
See bound vol 

for.. 

urne for 4fi*3... 

to this document. 

of this series RESTRICTED 
GENERAL AGREEMENT ON 

for. à*j»t.*...d Spec(82)6/Add.3 

TARIFFS AND TRADE to 1 d o c u m e n t 2 March w« 

WORKING PARTY ON STRUCTURAL ADJUSTMENT 
AND TRADE POLICY 

Exchange of Information on the Experience 
of all Contracting Parties with Regard to 

Structural Adjustment 

Addendum 

1. At the meeting of the Working Party on Structural Adjustment and Trade Polir.y 
on 2 July 1981, it was agreed that the secretariat should invite all contracting 
parties to provide by the end of 1981 the information required in 
Paragraph 11(b) of the Annex to L/5120, taking into account the objectives 
outlined in Paragraph I of the Annex and the work already done (L/5177, 
paragraph 10). Paragraph 11(b) of the Annex to L/5120 states that one of the 
tasks to be undertaken is "consistent with the GATT and the results of the MTN, 
an exchange of information and discussion on the experience of all contracting 
parties with regard to structural adjustment, along with an overall analysis of 
the experience". 

2. Contracting parties were invited in GATT/AIR/1742 of 13 July 1981 to provide 
the requested information. The submission of Australia is reproduced in the 
Annex to this document. 

3. Some participants have underlined that, with a view to the usefulness of the 
exercise, they attach considerable importance to the fact that all members of the 
Working Party fulfil their obligation and make written contributions. These 
participants have also indicated that they would be prepared to participate in an 
examination of their contribution in the Working Party only when notifications of 
the other contracting parties participating in the Working Party have also been 
received. 

4. Delegations which have not yet submitted information are requested to do so 
as soon as possible. 
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-;: AUSTRALIA „__ .-̂V 

AUSTRALIAN EXPERIENCE WITH STRUCTURAL ADJUSTMENT 

1. Australian industry has undergone a great deal of structural 
adjustment over the last thirty years. While most 
industries have grown absolutely, there have been 
significant changes in the relative size of different 
industries. Government intervention has influenced such 
structural adjustment but the most fundamental 
characteristic of the Australian economy is still its 
reliance oh the market as the main indicator of consumers' 
requirements and the economy's ability to satisfy those 
requirements. Australia believes that, in general, the more 
open the market, the better it can signal the changes 
required. 

2. Where world markets have not been open - as in cases where 
other countries have introduced trade barriers such as 
import quotas or variable levies or have subsidised their 
domestic, production - the Australian industry has been 
forced-to adjust in ways not necessarily consistent with our 
resource endowment. Finally, certain adjustments have come 
about as a result of changing income levels in other 
countries and increasing competition from newly 
industrialising countries. 

3* The most striking changes in Australia have been the decline 
in relative importance of the agricultural and manufacturing 
sectors and the increasing importance of mining and 
services. Nonetheless, agriculture remains crucial to 
Australian trade and contributes over 40 percent of export 
earnings whilst manufacturing employs some 19 percent of the 
work force. Both sectors generate important activity in the 
services area. Hence, in view of .their importance to trade 
we have developed two detailed papers covering Australian 
experience with structural adjustment in the rural and 
manufacturing sectors. 

I. Adjustment has been especially pronounced and sustained in 
the rural sector where the bulk of the change has taken 
place without government facilitation. The following points 
illustrate the magnitude of the adjustment that has taken 
place in the rural sector over the last twenty or so years. 

the number of farms has declined by 14 per cent 

the total farm workforce has declined by 25 per 
cent 

the farm sector's .share of gross domestic product 
has declined from 14 per cent to about 5 per cent. 

5. However, the total output of the farm sector has continued 
to grow over this period, through increases in productivity, 
as has the proportion of output that has been exported. In 
recent years, Australia has exported some 95 percent of wool 
production, 75 percent of sugar production, 75 percent cf 
wheat, 50 percent of coarse grains, 45 percent of nuttan and 
larab and 55 percent of beef and veal. 



Spec(82)6/Add.3 
Page 3 

The basic underlying factor determining structural 
adjustment has been sustained cost-price pressures. These 
have been met by more capital intensive farming practices 
and productivity increases. It is significant that only one 
farmer in four now employs paid labour. 

The other critical factor forcing structural adjustment has 
been the loss of markets caused by foreign government 
intervention to protect their agricultural producers. With 
the loss of the market in Europe» following the enlargement 
of the EEC in 1973» for example, the number -of dairy farms 
in Australia in the 1970's declined by 40 percent and 
production of whole milk and butter declined by 25 percent 
and 60 percent respectively. 

Australia's main rural industries are highly competitive 
internationally. However they are not always permitted to 
compete on fair terms with other producers - in some cases 
they are not permitted to compete at all. As Australia 
exports a high proportion of its agricultural production, 
the rural industry is very susceptible to moves by other 
governments to restrict access to their markets. It is 
perhaps even more vulnerable to moves by other countries to 
subsidise exports. The Australian farm sector has been 
affected by both these situations and has been forced to 
adjust even though it may be the more efficient industry. 
Such structural adjustment is obviously not in the best 
interest of world trade. 

The real point is that some of the pressures for structural 
adjustment are beyond the control of a national government, 
and derive from policies adopted by foreign countries. Such 
countries may, by protecting their own industries, stave off 
structural adjustment in their own country but force it upon 
another. Moreover, such pressures can have the effect of 
diverting resources away from those countries and industries 
which would use them most efficiently in the direction of 
those which use them less efficiently. 

In the case of manufacturing, in the period 1940 through to 
the late 1960*s Australia's industry policy was based on a 
philosophy of import replacement. This policy had a 
significant effect on the direction of structural adjustment 
within the manufacturing sector, encouraging the 
establishment of manufacturing plants geared to supply the 
relatively snail domestic market. Over the last decade, 
however, there has been increasing recognition that the 
community would be better served by a manufacturing sector 
which was specialised, outward looking and, ultimately, less 
reliant upon Government assistance. This recognition 
coincided with a significant increase in the pressure for 
structural change in the manufacturing sector. During this 
period, manufacturing's share of G.D.P. declined from around 
25 percent to 19 percent whilst manufacturing's share of 
total enployment fell from around 27 percent to 19 
percent. While total manufacturing employment remains below 
its 1973 level, output, particularly over the last two 
years, has recovered and is now at a higher level than in 
1974. 
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11. The adjustment pressures on manufacturing which operated 
throughout the 1970's included rapid domestic wage and price 
increases, changes in the value of the Australian dollar 
(both revaluation and devaluation), liberalisation of the 
world exchange rate system since 1971, increasing import 
competition, reductions in tariffs and the downturn in world 
economic activity and trade. 

12. Reduction in protection has increased the pressure for 
structural change by exposing Australian manufacturing 
industry to increased competition from imports. In the last 
decade, the average nominal rate of assistance against 
imports, afforded Australian manufacturers, in all forms 
(including tariffs, quotas and bounties) has been reduced 
from 24 percent to about 15 percent. The average effective 
rate of assistance over the same period has fallen from 36 
percent to 26 percent. In some few instances the Australian 
government has felt constrained to moderate market forces in 
order to cushion the effect and costs of what could 
otherwise be precipitously rapid restructuring. But the 
general thrust of government policy is to develop a more 
competitive, specialised and innovative industry which is 
better able to compete with imports. 

13. In some instances, the Government has considered that 
sectoral policies were required to meet the special problems 
of certain industries which were significant in terms of 
employment and related social considerations. Support has 
generally been given in the form of import restraint 
measures for a defined period to allow the industry to 
adjust. Among the industries, to.which such sectoral 
policies have been applied, are motor vehicles, textiles, 
clothing and footwear and whitegoods. In addition the 
shipbuilding industry has been the subject of special policy 
measures. 

14. Perhaps of some interest to the Contracting Parties, is the 
transparency of the Australian system of assistance to 
industries. Changes are male by the Government only after a 
public enquiry by the Industries Assistance Commission. In 
addition, the Industries Assistance Commission publishes 
regular assessments of the overall protection levels in 
Australian industry. This makes it easier in Australia to 
identify and quantify protection compared with countries 
which have no such institution - particularly where non-
tariff measures are employed. 
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Whilst the rural sector and manufacturing industry have 
experienced a relative decline in their contribution to 
gross domestic product - the service sector and the mining 
sector have increased in importance. With current 
developments underway or planned, it is expected that the 
mining and related sector could increase its share of gross 
domestic product from about 4 per cent to around 6 per 
cent. Most of these developments are dependent upon viable 
and continuing export markets and to this extent they are 
susceptible to changes in the rate of economic growth of 
Australia's trading partners and to trading policies adopted 
by other countries. 

