 19.1 18.7 -0.4 -2.2 

Aerosp;icc 16.5 24.8 26.1 1.3 5.2 
Other 1.0 0.1 -0.1 -100.0 

Total Lfght Industries 124.3 127.6 143.4 15.8 12.4 

Technology Development-
Industrial Research and Development . 63.4 49.2 40.3 -8.9 -18.0 
Industry Services .... , .. 8.7 14.7 14.5 -o.3 -1.8 
Other 0.3 0.4 4.2 3.8 

Total Technology Development ?2.4 64.3 59.0 -5.3 -8.3 

Other Assistance to Manufacturing Industry 173.5 S3.3 50.5 -2.7 -5.1 

Total. 479.3 371.1 411.8 40.7 11.0 
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Outlays on assistance to manufacturing industries are expected to increase by 
$40.7m, or l 1.0%. This is consistent with the underlying trend of recent years and 
is partly a reflection of an increased use of bounties as an assistance measure. 
Bounty payments to manufacturing industry are expected to increase by $31.6m or 
14.1% in 1987-88 and will account for approximately 61% of total assistance through 
budgetary outlays to manufacturing industry. Significant increases are expected in 
bounty payments to the steel and textile industries. In addition to bounties the 
Government provides assistance to certain industry sectors under Industry Plans. 
Industries assisted in this manner include Passenger Motor Vehicles, Heavy Engi
neering and Textiles, Clothing and Footwear. Assistance is also provided through 
generally available programs of assistance such as Grants for Industrial Research 
and Development and the National Industry Extension Service. The following charts 
illustrate the composition of assistance from budget outlays to the manufacturing 
industries for l 983-84 to l 987-88. 

CHART 2. ASSISTANCE TO MANUFACTURING INDUSTRY 
1993·84 TO 1997-98 (1987-88 PRICES) 

BY ASSISTANCE TYPE 

1983-84 1984-85 1985-86 1986-67 

229 

i987-86 

.OtherAssJstance 

~BauntyAss1st<:ince 

0 Ind~~!~~: l R!:O 



HEAVY INDUSTRIES 

Steel Industry 
Under the Steel Industry Plan, assistance is provided by means of sliding scale 

bounties available for five years from I January 1984 on the following products 
produced and sold in the domestic market: high alloy bar products and stainless 
steel flat products; quenched and tempered steel plate; cold-rolled steel sheet; and 
welded steel pipe and tube. 

$Million 
600 

CHART 3. ASSISTANCE TO MANUFACTURING INDUSTRY 
1983-84 TO 1987-88 (1987-BB PRrCESI 

BY INOUSTRY SECTOR 
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• Teth~~!~~~prnent 
mL19htlnllustr1es 

0Heavylndustr1es 

Bounty payments for eligible steel products are made under the Bounty (Steel 
Mill Products) Act 1983 and the Bounty (High Alloy Steel Products) Act 1983. 

Steel bounty payments are estimated to be $45.0m ($33.2m in 1986-87) as 
higher rates of bounty are expected to prevail in 1987-88 under the Plan. 

Heavy Engineering Industry 

The Government's program of assistance for the heavy engineering industry is 
designed to encourage the industry to improve its efficiency and competitiveness. 
The program comprises: 

- a heavy engineering adjustment and development program consisting of 
labour adjustment assistance (see 7c Labour and Employment) and meas
ures to improve the efficiency of industry management in areas such as 
product development and quality control; and 

- an interest subsidy on loans for new investment provided by the Australian 
Industry Development Corporation (AIDC) to firms in the industry. 

Due to the slower than expected response to the available assistance and the 
lead times associated with the development of applications for assistance, outlays in 
! 986-87 were significantly lower than anticipated. In the May Statement the 
Government announced that the package of assistance would be implemented more 
slowly with a saving of $10.0m in 1987-88 (including $6.0m under this function). 
The Government has now decided to increase this saving to $11.0m in 1987-88. 
Nevertheless, outlays are expected to be $14.8m ($1.6m in 1986-87). 
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Ship Building Assistance 

Jn October 1986, the Government announced the introduction of bounty assist
ance for the ship repair industry. The bounty is designed to increase the industry's 
competitiveness. Under the Bounty (Ship Repair) Act 1986, bounty will be payable 
to registered firms undertaking eligible repairs of international trading vessels of at 
!east 6000 deadweight tonnes. The continuation of the bounty is contingent upon 
the maintenance of satisfactory industrial relations practices by the relevant unions. 
Outlays will be limited to $6.0m over the life of the bounty with expected outlays 
in !987-88 of $3.3m ($0.2m in 1986-87). 

Under the Bounty (Ships) Act 1980, bounty is assessed as a percentage of the 
cost of construction of vessels. The current bounty rate is 20%. This rate will reduce 
to 15% for certain classes of vessels from I January 1988. Bounty to be paid on 
ships constructed under the current three year plan will be a maximum of $144.0m . 
Outlays in 1987'88 will be limited to $45.0m. 

Metal Working Machines and Robots Assistance 

Under the Bounty (Metal-working Machines and Robots) Act 1985, a bounty 
of 28% of in-house value added is payable on local production of certain advanced 
machine tools, robots and laser and gas operated machinery. 

A bounty at the rate of 20% of value added is also payable on the manufacture of 
standard machine tools. 

Automotive Industry 

Jn May 1984, the Government announced a new policy for the motor vehicle 
industry aimed at improving the efficiency and competitiveness of the industry, 
holding down the price of cars and providing long term job stability. The policy 
comprises a number of measures including the gradual lowering of restrictions 
against imports, amendments to the export facilitation scheme and provision of up 
to $ISO.Om over five years to assist Australian design of components and vehicles. 

Assistance to the automotive industry is estimated at $24.4m consisting of: 

• $22.0m under the Motor Vehicles and Components Development Grants 
Scheme to provide assistance to the industry for design and research ($22.9m 
in 1986-87); and 

• $2.4m in bounty assistance for the local production of heavy commercial 
vehicles, parts and accessories under the Bounty (Commercial Motor Vehicles) 
Act 1978 ($2.0m in 1986-87). 

Agricultural Machinery 

The Government continues to provide bounty assistance for the production of 
certain agricultural machinery, although bounties on agricultural tractors will cease 
from Budget night. Notwithstanding this decision, outlays on bounty assistance to 
the agricultural machinery sector will still be marginally higher in 1987-88 because 
of increases in outlays on bounty assistance for cultivation machines. Under the 
Subsidy (Cultivation Machines and Equipment) Act 1986, certain soil preparation 
and cultivation machinery is eligible for bounty of 10% of the ex-factory selling 
price. Outlays are estimated at $8.2m ($5.3m in 1986-87). Outlays on the Subsidy 
(Grain Harvesters and Equipment} Act 1985 are estimated at $3.8m ($4.4m in 
1986-87). 
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Other Heavy Industries 

Under the Bounty (Injection Moulding Equipment) Act 1979, bounty is payable 
on eligible equipment at a rate of 8% of value added until October 1988. 

LIGHT INDUSTRIES 
Textiles, Clothing and Footwear (TCF) Industries 

The TCF industries receive tariff, quota and bounty assistance and are among 
the most highly assisted in Australia, with some products receiving effective assist
ance of over 200%. The increase in outlays under this heading reflects higher bounty 
payments under the Bounty {Textile Yarns) Act 1981, ($91.3m) the Bounty 
(Printed Fabrics) Act 1981, ($1.7m) and the Bounty (Bed Sheeting) Act 1977 
($0.6m), because of higher production levels, and outlays associated with the first 
year's operation of the TCF Industry Development Strategy (IDS). 

The IDS, which is part of the Government's TCF Plan, has the aim of 
encouraging TCF firms to become more innovative, outward looking and to make 
better use of their resources and skill base. The Strategy will include the following 
programs: Raw Materials Processing; Industries Efficiency; Industries Infrastructure; 
and Export Enhancement. $5.0m will be provided for the IDS in 1987-88, including 
$2.Sm for investment by the AIDC in raw materials processing. 

Paper and Printing Industries 

Assistance arrangements under the Bounty (Paper) Act 1979 expired on S 
February 1987. No provision has been made for bounty payments in 1987-88 
pending the Government's consideration of the Industries Assistance Commission's 
report on future assistance to the pulp, paper products and printing industries. 

Assistance arrangements for books-currently in force until 30 June 1989-will 
also be reconsidered in light of this review. Outlays on book bounties are estimated 
at $18.7m ($18.4m in 1986-87) 

Information, Electronics and Aerospace Industries 

Under the Bounty (Computers) Act 1984 assistance is provided for local manu
facture of various computer hardware and software components. On 9 March 1987 
the product coverage of the Act was extended to include programmable controllers. 
Outlays are estimated to be $20.9m ($19.4m in 1986-87). 

A total of $4.6m will be provided in 1987-88 for a new strategy to assist the 
information industries to boost their exports and industrial competitiveness. Of the 
total, some $2.0m will be provided under the Grants for Industrial Research and 
Development (GIRD) Scheme (see Technology Development) and will allow the 
declaration of 'communications' as a technology eligible for GIRD generic grants. 
The balance will cover a range of activities including development of export 
strategies. 

Under the National Space Program, the Government will provide $3.0m ($5.0m 
in 1986-87) for projects using space technologies. These projects include the 
Endeavour/Lyman space telescope-which is a joint venture between Australia, the 
European Space Agency (BSA) and the National Aeronautics and Space Adminis
tration (NASA)-and the ESA's remote sensing satellite (ERS-1) project. 
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TECHNOLOGY DEVELOPMENT 

Industrial Research and Development 
Support for industrial research and development (R&D) is provided through 

the 150% tax concession for R&D outlays which was introduced from I July 1985, 
and through the GIRD scheme which commenced on I July 1986. Three types of 
direct grants are av~ilable through GIRD: Discretfonary Grants-aimed at firms 
which would not otherwise benefit from the tax concession; Generic Technology 
Grants-aimed at particular technologies which are considered to have potential to 
maintain or improve competitiveness across a range of industries; and grants for 
National Interest projects (likely to provide important social benefits but which 
would not be undertaken without Government involvement). The GIRD scheme is 
administered by the Industrial Research and Development Board which sets grant 
rates for and assesses eligibility of applicants' projects. 

Outlays under GIRD are estimated at $2S.6m for 1987-88 (up 137% on 
1986-87, the first year of the scheme). A further $14.7m is to be appropriated to 
meet commitments under the Australian Industrial Research and Development 
Incentives Scheme (AIRDIS) which predated GIRD and under which no new 
grants have been awarded since 30 June 1986 ($38.4m in 1986-87). The cost of the 
tax concession was $105.0m in 1986-87 and is estimated to rise to over $ISO.Om in 
1987-88. 

Industry Services 
Commonwealth contributions to the National Industry Extension Service (NIES), 

a joint Commonwealth/State venture to help enterprises to improve levels of 
business efficiency and international competitiveness, will total $13.lm. This will be 
made up of $7.4m in direct grants to the States, $4.2m to cover Commonwealth 
extension service programs and $1.Sm to support 'Multiplier Agencies' such as the 
Technology Transfer Council and the Australian Productivity Council. Common
wealth contributions to NIES in 1986-87, its first year of operation, totalled $13.Sm. 

A further $1.3m will be expended in 1987-88 on non-NIES industry extension 
services provided through technology development programs administered by the 
Department of Industry, Technology and Commerce. An amount of $4.3m is to be 
provided for the Standards Association of Australia and the National Association 
of Testing Authorities (see 7D Other Economic Services). 

Other Technology Development 
$3.Sm is being provided for a range of initiatives in response to the Inglis report 

on high technology procurement by Commonwealth agencies. 
The Government will continue to provide assistance under the national interest 

provisions of the Australian Industry Development Corporation Act 1970 to a 
project developing a malaria vaccine. The Commonwealth is providing indemnity 
for Joans to the project and is meeting the costs of interest forgone and of 
management by the AIDC. Outlays are estimated at $I.Om. 
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Other Assistance to Manufacturing Industry 

$2.0m has been allocated for new initiatives to promote investment in Australia 
and $0.35m is being provided to assist in a joint feasibility study (with the Western 
Australian Government) into the mass-production of the orbital engine. 

The remaining outlays consist mainly of administrative and related costs of the 
Department of Industry, Technology and Commerce. The reduction in outlays 
under this heading mainly reflects a once-only payment in 1986-87 related to the 
Portland aluminium smelter and net savings in administrative and related costs 
associated with the amalgamation of portfolios. 

7B.5 TOURIST INDUSTRY 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Australian Tourist Commission . 26.1 28.9 33.6 4.7 16.2 
Tourism Overseas Promotion Schc~e 1.7 5.0 6.0 1.0 20.0 
Other Assistance to the Tourist Industry 4.1 4.4 6.3 2.0 44.3 

Total . 31.9 38.3 46.0 7.6 19.9 

The substantial increase in tourism outlays in 1987-88 reflects the Government's 
commitment to redirect resources into promotional and other market oriented 
activities. Under these new arrangements the recently restructured Australian Tour
ist Commission (ATC) will receive increases of $4.7m (16.2%) in 1987-88 and up 
to $3.7m in 1988-89 for promotional and industry co-operative activities. Resources 
have also been provided to enable the establishment of a Bureau of Tourism 
Research. The Tourism Overseas Promotion Scheme (TOPS) is to be wound up in 
1987-88 when currently approved claims, estimated at $6m, are paid out. 

Budget outlays for Other Assistance to the Tourist Industry include the admin
istrative outlays of the Department of the Arts, Sport, the Environment, Tourism 
and Territories related to the tourism function, and operational expenses of the 
ACT Tourist Bureau. Assistance to the NSW Steel Regions for the development of 
tourism infrastructure is being increased from $2.0m in 1986-87 to $4.0m in J 987-
88 to allow the program to be concluded. 

7B.6 ASSISTANCE TO EXPORT INDUSTRIES 

1985-86 1986-87 1987-88 
Actual Actual Eslimale Change 

Sm Sm Sm Sm % 
Export Expansion GranLS Scheme . . 2.0 0.4 0.1 -0,3 -74.4 
Export Market Development Schemes 197.0 92.0 110.0 18.0 19.6 
Export and Trade Promotion 74.2 121.3 112.3 -9.0 -7.4 
Interest Subsidy for Financing 

20.0 22.0 2.0 9.9 Eligible Export Transactions . 25.2 
National Interest Claims . 2.1 5.0 2.9 134.8 
Premiums and Repayments 13.SCr 9.!Cr 8.9Cr 0.2 2.2 
General Administration 9.8 15.2 -15.2 -100.0 

Total . 294.7 241.9 240.5 -1.4 -0.6 
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Export Expansion Grams Scheme 

The budget provision is expected to cover the final payments under the Scheme 
following expiry of enabling legislation on 30 June 1983. 

Export Market Development Schemes 

The Export Market Development Grants (EMDG) Scheme is intended to 
encourage exporters and prospective exporters to seek out and develop overseas 
markets. The EMDG Scheme provides taxable grants equal to up to 70% of eligible 
market development expenditures. The total provision ($I !Om) for these schemes 
($92m in 1986-87) also includes $Im for special export assistance to producers of 
high technology products. 

Export and Trade Promotion 

Outlays on export and trade promotion are predominantly ($106.lm) the 
operational expenses of the Australian Trade Commission (Austrade). The National 
Export Drive and the Agricultural Marketing Innovation Fund will receive the 
same funding as in 1986-87 {$2m and $5m respectively). In 1987-88 Austrade will 
return $2m of the $Sm capital contributed by the Commonwealth to the former 
Export Finance and Insurance Corporation (EFIC). 

The reduced funding in 1987-88 under this heading reflects the transfer to the 
Department of Foreign Affairs and Trade of some functions of the former Depart
ment of Trade; funding for these functions is now included in sub-function SC. 4-
Foreign Affairs and Overseas Aid. 

Interest Subsidy for Financing Eligible Export Transactions 

Austrade's concessional export finance facility is funded by loans from financial 
institutions at commercial rates of interest. The Commission lends these funds to 
support eligible export transactions at concessional interest rates consistent with the 
minimum credit terms specified under the Organisation for Economic Co-operation 
and Development's "Arrangement on Guidelines for Officially Supported Export 
Credits''. The difference between the commercial interest rates at which Austrade 
borrows and the interest rates at which it lends is met from the budget by way of 
a subsidy payment to Austrade each year. The item also includes financing fees 
associated with providing this facility. 

The subsidy payment for both general business and the Ok Tedi project (includ
ing borrowing fees) was $20.0m in 1986-87 and is estimated to increase to $22.2m 
in 1987-88. The cost of subsidy payments for Ok Tedi is expected to be $6.6m in 
1987-88 ($7.4m in 1986-87). Direct interest subsidies for general business under the 
facility are expected to cost $14.Sm. 

National Interest Claims 

Under the national interest provisions of the Australian Trade Commission Act 
1985 the Commonwealth is called upon to cover defaults or delayed payments by 
buyers of exports supported under these provisions. (Premiums received are shown 
under the next heading.) In 1986-87, $2.lm was appropriated to cover Cuban 
payment shortfalls. Following rescheduling of Iraqi debt covered by the national 
interest provisions and in the face of prospective rescheduling by Egypt, Austrade 
was given authority to borrow to meet such payments with the Commonwealth 
paying any interest differential or other related fees from the budget. The 1987-88 
estimate for all payments on the national interest account is $5.0m. 
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Premiums and Repayments 

This heading covers the Commonwealth's share of premium income ~n export 
business supported under. the national interest provisions of the Aust~a/1an Tra~e 
Commission Act /985. This is expected to total S8.9m compared with $9.lm. m 
1986-87. Most of this relates to wheat exports. The total reflects the expectal!on 
that the amount of national interest business underwritten by the Commonwealth 
will not change significantly in 1987-88. 

General Administration 

Included under this heading were the administrative costs of the former Depart
ment of Trade; since the changes in the Administrative Arrangements Order 
announced in July 1987, these trade-related activities are now conducted by the 
Departments of Foreign Affairs and Trade, Primary Industries and Energy, and 
Industry, Technology and Commerce, and are included in sub-functions 8C.4, 7B.2, 
and 7B.4 respectively. 

7B.8 OTHER ASSISTANCE TO INDUSTRY 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Petroleum Products Freight Subsidy • • • . 21.0 16.3 7.8 -8.S -52.2 
Energy Research and Conservation . • . • . 14.3 13.7 17.4 3.8 27.7 
Australian Industry Development Corporation 12.S 

12.3 General Administration S.I 6.S 7.3 0.8 

To1al • 52.8 36.S 32.6 -3.9 -to.8 

Petroleum Products Freight Subsidy Scheme 

The scheme subsidises the transport of eligible petroleum products to remote 
locations. The subsidy is equal to the difference between the determined freight cost 
and a maximum consumer-paid contribution. 

The Government has decided to increase the consumer-paid contribution by 4 
cents per litre to 10.2 cents per litre from 22 September I 987. This will achieve 
significant savings ($8.3m in 1987-88) in subsidy payments while maintaining a high 
level of benefits to consumers in very remote locations. 

Energy Research and Conservation 

Grants for energy research projects are approved by the Minister for Primary 
Industries and Energy on advice from the National Energy Research, Development 
and Demonstration Council. Funds for grants are provided through the Energy 
Research Trust Account (ERTA) and the Coal Research Trust Account (CRTA). 
Funds for the CRT A are raised through an excise, set at five cents per tonne of 
black coal produced from non-State Government operated coal mines, supplemented 
by contributions from the States in respect of State Government brown and black 
coal mines. The ERTA is funded by a budget appropriation. 

The Government has agreed that new energy research projects costing up to 
$8.Sm over 4 years may be approved in 1987-88 from the ERTA. Payments for 
new and existing projects from the ERTA in 1987-88 are estimated at Sll.7m 
($13.3m in 1986-87). Estimated payments from the CRTA are S9.6m ($4.8m in 
1986-87). 
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7C. LABOUR AND EMPLOYMENT 

The Commonwealth supports a range of activities aimed at improving employ
ment prospects by attempting to bring rises in income into line with improvements 
in productivity, improving efficiency in the labour market and enhancing the level 
of skills in the workplace. Labour market programs are also aimed at reducing 
inequities in the labour market by assisting the disadvantaged to compete on even 
terms for work. To these ends, the activities covered by this function include 
training and employment assistance programs and the coordination and oversight of 
industrial relations matters generally. 

The following table sets out details of funds provided for the Labour and 
Employment function. 

SUMMARY OF LABOUR AND EMPLOYMENT OUTLAYS 

7C.l 
7C.2 

7C.3 

7C.4 

7C.S 
7C.6 

7C.7 

Training, , •• • • • 
Job Creation and Employment 
Assist•nce • • • • 
Community Based and 
Aboriginals ••• , • 
Placement/lnf'ormadon 
Senkes, 
lnduslrlal Relations • , . 
Economic and Labour Market 
Ad~islng ••• , •• 
General Administration • 

TOTAL. 

1985-86 1986-87 1987-88 
Actual Actual Estimate 

$m 
J92.S 

391.7 

116.6 

171.8 
102.6 

10.5 
55.3 

1041.0 

$m 
193.3 

343.9 

133.9 

170.7 
105.5 

11.1 
72.3 

1030.6 

Sm 
270.1 

233.2 

152.2 

180.0 
110.3 

12.4 
82.0 

1040.2 

CHART ·1. LABOUR ANO EMPLOYMENT OUTLAYS 
1984-85 TO 1987-BB 

Percent 
50 

40 
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$m % 
76.8 39.7 

-110.7 -32.2 

18.2 13.6 

9.3 5.5 
4.8 4.5 

1.3 12.2 
9.7 13.4 

9.6 0.9 
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A significant feature is the increasing priority being accorded to training pro
grams and decreased emphasis on direct job creation and work experience programs. 
While total outlays on labour and Employment in 1987-88 will fall in real terms, 
outlays on training programs are to increase by over 30% in real terms. The shift 
in emphasis towards training started in 1985-86 as illustrated in Chart l on the 
preceding page. 

The increased emphasis on training is seen as being of substantial long-term 
benefit to participants in the labour market. It is intended to lead to a more skilled 
and adaptive labour force and a better match between the demand for and supply 
of labour, and to assist in the restructuring of the industry base, thus improving 
Australia's international competitiveness. 

7C.l TRAINING 

Training programs supported by the Commonwealth are designed to provide 
increased opportunities for people to obtain and upgrade skills relevant to current 
and future labour market requirements. The main growth of outlays on training is 
in the youth area, through the new Youth Training Program and continued growth 
in the Australian Traineeship System, but the estimates also provide for real 
increases in all other elements of the training sub-function. These increases reflect 
in part the additional $32.5m for training programs announced in the May State
ment. The following table sets out details of training outlays. 

Adult Training. 
Youth Training. 
Trade Training. . . . , . 
Australian Trainccship System . 
Skills Training, ... , ... 
Related Salaries and Administration . 

Total. 

TRAlNING 

1986-87 1987-88 
Actual Estimate 

Sm Sm 
21.S 29.7 
12.3 30.7 

115.l 129.S 
13.6 44.6 
16.4 22.6 
14.4 13.1 

193.3 270.I 

Change 

Sm % 
8.2 38.4 

18.3 148.S 
14.4 12.S 
31.0 227.3 
6.2 31.9 

-1.3 -9.0 

76.8 39.7 

Participants in approved training courses receive the Formal Training Allowance 
(FTA) which is equivalent to the unemployment benefit or other social security 
benefit payable, plus a training allowance and ancillary benefits. The costs of FT A 
are included within the estimates for each component of the training program. Jn 
view of the direct encouragement of young people to remain in full-time education 
and training arising from the changes in. youth income support announced in the 
May Statement, the Government has decided that an FT A training allowance in 
addition to unemployment benefit is no longer appropriate for those under 21 but 
ancillary benefits will continue to apply. From 1988 the training allowance will, 
therefore, no longer be available to new trainees below that age. The Government 
has also decided to set the training allowance at a standard rate of $30 per week 
for those 21 years and over (currently a higher rate applies to those 25 years and 
over). These measures will save $2.6m in 1987-88 and $6.4m in a full year. 
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Adult Training 

The Commonwealth provides a range of assistance for short-term vocational 
training for adults who, without training or retraining, would be at a disadvantage 
in obtaining employment. In 1987-88 additional assistance is being provided to sole 
parents and mature-aged women entering or re-entering the workforce. This assist
ance is targeted at those people affected by recent changes in pension and benefit 
entitlements. Migrants with overseas professional qualifications are also to receive 
assistance through the provision of bridging courses to enable them to utilise their 
skills and qualifications in the Australian labour market. 

Under adult training arrangements, assistance is provided to job seekers 2 l years 
and over who have been unemployed for at least 6 of the previous 9 months, 
although this requirement is waived for disabled or other especially disadvantaged 
people. Those eligible are assisted to attend existing courses at training/educational 
institutions or courses designed to meet identified group needs. 

The estimates include an additional $7.Sm within the extra funds announced for 
training in the May Statement. 12 700 people are expected to be approved for 
assistance in 1987-88 compared with 8700 in 1986-87. 

Youth Training 

The Commonwealth provides a range of assistance to enhance labour market 
prospects for disadvantaged youth through broad-based vocational training 
opportunities. 

The Youth Training Program is directed towards under 21 year olds who have 
been unemployed for at least 6 of the previous 9 months or are otherwise specially 
disadvantaged. Courses take into account the needs of the participants and the skill 
requirements of the local labour markets, and are delivered mainly through TAFE. 
Currently the courses are mainly in office skiJJs, data entry and various occupations 
in the hospitality, tourism and rural industries. 

Outlays on Youth Training in 1987-88 are estimated to be $30. 7m, and will 
provide for some 13 100 approvals in 1987-88, compared with 8400 in 1986-87. The 
estimates include $l5.5m of the additional training funds announced in the May 
Statement. 

Trade Training 

The Commonwealth supports a number of trade training schemes to help meet 
the long-term needs of the economy for skilled labour. Trade training also aims to 
improve access to the labour market for women,. disabled people and mature-aged 
workers and to increase the responsiveness of the trade training system to changes 
in demand for skilled labour. 
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Through the Commonwealth Rebate for Apprentice Full-time Training (CRAFT) 
Scheme the Government meets a significant part of the cost of training apprentices. 
Under current arrangements employers are reimbursed for costs incurred in releasing 
apprentices to undertake technical education and approved off-the-job trainin~. This 
is achieved through the payment of a variety of employer rebates set accordmg to 
the trade concerned the year of apprenticeship and stage of technical education. 
Changes to this syst~m are planned to be phased in from I January 1988 with the 
rebates being replaced by a system of grant payments to employers. Two payments 
of up to $1500 will be made, one at the commence~e~t of. an app'.e~tice~hip and 
the other on completion. The new arrangements will simplify adm1mstration, and 
are intended to direct assistance towards training outcomes rather than cost inputs. 
It is estimated that during 1987-88, 98 000 apprentices will be assisted, compared 
with 89 000 in 1986-87. The increased provision for CRAFT ($109.9m in 1987-88 
compared with $96.3m in 1986-87) largely re!lects this change in numbers, but also 
includes a reduction of $1.Sm on the forward estimates because of reduced attend
ance days and the outyear effect of reduced indexation from January 1987. 

A number of special apprenticeship support programs under the heading Special 
Apprenticeship Training are designed to ~m~lement traditional appre~ticeship 
training and reduce wastage from apprenticeship. $19.4m has been .provided for 
these programs in 1987-88, compared with $18.9m in 1986-87. The estimates _re!lect 
a reduction of $I.Om on the previous forward estimates for the Special AssIStance 
Program, and provision for the further expansion of group apprenticeship arrange
ments, funding for which is provided jointly by the Commonwealth and States on 
a $ for $ cost sharing basis. Grants totalling $3.0m are expected for group 
apprenticeship schemes in 1987-88. This is an expanding are~ of ~ommonw~a!th 
assistance and by June 1988 it is expected that 5500 apprentices will be rece1vmg 
assistance through group arrangements, compared with 4300 in June 1987 and 2770 
in June 1986. 

Australian Traineeship System 
The objective of the Australian Traineeship System established in 1985-86 is to 

provide an improved system of quality vocational training for young people who do 
not go on to higher education, technical or trade training. The scheme is primarily 
targeted at 16-18 year olds who have left school before completing Year 12. 
Traineeships combine work-based training and training off-the-job usually ~rovid~d 
through the T AFE system. In 1986-87._ '.085 train~es commenced _a trai~eesh1?. 
While take-up has been slower than ongmally envisaged, $44.6m IS provided m 
1987-88 to provide for a further 13 000 commencements. 

Skills Training 
Under the Innovative Training Projects component, assistance is provided for a 

range of approaches to training designed to meet significant occupationa_I and 
industry skills shortages as well as supporting the development and expansion of 
industry skills centres in partnership with industry, State and local governments. 
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Through Industry Training Services, assistance is given to the national network 
of tripartite industry training committees and industry organisations to develop 
improved training, and a range of trainer training courses, training manuals and 
technical support to related committees is provided. Other assistance under this 
program includes: 

• assistance with the development and expansion of industry skills centres in 
conjunction with industry, TAFE and State Governments; and 

• encouraging the development of innovative industry approaches to improved 
workforce training. 

The estimates include an additional $4.Sm allocated from the additional training 
funds announced in the May Statement. 

7C.2 JOB CREATION AND EMPLOYMENT ASSISTANCE 

Employment Creation 
Jobstart . , , , . 
Mobility Assistance , , . , . . . , . 
Industry and Regional Employment Assistance. 
Related Salaries and Administration . 

Total 

1986-87 1987-88 
Actual Estimate 

Sm Sm 

195.5 
124.4 

4.0 
11.9 
8.1 

343.9 

103.5 
100.0 

3.9 
21.6 
4.2 

233.2 

Change 

Sm % 

- 92.0 
- 24.4 
- 0.1 

9.6 
- 3.8 

-110.7 

- 47.1 
- 19.6 
- 2.1 

80.7 
- 47.6 

- 32.2 

The Employment Creation estimates encompass the Community Employment 
Program and the New Enterprise Incentive Scheme. 

The Community Employment Program (CEP), established under the Commu
nity Employment Act 1983, is a short-tenn job creation scheme aimed at assisting 
the long-term unemployed and other disadvantaged job seekers. The scheme pro
vides employment opportunities through labour intensive projects which are deemed 
to be of social and economic benefit to the community. 

As announced in the May Statement, no further grants are to be made under 
the CEP, saving $100.0m in 1987-88, and $200.0m in a full year. A total of $100m 
has been allocated in 1987-88 to meet all commitments entered into prior to 
30 June 1987. The abolition of the program reflects the general shift in emphasis 
of the Government's labour market programs in favour of education and training. 

Some 12 000 placements under CEP are expected in 1987-88 compared with 
20 761 placements in 1986-87. 
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The New Enterprise Incentive Scheme (NEIS) provides on-going employment 
opportunities for unemployed people by providing training and income support 
(alongside State/Territory Government loans/grants) for the establishment of small 
business ventures. Following consideration of an initial evaluation report on the 
pilot NEIS, the Government has decided to continue the scheme and provide 600 
places per year for four intakes over the next 5 years, with a further review of the 
program in 1990. The scheme is targeted at unemployed people I8 years and over 
who, at the time of application, are registered as unemployed with the Common
wealth Employment Service (CES) and in receipt of unemployment benefits. NEIS 
is also open to dependent spouses of unemployment beneficiaries and recipients of 
supporting parent's benefit, widow's pension or wife's pension. Participants are paid 
a fiat rate allowance for 52 weeks broadly equivalent to unemployment benefits. 
$3.8m, including associated running costs, has been provided for NEIS in 1987-88. 

The Jobstart program is directed to improving the long-term employment 
prospects of less competitive job seekers by providing wage subsidies to employers 
for standard periods in respect of job seekers from defined target groups who are 
recruited through the CES. Subsidy levels are related to age, period of prior 
unemployment and degree of job seeker disadvantage. 

Rates payable to private sector employers are set out below. 

Ch:irJc1eris1ics of Job Seeker !S-17yrs 18-20yrs 2l-44yrs 45yrs + 
$per week 

Unemployed 6 monlhs in las! 9 months . . . . so 75 100 l25 
Unemployed over 12 months in last IS, or especially 

7S llO 150 180 disadvantaged . 

A reduction of $28.0m in overall spending on Jobstart was announced in the 
May Statement. This reflected in part the abolition of the Commonwealth Work 
Experience Program, which provided full wage reimbursement for work placements 
in Commonwealth Departments and statutory authorities. Some 55 000 placements 
under Jobstart are expected in 1987-88 compared with 67 000 placements in 1986-
87. 

Under Mobility Assistance, financial support is provided to job seekers through 
the Fares Assistance Scheme and the Relocation Assistance Scheme to offset the 
costs incurred in pursuing suitable employment opportunities. 

Under Industry and Regional Employment Assistance, $I.Sm is allocated to 
provide retraining, employment and relocation assistance for Christmas Islanders 
who require alternative employment outside the phosphate mining industry, either 
on Christmas Island or on the mainland. 

Funding is also provided as part of a five-year Commonwealth program com
menced in l 983 for a range of projects designed to expand employment in steel 
industry regions. Outlays on this overall program are expected to decrease by 
S24.2m to $12.5m in 1987-88. Of this, $6.4m is provided under this function for 
projects to assist the steel regions. (The remaining outlays are classified under 7 B. 
Industry Assistance and Development and 7D. Other Economic Services.) 
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Under a three-year package of assistance to the heavy engineering industry to 
enhance its competitiveness, $8.0m will be provided for skills enhancement and 
labour adjustment assistance in 1987-88. This provision reflects a reduction of $4.0m 
on forward estimates for 1987-88, owing to the slower implementation of heavy 
engineering assistance as announced in the May Statement. 

$1.0m, including related salaries and administration costs, is to be provided for 
people made redundant in the textile, clothing and footwear industries to assist 
them to· find new employment. 

Under the Coal Mining Industry Labour Adjustment package, workers from 
New South Wales and Queensland coal mines with more than 12 months employ
ment in the industry in the 24 months prior to retrenchment will be eligible for 
assistance in the form of wage subsidies, relocation assistance and formal vocational 
training. Intensive program delivery through CES retrenchment teams and via 
community-based re-employment committees will also be provided. $2.6m, including 
salaries and administration costs, is to be provided in 1987-88, and up to $8.0m 
over the next 3 years. 

Under Labour Adjustment Training Arrangements (LATA) assistance is made 
available for workers retrenched from designated industries. Despite a reduction in 
recent years, the general LAT A provisions remain in force in the steel and passenger 
motor vehicle industries. Some $2.6m will be made available for LATA in 1987-88 
to assist an estimated 350 program participants. 

7C.3 COMMUNITY BASED AND ABORIGINALS 

Complementing its direct employment and training programs, the Common
wealth provides assistance through community-based organisations to provide addi
tional training and employment opportunities, particularly for young people. Specific 
assistance is also provided for Aboriginals. The following table sets out details of 
outlays. 

1986-87 1987 88 
Actual Estimate Change 

Sm Sm Sm % 

Community Youth Support Scheme . 35.J )6.9 l.8 5.2 
Community Training 15.1 19.0 3.9 25.S 
Community Volunlccr Program . . l.8 3.7 l.9 105.5 
Aboriginals, ........ 70.9 81.\ 10.2 14.4 
Refuted Salaries and Administration Jl.0 Jl.4 0.4 3.7 

Tola! 133.9 152,2 18.2 13.6 

Community Youth Support Scheme 

The Community Youth Support Scheme (CYSS) provides grants to some 350 
community-based, publicly-elected, local management committees to provide young 
people with a range of employment-oriented skills and support during periods of 
unemployment. Emphasis is on training in work skills and job-search techniques, 
and on encouraging young people to gain work experience in community service 
and part-time, casual and temporary work. Grants to the local management com
mittees assist with the staffing, accommodation and administrative costs of operating 
a CYSS centre. A reduction of $1.0m has been effected to forward estimates for 
this program, largely to reflect discontinuation of the Special Initiatives Grants 
element introduced in 1984-85. 
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Community Training 

The Community Training Program, introduced in 1986, provides assistance to 
66 locally-based community projects to deal with the special employment needs of 
those most disadvantaged in the labour market. Grants help to meet the establish
ment and operational costs of individual projects. The estimates also include 
provision for the establishment of a national network of ten Information Technology· 
Centres in 1987-88 at an additional cost of S3.4m ($4.Sm in 1988-89). The centres 
offer disadvantaged jobseekers a mix of training and work experience in a wide 
range of information technology applications. 
Community Volunteer Program 

An amount of $3.7m has been allocated. for the Community Volunteer Program, 
which is designed to provide voluntary community service opportunities for the 
unemployed, especially young people, and complements current training and em
ployment programs. Some 63 voluntary agencies will be assisted under the program 
in 1987-88, and it is estimated that some 15 000 unemployed people will participate 
in the voluntary community service opportunities provided. 
Aboriginals 

In order to increase the range of occupations in which Aboriginals are employed, 
the Commonwealth provides funds through the Department of Employment, Edu
cation and Training for the provision of training assistance and other measures to 
encourage the employment of Aboriginals. 

Public sector training provides trainees with on-the-job experience for up to 
twelve months in clerical, semi-skilled and technical areas of Commonwealth and 
State Government employment. The number of placements is expected to decrease 
from 1482 to 1147, with a reduction in outlays from $2l.6m to $IS.Sm, reflecting 
a shift in emphasis away from public sector training because of its relatively high 
cost and the progressive adoption of equal employment opportunity programs by 
public sector organisations. 

Training allowances and employer subsidies are available to encourage the 
employment of unemployed Aboriginals registered with the CES. In 1987-88, $2.?m 
is provided for formal training allowances for an estimated 348 trainees, and $31.0m 
is provided through the private and community sectors on-the-job component, to 
assist 7590 trainees. Special projects, developed where no other forms of training 
are appropriate, are expected to assist some 2500 people in 1987-88 at a cost of 
$18.3m. 

Following further consideration of the Miller Report on Aboriginal Employment 
and Training, an additional $3.0m has been provided for the expansion of the 
Aboriginal Employment Development Policy, including an additional $1.6m for the 
Enterprise Employment Assistance (EEA) Program. The EEA program involves 
the payment to Aboriginal community enterprises of wage subsidies equivalent to 
the unemployment benefit payments Aboriginal employees would otherwise have 
received. Servicing of rural and remote communities has also been strengthened. In 
addition, $1.0m has been allocated for the Aboriginal Enterprise Incentive Scheme 
to provide assistance with establishment costs to individuals who are able to set up 
their own small businesses. Information on other initiatives taken following consid
eration of the Miller Report is inciuded under 4.8 Aboriginal Advancemem Pro
grams nee. 
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Also included within this function is $8.4m ($7.7m in 1986-87) provided through 
the Department of Aboriginal Affairs for direct grants to Aboriginal communities 
and organisations and grants to the States for employment and training projects. 

7C.4 PLACEMENT/INFORMATION SERVICES 

A major function of the Department of Employment, Education and Training 
is to promote and assist the efficient operation of the labour market by providing a 
range of information, counselling and placement services for employers and job 
seekers. The placement, delivery and information service is provided by the Com
monwealth Employment Service (CES). 

The CES delivers its services through 318 CES offices and a number of agencies. 
Services provided include placement of job seekers in employer-notified vacancies, 
gathering and dissemination of information about the labour market, particularly 
for youth, and the administration of labour market programs. During 1986-87 the 
CES processed 2 400 000 registrants, and had 930 000 vacancies notified of which 
735 000 were filled. 

Staffing for the CES office network is established after a process of consultation 
with the unions and the application of a formula related to workload forecasts. 
Excluding Youth Access Centres and Career Reference Centres a total of 4921.4 
staff years have been allocated to the CES network in 1987-88, an increase of 3.7% 
over 1986-87. 

A national network of Youth Access Centres is being established to provide 
information, assistance and referral services to young people. The increased esti
mates for Placement/Information Services also reflects the introduction of the new 
Job Search Training program. An additional $1.6m is being provided ($2.8m in 
1988-89) within the additional funds made available in the May Statement for 
training. Some 16 000 long-term unemployed jobseekers (30 000 in 1988-89) will be 
provided with the opportunity to receive structured training in job search skills. 

?C.5 INDUSTRIAL RELATIONS 

1986-87 1987-88 
Actual Estimate Cflange 

Sm Sm Sm % 
Jnduslrial Relations Advising 7.4 8.7 1.3 16.9 
Conciliation and Arbitration 21.2 20.S -0.8 -3.S 
Arbitration Inspectorate , 4.6 4.7 0.1 2.5 
Special Industry Legislation 43.8 S0.7 6.9 15.7 
Working Environment • • . , . , . . . . . 2.1 1.8 -0.2 -11.9 
Trade Union Training Authority , . , , , , . , 8.5 7.7 -0.8 -8.9 
National Occupational Health and Safety Commission . 17.8 16.1 -1.7 -9.6 

Total IOS.5 110.3 4,8 4.5 

The allocation for Ind11strial Relations Advising covers the costs associated 
with the provision of advice to the Minister, Commonwealth authorities, industry 
and unions on industrial relations matters, including the operation of relevant 
legislation. 
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The bodies funded within the Conciliation and Arbitration sub-function are 
involved in the settlement of industrial disputes and the dctennination of wage and 
salary claims. Other outlays relate to the provision of certain legal and other costs. 
The $20.Sm provided includes $17.Sm for the operation of the Conciliation and 
Arbitration Commission. 

The Arbitration Inspectorate provides a nationwide federal labour inspectorate 
service under powers conferred by the Conciliation and Arbitration Act 1904. The 
objectives are to secure observance of the regulations and awards made under the 
Conciliation and Arbitration Act 1904 by carrying out labour inspections, and by 
providing an educational facility to assist employers and employees to understand 
their rights, duties and obligations. 

Special Industry Legislation involves the administration of special legislation 
for the financing of employee entitlements in the black coal mining and stevedoring 
industries. Costs are nonnally offset by levies on black coal production and steve
doring industry employers under the relevant legislation. 

Working Environment activity is intended to increase the awareness and practice 
of industrial democracy in both the private and public sectors. This involves the 
provision of information dissemination services and training material, the sponsoring 
of research, and financial subsidies for specific projects. 

The Trade Union Training Authority Act 1975 provides for training services 
for unionists and for the operation of State training centres and a National Training 
College at Albury-Wodonga. The estimate of $7.7m for the Authority will cater for 
approximately 55 000 student training days in 1987-88. 

The National Occuparional Health and Safety Commission Act 1985 provides 
for the establishment of a National Occupational Health and Safety Commission 
(NOHSC). The objective of NOHSC is to provide a coordinated approach by 
employers, unions, States and the Commonwealth to occupational health and safety. 
Its activities centre on the development of national standards, the establishment of 
priorities, the upgrading of research efforts, the enlargement of training resources 
and the improvement of information collection and dissemination. 

In the context of the May Statement the forward estimates for NOHSC were 
reduced by $7.0m partly to reflect the estimated level of funds on hand at the 
conclusion of 1986-87, but also to effect ongoing savings. Total funds available to 
NOHSC will nonetheless allow a staffing level of 229 staff years in 1987-88, as 
against an actual utilisation of 217 staff years in 1986-87. 

7C.6 ECONOMIC AND LABOUR MARKET ADVISING 

$12.4m is provided for labour market and economic analysis> labour market 
research, women's employment policy advising and program policy, review and 
evaluation. $1. l m of this is allocated for the Affinnative Action Agency which 
administers the AjfirmatiVe Action (Equal Employment Opportunity for Women} 
legislation. The Agency assists employers in the implementation of affirmative action 
programs, monitors and evaluates the effectiveness of these programs, and conducts 
research and community education activities. 
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7C.7 GENERAL ADMINISTRATION 

~his headi?~ incl.udes the Executive Management, Central Office and State/ 
Territory ~dm1mst.ra!l~e management and support services related to the perform
ance of thlS func!lon 10' the ~epartment of Employment, Education and Training 
and the Department of Industrial Relations, and other support services not identified 
elsewhere. 
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7D. OTHER ECONOMIC SERVICES 
This section covers outlays on economic services provided by the Government 

which are not included in other specific functional classifications. It includes outlays 
on certain forms of economic and trade regulation, ~pecialised activities such as 
meteorological and mapping services, and more general outlays on energy and 
resource industries. . . 

Appropriations for 1987-88 indicate an expected fall of $19.lm, due pnmanly 
to two large non-recurring payments incurred last financial year. Last year $17.0m 
was provided for South Australian water supply progr_ams and $40'.6m for construc
tion of a gas fired power station in the Northern Territory ($0.8m m 1987-88). The 
latter reduction is partly offset by the return to the full level of Commonwealth 
assistance for the NT Electricity Commission (up $18.lm). Outlays on other parts 
of the function are expected to remain relatively stable. 

SUMMARY OF OTHER ECONOMIC SERVICES OUTLAYS 

7D.l Economic and Trade 
Rcgulacion ..• 

70.2 Meteotologlcal Senices 
7D.3 Narional Mapping 
70.-4 Urban Waler Supply 
70.S Electricity Supply . . . . . 
70.6 Subsidy on Liquened Petroleum 

Gas •••• • 
70.7 Economic Senices nee 

TOTAL 

1985-86 1986-87 1987-88 
Actual Actual Estimate 

$m 

63.0 
63.2 
16.0 
15.7 
47.6 

3.3 
18.0 

226.8 

Sm 

60.3 
70.6 
19.3 
33.6 
58.0 

24.7 

266.6 

$m 

66.6 
77.1 
28.9 
JS.8 
3S.8 

23.4 

247.S 

Change 

$m % 
6.3 
6.5 
9.6 

-J7.8 
-22.3 

n.a. 
-1.4 

19.1 

to.S 
9.2 

49.5 
-53.0 
-38.4 

rz.a. 
-s.s 

7.2 

7D.I ECONOMIC AND TRADE REGULATION 

Pa1en1, Trade Marks and Designs Office. 
Industries Assistance Commission 
Trade Practices, 
Pnces Sun'Cillancc . . . 
Consumer Protection nee . . 
National Companies and Securities 

Commission . . ... 
Austr.i.liJn Government Analytical 

Labonuoncs . . , . 
Standards and Accreditation 
Other 

Total 

1985-86 1986-87 1987-88 
Aclual Actual Estimate Change 

Sm 
19.1 
12.0 
10.9 
1.2 
3.7 

2.7 

7.8 
3.9 
I.I 

63.0 

Sm 
21.8 
11.6 
7.6 
1.6 
4.1 

2.8 

5.1 
4.0 
1.6 

60.3 

Sm 
25.2 
10.8 
8.6 
20 
5.9 

3.1 

4.8 
4.3 
1.9 

66.6 

Sm 
3.4 

-0.8 
1.0 
0.4 
1.7 

0.3 

-0.3 
0.3 
0.3 

6.3 

% 
15.5 

-6.7 
13.8 
22.\ 
42.5 

I0.4 

-6.4 
7.4 

16.6 

10.5 

Outlays for the regulatory bodies listed here are mainly for salaries and 
administration. 

Patent, Trade Marks and Designs Office 

The Patent, Trade Marks and Designs Office administers A~stralia.n property 
systems for the protection of inventions, trade marks and industrial ~esigns, ex~m
ines applications for Letters Patent of inventions and for. th". registration of deS1gns 
and trade marks, and publishes details of successful apphcatwns. 
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The increase in projected outlays is largely due to the Government decision to 
provide resources to reduce the backlog in examination of Patent, Trade Marks and 
Designs applications. In addition to the $1.lm provided for this purpose in 
1986-87, $2.Sm has been allocated for 1987-88 to provide for increased staffing and 
administrative resources and computer system development to reduce further the 
number of unexamined applications. The Office expects $30.4m in revenue from 
statutory fees (see Statement No. 4). 

Industries Assistance Commission 

The reduction reflects reduced staffing levels announced by the Government in 
the May Statement saving $1.2m in 1987-88 off the forward estimates. Further 
savings are expected in 1988-89. 

Trade Practices 

This item includes activities of the Trade Practices Commission and the Trade 
Practices Tribunal. The Commission administers the Trade Practices Act 1974, 
which proscribes certain restrictive trade practices and provides for consumer 
protection. The increase in outlays largely reflects non-recurring legal costs incurred 
in relation to a major court case. 

Prices Surveillance 

The increase of $0.4m reflects the full year effect of additional resources 
provided to the Prices Surveillance Authority last year to undertake the price 
surveillance activities announced in the Prime Minister's Address to the Nation of 
II June 1986. 

Consumer Protection nee 

The increase in outlays to $5.9m rellects increased provision for salaries and 
administrative expenses for the Federal Bureau of Consumer Affairs. The estimate 
also includes a grant-in-aid of $0.2m to the Australian Federation of Consumer 
Organisations for the coordination of consumer affairs bodies in Australia. 

National Companies and Securities Commission 

The Commission administers a uniform co-Operative scheme for the regulation 
of companies and securities transactions including the Commonwealth companies 
legislation and counterpart State laws. The Commonwealth contributes one half of 
the Commission's budget and the States provide the balance in proportion to their 
respective populations. The Government has agreed to provide funds in 1987-88 for 
development of a proposal for the Commonwealth to assume full responsibility 
during 1988-89 for matters now regulated by the Co-operative Companies and 
Securities Scheme (see BB Law, Order and Public Safety). Pending development 
of this proposal the Commission will continue to administer the scheme throughout 
1987-88. 

Australian Government Analytical Laboratories 

The Australian Government Analytical Laboratories (AGAL) carry out chemi
cal and microbiological analyses, primarily for Commonwealth agencies, for the 
protection of public health, identification of appropriate tariffs on imports, support 
of law enforcement agencies dealing with illicit drugs and quality assurance testing 
of exports. Operational payments will total $11.Jm ($9.6m in 1986-87), with AGAL 
receipts increasing to $6.Sm in 1987-88 ($4.Sm in 1986-87). 
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The increased outlays in 1987-88 reflect an expected increase in pesticide residue 
testing which will facilitate beef and other primary produce exports. 

AGAL receipts increased from $1.9m in 1985-86 to $4.5m in 1986-87 as a result 
of the Government's acceptance of the recommendation of the Report of the 
Independent Committee of Inquiry into Commonwealth Laboratory Services and 
Facilities (Ross Report) that AGAL achieve full cost recovery. The introduction of 
increased charges for AGAL services led to a reduction in demand, although this is 
now expected to be offset by increased pesticide residue testing. 

Standards and Accreditation 

This category consists of the Commonwealth's contributions to the Standards 
Association of Australia (SAA) and the National Association of Testing Authorities 
(NATA). The SAA's main function is to publish and promote Australian standards. 
NATA provides accreditation for laboratories of demonstrated competence and 
capability. 

Other 

The main item in this category is the operational expenses of the National 
Standards Commission ($t.2m). 

7D.2 METEOROLOGICAL. SERVICES 

The Commonwealth Bureau of Meteorology provides weather services and 
forecasts for the general public and specialist users. Estimated total payments for 
1987-88 are $98:Sm which includes salaries ($54.7m), administrative and operational 
expenses ($18.9m), contributions to overseas organisations ($0.7m), plant and 
equipment ($7.5m), instruments and apparatus ($6.lm), observer expenses ($4.7m), 
buildings, works and maintenance ($5.Im) and other ($0.9m). The Bureau recovers 
the full costs of providing specialised services to some of the major users of 
meteorological data such as the Departments of Defence and Transport and Com
munications ($22.4m). Receipts from rental charged by the Bureau are estimated 
at $0.5m. The Government has decided to recover an additional $0.6m in 1987-88 
and $1.4m in 1988-89 for services provided to the media through introducing or 
increasing charges for certain services. Outlays by the Bureau are thus expected to 
total $75.lm in 1987-88. The expected real increase in outlays for 1987-88 mainly 
reflects the Government's decision to upgrade the Bureau's capital equipment to 
achieve greater operational efficiency at a cost of $1.3m in 1987-88. 

The Ionospheric Prediction Service provides predictions on the state of the 
ionosphere for users of radio communications systems, including the Defence Serv~ 
ices, and telecommunications authorities. Operational outlays in 1987-88 are esti
mated at $2.0m. 

7D.3 NATIONAL MAPPING 

The increase of $9.6m for National Mapping mainly reflects increased outlays 
on the upgrade of the Australian Landsat Station ($10.lm; up $9.4m from 1986-
87) announced in the 1986-87 Budget. This is partly offset by an expected $0.5m 
improvement in cost recovery from the sale of mapping products and satellite 
imagery data and reduced administration costs ($0.9m). 
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70.4 URBAN WATER SUPPLY 

The main component of this sub-function is assistance to the States for urban 
water supply provided under the Federal Water Resources Assistance Program 
(FWRAP). $12.5m is to be allocated for this purpose, the reduction of $2.8m on 
1986-87 reflecting the expected completion in 1987-88 of work on water treatment 
facilities in the Hunter River region of NSW. The $12.5m includes $5.5m for the 
Country Towns Water Supply Improvement Program, and $5.5m for water treat
ment facilities in South Australia. Details of other components of the FWRAP are 
provided under the functions 5. Housing and Community Amenities nee, for 'urban 
flood mitigation', and 7B. Industry Assistance and Development for 'water re
sources development and management'. Almost all of the decline in outlays ($l 7.8m) 
on urban water supply reflects a special payment of $17.0m for South Australian 
water supply programs in 1986-87. 

7D.5 ELECTRICITY SUPPLY 

The operational assistance grant for the NT Electricity Commission is to be 
$47.5m ($29.5m in 1986-87). This represents a return to the full level of Common
wealth assistance agreed upon in 1985 whereby a grant of $40.0m per annum 
indexed in line with the CPI is to be provided. 

A capital grant of 40% of the annual outlays incurred since l January 1985 is 
being provided to the NT by the Commonwealth to help finance the construction 
of a gas-fired power station. The capital grants total $52.0m in December 1984 
prices with the final grant of $0.8m to be provided in this Budget. 

7D.6 SUBSIDY ON LIQUEFIED PETROLEUM GAS 

The subsidy on liquefied petroleum gas was terminated on l October 1985. 
Outlays in 1985-86 were $3.3m. 

7D.7 ECONOMIC SERVICES NEC 

This category consists of outlays on the Snowy Mountains Engineering Corpo
ration (SMEC) and part of the operational and capital costs (other than those 
allocated to specific regulatory functions) of the Department of Primary Industries 
and Energy. 

In an attempt to return SMEC to profitability after a downturn in engineering 
activity, $8m was granted in equity capital ($6m on I December 1986 and $2m 
payable on I December 1987) to allow for funding of a voluntary retrenchment 
program and increase the working capital base of the Corporation, 
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8. GENERAL PUBLIC SERVICES 
This grouping covers a range of general public services and activities relating to 

the organisation and operation of the Commonwealth Government including legis
lative services, administrative services, administration of the courts and law enforce
ment, foreign affairs, overseas aid and administration of external territories. 

SA.I 

8A.1 
8A.3 

SA. LEGISLATIVE SERVICES 
SUMMARY OF LEGISLATIVE SERVICES OUTLAYS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm 
New Parliament House 
Cons1ruc1ion J77.J 283.6 301.3 17.7 
Other Parli1.ment1ry Outlays lJ0.9 141.0 17S.6 34.6 
Other Ugisl11tht Services • 39.S 49.8 96.9 47.1 

TOTAL. 347.7 474.3 573.8 99.4 

SA.I NEW PARLIAMENT HOUSE CONSTRUCTION 

% 
6.2 

24.6 
94.6 

21.0 

Estimated outlays by the Parliament House Construction Authority (PHCA) in 
1987-88 total $30J.3m comprising $4.3m for administration and $297.0m to fund 
activities directly associated with construction. This includes the effect of the 
decision announced in the May Statement to reinstate landscaping of the new 
Parliament House ($5.0m). The increase in estimated outlays ($17.7m) over 
1986-87 reflects a continuation of the peak levels of activity on site in 1987-88 
which should see the completion of the building's exterior and much of its interior. 
The building is planned to be occupied in time for the August budget session of 
Parliament in 1988. 

8A.2 OTHER PARLIAMENTARY OUTLAYS 

This heading covers the five Parliamentary Departments and outlays by the 
Department of Administrative Services for parliamentary and ministerial services. 

Major elements in the increase of $34.6m are additional salaries associated with 
increased security and operational activities for the new Parliament House ($3.7m), 
provision for additional Ministerial staff and termination payments ($2.6m), in
creased administration costs arising from the move to, and operation of, the new 
Parliament House ($12.4m), the first stage of a Ministerial communications network 
(including secure voice) in the new Parliament House ($2.Sm), computer systems 
for a Parliamentary information service for Senators and Members ($4. 7m) and to 
support building management and catering services in the new Parliament House 
($J.9m), and increased outlays for parliamentary and ministerial services (S4.9m). 

8A.3 OTHER LEGISLATIVE SERVICES 

This heading covers the Australian Electoral Commission, the Governor
General's Office, the Office of Parliamentary Counsel, the Constitutional Reform 
Commission and maintenance of official establishments (Government House, The 
Lodge in Canberra and Admiralty House and Kirribilli House in Sydney). 
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The budget increase of $47.Jm is mainly attributable to costs of $35 Sm for th 
condu~t of the 1.987 Federal Election and $10.3m for reimbursement .of electio~ 
cam1~a1gn expenditure to registered political parties and independent candidates who 
qua 1fied. 
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SB LAW, ORDER AND PUBLIC SAFETY 
Outlays under this function are summarised in the following table and the composition 
shown in Chart l below. 

SUMMARY OF LAW, ORDER AND PUBLIC SAFETY 

1985-86 1986-87 1987-88 
Actual Actual Estimate 

Sm Sm Sm 
SB.I Courts 111nd Legal Services 193.2 210.9 232.8 
88.2 Stturlly ind Intelligence 

77.6 73.8 Surkcs 69.5 
88.3 Police and 

0

Priso~ S~nice~ 133.1 142.S 151.2 
88.4 Uw and Order and Public 

Sarety-Othcr 76.1 89.0 121.4 

TOTAL 471.8 520.0 579.3 

CHART 1. LAH, ORDER ANO PUBLIC SAFETY 
COMPOSITION OF OUTLAYS 1987·88 

Securityli:Int.-12:.7S 

SB.I COURTS AND LEGAL SERVICES 

1985 86 1986-87 1987 88 

Change 

Sm % 
21.9 lo.4 

-3.8 ~4.9 

8.7 6.1 

32.S 36.5 

59.3 11.4 

Actual Actual Estimate Change 

High Court . 
Federal Court 
Family Law . . . 
Courts of I~ ACT. 
Court Buildings . . . . 
Bankruptcy Administration 
Reporting Service . . . . . 
Australian Government Solicitor 
Public Prosecutions. . . . . . 
Australian Law Rdonn Commission 
Legal Aid. . . . . . . 
Protection of Human Rights . 

Total. 