In common with most developed economies, the Australian 
economy is now dominated by the services sector. The 
services sector now contributes around two thirds of gross 
domestic product in Australia and employs some 70 per cent 
of all workers. This sector, as a whole, has grown more 
rapidly than other sectors of the economy - notably the 
agricultural and manufacturing sectors - although some 
services such as retailing have not maintained their 
relative importance. 

It is worth noting, in passing, that measures which impinge 
on trade have multiplier effects on the services sector. 
Restraints on trade, can therefore, have ramifications for 
growth in the services sector greater than their direct 
trade impact. 

There are reasons for expecting continuing progress towards 
desirable structural adjustments in Australia in the 1980's : 

a. partly because this is now a clear objective of 
government policy 

b. partly because the change in public perceptions is 
providing both pressure and a more receptive 
environment for adjustment 

c. and partly because economic conditions in the 
1980's are liable to be such that the need for 
structural change may be even more pressing. 

The other point that should be noted is that Australia is a 
federation of six states. Whilst the Commonwealth 
Government retains responsibility for protection levels in 
industry the State Governments also have responsibilities in 
areas relevant to structural adjustment; including the 
provision of infrastructure and power, regional development 
education and training programmes. Their policies, quite 
apart from those of the Commonwealth Government, can impact 
on the adjustment process. 

It is recognised in Australia that most structural changes 
bring benefits to some people but impose costs on others. 
This is as true at the international level' as it i3 at the 
domestic level and it is in the best interest of the world 
trading community to ensure that necessary structural 
adjustment takes place and that the costs of such structural 
adjustment are not borne solely by the smaller countries. 
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OCTOBER 1981 

STHJCTPP.AL DEVELOPMENT OF AUSTRALIA?: MANUFACTURING INDUSTRY 

1 Introduction 

1. Australia's isolation froo othar world markets saw tha early 
. development of the Australian manufacturing sector based largely 
on supplying the small and fragmented domestic market which had 
a relatively high degree of natural protection. However from 
Australia's early history, a manufacturing sector based on 
processing raw materials also developed with industries like 
food processing, metal smelting and sugar refining. 

2. Government policy and world events reinforced the orientation 
of industry towards the domestic market. Diversification and 
expansion of Australian manufacturing accelerated during each 
of the two world wars. It was encouraged by the application 
of protective measures, in particular the tariff, throughout 
most of the period since Federation (1901) and in the State of 
Victoria, even earlier. Import licensing imposed during the 
1950s for balance of payments reasons also served to support 
tha establishment of import competing industries. 

3. ia a result of these various factors the manufacturing sector 
steadily expanded its share of GDP until the mid-1960s when it 
accounted for just under 30 percent of total output and 
employment. However, the small size of the Australian population 
centres and the development of the manufacturing sector behind 
relatively high levels of protection, resulted in the 
establishment and growth of many industries unable fully to 
utilise scale economies. Some industries not well suited to 
Australia's factor endowment expanded beyond the level which 
could have been sustained without high levels of assistance to 
production. 

4. Reflecting developments both overseas and domestic, the emphasis 
of Government policies in manufacturing has shifted from the 
encouragement of a wide range of import-competing activities 
toward the development of a more export-oriented, specialised 
and innovative manufacturing sector. 

2 Post War Developments in Australian Manufacturing 

5. Following World War II the Australian manufacturing sector 
entered a period of expansion in terms of production, investment 
and employment. The range and sophistication of manufacturing 
increased significantly. Many new industries arose and others 
exhibited najor development (e.g. motor vehicles, oil refining, 
petrochemicals, paper, plastics, some non-ferrous metals). Of 
particular importance in postwar expansion was the existence 
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of plant and equipment originally installed for war production, 
coupled -with an augmented labour force following the return of 
demobilised servicemen. By 1953 manufacturing accounted for 27 
percent of total employment and around 26 percent of GDP. 

6. In the early post war period the development of Australia's 
policies towards manufacturing industry was strongly influenced 
by constraints due to balance of payments problems and the need 
to offer employment opportunities to a growing population 
bolstered by an active immigration policy. As a result policy 
continued to aim at expansion and diversification of the 
manufacturing sector. In the face of a severe foreign exchange 
shortage, quantitative import restrictions were introduced in 
1952 to replace the exchange controls of the immediate post war 
period. From 1960 the tariff again became the dominant 
instrument of protection. 

7. Throughout its development, the manufacturing sector has relied 
heavily on foreign investment to supplement domestic savings 
and to provide new technology. Net private overseas capital 
Inflow during the 1960s was equivalent to about 29 percent of the 
total investment in private enterprises and the latest available 
data show that in 1976, 43 percent of the top 200 manufacturing 
firms were foreign controlled. Political stability, natural 
protection and import constraints together provided prime 
motivation for foreign investment in Australia. 

8. The manufacturing sector enjoyed sustained growth in the 1950s 
which continued at a high level until the mid 1960s by which 
time the sector contributed around 28 percent of GDP and 
accounted for around 27 percent of total employment. The growth 
Industries of this period were plastics, chemicals, oil refining, 
motor vehicles and parts, machinery, metal manufactures and pulp 
and paper. From the add 1960s to the early 1970s the sector 
continued to expand but as other sectors, particularly mining and 
services, expanded more strongly, manufacturing's relative share 
of total output and employment declined. 

9. It has to be recognised that Australia's population growth was 
very rapid by developed country standards in the post World War 
II years. In the two decades to the end of the 1960s, 
Australia's population grew by nearly 60 percent to twelve 
million. Australian manufacturing industry was a major element 
in providing employment for this rapidly growing population. 

Pressures for adjustment in Manufacturing 

10. By the mid-1960s it began to be recognised that import 
replacement policies were not the most appropriate for a 
manufacturing sector facing the sorts of structural pressure that 
were then developing. During the 1960s a rapid expansion of the 
mining sector and the growth in international (especially 
Japanese) demand for Australian exports of minerals reduced 
concerns about the balance of payments. >t the same time it was 
becoming clear that the scope for an import replacement strategy 
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had largely been exhausted, furthermore, In a world where 
relative transport costs were declining Australian industry was 
facing greater exposure to foreign competition in the domestic 
market, particularly from newly industrialising countries within 
its own region. These factors, combined with a slowing in 
population growth through lower birth rates and reduced 
immigration, changing patterns of consumer demand and 
technological Innovation have meant that Australian manufacturing 
industry has faced Increasing pressures to adjust both 
domestically and Internationally over the last ten to fifteen 
years. 

In line with the experience of most other developed countries 
the Australian manufacturing sector, whilst continuing to 
expand, began to decline as a proportion of total output from 
around the mid -1960s. Ibis diminution of the growth momentum 
of the manufacturing sector was important in bringing about some 
increase in the age structure of plant in many industries which 
further exacerbated the sector's difficulties. 

The adjustment pressures on manufacturing became clearly apparent 
during the recession of the mid 1970s and were Intensified by 
revaluations of the Australian dollar in 1972 and 1973, a 25 
percent across the board tariff cut in 1973 and by the wage and 
price "explosion" of 1974/75. These developments reduced 
substantially the competitive position of Australian 
manufacturing relative to manufacturing in most other countries. 

Between August 1973 and August 1978 manufacturing employment fell 
by 14.3 percent; in August 1981 the level remained 11 percent 
below its 1973 peak. Manufacturing's share of total employment 
fell from 27 percent in the 1960s to 19 percent in 1981. Factory 
production Increased 80 percent in the decade to 1963/64 and 
though it increased a further 70 percent in the decade to 1973/74 
it subsequently remained below Its 1974 peak till April-June 
1981. 

The industries most affected by the declines in output and 
employment were textiles, clothing and footwear. Wage and salary 
earner employment dropped by- 31 percent in textiles and 25 
percent in both clothing and footwear between August 1973 and 
August 1978. While total manufacturing employment remains below 
its 1973 level, output, particularly over the past two years has 
shown recovery and is now at a higher level than in 1974. The 
competitive position of the Australian manufacturing sector vis-a
vis manufacturing sectors in other countries has improved due in 
part to devaluation in late 1976 and during 1977 and also to 
improved inflation performance. This benefitted all 
Internationally tradeable sectors and was an important factor in 
a strong recovery in manufactured exports along with a partial 
revival of some traditional import competing industries in the 
last year or so. Curing 1980 and 1981, however, the Australian 



Spec(82)6/Add.3 
Page 9 

dollar gradually revalued by some 11 percent and chough this 
would have adversely affected the competitiveness of most Australian 
manufacturing it has not brought with it the adverse effects on 
output and employment experienced during 1975. The experience 
offers some evidence that the "shake-out" of the mid 1970s has 
left a more resilient (and adaptive) manufacturing sector. 

15. Over the past few years the availability of abundant 
competitively priced energy and mineral resources in Australia 
has been a source of renewed confidence in the future of 
manufacturing industry, most noticeably in the area of mineral 
processing. There has been an upsurge in planned new major 
investment throuhout the resources sector and in the case of 
manufacturing industry in alumina refining and aluminium 
smelting. Such new capital intensive developments are primarily 
export-oriented and offer the prospect of a renewed growth phase 

• both as a result of the establishment of the industries 
themselves and of the increased demand likely to be placed on 
supplying industries. They also offer the likelihood of an 
upsurge in capital inflow and exports which must be matched by an 
increase in imports if real benefits are to accrue to Australia. 
This in turn will have implications for a range of policies and 
will impose substantial adjustment pressures on many parts of the 
existing manufacturing sector. 

16. These prospective resource developments have the capacity to 
greatly increase Australia's productive potential and hence the 
incomes of Australians. The extent to which this economic growth 
occurs will depend largely on the extent to which investment 
in resource-based industries represents a net increase in the 
level of investment in the economy. In this respect 
macro-economic (especially fiscal) policy will be influential 
as will levels of profitability in the non-resource sector. 

17. It is recognised that the pressures for adjustment in the 
.'* Australian manufacturing sector are particularly complex at this 

point. Superimposed on the need to ensure that manufacturing 
industry becomes better integrated into the global economy are 
forces which, by tending to bring about a real revaluation of 
the exchange rate, further reduce competitiveness and therefore 
the incentive to undertake the investment required to revitalize 
the sector. 

i Becent Developments in Manufacturing Industry Policy Formulation 

18. The complexity of the structural pressures being experienced 
by Australia's manufacturing industry and a general recognition 
of the need for industry to become more outward looking, 
specialised ar.d innovative led the Government to establish in 
July 1974, a Committee to Advise on Policies for Manufacturing 
Industry (Jackscr. Committee). Ir. its October 1973 Ssport* the 
Committee stressed the need for the sector to coze to terms with 

* Committee to Advise on Policies for Manufacturing Industry, 
Policies for Development of Mar.ufacturing Industry : 
Greei: Ja-par (Jackscr., Â.G., Chairman), Canberra 1975. 
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Che pressures for change which had arisen. A central theme 
Identified in the Consistée's report was that industrial 
restructuring and a considerable re-equipping of Australian 
industry were necessary. 

19. In May 1977 the Government published a White Paper on 
Manufacturing Industry indicating its general guidelines for 
future policy toward the sector, stressing in particular the 
importance of Australian manufacturing becoming responsive to 
the pressures for adjustment affecting it. 

20. In its conclusions the White Paper said "Having regard to 
Australia's endowment in capital, labour, skills and natural 
resources, the best prospects for manufacturing industry 
development appear to lie in activities which are based on our 
natural resources; which are innovative in terms of skill or 
design; which meet specialised local needs; or which have a 
high degree of natural protection. Industry policy also needs 
to take important account of the existing structure of Australian 
industry, with its established patterns of employment and capital 
investment". 

21. Whilst the White Paper emphasised that shorter term measures 
of assistance would continue to be required from time to time 
to meet circumstances which would otherwise bring about major 
industry dislocations, it concluded "As a longer-term policy 
approach, the Government will maintain its commitment to achieve 
a less complicated tariff structure, based on gradual progress 
towards lower and more stable tariff levels than in the past. 
It will also continue to support programs of assistance, such 
as research and development and productivity improvement, which 
will contribute to the improvement in industry structure". 

22. A broad consensus had developed by mid 1977 that long term 
industry policy should be aimed at the development of a stronger, 
more specialised and outward looking manufacturing sector. 
Manufacturing industry, in seeking to maximise its efficiency, 
would need to be internationally competitive, innovative and 
export oriented based on Australian talents, skills and resources 
specialising in those areas in which Australia has the greatest 
advantage. Within this general approach industry would be 
expected to exhibit far less reliance than in the past on 
general Government assistance through subsidies, 
tariffs and other related assistance measures. 

23. Government policy eschews a key industry approach to economic 
development and endorses a market determined approach to growth 
and structure. At the same time it is recognised that policies 
will continue to be needed to meet the special problems of 
certain industries where the political and economic costs of structurjl 
adjustment are highly significant. 
Accordingly, where employment and other social consequences of 

market changes are likely to be significant, policies to 
alleviate these strains have been introduced. ( See Section 5, 
Sectoral Policies) 
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24. The Government established a Study Group on Structural Adjustment 
in September 1977 to investigate the nature and extent of 
adjustaent probless facing Australia and to advise on the 
eleaents of policy which are required to deal vith these 
probless. The Study Group Seport, released in March 1979, made 
over 40 recoaaendations covering initially all major areas of 
policy impacting on manufacturing industry and ranged from 
industry, protection and trade to manpower policies. In essence 
the report concurred with the development objectives set in the 
White Paper and recommended measures in response to the problems 
facing the manufacturing sector that would promote sound 
Industrial growth in the future. The Government endorsed the ' 
general policy direction advocated in the Seport 
and Its recommendations were either Implemented or referred for 
future study. 

25. In recognition of the influence of technological innovation on 
economic change and industry adjustaent, a Committee of Inquiry 
into Technological Change in Australia was established. In its 
Report of April 1980 it stressed the positive links between 
technological change and economic growth and concluded that 
existing unemployment was not attributable to technological 
change. The Government has accepted the great majority of the 
Committee's recommendations. 

26. A further uajor inquiry commissioned by the Government which will 
have iaplications for the corporate sector is the Committee of 
Inquiry into the Financial System. The Committee's report -
was published in October 1981 and is being .considered by the Government. 

27. Other Government Initiatives impinging on adjustment policy 
development are implicit in several 1981 enquiries. The IAC will 
report on options available to achieve further general reductions 
in protection, on export assistance programs and on budgetary 
incentives to industry. These are discussed in more detail in 
Section 5. The Government's commitment to adjustment is further 
exemplified by its re-assessment of Government activities within 
the framework of its Review of Commonwealth Functions and its 
divestment of activities more appropriately handled by the 
private sector. 

Industrial Developaent Policy Measures 

28. Australia employs a number of specific measures to make the 
manufacturing sector more innovative, internationally competitive 
and export oriented. These measures are embodied in a broader 
policy framework designed to assist the Australian economy in 
adjusting to the prevailing pressures toward change. This 
section considers those policy measures which are directed 
specifically at seeking to improve Australia's industrial 
structure and to encourage it to adapt to changing conditions. 

29. From the early 1970s when it became clear that the adjustaent 
pressures on the traditional Australian manufacturing sector were 
not transitory, measures were introduced to encourage the 
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emphasis-of manufacturing development away from import -
substitution. In 1971 the Government initiated a review of the 
tariff (referred to as the Tariff Review Programme) to overhaul 
the largely ad hoe tariff structure which had built up over many 
decades. Priority In the review programme was given to an 
examination of those industries with a high . level of 
protection. The last of the review references are now scheduled 
for completion by the end of 1981. The review covered about 35 
percent of manufacturing Industry and has led to an average 
reduction in effective rates of about 1 percent. 

30. While there has been an increasing recognition in Australia of 
the need for structural adjustment to enhance the scope for more 
rapid economic growth in the longer term, the low growth rates 
prevailing since 1975 have served to increase the resistance 
to rapid changes in industry structure. Sluggish capital 
investment and a reduced demand for labour in some industries 
have foeussed attention on the dislocation associated with change 
rather than the competitive and productivity gains to be reaped 
when resources shift into activities more consistent with 
changing economic, technical and competitive environments. 