Sm 
S.6 
8.3 

31.7 
3.3 
0.4 
7.8 
9.9 

18.8 
20.2 
2~ 

79.6 
s.1 

193.2 
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Sm 
6.0 
9.1 

34.3 
3.5 
0.4 
8.7 

10.9 
20.4 
21.1 
2~ 

88.9 
4.8 

210.9 

Sm 
6.3 
9.9 

36.4 
3.6 
0.4 
9.S 

II.I 
23.6 
22.8 

2.S 
99.8 
7.0 

232.8 

Sm 
0.2 
0.8 
2.1 
0.1 

o:s 
0.1 
3.2 
1.8 

-0.2 
10.8 
2.2 

21.9 

% 
4.1 
8.5 
6.1 
2.8 
8.3 
8.6 
1.2 

15.7 
8.4 

-7.9 
12.2 
44.9 

10.4 

Components of this sub.function are represented in table SB. I. The amount 
provided for Legal Aid, which is the largest component in this sub-function, includes 
$14.lm for Aboriginal legal aid and $2.2m for grants to voluntary legal aid 
organisations. The $10.Sm increase in this item reflects largely the full year effect 
of additional costs incurred by the Commonwealth in the merger on 2 April 1987 
of the NSW Legal Aid Commission with the Australian Legal Aid Office, NSW. 

Additional funds are provided for the Family Court reflecting staffing and 
administrative costs associated with reference to the Commonwealth by some States 
of family law powers in relation to custody, guardianship, maintenance and access 
and extension of similar coverage to Australian Territories ($1.Sm), and staffing 
and administrative costs for the Family Court associated with the introduction of 
the Child Support Scheme ($0.6m). 

Increases in the Australian Government Solicitor, Bankruptcy Administration 
and the Federal Court represent largely increased staffing and administrative costs 
approved in the Budget for the protection and recovery of Commonwealth revenue 
(mainly taxation). Estimated additional revenues of $115m in 1987-88 from this 
initiative are reflected in Estimates of Revenue (see Statement No. 4). Increased 
funds for Prosecution Services largely reflect additional staffing and administrative 
provisions for the Director of Public Prosecutions to allow for increased activity 
upon passage of the Proceeds of Crime Act 1987. Increases in Protection of Human 
Rights reflects estimated costs, attributable to this component, of the Royal Com
mission into Aboriginal Deaths in Custody ($1.Sm) and the full year costs associated 
with establishment of the Human Rights and Equal Opportunity Commission 
($0.4m). 

8B.2 SECURITY AND INTELLIGENCE 

This provision comprises outlays for the Australian Security Intelligence Organ
isation (ASIO-S35.3m), the Australian Secret Intelligence Service ($15.9m), the 
Office of National Assessments ($3.Sm), security at overseas posts ($16.3m), counter
terrorist training and equipment ($2.6m) and the Office of the Inspector-General 
of Intelligence and Security ($0.3m). The net decrease of $3.8m (4.9%) on 1986-87 
outlays in this sub-function is largely the result of a non-recurring provision in 
1986-87 for the relocation of ASIO to Canberra. 
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8B.3 POLICE AND PRISON SERVICES 

$147.2m is provided for the Australian Federal Police (AFP). This increase of 
$8.6m includes final funding to meet the Government's 1984 election commitment 
to provide a stronger police force over a 3 year period ($3.0m), the implementation 
of the telecommunications interception unit ($0.2m), additional funding for anti
crime measures ($1.5m for computer projects and $0.4m to enforce the provisions 
of the Proceeds of Crime Act 1987), and the effect of the March 1987 National 
Wage Case ($2.2m) partially offset by increased receipts. $2.5m is provided for the 
care of ACT prisoners in NSW institutions under the Removal of Pdsoners 
(Australian Capital Territory) Act 1968, and $1.Jm for the operational costs of 
adult and juvenile corrective services facilities in the ACT and payments for ACT 
juveniles in NSW training institutions. 

8B.4 LAW AND ORDER AND PUBLIC SAFETY-OTHER 

AUorncy.Gcncral's D.!p.:i.rtmcnt 
General Administration. . . 

Public Safety and Ptotcction
Road Safety 
Other . ........ . 

Buildings, Works and Equipmcnl nee . 
Recoveries 
Other 

Total . 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm 

44.4 

2.7 
12.! 
0.7 
5.6Cr 

21.8 

76.1 

Sm 

49.8 

2.8 
14.6 

2.1 
S.6Cr 

25.3 

89.0 

Sm Sm 

12.1 22.3 

2.5 -0.2 
14.8 0.2 
12.1 10.0 
1.ICr -1.5 

27.0 1.7 

121.4 32.S 

44.8 

-8.1 
l.S 
na 

-27.6 
6.7 

36.S 

The major components of this sub-function are contained in the table above. 
The large increase in funding for General Administration of the Attorney-General's 
Department principally reflects provision for acquisition of suitable sites for location 
of a Family Court Building in Sydney ($17.Sm) and a Law Courts complex in 
Adelaide ($3.0m). Also provided for is an amount of $1.lm for development of 
arrangements for the Commonwealth to assume responsibility during 1988-89 for 
company law, futures and securities industries matters now regulated by the joint 
Commonwealth/State Co-operative Companies and Securities Scheme, and $0.Jm 
in respect of costs associated with introduction of the Child Support Scheme. 

The increase in Buildings, Works and Equipment nee, principally reflects prog
ress with construction of the Parramatta Law Courts. Major expenditures included 
in 'Other' under this heading are the operating costs of the National Crime 
Authority ($15.lm), the Australian Police College ($1.0m) and the Common
wealth's share of the cost of operations of the Australian Bureau of Criminal 
Intelligence ($3.3m). 
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SC. FOREIGN AFFAIRS AND OVERSEAS AID 
This expenditure supports policies desi ned 

relations, including its strategic and trade i g to. promote Australia's external 
compon.ent is the assistance provided for ~~:r:~s! 71th overseas ~ountries. A major 
developing countries, reported internationall c1a an? economic development of 
(ODA). Y as Official Development Assistance 

SUMMARY OF FOREIGN AFFAIRS AND OVERSEAS AID OUTLAYS 

8C,J 1JjJ.11trnd Aid , • , 
SC.2 Mullllateral Aid , . 
BC.J Ort-rseas Aid-Other 

TotaJ Aid (a) • , , . . 
8C,4 Foreign Affairs-Non-Aid , 

1985-86 1986--87 1987-88 
Actual Actual Estimate Change 

$m Sm $m Sm 149.5 735.6 756.1 20.S 230.8 187.7 195.3 7,7 15.2 17.0 19.7 2.7 
995.S 940.3 
329.7 361.5 

971.1 30.8 

% 
2.8 
4.J 

15.6 

3.3 
420.8 59.3 16.4 

. TOTAL • ' • . ' ' ' 1325.:Z 1301.8 1391.9 90,J 6.9 

(a) F.•sures in the table may differ from thos 
different concepts for re<:ording Australia'seo~~~~~J~i:~~rr~r~~~a~:~ Paper No,4 because of the use of 

OVERSEAS AID 

Official Development Assistance (ODA) . 198 . 
Outlays of$971.lm (an increase of 3 3% m 7-88 IS estim~ted to be $1007.6m. 
a reduction of $20m on the forward. t) are rep~;ted under thIS function, reflecting 
Statement This was a es Imates w tch was foreshadowed in the May 

· consequence of the Government' [ . 
economic circumstances to give priority to A t r ' d s r_eso ve m _the current 
Nevertheless, there is scope to restore a us ra ia s . omes.t1c. econonuc problems. 
real growth in programs for some co t . numbder o~ high pnomy activities and for 

un nes an regions 
The aid figures accounted for u d th· f . · 

indirect assistance to develop1'ng count ~r is h unction exclude some additional 
. n ries sue as financ' 'd d . . 

circumstances through Austrade (t d' ' h mg provr e m certain 
Corporation) for exports of capital ;~o~ng as t e ~xport Finance and Insurance 
some budget provisions included in onl ~n c?ncess10~al terms. 1:tere are, as well, 
are accounted for under other functions. or mternat1onal reportmg purposes that 

The charts which follow highli ht th d · 
recent composition. g e tren m outlays on overseas aid and its 

A more detailed account of Australia' 'd th h . 
on a program basis in Budget Related spar ';:; t at outlined. b.°low is provided 
Program. aper o. 4-Australra s Overseas Aid 
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01985-86 

~1986-87 

-1987-BB 

SC.I BILATERAL AID 

1985-86 1986-87 1987"88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Papua New Guinca·--lludgct Support . 

Rel~tcd 
302.8 304.5 275.0 -29.S -9.7 

Projects, Technical Co-operntion and 
Activities . , 210.2 225.9 250.1 24.2 10.7 

Training 
A1d Rcfugde and 

135.7 117.5 117.2 -0.3 -0.3 
Emergency and Relief 

Assistance. 40.8 31.8 34.5 2.7 8.4 
Other 60.0 55.9 79.4 23.4 41.8 

Total. 749.S 735.6 756.1 20.S 2.8 

$756.Im or 77.9% of aid payments is provided on a bilateral basis. Bilateral 
assistance is provided largely through country programs which combine the major 
forms of assistance in a manner designed to achieve the most effective development 
outcome for the particular country or region. In addition, bilateral assistance is 
provided through a range of channels, including non-government organisations, and 
in various forms of aid. In 1987-88 Australia will commence a three year program 
of economic aid to Southern Africa at an estimated total cost of $55m. The program 
will utilise most forms of aid including training and staffing assistance. 

Papua New Guinea-Budget Support 

New aid arrangements are being negotiated with Papua New Guinea (PNG) as 
part of a wide ranging review of the overall relationship between Australia and 
PNG. It is expected the new arrangements will provide for declining levels of 
budget support and for increasing amounts allocated to programmed developmental 
activities (an amount of $12m in 1987-88 is included in 'Projects, Technical Co
operation and Related Activities'). The allocation for direct budget support in 
1987-88 is $275m. The underlying objective of this approach is to increase progres
sively PNG's fiscal self-reliance and to place the aid arrangements on a footing not 
dissimilar from that of other major recipients of Australian development assistance 
in the region. 

Payments of termination 8.nd retirement benefits and other pensions to expatriate 
officers (and their dependants) of former Papua New Guinea administrations and 
the Australian Staffing Assistance Group, made under the Papua New Guinea 
Staffing Assistance Act 1973, are estimated at $14.Sm. These payments are classified 
as 'Other Bilateral Aid'. 

Projects, Technical Ca-operation and Related Activities 

Under this heading, bilateral projects and related technical assistance comprise 
a major form of assistance to developing countries utilising Australian expertise and 
equipment to support individual projects. These projects tend to be concentrated in 
developing countries within our immediate region. Priority is given to projects of 
high developmental benefit to recipient countries and in which Australia possesses 
special expertise, such as in agriculture. 

Some assistance will be provided through development import grants, the Asso
ciation of South-East Asian Nations (ASEAN)-Australia Economic Co-operation 
Program, co-financing of projects with international financial institutions, staffing 
assistance and through food aid. 
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Training 
The major outlay under this heading is the payment by the Australian Interna

tional Development Assistance Bureau (AIDAB) to the Department of Employ
ment, Education and Training of the 'student subsidy'-i.e the difference between 
the full cost of educating in Australia overseas students from all developing countries 
and the Overseas Student Charge (OSC) levied on these students. An amount of 
$85.2m is to be provided in 1987-88, a decrease of $2.8m over 1986-87. In addition, 
provision is made to cover the Overseas Student Charge for sponsored students 
from developing countries and for private students from PNG, South Pacific 
developing countries and the People's Republic of China. 

Other outlays under this heading are: 
• $21.9m to cover costs such as miscellaneous tuition fees, fares and living 

allowances for officially sponsored students from developing countries, teaching 
and administrative costs of the International Training Institute and costs of 
the Australian Development Assistance Courses; and 

• $7.lm for the provision of experts and equipment to selected Asian universities 
and for fellowships in Australia for Asian academics under the International 
Development Program of Australian Universities and Colleges. 

Emergency Aid and Refugee and Relief Assistance 

An estimated $7.4m is to be provided for emergency aid, partly on a government 
to government basis and partly through non-government organisations, to allow 
Australia to respond quickly and effectively to emergency relief requirements in 
different parts of the world. A further $27.lm is to be applied principally for 
assistance to Afghan refugees and refugees in Indochina, for famine relief in Africa 
and for restoration work after natural disasters. Funds are also provided for disaster 
preparedness and co-ordination activities in Australia's region, principally through 
the Australian Overseas Disaster Response Organisation. Australia's contributions 
to the United Nations High Commissioner for Refugees and to the United Nations 
Relief and Works Agency ($4.9m in 1987-88) are included in 'United Nations 
Programs'. 

Other Bilateral Aid 
The Australian Centre for International Agricultural Research will receive an 

estimated $14.8m to enable commissioning and funding of research by Australian 
institutions in agriculture and related areas of benefit to developing countries. This 
is an increase of $1.9m over the 1986-87 allocation. 

The use of the Development Import Finance Facility (DIFF) to assist recipient 
countries to import Australian goods and services for development projects was 
reviewed during 1986-87. As a result of the review, restrictions on use of the facility 
were eased and a decision was taken to increase the allocation of funds for the 
facility over the next three years to about 5% of the aid program, budgetary 
circumstances permitting. The allocation in 1987-88 will be $30m, a $14.4m increase 
over 1986-87. While D!FF provides benefits to Australian exporters, grants are 
approved only where the projects concerned meet stringent development guidelines 
and complement established country programs. 
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8C.2 MULTILATERAL AID 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
International Development 

Finance lnslitu:tions . . 106.0 105.7 94.2 -JJ,6 -10.9 
UN Programs , .. , , , . , , . 90.3 55.I 67.8 12.7 23.0 
Regional and Other International Organisations 34.4 26.8 33.4 6.6 24.5 

Total. 230.8 187.7 195.3 1.1 4.1 

The Commonwealth contributes to the activities of a number of international 
organisations including development finance institutions, United Nations' agencies 
and various regional organisations. Australian assistance provided in this way recog
nises the particular expertise and experience of a number of international organisa
tions which have an important role in development. Participation in very large and 
developmentally effective projects that, funded bilaterally by Australia, would 
inhibit assistance in other areas is also facilitated through contributions to multilat
eral organisations. 

International Development Finance Institutions 
Australia provides significant support for the lending activities of international 

finance institutions. Both capital contributions and contributions for concessional 
funding activities organised through these institutions are involved. 

Expenditure will result mainly from draw-downs of $70.4m and $1 l.7m against 
promissory notes lodged with the International Development Association and the 
Asian Development Fund respectively. Other expenditure will comprise capital 
contributions to the International Bank for Reconstruction and Development (the 
World Bank) and purchase of International Finance Corporation shares, totalling 
$7 .2m, payments of $2.4m for the Asian Development Bank's third general capital 
increase and contributions of $2.Sm to the International Fund for Agricultural 
Development. 

United Nations Programs 

Total payments under this heading are estimated to increase by $l2.7m or 23% 
over those in 1986-87. The increase mainly reflects the partial restoration for a 
number of United Nations' organisations of voluntary contributions which had been 
reduced in 1986-87. The cost of Australian membership of the United Nations, the 
assessed contribution, is reported below as Foreign Affairs-Non-Aid expenditure. 

United Nations' organisations supported include the United Nations Develop
ment Programme, the United Nations Children's Fund and the United Nations 
Fund for Population Activities. 

Regional and Other International Organisations 

The increase of $6.6m in assistance under this heading mainly reflects the 
restoration of contributions reduced in 1986-87 to a number of regional and other 
international bodies. Organisations receiving support include the Commonwealth 
Fund for Technical Co-operation, the Commonwealth Youth Program, the South 
Pacific Commission and the South Pacific Bureau for Economic Co-operation. 
Support is also given to a number of international and regional research and training 
centres. 
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Aid Administration . . . . 
Rcooveries and Rcpayme111s . 

Torn! .. 

Aid Administration 

8C.3 OVERSEAS AID-OTHER 

1985-86 1986-87 1987-88 
Actual Actun\ Estimate Change 

Sm Sm Sm Sm % 
16.6 19.5 22.4 2.9 14.8 
1.4Cr 2.SCr 2.1Cr -0.2 -9.2 

15.2 17.0 19.7 2.7 15.6 

The administrative costs of the Australian International Development Assistance 
Bureau (AIDAB) are estimated to increase from $19.5m to $22.4m. The increase 
mainly reflects the relocation of the central office of the Bureau, and the decision 
by the Government to charge on a full cost basis for various transport and storage 
services provided by the Department of Administrative Services. 

Recoveries and Repayments 
The main repayments included in the estimate of $2. 7m are in respect of loans 

provided to the Fiji and Papua New Guinea governments on concessional terms. 

ASSISTANCE ADDITIONAL TO AID PAYMENTS 

Certain other Budget provisions are recognised as Official Development Assist
ance (ODA) for international reporting purposes and are additional to assistance 
reported in this section. These are estimated to total $38.6m. 

Australia provides indirect economic aid through the Defence Co-operation 
Program (described under the Defence function). Aid is also provided through 
Australia's contributions to the regular budgets of a number of international organ
isations (eg the World Health Organisation, the Commonwealth Secretariat and the 
United Nations Food and Agriculture Organisation) that assist in the funding of 
aid projects in developing countries. 

8C.4 FOREIGN AFFAIRS-NON-AID 

1985-86 1986~87 1987-88 
Actual Aclua! Es1imatc Change 

Sm Sm Sm Sm % 
Mcmbe!lhip of International Organisations 43.7 50.4 50.2 -0.1 -0.3 
Other Activities. 15.8 17.6 15.8 -1.S -10.2 
General Adminis1rnilo~ 270,3 293.5 354.8 61.3 20.9 

Total, 329.7 361.S 420.8 59.J 16.4 

Expenditure under this item is provided to support programs that promote 
Australia's interests through the conduct of its relations with other countries. These 
relations are conducted both on a country-to-country basis and through Australian 
contributions to, and participation in, a variety of international organisations and 
fora. 
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As a consequence of the changes to the Administrative Arrangements Orders of 
July 1987, data relating to a number of functions previously included in other 
functional classifications are this year included in Foreign Affairs-Non-Aid for the 
first time. Included here are the multilateral and bilateral trade policy and negotia· 
lion areas and some corporate services of the former Department of Trade previ
ously included under classification 786 Assistance to Export Industries ($21.0m), 
and Promotion Australia previously shown under classification BE Administrative 
Services ($8.6m). Data relating to these functions for 1985-86 and 1986-87 are 
reported under the earlier classification. 

Membership of International Organisations 

These outlays relate mainly to Australia's membership of a large number of 
jnternational and regional organisations. Participation in these organisations entails 
contributions to their administrative expenses and, in some cases, their functional 
activities. Total expenditure for these purposes is estimated at $50.2m including 
$16.7m for the United Nations' regular budget, $6.2m for the World Health 
Organisation (WHO), $5.3m for the United Nations Food and Agriculture Organi
sation (FAO), $4.2m for the United Nations Educational, Scientific and Cultural 
Organisation (UNESCO), $3.8m for the International Labour Organisation (!LO), 
$4.5m for the Organisation for Economic Co-operation and Development (OECD) 
and $2.7m for the International Atomic Energy Agency (IAEA). Provision has also 
been made for payment of $1.6m to the United Nations Conference on Trade and 
Development (UNCTAD) Common Fund for Commodities. The Fund is likely to 
come into effect in 1987-88. 

Other Activities 

Provision is made for cultural relations activities overseas and exchange visits 
($2m), the Australia-Japan Foundation ($1.9m), the Australia-China Council 
($0.7m), and for the Australia-New Zealand Foundation ($0. !m), together with 
$3.lm for the United Nations Interim Force in the Lebanon and $1.2m for the 
Australian Federal Police contingent in Cyprus. 

General Administration 

This heading covers the administration costs of the Department of Foreign 
Affairs and Trade (other than those of AIDAB which are included under 'Aid 
Administration') and outlays on overseas property services provided by the Depart· 
ment of Administrative Services. 

Department of Foreign Affairs and Trade administration costs are estimated to 
increase by $37.9m to $252.Sm. This reflects the inclusion this year for the first 
time of Promotion Australia ($8.6m) and parts of the former Department of Trade 
($21.0m) which previously were classified elsewhere (see above). 

Outlays on overseas property services relate to the cost of providing residential 
and office accommodation for Australian Embassy, Consulate and High Commission 
staff overseas. Outlays in 1985-86 included costs of accommodating Australian Trade 
Commission (Austradc) staff. These costs are included under the heading 'Export 
and Trade Promotion' from 1986-87, reflecting the establishment of Austrade as a 
separate authority and its assuming responsibility for accommodation of its staff. 
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Outlays are estimated at $99.2m in 1987-88, an increase of $22.4m. Contributing 
to the increase are costs relating to the Beijing Chancery project ($15.4m), fees for 
the redevelopment of the Tokyo Embassy site ($5.5m), renovation works in New 
York and Washington ($1.9m), rent and other cost increases ($4.0m), offset by the 
completion of the Riyadh Chancery and Head of Mission residence project ($5.5m). 
These outlays do not include construction costs associated with the Tokyo Chanc~ry 
and residential redevelopment which are expected to be met by the transfer of title 
for an apartment block in Tokyo presently owned by the Australian Government, 
with appropriate financial adjustment on completion of the redevelopment. 
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SD. GENERAL AND SCIENTIFIC RESEARCH NEC 
Outlays on scientific policy and research and development not covered in other 

functional categories are estimated to be $525.2m. Substantial elements of Com
monwealth support for research in specific fields such as defence technology, 
industry, medicine, and education, are accounted for under various headings else
where in this statement. 

Estimated total outlays show an increase of $3.9m (0.8%) over 1986-87. Despite 
the provision of additional funds for the Australian Science and Technology Centre, 
the real reduction in total funds for scientific research in large part reflects the off. 
budget receipt targets the Government has set the CSIRO. 

SUMMARY OF GENERAL AND SCIENTIFIC RESEARCH OUTLAYS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

$m $m $m $m % 
80.1 CSIRO . ,, ...... 344.3 367.8 354.7 -13.0 -3.5 
80.2 Australian Nuclear Science and 

Technology Organisation . . 45.4 45.Z 47.7 Z.4 5.3 
80.3 Other General and Scientific 

Research nee 96.3 108.3 122.9 14.6 13.4 

TOTAL. 486.0 521.3 525.2 3.9 0.8 

SD.I COMMONWEALTH SCIENTIFIC AND INDUSTRIAL RESEARCH 
ORGANIZATION 

CSIRO is the largest research organisation in Australia, employing more than 
7,400 staff. Its main role is to carry out programs of strategic and applied research 
which include collaborative, commissioned, and other forms of joint projects with 
Government bodies and Australian industry. CSIRO is organised into five Institutes: 
Animal and Food Sciences, Biological Resources, Energy and Earth Resources, 
Industrial Technology, and Physical Sciences. 

In 1987-88, CSIRO will continue to improve the relevance of its research to 
Australian industry highlighted last year by the establishment of a company, 
SIROTECH, to assist in the commercial development of products and processes 
developed by CS!RO. 

The Government has set receipt growth targets for CSIRO to encourage the 
organisation to collaborate more closely with industry. Growth targets have been 
set at $5m in 1987-88, and $!Om in 1988-89 with corresponding reductions in 
appropriations. CSIRO funding has also been reduced in the expectation that it will 
receive $5m from sales of assets in both 1987-88 and 1988-89. CSIRO expects to 
earn an additional $6m through other measures in 1987-88 to give it a total non
appropriated receipts increase of $16m over 1986-87. 

A further factor in the decline in appropriations to CSIRO was the one-off 
provision in 1986-87 of $5.0m for the Early Separation Incentive Scheme which, in 
combination with additional funds from CSIRO's operational outlays, allowed for 
the early retirement of 259 research staff by July 1987 from lower priority areas of 
the organisation. 
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It is estimated that CSIRO will have $460.5m available in 1987-88 for its 
activities including budget appropriations of $354.7m, funds from industry contri
butions and other forms of private and government support for specific projects 
($65.0m), a contribution of $4.7m from the Department of Primary Industries and 
Energy to meet half of the operating costs of the Australian Animal Health 
Laboratory, receipts from other sources (such as sales of assets and publications) 
of $26.5m and cash on hand at 1 July 1987 of $9.6m. Detailed allocation of these 
resources among CSIRO's programs is shown in the table below. 

ESTIMATED OUTLAYS OF TOTAL FUNDS AVAILABLE TO CSIRO 

1986-87 
Actual 

1987-88 
Estimate Change 

Animal and Food Scicnces
Running Costs. 
Capital Works. . . . . . . . 

Auslralian Animal Hc;il1h Laboralorics 
Biological Resourccs-

Running Costs. 
Capital Works. . . . . 

Energy and Earth Rcsources
Running Costs. 
Capital Works . .. 

Industrial Tcchnology
Running Costs. 
Capital Works. 

PhysicafScicnccs
Running Costs. 
Capital Works. 

Naliona/Facili1ics
Aus1ralia Tctescope

Running Costs. 
Capi1a! Works , . . . 

Research Vessel •Franklin'
Running Costs. 
Capital Works . 

Research Support
Running Costs. 
Cupital Works . . 

Corporate Scrvices
Running Costs. 
Capital Works . ..... . 

Specific Project Industry Contributions 

TOTAL 

Sm 

56.J 
1.7 
8.9 

77.4 
3.3 

51.4 
2.7 

42.1 
6.9 

51.4 
4.1 

2.0 
16.0 

3.4 
0.1 

32.0 
3.8 

22.2 
0.1 

54.0 

445.9 

Sm 

56.4 
3.0 
9.5 

76.9 
7.3 

51.5 
5.9 

41.6 
5.7 

61.1 
2.1 

2.7 
ll.2 

3.9 

32.5 
o.s 

'.!3.6 
0.1 

65.0 

460.S 

Sm 

0.1 
1.2 
0.6 

-0.6 
4.0 

0.1 
3.2 

-0.5 
-1.2 

3.7 
-1.9 

0.8 
-4.8 

0.5 
-0.1 

0.5 
-3.3 

1.4 

11:0 
14.5 

8D.2 AUSTRALIAN NUCLEAR SCIENCE AND TECHNOLOGY 
ORGANISA TlON 

% 

0.1 
73.2 

6.S 

0.8 
118.1 

0.2 
117.6 

-1.2 
-17.5 

6.5 
-47.4 

39.4 
-30.1 

14.5 
-100.0 

1.4 
-86,I 

6.2 
-JI.I 

20.4 

3.2 

The main objective of the Australian Nuclear Science and Technology Organi
sation (ANSTO) is to encourage the utilisation of, and development of benefits 
from, nuclear science and technology in medicine, industry, commerce, agriculture, 
science and other areas of the community. In addition to its research activities, the 
ANSTO produces radioisotopes for a variety of applications throughout Australia. 

$47.?m is provided towards the cost of ANSTO activities, an increase of $2.4m 
(5.3%). This figure includes $4.0m (as an offset within outlays) expected to be 
received by the Commonwealth from the disposal of ANSTO assets. ANSTO will 
also receive receipts from sale of radioisotopes and services ($4.2m) and a contri
bution from the CSIRO ($3.7m). 
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The Budget provision includes $0.8m for work in relation to the proposed 
establishment of a National Medical Cyclotron facility at the Royal Prince Alfred 
Hospital, Sydney, and $1.9m to further develop the SYNROC process for immobil
isation of radioactive wastes. 

8D.3 OTHER GENERAL AND SCIENTIFIC RESEARCH NEC 

1985-86 1986-81 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Science and Technology policy including 

7.3 5.8 6.0 0.2 3.0 ASTEC. 
Australian R~ea~ch. C~un°cil: 34.4 40.3 43.7 3.4 8.5 
Commission for the Future 0.9 1.0 0.1 7.8 
Australian Science and Tech~ol~gy' Cc

0

ntr~ 
1:6 

1.9 8.7 6.8 362.4 
Australian Institute or Marine Science. 8.2 9.5 1.3 16,4 
Space Projects . . . . . . . -0.1 0.2 0.2 0.1 61.0 
Anglo-Australian Telescope Board . 1.9 2.0 2.4 0.4 19.1 
Antan:tic Division . 42.2 47.4 49.6 2.2 4.6 
Other . 3.1 1.7 1.7 2.9 

TOTAL 96.3 108.J 122.9 14.6 13.4 

Science and Technology Policy including ASTEC 

The Australian Science and Technology Council (ASTEC) provides broad policy 
advice and ad hoc reviews related to science funding in Australia. Commonwealth 
support for the Council has been broadly maintained ($1.Sm). 

Australia/I Research Council 

The Government has decided to establish the Australian Research Council 
(ARC) as a non-statutory authority within the Employment, Education and Train
ing portfolio. ARC funding subsumes research grants previously included under 
Science Grants and Fellowships (notably the Australian Research Grants Scheme 
and National Research Fellowships). The ARC has also been allocated $5m for 
new Special Research Centres and Key Centres of Teaching and Research (these 
funds are shown under the function 2. Education and are not included in the ARC 
outlay figure shown here). The Government intends to seek advice from the ARC, 
for consideration in the 1988-89 Budget context, on the adequacy of existing 
national research funding levels and on means of improving the effectiveness and 
co-ordination of existing research funding schemes. 

Australian Science and Technology Centre 

The increase in funding for the Australian Science and Technology Centre of 
$6.8m mainly reflects the next stage of construction costs and an anticipated 
shortfall in private sector contributions. 

Australian Institute of Marine Science (AIMS} 

The Institute carries out research into marine science, particularly in relation to 
tropical waters. The real increase in funding for the Institute relates to a better 
program of repairs and maintenance of AIMS property. 
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Antarctic Division 

The Antarctic Division of the Department of the Arts, Sport, the Environment, 
Tourism and Territories carries out scientific research and maintains an Australian 
presence at three stations on the Antarctic continent and one on Macquarie Island. 

The estimated outlay of $49.6m allows for continued significant Commonwealth 
funding in Antarctica. It also allows for the continuation of the rebuilding. program 
for the Australian bases ($5.3m), including outlays of $1.3m on three new buildings 
at Casey and Davis bases which were approved in the Budget context. 
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SE. ADMINISTRATIVE SERVICES 
This heading covers outlays which are administrative in nature and do not relate 

to other specific functions. it includes the running costs of the Australian Taxation 
Office, the Australian Bureau of Statistics, and the Departments of Finance, Treas
ury and Administrative Services as well as outlays on common services, works on 
government property such as Commonwealth offices, and for superannuation pay
ments. to former Commonwealth employees. It also incorporates revenues such as 
Fringe Benefits Tax payments by Commonwealth agencies and the ongoing sale of 
surplus Commonwealth real property assets and stores. However, the function does 
not include proceeds from the major asset sales (estimated to realise $1000m in 
1987-88) separately identified in the May Statement which is shown under the 
function 9D. Asset Sales. 

SUMMARY OF ADMINISTRATIVE SERVICES OUTLAYS 

SE.1 Financial Affairs and Fiscal 
Atlminislntlon . 

SE.2 Slatistlcal Senlces , . , . , 
SE.3 Administration or the ACT and 

Island Territories. nee. 
8E.4 Construclion Stnlces . 
SE.3 Commonwe.lth Offices , 
8E.6 Property M1nagement and 

Strvlces ..•.•. 
SE.7 Rent . , . , , . • . 
8E.8 Net Superannuation Payments, 

ntc •......•• 
8E.9 Administrative Senlces-Other 
8E.IO Ongoing Property and Equip

ment Sales . 
BE.11 Recoveries, nee. 

1985-86 1986-87 1987-88 
Actual Actual Estimate 

Sm Sm Sm 

840.5 867.9 825.1 
124.1 165.4 132.0 

J04.J 116.5 126.9 
160.2 172.7 186.1 
46.8 88.4 144.3 

133.4 137.2 211.4 
236.1 284.8 373.S 

408.0 531.1 643.1 
272.4 330.3 263.8 

J07.3Cr JS3,7Cr J36.7Cr 
40.lCr 44.4Cr 46.6Cr 

TOTAL. 2178.3 2496.1 2 723.0 

Change 

Sm % 
-42.8 -4.9 
-33.4 -10.2 

J0.4 8.9 
13.4 7.8 
SS.9 63,3 

74.t 54.0 
88.7 31.1 

112.0 21.1 
-66.4 -20.J 

17.0 11.1 
-2.1 -4.8 

226.8 9.J 

The outlays shown above are the net outcome of a large number of offsetting 
payments and receipts, including those netted under various trust accounts within 
the Administrative Services function through which many common service opera· 
tions are funded. 

ADMINISTRATIVE SERVICES PAYMENTS AND RECEIPTS 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm ., 
Payments, 3123.3 3657.2 4288,0 630.8 17.2 
Receipts 945.0Cr 1161.JCr 1565.0Cr -403.9 -34.8 

Outlay. 2178.3 2496.1 2723.0 226.8 9.1 
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8E.1 FINANCIAL AFFAIRS AND FISCAI, ADMINISTRATION 
These outlays are largely of an administrative nature, the major clements being 

the running costs of the Departments of Treasury and Finance, the Australian 
Taxation Office, the Australian Customs Service,. the Australian Government Re
tirement Benefits Office, the Australian Audit Office and a nu!l)ber of smaller 
agencies. 

A number of offsetting factors contribute to the reduction in outlays under this 
item. Increases in running costs and other expenses are offset by increased Fringe 
Benefits Tax (FBT) receipts ($46.2m), increased loan guarantee charges ($3.8m) 
and decreased loan fiotation expenses ($34.6m). Specific savings measures have 
been taken in regard to the introduction of a processing charge on applications for 
refunds of customs duty ($1.0m) and revised timing of acquisition of ADP systems 
for the Australian Audit Office ($5.2m). 

Fringe Benefits Tax receipts included in this item ($115.0m) represent the total 
estimated FBT liability for departments and budget-dependent authorities. The 
treatment of FBT receipts as an offset against payments in outlays is consistent 
with the treatment elsewhere in the Budget estimates of transfers between on
budget authorities which are always netted in determining outlays. Payments of 
FBT by off-budget authorities is treated as taxation revenue, estimates for which 
are shown in Statement No. 4. 

Also included are estimated receipts of $7.6m relating to the ongoing effect of 
the loan guarantee charge levied by the Government on off-budget borrowings in 
1986-87 by Commonwealth business enterprises that were covered by an explicit 
Government guarantee. From 1987-88 a charge is to be levied on new borrowings 
by enterprises to cover the guarantee either provided explicitly or implicit in the 
enterprises' status as government-owned bodies. Estimated receipts ($1.3m) from 
the charge on borrowings to be undertaken in 1987-88 are classified as budget 
revenue (under 'Other Taxes, Fees and Fines' in Statement No. 4). 

It is estimated that loan fiotation expenses incurred by the Treasury will be 
$6.Sm. 

The increase in salaries ($26. lm), retlects in the main the full year effect of the 
March 1987 National Wage Case decision, additional Australian Taxation Office 
staff to meet workload increases, to implement further the taxation reform measures 
and to establish the Child Support Agency. Additional funding has also been 
provided to upgrade audit positions in the Australian Taxation Office. $8.4m is 
being provided to the Health Insurance Commission for costs related to implemen
tation of the Australia Card program with an assumed commencement date of 
December 1987. (See also the function BB. Law, Order and Public Safety.) 
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Administrative and other expenses will increase by $31.3m. This includes admin
istrative funding to establish the Child Support Agency, further implementation of 
the tax reform measures, additional funding provided to agencies as a result of the 
more widespread use of inter-departmental charging, and continuing expenditure 
for the upgrading of the Australian Customs Service computer equipment to aid 
drug law enforcement and receipt collection activities. Outlays by a number of the 
departments on buildins;; •. wor~ and ~uipment (up $4.9m) other than outlays of 
the Department of Admm1stra1tve Services on the construction and maintenance of 
Commonwealth offices,include new computing facilities for the Australian Taxation 
Office to enhance debt collection efficiency, and for the new Child Support Agency. 

8E.2 STATISTICAL SERVICES 

This item covers the activities of the Australian Bureau of Statistics. The 
estimated 33.4% decrease arises mainly from completion of the 1986 Census of 
Population and Housing at a total cost of some $64m over four years. The 
introduction of comprehensive charging by the Australian Bureau of Statistics is 
estimated to increase receipts by $2.7m. 

8E.3 ADMINISTRATION OF THE AUSTRALIAN CAPITAL TERRITORY 
AND ISLAND TERRITORIES, NEC 

Outlays under this heading include works and services of a general nature in the 
ACT and Island Territories which cannot readily be classified under other functions 
(details of outlays and revenue for ACT territorial and municipal activities are 
contained in Budget Related Paper No. 7). 

Estimated outlays for the ACT Administration are to increase by $9.1 m princi
pally retlecting expenditure on works that are in progress and new works agreed 
for commencement in 1987-88. 

The net cost of administering the Island Territories is estimated to be $17.Sm. 
The increase of $1.3m reflects 1986-87 delays in the purchase of capital equipment 
and the payment of resettlement entitlements to redundant employees as a result 
of the scaling down of mining operations on Christmas Island. 

8E.4 CONSTRUCTION SERVICES 

These outlays, including net transactions through the Constructfon Services Trust 
Account, cover running costs for the Department of Administrative Serv
ices-Construction Group. Aggregate payments ($232m) are offset in part by 
recoveries ($42.9m) on works for non-budget funded agencies, resulting in outlays 
of $186.lm. 

The expected increase in outlays of $13.4m reflects general price movements 
and supplementation for the Government's introduction of user charges for some 
common services such as car hire. · 
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8E.5 COMMONWEALTH OFFICES 

1985-86 1986-87 1987-88 
Actual (\ctual Es1ima1c Change 

Sm Sm Sm Sm % 
Repairs and Mainterumce • . . J5,4 2QO 22.7 2;7 135 
Acquisition of Sites ... , , 0.7 0.6 2.0 1.4 233.3 
Dirccl Construclion of New Offices-

Department of Administrntivc Services 21.1 41.8 4S.4 J,6 8.6 
National Capital Development Commissio~ 7.0 13.6 26.0 12.4 91.2 

Purchases of Offices by lns1a/mem Purchuse I.I 11.2 47.4 36.2 323.l 
Other. 1.5 1.2 0.8 -0.4' -33.3 

Total 46.8 88.4 144.3 55.9 63.J 

Outlays on construction of Commonwealth offices in 1987-88 (other than con
struction under instalment purchase-see below) reflects the announcement in the 
May Statement not to proceed with refurbishment of the Melbourne Common
wealth Centre consequent upon the decision to sell the site and progress on office 
blocks in Adelaide, Brisbane, Sydney and Melbourne which were commenced in or 
before 1986-87. The figures also reflect the impact of new office initiatives in the 
1987-88 budget-including extension of existing offices in Ipswich, Queensland, the 
construction of new Commonwealth offices in Sydney (Haymarket; $1 !Sm over 5 
years) and Melbourne ($143m over 5 years) and the refurbishment of the Edmund 
Barton Building, Canberra ($25m over 5 years). 

In 1983-84 the Commonwealth agreed to purchase ten new office blocks by 
annual instalments over ten years at a total current estimated cost of $333.3m 
(including interest). Nine projects have been completed with the remaining project 
(Parramatta, NSW) expected to be completed during 1987-88. Outlays in 1987-88 
on instalment purchase represent the annual instalments for those ten projects. In 
addition, the Commonwealth has agreed to purchase office blocks at Frankston and 
Oakleigh in Victoria (total cost estimated at $15.3m in current prices excluding 
interest) through instalment purchases. 

8E.6 PROPERTY MANAGEMENT AND SERVICES 

Outlays under this heading are associated with the management, security and 
servicing of Commonwealth office accommodation and the fit-out of leased accom
modation for Commonwealth departments/agencies. 

Major components of the estimated outlay of $211.4m are salaries ($15.2m), 
office services including electricity, fuel oil and gas ($44.3m), fit-out work in leased 
office premises ($126.4m) and contract cleaning ($!5.2m). Increased outlays of 
$57.lm (including $25.0m additional to the forward estimate) on fit-out work is 
attributable mainly to premises leased in 1986-87 for additional or replacement 
accommodation for departments/agencies and to cover new leases in 1987-88 such 
as replacement space for occupants of the Sydney Commonwealth Centre which is 
to be vacated prior to sale. 
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8E.7 RENT 

The increase in the provision ($88.7m) is a result of ongoing legal obligations 
arising from existing lease agreements and the need to enter into new leases . to 
enable the efficient delivery of new or ongoing Government programs. The ma1or 
elements of the increase comprise the full year effect of existing leases which were 
renegotiated in 1986-87 and the estimated expenditure for existing leases which 
must be renegotiated in 1987-88 ($27m), the full year effect of new leases entered 
into in previous financial years ($27m), and other costs wh~ch are paya~le as a 
result of conditions of lease agreements. These other costs mclude cleamng and 
energy costs, legal and valuation fees, payment of local government charges and 
other management costs for w?ich lessors ~ay legally req.uest p.ayment ($17":'~· 

Expenditure on new leases m 1987-88 will be $l 7.7m (mcludmg $7.Sm add1;1on~l 
to the forward estimate) with a full year effect of $39.0m. Accommodation IS 

required for staff to be displaced from the Sydney Commonwealth Centre and for 
various other departments and agencies including Social Security, Employment, 
Education and Training, Attorney-General's and the Australian Taxation Office. 

8E.8 NET SUPERANNUATION PAYMENTS, NEC 

This item covers superannuation benefits payable under the Superannuation 
Acts 1922 and 1976 and the Parliamentary Contributory Superannuation Act 1948 
to, or in respect of, former Members of Parliament and former employees of ~he 
Commonwealth (excluding defence force personnel and employees of the Australian 
Postal and Telecommunications Commissions). It also covers payments to SA and 
Tasmania in respect of pensions for former railway employees. 

The figures shown are net of employer contributions by Commonwealth author
ities (including additional employer contributions resul.ting from the tern_iin~tion of 
the implicit superannuation subsidy to Australian Airlmes), amounts paid mto the 
Consolidated Revenue Fund from the Superannuation Fund and contributions by 
parliamentarians to their superannuation scheme. 

The estimated increase of $112.0m in net superannuation payments reflects the 
cost-under the Commonwealth Superannuation Scheme-of pension increases pay
able from July 1987 to existing pensioners, an. expected ne~ increase in the n~'."ber 
of pensioners, the full-year effect of new pensmns granted m 1986-87, an add1t1onal 
fortnightly payday in 1987-88 and an increase in retrenchment lump sums payab~e 
as a result of the disposal of Commonwealth assets. Payments to SA and Tasmama 
for former railway employees are estimated to increase by $3.3m. 

8E.9 ADMINISTRATIVE SERVICES-OTHER 

Outlays under this heading cover the operating costs of several departments not 
elsewhere classified and the cost of various common service activities provided by 
the Department of Administrative Services. 
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1985-86 1986~87 1987~88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Departments-

Prime Minister and Cabinet ...... 62.4 64.1 SS.4 -8.8 -13.7 
Arts, Sport, the Environment, Tourism and 

Terrilorics ........... JJ.O 14,6 20.4 S.B 39.9 
Immigration, Local Government and Ethnic 

Affairs 80.9 92.6 101.6 8.9 9.7 
Administr.llivcScrviccs 40.4 49.3 44.1 -5.2 -J0.6 

Common Services-
Priming and Publishing 23.1 27.2 12.3 -14.9 -54.7 
Survey . 3.3 18.7 2.9Cr -21.6 n.a. 
Transport and Storage . 19.3 34.0 14.S -19.S -57.2 
Protcc:tivc and Custodial 20.2 22.0 7.6 -14.4 -65.S 
Purchasing und Disposal 9.8 7.6 10.8 3.2 42.1 

Total 272.4 330.1 263.8 -66.4 -20.1 

DEPARTMENTS 

Outlays for the Prime Minister and Cabinet portfolio under this heading have 
decreased by $8.8m reflecting mainly the abolition of the Public Service Board. The 
increase under Arts1 Sport, the Environment, Tourism and Territories relates mainly 
to the expected acquisition of pastoral properties to enable expansion of the Kakadu 
National Park. 

Outlays of $101.6m for the Department of Immigration, Local Government and 
Ethnic Affairs include costs associated with Australia's migration and visitor entry 
programs and the granting of citizenship. (Outlays related to post-arrival settlement 
services and local government programs appear under the functions 2. Education, 
4. Social Security and Welfare and 5. Housing and Community Amenities, nee.) 
The growth in outlays for this portfolio reflects the full year effect of the March 
1987 National Wage Case decision, provision of additional resources (100 staff 
years) to eliminate a backlog of appeals against Migration Act decisions and an 
additional provision of $0.8m for promotion of the business migration program. The 
reduction under the Administrative Services Department in 1987-88 reflects mainly 
economies in staffing (130 staff years under this heading-375 staff years for the 
total portfolio) flowing from the Administrative Arrangements Order of 24 July 
1987. 

COMMON SERVICES 

Printing and Publishing 

As part of a rationalisation process initiated in the 1986-87 budget, the operating 
subsidy provided to the Australian Government Publishing Service (AGPS) will be 
phased out over the next two years (a reduction of $7.9m in 1987-88, and a further 
$2.8m in 1988-89). The reduction reflects increased efficiencies and a broader 
application of the user-pays principle as the AGPS becomes commercialised. An 
increased allocation $1.7m in 1987-88 and $1.2m in 1988-89 for plant and equipment 
is provided to facilitate that process. 
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Survey 
Outlays relate to survey services provided for other departments/agencies by the 

Australian Survey Office. From I January 1988 departments/agencies will be 
charged for these services resulting in costs being reflected under the relevant 
functional headings. The net credit in outlays in 1987-88 relates to receipts from 
charges being based on recovery of full accrued costs (including superannuation, 
capital costs etc). Turnover for the Australian Survey Office is expected to be 
$42.Sm. 
Transport and Storage 

This item covers the provision by the Department of Administrative Services of 
transport, storage, freight and removal services for departments and budget agencies. 
Until 1987-88 user.dependent departments were charged for all services except 
removals-although charges did not reflect all costs involved (notably capital costs). 
From 1 July 1987 Departments have been charged for removal services. As well, 
as announced before the budget, measures have been introduced to place the entire 
operation on a more commercial basis. Those measures, to take effect from 1 
October 1987, involve inclusion of capital costs in charges, extended financial and 
staffing flexibility and exposure to private sector competition. The measures will 
allow the operation to be conducted independently of budget appropriations through 
the Transport and Storage Trust Account. Outlays of $14.Sm in 1987-88 include 
$13m ($18m in 1986-87) for new vehicle purchases (net of disposal proceeds) prior 
to the commencement of the new arrangements, and to a carryover of removals 
costs of $1.5m ($16m in 1986-87) which were committed prior to charging being 
introduced on 1 July 1987. Receipts of $16.5m, representing the return to the 
Commonwealth on capital employed, is shown against 'Other Interest Revenue' in 
Statement No. 4. Turnover for the transport and storage operation in 1987·88 is 
expected to be $206.3m ($198.7m in 1986-87). 

Protective and Custodia/ 

This item covers outlays on protective services for certain Commonwealth 
facilities and personnel and for custodial services at Immigration Detention Centres. 
From I January 1988 the user-pays principle will be applied to departments/ 
agencies resulting in costs being included under the various functional headings 
rather than here. Turnover for this activity is expected to be $30m in 1987-88. 
Purchasing and Disposal 

Outlays relate to the administration only of purchasing and disposals activities 
of the Department of Administrative Services. 

8E.10 ONGOING PROPERTY AND EQUIPMENT SALES 

This item represents proceeds (including May Statement measures of $82.2m) 
from the ongoing sale of Commonwealth real property and equipment that become 
surplus from the day-to-day administration of government. Included here are dis
posals of former Defence land and buildings ($59.Sm) the proceeds of which are 
not included in Defence outlays and $66.2m for civil disposals. The decline ($17.0m) 
in estimated receipts reflects the one-off sale in 1986-87 of various Commonwealth 
Rehabilitation Centres. (Proceeds from the disposal of major assets outlined in the 
May Statement are included under the function 9D. Asset Sales.) 
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8E.11 RECOVERIES, NEC 

Miscellaneous revenues not elsewhere classified are included under this heading. 
These revenues arise from fines and fees paid to tbe Australian Taxation Office 
($16.lm), the lease of Commonwealth property ($!0.3m), fees charged by the 
Australian Bureau of Statistics ($3.7m) and other miscellaneous revenues (totalling 
$16.4m). 
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9. NOT ALLOCATED TO FUNCTION 

This category covers outlays to the States and local government authorities that 
are not elsewhere classified, assistance related to South West Tasmania, natural 
disaster relief, public debt interest outlays, and a contingency reserve. 

9A. ASSISTANCE TO OTHER GOVERNMENTS, NEC 

Outlays under this heading include general revenue grants to the six States, the 
State Governments' Loan Council Borrowing Program, assistance related to State 
debt, assistance for local government, assistance related to South West Tasmania 
and natural disaster relief. Similar forms of assistance in respect of the NT are also 
included. These outlays amount to 62.8% of total estimated Commonwealth Budget 
outlays made available to the States and local government sector in 1987-88. Most 
specific purpose assistance to the States is not included under this heading, being 
classified elsewhere in this statement under the relevant functional headings. Details 
of total a'8istance to the States are provided at the end of this section. A more 
detailed description of total assistance to the States and local government sector 
can be found in Budget Paper No 4, Commonwealth Financial Relations with 
other levels of Government: 1987-88. 

As noted above, over 60% of the Commonwealth's budget sector outlays for the 
States and local government sector relate to this function. The pie chart below 
shows the division of the Commonwealth's funding to the States and local govern
ment in 1987-88. While the shares of outlays for the NT and local government 
authorities have not changed greatly in recent years, general purpose assistance to 
the six States has declined from 60.6% of total assistance to other governments in 
1982-83 to 58.4% in 1987-88, This movement has been offset by an increase in 
specific purpose assistance to the States from 32.3% in 1982-83 to 34.6% in 
1987-88. 

CHART 1. ASSISTANCE TO OTHER GOVERNMENTS 
1967-BB 

A--5B.4l 

A.GenerlllPurposeOUtlaystotheSbSt&te5 
B, Speclf1C Purpose Ootlayis ta the Six Shtes 
c. outlays to the Nol'tllem rerl'ltc1ry 
o. P11Yttents to or ror Loco Govern111ent 

e--34.6~ 
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Apart from these developments, Chart 2 shows that since 1982-83 Common
wealth general purpose assistance to the States has declined as a proportion of 
GDP. This largely reflects the restraint that the Commonwealth has exercised 
towards the States since 1983-84, principally in the area of general purpose capital 
assistance. Capital assistance as a proportion of general purpose assistance to the 
States has declined from 13.9% in 1982-83 to 4.2% in 1987-88 (see Chart 3). In 
absolute tenns, $1493.6m was made available lo the States in the form of general 
purpose capital assistance in 1982-83. In 1987-88, capital assistance will amount to 
$621.0m. 
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SUMMARY OF ASSISTANCE TO OTHER GOVERNMENTS, NEC 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

$m $m $m $m % 
9A.t General Revenue Assistance 11919.9 13227.l 14 252,9 I 025.8 7.8 
9A.2 Capital Assistance 1053.1 540.1 -102.4 -642.4 -119.0 
9A.3 Debi Assistance 49.9 51.4 Sl.7 0.3 0.6 
9A.4 Local Government 538.5 585.6 642.5 56.9 9.7 
9A.5 Assistance to South Wesi 

Tasmania 33.6 29.9 29.7 -0.2 -0.6 
9A.6 Nalural Disaster Relief 

Assistance 8.fJCr 2.7 5.6Cr -8.3 -JlJ.0 

TOTAL 13587.1 14436.8 14 868.8 432.1 3.0 

9A.I GENERAL REVENUE ASSISTANCE 

9A.t.l GENERAL REVENUE ASSISTANCE TO THE SIX STATES 

The Commonwealth provides general revenue grants to the six States comprising, 
in 1987-88, financial assistance grants, identified health grants and special revenue 
assistance grants. Provisions are detailed in the following table. 

1985-86 1986-87 1987-88 
Aclual Ac1ual Es1ima1e Change 

Sm Sm Sm Sm .. 
Financial Assistance Grants , 9781.7 10889.6 l1756.I 866.4 8.0 
Identified Health Grants • 1483.3 1651.3 1782.7 131.4 8.0 
Temporary Revenue Assistan~e Gr~nU 46.J 23.1 -23.1 -100.0 
Special Grants 41.I 22.6 31.0 8.4 37.2 

Total , 11 3S2.2 12586.6 13569.7 983.2 7.8 

Financial Assistance Grants 
At the Premiers' Conference on 30 May 1985 it was agreed that the tax sharing 

arrangements that had applied between 1976-77 to 1984-85 should be replaced by 
financial assistance grants to the six States .. The amount of assistance each State 
received in 1985-86 was based on: 

• maintenance of the 1984-85 tax sharing grants pool in real terms by the 
application of the average increase in the all-groups Consumer Price Index 
(CPI) for the six State capitals in the year ending in the March quarter of 
1986 over the preceding year; and 

• distribution of the total amount so determined among the six States in 
accordance with the per capita relativities recommended by the Common
wealth Grants Commission (the Grants Commission), following its "Report 
on Tax Sharing Relativities 1985". 

As part of the agreement reached at the May 1985 Premiers' Conference the 
Commonwealth undertook to provide a 2% real increase (measured in tenns of 
movements in the CPI) in the level of financial assistance grants to the six Slates 
in each of the years 1986-87 and 1987-88. However, budgetary circumstances have 
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only allowed the 2% real increase to be paid to the six States in 1986-87. In 1987-
88 the six States are to receive a fixed money level of funding that was estimated 
at the time of the May 1987 Premiers' Conference to maintain the same real level 
of funding they received in 1986-87 including adjustment for an estimated increase 
in the CPI in the year ending in the March quarter of 1988 over the preceding year 
of 8.0%. 

Identified Health Grants 
From I July 1981 to 30 June 1985 identified health grants were paid to the six 

States and the NT as a component of general purpose financial assistance. For 
NSW, VIC, QLD and WA, these grants replaced the specific purpose assistance 
they had previously received on a cost-shared basis for hospital operating costs, 
community health and school dental services. 

SA and TAS decided not to participate fully in the identified health grants 
arrangements when these were introduced in 1981. Rather, they continued to receive 
a higher level of specific purpose assistance for hospital operating costs under their 
hospital cost-sharing agreements. They did, however, receive identified health grants 
to replace the assistance previously provided to both States for community health 
and school dental services. SA and T AS joined the identified health grants arrange
ments when Medicare was introduced (I February 1984) but retained their entitle
ments under their hospital cost-sharing agreements which expired in June 1985. 
The new per capita relativities for distributing financial assistance grants introduced 
in 1985-86 offset the relative advantage these States received from the distribution 
of identified health grants. 

At the May 1985 Premiers' Conference, it was agreed that identified health 
grants would continue to be paid to the six States until 30 June 1988, in the 
expectation that they would be absorbed into financial assistance grants in 1988-89. 
It was also decided to determine the annual grants on the same basis as financial 
assistance grants. Thus, consistent with the decision made at the May I 987 Premiers' 
Conference not to increase financial assistance in real terms in 1987-88, total 
identified health grants paid to the States in 1987-88 will be $1782.7m. 

Temporary Revenue Assistance Grants 

In view of the impact on SA and TAS of the Grants Commission's assessed 
relativities, the Commonwealth agreed at the 1985 Premiers' Conference to provide 
additional temporary budgetary assistance in 1985-86 and 1986-87 to these States. 

SA and TAS received respectively $34.2m and $11.9m in 1985-86 and $17.lm 
and $6.0m in 1986-87. These amounts represented two-thirds and one-third respec
tively of the extra funding each would have experienced in 1985-86 and 1986-87 
had the additional assistance under identified health grants not been offset by lower 
financial assistance grants. Although these grants increased the total level of general 
revenue grants payable to these States in these years, they have not formed part of 
the base for determining the annual level of financial assistance grants. 

Special Revenue Assi'stance Grants 
In addition to the temporary budgetary assistance grant mentioned above, the 

Commonwealth provided a further $13m to TAS in 1986-87 to assist it to adjust to 
the changed fiscal environment occasioned by the Government's acceptance in 1985 
of the Grants Commission's relativities (which affected TAS more than any other 
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State). This assistance was provided on the clear understanding that TAS, during 
1986-87, would adjust to the relativities determined by the 1985 Premiers' Conference. 

Following its decision to terminate the Isolated Patients' Travel and Accommo
dation Assistance Scheme, with effect from 1 January 1987, the Commonwealth has 
provided special revenue assistance grants to the six States totalling $9.6m in 1986-
87 and $20.7m in 1987-88 to enable them to continue to provide assistance to 
persons in isolated areas should they so wish. In addition, in the I 987 May 
Statement context the Government decided to transfer full responsibility for the 
Program of Aids for Disabled People to the States. A grant of $10.3m has been 
provided to the six States for this purpose in 1987-88. These arrangements are 
preparatory to the absorption of these funds into the financial assistance grants 
following the Grants Commission's next review of relativities which is due to be 
banded down in March 1988. 

9A.l.2 GENERAL REVENUE ASSISTANCE TO THE 
NORTHERN TERRITORY 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
General' Revenue Assistance 

Financial Assistance Grants 561.3 628.1 690.0 61.8 9.8 
Additional Assistance and S~ciai o"ra~ts : : 14.4Cr -14.4 
Sptcial Revenue Assistance Grant . . , . 1.2 2.8 1.6 130.4 
Grants in lieu or Uranium Royalties . . . 
Payments for Furlough and Recreation leave 

4.4 4.5 4.7 0.2 5.1 

2.0 6.7 -6.7 -100.0 

Total. 567.8 640.5 683.1 42.6 6.7 

Financial Assistance Grants 
At the May 1985 Premiers' Conference it was agreed that for the current 

triennium (1985-86 to 1987-88) the NT would remain outside the States' financial 
assistance grant arrangements. Certain changes were, however, made to the Terri
tory's general revenue grant arrangements to bring them more into line with the 
arrangements for determining general revenue grants to the six States. 

During the current triennium, the Territory is to receive general revenue grants 
on a basis similar to the arrangements for determining the annual level of financial 
assistance grants to the six States. These general revenue grants replace the tax 
sharing arrangements which had applied since 1979-80 (the first year in which 
financial arrangements between the Commonwealth and a self-governing NT ap
plied) and incorporate the identified health grants paid to the NT between 1981-82 
and 1984-85. 

The $628m grant for 1986-87 was calculated by, inter alia, using a base amount 
of $558.9m determined by notionally reducing the grant for 1985-86 by $2.Sm which 
was transferred to the Territory's grant for general purpose funding for local 
government. This followed the Government's decision in the light of the report of 
the National Inquiry into Local Government Finance to raise general purpose 
assistance to local government in the NT to the same average per capita level as 
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that applying to the six States. This base figure was escalated by the increase in the 
all groups CPI for the six State capitals in the year to March quarter 1987 over 
the preceding year, adjusted for the Territory's relative population growth in the 
year to 31 December 1986, plus a real growth factor of 2%. Consistent with the 
decisions made at the May 1987 Premiers' Conference, the NT will receive a 
financial assistance grant of $690.0m in 1987-88, calculated, inter alia, by increasing 
the 1986-87 grant as estimated at the time of the Premiers' Conference by 8% and 
applying the Territory's projected relative population growth in the year to 31 
December 1987. 
Additional Assistance and Special Grants 

For the six years from 1979-80 to 1984-85, the NT was, according to the 
Memorandum of Understanding covering the financial arrangements between the 
Commonwealth and the NT, to receive either a special grant after consideration of 
the recommendation of the Grants Commission, or an additional assistance ·grant 
(as determined by the Memorandum of Understanding), whichever was the greater. 
In 1984-85, the Commission assessed the NT as having been overfunded (on fiscal 
equalisation principles) by the Commonwealth in 1982-83 to the order of $12.6m. 
An additional assistance grant of $Sm, which represented the minimum amount 
payable under the Memorandum of Understanding, was paid to the NT in 1984-
85, but, in view of the Commission's assessment which was presented to the 
Government in early 1985, the Commonwealth also decided that the NT should 
repay $12.6m as an assessed 'negative' special grant in 1984-85. 

No special grant was paid to the NT in 1985-86. During the course of 1986-87 
the Grants Commission reported on the appropriateness of the level of financial 
assistance provided to the Territory in 1983-84 and 1984-85. It assessed that the 
NT had been overfunded in 1983-84 and 1984-85 to the order of $27.6m. In view 
of the Commission's assessment, the Commonwealth decided that the NT should 
repay $14.4m by way of a negative special grant in 1987-88. The balance of the 
$27.6m is to be forgone by the Commonwealth on the understanding that general 
revenue funding for the NT will be fully adjusted to a State-like basis from 1 July 
1988. 
Special Revenue Assistance Grants 

In line with the Government's decision to terminate the Isolated Patients' Travel 
and Accommodation Assistance Scheme from 1 January 1987, and to transfer 
responsibility for the Program of Aids for Disabled People to the States from 1 
July 1987, an amount of $2.8m has been provided to the NT in 1987-88 to enable 
it to continue these programs should it so wish. 

Grants in lieu of Uranium Royalties 
The Commonwealth makes a payment to the NT Government in lieu of uranium 

royalties. This has in recent years been of a similar order to the S4. 7m estimated 
for 1987-88. 
Payments for Furlough and Recreation Leave 

The Commonwealth previously made payments to the NT in lieu of the accrued 
recreation leave and furlough entitlements of officers who were transferred from 
the Commonwealth Public Service to the NT Public Service. A final payment of 
$6.7m was made during 1986-87 representing the balance of the Commonwealth's 
liability for furlough entitlements of officers compulsorily transferred. 
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9A.2 CAPITAL ASSISTANCE 

As mentioned above, Commonwealth general purpose capital assistance to the 
States has declined significantly over the last five years both in absolute terms and 
as a proportion of total general purpose assistance to the States. These aggregate 
trends, however, mask some major developments in the composition of capital 
assistanc<l provided to the States. As can be seen from the chart below, the States 
in recent years have nominated increasing proportions of their borrowings. for public 
housing. While the absolute amounts nominated increased each year to 1986-87, the 
amount has declined in 1987-88 as a result of the overall reduction (by $715m) in 
capital assistance to the States effected at the May 1987 Loan Council meeting. 
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9A.2.I CAPITAL ASSISTANCE TO THE SIX STATES 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Capital Grants 558.0 429.4 176.1 -2S3.3 -59.0 Advances {a) 580.1 240.B -240.8 -100.0 Sinking Fund Rc~ciPts 218.0Cr 204.BCr 331.!Ct -126.3 -61.7 

To1a!. 920.2 465.4 155.0Cr -620.4 -133.3 

(a) Excludes amounts nominated for public housing which arc shown in 5. Housing and Community Amenities 
ntc. 

The Commonwealth funds the State Governments' Loan Council Borrowing 
Program from its Budget. At its May 1987 meeting, the Loan Council approved a 
1987-88 borrowing program of $533.3m, being some $670.7m or 55.7% less than the 
program in 1986-87. 

In each year from 1975-76 to 1985-86 (with the exception of 1982-83) one third 
of the program. was provided in the form of interest-free non-repayable capital 
grants, and the remainder in the form of interest bearing advances. In 1982-83, the 
approved program included a supplementary grant of $65m for public housing. In 
1985-86 and 1986-87, 35.7% of the funds were provided as capital grants. One third 
of the program will be provided as capital grants in 1987-88. 

Between 1982-83 and 1984-85, the six States were able to nominate from this 
program, up to the limit of their advances, funds for public housing to be provided 
on the same concessional terms and conditions available under the Commonwealth
State Housing Agreement (4.5% over 53 years). In 1985-86, those States (ie WA 
and SA ) that had previously nominated the whole of their loan portion for public 
housing were able to do so again, with the other States able to nominate only 30% 
of their advances for this purpose. 

As a result of decisions taken by the Government, both in relation to the 
housing package announced in April 1986 and at the Loan Council meeting in June 
1986, those States previously restricted to nominating only 30% of their advances 
for public housing were allowed to increase this to a maximum of 60% in 1986-87 
while WA and SA continued to be able to nominate 100% of their advances, if they 
so chose. At the 1987 Loan Council meeting it was agreed that all States and the 
NT could nominate up to 100% of their advances for public housing, if they so 
choose. 

It has been assumed that all of the six States will do this. Should this be the 
case, none of the six States in 1987-88 will be allocated advances on which interest 
will be paid at market rates. The increase in sinking fund receipts reflects the 
decision by the South Australian Government to retire in 1987-88 $125m of 
outstanding debt. 

9A.2.2 CAPITAL ASSISTANCE TO THE NORTHERN TERRITORY 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Grants 61.2 47.1 30.9 -16.2 -34.3 
Advances (a) 77.2 34.0 28.4 -5.6 -16.4 
Sinking Fund Rc~ctPts S.4Cr 6.3Cr 6.6Cr -0.3 -5.4 

Total 132.9 74.7 52.7 -22.1 -29.5 

(a) Excludes amounts nominated for public housing which arc shown in 5. Housing and Community Amenities 
n.c 
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The Commonwealth provides general purpose capital funds to the NT on the 
same terms and conditions as apply to the State Governments' Loan Council 
Borrowing Program (which does not include the Territory). Prior to 1985-86, the 
level of general purpose capital assistance to the Territory had changed each year 
in proportion to changes in the State Governments' Loan Council Borrowing 
Program. 

Unlike the State Governments' Loan Council Borrowing Program (which was 
held at the same nominal level in 1985-86 as in 1984-85), the Territory's capital 
program increased from $137.5m in 1984-85 to $171.5m in 1985-86. The increase 
resulted from the agreement reached at the 1985 Premiers' Conference/Loan 
Council meeting to transfer $34m previously paid to the NT in its tax sharing grant 
to its capital program. 

Consistent with the reduction effected in the six States' program at the June 
1986 Loan Council meeting, the NT borrowing program was reduced by $40m in 
1986-87 to· $131.9m, with 35.7% of that amount to be paid as an interest-free non
repayable capital grant. The 1987-88 Loan Council meeting approved general 
purpose capital assistance to the NT of $87.7m, a reduction of $44.2m compared 
with the 1986-87 figure. It has been assumed that the Territory will nominate 50% 
of the permissible amount for public housing, or $28.4m, and this has been included 
under 5. Housing and Community Amenities nee. 

9A.3 DEBT ASSISTANCE TO THE SIX STATES AND THE NORTHERN 
TERRITORY 

1985-86 1986-87 1987~88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
The Siit States 48.6 49.9 50.t 0.2 0.4 
The Northern T~rriiorY 1.3 1.6 1.6 0.1 5.4 

Total. 49.9 5\.4 51.7 0.3 0.6 

Under the Financial Agreement Act 1976 the Commonwealth is required each 
year to make a sinking fund contribution in respect of each of the six States, 
equivalent to 0.28% of a State's net debt as at 30 June of the preceding year. These 
arrangements came into force for the States, apart from NSW, on 1 July 1985 and 
have applied in respect of NSW since 1 July 1986. 

Until 30 June 1985, debt charges payable to the Commonwealth by the NT 
were funded by the Commonwealth through annual specific purpose assistance to 
the NT. From 1985-86, however, debt charges assistance has not been made 
separately available to the Territory, following its absorption in that year into the 
'base' for determining the Territory's general revenue grant for 1985-86 and subse
quent years. 

During the course of 1985-86, debt sinking fund arrangements were established 
as part of the Commonwealth Public Account to handle the funding of expenditure 
on the repurchase and redemption of securities allocated by the Commonwealth to 
the NT. In line with the sinking fund arrangements that apply in relation to the six 
States, the Commonwealth makes a contribution each year into the sinking fund 
equivalent to 0.28% of the Territory's net debt as at 30 June of the preceding year 
and pays interest on the Territory's sinking fund balances. 
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9A.4 GENERAL PURPOSE ASSISTANCE TO LOCAL GOVERNMENT 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
The Six States 536.0 580.2 636.4 56.2 9.7 
The Northern T~rriior). 2.6 5.4 6.1 0.6 11.5 

Total. 538.S 585.6 642.S 56.9 9.7 

General Purpose Assistance to local Government in the Six States 

Under tax sharing arrangements introduced in 1976-77, the Commonwealth had, 
prior to 1985-86, provided funds to the six States for general purpose assistance to 
local government authorities. The assistance was determined each year as a propor
tion of Commonwealth net personal income tax collections in the preceding year. 
The proportion that applied in 1984-85 was 2%. In 1985-86, general purpose 
assistance to local government was increased by 2% in real terms (measured by 
movements in the all groups CPI for the six State capitals in the year to the March 
quarter 1986 over the preceding year) pending the outcome of the Government's 
consideration of the report of the National Inquiry into Local Government Finance 
(the Inquiry). 

Having considered the report of the Inquiry, the Government decided, inter 
alia, that for 1986-87 and 1987-88 the level of general revenue assistance to local 
government would be the greater of: 

• the annual percentage change in general purpose payments to the six States 
(defined as the sum of financial assistance grants, identified health grants and 
general purpose capital assistance payments under the State Governments' 
Loan Council Borrowing Program); and 

• the increase in the all groups CPI for the eight capital cities to the March 
quarter of each year over the preceding year. 

As general purpose payments to the six States in 1987-88 will decline in real 
terms, the estimate of general revenue assistance for local authorities in 1987-88 
reflects the real terms guarantee implicit in the funding formula outlined above as 
well as the decision to carry forward into 1987-88 an amount that would otherwise 
have been paid to local government in 1986-87 on account of the increase in the 
CPI to March 1987 being higher than was expected at the time of the 1986-87 
Budget. 

General Purpose Assistance to local Government in the Northern Territory 

Specific purpose assistance of $6.lm will be provided to the NT Government 
for distribution as general revenue assistance among local government authorities in 
the Territory during 1987-88 on the same basis as in the six States. 

9A.5 ASSISTANCE TO SOUTH WEST TASMANIA 

Under a Memorandum of Understanding signed on 26 June 1984, the Common
wealth undertook to provide financial assistance to TAS to offset the effects on 
employment and electricity prices of the cessation of Stage II of the Gordon River 
Power Development. Assistance under these arrangements amounted to $29.9m in 
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1986-87, A further $29.7m is to be provided in 1987-88, which includes the fifth 
(of IO) annual instalments of $20m (indexed on January 1984 prices) to subsidise 
the future cost of electricity supply in that State. 

9A.6 NATURAL DISASTER RELIEF 

1985-86 1986-87 1987-88 
Actual Actual Estimate Change 

Sm Sm Sm Sm % 
Paymenls. 26.2 36.3 25.0 -11.3 -31.2 
Repayments . 34.2Cr 33.7Cr 30.6Cr 3.1 9.1 

Tola\. 8.0Cr 2.7 5.6Cr -8.3 -311.0 

Commonwealth assistance under the natural disaster relief arrangements aims to 
help the six States and NT meet the unpredictable and sometimes large c?sts of 
providing natural disaster relief and restorati?n .. The arrangeme?t~ rec_ogmse th.° 
States' primary responsibility under the Constitution for the adm1mstration, provi
sion and financing of relief measures. The arrangements cover bushfires, cyclones, 
droughts, earthquakes, floods and storms. 

Under the arrangements, the Commonwealth reimburses at least 50% of State 
expenditure on eligible measures for the relief of personal hardship and distress: In 
respect of other eligible relief and restoration measures, the Commonwealth provides 
financial assistance when total State expenditure on all measures in a financial year 
exceeds its assessed financial capacity, as represented by an annual base amount. 

The base amounts are set at 0.225% of State annual budget sector revenue and 
grants two years earlier (the latest available data). The base amounts applying in 
1987-88 and recent years are as follows:-

1985-86 1986-87 1987-88 

Sm Sm Sm 
New South Wales . 22.39 24.58 27.78 
Victoria 16.87 18.73 20.22 
Queensland : : . I0.48 ll.60 14.00 
WesternAustralia. 6.87 7.85 8.41 
Sctith Australia . 6.0S 7.00 7.51 
Tasmania. 2.41 2.57 2.71 
Northern Territory . 1.83 2.05 2.19 

Commonwealth assistance is on a $ for $ basis in respect of expenditure by a 
State above its base amount for amounts up to 75% above the base amount and $3 
Commonwealth to $1 State thereafter. 

An amount of $25m has been provided for disaster relief in J 987-88, based on 
past experience. Actual outlays will depend on the. level of o~going ~istance in 
respect of past disasters and the incidence and seventy of ~ny d1saste~s m l 987-88. 
Expenditure of $36.3m in 1986-87 was above average, mainly reftectmg outlays by 
QLD following Cyclone Winifred in February 1986 and expenditure by NSW after 
the August 1986 floods in the greater Sydney area. 

Repayments 

Some Commonwealth assistance to the States for natural disaster relief has been 
provided as interest-free loans in respect of certai~ eligible expe~dit_u'.es by the 
States. Those expenditures take the form of concessional Joans to 1nd1v1duals and 
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business enterprises directly affected by natural disasters. Such loans are normally 
repayable by the States in eight equal annual instalments, with the first instalment 
due for repayment near the end of the second financial year after the year in which 
the relevant loans were made. 

SUMMARY OF COMMONWEALTH PAYMENTS TO OTHER 
GOVERNMENTS 

The assistance described above is largely of a 'general purpose', as distinct from 
'specific purpose', kind. Detailed information on both categories of assistance is 
provided in Budget Paper No 4. Estimated total Commonwealth assistance to the 
six States, the NT and local government authorities in 1987-88 is, however, sum
marised below. 

1986-87 1987-88 

1985-86 Change on Change on 
Actual Actual 1985-86 Estimate 1986-87 

Sm Sm % Sm Sm % 
Payments to or for the six: States, 

Northern Territory and local 
authorities 

General Purpose Revenue Funds II 919.9 13227.1 ll.0 14 252.9 I 025.8 7,8 
General Purpose Capital Funds • l 736.0 1336.0 -23.0 621.0 -714.9 -53.5 

Total General Purpose 13655.9 14S63.l 6.6 14873.9 310.8 2.1 

Specific Purpose A!'.Sistancc 
Assistance related to State Debt • 49.9 51.4 3.0 51.7 0.3 0.6 
Educalion Commissions 3989.5 4152.7 4.1 4438.9 286.2 6.9 
Grants for Housing . 618.6 655.7 6.0 659.5 3.8 0.6 
Roa<h 1250.9 1247.5 -0.3 1249.0 1.5 0.1 
Local G~v~rn~c~t Ge~cra

0

l P.ur~ 
Assistance . 538.S 585.6 8.7 642.5 56.9 9,7 

Community Empioy~e~t ProSra~ • 256.8 181.0 -29.5 95.3 -85.7 -47.4 
Medicare 996.J I 017.9 2.2 I 083.9 66.0 6.5 
Olher 691.6 914.4 32.2 954.6 40.2 4.4 

Total Specific: Purpose 8 392.3 8806.3 4.9 9175.S 369.2 4.2 

Total Payments to or for the sill 
States and Northern 
Territory. 22048.l 23 369.3 6.0 24 049.4 680.J 2.9 

Payments direct to local authorities 111.4 101.S -8.9 112.8 11.J 11.2 

Gross Payments from the Budget to 
the Sill States. Nonhem Territory and 
local authori1ics . 22159.S 23470.8 5.9 24162.2 691.4 2.9 

Rep<iyments 369.ICr 344.4Cr -6.7 414.3Cr -129.9 -37.7 

Total. Outlays to the sill States, 
Northern Territory and local 
authorities 21 790.S 23 126.4 6.1 23687.9 561.5 2.4 
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9B. PUBLIC DEBT INTEREST 
Interest payments from the Budget sector to other sectors are recorded under 

this heading, with interest receipts on Commonwealth securities held by the various 
Commonwealth Government Trust Accounts offset against gross interest payments 
on Commonwealth securities. Public debt interest (PDI) in 1987-88 is estimated at 
$7850.9m, a reduction of 0.9% on the 1986-87 figure. 

1985-86 1986-87 1987-88 
Actual Acw:d Estimale Change 

Sm Sm Sm Sm % 
Interest on behalf of the Commonwealth 

Paid under the Commonwealrh Inscribed Stock 
Act and the loans Securities Act 

Paid on advances to Commonwealth a~thori: 
5 J53.7 5932.2 5803.9 -128.3 -2.2 

tics under specific legislation • . • , , 
Paid under the loans (Income Equalisation 

6.1 1.0 -1.0 -IOO.O 

Deposits} Act . 5.S 2.9 3.0 0.1 2.3 
Other, 1.8 3.9 14.4 10.S 272.6 

Total . 5167.1 5940.0 5821.3 -118.8 -2.0 

Interest on behalf of the six States-
Paid under Commonwealth Inscribed Stock 

Acr and the loans Securities Act I 858.8 1930.7 1975.0 44.3 2.3 
Paid under Savings Bank Agreements : : 65.3 68.1 61.0 -7.1 -10.S 

Interest on behalf of the Norlhern Territory. 65.7 74.0 79.0 5.0 6.8 
Other. 0.7 0.7 0.7 -2.5 

Total . 1990.6 2073.5 2 !15.7 42.2 2.0 

Gross Interest Payments . 7157.7 3013.6 7937.0 --76.6 -1.0 

Interest Received on Government Securities and 
Cash Balances held by the Commonwealth 
Government on its own behalf-Loan Con-
solidation and Investment Reserve 88.3Cr 75.4Cr 70.0Cr 5.4 7.2 

Other 14.SCr 14.9Cr 16.ICr -1.2 -8.2 

TOTAL PUBLIC DEBT INlEREST 7054.6 7923.3 7850.9 -72.4 -0.9 

PD! includes interest payments made on Treasury Bonds, Treasury Indexed 
Bonds, Australian Savings Bonds, the Commonwealth's overseas debt and the 
discount on Treasury Notes, recorded at the date of issue. Most of the Common
wealth's debt instruments are subject to semi-annual interest payments (although 
indexed bonds have quarterly interest payments and some overseas debt has annual 
interest payments), and hence usually incur, at most, half of their full year PD! 
cost in the first year of issue. However1 because Treasury Notes are within-year 
financing instruments (13 or 26 week maturities), those issued in the first half of 
the year are generally re-financed one or more times during the year and hence 
record more than half a full year PD! cost (and some incur a full year's interest 
cost) in that year. Thus, a larger impact on PD! in the year of issue is recorded for 
Treasury Note issue than for new issues of other debt instruments. 

Commonwealth securities are also issued for borrowings undertaken by the 
Commonwealth on behalf of the States. Payments of interest on the debt of State 
Governments are treated as Commonwealth outlays. Reimbursement by the States 
of interest paid on these Commonwealth securities is recorded as revenue under the 
heading 'Interest, Rent and Dividends' (see Statement No. 4). 
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During the course of 1985-86 the Commonwealth began to issue both capital 
and interest indexed bonds. The 'deferred interest~ component of capital indexed 
bonds accrues annually but is paid at the maturity of the security. Under the 
current cash-based accounting system operated by the Commonwealth, such interest 
accruals are not brought to account annually and therefore no provision is made 
for them in POI outlays, It is estimated that at the end of 1986-87 'deferred 
interest' on capital indexed bonds stood at $1 l Sm. 

Growth in Public Debt Interest since 1980-Sl 

The following table shows the growth in PD! outlays since 1980-81. Such 
outlays accelerated in the early 1980s and have been decelerating since 1984-85; 
they are estimated to constitute 10.0% of outlays in 1987-88 compared with I0.6% 
in 1986-87 and 7.1% in 1980-81. 

Total 
public C~ange on Percentage 

debt previous year of total 
Ym interest outlays 

Sm Sm % % 

1980-81 2S62.3 339.0 15.2 7.1 
1981-82 2882.0 319.7 12.5 7.0 
1982-83 3379.0 497.1 17.2 6.9 
1983-84 4331.1 952.1 28.2 7.7 
1984-85 5 651.8 1326.7 30,6 8.9 
1985-86 7054.6 1396.8 24.7 10.1 
1986-87 7923.3 868.7 12.3 IM 
1987-88 (~li~at~) : 7850.9 -72.4 -0.9 10.0 

Chart I indicates the total stock of Commonwealth debt (domestic and overseas) 
for each year since 1980-81. Growth in the volume of debt outstanding largely 
reflects the accumulation of borrowings used to finance successive budget deficits 
over the years. As the chart shows, borrowings have predominantly been in Austra
lian dollar denominated debt, with only 22% of total Commonwealth debt at 30 
June 1987 being denominated in foreign currencies. 

Chart 2 shows outlays on PD! and the budget deficit as a percentage of GDP. 
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• lower interest rates on average on some Commonwealth securities in 1987-88 
than in 1986-87. 

Not all the factors that will affect the total amount of PD!, such as the timing and 
cost of debt to be issued in 1987-88, can be known in advance with any precision, 
and the estimates are necessarily subject to uncertainty. 

The Government has decided in principle to consider undertaking swap trans
actions in reJation to its foreign currency debt in order to minimise PDI costs over 
time to provide greater flexibility in terms of the composition of the Common
wealth's external debt. 

Interest Received 

The Loan Consolidation and Investment Reserve (LCIR) receives interest on its 
investments in Commonwealth securities which were issued mainly as Special Loans 
to assist with the financing of the State Governments' Loan Council Borrowing 
Program. These amounts, which represent the receipt of interest by the Common
wealth from itself (through one of its Trust Accounts), are offset against gross 
interest payments to other sectors. The slight reduction in the estimates of interest 
received reflects a reduction in the portfolio of Treasury Bonds held by the LCIR. 

Other Commonwealth Trust Accounts also receive interest on their holdings of 
Commonwealth securities. These amounts are also deducted in arriving at public 
debt interest payments. 

Any debt issued beyond the Commonwealth's immediate needs results in higher 
levels of Commonwealth cash balances, which earn a market-related rate of interest. 
Although interest earnings on the Commonwealth's cash balances are recorded as a 
non-taxation revenue item (see Statement No. 4) they can be considered concep
tually as an offset to the Commonwealth's PD!. The table below shows 'net PD!' 
(that is, total PD! less interest earnings on the Commonwealth's cash balances). In 
1986-87 interest earnings on the Commonwealth's cash balances with the Reserve 
Bank were$! 70.2m, some $57m more than the budget estimate and partly offsetting 
the increase in total PD!. In 1987-88 they are estimated to be $220.7m. 

1985-86 1986-87 1987-88 
estimate 

Sm Sm Sm 

Total POI 7054.6 7923.3 7850.9 
Lm 
Interest on Commonwealth Cash Balances 114.1 171.9 220.7 
Net PDI 6940.5 7751.4 7630.2 

In addition to the interest earned by the Commonwealth on its cash balances, 
interest paid by the Commonwealth on the Reserve Bank's holdings of Common
wealth Government securities contributes to profits in Reserve Bank operations and 
hence dividend payments to the Commonwealth. 
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1. A number of factors can contribute to changes in PD!, including changes in: 

• the volume of debt outstanding; 

• interest rates payable on that debt; 

• the exchange rate (affecting the $A amount of interest payments on foreign 
currency denominated debt); 

• the mix of debt instruments; and 

• the term structure of the debt. 

These influences are closely interconnected. For example, an increase in the volume 
of debt on issue can affect both interest rates and the exchange rate-although 
these are also subject to other important influences. Accordingly, it is not possible 
to determine with precision the relative contribution of any one factor to the growth 
of POI payments. This said, however, it is possible to make a number of general 
observations about the relative importance of various factors in the increase in PD! 
outlays over recent years. 

The budget deficit declined significantly between 1978-79 and 1981-82. As a 
consequence, the volume of debt on issue grew relatively slowly and does not 
appear to have contributed significantly to PD! growth over this period. Rising 
interest rates and greater use of Treasury Notes (which, as already noted, have a 
more immediate impact on PD! outlays than do interest payments on longer term 
debt) are likely to have been more important influences on PD! outlays during this 
period. 

In contrast, the growth in the Budget deficits recorded over the following two 
years (1982-83 to 1983-84) contributed to a substantial increase in the volume of 
debt on issue and hence to the growth in PD! outlays over this period. Higher 
average interest rates on debt outstanding and depreciation of the $A also contrib
uted in some measure, although, as noted above, these influences may not be 
unrelated to the sizeable increase in debt outstanding. 

Since 1983-84, the Budget deficit has declined both in nominal terms and as a 
percentage of GDP. Growth in the volume of debt on issue has moderated 
somewhat although the total stock of Commonwealth debt, as a percentage of 
GDP, has continued to expand. This deceleration in the increase in the volume of 
debt has been reflected in a decline in the rate of growth in PD! outlays commenc
ing in 1985-86, although higher interest rates, the depreciation of the $A and the 
increased issue of Treasury Notes (in 1985-86 and 1986-87) have contributed 
substantially to the still strong POI growth in this period. 

Outlays on PD/ in 1987-88 

With, inter alia, a much reduced borrowing requirement in prospect for 1987-88, 
outlays on PD! are expected to decrease marginally (-0.9%) in 1987-88. This 
compares with growth of 24.7% in 1985-86 and !2.3% in 1986-87. The estimate for 
1987-88 also reflects the following assumptions: 

• a reduction in the stock of AustraJian Treasury Bonds outstanding; 
• some further increase in Treasury Note issue in 1987-88; 
• the value of the $A against overseas currencies in which Australia's overseas 

interest payments are made is at a higher level, on average, than in 1986-87; 
and 
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9C. CONTINGENCY RESERVE 
The provision of $150m under this heading comprises: 

• a contingency for wage and salary increases for departments and' most one .. 
line appropriations of Commonwealth statutory authorities. A separate provi· 
sion is made in the J. Defence function for possible Defence related wage and 
salary rate increases under the first tier of the National Wage principles. The 
individual appropriations for wages and salaries and the salaries component of 
most one-line appropriations for budget-financed Commonwealth statutory 
authorities are calculated using the latest available wage and salary rates at 
the time the budget is prepared. For 1987-88, the rates incorporate the first 
increase in the first tier of the National Wage Case granted by the Common· 
wealth Conciliation and Arbitration Commission on 10 March 1987. Because 
of uncertainities at budget time surrounding the terms of settlement of any 
second-tier wage increase for budget sector staff and the costs and offsets of 
related efficiency and restructuring, it is not considered practicable to identify 
a separate Defence function component for second~tier increases; 

• provision for the salaries costs of former Public Service Board staff to be 
redeployed as a result of the restructuring of that organisation. Departments 
will be provided, with additional salaries cover for 1987-88 to allow these staff 
to be effectively redeployed; 

• a negative allowance for the carryover into 1988-89 of up to 4% per cent of 
unspent administrative expenses appropriations which was first permitted be
tween 1986-87 and 1987-88. The allowance has been set at the same level as 
the actual carryover from 1986-87 into 1987-88; and 

• a negative allowance for the savings resulting from the streamlining of the 
travel arrangements for the Public Service which are expected to commence 
operation in January 1988. As the exact distribution of these savings over the 
Public Service are not yet determined the provision has been made in this 
reserve. 

While uncertainties surround the estimates of the separate elements of the 
contingency reserve, the totaJ is considered to be a reasonable provision to cover 
their combined effect on budget outlays. 
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9D. ASSET SALES 
With the aim of promoting greater efficiency in the use of resources from a 

natiorial point of view, the Government is committed to an on~going program of 
identifying surplus or under-utilised property and other assets whose retention by 
the Commonwealth can no longer be justified as being in the public interest. The 
proceeds from sale of these assets will be used to reduce the Budget deficit and, in 
this way, will reduce the public debt interest payments that would otherwise have 
to be made. Placement of these assets in private ownership will also avoid on-going 
outlays commitments by the Commonwealth in respect of the assets. 

Notwithstanding the decision not to proceed with the sale of international airport 
terminals (see below), it is estimated that the total proceeds from asset sales in 
1987-88 will be of the order of $1 billion and that sales in 1988-89, including 
disposal of the Defence Service Homes Corporation, will amount to another $ l 
billion. In order to protect the interests of the Commonwealth, and taxpayers 
generally, in obtaining fair and reasonable prices for the assets concerned, it is not 
appropriate to disclose the returns expected from individual sales. 

Progress with sales already announced 
The previous equity interest of the Commonwealth in the Primary Industry 

Bank of Australia has been sold to the Rural and Industries Bank of Western 
Australia for $2.46 million. 

The disposal of the assets of the National Materials Handling Bureau is expected 
to be completed by the end of 1987. 

Tenders for re-development of the Tokyo Embassy complex and sale of that 
part of the Embassy site which is surplus to requirements, as well as the adjacent 
Mita Avenue staff apartments, will be invited from a short-list of six consortia 
(each of which contains some Australian representation) in November 1987. Tend
ers for the sale of the surplus Ambassadorial Residence in Paris are to be called in 
September 1987. 

The Commonwealth will call tenders in the next few months for the sale of a 
long-term lease over its Chifley Square building and the adjacent vacant block of 
land in Sydney. In Melbourne, part of the existing Commonwealth Centre is to be 
sold, with the remaining area to be re-developed. The proceeds from these sales are 
expected to be received towards the end of l 987-88. 

A number of Defence assets were identified for disposal in the May Statement, 
including a controlling interest in the Williamstown Dockyard; a substantial share 
of the Government Aircraft Factories; Cockatoo Island; part of the Newington 
Armament Depot; and certain surplus military equipment. Substantial progress has 
been made towards the sale of the Williamstown Dockyard-tenders closed early 
in September 1987. The proceeds from this sale are expected to be received by 
February 1988. Aerospace Technologies of Australia Ply Ltd (ATA), a 
Commonwealth-owned company, took over responsibility for the management of 
the operations of the Government Aircraft Factories (GAF) on l July 1987. The 
relevant GAF assets will be transferred to AT A during this financial year, with the 
aim of a substantial share of the equity in ATA being sold to the private sector. 

For a variety of reasons, the Government has decided not to proceed with its 
earlier decision, announced in the May Statement, to sell long-term leases over the 
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international' airport terminals that are owned by the Commonwealth. Instead, the 
terminals will be vested, along with other airport assets, in the Federal Airports 
Corporation (FAC) in accordance with the FAC Act: 

Defence Service Homes Corporation (DSHC) 

The Government has recently re-considered its May 1985 decision that the 
Defence Service Homes Scheme be transferred to the private sector. The restruc
turing of the Scheme is discussed in J. Housing and Community Amenities nee. 
The present portfolio of DSHC mortgages and the insurance business are to be 
sold. The terms of the sale are yet to be finalised, however it is expected that the 
sale will take place in 1988-89 yielding a significant return to the Government. 

Commonwealth Accommodation and Catering Services Ltd (CACS) 

The Government has decided to dispose of the Commonwealth's 100 per cent 
interest in CACS. In 1984 the Government agreed to allow CACS to provide 
accommodation and catering services to all Commonwealth departments on a fixed 
contract basis for three years, with the supply of these services subject to public 
tendering thereafter. These contracts are due to expire on l July 1988. To enhance 
the saleability of CACS, the Government has decided to extend the existing food 
services and accommodation contracts by six months to 31 December 1988. 

Commonwealth Task Force 

The Government has set up a Task Force chaired by the Department of Finance 
to coordinate the asset sales program. The Task Force, which will draw on private 
sector expertise to assist it with various sales, as and when necessary, has direct 
responsibility for managing the proposed sales of the Defence Service Homes 
Corporation, the Commonwealth Accommodation and Catering Service and the 
stocks of phosphate rock that the Commonwealth owns around the country. It is 
closely involved in the proposed re-development of the Tokyo Embassy complex 
and the sale of surplus land at that Embassy, and is also oversighting progress with 
various other property sales being handled by relevant Departments. 

296 

STATEMENT NO. 4-ESTIMATES OF REVENUE 1987-88 

TABLE OF CONTENTS 

Receipts Measures-
Summary Table . . . . . . . . . . . . . . . . 
(I) Tax reform package . . . . . . . . . . . . 
(2) Other measures announced prior to the Budget . 
(3) Measures announced in the Budget . 

Revenue Estimates
Summary Table .. 
Taxation Revenue 

Income Tax .. 
Individuals. . 
Companies .. 

Withholding Tax . 
Fringe Benefits Tax. 
Sales Tax ..• 
Excise Duty . . 
Customs Duty . 
Debits Tax .. 
ACT Taxes and Charges. 
Other Taxes, Fees and Fines . 

Non-Tax Revenue . . . . . . 
Interest .......... . 
Rent, Dividends and Royalties 

Appendix: Petroleum Taxation and Related Arrangements . 

297 

Page 

298 
300 
302 
307 

312 
313 
313 
313 
314 
314 
314 
315 
315 
317 
317 
318 
318 
321 
322 
323 
326 

II 



STATEMENT NO. 4-ESTIMATES OF REVENUE 1987-88 

Total budget revenue in 1987-88 is estimated at $78 l l 9m, an increase of 
$5 935m or 8.2% over 1986-87. The measures announced in the Budget are estimated 
to add a net $35m to revenue in 1987-88. 

Revenue in both 1986-87 and 1987-88 has been substantially reduced by the 
personal income tax reductions from 1 December 1986 and 1 July 1987. In the 
absence of these measures, revenue would have been $1500m higher in 1986-87 and 
$4480m higher in 1987-88. 

RECEIPTS MEASURES 

The table below shows the estimated revenue effects in 1987-88 and in a full 
year of: 

(I) tax reform measures announced on 19 September 1985 which have been 
subject to modification during the past year or otherwise warrant mention; 

(2) other measures announced prior to the Budget; and 
(3) measures announced in this Budget. 
The following costings of measures announced as part of the 19 September 1985 

tax reform and those announced during the last year may differ from those provided 
in the original announcements because of revisions to base or parameter estimates. 

Measure 

(1) Tax Reform Package 
Imputation system of company tax 
Fringe benefits ta:it . . . • . 
Substantiation requirements . , . . . . • 
Quarterly instalmcm system for provisional tax 
Personal income tax rate scale •.• , . , 
Capital gains tax • , ..••.•.. 

(2) Other Measures Announced Prior to the Budget 
lncomeTa:it-

New arrangemenis for superannuation 
Deductibility of gifls • . , , . , , . , , . . 
OtTshore banking units-interest withholding tax exemption 
Discounted and dertrred interest securities . , . . , 
Thin capitalisation and corporate res1ruc1ures 
Investment allowance , .. , . , •. 
Application or taxation laws to offshore areas 

Customs and Excise Duly-
Change in diesel fuel rebate scheme . . , 
Ceiling on excise rate increases • , .. , 
Crude oil excise ••.• , . , , .. , .. , .• 
Duty free passenger concessions and migrant vehicle concessions 
Cus1oms duties of non.departmen1al Commonwealth agencies 
Surcharge on aviation gasoline . . , , , . , , . , 

Wholesale Sales Tax-
Exemption for certain tourism promotional material . 
Removal or exemption for Commonwealth commercial 

authorities . , . . • . , .. , 
ACT Taxes and Charges-

Business franchise fees on tobacco products . , • . 
financial ins1i1Utions du!y(FfD) • . , , , , , 
Stamp duty on insurance premiums , , . • , . • • 
ACT 1ax and stamp duty on tramrer of company debentures 

Measures lo Counter Ta:ii Avoidance and Evasion
Use or annuities to avoid tax . • • , . 
Redeemable preference shares . . . . . 
Double-dipping tax avoidance arrangemenlS , 
S1atutes of limitations , . , . . , . , 

298 

Estimated.change in revenue 

Measure 

(3) Mfasures Announced In the Budget 
lncomeTax-

Pcnsioner 1ebale ••••.•.•.•.•.... 
Social security and Commonwealth education allowance btneficiary 

rebates .•..•.....•...• · ... 
Medicare levy low income thresholds . 
ProviSional tax uplift factor . . • . • . . . . 
Negative gearing measures • . . . . . . • . • 
Depreciation allowances on buildings . . . . . • . 

Wholesale Sales Tax-
Purchascs by US missions and consular poslS in Australia 

ACT Taxcs,and Chargcs-
Busincss franchise ree on pelroleum producls 
Stamp duty on conveyances , • . 
Land tax ..••..•.. · . · 
Tax on ACT 101<1/isator turnover • • • . 
Gaming machine tax . . . . . . . . 
Motor vehicle registration charges . . . . 

OtherMeasures-
lncrease in radio and television station licence fees . . . 
Tendering systems for the granting of new radio and television 

licences ......•.. · · · • · · · · · 
Fee for conversion from AM to FM by regional radio licensees 
Radiocommunications licence fees . . . . 
Australian design rule compliance plates . • 
Uranium export levy . , •..... 
Immigration and migration application fees • 
lndexalion of passport fees . . . . . . 
Commonwealth loan guarantee charge . • 
Quarantine charges ... , .... 
Administrative Appeals Tribunal-filing fees 
Air transport regulatory charges . . . . 

• • Less than SO.Sm. 

Estimated change in revenue 

1987-88 Full year (a) 

Sm Sm 

-10 

-24 

22 
2 
I 
I 
I 

16 
3 
1 
3 

2 

-8 
-40 

(I) 
-U) 

10 
3 
2 
I 
2 
2 

3 
I 
1 

29 
7 
I 
6 

4 

• The nature of the pravisicn is such thal a reliable estimate cannot be provided at this stage. 
(a) Unle.>S otherwise indicated, full year figures arc estimates of the ultimate change in receiplS that would 

occur if the measure applied in respect of the whole of 1987-88; they arc not necessarily the same as the 
estimated change in receipts in 1988-89. 

(b) Revenue cost of the full system, including cost of imputation credits, abolition of branch profilS tax and 
of dividend withholding tax on franked dividends, offset by increased company tax rate. 

(c) The measure is revenue neulral in ongoing terms; however, S70m associated with late payments will be 
brought forward to 1987-88. 

(J) There is, as yet, considerable uncertainty as to the extent of realised capital gains on which capital gains 
tall is 10 be paid in 1987-88. The figure in the table is the revenue estimated to be directly attrib°;table to 
the new capital gains tax provisions introduced as part of the 1985 lax reform package. 11 is based 
principally on substantial past increases in sharemarket prices and, adopting necessarily tenta~ive assump
tions as to the size of realised gains, the amount exempt from tax and the amount taxed as mcome. The 
bulk of taxable realised sharemarkct gains would be taxed as income under either s.25 ( 1) or s.26AAA of 
the Income Tax Asstssment Act /936. It is also likely that the new capital gains tax provisions arc 
indirectly generating a substantial increas~ !n revenue fr?m those. other section~. E~pected revenue fr?m 
the capical gains tax and these re!a1ed provisions has been included m the appropnate income iax categories. 

(e) This measure is applicable only to 1987-88. 
(j) The estimated average annual cost of lhese arrangements over the five years to 1991-92. . 
(g) Under transitional arrangements Telecom will receive a refund of up to $100m of sales tax 1f total sales 

tax and customs duty payments exceed $360m in respect of 1987-88. Refunds of $80m arc expected to be 
paid in 1987-88 with the remainder of up to $20m payable in 1988-89. 

(h) Wilh the introduction of the FID on I Stptembcr 1987 ce~t.ain other duties ~n financial tra!lsactions.we~e 
abolished, resulting in a small net loss of revenue. The additional S0.2m cost m the year of mtroductton is 
due to the FID having a longer collection lag than one of the duties it has replaced. 

{i) The cost will peak at about S80m in 1988-89 when interest deduclions carried forward' will be allowed 
against 1987-88 incomes. The revenue cost will be S47m in 1989-90, and will fall consi<krably in la1er 

U) §:~~arc estimated at S3m in 1988-89, and will increase to SIOm in 1989°90, S29m in 1990-91 and will 
exceed SSOOm per annum after 2S years. 
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(l) TAX REFORM PACKAGE 
Some modifications to components of the 19 September 1985 tax reform package 

were made during the past year. These related to the imputation system of company 
tax, the fringe benefits tax and substantiation requirements, the quarterly instalment 
system for provisional tax and the capital gains tax. On l July 1987, the second 
stage of the personal income tax cuts took effect. 

Imputation System of Company Tax 

On 19 September 1985 the Treasurer announced that a full imputation system 
for company income tax would commence in the 1987-88 income year. On IO 
December 1986 the Treasurer announced that the new system would operate 
broadly as foreshadowed in the 1985 ta< reform package, with the principal 
exception that a compensatory tax would not be imposed on companies when they 
pay out dividends. Rather, imputation credits would attach to 'franked' dividends, 
ie those effectively paid out of income which has borne tax at the company rate of 
49%. As part of the imputation package, the branch profits tax has been removed 
as from l July 1987 (on 1986-87 income) and the dividend withholding tax has 
been removed in relation to franked dividends paid on and from 1 July 1987. 
Imputation credits may be utilised only to offset income tax payable by Australian 
resident individuals and therefore do not extend to exempt taxpayers or non
residents. 

With the company rate of tax and the maximum marginal personal income tax 
rate aligned at the 49% level from I July I 987, the Division 7 provisions relating 
to undistributed profits of private companies have been abolished, subject to 
transitional provisions. As part of the imputation package, changes to the tax 
treatment of bonus share issues and distributions by company liquidators have also 
been introduced. 
Fringe Benefits Tax (FBT) and Substantiation Requirements 

A fringe benefits tax was introduced with effect from 1 July 1986 and new 
substantiation requirements for employment-related expense claims also came into 
effect on that date in respect of income earned on or after l July 1986. A number 
of important changes, back-dated to I July 1986, were announced during the year. 

On 26 August 1986 it was announced that the lollowing exemptions from FBT 
would apply: hospital and medical treatment and other benefits provided under 
workers' compensation; travel costs for the purpose of employment interviews; 
specified expenses arising from work relocation; and travel costs incurred in obtain
ing medical treatment while employed in prescribed developing countries. The 
change in tax treatment of fringe benefits paid to employees located overseas will 
ensure that their fringe benefits are exempted from tax to the same extent as their 
wage and salary income. 

Following a review, a number of further changes were announced on 29 October 
1986. For both FBT and income tax substantiation purposes, the motor vehicle log 
book requirements have been substantially reduced, with taxpayers generally re
quired to maintain a log book for a period of only 12 weeks where the log book 
method is chosen. The requirement for documentation of petrol and oil expenses 
has been removed. Minor benefits of small value which are infrequently provided 
or difficult to record and value have been exempted. The annual exemption for 
staff discounts on in-house benefits has been increased from $200 to $500. All 
private use by employees of employers' facilities and equipment has been made 
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exempt, as have all car parking benefits. Additional con~essions h_av~ been e~tended 
to relocation expenses (the costs of selling and buym¥ a prmc1pal :es1dence), 
occupational health and counselling, safety and long se:v1ce awards •. holiday travel 
and 'children's education for overseas employees. Specified compassionate benefits 
(eg b~nefits provided in emergencies) have also been made exen:pt. Finally, rem?te 
area benefits have been accorded further concessions; the discount on housmg 
benefits has been increased from 40% to 50%, a generous statutory value replaced 
the statutory formula as an optional way of valuing housing ~enefits, and r~strictions 
have been eased on the application of the remote area holiday travel discount of 
50%. 
Quarterly Instalment System for Provisional Tax 

The tax reform measures announced on 19 September 1985 provided for a 
compulsory quarterly instalment system for the payment of annual provisional tax 
liabilities, commencing in 1987-88. Legislation for the new system was enacted in 
early June 1987, but with several significant amendments. The threshold for the 
general exemption from the provisional tax instalment provisions has been raised 
from $2000 to $Soon. In addition, payment of provisional tax by instalments will 
not be required of primary producers or of authors and inventors with abnormal 
income. 

The measure does not increase annual tax payable in ongoing terms, but it is 
expected that collections associated with late payments under the previous system 
could be brought forward each year, commencing in 1987-88 when they could be 
up to $70m. The smoother pattern of receipts will result in reduced sales of short· 
term Government securities; associated interest savings are estimated to be of the 
order of $120m in 1987-88. 

Personal Income Tax Rate Scafe 
As foreshadowed by the Treasurer on 19 September 1985, the second stage of 

the reductions in personal income tax rates and changes to thresholds took effect 
on I July 1987. These changes have been reflected fully in PAYE instalments from 
that date and. will be used for assessment and provisional tax purposes in respect 
of 1987-88 income. 

The rate scale for assessment of 1987-88 incomes is compared below with the 
earlier rate scales: 

Income Range 
(per annum) 

0-4595 
4596·5100 
5101 12500 

12501 12600 
12601 19500 
19501 28000 
28001 35000 
35001 and over 
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Marginal Tax Rate 
(cents per dollar) 

Before From 
!'December I December 

1986 1986 

25 
25 24 
30 24 

JO 29 

46 43 

48 46 

60 55 

From 
I July 

1987 

24 

'" 29 
40 

40 

49 



Capital Gains Tax 

The following changes to the capital gains tax have been announced since the 
last Budget: 

• the treatment of bonus shares issued after 30 June 1987 has been modified to 
be consistent with the treatment of distributions under the imputation system 
of company tax; 

• the treatment of call payments on certain partly-paid bonus shares or units 
issued after 1 :00 p.m., 10 December 1986, in respect of original shares or units 
acquired prior to 19 September 1985 was changed to deem such payments to 
constitute new investment and therefore to be subject to the capital gains tax; 

• the treatment of units in unit trusts was changed. to enable depreciation 
allowances for income-producing buildings to be passed through to unitholders 
with no additional capital gains tax liability; and 

• individual taxpayers who cease to be Australian residents now have the option 
to defer capital gains tax liability on ex-Australian assets until the assets are 
disposed of; in certain limited circumstances, accrued gains on such. assets are 
now exempt from tax. 

(2) OTHER MEASURES ANNOUNCED PRIOR TO THE BUDGET 

INCOME TAX 

New Arrangements for Superannuation 

On 12 January 1987 the Government announced changes to the income tax law 
relating to the taxation of lump sum superannuation and kindred payments effective 
from 13 January 1987. Any excessive non-arm's length income derived from that 
date by approved deposit funds is subject to tax at the rate of 50% in line with 
similar provisions already applying to superannuation funds. The tax rate is reduced 
to 49% from 1987-88. Lump sum payments made as an alternative to a superan
nuation pension or annuity entitlement are to remain subject to taxation as eligible 
termination payments. Measures also were announced to guard against the exploi
tation of annuity contracts. 

Deductibility of Gifts 

Since the 1986-87 Budget, the Government has announced that gifts to the 
following bodies would qualify as deductible donations (for gifts of $2 or more 
made after the dates, or in the inclusive periods, shown in brackets): 

• Lionel Murphy Foundation (24.4.1987) 

• Australia-Hellenic Memorial Trust Fund (1.4.1987 to 30.6.1989) 

• 9th Australian Division Memorial of Participation (El Alamein) Fund 
( 15.6.1987 to 30.6.1989) 

• Korean and South East Asian and Vietnam War Memorial Anzac Square 
Trust Fund (15.6.1987 to 1.7.1989) 

Offshore Banking Exemption from Interest Withholding Tax 

On 1 July 1986 the Treasurer announced that interest paid to non-residents by 
separate offshore banking units (OBUs) is to be exempt from interest withholding 
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tax where their deposits accepted or borrowings in foreign currencies are on-lent 
only \o non-residents. On 9 April 1987 the Treasurer announced further details on 
the relevant legislative arrangements to apply to OBUs. The major points were: 

•.the exemption is to be confined to authorised banks, State banks, and other 
financial institutions authorised to deal in foreign currency; 

• the exemption will also apply to transactions, denominated in Australian 
dollars, between non-residents which are intermediated by an OBU and its 
offs.bore branches or subsidiaries; and 

• anti-avoidance measures will help ensure that the exemption is confined to 
'gen~ine' offshore banking transactions. 

Discounted and Deferred Interest Securities 

The tax rules applying to discounted and deferred interest securities are to be 
modified to deny, from 23 April 1987, deductions for interest on an accruals basis 
in respect of qualifying securities, where the securities are issued in Australia to, or 
on behalf of, a non-resident associate of the issuer, or in accordance with certain 
other arrangements between associates that are designed· to minimise Australian tax 

Thin Capitalisation and Corporate Restructures 

In the context of liberalising foreign investment policy, the thin capitalisation and 
corporate restructuring conditions· of approval imposed on foreign investors under 
foreign investment policy are to be replaced by amendments to the income tax law. 
Those conditions of approval counter tax avoidance practices. which would other
wise have enabled foreign investors to avoid Australian taxes on the profits from 
their Australian investments. 

In broad terms, the new provisions will apply to interest-bearing loans or other 
debt provided by foreign investors (or associates) to an Australian company or 
business enterprise where that interest-bearing foreign debt is more than three times 
the foreign investors' equity in the company or business. Where the ratio is 
exceeded, a tax deduction for interest paid on the debt, to the extent of the excess, 
will be disallowed to the company or business. In recognition of the special funding 
needs of banks and non-bank financial intermediaries, a ratio of 6:1 is to be allowed 
for foreign investments in this sector. 

Investment Allowance 
The Treasurer announced on 12 June 1987 that the investment allowance cut-off 

date, by which eligible property must be in use or installed ready for use, would be 
extended from 30 June 1987 to 31 December 1987. 

Application of Taxation laws to Australia's Offshore Areas 

The scope of the income and sales tax laws is to be extended, with effect from 
21 January 1987, to apply in areas adjacent to, and in th~ land masses of; certain 
of Australia's island territories. They will also be extended to cover installations 
within the outer limits of the continental shelf or within 200 nautical miles of 
Australia. The changes will mean that non-residents will be taxed on commercial 
activities, such as tourism operations conducted in the territories concerned, or on 
fixed installations or structures in the waters surrounding these territories. Appro
priate exemptions will apply for bona fide Norfolk, Christmas and Cocos (Keeling) 
Islands residents. 
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CUSTOMS AND EXCISE DUTY 

Diesel Fuel Rebate Scheme 

As a result of an Efficiency Scrutiny Review, legislative and administrative 
changes, which took effect from 1 August 1987, continue the procedure of claimants 
self assessing the quantity of diesel fuel eligible for rebate but place greater emphasis 
on claimants substantiating their claims. To simplify administrative procedures the 
actual rebate payable on claims received in any given month will be the average of 
the declared rates of rebate which were in force on the last day of each of the 
preceding six months. This means a slight variation. in previous arrangements under 
the Scheme whereby primary producers paid no excise on eligible diesel fuel and 
miners paid only 2.388 cents per litre. 

Six Per Cent Ceiling on Excise Rate Increases 

The Prime Minister announced on 13 March 1987 that a ceiling of around 6% 
will be imposed on the combined total of the indexation adjustments in August 
1987 and February 1988. The full August 1987 adjustment was made in the usual 
way while the February 1988 adjustment will be such as to achieve a total increase 
in rates of around 6% over the two adjustments. 

Changes to Crude Oil Excise 

During 1986-87, the Government undertook a detailed review of the crude oil 
taxation arrangements and subsequently announced new arrangements that came 
into effect from 1 July 1987. These arrangements include the reduction in the top 
'old' oil excise rate from the, 1986-87 concessional rate of 80% (previously 87%) to 
79% in 1987-88, 77% in 1988-89 and 75% by 1989-90; the exemption from excise of 
the first 30 million barrels of crude oil production from new offshore projects (in 
those areas not subject to the resource rent tax); the exemption from excise of the 
first 30 million barrels of crude oil from all onshore fields; and the exemption from 
excise of LPG production onshore and of condensate marketed separately from 
crude oil. 

Full details are set out in the Appendix to this statement. 

Change in Duty Free Passenger Concessions and Abolition of Migrant Vehicle 
Concessions 

Commencing I July 1987, the arrangements governing customs duty and sales 
tax free entitlements for passengers arriving from overseas were changed so that all 
goods up to a value of $400 per adult person ($200 for persons under 18 years) 
may be brought in duty and tax free. In addition to this concession, duty and tax 
free entry is allowed for all clothing (other than furs) for the personal use of 
travellers, articles for personal hygiene and for tobacco and alcohol within the 
existing quantity limits on these goods. Normal rates of duty apply to imports above 
the $400 limit. 

The import duty and sales tax concession for migrants' motor vehicles (other 
than vintage cars) was abolished from 14 May 1987. 

Payme/11 of Customs Duties by Certain Non-departmental Commonwealth Agencies 
. From 1 July 1987, certain Commonwealth non-departmental agencies became 

hable lo customs duty on all their imports. 
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Surcharge on Aviation Gasoline for General Aviation 
From 1 July 1987, the fixed annual air navigation charges (ANCs) which apply 

to general aviation were replaced by a 3.9 cents per litre surcharge incorporated in 
the excise on aviation gasoline. Refunds of ANCs (up to $4m), prepaid in respect 
of the period after I July 1987, are being made to relevant general aviation 
operators. In addition, landing charges are payable for general aviation aircraft 
which use the capital city primary airports scheduled to be taken over by the 
Federal Airports Corporation. 

WHOLESALE SALES TAX 

CondiJional Exemption for Cer1ain Tourist Publicity and Tourism Promotional Material 
Certain tourist publicity and tourism promotional materials for use or free distribu

tion (but not for sale) by national tourist organisations of any foreign country, or 
representatives of such organisations, are to be exempted from sales tax with effect from 
1 July 1987. 

Removal of Exemption for Certain Commonwealth Commercial Authorities 
The sales tax exemption for certain previously exempt Commonwealth commercial 

authorities (including Telecom and Australia Post) has been withdrawn as from 13 May 
1987. 

The effect of withdrawing th~ exemption is that sales tax is payable on goods 
supplied to these authorities. In addition, where certain of these authorities were 
previously exempt from direct liability for sales tax on goods they manufactured 
themselves or imported directly, they are now taxable. 

A transitional concession for 1987-88. is being applied in the case of Telecom. A 
refund will be paid to Telecom if the totaJ tax payment arising from the removal of the 
exemption from both sales tax and customs duty exceeds $360m in respect or 1987-88. 
The amount of the refund is estimated at $80m in 1987-88, with a further payment of 
up to $20m in 1988-89. 

ACT TAXES AND CHARGES 

ACT Business Francht'se Fees on Tobacco Products 
The rate of business franchise fee on the sale of tobacco products to ACT residents 

was increased from 25% to 30% from l 4 November 1986. 

ACT Financial Institutions Duty 
As foreshadowed in the 1986-87 Budget, FID has been introduced in the ACT with 

effect from 1 September 1987. Simultaneously, the higher rates of debits tax, which 
applied only in the ACT, and certain stamp duties have been abolished. These duties 
were: 

• stamp duty on cheques, bills of exchange and promissory notes; 
• loan security duty; and 
• stamp duty on hire purchase arrangements. 
FlD is levied at a rate of 0.03% on amounts received by financial institutions,. with 

a maximum duty of S300 per transaction. Instead of a rate per transaction, a rate of 
0.005% is levied monthly on the average daily liability of short term money market 
dealers for amounts received by them in the ACT. 
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Stomp Dwy on Insurance Premiums 

Insurance premiums received by insurers for insurance of goods carried in interna
tional trade, and of the hulls of vesseJs and aircraft engaged in international trade, were 
exempted from ACT stamp duty and tax from 1 January 1987. This was lo counter the 
trend whereby aviation and marine insurance was being written overseas to the detriment 
of Australian insurers, The co-operation of the States and Northern Territorr. with 
respect to their own stamp duties and simiiar taxes on insurance premiums h.as also 
been sought. 

ACT Tax and Stamp Duty on Transfers of Company Debentures 

The Government, in line with similar decisions already taken in all States, decided 
to abolish, with effect from 16 July 1987, ACT tax and stamp duty as it applied 
to transfers of debentures. This will require consequential amendments to anti
avoidance legislation covering transfers of marketable securities introduced last year, so 
as to confine the effects of this legislation to marketable securities other than debentures. 
These amendments will have retrospective effect to 10 June 1986. 

MEASURES TO COUNTER TAX AVOIDANCE AND EVASION 

Use of Annuities tu Avoid Tax 

The Government announced on 19 September 1986 that deferred annuities not 
purchased for retirement purposes are to be taxed on an accruals basis, under the 
legislation applying to discounted and other deferred interest securities, rather than when 
received in cash at some future· date. 

Redeemable Preference Shares 

All redeemable preference shares with an effective term to maturity of two years or 
less, issued after 7 April 1986 and before 1:00 p.m., IO December 1986, are treated as 
debt for income tax purposes. 

On IO December 1986 the Treasurer announced that dividends on all redeemable 
preference shares and similar instruments issued after I :00 p.m. on that date and before 
1 July 1987 would be treated as equity income but would not be eligible for the section 
46 rebate when received by companies. From I July 1987, dividends paid on redeemable 
preference shares and similar financing arrangements, irrespective of term, are denied 
the section 46 rebate when received by resident companies, unless they are dividends 
franked with imputation credits. 

Double-Dipping Tax Avoidance Arrangements 

On 17 December 1986 the Treasurer announced amendments to the tax laws, with 
immediate effect, to overcome schemes by which companies utilise the income tax laws 
of Australia and another country to obtain a double tax benefit for what is essentially 
the same outlay. The measures will have effect only where the Australian revenue is 
detrimentally affected by the double-dipping arrangements. 

Statutes Of limitations 

Amendments of the taxation law in 1986 modified the application of State and 
Territory limitation laws, in those cases where an objection or appeal has been lodged 
against an assessment, so that any applicable limitation period is taken to have ended as 
if it had commenced to run when the objection, or any subsequent appeal, becomes 
final. 

On 14 August 1987 the Treasurer announced that the taxation law would be 
amended further to make it clear that this measure also applies to additional tax for 
late payment. 
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(3) MEASURES ANNOUNCED JN THE BUDGET 

INCOME TAX 

Pensioner Rebate 
A rebate is allowable for taxpayers in receipt of an Australian social security or 

repatriation pension that is subject to Australian income tax. In order to allow eligible 
pensioners to take full advantage of the $250 rebate following the full year effects of 
the reductions in personal income tax rates on 1 December 1986 and l July 1987, the 
income level above which the maximum rebate begins to shade out is to be increased 
from $5914 to $6142 in 1987-88. The rebate will be reduced by 12.5 cents for each 
dollar of taxable income in excess of $6142 until fully extinguished at $8142. 