31. It is widely accepted that economic growth is fostered by 
* industrial structures adapting to changed opportunities and that 
the more adaptable these structures the greater is the potential 
to generate growth. It is equally accepted that certain costs 
stem from change. Many industries have certain industry specific 
elements in their capital base and workforce which cannot be 
easily re-employed in alternative activities. An important 
aspect of this is relative declines of industries which are 
concentrated in particular regions. If such industries lose 
competitiveness and go out of business their capital may have to 
be scrapped and the labour retrained or relocated at some cost to 
the community. 

32. In a buoyant economy when less competitive industries exhibit 
a gradual relative decline, capital and labour can gradually 
be relocated into more promising activities. Where the 
deterioration of the health of particular Industries is more 
sudden or takes place against the background of unfavourable 
macro-economic conditions, resources employed in declining 
industries may be faced with the need to restructure 
precipitously and therefore do noc enjoy the cushioning of a 
gradual and lengthy adjustment process. 

33. During the period of slow growth since 1974 the Australian 
Government has felt constrained in some important instances to 
•moderate market forces in order to preserve employment levels, 
although generally investment and employment decisions have been 
based on conditions prevailing in the market place. 
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34. Australian policies towards protecting manufacturing industry 
have been progressively liberalised since the early 1960s. Taken 
in aggregate this process has continued during the 1970s* Whilst 
the Tariff Review Progresse «as one factor in this liberalisation 
other measures have played a more significant part. Important in 
this respect «as the 25 percent across the board tariff cut which 
«as implemented in 1973 and further tariff reductions which «ere 
implemented in January 1977 following a devaluation of the 
australien dollar. 

35. Table 1.1 shows the estimated nominal levels of protection to 
have fallen from 24 percent (effective rate of 36 percent) in 
1968/69 to 17 percent (27 percent) in 1973/74 and 15 percent (26 
percent) in 1978/79*. Nominal protection is here defined to 
Include most forms of aasistance - tariffs, quotas, subsidies, 
end special pricing schemes. In this analysis it excludes the 
effects of government purchasing preferences and local content 
schemes for motor vehicles; this industry therefore has obtained 
some additional aasistance though a relaxation of local content 
requirements has meant such assistance has been declining over 
recent years. In the decade to 1978/79 average nominal 
assistance has fallen by 37.5 percent. Within broad industry 
categories nominal assistance has increased by 24.5 percent for 
clothing and footwear which along with textiles is the only 
industry class to have shown an increase in nominal assistance. 
Effective assistance to the transport equipment industry also 
Increased. By contrast, nominal assistance for the chemical and 
non metallic mineral products industry decreased by 67 percent. 

36. At foreshadowed in the Government's response to the Report of 
the Study Group on Structural Adjustment a reference was sent 
to the IAC on 20 August 1981 for report within six months on 
the options that could be adopted in approaching further 
reductions in long term protection. The reference requires the 
Commission to have regard to the Government's broad industry 
policy objectives of encouraging the development of competitive 

* The nominal rate of assistance for a product or industry is 
defined as the percentage by which assistance allows gross 
returns per unit of output to producers to increase relative 
to the hypothetical situation of no assistance. The 
effective rate is a measure of the net assistance provided 
to an industry or production process by the measures 
epplying to its outputs and Inputs. When a product is 
assisted by a tariff alone the nominal rate is measured by 
the extent to which the tariff raises the price of imports 
to which it epplies. The nominal rate is expressed as a 
proportion of the landed duty free velue of imports and 
differs from the tariff rate of duty which is calculated on 
the basis of the free on boerd value. Available estimates 
of nominal rates of assistance understate protective effects 
of quantitative restrictions imposed since 1976. 
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Australian industries relying less on Government assistance, to 
th« Government's overall economic goals, including lover prices; 
and to the community's capacity to absorb changes in protection. 
The Commission has also been directed to take into account recent 
reports it has submitted and recent decisions on industries for 
which phased reductions in assistance or sectoral policies have 
been determined; it is to Include advice on «pedal arrangements, 
if any, which should apply in such cases or in respect of any 
other particular industries including Industries subject to 
temporary assistance. 

37. The deteriorating competitiveness of certain industries 
especially between 1974 and 1976 led the Government'to introduce 
a range of temporary assistance measures principally in the motor 
vehicle, whitegoods and textiles»'clothing and footwear 
industries. The continuation of the difficulties experienced 
by these industries made it clear that their problems were longer 
term problems of adjustment and the temporary assistance policies 
were re-oriented to become sectoral policies under which measures 
were taken to ensure the viability of designated industries over 
a sufficient period to permit their adjustment to the changing 
environment. 

38. These sectoral policies are further described in a later section 
but it is worth reiterating that although they conferred 
additional assistance on specific Industries they have not led to 
a reversal of the overall downward progress towards lower levels 
of protection. They have however meant that protection has 
increasingly been concentrated on a relatively smaller group of 
Industries. The textiles, clothing and footwear (TCF) and 
passenger motor vehicle (PMV) industries, where sectoral policies 
currently apply, have recently been subject of very detailed 
public review. A new seven year program to operate from January 
1982 has recently been announced for the TCF industries and a 
decision on future assistance arrangements for the PMV industry 
is imminent. Given the inter-sectoral Implications of policies 
determined separately for these Industries however the LAC has 
been asked to take into account these policies in its report on 
general reductions in protection. 

Measures to Make Industry More Export Oriented 

39. Direct financial export incentives were first introduced in 
. Australia in 1961 to encourage promotion expenditure and improved 
export performance. The specific schemes experienced several 
transformations in the subsequent years culminating in a new 
export development package in May 1978. 

40. The package encompassed a range of export development activities 
including a revised system of export incentives, an intensive 
trade promotion and publicity program in overseas markets across 
the whole range of- Australia's exports, a strengthening of the 
Trade Commissioner Service to improve operational effectiveness 
in key markets, and the establishment of the Australian Overseas 
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Projects Corporation to support exporters, contractors and 
consultants in developmental projects abroad. The enlarged 
program also Involved an Increase In funds available to the 
Export Finance Insurance Corporation (EFIC) .tad an extension of 
the services which It provided* 

41. following the recent Review of Commonwealth Functions, the 
Government announced that the Export Expansion Grants Scheme 
and the Export Market Development Grants Scheme will be extended 
for an additional veer until 30 June 1983. In the meantime, 
the Industries Assistance Commission has been asked to inquire 
into the future of export Incentives and is scheduled to report 
by 31 December 1981. The Commission has been asked to advise 
on what changes should be made to the current methods of 
assisting the development of the export of goods and services 
through the existing Incentive schemes and what alternative 
measures if any should be introduced. The reference makes clear 
that the Commission is to have regard to the Government's desire 
to foster a healthy export Industry sector. 

Measures to Make Industry More Innovative 

42. In 1967 an industrial research and development grants scheme was 
Introduced to provide an Incentive to'encourage Australian 
manufacturing and mining companies to increase their owe spending 
on research and development for new and existing products and 
processes. The scheme has continued as a useful policy 
development instrument since .that time although Its 
administration and application has been altered on a number of 
occasions• 

43. The scheme has recently been upgraded and extended for a further 
five years, as from 1 July 1981. The extension of the scheme is 
part of the Government's response to the Report of the Committee 
of Inquiry Into Technological Change In Australia and to 
representations from industry. 

44. The industrial research and development incentives scheme is 
administered by an IB&D Incentives Board. The three major 
program streams are 

Commencement Grants ; these are payable to companies whose 
research and development activities are either not developed 
or do not exist. These grants are designed to encourage 
small firms to develop an in-house IB&D capability. 

Project Grants : these are payable in support of specific 
projects submitted by companies and approved by the IB&D 
Incentives Board. Project grants are designed to encourage 
firms to undertake IB&D projects assessed to have an element 
of risk and high commercial and technical merit. 

Public Interest Projects ; these are contractural IB&D 
activities undertaken on behalf of the Australian. Government 
involving projects with the potential to-make a significant 
contribution to the Australian economy. 
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45* Under the new scheoe, the ceiling limits for commencement grants 
neve increased from $25,000 to $40,000 per year and for project 
grants fron $500,000 to $750,000 per year. In addition new 
guidelines are being used in assessing applications for project 
grants ensuring that particular attention is given to the 
Government's overall industry and economic policy. This will 
ensure that research and development projects lead to activities 
which are most likely to be internationally competitive and 
export oriented. 

Measures to Make Industry More Compétitive 

46. In addition to the above measures policies have been developed 
to encourage increased investment and replacement of outdated 
capital equipment. These include: 

; A» 
.. Investment Allowance ; This operates in the form of an 

income tax deduction allowable in the year in which eligible new 
plant and/or equipment is first brought into operation or 
installed ready for use and extends to all industries 
covering most depreciable plant and equipment. Investment 
allowances in one form or another have been in operation in 
all years since 1962 with the exception of Che period from 
August 1973 to December 1975. The schemes preceding the 
current scheme were restricted to specific industries. From 
1 January 1976 to 30 June 1978 the allowance was at 40 
percent and from 1 July 1978 the allowance became 20 
percent. However, following the Beview of Commonwealth 
functions report, eligible expenditure on new plant and 
equipment ordered before 30 June 1985 and installed by 30 
June 1986 attracts an allowance of 18 percent. 

Units of property must have an installed value exceeding 
$500, the rate of allowance shading in from 1 percent at 
$501 to the full 18 percent at $976. In general, investment £ j 
allowances have never been applied to buildings. 

'i 

Accelerated Depreciation for Plant ; In the 1980/81 Budget 
the Government introduced a 20 percent loading on existing 
depreciation rates for plant. This was subsequently reduced 
to 18 percent following the Beview of Commonwealth 
Junctions. This loading is applicable to most new and 
second-hand ittns of plant ordered after 1 May 1981. 

The loading was in response to suggestions that existing 
rates may not have been providing an appropriately fast 
rate of write-off for new plant during periods of rapid 
technological change. While recognising that there is no 
objective way of adjusting depreciation rates for 
obsolescence occasioned by unpredictable technological 
change, the loading vas intended to assist businesses to 
deal with that probien and to encourage the updating of 
plant and equipment. 
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Conversion of Oil-Fired Plant : In the 197Ç-80 Budget tax 
incent ives were provided to encourage the use of 
non o i l - f i r e d plant and thereby e s s i s t indus t ry ' s 
competi t iveness. . The incentives now provide for a full a fu l l 
t a x deduction over two years for the cost of converting 
or adapting exis t ing o i l - f i r e d plant or LPS fuel to alternative energy 
sources and a 40% conversion allowance (additional to normal depreciation) 
for the capital cost of replacing existing oil-fired or LPS fuelled plant. 

accelerated Depreciation for Basic Iron and Steel Plant ; 
In the August i.981 Budget the Government introduced 
accelerated depreciat ion ra t e s for plant and equipment used 
to produce basic i ron and s t e e l . El igible plant ordered 
a f te r 18 August 1981 wi l l be depreciable on the bas is of a 
5 :3 system, representing a r a t e of 20 percent per annum 

/ where the current schedule l i f e i s five years or more and at 
33.3 percent where i t i s l e s s than five years . 

I t i s intended . that t h i s i n i t i a t i v e wi l l provide an Improved 
climate for greater investment in more ef f ic ient and 
technological ly advanced plant and equipment. 

capital 
The Investment Allowance lowers the effective/cost of undertaking 
investment. Other things being equal such a measure would be 
likely to induce investment previously considered by the 
entrepreneur to be marginally unprofitable. 

Many factors influence the level of investment and it is 
difficult to assess the extent to which provision of the 
allowance and the associated lowering of the relative cost of 
capital has contributed to higher investment. A small sample 
survey in 1978* found that over half of the respondents had 
brought forward the timing of investment expenditures as a result 
of the 40 percent phase of the Investment Allowance. The survey 
did not indicate whether this investment was in itself induced by 
the concession. 

It is a complex matter to determine whether existing measures 
constitute a fair depreciation regime and one that is adequate 
to encourage firms across a broad range of industries to 
undertake the level of capital investment necessary for strong 
and balanced economic growth. In this respect it should be noted 
that in August 1981 the Government sent a general reference 
to the Industries Assistance Commission concerning certain 
budgetary assistance measures to industry designed to promote 
efficiency and competitiveness. The reference requires the 
Commission to provide advice on the effectiveness of such 
measures and whether any changes, re-directions or alternative 
means, including improvements in depreciation provisions and the 
investment allowance, would be more effective. . 

* "Capital Investment and Manufacturing Industry's Response 
to the Jackson Ccssiccee Seport"• research Project 
presented by School of Business Studies, Granville Technical 
College. 
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5*4 Other Government Assistance Measures 

49. The previously operating purchasing preference scheme of the 
Commonwealth Government has been terminated and preference is now 
confined to particular cases where defence-strategic or high-
technology considerations apply. Import duties are not levied on 
goods purchased by the Commovnealth Government and its 
instrumentalities. However under the Australian preference 
system a notional duty is allowed in order to evaluate tenders, 
m the case of purchases by State Governments preference is 
generally provided to producers in their own State. State 
Governments pay import duties in the normal manner. 

50. Government policy also includes an Offset Program, the aim of 
which is to advance local Industry's technological capabilities. 
This provides that successful overseas tenderers for Government 
contracts valued at $1,000,000 or more are required to give a 
commitment to seek to place offset orders with Australian 
Industry up to a target level of 30 percent of the import content 
of the contract except for cases where the Import content is less 
than $500,000. Most Government purchases from overseas involve 
high technology items such as aircraft and computers and the 
Offset Program endeavours to ensure that the offset orders placed 
with Australian firms similarly involve high technology 
production. The Offset Program therefore complements the range 
of other measures such as the IBSD Incentives Scheme through 
which the Government assists local industry to keep abreast of 
new technology. Since the inception of the program in 1970 
offsets to the value of $400million have been approved for 
placing with Australian firms. By contributing to the upgrading 
of industry's technological base the program has strengthened the 
capability of Australian firms to compete successfully for 
commercial contracts both in Australia and overseas. 

5.5 Ssall Business 

51. Stall and medium enterprises excluding farm enterprises in 
Australia are estimated to employ more than 40 percent of the 
private workforce. Not only does small business benefit from the 
wide range of measures generally available to industry but also 
from a number of Government measures that are specifically 
tailored to benefit small business. These include programs aimed 
at improving small business management and performance and 
measures which give certain small businesses access to modest 
amounts of finance on preferred terms. 

5.6 Structural Adjustment Assistance (SAA) Program 

52. Primarily in response to the 25 percent tariff cut in 1973, the 
Government introduced a specific adjustment scheme aimed at the 
manufacturing sector; this Structural Adjustment Assistance (SAA) 
program subsequently included the Special Assistance to Non-
Metropolitan Areas (SANMA) program. 
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53. The general SAA program was inielated In April 1974. The 
rationale behind the scheme «as that the individuals directly 
effected should not be required to bear the total costs of an 
economic change which is desirable in the national interest. Its 
purpose «as to assise individuals and firms affected adversely by 
economic change. However eligibility for assistance was limited 
to those affected by the consequences of specific government 
policy action. Adjustment assistance only became available «ben 
the Government decided that some other particular Government 
action warranted it • In practice, prescribed decisions related 
primarily to reductions in tariffs and quotas. 

54. ID October 1974 a supplementary scheme, SANMA, was Introduced 
to provide special financial assistance to manufacturers in 
country areas «ho had been adversely affected by "prescribed-
cases" of structural change and assistance to facilitate 
feasibility studies. In addition it envisaged subsidies for 
workers commuting from adversely affected areas to centres «here 
employment was available and financial assistance for the 
establishment of alternative employment opportuntles in adversely 
affected areas. 

55. Applications have not been acceptad for the scheme since June 
1976 and the SAA program and SANMA have now lapaed. Total 
payments over the three years to 1976/77 were $66m of which $59m 
were for income maintenance, $5m for employment subsidies and 
$5m for closure compensation. 

56. A recent study* made a number of specific comments about the SAA 
scheme. Etrst, it pointed out the administrative difficulties 
associated with determining whether a prescribed government 
action was the direct cause of a firm or individual's problem. 
Secondly, it noted that the measures were primarily compensatory 
and did little positive to assist firms or individuals to 
overcome their difficulties. Thirdly, the generous benefits for 
individuals created a privileged class of unemployed - it seemed 
inequitable that some unemployed received more than others. 
Finally, the study was unable to decide whether the scheme was 
cost-effective. 