Social Security and Commonwealth Education Allowance Beneficiary Rebates 

Rebates are available for taxpayers in receipt of Australian social security, unem
ployment, sickness or special benefits and certain Commonwealth education allowances 
to ensure that persons wholly or mainly dependent on a taxable benefit do not bear 
income tax. To this end, the maximum amount of rebate is to change from $190 in 
1986-87 to $180 in 1987-88 for single beneficiaries (this lower level of rebate reflects 
the decision announced in the May Statement to align the level of single sickness benefit 
and single unemployment benefit) and from $280 to $430 for (legal or de facto) married 
beneficiaries. The maximum amount of rebate win continue to be reduced at the rate of 
12.5 cents for each $1 of taxable income in excess of the implied thresholds; for 1987-
88 the thresholds are to be raised from $5669 to $5850 for single beneficiaries and from 
$9436 to $10 350 for married beneficiaries. The rebate will shade out completely at a 
taxable income of $7290 for a single beneficiary and $13 790 for a married beneficiary. 

Medicare Levy low Income Thresholds 
In 1986-87 the low income thresholds were $8030 for single persons and $13 370 for 

married couples and sole parents, with an addition of $1660 to the threshold for each 
dependent child or student. In line with past practice, these will be increased to $89801 

$15 090 and $2100 respectively in 1987-88. 

Provisional Tax Uplift Factor 
To take account of expected growth in incomes, provisional taxpayers' incomes for 

the previous· year have, since 1980-81,.been increased by a standard percentage to obtain 
notional current year incomes on which the calculation of provisional tax payments is 
based. The standard percentage applied last year was 11% and a factor of 11% will 
apply again in 1987-88. The 1987-88 rate scale will be applied to notional incomes 
calculated in that way. 

Provisional taxpayers retain the option of self-assessing, ie of providing an estimate 
of their income for the current year which is then used in calculating their provisional 
tax payment. The provisional tax payment of those who self-assess will be derived by 
applying the 1987-88 rate scale to their estimates of 1987-88 income. 

BUSINESS INCOME TAX 

Negative Gearing 
The Government has decided to abolish the negative gearing quarantining provisions 

relating to rental property investments with effect from the commencement of the 
1987-88 income year. Interest deductions carried forward from previous years will be 
allowed as a deduction in the 1987-88 or later income years. 
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Depreciation Allowances on Buildings 
In conjunction with the negative gearing decision, the Government has decided 

to reduce the depreciation allowance on new in_come-producing· buildings from 4% 
to 2 1/2%. 

This change will take effect for buildings where construction commences after 
1 S September 1987 except where: 

o construction is pursuant to a contract entered into on or before that date; or 
• the land on which the building is constructed was acquired on or before 1 S 

September 1987 and borrowings used to finance construction were contracted 
for that purpose on or before that date. 

WHOLESALE SALES TAX 

Purchases by US Missions and Consular Posts in Australia 
The Government has agreed to grant sales tax exemptions for official purchases 

by the US embassy and consular posts in Australia with effect from 1 July 1987, 
subject to the granting of similar exemptions with respect to purchases by Australian 
missions and posts in the US. 

ACT TAXES AND CHARGES 

In its 1986 Report on Financing the Australian Capital Territory, the Common
wealth Grants Commission found that in 1985-86 ACT revenues fell short of 
expenditures on territorial and municipal functions by $SSm (or $214 per capita) 
more than would be consistent with the principle of fiscal equalisation with the 
States. Measures announced in the previous two Budgets have reduced the degree 
to which the ACT revenue-raising effort is below that of the standard States. In 
order to improve further the ACT revenue·raising effort, the Government is intro
ducing the following measures (further details are provided in the Statement of 
IS September 1987 by the Minister for the Arts, Sport, the Environment, Tourism 
and Territories). 

Business Franchise Fee on Petroleum Products 
A franchise fee will be introduced at the wholesale level on sales of petroleum 

fuels to ACT residents from l November 1987 al the rate of 3.53 cents per litre 
for motor spirit and 3.57 cents per litre for diesel fuel. Diesel fuel sold for off-road 
use will be exempt. 

Stamp Duty on Conveyances 
Effective from 16 September 1987, the rate of stamp duty on transfers or 

assignments of interests in land applying to that part of the value that exceeds 
$300 000 will be increased from $3.SO per $ l 00 to $4.SO per $ l 00, and to that part 
of the value that exceeds $lm from $3.SO per $100 to $5.SO per $100. 

Land Tax 
The rate of land tax on non-residential properties will be increased from 0.5% 

to 0.75% of unimproved value effective from l July 1987. Land used primarily for 
primary production will continue to be exempt. 
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Tax on ACT Totalisator Turnover 
The rate of tax on the turnover of the totalisator operations of the ACT's 

Gaming and Liquor Authority will be increased from 4% to 5% (including the 1 % 
levy previously paid to the Community Development Fund) effective from 27 
September 1987. 

Gaming Machine Tax 
Effective from l April 1988, the ACT rate of gaming machine turnover tax for 

licenced clubs (currently at 10% of net revenue) will be adjusted to achieve a 
return to the Government equivalent to the NSW levels. 

Motor Vehicle Registration Charges 
Registration charges for private passenger vehicles will be increased by $20 

(from $85 to $105) effective immediately. Registration charges for other vehicle 
categories will also increase by similar proportions. 

OTHER MEASURES 

Increase in Radio and Television Station Licence Fees 
With effect from I January 1988, the Government has decided to increase the 

ceiling rate for commercial, television station licence fees from their current maxi
mum of 8% of annual gross earnings (AGE) to a maximum of 9% for AGE of 
$100m and above. Similarly, it has been decided to increase the ceiling rate payable 
by radio stations from S.5% to 6.5%, and to make other minor amendments to the 
fee scale. The measures are expected to impact only upon the largest commercial 
metropolitian television and radio stations. 

Tendering Systems for the Granting of New Radio and Television Licences 
The Government has changed the selection process for the granting of new 

commercial radio and television licences. Applicants for licences will now be 
required to submit a sealed bid along with their initial application. The Australian 
Broadcasting Tribunal will conduct a simplified licence grant inquiry to determine 
whether any of the applicants are unfit to be considered for a licence. The highest 
bidder amongst the suitable applicants will be awarded the licence. 

This initiative will not affect the equalisation of television services in regional 
areas, and at this stage there are no plans to issue additional commercial television 
licences anywhere. 

Fee for Conversion from AM to FM by Regional Radio Licensees 
In recognition of the advantages of FM broadcasting over AM, existing com

mercial AM radio licensees in areas facing competition from new FM stations will 
be allowed to convert to FM broadcasting, providing it is technically appropriate 
to do so. 

Reflecting the higher value of an FM licence, a conversion fee will be payable 
based on the estimated size of the market. 

Radiocommunications Licence Fees 
To maintain their real value, radiocommunications licence fees are to be in

creased by an average of 7% with effect from l December 1987. 

Australian Design Rule Compliance Plates 
The charge for motor vehicle compliance plates supplied to vehicle manufactur

ers and importers for motor vehicles which comply with Australian design rules is 
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to increase from $3.50 to $5.00. The increase will become effective from I October 
1987. 

Uranium Export levy 
The Government has decided to increase the levy under the Customs Tariff 

(Uranium Concentrate Export Duty) Act 1980 from 80c/kg to $1.02/kg; this is 
estimated to recover 75% of the costs of the Office of the Supervising Scientist 
associated with uranium mining. 

Immigration and Migration Application Fees 
The Government has decided to introduce from 1 January 1988 a charge of $5 

per adult passenger on airlines which require immigration clearance services for 
passengers entering Australia. 

The Government has also decided that infringement notices will be issued from 
1 January 1988 to international airlines and shipping companies which commit 
offences under the Migration Act 1958 by bringing to Australia passengers who do 
not have full visa documentation. 

These fees are consistent with the cost recovery principles adopted by successive 
governments. 

From 1 October 1987, individuals seeking a review of Migration' Act decisions 
which affect resident and visitor status will be required to lodge a fee equivalent to 
that charged by the Administrative Appeals Tribunal (AAT). Consistent with, 
refund arrangements applying generally to appeals to the AAT, the fee of $240 will 
be refundable if the appeal is successful. 

Migration application fees are to be increased from $40 to $60 on lodgement of 
an application, and from $110 to $165 for further processing of the application. 
Other fee increases include the application for grant of resident status (from $200 
to $3~) and the processing of entry permits for visitors extending their stay in 
Australia (from $35 to $50). These increases will become effective from 1 October 
1987. 

Indexation of Passport Fees 
From 1 October 1987, passport fees for adults will increase from $60 to $66 

and for children from $25 to $27, in line with general movements in the Consumer 
Price Index (CPI) for the twelve months ending 31 March 1987. Subsequent 
increases will be on l July of each year in line with general movements in the CPI 
for the preceding twelve months ending 31 March. This measure will maintain the 
real value of the 1986-87 level of passport fees. In addition, as from 1January1988 
a new 'frequent traveller' passport. will be available from the Department of Foreign 
Affairs and Trade for a fee of $100. 

Commonwealth loan Guarantee Charge 
A loan guarantee charge is to be levied from 1987-88 on off-budget borrowings 

of Commonwealth business enterprises to cover the guarantee either provided 
explicitly or implicit in the enterprises' status as government-owned bodies. 

The charge represents an extension of the charge levied in 1986-87 on borrowings 
that were explicitly guaranteed by the Commonwealth, the revenue from which is 
classified under outlays (see SE Administative Services function in Statement No. 
3). The charge is in recognition of the contingent liabilities assumed by the 
Commonwealth and will serve to bring the borrowing costs of these enterprises 
more into line with companies in the private sector. 
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Quarantine Charges 
The Government has decided to revise cost recovery arrangements for agricul .. 

tural quarantine services. From l March 1988, charges will be set to recover 60% 
of the total cost of providing quarantine services, less the costs of Government 
services of a non-commerciaJ nature. Exemptions wm continue to apply for foreign 
diplomatic staff, the clearance of foreign vessels; equipment involved in joint defence 
exercises, and accompanied personal luggage of passengers and non-commerciaJ 
goods sent by parcel post. Under current policy, charges are designed to recoup the 
direct operating costs. 

Changes are also being made in the general quarantine area to waste disposal 
and quarantine operations at international seaports and airports. As current con
tracts expire or are renegotiated, approved contractors will be empowered to tender 
on a commercial basis for disposal of waste from ships and aircraft. As an interim 
measure it is proposed, from l November 1987, to raise fee levels for seaport waste 
disposal to collect the full cost of undertaking this activity. 

Administrative Appeals Tribunal-Filing Fees 
The Government has decided to increase filing fees for matters coming before 

the AA T' from $200 to $240 effective from I 7 September 1987. 

Air Transport Regulatory Charges 
The Government has decided to introduce new charges and increase certain 

existing charges from I October 1987 for air transport regulatory services provided 
by the Department of Transport and Communications. 
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REVENUE ESTIMATES 

The following table compares estimated revenue for 1987-88 with 1986-87 
collections. A discussion of the outcome for 1986-87, compared with the budget 
estimates for that year and the outcome for 1985-86, is contained in Statement No. 
5. Information on collections in earlier years is provided in Statement No. 6. 

1986-87 1987-88 

Change on 
Actual 1985-86 Eslimate 

Change on 
1986-87 

Pro
portion 
of 1mal 

Taxation Rcvenue
lncomc Tax-

Individuals 
Gross PA YE (a) . 
Refunds (a). 

Net PAYE , 
Othcr(n) ... 
Medicare Levy (b) .. , 
Pmcrihed Payments System 

Tot;il Individuals. 
(Qmpanics . .. 
Wiihho/ding Tax . . 
Fringe Benefits Tax. 

Total Income Tax 
Sales Tax. 
Excise Duty-

Crude Oil and LPG . 
Petroleum Products . 
Other 

Customs Duty -
Imports. , ... 
Coal faports . . , 

Debits Tax (d) , .. 
ACT Taxes and Charges 
Other Taxes, Fees and Fines 

Sm 

30657 
2520 

28136 
7457 
1715 

765(<) 

38074 
6714 

639 
535 

45962 
6348 

2062 
4666 
2557 

3237 
52 

261 
185 
357 

Total Taxation Revenue 65 685 
Non-Tax Revenue ~ 

% Sm 

11.2 32655 
S.7 2610 

11.7 30045 
30.9 8215 
28.5 2065 
48.6 835 

16.3 41 160 
9.9 7675 

13.B 600 
750 

16.6 50185 
10.8 7110 

-48.7 2187 
65.8 4800 

7.7 2700 

-1.4 3220 
-10.2 60 

29.0 330 
22.6 216 

-2.5 435 

Sm 

1998 
90 

1909 
758 
350 

70 

3086 

961 
-39 
215 

4223 
762 

125 
134 
143 

-17 
8 

69 
31 
78 

12.5 71 243 5558 

Interest. . . . . . . . 3 560 3.3 3 674 114 
Rent, Dividends and Royalties . . , 2 934 25.0 3 199 265 
Miscellarieous Receipts from Common· 

wealth Enterprises - I 

% 

6.5 
3.6 

6.8 
J0.2 
20.4 

9.1 

8.1 

14.3 
-6.1 
40.l 

9.2 

12.0 

6.1 
2.9 
5.6 

-o.5 
16.4 
26.5 
17.f 
21.8 

% 

41.8 
3.3 

38.5 
I0.5 
2.6 
I.I 

52.7 
9.8 
0.8 
1.0 

64.2 

9.1 

2.8 
6.1 
3.5 

4.1 
0.1 
0.4 
0.3 
0.6 

8.5 91.2 

3.2 4.7 
9.0 4.1 

Tora! Non·Tax Revenue . 6 498 12.2 6 876 378 5.8 8.8 

TOTAL REVENUE . -72-1-84---12-.4--78_!_19--5-93-5--8-.2--JO-O.O 

(a) These figures exclude the Medicare levy, which is listed separately. 
(b} Esrima1e only; rhe Medicare levy is nol scparale!y identified 111 lhe point of co!!eclion. 
{c) Includes an estimated SSOm collected from companies under the Prescribed Payments System. 
(d) On I July 1987 lhc bank accounl debits lax law was ex1cndcd 10 cover debils made to paymenl order 

accounts with non-bank financial institutions. Accordingly. the 'bank account debits tax' is now referred to 
as lht 'debits 1.ax'. 

Total revenue in 1987-88 is estimated to increase by 8.2%, to $78I19m, equiv
alent to 26.8% of forecast GDP, compared with 27.3% in 1986-87. 
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TAXATION REVENUE 

Total taxation revenue in 1987-88 is forecast to increase by 8.5%, to $71 243m, 
following an increase of 12.5% in 1986-87. Estimates for the principal taxation 
revenue items are described below. 

INCOME TAX-INDIVIDUALS 

Income tax collections from individuals are estimated to grow by 8.1 % in 
1987-88, compared with 16.3% in 1986-87. As well as gross PA YE collections, this 
aggregate includes PAYE refunds, non-PAYE collections from individuals, and 
collections from the Medicare levy and the Prescribed Payments System. 

PAYE Instalment Deductions 

Gross PAYE receipts (net of the Medicare levy) are estimated at $32 655m, an 
increase of 6.5% compared with 11.2% in 1986-87. 

The estimate is based on employment growth for wage and salary earners of 
2 I /4% and an increase in average weekly earnings (on a national accounts basis, 
excluding superannuation) of around 6%. 

The relatively slow forecast growth in gross PA YE receipts reflects: 
• the full year effect of the I December 1986 tax cut and l l months' effect of 

the l July 1987 Jax cut; 
• slightly slower growth of earnings and employment of wage and salary earners 

forecast for 1987-88; and 
• the first-tier fiat dollar element of the 1987-88 wage increases, which will have 

a smaller revenue effect than would an equal increase in the total wage bill 
derived from uniform percentage increases across all income ranges. 

PAYE Refunds 

Refunds in 1987-88 relate to tax instalments deducted from salary and wage 
income earned in 1986-87 and earlier years. They are estimated at $2610m in 1987-
88, an increase of 3.6%. This modest increase reflects the effects of the substantiation 
and tax free threshold changes. 

Other individuals 
Collections from taxpayers in this category in 1987-88 are generally determined 

by tax on 1986-87 assessed income, less any credits for amounts paid in 1986-87 as 
provisional tax, PA YE and payments made under the Prescribed Payments System, 
plus provisional tax for 1987-88 which, in general, is calculated by raising 1986-87 
income by an uplift factor of 11%, and applying the 1987-88 tax rates. 

Collections from other individuals (net of the Medicare levy) in 1987-88 are 
estimated at $8 215m, 10.2% higher than the previous year. This compares with the 
exceptionally strong increase of 30.9% in 1986-87 which resulted from unusually 
high income growth in the previous year and, related to that, a surge in the number 
of provisional taxpayers. The 1987-88 tax estimate reflects reduced, but still sub
stantial, growth in 1986-87 of income subject to provisional tax, a consequence 
mainly of a levelling out in interest rates which reduced the growth of interest 
earnings. 

Additional major influences on other individuals collections in 1987-88 are: 
• the full-year effect of the I December 1986 tax cut and the effect on 

provisional tax of the I July 1987 tax cut; and 
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• the granting of tax credits on franked dividends paid to individual shareholders 
(which is expected to be reflected through increased self-assessment of provi
sional tax). 

Medicare Levy 

Medicare levy collections are estimated at $2065m in 1987-88, 20.4% higher 
than 1986-87 collections. About half of this increase is allributable to the full year 
effect of the rate rise, effective from I December 1986, from 1.0% to 1.25%. The 
total estimate comprises $1680m from PAYE taxpayers (gross PAYE $1820m, less 
refunds of $140m) and $38Sm from other individuals. 

Prescribed Payments System 

Collections under the Prescribed Payments System in 1987-88 are estimated at 
$835m, an increase of 9.1% following a lift of 48.6% in 1986-87 (reflecting the rate 
rise from 10% to 15% on 1 July 1986). The 1987-88 estimate is based on prospective 
activity in the building and transport sectors where this form of tax payment 
predominates. 

INCOME TAX-COMPANIES 

Company tax collections in 1987-88 are estimated at $7675m, an increase of 
14.3% compared with 9.9% in 1986-87. Tax collections will be boosted by the 
increase from 46% to 49% in the company tax rate as from 1 July 1987 (a major 
element in the introduction of the dividend imputation scheme which will lower 
collections from individuals and non-residents), higher collections against tax out
standing at the start of the year and intensified audit activities. 

Overall growth in corporate taxable income in 1986-87 (the base for 1987-88 
payments) is estimated to have been affected by a substantial decline in incomes 
from the mining and resources sector and by the increasing impact of the 5/3 
accelerated depreciation regime. 

WITHHOLDING TAX 

Withholding tax collections are estimated at $600m in 1987 -88, a decline of 
6.1% compared with an increase of 13.8% in 1986-87. The cessation from I July 
1987 of withholding tax on franked dividends is estimated to lower dividend 
withholding tax to $50m compared with $173m in 1986-87. Interest withholding tax 
is expected to increase to S550m in 1987-88, from $466m in 1986-87, implying 
slower growth than in the previous two years when depreciation boosted the $A 
value of interest payments fixed in foreign currencies. 

FRINGE BENEFITS TAX 

Collections from· the fringe benefits tax-excluding those from Commonwealth 
Government on-budget authorities-are estimated at $750m in 1987-88, an increase 
of 40.1 %. This increase reflects: 

• four quarterly instalments rather than the three instalments in 1986-87, the 
first year of the tax; and 

• an increase in the FBT rate from 46% to 49%, to align with the new corporate 
and. maximum marginal personal tax rates. 
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SALES TAX 

Sales tax collections are estimated at $7ll0m in 1987-88, an increase of 12.0% 
compared with 10.8% in 1986-87. Nearly half of the expected growth. in 1987-88 is 
attributable to the withdrawal of the sales tax exemption for Commonwealth 
commercial authorities announced in the May Statement (expected to increase 
collections by $320m). The growth in consumption of goods subject to sales tax. in 
1987-88 is expected to be somewhat weaker than the growth in private consumption 
in aggregate. 

Estimated collections of sales tax on goods. falling within the specified rate 
classes for 1986-87 and 1987-88 are shown in the following table: 

1986-87 1987-88 Change on 
Ra1cClass Actual Estimate 1986~87 

Sm Sm " 10%. I 006 I 070 6.4 
20%. 4274 4865 13.3 
30%. 731 RIO 10.8 
Not all~at~d by ~.il~ (~) : 337 365 8.3 

TOTAL SALES TAX . 6348 7110 12.0 

(a) These collections cannot be allocated readily to parti~ul~r rate categories; They include ~mounts ~o\lectcd 
on imports 111. entry as well as an amount for recoveries m respect of avoidance and evasion practices. 

EXCISE DUTY 
Total collections of excise duty are estimated at $9687m, 4.3% above the 1986-87 

outcome. The main components of this estimate are shown in the following table: 

1986-87 1987-88 

Change on Change on 
Actual 1985-86 Estimate 1986-87 

Sm " Sm Sm " Crude Oil· and LPG. 2062 -48.7 2187 125 6.1 
Petroleum Products(G) : 4666 65.8 4ROO 134 2.9 

Total Petroleum , 6727 1.5 6987 260 3.9 

Other Excise-
1363 R.4 1462 99 7.2 Beer 

Pora.bl~ sPirtts : . 144 6.8 131 -7 -4.8 
Tobacco Products , 1018 1.0 I 068 so 4.9 
O<h<r(b). 32 7.6 33 I 

Total Other Excise 2557 7.7 2100 143 5.6 

TOTAL EXCISE DUTY • 9284 0.9 9687 403 4.3 

(a) Includes motor spirit, diesel fuel {net of rebates}, aviation gasoline, aviation tu.rbinc fu.c~, fuel· oil, heating 
oil, kerosenes and-as an offset-refunds/drawbacks of petroleum products excise to chg1ble users. 

(b) Includes the coal excise duty and refunds/drawbacks. 

Crude Oil and LPG Levies 
Revenue from these sources is estimated at $2187m in 1987-88, 6.1% higher 

than in J 986-87. Projected collections reflect the effect of assumed higher average 
crude oil prices, partly offset by an anticipated decline in crude oil production, a 
reduction in the top marginal excise rate· for 40ld' oil, a forecast step down in crude 
oil prices from I January 1988 associated with the introduction of a free market, 
lower collections of LPG excise due to lower domestic LPG prices and the 
exemption from excise of all onshore production of crude oil and LPG. Details are 
set out in the Appendix to this statement. 
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Net crude oil excise collections are estimated at $2172m in 1987-88. This 
estimate assumes that world crude oil prices will remain at the level ruling when 
the I August 1987 import parity price was set ($A29.00) and that there will be no 
change in crude oil prices in Australia apart from an expected fall with the 
introduction of a free market on I January 1988. 

LPG excise collections in 1987-88 are estimated at $!Sm on the assumption that 
I July 1987 export prices prevail throughout the financial year. Domestic prices 
and excise rates are expected to increase somewhat during the year as those export 
prices are taken into account. (Details of LPG pricing arrangements and price 
movements are provided in the Appendix to this statement.) 

The Commonwealth also receives income from the resource rent royalty (RRR) 
levied on petroleum production from Barrow Island in Western Australia. Collec
tions from these sources are included as ~Petroleum Royalties' in the non-tax 
revenue table in this statement. Details of the RRR arrangements were set out in 
Statement No. 4, and the Appendix to that statement, in the 1985-86 Budget Paper 
No. I. 

Excise Indexation 
Under the system of indexation, the rates of duty for the main excisable 

commodities (with the exception of crude oil and LPG) are adjusted each August 
and February in line with half-yearly CPI movements. During 1987-88, excise rate 
indexation increases are to be limited to about 6%. The rates of duty for the main 
excisable commodities that applied at 19 August (Budget night) 1986, and after the 
indexation increases of 4 February and 15 August 1987, are shown in the following 
table: 

Pclrolcum Products (per litre) 
Motor Spirit . 
Diesel-Gross ...... . 

-Rcbalcs Primary Producers 
Mining 
Ocher. 

AviationGarolinc , . 
Aviation Turbine fuel. 
Fuel Oil . 
Heating Oil 
Kerosenes. 

Beer (per li1re) 
Between 1.15% and 3.8% alcohol by volume. 
Greater than 3.8% alcohol by volume . 

Po1able spirits (per litre of alcohol) 
Brandy . ...... . 
General Rate for Other Spirits . . 
Spirits nei and Liqueurs nei . . 

Tobacco Products (per kg of tobacco) 
Cigarettes. 
Cigars, .... , 
Manufactured Tobacco 

Rates applying from: 

19 August 4 February 15 August 
1986 1987 1987 

0.23884 
0.23884 
0.23884 
0.21496 
0.18185 
0.20107 
0.19099 
0.04954 
0.04954 
0.04954 

0.67002 
0.76243 

20.07 
23.51 
24.14 

37.26 
37.26 
37.26 

0.20756 
0.20756 
0.20756 
0.18368 
0.15803 
0.17473 
0.16597 
0.04305 
0.04305 
0.04305 

0.70754 
0.80513 

21.19 
24.83 
25.49 

39.35 
39.35 
39.35 

0.20097 
0.20097 
0.20097(a) 
0.17709(0) 
O.JS30J(a) 
0.20870 
0.16070 
0.04168 
0.04168 
0.04168 

0.73230 
0.83331 

21.93 
25.70 
26.38 

40.73 
40.73 
40.73 

{a) Fram I August 1987, the actual rebate payable an claims received in any given month will be the average 
of lhe declared rales of rebate which were in force on the last day of each of the preceding six months. 
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Petroleum Products Excise 
Excise from refined petroleum. products is estimated at $4800m in 1987-88, an 

increase of 2.9% on 1986-87. This modest increase principally reflects the excise 
rate reductions in July and August 1987 aimed at offsetting the revenue gains (of 
the crude oil levy) that resulted from the I July and I August 1987 increases in 
the import parity price. 

Taken together, total petroleum products excise and crude oil (and LPG) levy 
collections are estimated at $6987m in 1987-88, an increase of 3.9% following a fall 
of 1.5% in 1986-87. 

Other Excise Duty 
Collections from the remammg excise categories-beer, potable spirits and 

tobacco products-are estimated at $2700m. The projected increase of 5.6% on 
1986-87 is attributable to indexation increases; clearances of beer, potable spirits 
and tobacco products are all forecast to fall slightly, consistent with the trends in 
recent years. 

CUSTOMS DUTY 
Imports 

Collections of customs duty on imports are estimated at $3220m, 0.5% lower 
than in 1986-87. While little change in the nominal value of imports is expected, 
the underlying average rate of duty is projected to fall in year-average terms, 
continuing a trend evident in the past two years when the $A depreciation reduced 
demand for imported consumer goods which attract relatively high rates of duty. 
However, this fall is expected to be moderated by the adoption of tariff harmoni
sation (announced on 22 September 1986) to simplify the existing complex tariff 
structure. In addition, 1987-88 revenue is expected to be boosted by $95m because 
of changes (announced in the May Statement) governing duty free passenger 
concessions, the abolition of migrant vehicle concessions, and the removal of 
exemptions from payment of customs duties by non-departmental Commonwealth 
agencies. 

Coal Exports 
Reflecting little expected change in the volume of dutiable exports, collections 

from the coal export duty are estimated at $60m. 

DEBITS TAX 
Debits tax collections are estimated at $330m, an increase of 26.5% on 1986-87, 

reflecting the full-year effect of the rate increases of 50% in most rate categories 
effective from I December 1986. 
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ACT TAXES AND CHARGES 

Collections from ACT taxes and charges are estimated at $216m, an increase of 
$3lm on 1986-87. The main components are shown in the table below: 

1986-87 1987-88 Change on 
Actual Estimate 1986-87 

Sm Sm Sm 
Payroll Tax 39 43 4 
Stamp Duty : . . 52 53 1 
ACT General Rates 35 39 4 
Other. 58 81 23 

TOTAL ACT TAXES AND CHARGES 185 216 31 

. The increase in estimated stamp duty revenue reffects the impact of the change 
m .A.CT stamp. duty arrangements announced in the Budget ($2m), growth in 
act1v1ty, offset m part by the effects of one-off share transactions in 1986-87 and 
the introduction of the FID from 1 September 1987. 

The estimated increase of $23m in the 'Other' category reffects the introduction 
of new revenue measures and revised rates under existing measures. As foreshad
owed in last year's Budget, the F!D was introduced on l September !987 and 
replaced elements of the debits tax and some stamp duties as they applied to ACT 
fin~ncial transactio~s. It is expected that this change will be broadly revenue neutral; 
estimated revenue m 1987-88 from FID is $4m and in a full year $6m. The balance 
of the increase reflects, in part, the introduction of a business franchise fee on sales 
of petroleum products ($6m), the full year effect of the ACT land tax introduced 
in the 1986-87 Budget and the increased rate announced in this Budget ($4m), the 
full year effect .or the increase in the tobacco franchise fee announced during 
1986-87 ($lm), mcreased motor vehicle registration charges ($2m), the increased 
rate of. turnover tax on. totalisator operations of the ACT Gaming and Liquor 
Authority ($Im) and ad3ustment of the rates of gaming machine taxation ($Im). 

OTHER TAXES, FEES AND FINES 

The main components of other taxes, fees and fines are as follows: 

1986~87 1987-88 Change on 
Actual Estimate 1986-87 

Sm Sm Sm 
Recoupmcnt Tax 6 10 4 
Broadcasting and T;lc~isi~n Staiio~ u·cc~ce .Fe:~ 77 113 36 
Radiocommunications licence Fees 33 37 3 
Stevedoring Industry Co\lec1ions 24 28 4 
DeparturcTax: .. , 56 61 s 
Passport Fees 34 37 3 
Patents, Trade Marks ~nd

0 

D~sig~ Fee~ : : 28 30 2 
Immigration and Migration Application Fees 17 37 20 
Court and Tribunal Fees 7 8 1 
Other 75 74 -I 

TOTAL OTHER TAXES, FEES AND FINES 357 435 78 

Broadcasting and Television Station Licence Fees 

Licence fees are levied on a progressive basis by the Commonwealth on the 
annual gross earnings (AGE) of commercial radio and television stations. Revenue 
from this source is projected to increase by $12m to $88m in 1987-88. Some $3m 
of the increase is attributable to higher c~iling rates for these licence fees and the 
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balance reflects current projections of further growth in the AGE of most commer
cial radio and television stations. A further $24m is expected to be raised by new 
fee arrangements for new radio licences and for radio licensees converting from 
AM broadcasting to FM (see Measures section). 

Radiocommunications Licence Fees 
The radio frequency spectrum is used by corporations and individuals for a wide 

variety of private, commercial and public radiocommunications purposes. Since 
September 1983 radiocommunications licence fees have included a 'royalty' com
ponent in recognition of the financial benefits derived from use of the spectrum. 
The rates are to be increased from 1 December 1987 by an average of 7% to 
maintain their real value. 

Stevedoring Industry Collections 
Certain award entitlements and non .. award benefits for waterside workers are 

funded by levies on employers under stevedoring industry legislation. These levies, 
which are expected to yield $28m in 1987-88, are paid to the Stevedoring Industry 
Finance Committee for disbursement. 

Departure Tax 
The departure tax is estimated at $6lm in 1987-88; it largely reflects the 

continued strong growth in international tourism. 

Passport Fees 
Revenue from passport fees is estimated at $37m in 1987-88, an increase of $3m 

over 1986-87. The increase arises from a small rise in the number of passports 
expected to be issued in 1987-88, and the decision to index passport fees annually 
in line with movements in the CPI, commencing 1 October !987. 

Patents, Trade Marks and Design Fees 
Fees are levied by the Patents, Trade Marks and Design Office for applications 

to register patents, trade marks and designs pursuant to the relevant Acts and for 
annual renewal of registrations. Revenue from this source is estimated at $30m in 
1987-88, an increase of $2m on 1986-87. 

Immigration and Migration Application Fees 
Total revenue from these sources is estimated to increase to $37m in 1987-88, 

mainly reflecting the decisions to increase migration application fees from $40 to 
$60 on lodgement of an application and from $110 to $165 for further processing 
of the application ($7m) and to introduce an on-arrival clearance service charge of 
$5 per adult passenger on airlines which require immigration clearance services for 
passengers entering Australia ($8m). 

Courr and Tribunal Fees 
The increase in estimated receipts for 1987-88 reflects the full year effect of the 

introduction of a $200 filing fee for applications to the Administrative Appeals 
Tribunal, together with the decision in the Budget to increase this fee to $240, 
indexation of court fees in the Federal and Family Courts, and an expected increase 
in applications to the courts. 
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Other 
The small decline in this category is attributable mainly to the reduction of 

$22m in the Bass Strait Freight Adjustment Levy, reflecting the Government's 
decision to introduce a free market for indigenous crude oil (thereby dismantling 
the allocation system) from l January 1988. 

Partly offsetting increases are anticipated in the following items: 

• fees for occupational superannuation funds ($6m), which are levied to recover 
the administrative costs of supervising arrangements. The delay in passing the 
legislation to establish the Occupational Superannuation Commission means 
that the revenue from fee collections will now be received in 1987-88 instead 
of 1986-87; 

• quarantine charges ($4m), which are levied to recover part of the costs relating 
to animal and plant imports, the disposal of waste from aircraft and ships, 
and the general health clearance of incoming vessels and aircraft. Under 
current policy, charges are designed to recoup direct operating costs. However, 
from I March 1988, 60% of the attributable total cost of quarantine activities 
will be recovered, except for the contractual costs of waste disposal, costs of 
feed and veterinary supplies provided to livestock, associated freight costs and 
overtime costs which are fully recoverable. Charges are adjusted annually to 
reflect movements in costs; 

• Interstate Road Transport Charge ($4m), which results from charges on the 
registration of vehicles and licensing of operators engaged in interstate trade 
and commerce, commenced on l January 1987 and 1987-88 is the first full 
year of operation. The registration charge ensures that the owners of such 
vehicles make a contribution to the repair and maintenance costs of the roads 
they use; and 

• the loan guarantee charge ($Im), which will be levied from 1987-88 on the 
off-budget borrowings of Commonwealth business enterprises in respect of 
implicit, as well as explicit, guarantees associated with the enterprises) status 
as government-owned bodies. 
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NON-TAXATION REVENUE 
This heading covers interest paid to the Commonwealth Government from 

sources outside the budget sector, dividends received from Government-owned 
companies and miscellaneous receipts from Commonwealth enterprises. 

Details are set out below: 

1986-87 1987-88 Change on 
Aclua\ Estimate 1986-87 

Sm Sm Sm 
Interest received rrom the States and Northern Territory-

On Advances for State Loan Council Programs and NT 
Advances , , , , .. , , , . , 2073 2115 42 

On Spctific Purpose and Special Advances-
Housing Agreements . , . , . . . . 265 289 24 
Other. , , . , , . 89 

Other Interest Revenue-
93 4 

ACT-Housing and Other, 28 25 -2 
Defence Service Homes. . 75 77 2 
Non-Budget Au1borl1ics- · · · · ' · 

ACT Electricity Authority . . . , , , 2 2 
Australian National Railways Commission . 8 8 
Snowy Mountains Hydro-Etectric Authority 72 73 I 
Pipeline Authority , . , . . . , . 33 31 -2 
Australian Postal Commission . 6 5 
Australian Telecommunications C~m~i~io~ 661 653 -8 

Public Financial Enterprises 4 I -3 
Other ....... 245 302 57 

Total Interest Revenue 3560 3674 114 

Rent, Dividends and Royalties re~ived from-
Non-Budget Authorities-

Qantas Airways Limited. . . . , . . 15 25 to 
Overseas Telecommunications Commission, 40 46 6 
Auslra:lia:n National Airlines Commission 13 13 

Other (including Australian Shipping Commi~io~): 8 2 
Public Financial Enterprises-

Reserve Bank of Australia . . , , , . . 2601 2659 58 
Commonwealth Banking Corporation 100 68 -32 
Housing Loans Insurance Corporalion 12 I -12 
Australian Industry Development Cor~ration. 9 10 2 

Other Rent, Dividends and Royalties-
Petroleum Royalties . , . , , 103 113 10 
Royal Australian Mint . . . . . . . . 7 212 205 
Other (incl rcceipls nee) 42 43 I 

Total Rent, Dividends and Royalties 2934 3199 265 

Miscellaneous Receipts from Commonwealth Enterprises. -I 

TOTAL NON-TAXATION REVENUE. 6498 6876 378 

Total non-tax revenue in 1987-88 is estimated at $6876m, an increase of S.8% 
over 1986-87 collections. 
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INTEREST REVENUE 

The States and Northern Territory 

The estimated increase in 1987-88 in interest received on advances to the States 
under the State Governments' Loan Council Borrowing Program reflects the in
crease in the level of such advances in 1986-87 (on which full year interest is paid 
in the subsequent year). Also contributing have been increased interest rates on 
debt rolled over in 1986-87 and the first half of 1987-88. The rate of increase has 
slowed compared with 1986-87, due to the States opting to nominate all their 
advances for public housing in 1987-88. 

Interest revenue from the Northern Territory is estimated to increase to $79m 
in 1987-88, reflecting, inter alia, continued growth in the level of outstanding general 
purpose advances to the Northern Territory. 

Receipts of interest from the States and the Northern Territory in respect of 
concessional housing loans are expected to increase by around 9% in 1987-88. This 
increase is principally attributable to increased public housing nominations by the 
States and the Northern Territory from their loan funds programs since 1985-86. 

Included in 'other' interest revenue from the States and the Northern Territory 
are: 

• interest on Commonwealth loans made to New South Wales, Victoria, Queens
land and Western Australia under the National Railways Network (Finandal 
Assistance) Act 1979 for main-line railway upgrading; 

• interest on advances to the States for sewerage and other projects under the 
Urban and Regional Development (Financial Assistance) Act 1974; and 

• interest on advances for on-lending to primary producers under the States 
Grants (Rural Reconstruction) Act 197 l and States Grants {Rural Adjust
ment) Act 1976. 

ACT-Housing and Other 

Revenue in 1987-88 is estimated at $25m and includes payments of interest by 
mortgagors under the Commissioner for Housing Loan Scheme and the Common
wealth of Australia Mortgage Vendor Finance Scheme. The decrease mainly reflects 
a reduced number of outstanding loans to be discharged. 

Defence Service Homes 

Interest on any capital advanced to the Defence Service Homes Corporation 
(DSHC) or rolled over during a year is payable at the current long-term bond rate. 
Interest on outstanding capital is payable at the rate applying at the date it was 
advanced or rolled over. 

The estimated increase of $2m in interest revenue from the DSHC is mainly 
attributable to the rollover of $107m at higher interest rates. 

An interest rate subsidy covers the difference between the interest payable to 
the Commonwealth on the Corporation's capital and the interest charged to borrow
ers on loans provided by the Corporation. The interest rate subsidy, estimated at 
$98m for 1987-88, is offset against gross interest payments by the Corporation of 
$I 75m to produce the net $77rn shown in the table. 

As part of the Government's decision on the future of the Defence Service 
Homes Scheme, the present portfolio of DSHC mortgages is to be sold to the 
private sector in 1988-89 (see 5. Housing and Community Amenities function in 
Statement No. 3). 
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Non-Budget Authorities 

The fall in total interest revenue from both the Australian Telecommunications 
Commission (Telecom) and the Australian Postal Commission (Australia Post) in 
1987-88 reflects, in part, capital repayments by both Commissions in 1986-87 of 
$98m and $3m respectively. This effect was partially offset by the conversion on I 
July 1987 of a further one-tenth of the respective amounts of outstanding pre-1975 
capital vested in each of Telecom and Australia Post from 13.2% to 14.425% and 
14.725% respectively. The new rates reflect the estimated rates of interest which 
these authorities would have had to pay for a borrowing from the capital market 
on I January 1987, including the effect on rates of the Government's decision to 
impose an ongoing charge on all borrowings by Commonwealth business enterprises 
that are explicitly or implicitly Commonwealth guaranteed. Also offsetting the 
impact of the capital repayment was a rollover of a loan of $!03m to Telecom in 
February 1987 involving an increase in the interest rate from 10.4% to 14.65% 
reflecting the equivalent market rates at the time. 

The estimated $2m decrease in interest receipts from the Pipeline Authority 
results from a reduction in the total outstanding balance of loans from the Com
monwealth. This reduction is due to repayments made during 1986-87 and a better 
than. ~nticipated trading performance during 1986-87 resulting in the Authority not 
requmng any new advances during that year. 

Public Financial Enterprises 

The reduction of $3m under this category mainly reflects the full repayment of 
all outstanding deposits to the Commonwealth in 1986-87 by the Primary Industry 
Bank of Australia. As a result there will be no further interest payment due from 
this source. In addition, the Commonwealth's shareholding in the Bank has now 
been sold. 

Other Interest 

The increase of $57m under this category reflects mainly increases in the 
following items: 

• the higher average level of cash balances (up $49m) estimated to be main
tained with the Reserve Bank of Australia throughout 1987-88, although the 
pattern underlying that average is of a high starting !eve! early in the year 
with a run .. down of balances over the course of the year; and 

• interest on capital from the Transport and Storage Trust Account has in
creased by $14m as a result of measures, to take effect on I October !987, to 
place the Department of Administrative Services' transport and storage oper
ation on a more commercial basis. Interest will be paid on all fixed capital 
employed in the operation. In 1986-87, interest was paid on appropriated 
working capital only. 

RENT, DIVIDENDS AND ROY AL TIES 

Non-Budget Authorities 

The Overseas Telecommunications Commission (OTC) is required to pay a 
single final dividend to the Commonwealth out of the operating profits that it earns 

323 



each year, based on a percentage of the total shareholder funds in OTC as ~t the 
beginning of its income year (ie I April). The percentage for 1987-88. remams at 
15% and the estimated dividend payable in 1987-88 is $46m, a $6m mcrease on 
1986-87. 

Dividend payments to the Commonwealth by Qantas are expected to be $25?' 
in J 987-88. This amount includes an interim dividend of $Sm expected to be paid 
in December 1987. 

The Australian National Airlines Commission (Australian Airlines) will resume 
dividend payments to the Commonwealth with a $13m dividend in ~espect ~f profits 
earned in 1986-87. The previous dividend payment rrom Austrahan Airlmes was 
$2m in 1981-82. 

The Australian Shipping Commissfon (ANL) is expected to pay a dividen.d ?f 
$7m in 1987-88 in respect of profits earned in 1986-87, $2m more than was paid m 
1986-87 on profits earned in 1985-86. 

Public Fi11ancial Enterprises 
Total payments from the Reserve Bank to the Commonwealth in 1987-88 are 

estimated at $2659m, an increase of $58m on 1986-87. 
The Reserve Bank Acr 1959 requires the Reserve Bank to pay its net earnings, 

after provisions for contingencies and appropriations to reserves, to t~e Com~on
wealth. The 1987-88 payment includes $1493m from Central Bankmg Busmess 
(CBB) profits in 1986-87, $107m as a final payment from the 1986-87 profits of 
the Note Issue Department and an estimated interim payment in June 1988 of 
$1000m from the Bank's expected 1987-88 profits. 

In 1986-87 net earnings of CBB were $2283m, compared with net earnings of 
$167\m in 1985-86. In the main, the increase reflected higher gains from sales of 
foreign currency. These were associated with supplying part of .the ?overnme~t's 
foreign currency requirements and with the Bank's othe_r operat.1ons m the .foreign 
exchange market. The balance of CBB earnings was mamly attributable to mterest 
received on holdings of domestic and foreign securities, A transfer to RBA reser.ves 
of $762m was made from the CBB's 1986-87 operating earnings to provide agamst 
possible future losses from fluctuations in exchange rates. 

J 987-88 payments by the Bank to the Commonwealth will also include $60m 
from the Rural Credits Department's (RCD) capital and reserves, This was part of 
the $I 20m determined by the Board of the Bank to be surplus to RCD require· 
ments; the remaining $60m was credited to the Reserve Bank Reserve Fund. 

Total payments from the member banks of the Commonwealth Banking Cor· 
poration are estimated at $68m in 1987-88. · 

Dividends from net. profits in 1986-87 of the Commonwealth Bank of Austral!• 
and its subsidiary, the Commonwealth Savings Bank, are expected to be $6lm m 
1987-88,. compared with SIOOm in 1985-86. The decrease of $39m reflects a lo"'.er 
proportion of the Banks' earnings being paid to the Commonwealth, compared with 
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the previous year, and a lower profit outcome for the Banks in 1986-87, The lower 
earnings arise from a combination of greater competition in the corporate lending 
market and a difficult trading year in savings bank activities. 

It is also proposed that the Commonwealth Banks Act 1959 be amended to 
provide for payments to the Commonwealth from the profits of the Commonwealth 
Development Bank, This is expected to result in additional revenue to the Com
monwealth of $7m in 1987-88, 

Payments from the Housing Loans Insurance Corporation are expected to 
decline from $12m in 1986-87 to $lm in 1987-88, In 1986-87 a once-only payment 
of $10m was made from the Corporation's general reserve to consolidated revenue. 
As well, dividend payments by the Corporation in 1987-88 are expected to decline, 
as a result of difficult trading conditions, from those made in 1986-87. 

AIDC dividend payments are estimated to increase to $!Om, following an 
increase in after-tax trading profits. The dividend rate of 50% of net profit is fixed 
by statute. 

Other Rent, Dividends and Royalties 

Estimated revenue from petroleum royalties includes the Commonwealth's share 
of resource rent royalty paid in respect of oil production from Barrow Island, as 
well as offshore petroleum royalties .. After deducting the Commonwealth's share of 
royalties (around one third) relating to Bass Strait and North West Shelf produc
tion, the balance is passed on to the relevant State. In addition, the Commonwealth 
will pay to Western Australia an agreed portion of its share of royalty from the 
North West Shelf Project. The estimated increase in petroleum royalties of $10m 
in 1987-88 mainly reflects the impact of higher world crude oil prices, 

Payments from the Royal Australian Mint relate to seignorage on circulating 
coin production and profits from the production of numismatic coins. The expected 
very sharp increase in payments in 1987-88 of $205m (from $7m in 1986-87) 
reflects mainly the revenue expected from the proposed introduction of the $2 coin 
in the first half of 1988 and expected increases in seignorage and profits from 
circulating and numismatic coinage to commemorate Australia's Bicentenary. 
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APPENDIX: PETROLEUM TAXATION AND RELATED ARRANGEMENTS 

This Appendix describes the taxation arrangements applying to crude oil, 
Liquefied Petroleum Gas (LPG) and other petroleum, including the major changes 
to crude oil excise and marketing arrangements announced in June 1987. 

I. OVERVIEW OF PETROLEUM TAXATION 

Various taxation arrangements apply specifically to the petroleum industry. They 
can be divided into two stages: taxation of crude petroleum production and taxation 
of petroleum products. 

• Crude petroleum taxation: The Commonwealth imposes excises on the pro
duction of crude on and LPG, and is introducing a resource rent tax on 
offshore production of petroleum. The States impose royalties on onshore 
production and share, with the Commonwealth, offshore royalties and onshore 
rent royalties levied on petroleum production. These taxes on production can 
be seen as a means by which the community obtains a return from the 
exploitation of the nation's scarce natural resources. To the extent that crude 
oil and gas prices are set by world market conditions or parity prices prevail, 
these taxes do not add to the prices to consumers but reduce the returns to 
producers. Some States also impose a levy on sales of natural gas. 

• Petroleum prpduct taxation: These taxes are levied after. the refinery process 
on domestic and imported products. The Commonwealth collects the product 
excises from petroleum distributors when petroleum products leave bonded 
storage at their terminals. Most of the States levy, on petroleum wholesalers, 
franchise fees which are related to petroleum sales, and levy a fixed licence 
fee on petroleum retailers. 

Table I and Chart I show that the revenue from crude oil excise and petroleum 
royalties has declined sharply since 1985-86, following the sharp fall in oil prices in 
February 1986. 

Table I: Commonwealth and State Re>enues: Excises, Royalties and Franchise 
Fees 

1982-83 1983-84 1984-85 1985-86 1986-87 

Sm 
Commonwealth Crude Oil 

and LPG Excises . 3486 3651 4202 4019 2062 
Commonwealth Royalties a

0

nd 
68 85 97 169 103 Resource Rcnl Royalties 

S1a1c Royahics and Resource 
Rent Royalties (a) 132(b) 208(b) 244 352 212 

Total Revenue from Crudes 3686 3944 4543 4540 2377 

Commonwealth Product Excises . 1293 1973 2207 2813 4666 
Stale Franchise Fees (c) 334 432 508 553 473 

Total Rc.,.cnue from ProduclS 1627 2405 2715 3366 5139 

Total Revenue from Petroleum 5313 6349 7258 7906 7516 

(o) Source· Si.ale budget documcnl.5 and Auditors-Gener.ii repor1s. 
(b) Docs not include the Northern Territory. 
(l') Source· ABS, Taxation Revenue Australia, 1985-86, Catalogue No. 5506. 
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Chart 1: Commonwealth and State Petroleum Revenue 

S'OOOMillion 

Crude Excise/Royalty Revenue 

Although oil prices have since recovered from about US$8 per barrel in mid-
1986 to more than US$18 per barrel in mid-1987, they are still well below lhe mid-
1985 price of about US$28 per barrel. The decline in crude oil excise revenue in 
1986-87 has also been affected by reduced excise rates on 'old' oil, an extension of 
concessions on the coverage of crude oil excise and by lower crude oil production. 
The decline in revenue from crude oil excise and petroleum royalties was partially 
offset by increased revenue from product excises. A downward trend in crude oil 
excise is likely to continue as Bass Strait crude oil produclion declines in lhe years 
ahead. 

2. RESOURCE RENT TAX-RESOURCE RENT ROYALTY 

Resource rent tax (RRT) and resource rent royalty (RRR) arrangements apply 
respectively to offshore and onshore petroleum projecls and, where applied, replace 
the excise and royalty. The RRT was introduced by the Commonwealth to apply 
with effect from I July 1984 to all new offshore petroleum projects other than 
those covered by production licences granted before then and other than the permit 
area from which those licences were drawn, while the RRR can be applied to 
onshore petroleum projects with the agreement of the relevant State. At present, 
the Jabiru field in the Timar Sea has been developed under RRT policy. An RRR 
agreement, which is based on the RRT model, was introduced by the Western 
Australian Government for Barrow Island, in agreement with the Commonwealth, 
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and replaces both the Commonwealth's crude oil excise and the State royalty, with 
revenues shared 25:75 between the State and the Commonwealth. Negotiations are 
proceeding to apply an RRR to the Mereenie field in the Northern Territory. 

Unlike crude oil excises, the RRT and RRR are tied directly to the profitability 
of a project and are payable only when it exceeds a threshold level (see below). 
Taxes in this form aim to avoid discouraging exploration and development while 
providing the community with a fair proportion of the potentially high returns from 
the exploitation of such scarce and non-renewable resources. In contrast, production 
based taxes, such as the crude oil excise, are not automatically responsive to the 
profitability of projects. 

Broadly, the RRT is to be levied on a project basis at a rate of 40% on all 
income from petroleum defined to allow both current and capital expenditures 
(including eligible exploration expenditure within the original exploration permit 
area from which the project's production licences are drawn) to be written off in 
the year in which they are paid, and to exclude payments and receipts relating to 
the provision of debt and equity capital. Any excess of deductible expenditures over 
receipts from petroleum will be compounded forward at a 'threshold' rate set at 
the long term bond rate plus 15 percentage points (except in respect of exploration 
expenditure, made more than 5 years before the granting or the first production 
licence, which is to attract compounding at a rate equal to the increase in the GDP 
deftator). RRT payments will be deductible for company tax purposes. 

3. CASH BIDDING 

The Government's cash bidding system for the granting of petroleum exploration 
permits also provides a return to the community for access to petroleum resources. 
Under this system, which began in November 1985, permits are awarded to the 
highest bidder, provided certain financial and technical criteria are satisfied. In 
March 1986, the results or the bidding round for the Timar Sea region were 
announced. The successful bids for this region totalled about $32m. 

4. CRUDE OIL EXCISE ARRANGEMENTS 

On 4 June 1987 the then Minister for Resources and Energy announced changes 
to the crude oil excise arrangements to apply from I July 1987. The main changes 
to the excise arrangements were as follows: 

• the maximum rate of excise on 'old' oil is reduced to 79% from the 1986-87 
concessional rate or 80% (previously 87%). It will be reduced further over the 
next two years to 77% in 1988-89 and to 75% in 1989-90 and thereafter. Ir 
the price of crude oil rises above $A32.50 per barrel (indexed by the Consumer 
Price Index (CPI)) the top marginal excise rate (TMER) for 'old' oil will be 
adjusted upwards to a limit of 80% according to a formula'; 

I. The formula is: 
ad1us1ed TMER = TMER + OJS f P-32.50 indexed) 

p 

where TMER is the prevailing top marginal excise rate expressed in decimals and P is the crude oil price. 
'Old' oil is that discovered before 18 September 1975. 
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• for new offshore projects, ie those that commenced production after 1 July 
1987, in Bass Strait and on the North West Shelf, the first 30 million barrels 
or crude oil production from the relevant petroleum accumulations are exempt 
from crude oil excise, excluding production that would otherwise have been 
captured by prior developments; 

• for onshore fields, the first 30 million barrels or crude oil production are 
exempt from excise; 

• LPG produced onshore is exempt from excise; and 
• condensate marketed separately from crude oil is exempt from excise. 

As a result or these changes it is expected that production or Bass Strait crude 
oil will average 389 thousand barrels per day (kbd) in 1987-88. In response to these 
concessions the Bass Strait producers have indicated they will, amongst other things: 

• restart Kingfish A production and produce from Flounder at maximum rates, 
as soon as practicable, and proceed with projects to enhance the rate or 
production in certain Bass Strait fields, involving expenditure of about $300m; 

• undertake new developments in Bass Strait involving expenditure or $400-
600m and also reassess the Tuna B development which, if implemented, could 
entail expenditure of $800m; and 

• increase their exploration activities in several areas within Australia, with 
expenditure of up to $600m providing crude oil prices remain above $USl5 
per barrel. 

Table 2 sets out excise rates applying to· 'old', 'intermediate' and 'new' oil in 
1987-88. Currently, 'old' oil accounts for about 76% of total Bass Strait production, 
and or that some 70% is levied at the maximum excise rate. 

Table 2: Excise Rates on Crude Oil Production 

Excise Rates 
Annual Average Daily (%of Bass Strait Import Parity Price} 
Production Production 
Range Ratc(d) 'Old' Oil (a) 'Intermediate' Oil (b) 'New' Oil (c) 

Megalitrcs kbd Marginal Average (e) Marginal Average {e) Marginal Average (e) 

0-50 0-0.87 0 0 0 0 0 0 
50-100 0.87-1.72 5 2.50 0 0 0 0 

100-200 1.72-3.44 15 8.75 0 0 0 0 
200-300 3.44-5.11 20 12.50 0 0 0 0 
300-400 S.17-6.90 40 19.38 15 3.75 0 0 
400-500 6.90-8.62 70 29.50 30 9.00 0 0 
500-600 8.62-10.35 79 37.75 50 15.83 10 1.67 
600-700 10.35-12.01 79 43.64 55 21.43 20 4.29 
700-800 12.07-13.79 79 48.08 55 25.63 30 7.50 
800+ 13.79+ 79 n.a. 55 35 

(a) 'Old' oil areas currently in production arc: Halibut, Kingfish A and B, Barracouta, Mackerel, South 
Mackerel, West Kingfish, Cobia, Marlin, Snapper, Tuna and Flounder. 

(b) Bream, Perch, Dolphin and Turrum will produce oil subject to the 'intermediate' excise scale. 
(c) 'New· oil areas include: West Kingfish, Fortescue, Snapper, Tuna and Flounder (all currently producing) 

and Whiting, Tarwhinc, Seahorse and Whiptail (not yet producing). 
(d) The first 30 million barrels of crude oil from new projeclS in Bass Strait and on the North West Shelf 

which commenced production from I July 1987 will be exempt from excise. For a medium sized Bass 
Strait field producing, say, 13 kbd of 'new' oil, excise would not be paid until about the sixth year of 
production, after which a top marginal rate of 30% would apply {average rate about 6%). 

(e) Average excise rates ac lhe top of each production range. 
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Maps l and 2, respectively, provide details of the major oil and gas production 
areas in Australia and Esso/BHP's current and prospective production areas in Bass 
Strait. 

Map 1 : Major Oil and Gas Production Areas in Australia 

""'"' * 

O</OAS 
*Proclucl!O!l _,...,. 
GAS 

*Production 

Map 2: ESSO/BHP'S 
Bass Strait Production System Developments 

BARRY BEACH 
MARINE TERMINAL 

i Producing field nU:id&r comtruction ~Prospective field 
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Australian crude oil production is expected to decline over the next decade (see 
chart 2) with the depletion of the main producing area, Bass Strait, which is 
currently about two-thirds depleted. Australian crude oil and condensate production 
reached a peak rate of nearly 547 kbd in 1985-86 but fell to an average rate of 542 
kbd in 1986-87. Export volumes recovered from 87 kbd in 1985-86 to around 99 
kbd in 1986-87. Crude oil import volumes have risen from an average of 107 kbd 
in 1985-86 to around 133 kbd in 1986-87. A further increase in traded volumes is 
expected with the introduction of a free market (see section 6 below). 
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Chart 2: Forecast Total Australian Crude OH Production (a) 

Thousand Barrels per day (b) 
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(a) Production from currently known reserves based on advice from producers. 
(b) Rounded to nearest t~ousand. 
(c) As at June 1987 and includes cominglcd condensate. 
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5. CRUDE OIL ALLOCATION SCHEME 

The Crude Oil Allocation Scheme was introduced in 1965 with the objective of 
guaranteeing a market for domestically produced crude oil through its allocation to 
domestic refiners. The scheme has been modified several times since, especially in 
recent years, and now permits sales to be made outside the allocation process ('free 
market' sales), including for export. These free market sales are transacted at 
market determined prices. rather than at the import parity price. 

Since 1978, all allocated domestically produced crude oil has been sold at an 
import parity price (!PP) set by the Government based on its assessment of the 
price which refiners would be required to pay to import a similar quality crude oil. 
Since l March 1986, the import parity price for Australian crude has been based 
on an average of spot price movements for four Middle East crudes (as a proxy 
for changes in the price of Arab Light), together with allowances for the quality 
differences between indigenous crudes and Arab Light, international and domestic 
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freight rates, wharfage, insurance and an average of recent $US/$A exchange rates. 
Table 3 shows the import parity price for Bass Strait crude oil and marker crude 
oil prices since July 1983. 