57. Overall it commented that the program did have some limited 
value in easing the burden of adjustment on individuals and 
firms. However it did little to facilitate the overall process 
of adjustment. 

58. With regard to the SANMA scheme the study concluded that while 
it appeared to be effective in sustaining employment in country 
areas it did little to facilitate adjustment to change and may 
even have frustrated that process by encouraging inefficient 
firms to continue in existence. 

* "The Structural Adjustment Assistance Program : A 
Secretariat Working Paper". Appendix 6.2, Volume 2 of the 
report of the "Study Group on Structural Adjustment" 

..-..' (Crawford Heport) Canberra 1979. • 
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6 SECTORAL POLÏdgS 

39* The Government consider* that sectoral policies ere needed to 
meet the special problems of certain Industrie.! which ere 
significant in terms of employment and related social 
considerations. The approach generally adopted is to provide 
support for a sector for a defined period daring which reel 
efforts should be made by Industry itself to improve its 
structure and efficiency thereby enhancing the sector's 
competitiveness and ability to adjust to the change. Support 
has generally been given in the form of import restraint 
measures. 

60. Industries to which seetorel policies have been applied Include 
motor vehicles, textiles, clothing and footwear and whltegoods. 
In addition the shipbuilding industry has been the subject of 
special policy measures. 

6.1 Passenger Motor Vehicles 

61. The industry is Australia's largest engineering industry 
accounting directly for 6.5 percent of manufacturing employment 
end turnover and has significant linkages with other industry 
sectors. The industry owes its present structure and size 
largely to the policies followed by successive Governments over 
the last 30 years or so of encouraging the development of en 
Australian motor vehicle industry. The industry's adjustment 
problems arise from the Interplay of a variety of factors. 

Important among these has been the reduced competitiveness of 
the Australian industry compared with overseas producers, 
especially the Japanese Industry; this has been exacerbated by 
the general impact of energy costs and the resulting shift in 
consumer preference to smaller more fuel efficient motor vehicles 
and away from the medium sized vehicles traditionally produced 
by the Australian Industry. 

62. The present pessenger motor vehicle assistance errangements date 
from the mid-1970's. The main policy instrument is the Motor 
Vehicle Manufacturing Plan (the Plan) which requires vehicle 
manufacturers to maintain local content at 85 per cent on a 
company average basis. Hie Plan is supported by domestic market 
sharing arrangements which reserve about 80 per cent of the 
pessenger car market for local producers. This policy is 
Implemented through quantitative restrictions on imports. 
Significant new investment in non-Plan low local content assembly 
activity is not favoured. 

63. Prom March 1982 export facilitation arrangements will be 
introduced into the Elan. Under these arrangements vehicle and 
component producers will be able to earn local content credits 
through increases in export sales. This strategy is aimed at 
encouraging the Australian motor vehicle industry to become more 
closely integrated with the world industry with a rationalisation 
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of activity to achieve greater specialisation and improved 
competitiveness in component production «1th resultant eost 
savings. 

64. The Government's current assistance arrangements, including 
the Flan, are scheduled to remain in effect until 31 December 
1984. The Government is currently reviewing the question of 
longer term assistance arrangements and has under consideration 
. a report on the matter by the I AC. 

6.2 Textiles, Clothing and Footwear 

65. These industries have, since around 1973-74, suffered sustained 
Import pressure* and a lack of buoyancy in consumer demand. As a 
result employment declined from 165,800 in March 1974 to 128,200 
in March 1975. In 1977 following a series of actions taken to 
stabilize the industry the Government announced a 3 year program 
of assistance to mid 1980. It subsequently extended this to 31 
December 1981. The program aimed at maintaining to the fullest 
extent practicable levels of activity and employment prevailing 
at that time in these industries. The central feature of the 
program was the continuation, and in certain cases extension, of 
tariff quotas on a wide range of textile and clothing products 
and of Import licensing on footwear. Under this program 
employment stabilised at about the June 1977 level of 120,000. 

66. A new program of assistance for these Industries was announced 
on 15 August 1980. The basic assistance program for the 
industries, to apply for 7 years from 1 January 1982, generally 
involves bounties on yarns, tariffs on most fabric types and 
tariff quotas on most clothing and footwear, e range of finished 
textile products, cotton sheeting and woven man-made fibre 
fabrics. The new program provides for a controlled increase 
in Imports and encourages further Improvements in the efficiency 
of the industry while at the same time providing a reasonably 
predictable environment in which manufacturers and importers 
can plan their investment and marketing decisions. 

67. Bar all finished products subject to quota this entails, in 
the seven years from 1 January 1982, opening the market to permit 
Imports to increase by an amount equivalent to 1 per cent of 
annual domestic production levels. In addition access will 
be further increased by an amount equivalent to assessed market 
growth. The new assistance program follows on the considerable 
restructuring that occurred in the industries over the course 
of the 1970's. 

* Ibr manufacturing as a whole, imports' share of the market 
increased from 17.6 per cent in 1968-69 to 22.9 per cent 
in 1977-78. Bar clothing and footwear in that period it 
increased from 7.3 per cent to 22.8 percent and for 
textiles from 32.8 per cent co 40.3 percent. 
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6.3 Whitegoods 

68. The Government's sectoral policy on assistance for the whitegoods 
industry introduced in mid 1978 has two cantral objectives, 
increasing plant throughput and encouraging restructuring within 
the industry. In this nay the industry should be able to obtain 
the economies of scale necessary to compete against Imports at 
reasonable levels of protection. To achieve these objectives the 
Government replaced quantitative restrictions on imports with 
increased tariff assistance and provided for a subsequent phased 
reduction in this assistance over six years to a long-term 
general rate of 30Z for most whitegoods. 

69. Since mid 1978 substantial restructuring has taken place 
consistent with the policy. Certain firms have left the 
industry; a number of previously Independent manufacturers have 
merged affording increased scope for product, production and 
sales rationalisation. The Industry now comprises some six main 
independent manufacturing enterprises compared with twelve 
independent manufacturers a few years ago. 

6.4 Shipbuilding 

70. Js a result of increasing difficulties and changing circumstances 
in the Australian shipbuilding industry a number of shipyards 
building large vessels closed during the first half of the 
1970's. Advice on the need to change the existing level of 
assistance provided to the local industry was sought from the 
Industries Assistance Commission which reported to the Government 
in September 1976. The Commission concluded that the production 
of large vessels was and would remain uneconomic even with very 
high levels of Government assistance. The Commission considered 
that the construction of large vessels must cease sooner or later 
and that postponement of such action would only increase the 
costs involved. The Government accepted the Commission's 
recommendation that there should be no change in the level of 
assistance. As a result of commercial decisions large 
shipbuilding in Australia ceased in August 1978. 

71. Baployment in the dutiable shipbuilding industry declined from 
6,500 at its peak in 1971 to 1,130 in July 1979. However since 
that time there has been a modest increase in employment which in 
July'1980 totalled 1,800 and currently is estimated to be in the 
region of 2,COO. 

72. The present industry consists mainly of small to medium sized 
shipyards involved in the construction of such vessels as small 
cargo ships, passenger ferries, tourist, fishing and off-shore 
supply vessels. The industry is currently assisted by a 27.5 
percent bounty which compares with a bounty-of up to 45 percent 
during Che early 1970's. The level of bouncy assistance is 
scheduled to phase from ics current level Co a long cera level of 
20 percenc by July 1986. With che present level of assistance 
the industry is now generally competitive with overseas yards for 
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the supply of vessels within its capacity rang*. Th« local 
industry has managed to achieve some export orders for fishing 
vessels to SE Asia. No bounty assistance is payable for the 
construction of vessels to be exported. 

COMPETITION POLICY 
73. Australian competition policy as embodied in its Trade Practices 

Act (1974) is designed to develop and maintain free and fair 
competition in the Australian economy. Present Government 
attitude is to encourage the efficient restructuring of Industry 
through the free interplay of market forées. 

74. The Trade Practices Act generally prohibits horizontal and 
vertical arrangements which have the effect of substantially 
lessening competition in the relevant market and selects certain 
conduct for harsher treatment by direct prohibition (e.g. price 
fixing and resale price maintenance). 