Table 3: Import Parity Price for Bass Strait Crude Oil, and Marker Crude Oil 
Prices 

July 1983 .. 
January 1984 
July 1984 .• 
January 1985 . 
Mardt 1985 . 
May 1985 .. 
Jul)'l985{C'). 
September 1985 
January 1986 (d) 
March 1986 (e) 
April 1986 
May 1986 .. 
June 1986 . 
July 1986 
Augus1 1986 . 
September 1986 
October i 986 , 
January 1987 . 
February 1987 
Marc!) 1987 
May 1987 . . 
July 1987 , . 
August 1987 

f\farkcr Crude (a) !PP (b) 

(SUS/barrel fob) 
29.00 
29.00 
29.00 
29.00 
28.00 
28.00 
27.32 
27.62 
27.67 
16.77 
12.55 
11.36 
12.45 
11.09 
8.07 

12.93 
13.70 
15.14 
18.11 
17.57 
17.87 
18.03 
18.68 

($A/barrel 
Westernport) 

36.53 
34.68 
35.36 
36.78 
38.44 
44.97 
44.50 
42.25 
43.71 
27.09 
20.99 
18.90 
20.04 
18.73 
15.75 
24.79 
25.94 
26.05 
30.34 
29.37 
27.82 
27.89 
29.00 

(a) Based on fob price of the Saudi Arabian crude at Ras Tanura, Arab Light, until I March 1986. The 
official price for Arab Light was used untll I May 1985. 

lb) Prices (and excise rates) are set in dollars per kilolitre but, for purposes of comparison, are converted to 
dollars per barrel. 

(c) From I July 1985, calculated as a 50:50 weighted average of the official and spot prices calculated as the 
average or the mid-points for buying and selling reported in Plait's Oilgram Price Report over the latest 
available two wed.ly period in the month preceding the dale of effect of the new lPl'. 

tdJ From I January 1986, 1he price or Ar.ib Light crude oil was calculated on a 20.80 weighted avcr.ige or 
the official and spot prices with spot prices calculated as in footnote {c). 

(e) From 1 March 1986, a proxy for Arab Light consisting or a basket of four crudes has been used. The 
average spot prices for the four crudes were sourced from Platl's Oilgram Price Report for each crude, 
normally over lhe latcsl available two .,.,eek period in the month preceding lhe dale of etrcc! of the lPP. 

6. NEW MARKETING ARRANGEMENTS 

On 21 June 1987, the then Minister for Resources and Energy announced new 
marketing arrangements for crude oil to apply from 1 January 1988. Refiners and 
crude oil producers will be permitted to negotiate freely the quantilies and prices 
of crude oil they buy and sell, without Government involvement. The deregulation 
decision was made on the basis of assurances from oil refiners that they will 
continue to lift the output of the very small oil producers (producing up to 5 kbd) 
in a timely manner and at fair market-related prices. Oil refiners also gave assur
ances that there will be no closures of refineries as a result of deregulation and they 
will be maintaining their existing arrangements for Australian flag shipping. 

The new marketing arrangements require a change in the basis for calculating 
crude oil excises. Previously, the IPP was used for sales under domestic allocation 
arrangements, while excise on exports has been calculated on realised prices. A 
system based on realised prices will be used for all crude oil excise calculations 
from 1 January 1988. 
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7. PETROLEUM PRODUCT EXCISES 

Petroleum product excises have provided an increasing share of total Common
wealth revenue from taxes specific to petroleum, accounting for some 68% in 
1986-87. Changes in the rates for motor spirit (petrol) and automotive distillate 
(diesel) since 1983 are set out in Table 4. 

Table 4: Excise Rates for Petrol and Diesel from 1 July 1983 
Cents per litre 

1983-84 I Jul 22 Aug 2 Feb 
7.155 9.027 9.397 

1984-85 2 Feb 
9.641 

1985-86 2 Aug 4 Feb 15Mar 17 Apr 17May 14 Jun 
10.007 10.437 15.766 18.388 19.200 18.822 

1986-87 18 Jul I Aug 16 Aug 19 Aug 13 Sep 160ct 
19.240 20.010 20.884 23.884 20.185 19.706 
17Jan 4 Feb 14 Feb 14 Mar 16 May 
19.655 20.756 18.720 19.150 19.840 

1987-88 18Jul 15 Aug 
19.808 20.097 

Since August 1983, the excise rates have been indexed each six months based 
on movements in the CPI. On 13 March 1987, the Prime Minister pledged that the 
Government will restrict the increase in excises which would otherwise have 
occurred at the next two half-yearly indexation adjustments to a total of around 
6%. At the first of those adjustments in August 1987, excise rates were increased 
by 3.5%, the same as the CPI rise in the March and June quarters of 1987; the 
February 1988 adjustment will be such as to limit the combined adjustment to 
around 6%. 

Since April 1986, the revenue effects of changes in crude oil excise and royalty 
due to adjustments in import parity prices (but not other factors) have been olfset 
by discretionary changes in the excise rates on petroleum products. 

8. PETROLEUM PRODUCTS PRICING AND FREIGHT SUBSIDIES 

The Prices Surveillance Authority (PSA) endorses maximum wholesale prices 
for petrol, distillate, aviation fuels and refinery produced LPG. For products other 
than LPG the PSA sets a uniform maximum base price at refinery capital cities1 to 
which State government franchise fees and any premia for State low lead require
ments are added. The PSA also sets freight differentials which represent the cost of 
moving product to country areas, and buyer category differentials for sales made by 
oil companies to certain categories of purchasers. 

Table 5 shows the PSA endorsed maximum wholesale base prices of super grade 
petrol for the capital cities since August 1984, when the present approach to pricing 
commenced, and the capital city differential applicable as at 1 June 1987. 
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] ~a~ ~ I~ ~ Freight differentials for motor spirit, automotive distillate and aviation fuels are 

5 calculated for about 4000 country locations recognised by the Australian Customs 
Service as retail sites, remote locations or safe anchorages for the purposes of the 

i:' ~NO Petroleum Products Freight Subsidy Scheme. The freight differentials calculated by 
::;: ~~~ c the PSA are used in the determination of subsidies under that scheme. The scheme 

1 111 I provides a subsidy on freight costs for these fuels, above a set margin (from 
ll 

1 
22September 1987 of 10.2 cents per litre) which is indexed to the CPI. The cost 

~ ~~g 
'4~~ of the Petroleum Products Freight Subsidy Scheme in 1986-87 was $16m. 

:t 

~ I 11 I .s 9. LPG PRICING AND EXCISE 

~ ~~~ ~ The Commonwealth also sets wholesale prices for both naturally occurring and 
~~o ;g ~~~ 8. refinery produced LPG for automotive and traditional industrial, residential and 

~ commercial uses. Prices for exports, petrochemical and other uses are determined 

~ :2~8 ~r-~ ~ on the basis of negotiations with the producers. New price setting arrangements 

I :< ~ ~~~ ~~;;; ,..: :;; were introduced on 1 November 1986 to apply until 30 September 1988. Under the 
0 new arrangements an administered wholesale price is determined on I April and 

c 

~~~ j I October each year at $20 a tonne above the average export price of Bass Strait 

"' propane for the six month period to end-February and end-August respectively. 

:2 ;;;;;:; ' ~ " 
i 

NO g Excise is not payable on naturally occurring LPG produced from fields which 

8 ~=:~ -~ 
first commenced production after 16 August 1977 and from pools discovered after 

Nro~ 17 August 1976. The excise rate is determined on 1 April and 1 October each year, v~v 

Q based on negotiated prices and quantity weights over the same six month period as 

" 
u .s for the pricing arrangements, and the administered wholesale price determined for 

~ :E:2::~ 
~ :E~ I l 

~ ~ 
~~~~ ~ 8.. ~ . the next six month period. The formula for the excise rate is 60% of the excess of 

-e ~ ~ ~ the weighted average of domestic and export prices over $147 per tonne. 
.... <.'.! ~ The administered wholesale prices, export parity prices and excise rates for 

~ 8 ~"q 
00 

~ 
" 

~~~ ~ e ~~I 
naturally occurring LPG from July 1984 to September 1987 are shown in Table 6. ... " ~ E 

:! c i ,g Table 6: LPG Prices and Excise Rates "' c.:i 
k N~~ 

..., 
} 8. ~~~ ~ Administered Average 

"' i ~ 
Wholesale Expo re Ex.else 

"' i ~~I ~ 
Date Price (a) Price {b) Rate (c) - ::! ...;o Q ff N~M 

~ ~ 1: < ~~~ From: per tonne per lonnc: ptr 1onnc 

if 15 ~ 
s s s 

1: \.7.84 244.75 260.80 68.61 

~ ]! 1-~ tf 
C' 

1.10.84 240.59 283.52 64.66 
~- l =i ~i:;j 

~ 
1.4.85 253.34 310.90 68.29 

a 

f 
1.10.85 262.21 307.36 94.13 

"' .§ c; 1.4.86 269.55 173.41 95.04 

>< .c 1.10.86 267.41 162.96 JS.SI 

i ~ 

·I 
1.11.86 214.18 168.58 28.28 

i 
s l.4.87 to 30.9.87 184.02 180.74(d) 9.84 
"' s 

·~:a Q ·a (a} Administered wholesale pricC5 for Bass Strait propane at Long Island Poinl. ... ·e c I ii! ::0 ~~~ 
(b) Average for period. 

.;; 
~3~ 

(c) Approximate dollars per 1onnc: C<1nvcrsion of excise rates, which arc set in dollars per kilolitre . 

:ii 
~~~ 

~ 
(d) For period to end-June 1987. 

ro~ro ..;..;.,,o g~~ 
[! ~~~ £.s&: ~ 
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Introduction 

This Statement compares the 1986-87 Budget outcome with the 1986-87 Budget 
estimates, and comments on the reasons for major variations. Details on the 
financing of the Commonwealth budget deficit iii 1986-87 and analysis of the 
implications for domestic liquidity and for holdings of Commonwealth Government 
Securities are described later in this Statement. Appendix 3 to this Statement 
provides detailed information on fringe benefits taxation revenue collected in 
1986-87. 

Summary 

The aggregate budget outcome for 1986-87 was as follows: 

Table 1: Budget Outcome 

1985-86 1986-87 Change in 1986-87 Actual 

Over 
Ovi:r 1986-87 Budget 1985-86 

Budget Estimate Actual Estimate Actual Actual 

Sm Sm Sm % Sm % 
Ou I lays 69918 74765 74899 7.1 134 0.2 
Revenue. 64193 71262 72184 12.4 922 1.3 

Deficit. 5726 3503 2716 -788 

°""'"" Deficit. 3587 
Domestic 

4308 3936 -372 

Deficit(+) /Surplus{~) 2138 -sos -1220 -416 

NOTE: The outlays and revenue outcomes for 1986-87 dilfcr slightly from those shown in the Statement 
of Commonwealth Financial Transactions issued on 31 July 1987 due to classification changes 
introduced in the 1987-88 Budget. Details of these changes are provided in Statement No. 8 of 
Budget Paper No I. 

The most notable feature of the 1986-87 outcome was a deficit significantly 
lower than budgeted. This was mainly the result of strong growth in income tax 
revenue, largely in the other individuals category. Outlays growth was only slightly 
stronger than budgeted, with a disproportionate contribution in this direction coming 
from public debt interest. A tabular comparison of budget estimates and outcomes 
for the past JO years is provided in Appendix I. 

The domestic and overseas components of the deficit outcome are shown in the 
table above. Further details on the main components of the overseas budget deficit, 
on a quarterly basis, are provided in Appendix 2. 

The table on the next page shows the budget aggregates as percentages of GDP 
for the past three years. 
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Table 2: Budget Aggregates as Percentages of GDP 

1984-85 1985-86 1986-87 

% % % 
Outlays • 29.7 29.l 28.3 
Revenue 

24.3 24.8 - Ta:c 24.4 
- Non-ta; 2.1 2.4 2.5 
- Total 26.5 26.7 27.3 

Deficit 3.1 2.4 1.0 

Budget Outlays by Function 

Aggregate outlays in 1986-87, at $74 899m, were 7.1% higher than in the 
previous year and 0.2% above the budget estimate. Outlays were 28.3% of GDP in 
1986-87, some 0.8 percentage points lower than 1985-86 and the lowest ratio since 
1981-82. In real terms, outlays declined by 0.8%, the first such decline since 
1979-80. 

Table 3 compares budget outcomes for 1986-87 with those for 1985-86 and also 
with the 1986-87 Budget estimates on a functional basis. Table 4 provides a more 
detailed reconciliation between 1986-87 Budget estimates and outcomes. In catego
rising variations between the estimates and outcomes, Table 4 identifies the re
sponses to influences such as changes in economic and program activity. It also 
demonstrates the Government's effort to contain a potential outlays overrun, iden
tified early in the financial year, by restricting additional outlays to essential and 
unavoidable new policy whilst quarantining fortuitous savings and achieving addi
tional savings through cuts, particularly in Defence and Administrative Services 
outlays. 

Budget estimates are generally based on forecasts of economic conditions and 
client numbers and some departures from forecasts usually occur. In terms of 
economic parameters, higher than assumed interest rates through the year contrib
uted some $220m towards a public debt interest overrun, whilst a higher than 
expected CPI movement saw payments to the States and the Northern Territory 
overrun by $103m. However, a strengthened exchange rate saved $118m in Defence 
which was offset to the extent of $68m by other parameter revisions (giving a net 
reduction of $50m). Significant variations due to program parameter changes, 
relative to budget time assumptions, brought about underspends of $139m and $66m 
in unemployment benefits and age pensions respectively. 

In net tenns, post-budget Government decisions resulted in savings of some 
$2m, a significant achievement considering the inevitability of continuing pressures 
for new policy outlaysc The largest savings decision was a cut in the real allocation 
for Defence saving $68m. New policy decisions added $89m in total. 

Slippage of budgeted measures resulted in two largely offsetting effects on 
outlays. A delay in the transfer of some of the activities of the Defence s.ervice 
Homes Corporation to the private sector added $36m to outlays, and cessation of 
work on the Australia Card reduced outlays by $34m. 
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Detailed explanations of the variations in each of these categories and of thooe 
in the 'Other' category in Table 4 (which includes, inter alia, variations due to 
delays and deferrals in expenditure on civil works and equipment purchases esti
mated at some $45m) are contained in the following functional explanations. 

Table 3: 1986-87 Budget Outlays by Function 

I. Defence. 
2. Education 
3. Health •.•...• 

~: ~~~ln~ccua~~ 8cto~~~~~~Y A~eniti~ 
(nee) ..•... 

6. Culture and Recreation • 
1. Ee-0nomicSt:rviccs 

A. Transport and Communication • • 
B. Industry Assistance and Development 
C. Labour and Employment 
D. Ocher Economic ScrvictS 

Total Economic Services. 
8. General Public Services 

A. Legislative Services •... 
B. Law, Order and Public Safety , • 
C. Foreign Affairs and Overseas Aid. 
D. General and Scientific Research 
E. Administrative Services . 

Tola! General Public Services . 
9. Not Allocated to Function 

A. Assistance to Other Governments 
(nee) •.••.. 

B. Public Debt Interest . 
C. Contingency Reserve . 

Total Not Allocated to Function , 

TOT AL OUTLAYS . 

1985-86 1986-87 

Budget 
Estimate 

Actual (a) Actual 

Sm 
6673 
4915 
6870 

19144 

1474 
905 

1795 
1425 
I 041 

227 

4487 

348 
472 

1325 
486 

2178 

4809 

13587 
7055 

(b) 

20642 

Sm 
7415 
5204 
7329 

20709 

1631 
956 

1703 
1246 
I 085 

233 

4267 

478 
523 

1306 
519 

2459 

5285 

14328 
7515 

125 

21969 

Sm 
7209 
5216 
7499 

20533 

1673 
949 

1669 
1180 
I 031 

267 

4147 

474 
520 

1302 
521 

2496 

5314 

14437 
7923 

(b) 

22360 

69 918 74 765 74 899 

Change in 1986-87 Actual 

Over 
1985-86 

Actual 

Over 1986-87 
Budget Estimate 

% $m % 
8.0 -207 -2.8 
6.1 II 0.2 
9.2 170 2.3 
7.3 -175 -0.8 

13.5 42 2.6 
4.8 -8 -0.8 

-7.0 -33 -2.0 
-17.2 -66 -S.3 
-1.0 -54 -5.0 
17.6 33 14.3 

-7.6 -121 -2.8 

36.4 -3 -0.7 
10.2 -3 -0.6 

-J.8 -4 -0.3 
7.3 2 0.4 

14.6 38 l.5 

10.5 

6.3 
12.3 

8.3 

7.1 

29 0.6 

108 0.8 
408 5.4 

-12s -100.0 

391 1.8 

134 0.2 

{a) The 1986-87 estimates differ from those published in the 1986-87 Budget papers due to c\assitication 
changes inzroduced ln !he 1987-88 Budgel. 

(b) Actual requirements have been allocated to the relevant functions. 
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Table 4: Reconciliation of 1986-87 Actual Outcome with Budget Estimates 

I. Defence 
2. Education 
3. Health • , . , 
4. Social Security and 

Welfare, ....• 
5. Housing and Community 

Amenities (nee) .• 
6. Culture and Recreation 
7. Economic Services 

A. Transport and Com· 
munication . , .. 

B. Industry Assistance 
and Development • 

C. Labour and Employ· 
ment ....•. 

D. Other Economic Serv
ices 

Tola! Economic Serv-
ices .• , . 

8. General Public Services 
A. Legislative Services 
B. Law, Order and Pub-

lic Safety • , 
C. Forcign Affairs and 

OverscasAid ..• 
D. General and Scientific 

Research 
E. Administrative Serv

ices 

To!al General Public 
Services •.. 

9. Not Allocated to Function 
A. Assistance lo Other 

Governments (nee) 
8. Public Debt Interest 
C. Conlingency Reserve 

Total Not Allocated to 
Function • 

TOT AL OUTLAYS 

Parameter 
Changes 

(a) 

Sm 
-so 

16 
26 

-175 

-II 
I 

-45 

-32 

-7 

-6 

103 
388 

-57 

434 

203 

Post-Budget Decisions 

Now 
Policy Saving!l 

Sm 

2 
18 

23 

31 

20 

31 

89 

Sm 
-68 

-16 

-2 

-s 

-s 

-91 

(a) lncludcs economy-wide and program·spccific parameters, 
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Slippage of 
Budge led 
Measures 

Sm 

36 

-53 

-53 

-8 

O!her 

Sm 
-89 
-7 
137 

-6 

16 
-II 

-38 

-75 

-9 

-120 

-3 

-6 

-17 

86 

62 

6 
20 

-68 

-42 

-59 

Total 

Sm 
-207 

II 
170 

-175 

42 
-8 

-33 

-66 

-54 

33 

-121 

-3 

-3 

-4 

38 

29 

108 
408 

-125 

391 

134 



Defence (down $207111 or 2.8%) 

Lower than estimated outlays can be attributed substantially lo a combination 
of the post-budget decision to reduce the real allocation for defence, savings to 
offset a shortfall in receipts from the sale of certain surplus defence materiel and 
equipment recorded under the Administrative Services function, and favourable 
movements in the exchange rate. Consequently, there were significant savings on 
equipment payments ($129m) on a range of projects, such as the purchase of 
Seahawk helicopters, the F/A-18 fighters and the Australian Frigate Project. In 
addition, a $59m reduction in Defence administrative outlays reflects, in large part, 
the lower than expected FBT payments-the reduction on this account is matched 
by a corresponding increase in outlays under the Administrative Services function 
(in respect of the Treasury portfolio), since FBT revenue from Government 
departments is recorded as an offset within outlays under that functional heading. 
Higher than expected workforce reductions at Government defence factories and 
dockyards contributed to a fall of $I 9m in defence industrial capacity. Partly 
offsetting these savings was an overspend of $8m emanating from price increases 
associated with payments made by a number of defence science and technology 
establishments, mainly on equipment and stores items (primarily computer 
equipment). 

Education (up $llm or 0.2%) 

This increase on budget estimates is the net effect of higher than expected cost 
movements in recurrent and equipment expenditures impacting upon tertiary edu~ 
cation grants ($24m), particularly higher education ($16m), and of a fall of $16m 
in student assistance which mainly reflected fewer than estimated student claimants 
for benefits under AUSTl!DY (introduced from I January 1987) and for the 
Isolated Children's Assistance Scheme. 

Health {up $170111 or 2.3%) 

A number of significant overspends occurred during 1986-87, notably in phar
maceutical benefits ($76m), hospital services for veterans ($42m), nursing home 
benefits ($30m), nursing home assistance ($25m) and home and community care 
($9m). 

Higher than estimated outlays under the Pharmaceutical Benefits Scheme mainly 
stemmed from a reduction in processing times, increased volume of drug purchases 
by patients prior to the increased charges and delisting of items applying after l 
November 1986; and higher than expected average prices reflecting, inter alia, 
increased prescribing of expensive drugs including some newly listed items and drugs 
on which prescribing restrictions had been lifted. Higher bed day charges in public 
and private hospitals treating veterans ($16m), the transfer of salaries expenditure 
to veterans' hospitals from the Social Security and Welfare function ($19m), and 
the lower than expected receipts recovered from privately insured veterans treated 
in Repatriation General Hospitals ($Sm) were responsible for the overspend in the 
veterans' hospital program. Veterans' nursing care was up $6m. The increase of 
S30m in nursing home benefits reflects, inter alia, variations in the Nursing Horne 
Award ($9m) (applicable in NSW and Victoria), the partial lifting of the freeze 
imposed on non-government nursing homes in Victoria, SA and the NT from 
November 1986 ($6m), nursing home fee levels increasing by larger amounts than 
estimated ($6m) and the generally higher than expected occupancy levels nation
wide ($8m). 
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About half of the overspend on nursing home assistance can be attributed to 
increased nursing awards in NSW, Victoria and WA. Some provision had been 
made in the Contingency Reserve (see below) in anticipation of these award 
increases. The increase of $9m in home and community care relates mainly to 
movements in nurses awards and the introduction of the NSW Home Care Award. 
This was partly offset by an underspend in the Social Security and Welfare 
function. 

Offsetting the above increases in this function was the $!Om lower than budgeted 
advance to the Health lnsumnce Commission as a result of the change in the 
apportionment of administrative costs between Medicare and Medibank Private 
($6m) with the balance due to lower than expected volumes of Medicare claims 
processed and salary costs. There was also a $!Om decrease on the budget estimate 
for health program grants caused by the lower than expected number of private 
hospitals receiving Commonwealth temporary special assistance (following the abo
lition of the private hospital bed day subsidy) and a reduction of $6m in veterans' 
pharmaceutical services (non-institutional care) following the transfer of war wid
ows' and service pensioners to the pensioner category of the Pharmaceutical Benefits 
Scheme. 
Social Security and Welfare (down $/75m or 0.8%) 

Lower than estimated beneficiary numbers and average rates of payment for 
unemployment benefit recipients ($139m) and age pensioners ($66m), were the 
most significant contributions to the underspend in this function. 

Other significant sources. of underspends included lower service pension numbers 
($14m), lower beneficiary numbers on disability pensions and allowances ($8m), a 
lower than estimated average rate of payment for widows' pensions and allowances 
($1 !m) and supporting parents' benefits ($3m), lower than expected claims for 
telephone rental and postal concessions ($6m) and underspends of $20m on chil
dren's services programs, $2m in handicapped child's allowance, and $4m on home 
and community care. 

Significant underspends were also recorded in general administration outlays in 
the Department of Social Security ($12m) and Veterans' Affairs ($20m), the latter 
largely due to the transfer of salaries expenditure to veterans' hospitals under the 
Health function (referred to earlier). 

The higher than expected number of, and average rate of payment for, invalid 
pensioners ($18m), sickness beneficiaries ($19m) and recipients of special benefits 
($17m), the higher than expected number of recipients of supporting parents' 
benefits and allowances ($7m), an overspend of $16m on family allowances (largely 
due to revision of the savings associated with a 1985-86 initiative which removed 
eligibility for family allowances for 18-24 year olds) and a $3m above-budgeted 
increase in the rehabilitation services program, partly offset the above underspends. 
The greater than expected cost of the June 1987 indexation for relevant pensions 
and benefits also partly offset the underspends. 

Housing and Community Amenities (nee) (up $42m or 2.6%) 
The increase over the budget estimates principally arose out of the deferral of 

the transfer of the Defence Service Homes Corporation (DSHC) to the private 
sector ($36m), necessitating an extended program of loans by the DSHC. Other 
factors were a fall in expected revenue from land sales in the ACT ($14m), a 
reduction in the number of early discharges of defence service homes mortgages 
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($8m) and a $3m increase in insurance claims under the DSH insurance program 
following a series of major storms in Sydney. 
. Offsetting reductions occurred in the First Home Owners Scheme ($9m), refiect
mg fewer than estimated applications (marginally offset by the March 1987 govern
ment decision to increase the income limits), and the slower than expected· progress 
in ?egoti~ting satisfactory agreements under the Rainforest Conservation Program, 
mainly with Queensland and Tasmania ($6m). 

Culture and Recreation (down $8m or 0.8%) 
Little net departure from estimates occurred in this function. A $13m payment 

to the ABC, primarily for the purchase of the Samuel Taylor site by the ABC 
($7m of which was fully offset by receipts recorded in the Administrative Services 
function) and for its Management Initiated Redundancy Scheme, acted to increase 
outlays above budgeted estimates. Underspends of $8m and $Sm within the War 
Memorial and the Commonwealth-State Bicentennial Commemorative Program 
respectively are expected to be made up in 1987-88 and future years. 

Transport and Communication (down $33m or 2.0%} 
The main reason for the lower than estimated outlays was the $27m underspend 

on air transport programs, attributable to contractual delays in the acquisition of 
equipment ($!Im), reductions in operational and administrative expenses ($9m), 
works and transfers not proceeding at the initially assessed rate under the Aero
drome Local Ownership Plan ($7m), and a larger than expected increase in revenue 
from airport rentals and business concessions ($4m) offset by lower revenue from 
air navigation charges ($Sm). Other contributing factors included a saving of $4m 
arising from the improved trading performance of The Pipeline Authority, enabling 
the Authority to avoid drawing an advance during the year and increase payments 
or advances outstanding, and $3m saved on communication programs. Finally

1 
an 

increase in roadworks in the ACT resulting from a faster rate of progress in 
roadworks associated with the new Parliament House ($3m) was offset by the 
delayed purchase of buses for use in the ACT ($4m). 

Industry Assistance and Development (down $66m or 5.3%) 
Variations from budget estimates occurred in a number of programs under this 

function. The major items contributing to a reduction on estimates included: the 
$27m proceeds from the winding up of the British Phosphate Commissioners (not 
foreseen at budget time); a $9m prepayment to the Commonwealth by the South 
Australian Oil and Gas Corporation in respect of its prior purchase of petroleum 
interests in the Cooper Basin (SA); subsidy payments under the Subsidy (Cultiva
tion Machines and Equipment) Act 1986 reflecting lower levels of production of 
eligible equipment ($12m); claims under the Australian Industrial Research and 
Development Incentives Scheme ($8m); outlays under the National Energy Re
search, Development and Demonstration Program ($8m); outlays under the Petro
leum Products Freight Subsidy Scheme ($8m) as a result of reviews of freight 
charges by the Prices Surveillance Authority and the impact of indexing the 
consumer paid margin to the CPI; and finally, outlays on the heavy engineering 
assistance programs introduced in the 1986-87 Budget ($7m). 

The above reductions from budget estimates were offset by higher than expected 
payments on textile yarn bounties ($16m), fertiliser subsidies ($9m), steel industry 
assistance ($3m), and the Commonwealth's contribution to wool promotion ($3m); 
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a $2m payment to the Leighton/MTA Consortium and an unanticipated $2m 
payment by the Commonwealth of a claim under the national interest provisions of 
the Australian Trade Commission Act 1985. 

Labour and Employment (down $54m or 5.0%) 
An underspend of $3Sm on training programs accounted for most of this fall, 

of which $21m can be credited to the slower than expected rate of youth traineeship 
commencements and $Sm to the lower than budgeted levels of demand for labour 
adjustment training arrangements for workers retrenched from the motor vehicle 
and steel industries. The unexpectedly law take-up by retrenchees, together with a 
lower than estimated expenditure on skills enhancement programs under the Heavy 
Engineering Adjustment Package contributed $Sm to the underspend total. 

Other Economic Services (up $33m or 14.3%) 
The increase over the budget estimate was largely the result of a separate 

payment of $17m to South Australia for water quality improvement projects. Other 
variations included the increased operating costs incurred by the NT Electricity 
Commission ($Sm) caused by world oil price increases, $Sm for accelerated con
struction activity levels at the Channel Island Power Station and the post-budget 
decision to provide an additional capital injection to the Snowy Mountains Engi .. 
neering Corporation ($6m). 

Legislative Services (down $3m or0.7%) 
The variation is mainly attributable to the combined effects of reduced staffing 

requirements and salaries payments for the Joint House Department and electorate 
office staff ($2m), and reductions in expenditure on certain administrative items 
($7m) such as the deferred purchase of smallwares for the new Parliament House, 
reduced FBT liability, and the deferral of implementation of the electorate office 
automation program, partly offset by greater than expected progress on construction 
of the new Parliament House ($5m). 

Law, Order and Public Safety (down $3m or 0.6%) 
The small decrease is primarily attributable to a fall in the expected require

ments by the States for legal aid ($!Om) offset by an increase in the running and 
associated costs resulting from a four month delay in the merger of the Australian 
Legal Aid Office (NSW) with the NSW Legal Aid Commission ($7m). 

Foreign Affairs and Overseas Aid (down $4m or 0.3%) 

The decrease for this function is the net result of a number of significant 
offsetting variations. The major increases included supplementation of the aid vote 
by $16m (in the context of winding up the British Phosphate Commissioners) of 
which $8m was designated as a contribution to the Tuvalu Trust Fund and $7m 
was for the Solomon Islands post-cyclone reconstruction and the partial restoration 
of planned reductions in South Pacific aid and an additional $4m expenditure on 
food aid following Government approval to adopt a I: I distribution between 
multilateral and bilateral food aid which was fully offset by reduced expenditure 
elsewhere in the global aid vote. There was a net fall of $I 4m in the overseas 
property services program. Reductions arising from favourable exchange rate move. 
ments ($Sm), an over-estimate of rental and associated utilities requirements of 
overseas property ($6m) and slow progress on the Australian embassy in Beijing 
($6m) were partly offset by lower revenue for services provided to Austrade. 

34S 



General and Scientific Research {up $2m or 0.4%) 
The small increase is the net result of increased capital works by the CSIRO 

($4m) being partly offset by the deferral of capital works and services ($2m) 
administered by the Australian Nuclear Science and Technology Organisation (for
merly the AAEC). 
Administrative Services (up $38m or 1.5%) 

The increase reflects a number of significant offsetting movements. The fall in 
FBT revenue payable by departments whose administrative expenditure is classified 
to other functions (particularly Defence-see earlier explanation) and budget sector 
authorities ($70m) following post-budget amendments to legislation (in particular, 
the exemption of removal/relocation expenses); the large increase in the number of 
tax cases resolved by the AAT and the consequent interest incurred upon repayment 
($22rn); slippage in sales of some surplus defence materiel and equipment ($19m) 
(which was however offset by a reduction in Defence outlays); and the higher than 
expected number of lump sum superannuation payments ($29m) on retrenchments, 
all contributed to the overspend. 

Largely offsetting underspends resulted from the reduction of $45m in domestic 
loan flotation expenses due to fewer new overseas borrowings at cheaper than 
expected rates; cessation of work on the Australia Card ($34m); the decision of the 
AIDC not to take up an optional loan guarantee ($3m); better than expected 
revenue associnHd with the sale of inner city rehabilitation centres ($3m); and sale 
of other surplus Commonwealth property assets ($9m). 

Assistance to Other Governments (nee) (up $108m or 0.8%) 
Assistance to other governments was $108m higher than budgeted, mainly as a 

result of increased financial assistance grants ($89m) and identified health grants to 
the States ($14m) caused by the actual increase in the CPI in the year to the 
March quarter 1987 being higher than expected at budget time. Natural disaster 
relief assistance was $12m higher than budgeted, reflecting higher than expected 
claims, mainly in respect of the damage caused by cyclone Winifred in Queensland 
(February 1986) and by the August 1986 floods in the greater Sydney area. These 
increases were partially offset by a $1 m fall in the financial assistance grant to the 
NT resulting from its relative population growth rate being less than estimated at 
budget time and a reduction of $Sm in assistance to South West Tasmania, 
comprising a $4m shortfall in claims for employment generation projects and a 
revision of the price index used to calculate the electricity subsidy. 

Public Debt Interest (up $408m or 5.4%) 
Public debt interest payments were higher than the budget estimate, primarily 

because of larger than expected sales of Treasury Notes and higher than assumed 
Treasury Note yields (volume and yield effects having about equal weighting). 
Volume effects in part reflected the larger than expected budget deficit in the early 
part of the financial year. Slightly higher interest payments on overseas debt 
contributed marginally to the overrun. 

Contingency Reserve 
An allowance of $125m was made in the budget for contingent salary and 

related increases in outlays. About half of this allowance was not required; the 
remainder was distributed across the relevant functions whenever increases were 
awarded. As a consequence, the function showed a decline of $125m against budget 
estimates. 
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BUDGET OUTLAYS BY ECONOMIC TYPE 

The following table summarises variations in the 1986-87 outcome from budget 
estimates on an economic type basis. Variations are discussed below. 

Table 5: Budget Outlays by Economic Type 

CURRENT OUTLAYS 
Current Outlays on Goods and Services

Dcfence: 
Salaries .. 
Non-Salary. 

Non-Defence: 
Salaries .. 
Non-Salary, 

Sub-Tola\, , ..... 
Current Transfer Paymcnls

lntcrcst, 
Subsidies , . . . . . 
Personal Benefit Payments. , 
Grants to non-Profit Institutions. 
Transfers to non-Budget Sector , 
Grants to Other Governments 
TransfcrsOvcrseas . 
Other Transfers nee . 

Sub-Totul, 

TOTAL CURRENT OUTLAYS. 

CAPITAL OUTLAYS 
Capital Otdlays on Goods and Land 
Capital Transfer P:iyments-

Trans(ers 10 the Commonwi:u!th non
Budget Sector ..... 

Grants to Other Governments 
Grants to Other Sectors 

Sub-Total, , .. 
Advances Paid (net)

Commonwealth non-Budget Sector . 
Olher Gov~rnmcnts. 
Other Sectors. 

Sub-Total. 

TOTAL CAPITAL OUTLAYS 

TOTAL OUTLAYS . 

1985-86 1986-87 

Budget 
Actual Estimate Actual 

Sm 

2523 
4094 

3401 
2652 

12669 

709{) 
1323 

22358 
881 

1856 
17757 

806 

52072 

64741 

370 

429 
3247 

331 

4007 

-102 
786 
115 

800 

5177 

69918 
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Sm 

2623 
4738 

3160 
2931 

14053 

7549 
1095 

24132 
1048 
1879 

19216 
769 

55687 

69740 

452 

572 
3227 

307 

4106 

-125 
535 
58 

468 

5026 

74765 

Sm 

2610 
4544 

3651 
2900 

13705 

7978 
I 061 

24085 
I 029 
1889 

19331 
783 

56157 

69862 

386 

580 
3249 

298 

4127 

-122 
546 
101 

525 

5038 

74899 

Change in 1986-87 Actual 

Over 
1985-86 

Actual 
Over 1986-87 

Budget Estimate 

% Sm % 

3.4 -13 -0.5 
11.0 -194 -4.1 

7.3 -l09 -2.9 
9.3 -33 -I.I 

8.2 -349 -2.5 

12.5 430 5.7 
-19.8 -34 -3.1 

7.7 -47 -0.2 
16.s -19 -1.s 
1.8 10 0.5 
8.9 115 0.6 

-2.8 15 1.9 

7.8 470 0.8 

7.9 121 0.2 

4.2 -67 -14.7 

35.2 8 1.4 
0.1 22 0.7 

-10.0 -9 -2.8 

3.0 22 -0.5 

19.8 3 -2.6 
-30.5 II 2.1 
-12.4 43 75.1 

-34.3 58 12.3 

-2.7 13 0.3 

7.1 134 0.2 



Current Outlays 

The 0.2% increase in current outlays was the result of offsetting variations in 
current outlays on goods and services and current transfer payments. The under
expenditure of $349m (2.5%) on current outlays on goods and services was mainly 
attributable to the delay in the effective date of the national wage case decision, 
lower than expected payments from the flow-on of nurses' award increases and 
lower than estimated payments on defence equipment purchases. 

The above under-expenditure was more then offset by over-expenditure of 
$470m (0.8%) in current transfer payments mainly reflecting the overrun in Public 
Debt Interest. 

Capital Outlays 

The 0.3% increase on budget estimates for capital outlays was largely the net 
result of offsetting variations in Capital Outlays on Goods and Land and in Net 
Advances Paid. The under-expenditure on goods and land mainly reflects the 
proceeds from the winding up of the British Phosphate Commissioners (see expla
nation under the Industry Assistance and Development function). A separate 
payment to South Australia for water quality improvement projects was mainly 
responsible for the over-expenditure on capital transfer payments (see explanation 
under the Other Economic Services function). The over-expenditure in Net Ad
vances Paid mainly reflects the delay in the transfer of some of the activities of the 
Defence Service Homes Corporation to the private sector (see explanation under 
the Housing and Community Amenities function). 

348 

BUDGET REVENUE 

Details of 1986-87 Budget revenue, compared with the budget estimates and 
collections in 1985-86, are provided in the table below. 

Table 6: 1986-87 Budget Revenue 

1986-87 Change in 1986-87 Actual 

Taxation Rc\l'cnuc
lncome Tax-

Individuals-
Gross PA YE (a) . 
Refunds (a) 

Net PAYE. 
Other (a) ... 
Medicare Levy (b) , . , . , 
f'mcrjbcd Payments .Syslem {c) . 

T<Nal Individuals 
Companies ..• 
Withholding Tax . • 
Fringe Benefits Tax. 

Total Income Tax . 
Sales Tax . 
Excise Duly-

Crudc Oil and LPG . . 
Petroleum Products (d) • 
Other (d) . 

Customs Duly
lmports, . 
Coal Exports . . . . 

Bank Account Debits Tax . 
ACT Taxes and Charges , . 
Other Taxes, Fees and Fines . 

o.,,,, 
Budget 1985-86 

Ac!md Eslimalc Actual Actual 

lm Sm Sm % 

27 515 30 245 30 657 I I .2 
2385 2430 2520 5.1 

25189 27815 28 136 11.7 
5 695 6 530 7 457 30.9 
1335 1645 I 715 28.5 
;i; 750 765 48.6 

32 734 36 740 38 074 16.3 
6111 7025 6714 9.9 

562 700 639 13.8 
325 S3S 

39 408 44 790 45 962 16.6 
5728 6434 6348 10.8 

4019 1316 2062 -48.7 
2813 5576 4666 65.8 
2373 2634 2557 7.7 

3282 3276 3237 -1.4 
S7 60 52 -J0.2 

202 260 261 29.0 
150 173 185 22.6 
366 366 357 -2.5 

To1al Taxation Revenue , 58 399 64 885 65 685 12.S 

3.3 
25.0 

Non-Tux Revenue 
Interest. . . . • . . . . 3446 3503 3560 
Rent, Dividends and Royalties • • • • 2 347 2 872 2 934 
Miscellaneous Revenue from Common. 

weahh Enterprises 

Total Non-Tax Revenue . 5 793 6 377 6 498 12.2 

TOTAL REVENUE . 64 193 71 262 12 184 12.4 

(o) Excludes an estimated amount or Medicare levy, listed separately, 

Over 1986-87 
Budget Estimate 

Sm % 

412 IA 
90 3.7 

321 J.2 
927 14,2 

70 4.3 
15 2.1 

I 334 3.6 
-311 -4.4 
-61 -8.7 
210 64.7 

I 172 2.6 
-86 -1.3 

746 56.7 
-9!0 -16.3 
-77 -2.9 

-39 -1.2 
-8 -14.I 

1 0.3 
12 6,8 

-9 -2.5 

800 

51 
62 

121 

922 

1.2 

1.6 
2.2 

1.9 

1.3 

(b) Medicare levy is not separately identified at the point or collection: these figures are therefore es1imales. 
(r) Includes in 1986-87 an estimated S50m collected from companit10 under the prescribed payments system. 

The equivalent figure in 1985-86 was S28m. 
(d) Includes-a$ an offsel-refunds/drawbacks of excise lo eligible users. In the 1986-87 Budget documen1a0 

tion, refunds/drawbacks were categorised as an offset against 'ocher' excise only, notwiihslanrling a 
substantial petroleum products excise component, The new classification, whereby refunds/drawbacks are 
offset as appropriate against petroleum products and 'ocher' excise, has been carried lhrough 10 !he '1985-
86 actual' and '1986-87 Budget estimate' figures. 
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Aggregate revenue in 1986-87, at $72184m, was 12.4% higher than for the 
previous year and 1.3% above the budget estimate. Revenue was 27.3% of GDP in 
1986-87, compared with 26.7% in the previous year. Stronger than expected growth 
in collections from PA YE income tax, 'other' individual (non-PAYE) income tax, 
fringe benefits tax, interest earnings and rent, dividends and royalties, added $1650m 
to budget-time estimates. These were partly offset by a $739m shortfall in revenue 
from company tax, withholding tax, sales tax, liquid fuels (crude oil, LPG and 
petroleum products) and other excise and customs duties on imports. 

Income Tax-PAYE 

Gross PAYE receipts in 1986-87 were $30657m, 11.2% higher than in the 
previous year and 1.4% above the budget estimate. The budget estimate was 
premised on growth in average weekly earnings (national accounts basis, excluding 
superannuation) of around 6% whereas actual growth was higher at 6.5%. The 
collections overrun also reflected stronger than expected employment growth of 
2.3%, compared with around H% estimated at budget time. Refunds were 3.7% 
higher than the budget estimate; net PAYE collections were $28136m, an increase 
of 11.7% on 1985-86 and 1.2% above the budget estimate. 

Income Tax-Other Individuals 

Revenue from non-PAYE (other) individuals totalled $7457m in 1986-87, 30.9% 
highor than the 1985-86 outcome and 14.2% above the budget estimate. The 
substantial overrun reflected a number of factors including: 

• much stronger than anticipated growth in primary producers' income, property 
income (interest income particularly) and income of other non-corporate 
businesses; 

• a substantial increase in the number of provisional taxpayers, partly a conse
quence of the large increase in interest earnings in 1985-86; 

• the Government's tax reform measures and an apparent improvement in the 
level of compliance with the tax laws associated with increased audit activity 
and strengthened penalty provisions; 

• the anti-avoidance measure, designed to prevent deferral of income tax liabil
ities by partnerships and trust estates announced in the 1986-87 Budget, 
appears to have increased tax collections by more than the SSOm estimated at 
that time; 

• the phasing in of self-assessment, which enabled earlier issue of assessment 
notices; and 

• a marked improvement in Australian Taxation Office processing/collectfon 
performance, well in excess of expectations. 

Income Tax-Medicare Levy 

Medicare levy receipts cannot be identified separately from income taxes at the 
point of collection; the following estimates are based on gross taxes paid. Net of 
refunds in 1986-87, total Medicare levy revenue is estimated at $1715m, 4.3% higher 
than the budget estimate. The 1986-87 estimate embodies $151 Sm attributed to 
gross PAYE collections, $125m to refunds and $325m to 'other' individuals tax 
payments. 
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Income Tax-Prescribed Payments System 

Prescribed Payments System (PPS) collections are withholdings at source from 
payments for prescribed labour and services in certain industries. The taxation rate 
applicable to prescribed payments was increased by half, to 15%, in 1986-87. As a 
result, collections under the PPS in 1986-87 totalled $765m, 48.6% greater than in 
1985-86; this was 2.1 % over the budget estimate. 

Company Tax 

Company tax collections were $6714m in 1986-87, 9.9% greater than in 1985-
86, .b~t 4.4% below the budget estimate. In contrast to the 1985-86 outcome, where 
a ~1mtlar shortfa.ll was largel.y a function of an overly optimistic (survey-based) 
estimate of publtc company mcomes, on this occasion the survey proved a fairly 
reliable guide to c.orporate sector income movements. The 1986-87 shortfall appears 
to ~e~ect two mam factors: several abnormal refunds resulting, in part, from court 
dec1s1ons and lower than expected collections in respect of earlier income years. 

Withholding Tax 

Revenue from withholding tax-levied on dividends and interest earnings of 
non-residents-totalled $639m in 1986-87, 13.8% more than in 1985-86, but 8.7% 
below the budget estimate. The major factor in the shortfall was a greater than 
expected deferral of dividend payments pending introduction of the imputation 
system for company dividends from 1 July 1987. 

Fringe Benefits Tax 

1986-87 Fringe Benefits Tax (FBT) revenue (excluding that from the Common
wealth budget sector) was estimated in last year's budget to be $325m. The estimate 
was based largely on ABS data relating to the number of employees in receipt of 
particular types of fringe benefits and, in the absence of data, assumptions about 
the average levels of those benefits per employee. 

Actual tax collections for 1986-87 of $535m were significantly higher than the 
budget estimate. Further work remains to be done in comparing ABS data with the 
information arising out of the FBT collections. It would appear, however, that the 
ABS data provided reasonable estimates of the number of benefit recipients in the 
various benefit categories. The main factors in the underestimation appear to have 
been a significantly higher than expected value of the benefits per employee and a 
better than anticipated level of compliance with the tax. 

Commonwealth on-budget authorities were estimated in last year's budget to 
have fringe benefits tax liabilities of $138m. The much lower outcome (at $68m) 
reflects the concessions announced by the Treasurer on 26 August and 29 October 
1986, as well as some revision of authorities' estimates as the parameters of the 
FBT became better understood. 

Appendix 3 to this Statement provides more detailed information on FBT 
revenue in 1986-87. 

Sales Tax 

Sales tax collections totalled $6348m in 1986-87, 10.8% greater than in 1985-86, 
but 1.3% short of the budget estimate. The shortfall resulted principally from 
weaker than expected sales of motor vehicles. The effect on nominal sales values 
of higher than estimated general price increases acted as a partial offset. 
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Excise Duty 
The following table compares the 1986-87 outcome for the major excisable 

commodity groups with the 1985-86 outcome and the 1986-87 budget estimates. 

Table 7: Excise Duty 

1985-86 1986-87 Change in J 986-87 Actual 

Over Over 1986-87 
Budget 1985-86 Budget Estimate 

Actual Estimlltc Actual Actual 

Sm Sm Sm % Sm % 

Crude Oil and LPG 4019 1316 2062 -48.7 746 56.7 

Petroleum Products (;) 2813 5576 4666 65.8 -910 -16.3 

Other Excises-
Beer. 1258 1405 I 363 8.4 -42 -3.0 

Potable. Spirit~ 135 149 144 6.8 -5 -3.4 

Tobacco Products 951 I 048 1 018 7.0 -30 -2.9 

Other (b). 29 32 32 7.6 -I.I 

Total-Other Excises. 2373 2634 2557 7.7 -77 -2.9 

TOT AL EXCISE DUTY 9205 9526 9284 0.9 -242 -2.5 

(a) Includes motor spirit, diesel fuel (net of rebates), aviation gasoline, aviation tu~binc fu7l: fuel oil, heating 
oil, kerose~s and-as an offscl-rcfunds/drawbacks of petroleum products excise to ehg1ble users. 

(b) Includes coal excise duty and refunds/drawbacks. 

Crude Oil and LPG Levies 
Net revenue from the crude oil and LPG levies totalled $2062m in 1986-87, 

48.7% lower than 1985-86 but 56.7% higher than the budget estimate. The budget 
estimate was based on assumptions of !lass Strait crude oil production of 420 000 
barrels a day in 1986-87, including 70 000 barrels a day for export or for the 
domestic free market; the Import Parity Price (!PP) of 1 August remaining 
unchanged over the remainder of 1986-87; and LPG excise being only modestly 
affected by the decline in world LPG prices. 

The increase in net levy revenue compared with the budget estimate is mainly 
due to the recovery in world oil prices. However, consistent with the Government's 
practice since April 1986, the revenue gain was surrendered by appropriate reduc
tions in petroleum products excise rates through the year. The overall effect of the 
movements in crude oil and LPG excise revenue and petroleum products excise 
revenue was a sizeable net revenue shortfall. This reflected a number of factors: a 
higher than projected proportion of !lass Strait production exported (these exports 
were at prices lower than the !PP and yielded lower excise); a greater than expected 
differential between the !PP and prices for exports and domestic free market sales; 
a different pattern of production from fields subject to various excise rates to that 
assumed at the time of the budget; a greater end-of-year carry-over of excise into 
1987-88 from the last ten days of June reflecting higher oil prices and sales in June 
1987 than in June 1986; and a sharper fall in LPG prices than that underlying the 
budget estimate. 

Details of new excise and marketing arrangements to apply in 1987-88 are given 
in the Appendix to Statement No. 4. 
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Petroleum Products Excise 

Revenue from the refined petroleum products excise totalled $4666m in 1986-87, 
65.8% greater than the 1985-86 outcome, but 16.3% below the budget estimate. The 
shortfall stemmed mainly from discretionary excise rate reductions designed to 
s~rrender the crude oil and LPG excise revenue gains as discussed above. The 
higher than expected CPI-which affected the biannual excise rate indexation 
adjustment-represented a partial offset. 

Other Excise 

Revenue fro~. other excisable commodities (principally beer, tobacco products 
and .Potable spmts) amounted to $2557m in 1986-87, 7.7% higher than in the 
previous year, but. 2.9% below the budget estimate. The principal factor underlying 
t~e shortf~ll was .lower clearances of these commodities than assumed at budget 
:1me, cons~tent w1~h generally weaker than projected private consumption expend
iture. Agam, the higher than expected CPI was a partial offset. 

Customs Duty 

. Revenue from customs duty on imports in 1986-87 was $3237m, 1'4% less than 
m 1985-8~, and 1.2% below the budget estimate. While overall import volumes 
were marginally lower than the budget estimate, the major factor in the lower than 
expected lev.el of collections was a further marked fall in the implied average rate 
of duty. This would seem to largely reflect a depreciation-induced demand shift 
away from consumer goods attracting relatively high rates of duty-such as motor 
vehicles. 

Coal export duty totalled $52m in 1986-87, 10.2% below the 1985-86 outcome, 
an~ 14.1% less than the budget estimate. Export tonnages fell short of original 
estimates. 

Bank Account Debits Tax 

Collections totalled $26lm in 1986-87, 29.0% higher than in 1985-86 and 0.3% 
above the budget estimate. The rapid increase reflects an increase in the rate of tax 
on debits from 1 December 1986. 

ACT Taxes and Charges 

Total collections were $185m in 1986-87, 22.6% higher than in 1985-86 and 6.8% 
above the b~dget estimate. The overshoot was principally a product of higher than 
forecast receipts from stamp duties, particularly on share transactions. 

Other Taxes, Fees and Fines (Net) 

Collections amounted to $357m, 2.5% less than in 1985-86 and 2.5% below the 
budget estimate. The variation reflected a large number of small changes in individ
ual items. 

Interest 
Interest earnings totalled $3560m in 1986-87, 3.3% more than in the previous 

year and 1.6% greater than the budget estimate. Interest payments on the Common
wealth's cash balances were some $57m higher than the budget estimate reflecting 
both a higher earning rate and a higher average level of balances than envisaged at 
budget time. 
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Rent, Dividends and Royaltr'es 
Revenue under this item was $2934m in 1986-87, 25.0% above the 1985-86 

outcome and 2.2% greater than the budget estimate. The major sources of the 
variation were stronger collections of offshore petroleum royalties ($17m) and 
resource rent royalty ($26m), in line with the strengthening of international oil 
prices through the year. 

The Reserve Bank dividend payment to the Commonwealth in 1986-87 totalled 
$260 l m, in line with the budget estimate. The payment comprised $I 080m from 
the Note Issue Department (NID) (including a $1055m interim payment from NID 
profits for 1986-87) and $152lm from Central Banking Business profits in 
1985-86. 

Overall, the Reserve Bank payment was some 31 % higher than 'in 1985-86. 
Central Banking Business net profits in 1985-86 were 38% higher than in 1984-85, 
reflecting a substantial increase in realised gains from net sales of foreign currency 
holdings in the 1985-86 financial year. As in 1984-85, foreign currency sales during 
1985-86 were made in circumstances where foreign currencies were generally appre
ciating against the $A. NID net profits were $1 l62m in 1986-87, a 22% increase 
over 1985-86, reflecting a higher level of investible funds in 1986-87. As noted 
above, the bulk of these earnings ($1055m) was paid to the Commonwealth as an 
interim payment in 1986-87. 

The Reserve Bank's profits are calculated in accordance with standard account
ing practice. They can vary substantially from year to year, depending on the 
current stance of monetary policy and market factors, particularly movements in 
interest rates and the exchange rate. Valuation changes in the Bank's asset holdings 
realised through transactions ( eg as a result of exchange rate movements) are 
included in the Bank's profits. Non-realised valuation changes are taken into the 
Bank's revaluation reserves. Realised profits arising from the Bank's market opera
tions involve a transfer of funds from the private to the public sector. When the 
Bank's net profits are paid to the Commonwealth, they form part of budget revenue. 
The definition of the Reserve Bank's profits and the treatment of transfers between 
the Bank and the Commonwealth are in accordance with international (IMF) 
standards for government accounting. 
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BUDGET DEFICIT PATTERN 

Chart 1 below page shows the quarterly pattern of the deficit/surplus for 1986-
87 and the five years prior to that. The broad pattern in the deficit for 1986-87 did 
not differ significantly from that of earlier years, generally declining in the first 
three quarters before turning sharply into surplus in the final quarter. In 1986-87 
this fourth quarter surplus was more pronounced than was the case in recent years. 
The quarterly pattern is largely a consequence of a slight concentration of outlays 
and a more pronounced concentration of revenue in opposite halves of the financial 
year. 

The relative concentration of outlays in the first half of the year results mainly 
from general purpose payments to local governments, tertiary education payments 
and a higher proportion of public debt interest falling due. For revenue, the relative 
concentration in the last quarter comes mainly from the payment of dividends by 
the Reserve Bank to the Commonwealth, and from collection of 'other' individual 
income tax; the major part of company tax collections is also received in April. 
The within-year pattern of the deficit has important implications for the gross issue 
of Treasury Notes and its attendant effect on the payment of public debt interest. 
In recent years there has been a greater effort directed towards achieving a smoother 
pattern of outlays and revenue as part of a wider move aimed at improving cash 
management practices generally. Some examples of recent changes in the timing of 
payments are as follows: 

• the change from a quarterly to a monthly basis for payments to most government 
schools in 1986-87; 

• the change from a quarterly to a monthly basis for aid payments to PNG 
implemented in 1987-88; and, also in 1987-88 

• the change from an annual to a quarterly basis for payments to local government 
authorities. 

On the revenue side recent measures include: 
• a compulsory quarterly instalment system for the payment of annual provisional 

tax liabilities (with exemptions for certain classes of taxpayers) to be implemented 
in 1987-88; and 

• the introduction in 1986-87 of changed arrangements for the timing of company 
tax instalments where substituted accounting periods apply. 
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FINANCING OF THE BUDGET DEFICIT AND THE TAKE-UP OF 
COMMONWEALTH GOVERNMENT SECURITIES 

The 1986-87 Commonwealth budget deficit was $2716m, which was more than 
accounted for by a foreign currency requirement of $3214m. The domestic surplus 
was $1220m and the overseas deficit-which also includes a $A component-was 
$3936m. Debt issue by the Commonwealth totalled S3640m, comprising net overseas 
raisings of $724m, net issue of Commonwealth Government Securities (CGS) to 
the domestic private sector of $2833m and net CGS issue to the Reserve Bank of 
$83m. 

The bulk of the Commonwealth's foreign exchange requirement was met by 
purchases in the market for the Commonwealth by the Reserve Bank, financed by 
CGS issues to the private sector ($2407m); the balance was met by use of official 
reserve assets funded by the issue of CGS to the Reserve Bank ($83m); and by net 
overseas borrowings ($724m). 

Total debt issue exceeded the budget deficit financing requirement, resulting in 
an increase of $1123m in the Commonwealth's cash balances. Major contributing 
factors were a lower than expected budget deficit (the extent of the shortfall not 
being evident until very late in the financial year) and the need to maintain 
Treasury Note issue so as to have a sufficient volume of Notes outstanding for 
liquidity management purposes late in the financial year. 

Details of budget financing for 1986-87 are shown in Table 8. Information on 
longer term trends in the Commonwealth's budget financing transactions is provided 
in Statement No 6. 

Table 8: Financing of Commonwealth Budget Deficit 1986-87 (a) 

Budget deficit . . . . . . . . . 
Funded by: 

Net overseas borrowings . . . . . 
Issues to private sector (b)-

Nct Treasury Bond subscriptions . 
gross Treasury Bond subscriptions 
less maturing bonds . . . . · 

Net Treasury Note subscriptions. . . . 
Net ASB s-ubscripliol'l5 . . . . . . . 
Net Treasury Indexed Bond subscriptions. 

ls.sues to Reserve Bank (b}-
Net Treasury Bond subscriptions 
Net Treasury Note subscriptions. 

Use of cash balances. . . 
Other (c} , •••..• 

TOT AL FINANCING • • . 

Sm 

627 
(3402) 

(-2775) 
2414 

-511 
303 

1210 
-ll27 

Sm 
2716 

724 

2833 

83 
-1123 

199 

2716 

{a) Net subscriptions shown in this table arc equal to subscriptions to primary issues less maturities during 
1986-87, as at 30 June 1986. 

~~? fu~J~d:l~~vcmcnts in Income Equalisation Deposits, S~te domestic raisin~, discount. Qn face value of 
securities issued, other official scttor holdings and other m1sccllancous financing tranuct1ons. 
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Private Sector Holdings of CGS 

Net issues of Treasury Bonds (conventional and indexed) to the private sector 
in 1986-87 were $930m at face value, comprising gross issues of $3705m ($3402m 
conventional bonds and $303m indexed bonds) and maturities in private sector 
hands of $2775m. There were seven tenders for conventional Treasury Bonds in the 
year and four separate tenders for Treasury Indexed Bonds. 

Net issues of Treasury Notes to the private sector were $2414m. As noted 
below, net. Treasury Note redemptions by the Reserve Bank were $1127m, implying 
a growth in the total stock of Treasury Notes of $1287m. 

After taking account of Reserve Bank open market operations, private sector 
holdings of CGS increased significantly. The need to offset the liquidity impact of 
net foreign exchange purchases by the Reserve Bank was an important factor in 
determining the scale of open market operations in 1986-87. The net increase in 
private sector holdings of Treasury Bonds and Treasury Indexed Bonds during the 
year was $2481m (see Table 9) while the net increase in the stock of Treasury 
Notes in private sector portfolios during the year was $3343m, compared with 
$160lm in 1985-86. 

Gross subscriptions to Australian Savings Bonds (ASBs) of $134m were more 
than offset by redemptions of $645m, giving net redemptions of $51 lm for 1986-
87. 

Overall, private holdings of CGS increased by $5313m ($3343m in the form of 
Treasury Notes, $2481m in Treasury Bonds, including Treasury Indexed Bonds 
while holdings of ASBs fell by $51 lm). ' 

Reserve Bank Holdings of CGS 

During the year the Reserve Bank's net subscriptions to Treasury Bonds totalled 
$1210m (consisting of gross subscriptions of $2000m and redemptions of $790m). 
The Bank's gross subscriptions to Treasury Notes were more than offset by gross 
redemptions, resulting in net redemptions of $l 127m. The Bank's open market 
operations resulted in net sales of CGS to the private sector of $2489m ($1560m 
in Treasury Bonds and $929m in Treasury Notes). As a result, total Reserve Bank 
holdings of CGS fell by $2406m in 1986-87 ($350m in Bonds and $2056m in 
Notes). This movement reflected the net influence of three main components: 

• sales of CGS to the private sector to offset the liquidity effects of net purchases 
of foreign currency resulting from Reserve Bank transactions in the foreign 
exchange market ($2846m); 

• CGS purchased from the private sector to provide for cash base growth of 
$1012m, which compares with $1 !60m in 1985-86; and 

• CGS issued to the Reserve Bank in return for foreign exchange used by the 
Commonwealth to meet part of the overseas budget deficit ($83m). 

After taking account of all the Reserve Bank's transactions with the official and 
private sectors, the change in the Reserve Bank's holdings of CGS had no net 
consequences for domestic liquidity conditions beyond the provision of cash base 
growth. 
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Cash Balances 

The Commonwealth's cash balances held in its net Public Account with the 
Reserve Bank at 30 June 1987 totalled $23l3m, $l l23m higher than at the end of 
1985-86. This increase primarily reflected the smaller than expected budget deficit 
outcome, the need to maintain Treasury Note issues towards the end of the year 
for liquidity management purposes,. and the normal end of financial· year volatility 
in the Commonwealth's cash position. Over the year, the average \eve\ of cash 
balances (excluding the balances of certain statutory authorities and drawing account 
balances) was approximately $700m compared with around $300m in 1985·86. 

The net outcome of primary debt issues, maturities and Reserve Bank open 
market operations is summarised in Table 9. 

Table 9: Net change in Holdings of Domestically Issued Commonwealth 
Government Securities and other Financing Transactions 1986-87 (Sm) 

Use of 
Treasury Treasury C..h 

Bonds ASBs Notes Balances 

Official scctor(a), -364 -2056 -1123 
Private sector. 2481(b) -Sii 3343 
Of which: 

Trading banks . 384 2115 
Savings banks . ... -731 I SJJ 
Authorised money marlm 

dealers I 080 -866 
Life offices. -957 
Ocher. 210S -511 563 

2117 -Sii 1287 -1123 
Less discounts on Treasury Bonds (t) 
Equals domestic financing 
Net overseas borrowings 
Budge! deficit 

(JJ) Includes Reserve Bank (sec text for corresponding figures for Reserve Bank only). 
{b) Includes Treasury Indexed Bonds. 
(r) Includes olher financing lransactions nee. 

Other Total 

446(<) -3097 
-SO(d) 5263 

2499 
-32 768 

214 
-957 

-18 2739 

396 2166 
174 

1992 
724 

2716 

(d) Includes Income Equalisation Deposits and State domestic raisings. 
(r) Cash raisings from Treasury Bond issues can differ from the face value of the Treasury Bonds to the 

extent that they have been issued al a discount or at a premium. The available data on $CCtoral ho/dings 
of Treasury Bonds arc limited to holdings recorded at face value, which is not consistent with the cash 
basis on which most Commonwealth financing transaclions are recorded. Consequently, lhe discoum on 
Treasury Bonds has been separately recorded in this table to reconcile these different accounting bases. 
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Overseas Borrowings 
Gross overseas borrowings amounted to $3083m in 1986-87 and total repayments 

amounted to $2359m, giving net overseas raisings of S724m, compared with net 
overseas raisings of S127lm in 1985-86 and S906m in 1984-85. Existing loans with 
total principal. values of S1206m were refinanced, resulting in significant cost savings. 
In summary, the Commonwealth undertook the following borrowings: 

Sep 1986 DM200m (SAISSm) private placement in the Federal Republic of 
Germany; 

Sep 1986 SF300m ($A287m) private placement in Switzerland; 
Oct 1986 SF300m (SA277m) public issue in Switzerland; 
Oct 1986 Yen 35b ($A353m) syndicated loan in Japan; 
Nov 1986 $US600m ($A93im) public issue in Europe; 
Nov 1986 DF400m (SA267m) public issue in the Netherlands; 
Feb 1987 StglOOm (SA231m) public issue in Europe; 
Mar 1987 $US250m ($A365m) public issue in the United States; and 
Mar 1987 $US150m ($A219m) public issue in the United States. 

Repayments amounting to $24m were made on· borrowings from the Interna
tional Bank for Reconstruction and Development. Commonwealth and State Gov
ernment securities to the value of $1 \29m were redeemed in the United States, 
Japan, Switzerland, the Netherlands, the Federal Republic of Germany and the 
United Kingdom. 

The total volume of the Commonwealth's outstanding foreign currency debt at 
30 June 1987 was S15064m (equivalent to 5.1% of GDP), compared with $l3827m 
(5.8% of GDP) at 30 June 1986 and $9786m (4.6% of GDP) at 30 June 1985. 
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APPENDIX I 

COMPARISON OF BUD(>ET ESTIMATES AND OUTCOMES 
FROM 1977-78 TO 1986-87 

The table below compares budget estimates and outcomes for outlays, revenue 
and the budget deficit for the past ten years. 

Budget 
Change in Actual 

over 
Estimate Actual Budget Estimate 

Sm Sm Sm % 
OUTLAYS 
1977-78 26656 26802 146 0,5 
1978-79 28870 29045 175 0.6 
1979-80 31692 31694 2 

o.7 1980-81 36029 36274 244 
1981-82 40877 41339 463 I.I 
1982-83 47067 48982 1915 4.1 
1983-84 56590 56570 -20 

-o.2 1984-85 63843 63139 -104 
1985-86 69048 69917 869 1.3 
1986-87 14165 74899 134 0.2 

REVENUE 
1977-78 24439 23469 -970 -4.0 
1978-79 26057 25567 -490 -1.9 
1979-80 29499 29661 162 0.6 
1980-81 34464 35146 683 2.0 
1981-82 40780 40790 10 

-1.9 1982-83 45 393 44509 -884 
1983-84 48 229 48610 381 0.8 
1984-85 57098 56993 -104 -0.2 
1985-86 64149 64191 43 0.1 
1986-87 71 262 72184 922 1.3 

DEFICIT 
1977-78 2217 3333 1117 
1978-79 2813 3478 666 
1979-80 2193 2034 -160 
1980-81 1566 1127 -438 
1981-82 96 549 453 
1982-83 I 674 4473 2799 
1983-84 8361 7961 -401 
1984-85 6746 6746 

8i6 1985-86 4900 5726 
1986-87 3503 2716 -788 

NOTE: The budget estimate and outcome figures for each year are those which appeared in Statement No. S 
of the succeeding year, thereby ensuring outcomes and estimates are compared on the same classification 
basis. The outcomes therefore differ slightly from the figures appearing in Statement Nos. 6 and 7 
which reHcct definitions and classifications now in elfcct. 
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APPENDIX 2 

DOMESTIC AND OVERSEAS COMPONENTS OF THE BUDGET DEFICIT, 
1986-87 ($m)-QUARTERLY BREAKUP BY MAJOR COMPONENTS 

September December 
Quarter Quarter 

OVERSEAS BUDGET DEFICli 
•Defence:, 273 524 
• Foreign Affairs 

0

& 
0

T~de
0 

156 147 
• Loan Flotation Expenses 8 20 
• Public Debt Interest . . 321 397 
•Other. 53 52 

TOTAL OVERSEAS DEFICIT • 811 I 140 
DOMESTIC DEFICIT (+)/SUR: 

3373 2286 PLUS(-) .••.• 

TOTAL BUDGET DEFICIT. 4184 3426 
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March 
Quarter 

262 
219 

9 
328 

51 

815 

154 

1629 

June 
Quarter 

649 
190 

2 
229 

40 

1110 

-7633 

-6523 

Total 

1708 
712 

39 
1275 

202 

)936 

-1 220 

2716 



APPENDIX 3 

FRINGE BENEFITS TAXATION REVENUE 

This appendix summarises the main components of revenue coUections for 
1986-87 under the Fringe Benefits Tax (FBT) legislation. $S3S.2m was coUected 
from the private sector, State and local governments and Commonwealth Govern
ment non-budget agencies while an additional amount of $68.4m was paid by 
Commonwealth Government departments. 

Preliminary details of total revenue collected, excluding that from Common
wealth Government departments, are given in the foUowing tables. Table 1 disag
gregates the revenue by type of benefit and shows the number of taxpayers (ie 
employers) providing each particular benefit; where the data permit, the number of 
employees in receipt of benefits is also indicated. Table 2 shows the distribution of 
FBT liabilities across the taxpayer population. 

Table 1: Fringe Benefits Tax by Type or Benefit 

No of T" Percent 
No of Employees Payable of Total 

Type of Benefit TaKpaycrs (b) (Sm) (•) 

Motor Vehicles 88416 433170 247.3 46.2 
Low Interest loans 4205 168600 87.3 16.3 
Expense Payment. 12877 n.a. 58.8 11.0 
Housing. 8017 105650 49.6 9.3 
Board . 1723 36560 8.5 1.6 
l..iving-AwaY-F~o~ Ho~c 
allowan~ 701 21750 8.4 1.6 

AirlincTrans~rt: 441 37630 3.4 0.6 
Property {Ooods). 747 32190 6.0 I.I 
Debi Waiver 190 3300 5.8 I.I 
Entertainment. 1342 3.7 0.7 
Other Benefits. 4678 23.6 4.4 
Nol allocated (a). 10200 32.8 6.1 

TOTAL. 105653 535.2 100.0 

(a) Includes those returns where information by type of benefit was not provided and estimate of number of 
cases where aonua\ relUrn data has not yet been processed. 

(b) For mo1or vehicle and housing fringe benefits, figures given are for number of vehicles and number of 
dwellings respectively. All figures arc estimates based on the tax paid for each type of benefit, as shown 
in the next column, and the average tax payable per 'employee' obtained from returns with all the 
neccssaryinformalion. 
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Table 2: Fringe Benefits Tax by Amount or Tax 

Tax Liability No. of Taxpayers Tax Payable 

% Sm % 
Sl-S99. 3677 3.5 0.2 0.0 
$100-$249: 8673 8.2 1.5 0.3 
$250-$499. 15095 14.3 5.6 1.0 
$500-$749. 12512 11.8 7.8 1.5 
$150-$999. 10077 9.5 8.8 1.6 
SIOOO-Sl999 : 21268 20.1 30.1 5.6 
$2000-$2999 . 8381 7.9 20.4 3.8 
S3000-S3999 . 4170 3.9 14.4 2.7 
$4000-$4999 . 2621 2.5 11.7 2.2 
SSOOO-S9999 • 4964 4.7 34.2 6.4 
SIOOOO-Sl9999 2473 2.3 34.3 6.4 
$20000-$49999 I 662 1.6 50.3 9.4 
SSOOOO-S99999 528 o.s 36.9 6.9 
$100000-$499999° 461 0.4 93.3 17.4 
$500000-$999999 50 35.7 6.7 
Sim and over. 41 129.0 24.1 
Not allocated (a) 9000 8.5 21.0 3.9 

TOTAL 105653 100.0 535.2 100.0 

(a) Jndudes an estimale of number of cases where annual return data has nol ycl been.processed. 

Not aU FBT returns disclose fuU details and data analysis of returns is not yet 
complete. Of the totals allocated to the relevant categories: 

• About 86% of taxpayers were private companies and trusts, which accounted 
for 42% of aUocated FBT receipts. The owners of these companies or the 
beneficiaries of the trusts are typicaUy also employees. The tax advantage 
provided by fringe benefits presumably explains the high numbers of such 
taxpayers with FBT liability. 

• Public companies paid approximately 38% of the allocated FBT while part
nerships and sole traders paid less than 2%. 

• Four categories of fringe benefit were responsible for almost 90% of allocated 
FBT revenue. 49% of the aUocated tax revenue was accounted for by FBT on 
motor vehicle benefits, and 17% by FBT on low interest loan benefits. Housing 
benefits and expense payment benefits (eg payment of telephone account) 
accounted for 10% and 12% of aUocated tax payments respectively. 

• The average taxable benefit per employee for the major fringe benefits, on a 
yearly basis, was: 

$ 
Motor Vehicles 

statutory formula . 1735 
- operating cost 814 
- au . . . . 1655 

!.-Ow interest Joans • 1500 
Housing . . . . . . 1360 

• The concessional nature of the FBT is reflected in these taxable benefit figures 
which are much lower than the actual benefit received by the employee. 

• FBT on allocated motor vehicle benefits totaUed $247m and related to around 
433,000 motor vehicles. (The taxable fleet size was thus weU below that 
estimated at the time of the budget estimates.) The statutory formula method 
was used with respect to 91 % of aU aUocated motor vehicles. 
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• The lower taxable benefit per employee for motor vehicles under the operating 
cost method reflects the fact that this method is only more favourable than 
the statutory formula, and hence only adopted by taxpayers, for vehicles with 
a high proportion of business usage. 

• Taxpayers can be divided into broad industry classifications on the basis of 
the main business of the employer. Of the FBT payments allocated to major 
taxpaying sectors, the aggregate FBT liability of the finance, insurance, real 
estate and business services sector was $160m or 31% of the total while this 
sector accounted for only 10.3% of total wages and salaries paid in 1985-86. 
Manufacturing, which pays 19.9% of total wages and salaries, followed with 
an FBT liability of $86m or 17% of the total and then wholesale and retail 
trade, which pays 15.1 % of total wages and salaries with an FBT liability of 
$76m or 15% of the total. 

• Around 45% of the FBT liability in the finance sector was accounted for by 
loan fringe benefits ($70m) while in the manufacturing sector motor vehicle 
fringe benefits accounted for over $56m or 69%. Jn the wholesale and retail 
trade sector, the largest liability also arose from motor vehicle fringe bene
fits-$58m or 77% of the total industry liability. 

• Around 5100 primary producers-that is, less than 3% of primary produc
ers-paid a total FBT liability of $9.2m. 

• Government bodies (excluding Commonwealth on-budget agencies) paid total 
FBT of $45.0m. This comprised $5.8m from local government, $37.0m from 
State governments and State authorities and $2.2m from Commonwealth off
budget agencies. The main benefits provided were motor vehicles, low interest 
loans and housing. While FBT collections from this sector accounted for 9% 
of allocated receipts, the sector accounted for around 27% of receipts from 
housing benefits. 

• About 40,000 taxpayers, accounting for 3.0% of allocated FBT liability and 
around 40% of the taxpayer population, had an FBT liability in 1986-87 less 
than $750 per taxpayer. In 1987-88 taxpayers will not be required to pay in 
quarterly instalments if their transitional period liability, increased by 42%, 
was less than $1000 (ie less than $704 in 1986-87). 

• The 1% of taxpayers (employers) with the highest liability paid an average of 
over $270,000 each, accounting for $295m or around 57% of allocated FBT 
revenue. 

Commonwealth Government departments and on-budget agencies are required 
to pay FBT on benefits provided to employees according to the same rules as other 
employers. However, because these employers are part of the budget sector their 
payments cannot be treated as revenue and special accounting treatment is required. 
Payments are included as outlays (or debits) by individual departments/agencies 
and for the budget sector as a whole, while the receipts are recorded as offsets to 
Australian Taxation Office outlays. While these FBT payments do not, therefore, 
affect the budget deficit (or surplus), they are a real charge on individual depart
ments and agencies and help to ensure that public service managers face the same 
conditions as employers in the private sector. In 1986-87 total payments within the 
sector were $68.8m. This was mainly in respect of housing (about 59%), expense 
payments, board and residual benefits (about 29%) and living-away-from-home 
allowances (about 8%). 
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The 1986-87 revenue relates only to the 9 month period from I July 1986 to 31 
March 1987 and reflect a tax rate of 46%. Revenues in future years will be for a 
full 12 month period and will reflect the 49% rate which applies from I April 1987. 
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STATEMENT No. 6-COMMONWEALTH BUDGET TRANSACTIONS 

INTRODUCTION 

In assessing the 1987-88 Budget.it is instructive to look at budget developments 
over earlier years. This is the purpose of this Statement. Examination of the Budget 
in the context of overall public sector transactions has previously been presented in 
this Statement; this year such an analysis is contained in a new Statement No. 7. 

Before using the data presented in the tables at the end of this Statement, 
readers would be advised to refer to the following text which, as well as briefly 
commenting on trends, also notes changes in definition and classification, and 
institutional and policy changes which have resulted in breaks in the continuity of 
the series. 

BUDGET AGGREGATES 

Table 1 provides the main budget aggregates since 1977-78, both in absolute 
terms and as proportions of Gross Domestic Product (GDP). As proportions of 
GDP, they are also depicted in Chart I. 

Table !-Commonwealth Budget Aggregates 

Aver.igcs: 1957- 58 to 1966~67. 
1967-68 to 1976-77. 
1977-78 io 1986-87. 

1977 78 • 
1978-79. 
1979-80. 
1980-81 . 
1981 ~82 . 
1982·83. 
1983-84 . 
1984 85. 
1985-86. 
1986-87. 
1987.88 fa/. 

(a) Budget es11matc 

Outlays 

Proportion 
or GOP 

Sm % 
22.4 
24.7 
27.9 

26665 28.2 
28912 27.0 
JI 445 26.0 
35996 26.2 
41 189 26.6 
48793 28.7 
56432 29.3 
63 714 29.7 
69918 29.I 
74899 28.3 
78146 26.8 

Revenue 

Proportion 
of GDP 

Sm % 
20.8 
22.8 
2S.6 

23382 24.7 
25486 23.8 
29451 24.3 
34916 25.4 
40637 26.2 
44345 26.J 
48 500 252 
56994 26.S 
64193 26.7 
72184 27.3 
78119 26.8 

De licit 

Proportion 
of GDP 

Sm % 
1.6 
1.9 
2.3 

3283 3.S 
3426 3.2 
J 989 J.6 
I 080 0.8 

SS3 0.4 
4448 2.6 
7932 4.1 
6720 3.1 
5726 2.4 
2716 1.0 

27 0.0 

NOTE I; The figures in this S1atcment on Commonwcahh Budget outlays, revenue and deficil have bi:en 
prepared from, and are consis1en1 with, current c:stimales and chls.sificalions. Where possjble, other 
historicaheries have been adjusted to reflect the latest classification structures (sec Statement No. 8 
for a discussion of the major classification changes undertaken for 1987-88). 
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CHART 1. BUDGET AGGREGATES 
PERCENT OF GOP 
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The decline in the ratio of the budget deficit to GDP since 1983-84 has reflected 
both a reduction in the ratio of outlays to GDP in the years after 1984-85 and, 
until the current financial year, an increase in the ratio of revenue to GDP. _1987-
88 is the first year since 1978-79 that budget outlays, revenue and the deficit are 

all expected to fall as a proportion of GDP. 

BUDGET OUTLAYS 

Summary of Outlays 

chart 2 below shows changes in real terms in total Commonwealth budget 
outlays for each year since 1977-78 (deflated by the increase in the implicit price 

deflator for non-farm GDP). 
CHART 2. BUDGET OUTLAYS 

REAL INCREASE ON PREVIOUS YEAR (a) 

PC"rccnt 
0 

-! 

·2 
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Outlays are budgeted to decline by 2.4% in real terms in 1987-88. 

In the decade to 1987-88, the level of outlays as a proportion of GDP averaged 
27.8% within a range of some + or - 2 percentage points. Growth in outlays for 
the earlier years of the decade was contained on average to a rate less than the 
growth in GDP. Following this there was a period in which growth in outlays 
exceeded that in GDP; over the latter part of the decade outlays again declined as 
a share of GDP and are budgeted to fall further in 1987-88. 

Budget outlays, expressed as a proportion of GDP, are generally regarded as a 
summary measure of the scale of budget sector activity, and of the extent of the 
claims on the community's resources appropriated through the budget. However, 
year-to-year shifts in that proportion wm rellect the relative growth rates of GDP 
as well as outlays and their interaction, so that the ratio of outlays to GDP is 
sensitive to cyclical inlluences. 

Governments can, of course, redirect resources to meet their particular distribu
tive, economic and other objectives through changes to either side of the budget-by 
way of outlays or through the taxation system. For example, over the decade from 
1977-78, Commonwealth assistance for medical services has been shifted from the 
taxation system (tax expenditures) to direct payments. Resource transfers via direct 
payments can in principle permit the closer monitoring of program costs and benefits 
and can increase effectiveness through better targeting of recipients. Such shifts 
have the effect of increasing both outlays and revenue (as a proportion of GDP), 
but (for equivalent measures) have no net effect on resources available to the 
private sector. 

Outlays by Function 

Tables .I to VI i~ the section .at the end of this Statement present budget figures 
on a functional basts for the penod 1977-78 to 1986-87, together with estimates for 
1987-88, as follows: 

• Table I-nominal outlays and revenue. 

• Table II-annual percentage changes in outlays and revenue (nominal). 

• Table Ill-outlays in constant 1979-80 prices. 

• Table IV-annual percentage changes in outlays (constant 1979-80 prices). 
• Table V-outlays as proportions of total outlays. 

• Table VI-nominal outlays by function (detail). 

. Table 2 o.n the following page shows, for the major functional categories, outlays 
m current pnces for 1977-78 and 1986-87, shares of total outlays in those years and 
of the total increase in outlays between the two years, and average annual rates of 
growth over the period. 
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Table Z-Budget Outlays by Function 

1977-78 1986-87 1977-78 lo 1986-87 

Proportion Proportion Proportion Average 
of total of total of total annual 
outlays outlays increase growth (a) 

Sm % Sm % % % 
I. Defence. 2340 8.8 7209 9.6 10.1 13.3 
2. Education 2359 8.8 5216 7.0 5.9 9.2 
3. Health 2701 10.1 7499 10.0 9.9 12.0 
4. Social Sc~urity 'and victfarc

0 

7413 27.8 20533 27.4 27.2 12.0 
5. Housing and Community 

Amenities nee. 673 2.5 1673 2.2 2.1 10.7 
6. Culture and Recreation . 270 1.0 949 1.3 1.4 15.0 
7. Economic Services 

A. Transport and 
Communications . 860 3.2 i 669 2.2 1.7 7.6 

B. Industry Assistance and 
Ot:velopment 302 I.I I 180 1.6 1.8 16.4 

C. Labour and 
Employment . . 

D. Other Economic 
254 1.0 I 031 1.4 1.6 16.8 

Services. 138 0.5 267 0.4 0.3 7.7 

Total Economic Services 
8. Cicncnil Public Scrvii;

0

es 
1553 S.8 4147 S.5 5.4 ll.5 

A. Lt:gislacive Services . 
8. Law Order and Public 

12 0.3 474 0.6 0.8 23.3 

Safety 138 0.5 520 0.7 0.8 16.0 
c. Foreign' Affairs and 

Overseas Aid. 
Scienirn~ 

606 2.3 1302 1.7 1.4 8.9 
D. General and 

Research nee . 196 0.7 521 0.7 0.7 ll.5 
E. Administrative Services 182 2.9 2496 3.3 3.5 13.8 

Total General Public Services. I ?93 6.7 5314 7.1 7.3 12.8 
9. Not allocated to Funclion 

A. Assistance to Other Gov· 
ernments, nee. 5915 22.2 1443? 19.3 I?.? 10.4 

B. Public Debt Interest . 1649 6.2 7923 10,6 13.0 19.0 

Total not allocated to Function . 7564 28.4 22360 29.9 30.7 12.8 
TOTAL OUTLAYS. 26665 100.0 74899 100.0 100.0 12.2 

(a) Average annual growlh is calculated as the average annual compound rate or increase in nominal prices. 

Between, 1977-78 and 1986-87, total budget outlays grew at an average nominal 
annual rate of 12.2%. Among the more rapidly growing functions have been 
Legislative Services; Public Debt Interest; labour and Employment; Industry 
Assistance and Development and Law Order and Public Safety. Of the total growth 
in nominal outlays over the decade to I 986-87 from $26. 7 billion to $74.9 billion, 
just over a quarter was accounted for by increased outlays on Social Security and 
Welfare, with increases in general purpose Assistance to other Governments (17.9%), 
Public Debt Interest (13.0%) and Defence (10.1%) also accounting for much of the 
total increase. 

It should be noted that average annual rates of growth over a period of years 
can mask significant changes within that period, and can be affected by non
recurring factors intluencing outlays at either or both ends of, or during, the period. 

The accompanying charts (3-6) illustrate trends in each of the major functions 
during the period. These trends are further analysed in the Forward Estimates 
Report which is published by the Department of Finance following the Budget each 
year. Significant trends in the component outlays, together with classification and 
institutional changes that impact on the data are discussed below. 
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Health 

llealLh 

OE? fence 

Education 

The significant fluctuations over the last decade in the proportion of budget 
outlays devoted to the f!•a~th function are largely due to changes in health. financing 
arrangements, The decline m 1981-82 reflected the replacement of specific purpose 
payments to the States for hospitals, community health and school dental services 
by identified health grants. Increases in the proportion of budget outlays in 1983-84 
and 1984-85, reflect the effect of the introduction of Medicare in February 1984. 
The proport10ns fo; 1984-85 to 1987-88, whilst trending up slightly, are very close 
to that fer the earlier years of the decade. 

Defence 

Outlays on Defence grew strongly between 1979-80 and 1981-82 and have been 
broadly maintained as a proportion of budget outlays since then. The relative 
stability of the share of the defence vote in Budget outlays over the 1980s masks a 
sigoificant shift within it• components towards increased investment in new equip
ment. More details are provided in Statement No 3, 

Education 

Education outlays have declined progressively as a share of budget outlays over 
the last decade. A slight increase is estimated for 1987-88, The shares of Education 
outlays directed to Universities and Colleges of Advanced Education have declined 
over_ the period despite increases in student numbers, partly because of improved 
efficiency from the rationalisation of Colleges· of Advanced Education in the early 
1980s, and, more recently, increased offsets within outlays resulting from the 
overseas students charge and the introduction of the higher education administration 
~barge. 1'.'e share directed to Schools and Pre-schools has risen following large 
increases m grants to government and non-government schools. The share of 
Education outlays directed to Student Assistance has also increased significantly 
over the decade as a result of increases in both the number of eligible recipients 
and the level of payments. 
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CHART 4, FUNCTIONS AS PERCENT OF TOTAL OUTLAYS 
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Social Security and Welfare 

SocJal Sec & Helfare 

Ass. tootherGovts 

Social Security and Welfare outlays has maintained a large but somewhat 
variable share of total outlays over the past decade, peaking in the two years 1982-
83 and 1983-84, largely reflecting an upturn in the number of unemployment 
beneficiaries. Since 1983-84, there has been a steady reduction in the unemployment 
rate. The proportion of total outlays devoted to Social Security and Welfare fell 
from 29.0% in 1983-84 to 27.4% in 1986-87. The projected rise in 1987-88 reflects 
the budgetary impact of the family assistance package. 

Assistance to Other Governments 
In the years since the shift from the Health function in 1981-82 referred to 

above there has been a steady decline in the share of budget outlays devoted to 
generi:l purpose payments to other Governments. This pa~tly reflects in.creases. in 
the amounts of capital assistance the States are able to nominate for pubhc housing 
(which is included under Housing and Community Amenities, nee) but the decline 
also reflects the restraint that the Commonwealth has imposed on these payments 
in recent years. The downturn in general purpose assistance is balanced somewhat 
by increases in specific purpose assistance, particularly Medicare, which is reflected 
in other functions. Further details can be found in Budget Paper No 4. 

Throughout the period there was a significant real reduction in the amount of 
capital assistance made available to the States. 

Public Debt Interest 

The sharp increase in outlays in this function reflects increases in the volume of 
debt, the tendency for average interest rates on debt outstanding to increase and, in 
the past couple of years, the impact of the devaluation of the Australian dollar on 
overseas interest payments. The proportion of public debt interest payments ac
counted for by the States has been significantly reduced in the past decade. 
Statement No 3 contains a more detailed explanation of recent trends. 
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CHART 5. FUNCTIONS AS PERCENT OF TOTAL OUTLAYS 
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General Public Services 

Pl.JblicOeblinterest 

Generel Publlc 
Sl!rvlces 

Econo11lcServices 

This function has increased slightly as a proportion of outlays over the decade. 
It includes Legislative Services which has undergone rapid growth due largely to 
funding in recent years for the Parliament House Construction Authority. 

Economic Services 
The significant variations over the decade in the proportion of total outlays 

devoted to Economic Services reflect changes in funding levels for a range of 
programs included within this functional block. For example, outlays on textiles, 
clothing and footwear within Manufacturing Industry rose from $1.4m in 1980·81 
to $83.6m in 1986-87 following the introduction in 1982 of bounties on most yarns. 
Also, the proportion of outlays devoted to road transport increased significantly in 
1982·83 and 1983-84 with the introduction of the Australian Bicentennial Road 
Development Program. 

These increases have been offset in part by a decrease in the proportion of 
outlays devoted to Export Industries which have declined progressively since 1980-
81. Outlays on Other Assistance to Industry have also declined following a substan· 
tial increase in the consumer-paid freight margin in May 1985 which caused outlays 
under the petroleum products freight subsidy scheme to fall from $130.2m in 1984-
85 to $16.3m in 1986-87. 

After consistently accounting for around 1 per cent of budget outlays in the late 
1970s and early 1980s, Labour ond Employmenl outlays rose substantially to almost 
2 per cent in 1983-84. This rise reflected an increase in job creation and employment 
assistance provided in response to increases in unemployment, particularly long 
term unemployment. More recently, the Labour and Employment share of budget 
outlays has declined (to around l.5%), but with lower unit costs associated with an 
increased share of payments for training programs, particularly youth training. 

374 

CHART 6. FUNCTIONS AS PERCENT OF TOTAL OUTLAYS 

Percent 
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The share of outlays on Housing and Community Amenities, nee declined over 
the early part of the period, reflecting, in particular, the repayment of advances 
provided in 1974-75 to banks for housing purposes and, in th~ years up to and 
including 1981-82, a reduction in grants and net advances provided to the. States 
for such purposes. Between 1981·82 and 1984-85, outlays increased substantially as 
a proportion of total outlays (from J.2% to 2.2%) reflecting, in the main, in~reases 
in payments to the States for housing and payments on home purchase ass~stance 
schemes. Part of this increase resulted from the replacement of a tax concession f~r 
interest payments on home mortgages by better targeted outlay programs. '.hts 
function's share of outlays is estimated to fall significantly in 1987-88, due mamly 
to a reduction in the level of payments to the States for housing and the cessation 
of the savings banks deposit interest subsidy scheme. 

Culture and Recrearion 
Outlays on Culture and Recreation have grown faster than total outlays, w!th 

the major growth areas being in arts, sport and museums rather than broadcasting 
and television. The share of outlays is estimated at l.3% in 1987-88. 

Outlays By Economic Type 
Table VII at the end of this Statement shows, for the past 15 years and for 

1987-88, budget outlays classified by economic type. Changes in these categories 
from 1977-78 to 1986-87, presented as shares of total outlays and of the total 
increase in outlays between the two years, and average annual rates of growth, are 
shown in Table 3 below. 

The contributions of the major economic type categories to changes in budget 
outlays over the period 1977-78 to 1986-87 are illustrated in Chart 7, and are 
discussed below. 
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Table 3-Budget Outlays by Economic Type 
!917-78 1986-87 1977-78 to 1986-87 

Proportion Proportion Proportion 
of total of total of total 
outlays outlays increase 

Sm % Sm % % 
CURRENT OUTLAYS-

Curren! Oullays on Goods and 
Services-

Defence-Salaries 1193 4.5 2610 3.5 2.9 
-Other than Salaries: I 091 4.J 4544 6.J 7.2 

Non-Defence-Salaries. 1413 5.3 3651 4.9 4.6 
-Other than Salaries, 896 3.4 2900 3.9 4.2 

Tolal Curren! Outlays on Goods 
and Services, 

Curren! TrJnsfcr Pay,;,c~ls.:_ 
4593 17.2 13705 18.3 18.9 

Interest J 649 6.2 7978 10.6 13,i 
Subsidies . 543 2.0 I 061 1.4 l.J 
Personal Ben~fit. Pa).m~nt~ 8103 30.4 24085 32.2 33.i 
Grants to Non-profit 
Institutions 
Transfers to No~-B~dSet 

190 0.7 I 029 J.4 J.7 

Sectors. ....... 664 2.5 1889 2.5 2.5 
Grants to other Governments 7263 27.2 19331 25.8 25.0 
Transfers Overseas 383 J.4 783 1.0 0.8 

Total Current Transfer Paymtnls 18795 70.5 56157 75.0 77.4 
TOTAL CURRENT OUTLAYS. 23388 87,7 69862 93.3 96.3 

CAPITAL OUTLAYS-
Capilal Oullays on Goods and 
Land . 
Capital T~an.sfe~ P~y.,;eni.s_: 

!63 0.6 386 0.5 0.5 

Transfer to Non-Budgel Sector !98 0.7 580 0.8 0.8 
Grants to other Governments l 502 5.6 3249 4.3 3.6 
Grants to Other Sectors . 99 0.4 298 0.4 0.4 

Total Capital Transfer Payments 1799 6.7 4127 5.5 4.8 

Net Advances . 1315 4.9 525 0.7 -1.6 

TOT AL CAPJT AL OUTLAYS . 3277 l2.3 5038 6.7 3.7 

TOTAL OUTLAYS. 26665 100.0 74899 100.0 100.0 

CHART 7. TOTAL BUOGET OUTLAYS BY ECONOMIC TYPE 
1977-76 to 1986-87 
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Personal Benefit Payments 

Average annual growth in Personal Benefit Payments has been only slightly 
higher than growth in total outlays. Most of this growth occurred in the period 
1980-81 to 1983-84 and parallels the growth in the share of outlays devoted to 
Social Security and Welfare during that period already referred above in the 
discussion on outlays by function. 

Current Grants to· Other Governments 

Current Grants to other Governments accounted for one quarter of the total 
increase in outlays over the decade and grew at slightly below the rate for total 
outlays. Further details can be found in Budget Paper No 4. 

Current Outlays on Goods and Services 

The contribution of Defence outlays to the increase in total outlays is detailed 
above under the functional analysis. 

The growth in non-defence expenditure on goods and services is largely ex
plained by the introduction of Medicare in 1983-84 and increased expenditure on 
employment programs in recent years. The rising cost of superannuation payments 
to former Commonwealth employees has also contributed to this growth. 

Interest 

Outlays on interest have increased significantly over the last IO years primarily 
reflecting increases in public debt interest which was discussed earlier. 

Capital Outlays, Transfers and Advances 

Capital Outlays on Goods and Land have fallen in real terms over the last ten 
years. A large part of this decline is the offsetting effect of the sale of fixed assets 
and land. Increased recourse to lease-purchase and instalment purchase financing 
has also contributed to the declining trends in this item in recent years, although 
the large payments associated with the construction of the new Parliament House 
has boosted capital outlays. 

Capital Transfers to· other Governments and other Sectors have grown more 
slowly than total outlays mainly as a result of the low growth in transfers to the 
States. This has been balanced, in part, by greater access of State authorities to 
funds through the Loan Council, particularly as a result of the 'infrastructure' 
borrowing program implemented in the early 1980s. 

There has been a substantial decline in net advances, principally reflecting 
repayment of advances by non-budget Commonwealth authorities in recent years 
but low growth in advances to the States has also been a factor. 
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BUDGET REVENUE 

Table 4 shows budget revenue over the past decade. 

Table 4-Budget Revenue 
Real Proportion or GDP 

Increase on 
PrcviQus 

Period (a) Tax Non-Tax. Tota! 

Sm % % % % 

Averages: 1957-58 to 1966-67. 5.3 18.4 2.4 20.8 
1967-68 to 1976-77. 5.5 20.6 2.2 22.8 
1977-78 to 1986-87, 4.0 23.5 2.1 25.6 

1977-78. 23382 1.2 22.S 2.2 24.7 
1978-79. 25486 2.1 21.7 2.1 23.8 
1979-80. 29457 5.2 22.5 1.8 24.3 
1980-81. 34916 7.2 23.6 1.8 25.4 
1981-82. 40637 4.2 24.3 1.9 26.2 
1982-83. 44345 -1.7 24.0 2.1 26.1 
1983-84. 48500 J.6 23.l 2.1 25.2 
1984-85. 56994 10.4 24.4 2.1 26.5 
1985-86. 64193 5.2 24.3 2.4 26.7 
1986-87. 72184 4.1 24.8 2.S 27.3 
1987-88. 78119 1.2 24.5 2.3 26.8 

(a) Increase on previous period dcftatcd by the increase in the implicit price deflater for non-farm GDP. 

Budget revenues have increased as a proportion of GDP over the past decade, 
continuing the trend in the two preceding decades. However, the annual average 
real growth of budget revenue in the recent decade, at 4.0%, was less than that in 
each of the two preceding, both in excess of 5%. 

Table S and Chart 8 below show the main sources of Commonwealth budget 
revenue expressed as proportions of the total. Further details of the composition of 
budget revenue are shown in attached Table IX. 

Tax Revenue 
In the decade to 1976-77 the share of income tax in Commonwealth Budget 

revenue increased sharply, from 50% to 62%. In the subsequent decade it was only 
a little higher-63.2%-and by the close of the decade below its opening level. The 
proportion of revenue from individuals income tax has increased in each decade 
while that from companies has fallen: 

• Over the most recent decade, however, the share of individuals income tax 
has been fairly stable in the range 50.2% to 52.2%. Discretionary reductions in 
income tax rates-in February 1978, November 1982, November 1984, Decem
ber 1986 and July 1987-have offset the increases which would have otherwise 
tended to occur as a result of the combination of progressive personal income 
tax scales and growing money incomes. The sizeable increase in the individual 
income tax share in 1986-87 reflected, inter alia, tax reform measures which 
broadened the income tax base and improved compliance-in particular, the 
cessation of deductibility of entertainment expenses, stricter substantiation 
requirements for expenses incurred in earning income, and increased penalties 
for tax avoidance and evasion. 
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Income Tax -
Individuals 

IncomeTax
Companies 

Sales Tax 

Non-Tax Revenue 

Refjnecl PetroJeum 
Products Excise Duty 

Other Excise Duty 

Crude Oil and LPG 
Excise Duty 

• Considering the past decade as a whole, the long term decline in the company 
tax share appears to have continued. 

Liquid fuel excises-comprising excises on crude oil and LPG, and refined 
petroleum products-currently represent about 9% of budget revenue. This share 
has fluctuated over the past decade as the net result of differing patterns in the two 
components: 

• The contribution from the crude oil/LPG component rose steadily to a peak 
in 1980-81, declined moderately to 1985-86 and then dropped off very sharply 
in 1986-87. These movements reflected changes in the international price of 
crude oil and, more recently, reductions in the top rates of crude oil excise . 

• The contribution from the refined petroleum products component declined 
gradually over the late 1970s and early 1980s. This was part of a long term 
decline in the relative importance of traditional excises stemming from erosion 
in effective rates, nominal rates generally being set as specific duties. Tradi
tional excise rates have been indexed since the 1983-84 Budget and that, 
together with discretionary rate increases since early 1986 aimed at recouping 
revenue losses on the crude oil/LPG excises resulting from falling world oil 
prices, has lifted the contribution of the excise on refined petroleum products 
in recent years. 

'Other' excises, which include beer, potable spirits and tobacco, have declined 
gradually as a proportion of total revenue over the past decade, from 6.0% in 1977-
78 to around 3.5% in the years since 1985-86. This decline bas reflected slow growth 
in the quantities consumed of beer, spirits and tobacco and, prior to 1983-84, the 
erosion of effective excise rates by inflation. In recent years, indexation of the rates 
has roughly stabilised the share of these excises in total revenue. 

The sales tax share bas been relatively variable, between 6% and 9% over the 
past decade, and with a less pronounced longer term trend than other tax categories: 

• Those variations have essentially reflected discretionary rate and base changes, 
such as the rate reductions for motor cars and station wagons in 1978-79 and 
increases in rates and classification changes in 1983-84, 1985-86 and 1986-87. 

Over the past two decades, there has been no major trend in the relative 
contribution of the total of the remaining taxes not individually specified in the 
above table, although there have been some changes within this category. 

Non-Tax Revenue 
Over the past two decades non-tax revenue as a whole has made a reasonably 

stable contribution to total budget revenue (around 8% to 9% although a little 
lower in the early 1980s). A fairly steady decline in interest received has reflected 
a greater proportion of Commonwealth payments to the States being provided as 
grants or loans on concessional terms. Rent, dividends and royalties have risen from 
1980-81 to 1986-87, largely reflecting growth in Reserve Bank profit transfers to 
the Commonwealth, associated with realised profits from foreign currency transac
tions in the period since 1985-86. 
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THE BUDGET DEFICIT 

While the impact of the Budget on the economy depends on the level and 
composition of budget outlays and revenue, the net balance-the budget deficit-is 
of major importance. The consequences of the budget for the Commonwealth's net 
debt position (both domestic and overseas), for conditions in financial markets and 
for private sector expectations are all closely linked to the budget deficit. 

Movements in the Deficit 

The deficit as a proportion of GDP has been higher on average in the decade 
to 1986-87 than in the previous decade (2.3% compared with 1.9%), which in turn 
was higher than in the decade 1957-1967 (1.6%). During the past decade, however, 
there have been two substantial cycles in the deficit (see Table I and Chart I). 

Reflecting a reduction in the outlay tatio and an increase in the revenue ratio, 
the deficit as a proportion of GDP declined over the period 1977-78 to 1981-82. 
Automatic consequences of the 1982-83 recession, and discretionary policy responses 
in relation thereto, lifted the deficit sharply in both 1982-83 and 1983-84: the outlay 
ratio increased sharply while the revenue ratio fell. 

Since then there has been a discretionary intent to lower public sector borrowing 
and this has seen a contraction in the deficit. This thrust of policy has been 
intensified since the marked deterioration in Australia's trading situation in 1985 
and 1986. The deficit in 1986-87 was 1.0% of GDP, below the average of 1.6% in 
the decade to the mid-1960's. For 1987-88 the estimated deficit ratio has been 
eliminated; a reduction in the revenue ratio is more than matched by a fall in the 
outlay ratio. 

Domestic and Overseas Deficit 

The Government makes substantial payments overseas, principally for defence 
equipment, overseas aid and debt service (see attached Table Vlll). Since direct 
budgetary revenue from overseas (mainly interest) is negligible, there is typically a 
deficit on the Government's overseas transactions. The bulk of this deficit needs to 
be met in foreign currencies, there being only a small $A component. 

Domestic and overseas budget deficits over the past ten years, and as estimated 
for 1987-88, are provided in Table 6. Factors contributing to the increase in the 
overseas deficit between 1982-83 and 1986-87 have been the increase in the $A 
costs of all overseas payments as a result of the fall in the exchange rate, including 
overseas debt service, and a rise in defence purchases (see attached Table Vlll). 
The fall in the overseas deficit estimated for 1987-88 is a result of reduced defence 
purchases and lower debt service reflecting, in part, the reduction in the stock of 
overseas debt. 

Whereas the overall budget deficit relative to GDP has fallen by a little over 4 
percentage points since 1983-84, the overseas deficit has increased from 1.2% to 
1.3% of GDP over the same period. There was, in consequence, a domestic budget 
surplus in 1986-87, and a larger surplus is estimated for 1987-88. 
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Table 6-Domestlc and Overseas Budget Deficits ( - Surplus) 
Domestic Overseas Total 

Dclicil Deficit Deficit 

Sm % of GDP Sm %ofGDP Sm %afGDP 

1977~78 2390 2.5 893 0.9 3283 3.5 
1978-79 2281 2.1 1145 I.I 3426 3.2 
1979-80 612 O.l 1377 I.I J 989 1.6 
1980-81 -378 -0.3 1458 I.I I 080 0.8 
1981-82 -796 -0.5 I 349 0.9 553 0.4 
1982-83 2582 1.5 1866 I.I 4448 2.6 
1983-84 5597 2.9 2335 1.2 7932 4.1 
!984-85 3758 1.7 2962 1.4 6720 3.1 
1985-86 2136 0.9 3 590 1.5 s 726 2.4 
1986-81 -1220 -0.5 3936 1.5 2716 1.0 
1987-88 (;) : -3693 -1.3 3720 1.3 27 0.0 

(a) The overseas deficit will be lower than indicated as a result of the sale of Commonwealth land in Tokyo 
and the ambassadorial residence in Paris. The estimated receipts from these sales have been rcficctcd in 
the domestic surplus for commercial confidence reasons. 

FINANCING THE BUDGET DEFICIT 

The financing of the budget deficit has important implications for monetary and 
financial developments. The deficit can be financed by borrowing from the domestic 
private sector (the private sector excludes the Reserve Bank and authorities within 
tho Commonwealth Government Budget sector), by borrowing from the Reserve 
Bank, or by Commonwealth borrowings overseas. Deficits are usually financed by a 
combination of these sources. The foreign currency component of the deficit can be 
met in three ways: by purchases in the market, by use of official reserves and by 
overseas borrowings. The mix of these sources will be influenced by domestic 
monetary and external account policy. 

Domestic Financing 
Over the past ten years the primary source of domestic financing has been 

Commonwealth Government Securities (CGS) issued to the private sector. The 
dominant contributors have been financial intermediaries-the banks and non-banks, 
notably superannuation funds and life offices. Households also contributed directly, 
but much of their lending to the Government were intermediated through financial 
institutions. 

Patterns of domestic financing are influenced by foreign exchange market and 
monetary policy developments. In 1982-83 and 1983-84, large rundowns in the 
Reserve Bank's holdings of CGS, and the consequent large increase in non-official 
holdings of CGS (particularly in the non-bank sector, see Table 7), were the result 
of efforts to moderate the domestic liquidity impact of large surpluses on private 
sector foreign exchange transactions. Sizeable increases in the Reserve Bank's 
holdings of CGS in 1984-85 and 1985-86 reflected the Government's rundown of 
high post-float official reserve assets (in financing the foreign currency component 
of the deficit), and Reserve Bank's offsetting of the domestic liquidity impact of it> 
large net sales of foreign exchange to the private sector for 'smoothing and testing' 
purposes. In 1986-87 there was a large rundown in Reserve Bank holdings of CGS, 
the foreign currency component of the budget deficit being largely met by direct 
market purchases and the Reserve Bank offsetting large net purchases of foreign 
exchange. 

Treasury Bonds have been the primary domestic debt financing instrument over 
the past decade, accounting for 83% of cumulative net domestic sector financing 
since 1977-78 (see Table 8). Sales of Treasury Bonds have accounted for an even 
larger proportion of net domestic financing (93%) since the introduction in August 
1982 of a tender system of issue. 
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Table 7-Changes in Holdings of Domestically-issued Commonwealth Government Securities and Other Fiuaociug, 1977-78 to 
1986-87 (Sm) 

1917-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 

DOMESTIC FINANCING-
Bank~ 

Reserve Bank (a) • 256 351 655 -680 264 -1621 -936 3377 2869 -3529 
Tr.1ding Banks (b) • 19 464 256 185 377 500 561 1149 1162 2499 
S?,vings Banks •. -33 414 35 699 -122 950 l 089 -249 -429 768 

Total Bank • • . • 242 I 229 946 804 519 -171 714 4277 3602 -262 

Non-Bank-
Au1horiscd Money Market Dealers 289 99 25 22 -468 539 -46 -452 415 214 
LifcOffices •.•.•..• 221 155 196 214 390 459 I Ol5 -133 -1759 -951 
Other Non-Bank (c) . . . • • 919 594 637 165 -189 3203 6184 2405 2447 3171 

Total Non-Bank . . . • . . , 1429 848 858 401 -267 4201 7153 1820 1103 2428 
LESS: Discount on T~ury Bonds . 2 27 67 168 297 282 250 174 

TOTAL DOMESTIC FINANCING (NET) 1671 2077 1802 1178 185 3862 7 570 5814 4455 1992 

OVERSEAS BORROWINGS (d)-
Gross Raisings-

US Dollar 951 - - 418 996 440 709 l 511 
Pound Sterling . 176 148 179 233 
Dcutschcmark • 486 129 207 95 194 170 236 563 155 
Swiss Fran-c •• 23 587 590 30 259 210 564 
Yon 183 589 264 78 135 233 733 1003 353 
Guilde; : : : 117 252 154 139 212 267 

LESS: Rcpaymencs 148 208 284 271 552 568 816 909 1604 2359 

TOTAL OVERSEAS BQRROWINGS (NET) 1612 1349 187 -98 368 586 362 906 1271 724 

TOTAL FINANCING TRANSACTCONS 3283 3426 1989 I 080 553 4448 7932 6720 5726 2716 

(a) Includes in-creases in the Reserve Bank's holdings or Treasury Notes, Bonds and Bills plus decreases in the Commonwealth's cash balances at the Reserve Bank. 
(b) fncludes Deveropment bank$. 
(c) Includes Income Equalization Deposits, State domestic raisings, other official holdings (largely Loan CoRS«i:Jlidation and Investment Reserve) and other financing transactions 

nol elsewhere identified. 
(d) SA equivalents. By accounting convention gross raisings include, since 1982-83, payments from the International Sugar Organisation. 

Table 8-Changes in Holdings of Domestically-issued Commonwealth Government Securities and Other Domestic Financing, 
Classified by Instrument (Sm) 

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-34 1984-85 1985-86 1986-87 

Treasury Bonds . • • 
ASBs and Special Bends 
Treasury Notes • • • 
Treasury Bills •.••••••• 
Cash Balances with Reserve Bank (a) • 
Other Financing (b) . • . • • . 
LESS: Discount on Treasury Bonds • 
DOMESTIC FINANCING (NET) , 

704 
418 
-7 
200 
!03 
253 

I 671 

593 
283 

1047 
500 

-454 
!08 

2077 

155 
185 
205 
500 
635 
124 

2 
1802 

594 
-320 
1912 
-600 
-242 
-139 

27 
1178 

1236 3472 
-721 2391 

153 -44 
-500 -1400 

151 -353 
-67 -36 

67 168 
185 3862 

(a) Ni:gative sign denotes increases in cash balances. 
(6) fncfudcs Income Equalimtion Deposits, Sra1c domestic raisin.gs and other financing lransactions not elsewhere identified. 

7794 
1943 

-I 563 

-274 
-33 
297 

7570 

6093 
-676 

822 

-322 
178 
282 

5814 

2558 
-2005 

3959 

-160 
353 
250 

4455 

2117 
-Sil 
1287 

-1123 
396 
174 

1992 



Net sales of Australian Savings Bonds (ASBs), after contributing significantly to 
deficit financing in 1982-83 and 1983-84, have since made a negative contribution. 
Net redemptions of ASBs were $2005m in 1985-86 and $51 lm in 1986-87. 

Although primarily a within-year financing instrument, Treasury Notes have 
often shown sizeable full-year changes. Largely to meet private sector demand for 
these securities for portfolio purposes (particularly the asset ratio requirements of 
the new banks) and for liquidity management purposes, the stock of Treasury Notes 
on issue increased by $I 287m in 1986-87 following a significant increase, $3959m, 
in 1985-86. 

The progressive reduction in the budget deficit over recent years has begun to 
produce a fall in the Commonwealth Budget sector's gross debt. outstanding/GDP 
ratio (see Table 9). From June 1982 to June 1986 this ratio increased from 21.7% 
to 26.8%; at end-June 1987 the ratio had fallen to 25.7%, almost identical to the 
decade average of 25.6%; and is estimated to fall further by end-June 1988. 

Table 9-Commonwealth Budget Sector Gross Domestic and Overseas Debt as a 
Percentage of GDP (a) 

Average: 1978 to 1987. 
1978 
1979 
1980 
1981 
1982 
1983 
1984 
1985 
1986 
1987 

Domestic Overseas (b) Total 

% 
21.2 
24.6 
24.1 
22.6 
20.3 
18.2 
19.0 
20.7 
21.4 
21.1 
2ao 

% 
4.4 

3.8 
4.9 
4.5 
3.4 
3.5 
4.1 
3.7 
4.6 
S.8 
5.1 

% 
25.6 
28.S 
29.0 
27.1 
23.7 
21.7 
23.0 
24.4 
26.0 
26.8 
25.1 

(a) Debt as measured by securities on issue as at 30 June (sec Budget Related Paper No. I); GDP in year 
ended 30 June, including revisions given in subsequent National Accounts publications. 

(b) Converted to Australian dollars at the rates of exchange ruling on the dates indicated. 

Overseas Financing 

Commonwealth overseas ratsmgs have generally been modest over the past 
decade (see Table 7). The Commonwealth's gross foreign currency debt stabilised 
at 5.7% of GDP at end-June 1987, compared to an average of 4.4% over the decade 
(see Table 9). A fall in the ratio is expected over the current financial year. 
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Table Il-Commonwealth Budget Outlays and Revenue-Annual Percentage Change (current prices) 

OUTLAYS 
I. DcfcrKC. • • • . . . • . 
2. Edualion 
J. Uo:.i!Cll •• , •••• 
4. Sodi1 Security and Welfare. • . . 
.S. H<Xlsi111 and Community Amcnilie:s n~c 
6, CultureandRcc~tion •• 

7. E:c:unomK:Scrvil.-ci 
A. "fr.insport und Communkalion • • 
B. lnd~tryA .. .,(s1:i.nt1:andDevc!ormcnl. 
C. l:ibo;111randEmploymen1. 
0. Other fronomic Sen'1'"C$ • 

Tl)lalEcunomicScrvie(S .. 

II. Gener.ii PublicScrvke; 
A.~1.itivcScrvi~ ..• 
B. l;,w,Orderundf>ublles.tfcly .. 
C. Forcipi Aff".iirs arid Ovcrsc:u Aid. 
D. Gcner.ilandScicntific RCK".1rchnce • 
E. Adminis1r.11ive Scrvica 

T .. 1.ilGener:ilPublieScrvkcs • , . , 

9. Not Allocatctll<>functiun 
A.A>.~t;irn.'<ltoOthcrGCJvcrnmcntsncc 
B. Publi\: Debi lnlcf(SI 

TOTALOUTLAYS • 

REVENUE 
T.t~.ition RC\'cn11c , • 
Non-1,1.·••Ui.>nRcvcouc. 

'rOTAL REVENUE 

(a) Includes Con1ingcncy R~~ <1nd J\.'-~l SJlc:s. 

197)74 1974.75 1975-76 1976-77 1971-78 1978-79 1979-80 1980-81 1981-82 1982-8) 1983-84 1984-85 1985-86 1986-87 
1987-88 

(est,) 

6.4 
9'2 
20.7 
18.S 

430.2 
31.9 

l.S.7 
7.4 

37.4 
2S.9 

22.7 /J,9 18.0 8.9 
93.8 11.8 16,6 88 
JS.5 130,J -14.0 6.2 
49.4 3S.S 26.6 16.S 

128.6 -13.0 -16.9 -12.7 
4S,8 6.3 2.1 1.S 

'·' S.2 
7.4 
8.9 

-260 
10.1 

1'4 
3.0 
9.1 
8.S 

-31.6 
11.6 

49.3 3.0 -25.S -13.3 -IS.3 11.9 
84.2 --.SJ.O -J1.2 21.8 71.2 26.7 
Sl.4 46.4 14.6 19.2 IS.8 -11.2 
JI.I 20.7 7.0 -13.8 -44.8 39.1 

14.7 586 -12.9 -21.7 -2.9 40 13.7 

59.6 s.6 202 21.4 18.3 -1.s lJ.J 
42.3 48,7 300 14.7 9.4 27.S IS.J 
30.4 W,J IS.S I0.8 94 6.4 10.9 
21.9 JI.I IS.9 10.1 6.9 16.3 17.3 
240 3S.7 9.J S.O 12.8 4.2 11.3 

m ~ 
m w 
IU -al 
m ~ 

m -lli ~ 

2'3 
IH 
27.9 
400 

196 
33.7 
2'7 
IS,7 

16.0 
13.7 
17.6 
2'8 
61.0 

7.8 

49.3 
17.0 
53.S 
29.2 

21.0 24.6 37.0 

J9.6 20..1 48,) 
10.8 17.8 20.2 
IU ISO 12.1 
11.4 23.8 11.6 
192 16,6 13.9 

"' 10.0 
28.8 
16.S 
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17.J 

-2.0 
-S.1 
74.3 

I.I 

9.9 

4.3 
16.2 
11.0 
3.0 
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12.l 
10.6 
39.2 
8.7 

24.8 
22.6 

!>4 

" 12.1 
7.6 
1.S 

17.2 

89 -s.s 
10.7 16.7 
4.1 -8.8 

16.2 -\2.8 

8.0 2.7 
6.1 9.0 
9.2 9.S 
7.3 10.f 

13.S -17.8 
4.8 8.8 

-=1~:~ 
-1.0 

17.S 

-Q4 
3.7 

-0.9 _,. 
8.S -:-0.7 -6.9 -0.1 

SS..5 IS.I 36.4 21.0 
22.8 13.1 10.1 11.4 
108 4.1 -1.7 6.9 

1.6 7.0 7.2 0.8 
16.7 140 14.6 9.1 

280 29.S 13.6 8.9 10.7 7.7 12.3 16.6 17.2 IS.I 11.3 14.8 lD..4 IOS 9.0 

S.J 33.9 19.9 IS.S 15.4 II.I 80 12.3 24.3 10.9 Jl.S J.3 7.3 6.3 30 
S.6 245 9.1 46.0 16.9 19.S 12.8 IS.2 12.S 17.2 28.2 306 24.7 12.3 -IUl 
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286 29.6 19.6 16.6 8.7 
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Table Ill-Commonwealth Budget Outlays-Constant 1979-80 Prices ($m) 

OUTLAYS 
I. l:kfcnce • 
2. Educ:itiun • 
3. H~lth •••••••• 
4. S•.x:iJISecutity.indWclf.irc ••• 
~ Housing ;md Community Amcniti~. nee 
6. C'11!1urc;mdRccn::i1«m •••• 

1. Eronomic Servi~ 
A. Tr.111S(IQr1llndCQlllm11nic:ition •• 
B. lnd11stry M&hl.ante and Devclormcnt, 
C. l:ibour<1ndEmrloymen1 
D. Other Economic Servi~ 

To1:il Eronomio:Serviccs , .• 

!I. Genct,1.IPublieServkc:s 
A.Legisl.iti~Servil:CS ••. 
B. 4w Order and Public S;i{cey • • 
C. Forei~n Affairs :ind O...encas Aid , 
O.Genet;t/:rndScicnrirteRae:.irch.iuc 
E. AdministrJlivcServices • 

TolJ.\GcneralPublicServ~ •• 

9. No1/\l!oc:i1cd1orunl11'm 
A. As.ht.inr:c: 10 Other Govcmmcnli, nee 
B.P~Dcbtlnltll$l, 
C. Contingency R~~ • 
D.ru.~tSalC$ 

TOTAL OUTLAYS. • • 

197273 1913·74 1974-75 1975-76 1976-77 1977-78 1978.79 1979-80 1980·81 1981·82 1982·83 19p-84 1984--85 198S·86 1986-87 1981·88 
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1902 
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8301 8062 8078 7945 1657 
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o O O O TI 
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38233 40S82 41568 41221 40240 
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Table IV-C'ommon"ealth Budget Outlays-Annual Percentage Change (Constant 1979-80 Prices) 

OUTLAYS 
I. Dcrcrtee •••••• , . 
l. Edt>Q1ion •••••••• 
J. Hc:tlth •••• , , ••• 
4. Sol:U\SecurityandWelrarc • , • 
5.. Housi113 and Communily Amenities nee 
6. Culture and R«m.iion 

7.£c:onomic5i:tvices 
A. Trampot1 and Communie:alio!I • • 
B. lnd~Q' AWsuocc 11\d Development 
C. t.abourandEmploytncnt. 
D. Ol~r Economic Setviccs , 

Tou:IEC'onomk~ •• 

s. Cenrnr Pllhffl: Services 
A. LqisbtlveServices .•• 
B. Law Order and Publio;Safety. 
C. F~ AlfaiJS and Ovmcas Aid • 
O. General and Scientific Rcscarth nce • 

'E. Adnri11i«Rlite5crvica • 

'rocal<kncnil PllblicScrvia:s 

9. NotAl!oc;atedtof1m.;tion 
A. Asli$\arM;c 10 Olber Governments nee 
B. Public: Debi lntetut 

TOTALOUTLAYS •.•••••• 

(a) lnc:lvdc:s Con1i11gcney R=crw 11\d Auel Saki. 