REGIONAL POLICY 

75. Coder the Australian federal system regional development is a 
State Government responsibility. Commonwealth responsibilities 
lie mainly with the broader national development and economic 
management issues and cover the provision of generally available 
measures. State responsibilities lie with the allocation of 
resources between regions and include location specific 
assistance, infrastructure planning and service delivery. 

76. The general principles underlying the Commonwealth approach are 
that regional adjustment problems should not lead to a slowing of 
desirable industry restructuring. Positive adjustment in the 
national economy can be aided by ensuring that those resources, 
e.g. manpower, capital and equipment, which may be underutilised 
in regions experiencing economic decline are transferred smoothly 
towards regions of rapid growth thus easing pressures In the 
availability of resources. 

77. Most policy measures available In Australia aim to promote the 
ability of labour and capital resources to move to the most 
efficient uses either in the same or different regions. Such 
measures are of two types: generally available measures which 
are available to eligible individuals and organisations 
irrespective of their location and includes job placement through 
the Commonwealth Employment Service; and location specific 
measures which are designed to address a problem in a particular 
location. 

78. Toe role of location specific adjustment measures is to 
complement generally available measures in growing or declining 
regions where such measures are insufficient on their own to deal 
adequately with regional adjustment problems. As they would be 
used to tackle residual problems the actual package of location 
specific measures will vary from case to case depending on the 
nature of the problem. 
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79. ill States pursue State development objectives «long «1th some 
form of décentralisation policy designed to achieve e measure of 
balanced regional development. State Governments pursue these 
objectives by means of a system of location specific assistance 
(e.g. loans, fiscal incentives, freight concessions etc) to newly 
locating, relocating and sometimes existing firms aimed at 
complementing such other relevant measures as the provision of 
economic and social Infrastructure associated with development. 



TABLE 1.1 : AVERAGE NOMINAL RATES OF ASSISTANCE8 FOR BROAD GROUPS OF 
MANUFACTURING INDUSTRIES : 1968-69 TO 1980-81 ( p e r c e n t ) 

INDUSTRY 

ASIC 
CODE 

DESCRIPTION 1968-69 1973-74 1974-75 1975-76 1976-77 1977-78 1977-78P 1978-79P 1979-80P 1980-81P 
(1971-72 PROD- (1974-75 PRODUCTION (1977-78 PRODUCTION 
UCTION WEIGHTS) WEIGHTS) WEIGHTS) 

21 Food, beverages and tobacco 
23 T e x t l i e a b 

24 Clothing and footwear1* 
25 Wood, wood products and f u r n i t u r e 
26 Paper , paper p r o d u c t s , p r i n t i n g and 

pub l i sh ing 
27 Chemical, pet roleum and c o a l 

p roduc t s 
28 Non-metal l ic minera l p roduc t s 
29 Basic metal products 
31 Fabr ica ted metal p roduc ts 
32 Transport equipment0 

33 Other machinery and equipment 
34 Miscel laneous manufactur ing 

14 
25 
53 
22 

8 
19 
36 
14 

9 
20 
42 
14 

9 
23 
47 
14 

7 
24 
62 
13 

7 
26 
64 
13 

6 
22 
65 
13 

8 
25 
65* 
12 

7 
25 
60 
11 

6 
24 
60 
11 

29 21 .17 17 17 16 15 16 15 14 

21 
12 
14 
38 
34 
34 
30 

16 
8 

10 
27 
26 
23 
21 

9 
7 
8 

25 
27 
21 ' 
21 

9 
7 
8 

. 25 
30 
20 
21 

8 
5 
7 

22 
29 
19 
20 

7 
4 
6 

21 
30 
17 
20 

11 
5 
6 

20 
34 
15 
20 

11 
5 
6 

21 
35 
16 
20 

10 
5 
6 

20 • 
39 
16 
20 

8 
5 
6 

20 
40 
16 
21 

TOTAL MANUFACTURING 24 17 15 16 15 15 15 15 15 15 

p Preliminary. 
a The term 'nominal assistance' here refers to the gross assistance provided to an activity, Industry etc.» and is 

expressed as a percentage of the value of output, 
b Assistance afforded by quotas for 1976-77, 1977-78 and 1978-79 was estimated from the results of a price disadvantage 

survey. Estimates of assistance afforded by quotas in 1979-80 and 1980-81 were based on a survey of quota transfer 
prices and on official tender sale prices. Hence, care needs to be exercised when compering estimates for these 
two periods, 

c Estimates based on 1977-78 production weights include an estimate of the effects of the local content scheme for 
passenger motor vehicles. 
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TABLE 1.2 I AVERAGE EFFECTIFS RATES OF ASSISTANCE* FOR BROAD GROUPS OF 

MANUFACTURING INDUSTRIES : 1968-69 TO 1980-81 ( p e r c e n t ) 

TO </> 
01 -o 
(O I» 
n r> 
WOO 
0 > N 

INDUSTRY 

Q. 

a. 
i / j 

ASIC 
CODE 

DESCRIPTION 1968-69 1973-74 1974-75 1975-76 1976-77 1977-78 1977-78P 1978-79P 1979-80P I980-8IP 
(1971-72 PROD- (1974-73 PRODUCTION (1977-78 PRODUCTION 
UCTION WEIGHTS) WIGHTS) WEIGHTS) 

21 Food, beverages and tobacco 
23 Textiles1» 
24' Clothing and footwear0 

25 Hood, wood products and furniture ' 
26 Paper, paper products, printing and 

publishing 
27 Chemical, petroleum and coal. 

products 
28 Non-metallic mineral products 
29 Basic metal products 
31 Fabricated metal products 
32 Transport equipment0 

33 Other machinery and equipment 
34 Miscellaneous manufacturing 

16 
43 
97 
26 

52 

31 
15 
31 
61 
50 
43 
34 

18 
35 
64 
16 

38 

25 
11 
22 
44 
39 
29 
24 

21 
39 
87 
18 

31 

23 
11 
16 
39 
45 
24 
27 

20 
50 
99 
19 

30 

23 
10 
16 
38 
59 
25 
26 

16 
51 

141 
18 

30 

21 
7 

15 
34 
54 
22 
25 

13 
57 

149 
18 

29 

18 
5 

14 
32 
61 
21 
27 

8 
48 

140 
18 

25 

19 
6 

11 
31 
71 
16 
24 

12 
49 

140 
17 

28 

19 
6 

12 
32 
76 
19 
25 

9 
51 

130 
15 

26 

18 
6 

11 
32 
91 
20 
26 

9 
49 

130 
14 

25 

14 
5 

12 
33 
93 
19 
27 

TOTAL MANUFACTURING 36 27 27 28 27 26 23 24 24 24 

p Preliminary. 
a Net assistance provided to an activity, Industry etc. after making allowance for the affecta of tariffs and other 

forms of protection which increase the costs of the activitlea concerned,, 
b Assistance afforded by quotas for 1976-77, 1977-78 and 1978-79 waa estimated from the results of a price dissdvsntsge 

survey. Estimates of assistance afforded by quotas in 1979-80 and 1980-81 were baaed on a survey of quota tranafer 
prices and on official tender sale prices. Hence, carè needs to be exercised when comparing estimates for these 
two periods, 

c Estimates based on 1977-78 production weights Include an estimate of the effects of the local content scheme for 
passenger motor vehicles. 
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ANNEX 2 

AGRICULTURAL ADJUSTMENT IN AUSTRALIA 

1. Introduction 

1. The Australian agricultural sector, which is largely 
based on broadacre cropping and extensive grazing industries» 
has experienced remarkable growth during the post-war period. 
At the same tine, it has been subject to substantial structural 
change and adaptation. 

2. The gross value of «agricultural production has 
steadily increased, from $A2,209 million in 1954-55 to an 
estimated $All,470 million in 1980-31 . 

• On the other hand, the number of farms declined by 
some 14% whilst the agricultural workforce was reduced by 
a quarter The contribution to Gross Domestic Product by *the 
rural'sector has declined from over 14% to around 5% while its 
contribution to export income has declined from around 84% to 
46% of the total. This decline in the relative importance of 
rural industries has been a feature of economic growth in all 
advanced western economies for the last three decades. 