1987-84' 
1973-74 1974-75 1975-76 1976-71 1971-7!1 19J8...79 1979-80 19SG-&I 1981-82 1982-83 19Sl-84 J9&4-3S 1985..&6 1986-87 {est.) 
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12.4 6.l -2.4 -21 U M U U ~ " M U H U g 
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Table V-C'ommon,.ealtb Budget Outlays by Function as Proportion of Total Budget Outlays (per cent) 

OUTLAYS 
I. [)cf(fl(C. • • • • • • • • 
2. &fuci:lioo •••••.•• 
J. Htallh •••••••• • 
4,Soc;:;1Seeuri17am1Wcfr11.rc ••• 
S. Housing uid Comm1mily Amenities !ICC 
6. Cultu~ •lld Reaea1ion , , • • • 
1. E(U)Olnk&rv'iccs 

A. TransportandCornm1.1nica1ion •• 
B. fod~ry Asmlanec and ~klpm~I • 
C. LaboliralldEmp\oym_cnl , 
O. Other Ecooomie Scrvkcs • 

TotalEi:onomlc:Servicu •• 
8-. GcMral Pvblle: Serriccs 

A'. Lcg1sla1i~ ScMces • • • 
B. Law<>nkrand Pv!>lic:Sallcy • • • 
C. FOfdiriAll'aif'5.1ndOlrcrscuAid •• 
0. Gcnenl and Sc:ien1ifie Rc:sardt n« . 
E.~dtnl1_1iitflllivtSe!'Vicc$ •••• 

Toial'(i(nm;\PvblieSefvite5 •••. 
9. NotAlkl<:.11cd10Function 

A. A.uisuMe lo Diiier Govrrnmmu nee • 
e. PvblieOf:bl. lntcrcst • 
c.ConrfnfellQ'Roern: . 
D. AuctSalcs • 

TOTALOUTLAYS •• 
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Table VI-Commonwealth Government Budget Outlays ($m) 

I. DEFENCE 
1972-73 1973-74 1974-7S 1975-76 1976-77 1977-78 1978-79 197!MO 1980-81 1981-82 1982-83 1983-84 1984-85 198S.86 1986-87 19&7-88 

'" 661 729 191 868 918 
Forces Pt;""'1ncl •••• , 442 

1029 1190 1563 1631 "'7 1749 1948 '"" 2078 
Civilian Pcnonncl •• , •• 140 172 202 207 229 247 '" 271 "' 384 383 .. , 426 4S7 478 ,., Ocfcn-ce Force Retirement Benefits 22 J7 " 63 78 92 "' 12• ,., 168 200 ,., 281 340 386 ... Equipmcnt,o\ndStorcs ••• 339 276 297 402 '" 638 781 "' 1143 ""' 1493 1882 2304 '620 2903 276S 
Defcn« Facilities . . • • 8J " '" 121 '" 139 "' 

,., 
"' '" 201 "' "' 304 393 396 

De(cni:e HoiWng • • • • 7 9 " " J7 " " J 4 -32 33 33 4J " 84 "' 
lnduitria\Capaeity. . • • 

" " " 64 84 9J 107 '" 149 200 282 333 338 340 234 271 
OcfcnecSeienceandTcchno1ogy 

47 Establishment ••• ., 64 64 70 " " " 98 126 139 147 '" 166 184 183 
OcfcnceCo-opcralion • II IO 89 39 " 27 " JO 38 .. ... 46 " ,. 

" " 
O!bcr~fcll(eProy.mu 110 79 " ,. ,,. IJ7 15J '" "' 292 295 320 J3l 383 "' "' TOTAL DEFENCE • 1225 1304 "" 1821 2149 2340 "" 2965 3490 .. ,.. 4701 0298 5938 6673 7209 7404 2. EDUCATION 
Univmitics •.. 142 292 0-02 039 640 "' 728 793 "' 1007 "'" 1163 )2'0 137.S 1427 "" 
Ad\l&no;cd Education •• 66 177 367 390 472 477 '" SJO '" 6)7 68' 700 821 920 "' JOSI 
TechnicalAndFurthcrEducatiol'I . 16 34 " 81 100 147 173 193 198 224 209 "' J7J ,,. 384 ,., OtherTcniai:y Education .. I I 2 -31 -39 -42 _., _,, 

-64 -79 -os -114 -121 -13S -)28 -137 
~hoolsandPK-&:hools-Scates 84 "' 376 372 438 70) 719 710 836 1016 )209 l)JO 14'7 I070 1617 1751 
Schools and Pre-Schools-ACT. 

" 
,. 

" 80 .. 89 9J 94 100 116 14) 160 178 )91 206 "' 
OlflcrSecon4'ry £ducation. 0 29 120 189 228 2 3 ' ' 2 2 ' 8 6 6 4 
S1ulknlAssiu1nce.,. 6J 7J 100 IJJ 162 )76 186 '" "' 234 282 JJ3 "' 422 498 613 
SpecialOroups ••.• 26 43 " " " 69 80 7J " l02 "' )27 l42 1'8 170 194 
Other Education Program5. 20 21 27 J7 " JI J6 24 " JO 34 .. .. ,. 

6J 74 TOTAL EDUCATION • • 442 8'9 1664 1860 2l69 2359 2482 "'' 2811 3268 3116 4086 4519 491S S2f6 "" J. HEALTH 
McdicalScf\'iccsandBcntlits. 2l8 231 303 8JO 661 481 639 "' 802 911 1073 1639 2551 2939 3242 "" 
Hospi11IScrviccsandBcncliu •• 170 )94 

"' )290 1015 1314 1:m 1478 1716 092 "' 8J7 1413 1'49 )'61 1686 
Phanmce111iarl Scrvka arid &~fi!S 201 244 291 321 "' JOO "' "' 370 464 511 '" '" 129 871 999 
Nursing ffnn'IC and Domi~ihary C1_1rc )07 139 202 24' "' "' 329 380 464 "' 807 983 )093 1167 1298 )443 
llealthServic;C$in1hcACT ••• 31 40 64 " 99 97 67 47 " 84 87 " 123 141 ,,.. 173 
OtherHealthScrvicC:s ••••• 4J 7J '" 16) l7J 168 162 172 202 138 l08 )92 "' 274 JOO '" 
flealthAdministn:tionandffi:O\·criei; • 

" " J7 34 34 " 34 J2 J2 ... " 72 "' 72 68 7l TOTAL HEAl.TH • • . 786 949 '"' 2959 """ 2701 2902 3165 3636 2900 3417 4401 "" 6870 ,.,, 8213 

Table VI-Commonwealth Government Budget Outlays ($m)-conlinued 

4. SOCIALSECURITY AND WELFARE 
A$Sislance1othcAged •• , • , 
Assisum:c to Vetcra~ and Dependants 
Aui511nce101hcHandicappcd • , 
AzistancctoWidowsandS1nglcParcnts 
~1nce10Fami!ies. •••• 
J\s.1lst1oa:1othcUncmplo~._ndSick 
OthcrWc\Carc •• , -. 
Aboriginal Advancement nee 
Adminillration •. , • 

TOTAL SOCIAL SECURITY AND 
WELARE • • • • • • 

S. HOUSING AND COMMUNITY AMENITIES 
Housing ~llnCC Olhcr Oovcrnmc:nlt 
AWslanoc to Firs1 H~ Buyen 
HousinginthcACT • 
Defence Service Homes 
HOllSingOthcr ••• 
G~ra\Adminimuion .• 
Urbiln and J<qlolllll Dntclopmcnt or:c: 
Prot~ionorthcEnvironmcnl ••• 
\hb;&nAdministratlon •••• , 

TOTAL HOUSING AND COMMUNITY 
AMENITIES NEC • • 

6. CULTURE AND RECREATION 
Broadcasting and Television 
N1tiona\Colkc\ions •. 
AnsandC11lt11re ••• 
Youth Sport and Re<:milion 
NaticMl Estala and Parks 

TOTAL CULTURE AND RECREATION 

1972-73 1973-74 1974-7S 1975-76 1976-77 1977-78 1978-79 1979-80 198()..81 1981-82 1982-83 1983-84 1984-85 1985-86 1986-87 1987-88 
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Table VI-Commonwealth Government Budget Outlays ($m)-continued 

7. ECONOMIC SERVICES 
A. TRANSPORT AND COMMUNICATIONS 

Comm11nieati011. 
AirTn.nspo~ •• 
R()adTn.nsport. • . •• · 
IWITn.rBpon •. 
SeaTn.1Upor!. •• 
Pipelines. •••••••• 
Other Transport •nd Communica:liom • 

TOTAL TRANSPORT AND 
COMMUNICATIONS. . 

B. INDUSTRY ASSISTANCE 
DEVELOPMENT 
Fote:!tryand Fishinglndu.nrics •• 
Agricull11T11!a:ndPasror.illnd1.151rici. 
Mining. , ••• , , • 
Manufacturing ••• , •• 
Touris1 ..••.••. 
E\port ••...•.. 
OthcrAuisr1acc10Zrrdusuy •• 

TOTAL INDUSTRY ASSISTANCE AND 
DEVELOPMENT • • • . . • • 

1972-73 1973-74 1974-75 197S-76 1976-77 1977-78 1978-79 1979·80 1980-81 1981-82 1982-83 1983-84 1984-SS 1985-86 1986-87 1987-88 
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ISi 221 266 328 479 371 412 
9 11 ~ JO n ~ % 

339 328 297 27S 295 242 240 
m ~ m w n • n 

993 1162 tl03 1221 1425 1180 1224 
C. LABOUR AND EMPLOYMENT ---------------------------------~ 

Training Programs , • , , • • • 6 14 49 1'J 76 IJ8 ISS 64 'JI 108 126 183 210 191 193 210 
lob Crc.11tion and Employmtnt Auis13m:~ 0 0 0 0 0 0 0 24 41 S6 219 S71 S28 392 344 233 
Commuriily&scdandAborigincs. • I 0 I I 3 7 9 22 29 54. 58 87 106 117 134 JSl 
Plaecmcntflnfomu.tionServiccs. • , I 0 I O 0 S2 67 66 9(1 102 100 132 ISO 172 171 180 
lndl.IS!rfa\Rcbtions •• , . . • 23 26 30 49 69 SI 41 48 S2 54 64 67 82 103 IOS 110 
&onomie and Labour Market Ad~ising 0 0 0 O 0 0 0 I I 1 I 6 8 10 If 12 
Gcmnil Administr.ition, • • • • 32 43 4S S7 64 2S 21 37 31 34 62 SO SS SS 72 82 

TOTAL LABOUR ANO EMPLOYMENT 

D. OTHER ECONOMIC SERVICES 
Economie Tnde a:nd Regulation 
MttcorologicalServka •.• 
Na1ionllM1pping .• 
WatcrSupply •.• 
El«lrici1ySupply •• , • 

~!:.,'fu'L·rv~ n'ec : : : 
TOTAL OTHER ECONOMIC SERVICES 

TOTAL ECONOMIC SERVICES • . • • 
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Table VI-Commonwealth Government Budget Outlays ($m)-continued 

8. GENERAL PUBLIC SERVICES 
A, LEGISLATIVE SERVICES 

Po1rli.11111m1 Hwsc Con.suuttion Au1boril.)r 
P:irh.amcn1.aryfa~nd11Urc •••• 
Othcflcgis!Jtiv.:Scniccs .••• 

TOTAL LEGISL\TIVE SERVICES. • 

B. LAW ORDER AND PUBLIC SAFETY 
CourtsandlegalScrvices . 
Sc.:urily:andlntd!igcr= • 
Police and PrhonSeNkcs ..•. 
Otherl..,;iwOrdcrandPubllcSifc1y • 

TOTAL I.AW ORDER. AND PUBLIC 
SAFETY .• 

C FOREIGN AFFAIRS AND OVERSEAS AID 
BrlJlero/Ald •.• 
Muhil.atcr.a\Aid •• 
(};cneasAid01hcr .•. 
ForcisnAlfairsNon·Aid • 

TOTAL FOREIGN AFFAIRS AND OVER· 

197273 1973·74 1974.7.S 1975-76 1976-77 1917-78 1978-79 1979-80 1980·81 1981-82 198H13 1983-84 1984-SS 1985·86 r986-87 1987-88 
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SEAS AID • • • • 276 J60 433 SQO SS4 606 645 71.S 802 922 1034 1148: 1272 1325 1302 1392 

D. GENERAL AND SCIENTIFJC RESEARCH 
NEC 

CSIRO ....••.•.. 
AustraliJnN'uc1urScienccundTC(:hnology 

Organil.ltion .. 
~MrScicnlifu:nec. 

TOTAL GENERAL ANO SCIENTIFIC 
RESEARCH NEC . 

E ADMINISTRATIVESERVICES 
F1nJncialAITafrsand f"isca!AdmmistrJl1on 
A11slrJtian Buteau orStati\tics . 
ACT llrn;I hilmd Territories. , 
Construction Ser~iccs • • . 
Commonwuhh Offices • • • • 
Propeny MJnagcmcn1andScrvic:t:t> 
Rent •••••••• 
NctSupcrJnnuJtionPa)mcnlsntc. 
Ot~r •••• 
Ra:ovcrinMc •...•• 
Prottcl,ofOnp>ingSJlcsofA~IS 

TOT AL ADMINISTRATIVE SERVICES 

TOTAL GENERAL PUBl.IC SERVICES . 
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Table VI-Commonwealth Government Budget Outlays ($m)-continued 
1972-lJ 1973-74 1974-75 197.S-76 1976-77 1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-~ 1984-85 1985-86 19&&.&7 1987-SS 

9. NOT ALLOCATED TO FUNCTION 
A. hSSlSTANCE TO OTHl:R GOVERNMENTS 

~ncralR~nucAu'1111nce 1101 1923 2488 3112 17 " " "' 28 1281 1426 ,,., 1893 11920 13221 142$3 
Capit41Auislance ..•.. 850 726 938 1139 1197 1263 1249 1157 1219 12-09 1124 "" IOSS IOSJ ,., -102 
Debi i\Wsta11«. . , • . • • 78 " 104 47 47 49 " " 67 79 "' 110 121 50 " " Loa/ Gov«11mtn1 AuHt.:zru.'C' • • • 0 0 " 80 140 '" 179 "' Jl>2 3'3 427 4'l "' "' 586 6'2 
As.sktana: to South Wat Tasmania 0 0 0 0 0 0 0 0 0 0 0 63 34 34 JO lO 
Na11m1l Dist.uter Relief Payments • • 

_, 
" II) " " " " IO 70 " 132 112 -15 -· 3 -6 

Auisll.m« lo Other Gol'emmcms Ol~r 0 0 0 0 3696 4369 SOS9 "" 628S 6960 7793 8560 "" 0 0 0 

TOTAL ASSISTANCE TO OTllER GOV· 
ERNMENTS NEC • • • • • • • 2623 2763 3700 4436 5123 S91S 6573 7100 7971 '"" 10991 12253 12658 13587 14437 14869 

~ B. PUBLIC DEBT INTEREST 

"' lntcrcsionBchalroftbeStatcs .•.. 14 16 " 16 " " " " 30 1422 1591 1687 1856 1991 2074 2116 
Interest Re«ived on Commonwa!th Stock '"-86 

_,, -:-110 -127 -114 -!OS -107 -13:5 -100 -133 -108 -'6 -84 -IOJ 
_., -86 

ln1crcs1 Rcaivedon Behalf of th!: 
CocnmonwC<1hh •••.• 746 79' "' 1079 "'" 1731 2053 2332 2692 1592 1897 2731 3886 5167 5940 "" 

TOTAL PUBLIC DEBT INTEREST. 674 "' 881 967 1411 1649 I 911 2223 2562 2882 3379 4331 5658 1055 7923 7851 

C. CONTINGENCY RESERVE. . • 0 0 0 • • 0 0 0 • 0 0 • 0 • '"' 
D. ASSET SALES ..... 0 • 0 0 0 0 0 0 0 0 0 0 0 • 0 -J(XlO 

TOTAL NOT ALLOCATED TO 
FUNCTION • "" 3475 4586 5<03 "" "" "" "" 10533 """ 14370 16584 18316 """ 22360 21870 

TOTAL OUTLAYS •.••.. 10133 12192 17808 21787 240IS ""' 28912 31445 ""' 41189 48793 56432 63714 699111 74899 78!'6 

Table VII-Commonwealth Budget Outlays in National Accounts Format ($m) 
1972-73 1973-74 1974-75 1975-76 1976-n 19n-18 1978-79 J979·80 1980-81 1981-82 1982-83 1983-84 1984-85 J!ISS-86 J9S6-87 1987-88 

CURREfllT OUTLAYS 
CurRnl Outl~ys Of\ GOO<b and Set\'i~ 

Dcfcno;c-Slll~rics .•• , •• 
.,. 777 "' 1006 1101 1193 1251 1380 1593 "''' 2169 2234 "" 2523 2610 2732 

-·OthcrthanS.l:lrics •.• "' 508 623 741 978 1<»1 1279 1551 1856 19'4 2478 3012 "" ""' 4544 "" 
Non-lkfencc··Sabrics •..•. '" 754 1017 1185 IJl8 141J 1480 1513 1811 2171 2440 2742 3070 3401 3651 3813 

-OtherthlnS.laries ••.• "' 389 '" 665 664 896 '" '" 1103 ""' 1470 1967 "" 2652 2900 3400 

Toul Cum:nl Oulb)S on Goods and Services ""' 2428 3083 3597 4061 4593 4946 , ... 6363 7489 "" 9955 11205 12669 13705 14388 

Cum:nl Tnr1$fcr hymcnl$ 
713 2223 7090 7978 

lntercsl,., .••. ,. 674 887 967 1412 1649 1971 2562 2882 3379 4336 5666 7903 

&llJ:ridiq • • • • • • • • 2SO 281) 300 426 387 '" "' 
81)1 1026 1121 1191 1211 1318 1323 1061 '" 

Pcrson.1lBe11ClilPaymcnlS .•.. "" 3096 "'" 6000 ,, .. 8103 8936 "" 10965 127W IH76 18386 20664 22Jj8 """ 26784 

Grantstofllon·Prolillnsti1u1ions •• " " 47 98 143 190 "'' 251 "' 381 547 651 787 881 "" 887 

Tramfcn 10 Non.Sud~! 5cctors (a) • 302 '" 470 "' 653 "' 752 743 '" "" 1292 1409 1608 18'6 1889 2168 

GrantstoOtherGovcmmcnts. 2078 
,,., 

"'° 
,,., .... 7263 "" ""' 10334 """ 13182 15017 16$10 11751 19331 "'" 

TrarnfcnOvcrseas. , ••.. 219 247 '92 306 343 383 ... 493 '" 631 687 729 807 806 783 818 

OthcrTr<1ruftn . . . . . . 
1819S 21o4i 26668 :mJ56 411.W 47360 

10 

w 
TotalCum111Tnir1$ferPayrnenlS ••. 6087 ,,,. 10186 13981 16332 23329 35855 5207:! 561.51 60309 

'° 
TOTALCURRENTOUTLAYS ••• 8197 9677 13269 17578 2039J 23388 25987 28789 33031 3784S 44411 51695 58565 64741 69862 74697 

..... CAPITAL OUTLAYS 
C~pit1\ Outbys 011 GOO<b and land (b}. 130 170 308 318 286 163 8l 86 " 191 311 244 "' 370 J86 633 

C;ipit~ITransfcrPaymcnts" 
Tr:ms(cntoN'on-Budg«s.:«or{aJ " Ill 156 213 200 198 I .. 187 192 191 240 237 342 429 '80 568 

GranlStoOthcrGovcmmcnts. 694 897 1348 "" 
,,., 

""' 1485 1546 1649 1778 2230 2792 Jf6S J247 "'' 2973 

Grants100th«Scetori{<") • " 62 " " 88 " 
,. 139 "" 192 241 328 388 331 298 3'5 

Tola[ C1pital Tr.ins{cr ~ymcnlS, 828 1010 1582 1859 1818 "" 1713 1871 1961 2161 2711 3358 3895 •007 4127 3886 

Net Advances 
Tofllori.Budg<tScclor(a). 324 424 "' "' ... 42 -111 -100 

_,, 
13 183 -18 -17 -102 -122 -104 

ioOtherGovcmmencs .. , '" 1259 "" 1279 1262 1127 896 '" 866 "" 1002 "' 786 "' -40 

ToOthcrScctors(d) , . -14 106 '" 70 -64 " " 
_,, 

" 113 "' "' 133 115 IOI " 
TotalNctAdvanco .•• 977 1275 2648 2032 1519 1315 1070 700 9'8 993 13'4 1135 '" 800 "' -70 

i\MetSales . , • , . 0 0 0 • 0 0 0 () 0 0 0 0 0 0 0 -1000 

TOTAL CAPITAL OUTLAYS 1936 2515 4538 "" 3622 3277 2925 2656 "" 3345 4382 4736 '"' HIT 5038 3449 

TOTALOtJTLAYS ... 10133 12192 17808 21787 240IS 26665 18912 31445 35996 41189 48793 56432 63714 69918 74899 78146 

(a} The Common..,.callh Non-bud~t S«tor conshts or Ct;immonv.ca\th authori1ics which opera.le ouuidc the Public Account. This includes both general govcmmcnl authoritie:oi which largely depend upon budget funding 

(cg. ABC) and public 1r~d1ng cntcrprisc:i. whkh arc b.rgdy i;elr financing. 
(b) Capilal Out tars as Goods and t.ind includes 1hc purchas.e of m-w li~ed awns, pure~ less 5.3lts ol sn:ond band fi~ed assets and land, and net increai;e in "ocls. 
(t) Consists of capit1l vants to public fimmcia\ enterprises, private cnterprhc:s. non-profit organisations and peMnS.. 
(d) Consistsofnc1advanc:cs1opub1iclinancialen1erprisci,privatcenlcrpriscs,persons.non·prolitorgani$ationsandoverscas. 



Table VIII-Domestic and Overseas Outlays of the Commonwealth Government Budget ($m) 

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 
1987-88 

1983-84 1984-85 1985-86 1986-87 (eslimatc) 

CURRENT OUTLAYS-
Domestic Outlays 

Current Outlays on Goods and Services-
Defence 

Salaries . • • • 1190 1247 1376 1589 20S9 2163 2228 2282 2516 2602 2721 Other than Salaries 768 867 I 040 1292 I 514 1712 1952 2167 2488 2924 3019 Non-Defenc:e: 
Salaries • • • • 1394 1462 1551 1786 2143 2413 2716 3042 3365 3607 3759 Othcrtha.n Salaries 836 879 888 1018 1223 1380 J 867 2121 2490 2768 3278 

Total Current Outlays an Goods and Services , 4186 4454 
Cumm Tnimfcr Payments-

4854 5684 6938 7666 8762 9611 10858 11901 12 778 

I merest ........ 1500 1674 1849 2201 2540 2916 3806 5009 6163 6703 6664 Subsidies •• , .•. , • 543 577 801 I 026 1121 1191 1211 1318 1323 1061 983 Personal Benefits Payments. • . 8069 8896 9677 10914 12717 15 506 18303 20572 22232 23 594 26645 w Grants to Non·Protit rnstiludons • 190 204 251 293 381 547 651 787 881 I 029 887 )ii Transfers 10 Non-Budge! Sector 664 752 743 942 1154 1292 1409 1608 1856 1889 2168 Grants to Other Governments . 7263 8156 9097 I0334 11406 J3182 15017 16510 17757 19331 20155 TransrcrsOvcrscas ••.. 122 133 179 218 246 262 305 300 296 264 310 OthcrTransrers,ncc. ... 
IO 

Total Current Transfer Payments 18351 20393 22596 25921 29566 34896 4-0704 46104 50509 54231 58421 
TOTAL CURRENT OUTLA VS , 22537 24847 
CAPITAL OUTLA VS-

27450 31611 36505 42562 49466 5S7l5 61367 66 l32 712/XJ 
Capital Outlays on Goods and Land 132 62 75 37 183 308 231 324 347 368 595 C,apital Transfer Pa)'!Jlenls 1799 I 773 1871 1961 2161 2711 3358 3895 4007 4127 3886 Net Advances Paid . • . • . 1268 I 051 666 914 934 1300 I 040 825 694 419 -164 Aue: Sales (a) • . • . • . 

-1000 
TOTAL CAPITAL OUTLAYS. . 3199 2885 2611 2912 3278 4318 4629 5045 5048 4914 3317 
TOTAL DOMESTIC OUTLAYS . 25736 27732 30061 34523 39782 46881 54097 60761 66415 71045 74517 

(a) The estimated rw:ipts from the sale or major overseas assets (land in Tokyo and the ambassadorial residence in Paris) have been included in domestic outlays for CQmmercial confidence 

""""" 

Table VIII-Domestic and Overseas Outlays of the Commonwealth Government Budget ($m)-conrinued 
1987-88 

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983~84 1984-85 1985-86 1986-87 (Estimate) 

Overseas Outlays 
CURRENT OUTLA VS-
Curren! Ou1lays on Goods and Services {a) 

Ddcntt .•.. , 328 418 516 569 437 773 I 067 1436 1613 1628 1434 
Non-Defence 

Salaries .......... 19 18 22 25 28 27 26 28 36 44 54 
Other than Salaries • • . • . . • 60 56 68 SS 86 90 100 130 162 132 122 

Total Currenl Outlays on Goods and Services 407 492 606 679 551 890 1193 1594 1811 1804 1610 

w Current Transrcr Payments-

"' Interest •.••.•. 149 297 374 361 342 463 530 657 927 1275 1239 

"' Personal Benefil PaymenlS 34 4-0 44 51 63 70 83 92 126 131 140 
TransrcrsOvtrsea.s 261 311 314 328 385 425 424 507 510 519 508 

Total Current Transfer Payments 444 648 733 741 790 959 I 036 1256 1563 1926 l887 

TOTAL CURRENT OUTLA VS 851 1140 1339 1420 I 340 1849 2229 2850 3374 3730 H97 

CAPITAL OUTLAYS-
Capital Outlays on Goods and Land 31 21 " 8 8 9 13 13 23 18 38 
Net Advam:es Paid .... 47 19 34 44 59 54 95 90 106 106 94 

TOT AL CAPIT Al OUT LA VS .. 78 40 45 53 67 64 !07 !03 129 124 132 

TOTAL OVERSEAS OUTLA YS(b) • 929 1180 1384 1473 14-07 1912 2335 2953 3503 3854 3629 

(a) Salaries or all Ausualian ba$Cd staff overseas arc indudcd in domc:stic outlays for the purpose of this table. 
(b) The estimated ~ipts from the $3.le ()f major overseas assets (land in Tokyo and the ambawidorial 1e:sidcncc in Paris) have been included in domestic outlay; for commcrcia! confidence 
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Table IX-Commonwealth Government Budget Revenue 
197374 19747.S 197S76 197677 197778 197879 197980 19808\ 1981-82 198283 1983-84 

TAXATION RFVf.NUE 
ln~-.mlcT,n 

lrn,!1~ulu,1\, 
Gr"" f'A't'f. 
la.• Refund• 

Ncl f'A't'E 
Mcdk-Jrclc~y ... 
Ptewribed PJtrmnh Sricm 
Other 

TotJI lnl"t)TtlCTJ\On lndi~1d1,1.1l•. 
Comp.inie<. • 
Wnhhuld1ni!-TJ>. • 
Rn-..upmcn1T.i• (a). 
frinl"'BcnclihT.11 . 

Tot:r.llnq,mcT.n . 

5.il~T:al . 
Exci<cOuty 

Cr11deO.landLPG , 
Pc1ro1cumP1oduc1s. 
01hcrE\Ci..c Duty 
Tut.ii E>.ci...:Duty 

Cu"um•Duty 
lmporl) •.• 
CwlE•pofl• •• 
Total<:'u•ioms Duty .. 

B.mlr. Acooun1 Debit• TJ.; • 
ACT Toues and Clurgc<; 

P.iyroUT:n . 
S1:1mroDu1y ••• 
ACT Gener.ii R~tes • . . . 
Other ACT T.il~ and Ch..iri;es • 

OthcrTa>.c:s.F~andFines 
DeparturcT?l •..•• , • 
Bro:11k:a\l.in1JndTdcvisionlici::nccFccs 
01hcrTaa.fcl:$~1\d Fines nee. 

TOTAL Ti\,Xf\TION REVENUE • 
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Table IX-Commonwealth Government Budget Revenue-continued 
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STATEMENT NO. ?-TRANSACTIONS OF THE PUBLIC SECTOR 
ASA WHOLE 

The Commonwealth Budget accounts for around 70% of total public sector 
outlays and for some 75% of public sector revenues. When transfers to other sectors 
of government are excluded, however, the share of the Commonwealth Budget 
sector in total outlays is reduced to less than half. This Statement reviews transac
tions by the public sector as a whole and by its major sub-sectors. 

COMPOSITION OF THE PUBLIC SECTOR 

Data presented on the public sector as a whole in the Budget Papers in previous 
years have classified Commonwealth and State Government sector activities accord
ing to whether they were administered within or without the budgets of the 
respective levels of government. As administrative arrangements can vary among 
governments, this meant that some functionally identical activities would be classi
fied to different sectors in different States. For example, railway operations fall 
within the budget sector of some States (New South Wales, Queensland and 
Western Australia) but within the non-budget sector of the other States. For some 
purposes, analysis based on this administrative sector classification can therefore be 
misleading. 

Developments in statistical classification by the Australian Bureau of Statistics 
(ABS) now permit an alternative presentation of public sector data by institutional, 
rather than administrative, sector. The institutional sector classification, which is 
used in this Statement, distinguishes· between general government, on the one hand, 
and public trading enterprises (PTEs) on the other-as distinct from budget and 
non-budgetm. 

The principal functions of general government are the provision of non-market 
services, primarily for collective use, and the transfer of income for various public 
policy purposes. These functions are financed primarily by compulsory levies on 
other sectors; that is, largely by taxation. With some exceptions, general government 
does not perform these functions on a normal commercial basis. In contrast, PTEs 
have a greater commercial orientation, normally selling goods and services to the 
public on a large scale with the financial returns accruing in the first instance to 
the agency concerned. PTEs operate so as to recover, through charges for their 
goods and services, all or a significant proportion of their operating costs. There are 
often transfers (subsidies) from general government to PTEs and vice versa (divi
dends), but the manner in which each sector undertakes its functions underpins an 
analytically meaningful distinction. 

' There are three levels of government in Australia-Commonwc:alth, State and local. State and local govern
ments arc groupc:d 1ogcther for the purposes of this S1atcmcnt and are dcno1cd as State/local. This Statement 
employs data prcpurcd by Che ABS on the basis of lhc classilicalion mclhods sci out in the Classifica1ions 
Manual for Goi·ernment Finance Statistics, Australia (ABS Catalogue No 1217.0). The data reflect the 
estimates presemcd in Budget Related Paper No. 2 Naiional Income and Expenditure 1986-87 {ABS 
Catalogue No 5213 0) and are more recent 1han data published in Government Financial Estimates, 
4us1ral1a, /986-87 (ABS Catalogue No 5501.0). There arc, however, some differences between the govern
ment financial estimates and national accounts data. In particular, the national accounts incorporate estimates 
of current cost dcprecia1ion {treated as part or current outlays under "consump1ion of fixed capital') while 
!he government financial estimates for general government include no allowance for depreciation. 
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At the Commonwealth level, the general government sector includes the (ad
ministrative) Budget sector plus a number of Commonwealth statutory authorities 
dependent on budget funding (eg. the ABC and the CSIRO) less a small number 
of on-budget PTEs. The Commonwealth general government sector undertakes 
functions, such as public administration, defence, welfare activities and assistance to 
other governments.°' The Commonwealth PTE sector includes authorities such as 
Telecom, Australia Post and Australian Airlines. At the State level, the general 
government sector includes, for example, the provision of education, health and 
community services. Among State PTEs are electricity, gas and transport authorities. 
On the definitions applied here, the general government sector accounts for about 
95% of total Commonwealth outlays; the corresponding proportion at the State/ 
local level is around 80%"'. 

TRENDS IN PUBLIC SECTOR FINANCES 

Chart I shows trends in the main aggregates for the public sector as a whole since 
1961-62, measured in relation to GDP. 

Chart 1: Public Sector Outlays, Revenues and Deficit as a Proportion of GDP 

40 

35 

JO 

25 

Deficit 

1961-62 1966-67 1971-72 1976-77 1981-82 1986-87 

While the levels of the main aggregate ratios have varied over time, outlays, 
revenues and the deficit, to a lesser extent, are now all higher as a proportion of 
GDP than in the 1960s and early 1970s. The revenue ratios have tended to increase 
fairly steadily over the past 25 years, with only temporary downturns (the most 
recent occurring in the recession of the early 1980s). Major lifts in the outlays 
share, and in the deficit, occurred in the mid 1970s and in the early 1980s. 

2 More details of the coverage of the Commonwealth sector are provided in Budget Statcmcnl No. 8 Covuagt 
and Classification of Information Jn tht Budgtt Startmtnts. 

' Out~ays for I~ PTE s:ctor OOl!fPl'ise cap~tal expenditures and inierest and dividend payments; ~ for private 
trading entcrpnses, their operating expenditures and revenues are neued and an operating surplus 1s calculated. 
Outlays for the general government sector also include final consumption expenditures and other transfer 
payments. 
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Outlays 

Public sector oullays as a share of GDP over the decade to 1986-87, by institutional 
sector and level of government, are shown in Table I. 

Table I-Public Sector Outlays as a Proportion of GDP (a) 

Total 

Common· 
wcal1h 

Common. State/ Common· State/ Common· 'Own State/ 
wealth '""" Total wealth '""" To1al wealth Purpose' """' Talal 

% % % % % % % % % % 
A\'Cragc: 1977-78 

10 1986-87 . 28.J 17.1 34.7 1.6 4.8 6.4 29.4 18.7 21.1 39.8 

1977 78 28.4 f7.9 34.5 1.7 4.0 5.7 29.6 17.8 21.0 38.8 
1978-79 27.2 17.2 33.1 1.4 4.0 5.4 28.1 16.9 20.4 37.3 
1979-80 26.3 16.8 32.5 1.5 4.2 5.6 27.4 16.8 20.2 36.9 
1980-81 26.4 16.5 32.4 1.5 4.3 5.8 27.6 17.0 20.1 37.1 
1981-82 26.8 16.4 33.0 1.7 5.0 6.7 28.1 17.9 20.9 38.8 
1982-83 28.9 17.4 35.6 f.7 5.9 1.5 30.f 19.3 22.4 41.7 
1983-84 29.6 17.2 36.0 1.7 5.5 7.2 30.9 20.l 21.8 41.9 
1984-85 29.9 17.4 36.8 1.6 5.0 6.6 lf.l 20.6 21.4 41.9 
f985-86 29.3 17.4 36.5 1.9 5.0 6.9 30.8 20.7 21.4 42.2 
1986-87 28.5 17.2 36.1 1.8 5.0 6.8 30.1 20.4 21.2 41.6 

(a} From 1978-79, !he Norlhcrn Terri1ory is treated as part of the State/local government sector; before then 
it is lrc.ncd as part of the Commonwealth sector. This change, however, has not affected the movements 
in Stale/local outlays since that lime. 

The table includes a column showing Commonwealth 'own purpose' outlays; 
this excludes outlays which represent direct transfers to the State/local government 
seclor (ie grants and net advances) or which are made on behalf of the State/local 
government sector (ie interest on advances). Netting out such transactions between 
1he Commonwealth and Slate/local seclors permits consolidated oullays of the 
public sector as a whole to be presented without double-counting"'· 

Commonwealth own purpose outlays increased more rapidly than State/local 
seclor outlays in lhe early 1980s, although this situation has now been reversed. 
Those aggregate comparisons may not, however, correspond to the locus of effective 
decision making. For example, a significant proportion of Commonwealth outlays is 
transfers to the States provided on the condition that funds be used for designated 
purposes ('specific purpose payments'). The ensuing outlays for those specific 
purposes are classified as State outlays. In some cases, however, these payments 
relate to functions for which the Commonwealth has effective responsibility for 
funding and policy decisions-for example, universities and colleges of advanced 
education. When such expenditures vary, it is essentially as a result of decisions at 
the Commonwealth level, even though the outcomes are reflected in the State, 
rather than the Commonwealth, outlays classification. Given this arbitrariness in 
the existing classification of lawn purpose' outlays,. the discussion in the remainder 
of Ibis Statement focuses on trends in each sector's tolal outlays. 

Public sector outlays in total grew strongly in the early 1980s, increasing from 
37.1% of GDP in 1980-81 to 41.7% in 1982-83 (see Table I). Both levels of 
governmenl conlribuled 10 Ibis increase. Most of the Commonwealth's con1ribu1ion 

' S1m1lar nening out ts involved in deriving each of the sectoral 'total' columns to account for transfers between 
the general government and PTE sec1ors. 
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reflected a lift i? the expenditure share of the general government sector, resulting 
both from the impact of the recession as well as discretionary policy decisions. 
State/l?~l general governmenl outlays also rose for similar reasons, though to a 
more hm1ted extent. Around two thirds of the increase in aggregate Slate/local 
outlays, however, was due to large capital works projects undertaken by State PTEs 
to.expand electricity generating capacity and to provide infrastructure for expected 
resource development; Slale/local PTE outlays as a share of GDP rose by almosl 
two percentage points over the five years to 1982-83. Between 1983-84 and 
1985·8~ total public seclor outlays averaged around 42% of GDP, before falling 10 
4l.6% .'" 1986-87. PTE sector outlays have fallen since !heir 1982-83 peak, primarily 
refleclmg the completion of the aforementioned State PTEs' capital projects. 

Outlays of the general government sector by main economic type and for each 
level of government are shown in Table 2. The basic distinction is between net 
expenditure on goods and services and transfers and advances with the former 
representing the direct demands of governments on real resource~. 
Net expenditure on goods and services by the general government sector increased 
modestly over the decade, from an average just below 19% of GDP in lhe first half 
to an average of around 19.5% in the second half. This increase was more than 
accounted for by an increase in consumption expenditure; capita] expenditure as a 
proportion of GDP declined marginally over the decade, reflecting developments in 
the State/local general government sector. 

Transfer payments made by general government trended upwards over the 
decade, increasing from an average of around 14% of GDP during the first half 10 
more than 16.5% in the second. This largely reflected increased Commonwealth 
personal benefit payments and higher debt servicing costs for the Commonweallh. 
The former was due to increased numbers of welfare recipients, as well as increased 
benefit levels, and the latter to higher interest rates and rising levels of public sector 
debt. 

Commonwealth lransfers to the State/local sector declined as a share of GDP 
during the late 1970s and early 1980s, but increased in 1982-83 and 1983-84 in line 
with faster growth in recurrent funding, and payments in respect of natural disaster 
and drought relief and Medicare. Such transfers have subsequently declined to their 
lowest level during the last decade. 

For the general government sector as a whole transfer payments account for 
just under half of total outlays. Transfers dominate the expenditures of the 
Commonwealth sector, however, accounting on average for almost 80% of its 
outlays. This reflects its social welfare responsibilities and the transfers made to the 
State/local sector. Transfers comprise less lhan 25% of Slale/local general government 
outlays. 
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Table 2--General Government Sector Outlays by Main Economic Type &S· a by State PTEs. Net expenditures by Commonwealth PTEs (which represent around 
Proportion of GDP one quarter of the total) have changed little over the past decade. 

Net Expenditure on Transfer payments made by the PTE sector have increased strongly over the 
Goods and Services Transfers and Advances 

decade, being on average more than one percentage point of GDP higher in the 
Transfers second half than in the first. Virtually all of this increase occurred in the State/ Personal IOOlbcr 

Consump- Capital Benefit Govern· local PTE sector primarily reflecting higher interest payments (due to growing levels 
tion (•) Total Payments Interest mcnlS(b) Othcr(c) Total Totat of debt and higher interest rates) and, to a much more limited extent, growth in 

% % % % % % % % % dividends paid to State Governments (reflecting dividend policies recently 
Commonwealth implemented by some States). . 

Average: 1977-78 
to 1986-87 , 5.6 0.3 5.9 8.8 2.2 9.5 1.6 22.2 28.1 

Table 3-Public Trading Enterprise Sector Outlays by Main Economic Type as a 
1977-78. 5.5 Q4 5.9 8.6 l.8 lo.6 1.5 225 28.4 Proportion of GDP 
1978-79. 5.2 0.3 5.5 8.4 1.8 10.0 1.4 21.7 27.2 
1979-80. 5.1 0.3 5.4 8.1 1.8 9.5 1.5 20.9 26.3 Net Expenditure on 
198(}...81. 5.3 0.1 5.4 8.l 1.9 9.4 1.6 20.9 26.4 Goods and Services Transrcrsand 
1981-82. 5.5 0.3 5.8 8.3 1.9 9.l 1.8 21.0 26.8 (•) Advances {b) Total 
1982-83. 5.8 0.4 6.2 9.2 2.0 9.7 1.9 22.8 28.9 
1983-84. 5.9 0.3 6.2 9.6 2.3 9.8 1.8 23.4 29.6 % % % 
1984-85. 6.0 0.3 6.3 9.6 2.6 9.5 1.9 23.6 29.9 Commonwealth 
1985-86. 6.0 0.4 6.4 9.3 2.9 9.1 1.6 22.9 29.3 Average: 1977-78 
1986-87. 5.9 0.4 6.4 9.1 3.0 8.7 1.3 22.2 28.S to 1986°87 . 1.0 0.6 l.6 

State/local 
1977-78 1.2 0.5 l.7 Average: 1977-78 

to 1986-87 . 10.6 2.7 13.3 0.3 1.5 21 19 17.l 1978-79 0.8 0.6 1.4 1979°80 0.9 0.6 l.5 
1977-78. 10.5 3.5 14.0 0.4 l.5 2.1 3.9 17.9 1980-81 1.0 0.5 1.5 
1978-79. 10.3 3.3 13.5 0.3 1.5 1.9 3.7 17.2 1981·82 I.I 0.6 1.7 
1979-80. I0.3 2.9 13.3 0.3 1.4 1.8 3.5 16.8 1982-83 1.0 0.7 1.7 
1980-81. 10.4 2.5 13.0 0.3 1.4 1.8 3.5 16.S 1983-84 1.0 0.8 l.7 1984-85 1981-82. IO.S 2.4 13.0 0.3 1.4 1.7 3.4 16.4 1985·86 

0.9 0.7 1.6 
1982-83. 10.9 2.4 13.3 0.3 l.S 2.3 4.2 17.4 1.2 0.6 1.9 
1983-84. 10.8 2.4 13.I 0.3 1.5 2.3 4.1 17.2 1986-87 I.I 0.7 1.8 
1984-85. 10.8 2.5 13.2 0.3 1.5 2.3 4.1 17.4 

State/local 1985-86. 10.6 26 13.2 0.3 1.6 2.3 4.2 17.4 
1986-87. 10.5 2.5 13.1 0.3 1.5 2.3 4.2 17.2 Average: 1977-78 

to 1986·87 • 3.1 1.7 4.8 Total 
Average: 1977-78 1977-78 2.8 1.2 4.0 to 1986-87 • 16.2 3.0 19.2 9.l 2.6 3.7 15.S 34.7 1978·79 2.8 1.2 4.0 1979-80 2.9 1.3 4.2 1977-78. 16.0 3.9 19.9 9.0 2.0 3.6 14.6 34.5 J980-8J 3.0 1.3 4.3 1978-79. 15.5 3.5 19.0 8.7 2.l 3.3 14.2 33.1 1981-82 3.5 1.4 5.0 
1979-80. 15.S 3.2 18.7 8.4 2.1 3.3 13,8 32.5 1982-83 3.9 2.0 5.9 1980-81. 15.7 2.7 18.4 8.3 2.2 3.4 14,0 32.4 1983·84 3.5 2.1 5.5 1981-82. 16.0 2.7 18.7 8.6 2.2 3.5 14.3 33.0 1984-85 2.9 2.1 5.0 1982-83. 16.7 2.7 19.4 9.5 2.4 4.2 16.2 35.6 1985-86 2.8 2.3 5.0 1983-84. 16.7 2.7 19.4 9.9 2.1 4.l 16.6 36.0 1986-87 2.6 2.4 5.0 1984-85. 16.7 2.8 19.5 9.9 3.1 4.2 17.2 36.8 
1985-86. 16.6 2.9 19.6 9.6 3.6 3.8 17.0 36.5 Total 
1986-87. 16.S 3.0 19.4 9.4 3.6 3.7 16.7 36.l Average: 1977-78 

(a) Comprises gross fixed capital expenditure, changes in stocks, and net expenditure on land and intangible 
to 1986-87 . 4.1 2.3 6.4 

""IS. 1977°78 4.0 1.7 5.7 (b} Comprises grants and net advances to the State/local sector. 1978-79 3.6 1.8 S.4 (c) Comprises subsidies to enterprises, other current and capital gtants and other net advances. 1979-80 3.8 1.8 5.6 1980-81 4.0 1.8 5.8 1981-82 4.7 2.1 6.7 
Table 3 shows PTE outlays by economic type expressed as a proportion of 1982-83 4.9 2.6 7.5 1983-84 4.4 2.8 7.2 GDP. Net expenditure on goods and services consists of capital expenditures only, J984-8S 3.7 2.8 6.6 

as consumption expenditures by PTEs are treated as an offset to revenues in 1985-86 4.0 2.9 6.9 1986-87 3.7 3.1 6.8 calculating their operating surpluses. Taking the decade as a whole, net expenditures 
{a} Comprises gross fixed capital expenditure, changes in stocks, and net expenditure on land and intangible by this sector have not shown a trend, fluctuating around 4% of GDP. They peaked 8"'1S. 

in the early 1980s under the influence of the large infrastructure projects undertaken (b) Comprises interest and dividends and other minor transfers. 
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Revenues 
Public sector revenues by sector and level of government for the past decade 

are shown in Tables 4 and 5. Salient points are: 

• the Commonwealth raises more than three quarters of total public sector 
revenues, although it undertakes a significantly smaller proportion of final 
outlays. This disparity has its origins in the uniform income tax arrangements 
agreed with the States during the Second World War. Partly as a result of 
these arrangements, the Commonwealth makes significant transfers to the 
State/local sector to assist in financing its outlays; over the second half of the 
past decade such transfers have on average been of the same magnitude as the 
State/local sector's directly raised revenues; 

• public sector revenues relative to GDP have increased substantially and fairly 
steadily over the past decade; at 36.3% of GDP in 1986-87, total revenues 
were more than four percentage points higher than IO years earlier. Around 
two thirds of the increase was accounted for by the Commonwealth sector; 

• both Commonwealth general government and PTEs' revenues showed trend 
increases; 

• comparing first and second half decade averages, State /local sector total 
revenues increased by around I /2 of a percentage point. On the same basis 
own revenues increased by one percentage point of GDP, more than offsetting 
the decline in grants and advances from the Commonwealth; and 

• the increase in State/local sector own revenues was shared fairly evenly 
between the general government and PTE sectors. 

Table 4-Public Sector Revenues by Level of Government as a Proportion of GDP 
State/local 

Average: 1977-78 
to 1986-87. 

1977-78 
1978-79 
1979-80 
1980-81 
1981-82 
1982-83 
1983-84 
1984-85 
1985-86 
1986-87 

Own 
Commonwealth (u) Revenue (a) Transfers (b) 

% 

26.2 

25.0 
24.2 
24.9 
25.9 
26.8 
26.5 
25.8 
27.3 
27.4 
28.0 

% 

8.7 

8.3 
8.0 
8.0 
8.1 
8.4 
9.1 
9.0 
9.2 
9.4 
9.3 

% 

9.5 

10.6 
IO.O 
9.5 
9.4 
9.1 
9.7 
9.8 
9.5 
9.1 
8.1 

Total Total (c) 

% 

18.2 

18.9 
18.1 
17.6 
17.S 
17.5 
18.8 
18.7 
18.7 
18.5 
18.0 

% 

33.7 

32.1 
31.0 
31.8 
32.8 
34.1 
34.4 
33.6 
35.S 
35.8 
36.3 

(u) Comprises taxes, fees and fines, PTEs' net operating surpluses, and property income and other revenue. 
(b) Comprises grams and net advances from the Commonwealth. 
(c) Nel or transactions, including interest paid, between the Commonwealth and State/local sectors. 
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Financing Transactions 
Table 6 shows public sector deficits as a share of GDP as defined in the government 
financial estimates-that is, outlays less revenues less increases in provisions, including 
for depreciation and superannuation. 

Table 6-Pubfic Sector Deficits as a Proportion of GDP 
General Qo\/Cmmcnt Public Trading Enterprises 

Common· State/ Common· State/ 
wealth local Total wealth local Total 

% % % % % % 

Average: 1977-78 
to 1986-87. 2.3 1.0 2.7 0.3 2.0 2.J 

1977-78 J.3 1.7 3.7 0.5 1.5 2.1 

1978-79 3.1 1.4 3.S 
o:i 

1.7 1.7 

1979-80 1.6 1.2 2.1 1.8 2.1 

1980-81 0.7 0.9 l.O 0.3 2.0 2.3 

1981-82 0.3 0.7 0.6 0.4 2.5 3.0 

1982-83 2.6 0.8 2.9 0.4 2.9 3.4 

1983-84 4.1 0.6 4.2 0.2 2.S 2.7 

1984-SS 3.1 0.7 3.S 0.2 1.6 1.9 

1985-86 2.3 1.0 3.1 0.4 1.7 2.1 

1986-87 I.I 1.2 2.2 0.3 l.S 1.8 

The deficit of the State/local sector is partly met by advances from the 
Commonwealth (largely under the State Governments' Loan Council program). 
Table 7 shows each sector's direct calls on financial markets (that is, excluding that 
portion of their deficit which is met by net advances), and the resulting consolidated 
net public sector borrowing requirement (PSBR). Chart 2 also shows the net PSBR 
by level of government and institutional sector. Table 8 shows the reconciliation of 
the State /local sector's deficit with its net PSBR. 

As shown in Table 7, estimates of the PSBR are also available on a gross basis 
from 1982-83. The gross PSBR comprises the Commonwealth Budget deficit plus 
total new borrowings by Commonwealth and State semi-government and local 
authorities reported to, or approved by, Loan Council under the Global Approach."' 
(These gross estimates exclude conversions or refinancing of borrowings.) 

The main conceptual difference between the two measures of the PSBR is the 
treatment of changes in holdings of financial assets. These changes are reftected in 
the net PSBR. Thus, when the gross PSBR for any year is higher than the net 
PSBR, that implies that authorities have undertaken more now borrowings than 
were required to finance their net deficits and so have added to their holdings of 
financial assets. In contrast, when the net PSBR exceeds the gross PSBR, this 
implies that financial assets are being liquidated and the proceeds withdrawn from 
the market to meet their deficits.'" 

' The Global Approach to borrowings by Commonweahh and State authorities was adopted in 1984-85. 
Estimates or total borrowings for 1982·83 and 1983-84 have been provided by State Treasuries. Chapter IV 
of Budgcl Paper No 4 Commonwtalth FimmcJal Rdarlons With Othtr ltvtls of Government 1981-88 
provides further details. 

• There arc other factors affecting the measured differences between the net and gross PSBR. These include 
possible errors and omissions in the Statistician's estimates, as well as some significant differences in definition, 
coverage and timing between the Slatistician's and Loan Council data. These measurement difficulties mean 
that differences between the gross and net PSBR provldc only an approximate guide to the magnitude and 
dirc<::lion of changes in holdings of financial assets. 
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Chart 2: Net Public Sector Borrowing Requirement as a Proportion of GDP 

Panel A: Level of Government 
Percent or GDP 

----··· 
04-~~~~-,~~--,.~~..,-~~-.-~~,--~-,~~-.-~~~ 

1977-78 

Panel B: Institutional Sector 
Pcr«ncofGDP 

1917-18 

198D-8/ 

19&0·81 

414 

J983...s4 1986-87 

~----Public Trading Enterprises 

1986-87 

Table 8-State/Local Deficits as R Proportion of GDP 
State/Local General 
Govcrnmcnl Sector S1a1c/Local Government Sector 

Not Net 
Not Borrowing Not Borrowing 

Deficit Advances Requirement Deficit Advances Requirement 

% % % % % % 
Average: 1977-78 

to 1986-87 1.0 0.6 0.4 2.8 0,6 2.1 

1977-78 1.7 1.3 0.3 2.8 1.3 1.4 
1978-79 1.4 I.I 0,3 2.8 I.I 1.8 
1979-80 1.2 0.7 0.5 2.8 0.7 2.0 
1980-81 0.9 0.7 0.2 2,7 0,7 2.0 
1981-82 0.7 0.6 0.2 3,2 0,6 2.7 
1982-83 0.8 0.6 0.2 3,5 0.6 2.9 
1983-84 0.6 0.5 

o:4 
2.8 0.5 2.3 

1984-85 0.7 0.4 2.1 0.4 1.7 
1985-86 1.0 0.3 0.7 2.5 0.3 2.2 
1986-87 1.2 0.2 1.0 2.5 0.2 2.3 

As noted earlier, at the Commonwealth level, the general government sector 
corresponds in very broad terms to the Budget sector. Trends in the Commonwealth 
budget deficit over the past decade are discussed in Statement No. 6. The borrowing 
requirement of the Commonwealth PTE sector has been relatively modest and has 
fluctuated around 0.3% of GDP over the past decade (see Table 7). Trends in the 
total Commonwealth government sector borrowing requirement are thus covered 
adequately by the discussion in Statement No. 6. 

The State/local general government deficit trended downwards relative to GDP 
during the first half of the past decade, and upwards over the second half (see 
Table 6). By 1986-87, it had reached J.2% of GDP, around I /2 of a percentage 
point higher than the 1983-84 level. 

A somewhat different picture emerges from Table 7, which shows that the net 
PSBR for the State/local general government sector was low and stable for most 
of the decade before increasing quite sharply from a position of balance in 1983-84 
to 1% of GDP in 1986-87. This recent increase not only reflects that sector's rising 
deficit, but also the changing way in which that deficit is financed. Over a long 
period the importance of net advances from the Commonwealth has been declining 
(see Table 8), and in recent years some State Governments have increasingly 
borrowed through their authorities, particularly their central borrowing authorities 
(CBAs), to finance their deficits. 

Any comprehensive assessment of movements in the net PSBR, however, also 
needs to take account of variations in total transfer payments between the sectors. 
When grants and advances to the States are reduced,. the effect is to reduce the 
borrowing requirement of the Commonwealth and add to the borrowing requirement 
of the Slates (other things being equal). Broadly, it would appear that while the 
Commonwealth has cut back on grants and advances to the States in recent years, 
State Governments have made limited efforts to reduce their outlays or increase 
their own revenues. Consequently, the cutbacks have been reflected in a higher 
State/local general government borrowing requirement. 
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The borrowing requirement of the State/local PTE sector increased substantially 
in the early 1980s, reflecting the rapid expansion of infrastructure projects, and was 
the main contributing factor to the increase in the State/local sector's aggregate net 
PSBR during that period. However, State/local PTEs' borrowing requirements fell 
away progressively after 1982-83 and were little different at decade end than at the 
beginning. The increase in the total State/local sector borrowing requirement since 
1984-85 therefore solely reflects developments in the general government sector. 

The total net PSBR for all sectors has declined from a peak of 6.7% of GDP in 
1983-84 to 3.8% in 1986-87. All of this decline is attributable to the Commonwealth 
sector. 

Trends in the Commonwealth's gross PSBR have closely followed those of its 
net PSBR, as changes in the sector's holdings of financial assets are generally not 
significant. On the other hand, trends in the net and gross PSBR of the State/local 
sector have diverged in recent years, with the States' net PSBR increasing since 
1984-85 despite a significant fall in their gross PSBR (both relative to GDP). This 
has been possible because the State/local gross PSBR was sigiiificantly above its net 
borrowing requirement over a number of earlier years. This 'excess' gross borrowing 
requirement permitted the sector to add significantly to its holdings of financial 
assets. The 'excess' was considerably less marked in 1986-87 and the measures are 
now converging (see Table 7). To the extent that holdings of financial assets by the 
State/local sector are reduced in future, movements in the gross PSBR could be 
expected' to more directly affect the States' net borrowing requirements. A comparison 
of estimates of the net and gross PSBR for the State/local sector between 1982-83 
and 1986-87, as well as direct estimates of increases in that sector's holdings of 
financial assets up to 1985-86, is provided in Table 9. 

Table 9--State/Local Government Sector Borrowing Requirement 
Increase: in 

Not Gr°" Holdings of 
Borrowing Borrowing Financial 

Requirement Requirement (a) Differences (b) Assets (c} 
(I) (2) (3) (4) 

Sm Sm Sm Sm 
1982~83. 4948 6165 1217 535 
1983~84. 4353 6603 2250 1278 
1984-85. 3757 7067 3310 584 
1985-86. 5169 7041 1872 503 
1986-87. 6088 6379 291 

(a) Supplied to Loan Council under the Global Approach; excludes amortiz.a.tion. 
(b) Column (2) minus column {I). · 
(c) Direct ABS eslimates of the increase in chc sector's holdings of cash and invcstrmnts. These increases arc 

net of provisions for deprccia1ion, superannuation etc and of holdings for private bodies. The estimate for 
1985-86 is derived from national accounts data, whtle the estimates for earlier years are from State and 
l4cal Govtrnmtnl Finance, Au:trtllla, 1984-85 (ABS Catalogue No. SS04.0). 

As noted above, the measured differences between the gross and net PSBR provide 
only a broad guide to changes in holdings of financial assets. This is emphasised by 
the fact that in 1985-86, the ABS's direct estimate of the increase in holdings of 
financial assets represented only around one-quarter of the difference between the 
States' gross and net PSBR. Nevertheless, the direct estimates do confirm a substantial 
build-up in the States' financial assets in the 1980s-around $2900m in the four 
years to 1985-86. This would be considerably higher if the holdings of those State 
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CBAs currently outside tho scope of the statistics were also included. The difference 
between tho not and gross PSBR in 1986-87 suggests the States added only slightly 
to their holdings in that year. 

The States' gross PSBR has been significantly reduced since the introduction of 
the Global Approach in 1984-85, although the global limits were initially greater 
than the State/local sector's net borrowing requirements, particularly in 1984-85 
and 1985-86. The 'excess' was, as indicated, largely eliminated in 1986-87. Major 
progress was made in reducing the States' gross PSBR at the May 1987 Loan 
Council meeting. It was agreed that the global limit for State authorities in 
1987-88 would be $1000 million lower than the limit in 1986-87, implying a 
reduction in the State/local sector's gross PSBR of just over 1 /2% of GDP, and 
bringing the fall since 1982-83' to around 1 3/4 percentage points. The aim is to 
encourage the States to adopt a level of fiscal restraint more consistent with the 
approach taken' by the Commonwealth in recent years as part of its overall 
macroeconomic strategy. 

As shown in Chart 3, the reduction in the State/local sector's global borrowings, 
together with the fall in the Commonwealth Budget deficit and, global limit for 
Commonwealth authorities, will produce a significant fall in the overall gross PSBR 
in 1987-88. 

Chart 3: Net and Gross Public Sector Borrowing 
Requirement as a Proportion of GDP 

PcreentofGDP 
8.-r-~~~~""",.--~~~~~~~~~~~~~~~~~~-, 

(a) An estimate of the total net PSBR for 1987-88 is not available. 
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Borrowings by Public Financial Enterprises 

Government financial estimates as published by the ABS do not include outlays, 
revenues and borrowings of public financial enterprises (PFEs). The basis for this 
treatment is that PFEs act principally as financial intermediaries and, for the most 
part, do not claim real or financial resources for their own purposes; they are 
treated akin to private financial enterprises in the national accounts. 

However, national accounts data and Treasury estimates of net lending suggest 
that some PFEs-in particular State Government insurance offices-have been 
substantial net borrowers in recent years (see Budget Related Paper No. 2 National 
Income and Expenditure, I986-87 and the Notes on the Estimates in Budget Paper 
No. 10 National Income and Expenditure, 1985-86). In some States these offices 
have been incurring large deficits on an accruals basis in their compulsory third 
party motor vehicle insurance and workers' compensation business. On a cash basis 
claims are met by running down their holdings of financial assets and hence 
increasing their net borrowings. The total annual rundown in insurance office assets 
is estimated to have increased from just under $200m in 1982-83 to more than 
$2000m in 1986-87. However, as some State Governments are in the process of 
addressing this problem the current situation may not persist. 

National accounts data on PFE lending also reflect the treatment of the large 
realised profits on the Reserve Bank's (RBA) foreign exchange transactions. The 
national accounts statistical convention applied docs not. include these profits in the 
Reserve Bank's net operating surplus, as the profits are in the nature of capital 
gains and as such are essentially a redistribution of income between sectors rather 
than an addition to national income (also sec Budget Related Paper No. 2 National 
Income and Expenditure, 1986-87 and Budget Paper No. 10 National Income and 
Expenditure, 1985-86). As a result, the transfer of these profits to the 
Commonwealth (general government sector) as dividends means PFE net lending 
is commensurately lower in the national accounts. Correspondingly, the net lending 
of the sectors transacting with the Reserve Bank in the foreign exchange market 
(including the overseas sector) is boosted in the national accounts, as their net 
operating surplus docs not reflect their losses on foreign exchange transactions. In 
short, national accounting conventions mean the counterpart to the actual increase 
in general government net lending from receipt of the RBA foreign exchange profits 
is recorded as a decrease in net lending for PFEs rather than as a decrease for the 
sectors actually incurring the foreign exchange losses. 
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STATEMENT NO. 8-COVERAGE AND CLASSIFICATION OF 
INFORMATION IN THE BUDGET STATEMENTS 

INTRODUCTION 
This Statement briefly describes the coverage of information provided in the 

Budget documentation, explains the budget concepts. and terminology employed, 
outlines the classifications used to aggregate data, and highlights the changes made 
in classifications during the year. 

COVERAGE OF BUDGET INFORMATION 

Most of the information in the Budget Statements relates to transactions of the 
Commonwealth budget sector with other sectors of the economy, including trans
actions with off-Budget Commonwealth entities. 

The Commonwealth budget sector consists of those departments and authorities 
whose day to day transactions are recorded in the Commonwealth Public Account 
(CPA), whether that be via the Consolidated Revenue Fund (CRF), Trust Fund 
(TF) or Loan Fund (LF). Transactions between budget sector agencies are identi
fied but net out when calculating aggregate budget outlays or revenue. 

Many Commonwealth government authorities, such as CS!RO and TELECOM, 
operate outside the Public Account and, even though in some cases they may be 
dependent. on appropriations from the Commonwealth budget, are therefore classi
fied as off-budget authorities. Transactions between the budget and non-budget 
sectors are recorded in the Budget Statements but not other transactions of the 
non-budget sector. 

Information on the transactions of the total Commonwealth Sector and the 
public sector as a whole (excluding public financial enterprises) is presented in 
Statement 7 of this Budget Paper. While the public sector is defined in the same 
way throughout the Budget papers, Statement 7 shows a different classification of 
the public sector from that used elsewhere in the Budget papers, distinguishing 
between the general government sector and public trading enterprises (PTEs) as set 
out in the Australian Bureau of Statistics (ABS) Institutional Sector classification. 
The institutional classification used in Statement 7 is one based on the type of 
activities involved, with the general government sector encompassing the provision 
of non-market services, and PTEs the commercially oriented activities of govern
ment. The division between the budget and non-budget sectors is based on the 
administrative distinction depending on whether an entity operates via the CPA. 

The principal differences in coverage between the two approaches arise in 
respect of the classification of statutory authorities and other trading entities. There 
are a small number of public trading enterprises (for example the Royal Australian 
Mint and ACTION bus service) that operate on-budget (ie through the CPA) and 
a larger number of off-budget authorities (such as the CSIRO and the National 
Library of Australia) that, although not operating via the CPA, are heavily depend
ent on budget funding and are classified to the general government sector. As a 
result the outlays and revenue of the Commonwealth general government sector 
are larger than those of the Commonwealth Budget. Sector. 

The ABS publishes data on both bases; however, there are some differences in 
classification between the Bureau's treatment of the budget sector and that adopted 
for Budget papers (see below). Tables I and II at the end of this Statement provide 
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~istorical ~eries for ~he non-budget sector and total Commonwealth sector ( exclud
mg financial enterprises) on a basis consistent with the historical series provided for 
the budget sector in Table 7 of Statement No. 6. 

TERMINOLOGY 

The basic distinction is made in the Budget Statements between 'above the line' 
transactions-comprising outlays and revenue, the difference between which is the 
deficit-and 'below the line' transactions which are undertaken to finance the 
deficit. Outlays and revenue are economic concepts, and expressed as net amounts, 
as opposed to payments and receipts which are terms referring to money flows. 

Outlays show the net extent to which resources are directed through the Budget 
to other sectors of the economy; that is, outlays consist of payments net of associated 
receipt items. Re~enu~ contributes to the funding of outlays and while basically 
composed of receipts, 1s net of tax refunds and the operating expenses of business 
type activities operating in the Budget sector. 

NATIONAL ACCOUNTING CONVENTIONS 

. International accounti~g conventions underlie the compilation of the budget 
esttmates and the ABS esttmates for the public sector. There are some differences 
in treatment of data. between both sets of estimates but only two have significant 
impli"."tions. for the pre;;entation of budget data. In the Budget Statements, outlays 
on pnmary industry assistance are shown net of the relevant primary industry levies 
and charges, whereas ABS publications show these outlays on a gross basis and 
record the levies as tax revenue. In addition payments out of the Wheat Finance 
Trust Fund are classified as outlays in the Budget but as offsets within revenue by 
the ABS. 

Those two differences aside, the basic principles underlying the methodologies 
are the same and are based on classification rules set out in the I 968 United 
Nations publication "A System of National Accounts" and in the 1986 International 
Monetary Fund publication "A Manual on Government Finance Statistics". These 
two publications provide widely accepted international standards (though they do 
adopt different treatments in some areas, as noted below). The use of these 
standards facilitates an assessment of the interrelationship between the budget and 
the rest of the economy and assists in international comparisons. Their use also 
enables the consistent presentation of financial data regardless of changes in eco
nomic policy and administrations. 

An important difference between the United Nations (UN) and International 
Monetary Fund (IMF) approaches is that the latter generally places emphasis on 
measure.ment_ of ~oss transactions whereas the former requires the netting of 
transactions mvolvmg goods and services so as to enable the calculation of Gross 
Domestic Product (GDP). Another difference is that the IMF records advances to 
other sectors, including those to off-budget authorities, as above-the-line outlays (to 
emphasise the policy objectives of these payments) whereas the UN treats these as 
financing transactions with no impact on the recorded budget position. The stand
ards established by the ABS in its "Classifications Manual for Government Financial 
Statistics", published in 1984 (ABS 1217.0), seek to integrate the two international 
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standards drawing on features of both. In particular, as explained further in the 
following sections, the Bureau adopts the UN concept of net transactions in 
obtaining measures of certain budget outlays and adopts the IMF approach in 
recording advances to other sectors (and repayments of capital) above the line. 

Budget revenues can generally be measured in gross terms but in several 
instances ( eg allowance for tax refunds and the operating expenditure of business 
type activities operating in the Budget sector) the transactions have also, like 
outlays, to be measured in net terms. 

PAYMENTS AND RECEIPTS CLASSIFIED AS OUTLAYS 
The types of receipts currently offset against payments in the outlays definition 

are: 
• certain payments received for current goods and services; 
• repayments of advances; and 
• proceeds from the sale of capital assets. 

Governments impose a wide range of charges and levies related to the provision 
of goods and services but not all of these are classified as offsets within outlays . 
The accounting standards distinguish between those charges and levies that can be 
regarded as voluntary fees for goods or services rendered and of identifiable benefit 
to the payer, as against fees that are imposed for regulatory or revenue raising 
purposes. Considered from another perspective, the distinction is primarily one 
between situations where a market can be said to exist and one where the public 
interest aspect of the transactions dominates. In the former case the fees or charges 
are treated as an offset within outlays, while in the latter they are classified as 
revenue. The effect of treating some charges as offsets within outlays is to take 
those transactions out of the measurement of budget sector activity which then 
encompasses non~omtnercial transactions with other sectors of the economy. 

The international standards do not always provide unambiguous definitions and 
hence there are sometimes "grey areas" of classification. Changes in policy can also 
change the nature of the transactions and justify a change in classification. An 
example of this in the 1987-88 Budget is the extension of the charge that is applied 
against borrowings by Commonwealth authorities with an explicit Commonwealth 
guarantee to cover (at a reduced rate) the implicit guarantee that covers all 
borrowings. When the charge applied only to explicit guarantees, authorities had a 
choice as to whether they sought an explicit guarantee and hence incurred the 
charge (although in some cases that depended on amending enabling legislation). 
Such receipts were classified as outlays. However, the charge is now comprehensive 
and authorities have no choice but to pay it; the charge is considered to be more 
regulatory in nature and hence is classified as revenue. 

The classification of payments and receipts of a capital nature as above the line 
transactions is in conformity with the ABS standards. Such transactions include 
general purpose capital payments ta the States, advances to Telecom and capital 
grants to Australian Airlines. Repayments are offset within outlays to obtain a 
measure that can be more readily related to their combined impact on the off
budget institutions concerned. While advances are of a financing nature, the ABS 
classification standards take the view that since advances have a public policy 
importance, they should be. treated above the line. 
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The budgetary impact of sales of physical assets and whole or part sales of non
budget enterprises is the same in that the proceeds of these transactions are treated 
as offsets within outlays. All advances and grants made by the budget sector to 
non-budget enterprises are treated as outlays and repayments of advances (including 
repayments, of equity capital) are netted off the payments. Where the sale relates 
to a physical asset the offset is recorded against Capital Outlays on Goods and 
Land. Major sales of assets are separately identified in the Budget Papers so that 
analysts can make allowance for them depending on the use they are making of the 
data. 

. The i~pact. of applying the preceding conventions in measuring budget outlays 
JS summansed m Table I for the JO years to 1987-88. Abstracting from the effect 
of major asset sales in 1987-88, receipts classified as outlays ranged from between 
3.2 and 4.1 per cent of aggregate outlays. 

Table 1. Payments and Receipts Classified as Outlays 1977-78 to 1987-88 

Paymcnls Receipts Receipts as Outlays 
Sm Sm % of Outlays Sm 

1977-78. 27684 I 020 3.8 26665 
1978-79. 30014 I !02 3.8 28912 
1979-80. 32646 i 200 3.8 31445 
1980-81. 37463 1468 4.1 35996 
1981'-82. 42589 1400 3.4 41189 
1982-83. 50524 1730 3.6 48 793 
1983-84. 58250 1 si8 3.2 56432 
1984-85. 66 113 2400 3,8 63714 
1985-86. 72 262 2344 3.4 69918 
1986-87. 77847 2948 3.9 74899 
1987-88. 82212 4066 5.2 78146 

Table 2 d~saggreg~tes the ~stimates by function for 1987-88 to enable identification 
of the maior receipts classified as outlays. 

Table 2. Payments and Receipts Classified as Outlays 1987-88 by Major Function 

Payments Receipts Outlays 
(!) (2) (l-2) 

Function Sm Sm Sm 

Defence. 1156 352 7404 
Education : S852 i67 5685 
Health 
Social s;cu;ity. and We1far~ : : : . 

8218 5 82i3 
22605 6 22599 

Housing and Community Amenities nee i 560 i84 1376 
Culture and Recreation . ..... I 038 6 I 032 
Transport and Communication . 2175 514 I 662 
Industry Assistance & Development: 1909 683 1224 
Labour and Employment , . . 1043, 3 I 040 
Other Economic Services , . . 294 47 248 
Legislative Services 
Law, Order & Publi~ s.;.rciy : : 

515 I 514 
591 17 519 

Foreign Affairs & Overseas Aid . 1439 47 1392 
General & Scientific Research . 530 5 525 
Administra1ive Services . 
Assistance to Other Gover~m~nls: n~c : 

3706 983 2723 
14914 45 14869 

Public Debt Interest. , .... , 7851 7851 
Contingency Reserve. i5o i50 
Asset Sales. I 000 -iooo 

TOTAL . 822i2 4066 78146 
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Receipts items having most effect on the measurement of outlays are: 

• DFRB contributions in the defence function; 

• the overseas students charge in the education function; 
• sale of land in the ACT in the housing and community services function; 

• repayment of advances by Telecom and the Pipeline Authority, air navigation 
charges, airport rentals and concessions, and light dues within the transport 
and communication function; 

• primary industry charges in the industry assistance and development function; 

• contributions to the Commonwealth Superannuation Scheme, payments of 
Fringe Benefit Tax (FBT) by on-budget agencies and sales of property and 
assets in the administrative services function; and 

• sales of major assets. 

RECEIPTS AND PAYMENTS CLASSIFIED AS REVENUE 

In accordance with the international standards budget tax receipts are shown 
net of refunds. Thus income tax receipts, for example, are shown net of refunds of 
PAYE deductions; remissions and reimbursements of import duties and sales tax 
are offset against their coHection. Dividends, etc, from Commonwealth business 
enterprises operating outside the budget sector are also included in budget revenue. 
Similarly, budget revenue includes gross operating surpluses, ie operating revenues 
less operating expenses from activities in the budget sector which are carried out as 
business-type enterprises. In effect, therefore, on-budget business-type enterprises 
are treated as if they were operating outside the public account. This treatment 
corresponds in concept to the netting out of commercial transactions on the outlays 
side of the account. 

Details of the more important offsets within revenue are provided in Statement 

No. 4. 

CLASSIFICATION OF TRANSACTIONS BETWEEN ACCOUNTS OF THE 
COMMONWEALTH PUBLIC ACCOUNT 

While the UN and IMF standards differ in their emphasis on measuring 
transactions in gross and net terms, the standards are in agreement that budget 
aggregates such as Current Outlays on Goods and Services should be net of 
transactions between on-budget agencies such as payments of FBT and interdepart
mental charges. This is achieved by classifying receipts from on-budget agencies as 
offsets within outlays. Thus in aggregating outlays across budget entities (whether 
it be by function, economic type or portfolio-see below) the payments and 
corresponding receipts will cancel out in obtaining the measure of total outlays. 

The effect of this approach is to consolidate the three Funds forming the Public 
Account and to eliminate inter-fund transfers from the measurement of total outlays 
and revenue. For example, an appropriation of the CRF paid to a Trust Account 
(eg Medical Research Endowment Fund) through which ordinary government 
payments are channelled and the receipt of that transfer from CRF by the Trust 
Account are netted and therefore do not affect the aggregate outcome. 
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A reconciliation between the appropriations of the CRF and total outlays shown 
in Statement No. 3 is set out in Table 2 of Budget Paper No. 2, The Commonwealth 
Public Account. An explanation of the reconciliation is also included. 

MAJOR REPORTING CLASSIFICATIONS FOR BUDGET OUTLAYS 
INTRODUCTION 

Budget information in the Statements accompanying the Budget Speech is 
classified in three ways: 

• a functional classification which aggregates outlays directed towards like objec
tives and purposes; 

• an economic type classification which allows analysis according to the eco
nomic nature of transactions; and 

• a portfolio classification which aggregates outlays according to the Minister 
who has prime administrative responsibility for the outlays. 

The remainder of this Statement explains the three classifications and indicates 
where changes in classification have been made in the 1987-88 Budget estimates as 
a result of classification reviews undertaken over the past year. 

THE FUNCTIONAL CLASSIFICATION 

The functional classification brings together outlays directed towards like objec
tives or purposes. It thus facilitates presentation of information on the basic 
purposes of Government activities and on the total resources devoted by the 
Commonwealth to those purposes. Detailed information on outlays for 1987'88 
under each function is provided in Statement No. 3. Statement No. 6 contains data 
for the last 15 years. 

Although the basic aim of a functional classification scheme is to categorise 
budget outlays according to the broad purpose for which they are undertaken,. such 
a classification cannot always be applied without creating some ambiguity. Particular 
outlays will often serve two or more distinct functions, and the functional classifi
cation then classifies an outlay to the function which is considered to be its primary 
purpose. 

The following provides summary descriptions of the broad. manner in which 
outlays are classified to the major functional groups: 

I. Defence 

Outlays on military defence, including outlays on defence hospitals and military 
colleges and defence housing. 

2. Education 

Outlays on the provision, management and support of all levels of educational 
services. Includes outlays relating to the provision of scholarships and allowances to 
students; education of special groups; non-vocational adult education, school bus 
services and regulatory and research activities. 
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3. Health 

Outlays on facilities or services for the prevention and treatment of human 
illness. Includes the prevention of diseases, regulation of standards of sanitation, the 
provision of hospital and clinical services, pharmaceuticals and nursing care, health 
research and nursing schools associated with hospitals. The function does not include 
general purpose grants to the States provided from 1981-82 for hospital operating 
costs, community health and school dental services but does include payments to 
the States and Territories as compensation for receipt losses in public hospitals 
associated with the introduction of Medicare. 

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 themselves and their 
dependants; child care facilities in the State and Territories, child welfare services 
and institutions; homes for and care of the aged and disabled; and welfare programs 
to meet specific needs of disadvantaged groups. 

5. Housing and Community Amenities nee 

Outlays on the provision of dwellings for sale or rental, mortgage finance for 
purchase or constructfon of dwellings1 and other financial assistance aimed at 
facilitating the purchase or construction of dwellings or home ownership. Also 
includes administration and research in the field of housing; urban and regional 
planning and development; water quality control, air pollution and monitoring, and 
protection of the environment; and sewage and refuse. 

6. Culture and Recreation 

Outlays related to performing and creative arts; libraries and galleries; sporting 
and other leisure-time activities; the protection and preservation of historic sites 
and buildings, parks and wildlife reserves and the national estate; and radio and 
television broadcasting services. 

7. 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, 
domestic and overseas telecommunications, and land, sea and air transport. 

B. Industry Assistance and Development. Direct assistance to primary, second
ary and service enterprises including bounties, subsidies, export incentives 
and, commodity price support; and promotion, regulation and research. 

C. Labour and Employment. Outlays related to the regulation of working 
conditions, the prevention and settlement of industrial disputes and the 
enforcement of industrial awards and agreements, occupational training 
schemes and labour exchange facilities. 
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D. Other Economic Services.Outlays related to regulation of monopolies and 
restrictive trade practices, price control and justification, tariff regulation, 
other forms of business regulation; patents and trademarks, meteorological 
services and the supply of water, electricity and gas. 

8. General Public Services 

This category covers outlays on a number of general public services and activities 
concerned with the organisation and operation of government and the judiciary. 

A. Legislative Services. Outlays of the legislative and executive bodies of 
government, including the new Parliament House and· the Prime Minister's 
and Governor General's establishments; and the conduct of elections and 
maintenance of registers of voters. 

B. Law, Order and Public Safety. Outlays on law courts (other than those 
concerned with industrial relations) the legal system and preparation and 
execution of legal action; provision of legal aid; registration of legal titles to 
property; prisons and probation services; police and security services, inc]ud· 
ing traffic control; and fire protection and other public safety promotion or 
services. 

C. Foreign Affairs and Overseas Aid. Outlays relating to the conduct of 
Australia's external relations (excluding foreign trade offices) and the pro
vision of aid to developing countries and contributions to international 
bodies. 

D. General and Scientific Research nee. Contributions for the promotion of 
scientific research which cannot readily be classified to other outlay 
categories. 

E. Administrative Services. Outlays on the collection of taxes, raising public 
loans, managing public debt, and controlling the disbursement and audit of 
public funds. Outlays on general services for the government as a whole, 
such as statistical services, the purchase and operation of government 
buildings and equipment, rent, office cleaning, personnel and other admin
istration, excluding those directly associated with other outlay categories. 

9. Outlays Not Allocated to Function 

A. Assistance to other Governments nee. General purpose grants and advances 
to States, the Northern Territory and local government authorities which 
may be spent at the recipient's discretion. Includes assistance for the relief 
of victims of drought, flood, fire and other natural disasters. 

B. Public Debt Interest. Interest payments on government securities, or under 
credit arrangements with other countries. 

C. Contingency Reserve. Provisions for variation in the estimates which are 
not allocated to functions because of uncertainty and, at times, sensitivity 
as to the basis of estimation. 

D. Asset Sales. Sales of enterprises or government operations as going concerns 
as well as major properties (land and buildings). 
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CHANGES IN THE FUNCTIONAL CLASSIFICATION 

From time to time it is necessary to amend the functional classification to reflect 
shifts in the purpose of particular programs or changes in the organisation, coverage 
and nature of government activities. Furthermore, additional information sometimes 
becomes available which leads to appropriation items being reclassified or allows 
items that had previously been classified to a single function to be split between 
functions. 

This section provides details of changes which have been made this year. The 
figures relate to the 1987-88 year; the sign indicates the effect on the new classifi
cation. All data (including data for the past 15 years) presented on a functional 
basis contained in this and other budget papers have been adjusted as far as possible 
to reflect classification changes discussed in this section. 

Changes between outlays, revenue and financing transactions 
A comprehensive review of Group I Trust Accounts, which hold moneys in 

trust for persons and authorities other than the Commonwealth, resulted in the 
reclassification of the following from outlays to financing transactions since the 
transactions do not involve Commonwealth moneys: 

Australian Housing Research Fund ($0.02m) 

Life Be in it Program in the A.C.T ($0.03m) 

National Building Technology Centre (-$0.02m) 
The Unclaimed Moneys Trading Bank Trust Fund ($0.2m) has been reclassified 

from revenue to financing transactions since the transactions do not involve public 
moneys. Interest received by the Defence Service Homes Corporation ($1.6m) has 
been reclassified from Outlays to revenue since the transactions predominately 
involve interest received on non-Commonwealth securities 

Changes within Outlays 

Various health related Veteran's Affairs transactions ($1.0m) were reclassified 
from Social Security and Welfare to Health which more correctly reflects their 
purpose. 

Transactions of the Australian Government Analytical Laboratories ($5.lm) 
have been reclassified from General and Scientific Research to Other Economic 
Services as the bulk of the technical services are concerned with matters included 
in the Economic Services function. 

Non-Human Quarantine Services ($19.Sm) were transferred from the Depart
ment of Health to the Department of Primary Industry and this provided opportu
nity for a change of classification from Health to the more appropriate classification 
of Industry Assistance and Development. 

As part of a functional review, various Salaries and Administrative Expenses 
associated with the Department of Arts, Sport, Environment, Tourism and. Terri
tories have been more appropriately classified as Culture and Recreation ($7.Sm) 
rather than as Administrative Services. 
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Grants to industry Research Association have been reclassified from General 
and Scientific Research to Industry Assistance and Development ($2m) and pay
ments to industry service organisations relating. to standards and testing have been 
reclassified from General and Scientific Research to Other Economic Services 
($4m). 

Monies transferred to the Commonwealth Rehabilitation Services Trust Account 
($7.8m) have been reclassified from Administrative Services to Social Security and 
Welfare, correcting a mis-match in the classification of transfer transactions between 
the CRF and Trust Fund. 

Some payments relating to Nursing Home aspects of the. Aged Residential Care 
program and home nursing service provided under the Home and Community Care 
(HACC) programs have been transferred from Social Security and Welfare to 
Health ($40m). These changes return the classification to that which existed prior 
to 1985-86, correcting the break in history data. 

From I July 1987, departments will be charged directly for the departmental 
furniture removal and storage service provided by the Department of Administrative 
Services and these funds will be included in individual departments running costs 
appropriations from 1987-88. Also from I October 1988 charges for other transport 
and storage services will be increased to reflect full cost recovery, and from 
I January 1988 guarding and survey services will be charged for. This will enable 
changes in the functional classification from Administrative Services to the appro
priate functions associated with the outlay. For 1987-88, a total of $69.6m will be 
reallocated. Most departments will receive under one million dollars for this pur
pose. Exceptions are the Department of Aviation ($2.0m) and the Department of 
Foreign Affairs ($3.lm). 

The following changes have also occurred: 

• Aboriginal Affairs-Heritage and Culture Program support from Soda/ Security 
and Welfare to Culture and Recreation ($1.2m) 

• ACT Housing Trust Account-Rental Rebates ($11.7m) from Social Security 
and Welfare to Housing and Community Amenities, correcting a mis-match 
in the classification of transfers, between the CRF and Trust Fund. 

• ACT Prison Services ($1.2m) from Social Security and Welfare to Law, 
Order and Public Safety. 

Revised Administrative Arrangements have also led to appropriation items being 
reclassified (due to the inability of 'gaining' departments to maintain previous 
functional splits of appropriations) and some items previously allocated to a single 
function being split between functions. 

THE ECONOMIC TYPE CLASSIFICATION 

The economic type classification is designed to facilitate the study of the macro
economic impact of Commonwealth transactions on the economy and provide the 
means of grouping transactions for inclusion in the Australian National Accounts. 
The classification embodies the previously mentioned concepts of outlays, revenue, 
financing items and the deficit. Outlays are further divided into current and capital 
outlays. 
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Current outlays include: 

• Current Outlays on Goods and Services-the operating result of the provision 
of goods and services by the Commonwealth sector net of associated receipts 
classified as outlays. 

• Interest-payments of interest from the Commonwealth sector less interest on 
Commonwealth securities held by the Commonwealth itself. 

• Subsidies-non repayable transfers or grants paid to business enterprises to 
finance their current operations; such transfers often take the form of bounties 
on goods and services produced or payments to ensure a guaranteed price. 

• Personal Benefit Payments-primarily cash payments made directly to individ
uals or households who are not required to provide any goods or services in 
return, for example old age pensions and unemployment benefits. 

• Other Current Grants-non-repayable transfers for the purpose of financing 
the current operations of non-profit institutions, such as private hospitals and 
schools, Commonwealth Non-budget authorities, other governments in Aus
tralia and other sectors in Australia. All grants to foreign governments and 
organisations including grants made for aid projects are treated as current 
grants. 

Capital outlays include: 

• Capital Outlays on Goods and Land-net payments on goods and services 
used in the production process for more than a year, and net payments on 
land and investment in stocks. 

• Capital Transfer Payments-non repayable transfers or grants to finance 
capital expenditure of Commonwealth Non-budget authorities and other sectors. 

• Net Advances Paid-advances to Commonwealth Non-budget authorities and 
other sectors less repayments of such advances. Investment of temporarily 
surplus funds are however classified as financing transactions. 

Two items within outlays record real transactions that contribute to the meas
urement of GDP or production: Current Outlays on Goods and Services and Capital 
Outlays on Goods: 

Revenue includes: 
• Tax Revenue-includes the various forms of taxes, fees from regulatory 

services and fines. 
• Non·Tax Revenue-includes interest, dividends including transfers from Non~ 

budget authorities, land rent, royalties and the operating result of on-budget 
government enterprises operated as business enterprises. 

CHANGES IN THE ECONOMIC TYPE CLASSIFICATION 

Following the release of the Economic Transactions Framework (ETF) by the 
ABS in 1984, and a comprehensive review of the economic type classification of all 
Commonwealth budget transactions based on a revised and expanded classification 
structure, significant changes were made to the economic type classification for 
1985-86. Consequently, only minor changes were made to the economic type 
classifications for 1986-87. 
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However, in 1987-88, as part of a continuing review of the application of 
economic type classification, a rmmber of changes have been effected. 

A review of grants in aid resulted in the reclassification of Development Studies 
and Research from Grants to Foreign Governments to Current Outlays on Goods 
and Services ($1.Sm). 

From 1987-88, departments and agencies are no longer required to maintain 
appropriation splits for Furniture and Fittings. This. has resulted in a reclassification 
of these payments from Capital Outlays to Current Outlays on Goods and Services 
($38.0m). 

Supported Accommodation Assistance Program (SAAP) and Home and Com
munity Care (HACC) payments ($2.6m) were transferred from Grants to Non
Profit institutions to Current Outlays on Goods and Services. 

Rental Rebates associated with the ACT Housing Trust Account were reclassi
fied from Personal Benefit Payments to Non-Defence Non-Salary Outlays to correct 
a mismatch in the classification of transfers between the CRF and Trust Fund. 

The availability of additional information led to the reclassification of certain 
items previously classified under Other Current Transfers to Current Grants to Non 
Profit Institutions ($90.8m) and Non-Defence Non-Salaries ($0.8m). An amount of 
$21.Sm also previously classified as Other Current Transfers which related to Public 
Sector Training, was split into its three components relating to Commonwealth, 
State and Local Government. 

The changes between outlays, revenue and financing transactions noted before 
in the functional changes also apply to the economic type. 

THE PORTFOLIO CLASSIFICATION 

The classification of outlays by Portfolio refers to the aggregation of financial 
data according to the Minister who has prime administrative responsibility for the 
outlay. This classification provides information on the level of financial resources 
available to each Minister and complements the functional and economic type 
classifications that show the purpose and economic impact of outlays. 

Outlays classified by Portfolio is a valuable tool in the formulation of the Budget 
and there has been increasing emphasis in recent years on the setting of Portfolio 
outlays and savings targets to assist in reducing the Budget Deficit and improving 
resource allocation. The approach taken to program budgeting in the Common
wealth also emphasises a portfolio approach to budget and program management. 
Thus, whereas the functional classification is applied as a consistent benchmark 
across all portfolios, program objectives and statements of related activities can vary 
across portfolios depending on their particular management objectives and 
approaches. 

Major changes to the structure of Commonwealth administration were an
nounced in July 1987. The changes were aimed at achieving substantial enhance
ment of the decision-making process and at removing overlap and duplication of 
functions. The number of Portfolios, has been reduced from 28 to 16; although 
Aboriginal Affairs and Veterans Affairs remain separate departments within the 
Community Services and Health portfolio, and the Parliamentary Departments are 
covered by separate appropriation. Tables Ill and IV at the end of this Statement 
cross classify Portfolio outlays in 1987-88 by the functional and economic type 
classifications. 
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Table II-Outlays, Revenue of the Total Commonwealth Government Sector (Sm) (a) (b) 
~~~~~~~~~~-'-~'-'--'-~~~~~~~~~~~~,9~86~-~87 

1977~78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1984-85 1985-86 (preliminary) 

OUTLAYS 
Current Oud.:1ys 

Current Outlays on Goods .i.nd Services 5 150 5 595 6 099 7 164 8 531 9 731 II 265 12 627 14 293 15 738 
Currcnl Tnmsfer Payment 

Interest etc Paid • • • . I 725 2 073 2 360 2 762 3 282 3 761 4 811 6 196 7 724 s 890 
Subsidies • . • • • • • S65 594 817 J 045 l 142 J 213 J 230 J 334 J 419 J 166 
Personal Benefits Payments • • 8106 8938 9723 10967 12782 15579 18389 20668 22362 24090 
G~ants to Non-profit Institutions 195 206 257 301 389 554 658 799 894 J 044 
Gr.intstoothcrGovcrnmcnts 7263 8156 9097 10334 11406 13182 15017 16510 17757 19331 
Ti.insrers Overseas • • . • 383 444 493 546 631 687 729 807 806 783 
Other Tr.insrcrs nee . • . - - - - - -

.i:.. TocalCurrcnc Tr.msfcrPayments . 18237 20411 22747 25955 2963Z 34976 40834 46314 50962 55304 

~ Total Curren! Outlays 23 387 26006 28 846 33 119 38 163 44 707 52 099 58 941 65 255 71 042 

~ 

Capit<tl Outlays 
Cupilal Oudays on Goods und Land (b} • l 456 I l 13 l 422 l 518 2 108 2 289 2 357 2 583 3 745 4024 
Capital Transrer Payments-

Gronts to other Govcrnmen1s I S02 I 485 I 546 I 649 I 778 2 230 2 792 3 165 3 247 3 249 
GrJnts to other sectors (d) 105 99 141 124 220 273 367 438 384 354 

Total Capital Transfer Payments 1607 1584 1687 1773 1998 2503 3159 3603 3631 3603 

Net Advances Paid 
To the other Governments I 262 I 127 896 938 866 I 056 I 002 799 786 546 
To other sectors (d) -20 SI -44 63 JOJ 197 370 271 59 135 

Total Net Advances Paid I 242 I 178 852 I 001 967 I 253 I 312 I 070 845 681 

Total Capital Outlays 4 305 3 875 3 961 4 352 5073 6045 6 888 7 256 8 221 8 308 

TOTAL OUTLAYS. . . . 27692 . 29881 32807 37471 43236 50752 58987 66197 73476 79350 

Table II-Outlays, Revenue of the Total Commonwealth Government Sector (Sm) (a) (b) 
1986-87 

1977-78 1978-79 1979-80 1980-81 1981-82 1982-83 1983-84 1984~85 198?-86 (prclirninaey) 

REVENUE-
Ta.1::at1011 Revenue . . ..... 21279 23218 272J4 32382 37694 40737 44415 52398 58356 
Non-Tait Revenue-

lnleresl, Rem, Dividends elc J 673 J 817 I 809 2148 2520 3090 3409 3923 5101 
Gross Income of Public Trading EnierPris~ . 950 I 122 1123 1235 1630 1603 2352 2644 3058 

Total Non-tax Revenue 2623 2939 2932 3383 4 f50 4693 5761 6567 8159 

TOTAL REVENUE 23902 26 157 30166 35765 41844 45430 50176 58965 66515 

DEFICIT ..... 3790 3 724 2641 1706 1392 5322 8811 7232 6961 

(a) Derived from information prOvidcd by the Australian Bureau of Statistics adjusted for some conceptual differences. 
{b) Cupital outlays on goods and land includes the purchase of n~w li.\'.cd asscrs. purchase Jess sales of secondhand fixed assets and land. and net increase in stocks, 
(<') Consists of capital grants to public financial enterprises, private enterprises, non-profit organisations and persons, 
(d) Consists of net advances to public financial enlcrpriscs, private enterprises, persons. non-profit organisations and overseas. 

65635 

5939 
3S77 

9516 

75151 
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Table Ill-Portfolio Outlays by Major Function 1987-88 

Function 
Foreign Gen and Assist 

Social Housing Labour Olher law, A,(fairs Scient 01hcr Public Cantin· 
Security and Cullure Transpt Industry and Economic Legis\al Order and O/S Research Admin Gov ts Debt gcncy Asset 

and Comm and and As.sist and Employmt Services Services and PS Aid nee Services nee Int Reserve Safes Total 
Portfolio Defence Education Health Welfare: Amen it Rccreat Commun Dcvclopmt 

89 89 
Parliament Ill 466 38 99 856 I 758 
Administrative Services -6 61 20 91 
Arts, Sport, Env, Tour and I 17 54 162 I 136 
Terr 302 152 18 38 284 58 49 18 471 11 516 
Attorney-General's . 8 
Community Services and 14 13436 
Health. 23 7999 4 361 992 28 -1 

of which: 4197 
-Veterans' Affairs 6 900 3 259 16 16 -1 14 384 
-Aboriginal Affairs . 17 41 229 62 12 7 413 

Defence • 7 411 2 
Employ, Education and 9-09 46 6258 
Training . 5300 699 24 720 
Finance . . . . . . . . -I -2 -3 32 I 273 I 305 
Foreign Affairs and Trade . 
lmmign, L/Govt and Ethnic 100 194 
Affairs 59 28 118 7 125 
Industrial Relations 
Industry, Technology and 33 417 192 I 358 
Commerce . 715 
Primary Industries and 72 2 532 
Energy ........ -18 462 14 4 I 43 187 
Prime Minister and Cabinet 122 18174 
Social Security 18 174 
Transport and 2106 
Communications 571 I 530 13 10 648 14840 7 845 23689 
Treasury 335 -I 
Not allocated to portfolio 150 150 

• Contingency Reserve -1000 -1000 
• Asset Sales I 040 248 574 579 1392 525 2 723 14869 7851 ISO -1000 78146 

Total 7404 5 685 8 213 22 599 I 376 I 032 1662 1224 
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Table IV-Portfolio Outlays by Economic Type 1987-88 

Pon folio 

Parliament. 
Administrative Services • . . . . 
Ans. Sport, Environment, Tourism 

and Territories 
Attorney.General's ...• 
Community Services and Health 

of which: 
-Veter.ins' Affairs . 
Aboriginal Affoirs, 

Defence. 
Employment, Educacion and 

Training •. 
Finance. . . . 
Foreign Affairs and Trade • . . . 
lmmigriuion. Local Govcrnmenl and 

Ethnic Affairs . 
Industrial Relations . 
Industry, Technology and Commerce 
Primary Industries and Energy 
Prime Minister and Cabinet . 

~~~~~~~u;~~ Co~u~unicaiio~s 
Treasury ••... 
Not allocated to portfolio 
•Contingency Reserve . 
• A~etSales 

TOTAL. 

Outlays 
on Goods 

and 
Services Interest 

89 
1440 

298 
410 

I 503 

942 
36 

7183 

325 
698 
441 

174 
50 

277 
263 
69 

618 
409 
622 

150 
-I 000 

14020 

7890 

7903 

438 

Transfers 
and 

Personal Advances 
Benefit to Other Other 

Payments Governments Transfers 

7 
I 

8400 

3243 

788 

16 

14 

17555 
J 

26785 

JS 
79 

2 328 

2 
41 

5 

4541 
18 

-2 
23 

7 
207 
24 

1255 
15167 

23688 

311 

796 
26 

I 205 

10 
307 
225 

604 

848 

8 
52 

I 074 
58 
94 

I 
439 

10 

5750 

Tola! 

89 
1758 

1136 
516 

13436 

4197 
384 

7413 

6258 
720 

1305 

194 
125 

1358 
532 
187 

18174 
2106 

23689 

150 
-1000 

78146 

INDEX TO BUDGET PAPER NO. I 

This index lists subjects referenced in Budget Paper No. I. Most references are 
listed as they appear in the text, however, some have been inverted to bring the 
first keyword to the front (e.g. Animal Health Laboratory-Australian) and others 
have been grouped under a common keyword (e.g. Budget Deficit). Major functions 
in Statement No. 3 appear in bold type and the names of the Acts are italicised. 

ABC-Australian Broadcasting Corporation 
ACT Administration . • . . . 
ACT Administration-Housing . 
ACT-Higher Education 

-Schools ....... . 
ACT Taxes and Charges 
ACTION Bus Service-Australian Capital Territory 
AIDS (Acquired Immune Deficiency Syndrome) 
AUSSAT Pty Ltd .......... . 
Aboriginal-Advancement Programs nee 

-Health Services . . . . . . 
-Heritage, Culture and Recreation 
-Housing ..... . 
-Programs ..... . 

Aboriginal Affairs-Department of 

Administrative Services . . . . . 

Administrative Services-Department of . 

Adult Training . . . . . . . . . . . . 
Aerodrome Local Ownership Plan (ALOP) 
Aerospace Industries-Assistance to 
Affirmative Action Agency (AAA) 
Age Pensions . . . . • . . . . 
Aged Persons' Homes and Hostels 
Agricultural Machinery . . . . . 
Agricultural Marketing Innovation Fund 
Agricultural and Pastoral Industries . 
Aid-see Overseas Aid 
Aids and Appliances . 
Air Navigation Charges 
Air Service Subsidies . 
Airport Rentals and Business Concessions 
Airways System-Integration and Modernisation 
Albury-Wodonga Growth Centre . . . . . . . 
Analytical Laboratories-Australian Government (AGAL) 
Animal Health Laboratory-Australian 
Antarctic ......... . 
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Apprenticeships . . . 
Arbitration Inspectorate 
Archives 
Arts and CU lture . . . 

Arts, Sport, the Environment, Tourism and Territo~ 
ties-Department of 

Asset Sales . . . 
Asset Sales-Major . . 

-Ongoing Property and Equipment 
Assets Test . . . . . . . . . . . . 
Assistance to families . . . . . . . 
Assistance to Other Governments nee 

Assistance to the Arts 
Atomic Tests-British 
Attorney-General's Department 
Austrade .... 
Australia Card . . . . . . . . 
Australia Council . . . . . . 
Australia Post (Australian Postal Commission) 
Australian-Audit-Office of 

-Broadcasting Tribunal (ABT) . . 
-Bureau of Statistics (ABS) . . . 
-Centre for International Agricultural Re-

search . . . . . . 
-Customs Service . . . 
-Electoral Commission 
-Federal Police 
-Government Publishing Service (AGPS) 
-Government Retirement Benefits Office 
-Industrial Research and Development Incen-

tives Scheme (A!RDIS) 
-Institute of Sport . . . . . . . . . . . . 
-Institute of Marine Science (AIMS) . . . . 
-International Development Assistance Bureau 

(AIDAB) ........ . 
-Land Transport Program (ALTP) 

-National Gallery . . . . . . . 
-National Maritime Museum . . . 
-National Parks and Wildlife Service 
-National Railways Commission (ANRC) 
-Research Council (ARC) . . . . . . . 
-Secret Intelligence Organisation (AS!O) 
-Secret Intelligence Service (ASIS) 
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Madam Speaker, I move that the Bill now be read a second time. 

Madam Speaker, the Budget for 1987-88 is in balance. 

The deficit has been cut to just on zero, a mere $27 million. 

This Government, having inherited a prospective budget deficit of almost 
$10,000 million, the largest in the Nation's history, has in the space of just 
5 budgets wiped that dismal legacy out. 

What is more, this monumental achievement has been accomplished 
while keeping to our election commitments not to increase taxes and not to 
make major additional spending cuts. 

Relative to the size of the economy, tax revenue is down on last year. 

On the same basis, government spending is down two percentage points 
compared with the level confronting us in 1983. 

This Budget incorporates nonetheless significant new initiatives. 

We have provided $250 million to meet our election commitment to a 
Family Allowance Supplement for low income families. 

We have financed the massive $4,500 million cost of the personal income 
tax cuts introduced in December last year and July this year. 



We have introduced a new company tax system which eliminates the 
double taxation of dividends. 

These achievements have been made possible while simultaneously 
balancing the Budget by the most wide ranging and detailed review of 
government spending ever carried out. 

This Budget incorporates a 2.4 per cent real reduction in Commonwealth 
spending, the biggest cut in the 35 years for which comparable records are 
available. 

This Budget also lays the foundations for sound budgets over the life of 
this Parliament. 

The decisions which have cut outlays by $3,500 million this year will 
produce the same reductions next year. 

In other words, the savings are on-going. 

TIIE GOVER.111r>IENT'S ECONOMIC STRATEGY 

Madam Speaker, this fundamental shift down in the Commonwealth budget 
is making a crucial contribution to the process of economic adjustment that 
Australia has been undergoing since the collapse in our export prices in 
1985-86. 

Unlike almost any other economy in similar circumstances, the Australian 
economy has not been driven into recession. 

The Government's policy response has been innovative, strong, and most 
of all, right. 

Notwithstanding the enonnity of the trade difficulties we have faced, our 
economic strategy is now bearing fruit. 

Australians have responded earnestly by lifting the national export effort 
and successfully seeking out new markets. 

No less than half of Australia's export growth last year came from the 
sale of manufactured goods-a remarkable achievement given the parlous 
state of manufacturing only 4 years ago. 

2 

We are also developing services such as tourism into major earners of 
foreign exchange. 

At the same time we have cut imports by making locally more of the 
goods we used to buy from overseas. 

Taken together, increased exports and reduced imports accounted for all 
of Australia's economic growth last year. 

One hundred and forty thousand new jobs were created. 

Our trading bill was cut by Sl,000 million from 6 per cent of Gross 
Domestic Product to 5 per cent. 

In this coming year we forecast that it will decline further to 4 per cent. 

These achievements are extremely gratifying. 

They have exceeded the expectations of almost everybody. 

Madam Speaker, as successful as we have been, the magnitude of our 
trading problem is such that we still have a long way to go. 

The big trade deficits since the early 1980s have built up a substantial 
foreign debt burden. 

Our external deficit, although falling, remains too high. 

To reduce permanently our debt burden we must go further in reducing 
our dependence on overseas savings by lifting the level of Australian savings. 

This is why we have acted to cut the demands of all levels of government 
on savings, releasing them for private investment to enhance our trade 
performance. 

But that is only part of the story. 

If Australia is to sell more abroad-and if our manufacturers are to win 
a greater share of the domestic market-we must ensure that the goods we 
produce are priced competitively. 

In particular, we must make sure that labour costs in Australia are 
competitive with those of our trading partners. 



The Australian community has shown enormous maturity and 
commonsense in responding to the trade crisis by exercising wage restraint. 

This has helped sustain the new-found competitiveness of Australian 
industry. 

Most importantly it has ensured that the difficult international trading 
conditions have not led to a surge in unemployment. 

This is being reinforced by the two tier wage system which for the first 
time in our history is requiring efficiency and productivity improvements at 
an industry and enterprise level as offsets for wage increases. 

In the public sector the Commonwealth is insisting that any second tier 
wage increase granted to its own employees be offset by genuine productivity 
and efficiency gains. 

EMPLOYMENT, EDUCATION AND TRAINING 

Madam Speaker, if Australia is to compete successfully in the international 
market place we must also raise our educational standards. 

We are now redirecting our spending so that it better conforms with 
Australia's economic priorities. 

In May I announced a major restructuring of unemployment benefits 
and study allowances which greatly increases the incentives for our young 
people to stay in the education and training system rather than moving onto 
welfare. 

The centrepiece of those reforms was the abolition of unemployment 
benefits for 16 and 17 year olds and the substitution of a modest job search 
allowance. 

This restructuring of study allowances has been carried further in the 
Budget by changes to the student assistance schemes for Aboriginal children; 
isolated children and the children of veterans, bringing them more into line 
with mainstream income support programs. 

4 

The Government also recognises that if we are to encourage young 
people to stay in the education system, we must provide more student 
places. 

Consequently we have approved an extra 5,800 higher education places 
for young school leavers in 1988. 

Our reforms in education and training have also been geared to getting 
better value for money. 

From 1988 funds for new TAFE capital works will be allocated on the 
basis of competitive bidding by States and individual colleges, with priority 
being given to projects in economically important areas, such as computing 
studies and hospitality, and areas which involve joint funding with industry. 

Funding for the Australian iraineeship System-which provides young 
people entering the workforce with a mixture of on-the-job and formal 
training-is to increase from $14 million to $45 million. 

This will provide places for 13,000 new trainees. 

At a cost of $31 million, a new program to provide short-term vocational 
training opportunities for unemployed young people will be introduced. 

My colleague, the Minister for Employment, Education and Training, 
Mr Dawkins, will issue tonight a comprehensive paper explaining the 
Government's skills formation strategy. 

Among other measures, $15 million will be provided in 1987-88 and $28 
million in a full year to implement a National Policy on Languages. 

Funding for the Aboriginal Employment Development Policy will be 
increased by $26 million in 1987-88 and by $49 million in 1988-89. 

FAMILY ASSISTANCE PACKAGE 

Madam Speaker, the Hawke Government has always believed that only 
those in genuine need should be entitled to social security payments. 

We have systematically implemented measures to exclude welfare cheats 
from the system. 
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In the May Statement I described a range of further initiatives to crack 
down. on fraud and abuse. 

Already these are proving very successful. 

As a result of these measures we will save more than $ 100 million in 
unemployment benefit payments in 1987-88. 

We have consistently held that people who can readily support themselves 
should do so, rather than putting their hand out to the taxpayer. 

But we have not shirked the Australian Labor Party's historical 
commitment to assist the most needy in our community. 

This Budget further strengthens that commitment by implementing a 
landmark social reform in the shape of the Family Assistance Package. 

From Christmas this year this package will provide help to more than 
half a million families in need. 

More than one million children will benefit. 

Subject to an income test, the new scheme will provide a Family 
Allowance Supplement of $22 per week per child. 

Recognising the higher costs associated with teenage children, the payment 
for each child aged 13, 14 or I 5 will be $28 per week. 

In addition, we will provide low income families renting privately with 
an extra allowance of up to $15 a week. 

This means, for example, that families with incomes up to $324 per 
week who rent privately and have three children, two aged under 13 and 
one 14, will receive a supplement of $87 per week free of tax. 

That is an increase of up to $69 per week on what they would have 
received under the old Family Income Supplement. 

The most any of these families would have received under the discredited 
election tax policy of the Liberal and National Parties would have been 
$20.46. 

This new Family Allowance Supplement is additional to the existing 
Family Allowance and will be paid directly to the primary carer of the 
children, generally the mother. 

It is structured so that it will increase the incentive for unemployed 
people to find work and will provide a positive inducement to avoid welfare 
dependency. 

In terms of assisting low income families in genuine need, this new 
Family Allowance Supplement ranks with any initiative introduced by any 
Australian government in any period. 

As I said earlier, this is a landmark change in social policy and a source 
of much pride to the Government. 

HEALTH 

As promised in the election campaign, the Government will provide $25 
million to the States this year and next to reduce waiting lists in public 
hospitals. 

Expenditure of $20 million will be provided for prevention and education 
measures to combat the spread of AIDS. 

Following a review of requirements, repatriation hospital staff numbers 
are to be increased by 337. 

STAFF AND ADMINISTRATION 

The Prime Minister recently announced a major restructuring of 
Commonwealth departments. 

These changes are estimated to produce savings of $107 million in a full 
year and to cut 3,100 off staffing levels by 1988-89. 

ASSET SALES 

In May I announced a program of asset sales estimated to yield about $1,000 
million in 1987-88. 



In order to maintain maximum flexibility in aviation policy, and in the 
light of our election commitment to deregulate the industry, the Government 
has decided not to proceed with the sale of its international airport terminals. 

Notwithstanding this change, however, we still expect the other elements 
of the program of asset sales announced in May to raise at least $1,000 
million in 1987-88. 

In the 1988-89 financial year we will be selling the loans portfolio of the 
Defence Service Homes Corporation and other defence. assets, producing 
savings of around another $1,000 million. 

As well as generating important efficiency gains, this will add a recurrent 
quality to the budgetary numbers as far as the disposal program is concerned. 

REVENUE 

Turning to the revenue side, I repeat that we have adhered to our election 
commitment not to increase taxes or introduce new taxes. 

We have been able to cut spending and taxes at the same time partly 
because we are now reaping the benefits of earlier actions to restore integrity 
to the tax system and to upgrade its administration. 

The capital gains tax, the fringe benefits tax and related measures like 
many things that are new, were controversial at inception, but are now 
fulfilling their proper structural function by massively broadening the tax 
base. 

It is largely because of these measures that despite legislated lower tax 
rates and subdued economic growth, 1986-87 tax collections came in $I 
billion above budget-time estimates. 

Not only are they yielding the revenue but they have made the system 
much fairer than it has ever been. 

The Government is firmly committed to continuing its efforts to make 
the tax and welfare systems decent and secure, and consequently we will 
proceed with vigour to implement the Australia Card national identification 
system. 

This system will return up to $1,000 million a year in revenue that is 
presently being evaded or defrauded, 

To further reinforce our anti-avoidance measures, this Budget will fund 
the Tax Office to establish special audit teams of highly qualified and 
experienced officers to mount more effective and detailed scrutinies of 
potential tax avoidance activities, particularly in the corporate sector. 

Madam Speaker, as most Australians are aware, some people in this 
country have accumulated substantial wealth because of booming stock
market and property values. 

Under the old tax system much of those profits would have gone tax
free. 

That is no longer the case. 

We have made the system fairer and those who have previously benefited 
from tax-free capital profits are now making a substantial contribution 
towards the costs of government services like schools, roads, social security, 
and so on. 

The impact of this new, fair tax has been a fundamental factor in the 
Government's review of tax deductions for investors in rental property. 

Since we have restored the integrity of the tax system by subjecting 
capital gains to tax, we are now in a position to permit the restoration of 
deductions against taxable income without exposing the revenue to the threat 
which existed before July 1985. 

The full interest costs of owning and maintaining rental property will 
now be deductible against income from any source. 

In the recent past the Government has canvassed in detail the principle 
of allowing tax deductions for interest costs in the case of both rural 
investments and equity investments. 

In both cases we decided in favour of allowing offsetting deductions. 

Tonight's decision restores the symmetry between investment in property 
and other assets such as shares or farms. 
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It will enhance the attractiveness of investment in both commercial and 
residential rental property and have a beneficial effect on the supply of 
residential accommodation in particular. 

In the light of this decision the 4 per cent depreciation allowance for 
both residential and non-residential construction is to be reduced to 2 1/2 
per cent for new properties. 

This will moderate the cost of these concessions, which has been growing 
at an annual rate of $55 million, while still representing a substantial 
concession to construction activity. 

NEW POLICY DIRECTIONS 

Following introduction of the Government's revolutionary full imputation 
system for company tax-to remove the double tax on dividends-I have 
now instituted a complementary review within the Treasury of the remaining 
structure of the business taxation system. 

The overriding objective of this review is to identify options for financing 
reductions in the company tax rate through sensible broadening of the 
company income tax base. 

This is in line with similar recent reforms in a number of major Western 
economies, including the United States and Britain. 

I will announce the outcome of this review either in or before the next 
Budget. 

Madam Speaker, in the coming term the Government will be 
concentrating its energies on the quest for efficiency throughout the economy. 

We have already foreshadowed the removal of outdated regulatory 
arrangements in the crude oil industry and the aviation sector. 

More reforms of this nature will follow as we review and remove 
impediments to doing things better in different sectors of the economy. 
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FUTURE PROSPECTS 

Madam Speaker, Australia's economic performance will continue to be 
constrained until we overcome the fundamental problem of our trade 
imbalance. 

Even so, in the coming year Australia's economic growth rate is estimated 
to increase modestly from 2 per cent last financial year to 2 3/4 per cent. 

This should generate over I 00,000 new jobs-meaning that by the end 
of our Bicentennial year one million new jobs will have been created since 
the Hawke Government first won office. 

Continued buoyancy of employment, and the tax cuts, will lift household 
purchasing power from last year's low. 

But the cuts we have made to government spending will restrain total 
domestic demand and avoid any spillover into unsustainable import pressures. 

Now that we have eliminated the budget deficit we will be repaying 
$1,000 million of Commonwealth overseas debt this year and the same 
amount of domestic bonds. 

No other Commonwealth government in more than 50 years has made 
repayments of both external and domestic debt in the same year. 

This year we have seen significant falls in interest rates, both for 
businesses and for home buyers. 

The withdrawal of the Commonwealth Government as a net borrower 
this year will further reduce pressures on financial markets and help to 
sustain those lower interest rates. 

While fiscal policy is now carrying more of the burden of policy, 
monetary policy will continue to play its proper role in containing domestic 
demand and cost and price pressures. 

Lower interest rates and an improving economic climate should contribute 
to a lift in business investment of at least 4 per cent in real terms and much 
more than that in the areas taking advantage of new export and import 
competing opportunities. 
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We therefore expect that Australia will make fitrther substantial progress 
in reducing the current account deficit in 1987-88. 

It should fall to around $11 I /2 billion, 4 per cent of Gross Domestic 
Product. 

With the worst of the inflationary impact of the depreciation of the 
dollar behind us, and wage restraint under the Accord, inflation is expected 
to fall from over 9 per cent last year to around 6 per cent by the middle of 
1988. 

CONCLUSION 

Madam Speaker, I have described tonight how Australia is successfully 
responding to the most adverse external economic difficulty we have faced 
since the Great Depression nearly 60 years ago. 

We could have reacted to this trade deterioration by pushing. all the 
economic policy levers into reverse. 

That has been tried in the past, both here and in other countries. 

And where it has been tried it has not produced the quick results hoped 
for and it has resulted in sharply higher long-term levels of unemployment, 
declining living standards and destructive social conflicts. 

We have rejected that path and the events of the last 18 months have 
shown that we were right. 

We have turned the corner and the big gaps in the trade accounts have 
begun to close. 

Essential to our success to date has been cutting the size of government 
and pulling down the budget deficit from the near $10,000 million that we 
inherited from Mr Fraser and Mr Howard to just on zero. 
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This is an achievement of historic proportions. 

It is one of which the Government is justly proud. 

We have done it the right way-by better targetting government spending 
and by repairing and reforming the tax system. 

The needy have been protected and assisted; the cheats have been caught 
and made to pay their way. 

This is responsible government, the Labor way. 

Governing with compassion and authority, good sense and confidence. 

I commend the Budget to the House. 
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