3. Over the same period the competitive position of 
agriculture has been characterised by continuing "cost/price" 
pressures for adjustment at the farm level. The long term 
declining trend in farmers terms of trade, which has slightly 
accelerated over the past decade, has been the fundamental 
problem facing rural industries in the post-war period. 
Details of the value of rural production and exports, the value 
of rural output and farmers terms of*trade are provides in 
.Tables 1 and 2 of Appendix A. -

2. Underlying Sconomic Factors Creating The Need For Adjustment 

4. Australia's major rural industries are heavily 
dependent on export markets as an outlet for their output and 
this is an important determinant of the economic well being of 
the whole agricultural sector. During the 1950's and 1950's, 
exports accounted for 50-60% of the gross value of rural 
production. There has however, been a tendency over the last 
decade for the major rural industries to become increasingly 
export dependent, with exports accounting for around two thirds 
of the gross valje of agricultural production curing the 
1970*s. In recent years, Australia has exported some 95% of 
wool production, 75% of sugar production', 75% of wheat, 50% of 
coarse grains, 45% of mutton and lamb, and 55% of beef and veal. 

5. Although Australia exports a high proportion of its 
rural output, ap=rt from wool for which it is the dominant 
world exporter (around 70% of world apparel wool exports), 
Australia »rcouncs for or.ly a relatively s-alï. propart ior. of 
total world exoorts for -;cst oroauots and has little ir.fljc.-.ce 
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on world prices. Australia is, therefore, a price taker for 
aost products on international aarkets and world market forces 
largely determine prices received by Australian farmers. 
Although world prices for agricultural products have increased 
over time, the increases have been much lower than domestic 
farm costs, particularly during periods of high inflation. In 
addition, international trade in agricultural products is 
significantly influenced by organised marketing, national 
support schemes, high levels of protection (including 
restricted access and managed purchase arrangements) and 
unstable prices, reflecting the residual nature of export 
demand and climatic factors, production cycles, government 
policies and world economic conditions. 

6. The heavy dependence of the Australian rural sector on 
world markets has made it particularly vulnerable to policy 
decisions, especially sudden changes, by.foreign governments 
which limit, access to markets, increase competition in third 
country markets, and/or result in marked fluctuations in world 
prices. Australian rural industries have, in the past, been 
adversely affected by such actions by other countries, 
requiring considerable structural adjustment. Foe example 
since the accession of the United Kingdom to the European 
economic Community in February 1973 Australia has lost a 
valuable market for dairy products and sugar while exports of 
meat and fruits have also been reduced substantially. Broad 
details of Australia's exports of agricultural products to the 
EEC are provided in Table 3 of Appendix A. 

7. Apart from problems of access, Australia is 
particularly concerned about actions by those countries which 
maintain domestic production at high levels by disposal of 
surpluses through export subsidies with consequent disruptive 
effects on world markets. For example, Australia has 
challenged under GATT the EEC's policies in relation to 
disposal of sugar which have destabilised world prices. Such 
actions result in the shifting of the burden of adjustment to 
low cost, efficient, exporting countries and ignore 
international comparative advantage. At the same time 
consumers in countries with highly supported agricultural 
sectors are also disadvantaged by the heavy domestic costs of 
such protection. 

8. A number of longer run economic changes in the 
domestic and world economy have also played an important role 
in influencing agricultural adjustment. The low income 
elasticity of demand for many agricultural products, combined 
with increasing productivity and output among major exporting 
countries, has exerted downward pressure on world product 
prices, while faster growth in other sectors of the domestic 
economy and increased competition with the rural sector for 
available productive resources have generally exerted upward 
pressure on the price of farm inputs. These factors have been 
reflected in continuing cost/price pressures on Australian 
farmers. 
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9. Zn addition changes in Australia** balança of payment 
situation and the rate of inflation relative to other countries 
have also affected the agricultural sector through exchange 
rate fluctuations and consequent changes in levels of farm 
incomes. 

1C. Overall, partly because of heavy dependence on export 
markets and partly as a result of weather variability, incomes 
in the rural sector have tended to fluctuate more widely than 
in most other groups of the Australian community. For example 
since the mid 1950s average real farm income, while trending 
upwards, has fluctuated widely from a low of $A3,160 in 1967-68 
to a high of $A8,690 in 1973-74 and declined to about SA7.30O in 
1978-79. There is also a wide distribution of income levels in 
agriculture both within and between industries. 

3. Autonomous Adjustment in the Rural Sector 

J| 11. The agricultural sector has autonomously undergone 
considerable structural adjustment in the post war period. 
Traditionally, farmers have responded to cost/price pressures 
by increasing their use of capital and intermediate inputs, 

. adopting new technology, reducing the use of labour and 
increasing output. Since the mid 1960's however, although 
otftput has continued to rise, adjustment appears to have 
generally taken the form of reducing costs where possible, 
migration out of the agricultural sector, and enhancing 
productivity where possible. Productivity growth has been 
achieved through technological progress in farm machinery and 
structures, pasture improvement, better crop varieties and 
cropping practices, soil and water conservation and in animal 
husbandry practices. 

12. The most dramatic result of the adjustment pressures 
on the rural sector has been the decline in the number of farms 
and in the size of the agricultural work force. Between 

ft 1954-55 and 1978-79 the number of farms declined by about 14% from 
205,700 to 177,20 0 while the total agricultural work force 
declined by 79% from 487,000 to 347,ooo. As the total area of 
rural holdings remained fairly constant at about 500 million 
hectares, the average size of farms has increased by around 17% 
to 2,800 hectares, thereby enabling economies of scale to be 

- achieved. However, with the substitution of capital for labour 
farmers have become more dependant on purchased inputs. The 
number of persons working on each farm has also declined, 
reflecting a reduction in the number of farms with two or more 
owner operators, but mere importantly, a decline in the number 
of farm employees. Only about one farmer in four now employs 
paid labour. 

13. Productivity change has also been an intrinsic feature 
of adjustment within the rural sector. It has been an 
important means of ameliorating the decline in the farmer's 
terms of trade (the ratio of prices received to prices paid has 
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declined from an index of 118 in 1954-55 to an estimated 67 in 
1990-81). Productivity increases, together with the general 
increase in farm size and the decline in the number of farmers, 
have enabled farm incomes, despite considerable fluctuations to 
continue to rise in absolute terms, although in real terms 
there has been only a slight upward trend over the whole post 
ear period. 

14. While the overall pressure for adjustment has affected 
the rural sector of the economy generally, the intensity of 
these pressures and the resultant adjustment undertaken, has 
varied considerably over time and between rural industries. 
There have been considerable changes in the number of farms in 
individual industries, and their absolute and relative 
contribution to rural output and'exports. Details of the 
decline in the number of- farms by industry category are 
provided in Table 4 of Appendix A. 

15. The large expansion of agricultural output during the 
-1960's saw substantial increases in cropping, especially of 
wheat and sugar. In the livestock sector, production of beef 
increased reasonably steadily while wool production increased 
until 1969-70, then declined due to adverse market 
circumstances before beginning to increase again in more recent 
years. However the relative importance of the wool industry in 
terms of contribution to both value of agricultural production 
and; exports has halved during the post war period; The 
cSntribution of wool to gross value of agricultural production 
declined from 31% in 1955-56 to 15% in 1970-71 before 
stabilising at around that level during.the 1970's. Its 
contribution to agricultural exports followed a similar trend 
falling from 57% to 24% between 1955-56 and 1980-91. On the 
other hand, the relative importance of beef increased from 10% 
to 19% of agricultural production and from 4% to 131 of 
agricultural exports over the period. The proportion of gross 
value of production contributed by wheat increased from 11% in 
1955-56 to 15% in 1980-81 and its importance as an export 
earner increased from 11% to 21% of rural exports. 

16. Other industries have undergone substantial 
contraction in both absolute and relative terms, particularly 
the dairy and horticultural crop industries. With the loss of 
European markets both these industries, previously large 
exporters» have come to rely increasingly on the domestic 
market. While the total number of farms in Australia declined 
by some 6% during the 1970»s, dairy farms declined by 40% and 
fruit farms bv 17%. .Production of whole milk and butter 
declined by 25% and 60% respectively during the 1970's, while 
production of apples and pears in aggregate fell by around 27% 
and peaches and apricots by 29%. The contribution of the dairy 
industry to gross value of agricultural production has fallen 
from 12% of the total in 1970-71 to around 7% currently and its 
contribution to total rural exports from 5% to 3%. The 
proportion of gross value of agricultural production 
contributed by fresh and canned fruit fell frora 5% to 3% and its 
importance as an export earner declined from 3% to 1%. 
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17. Adjustment to changed market circumstances i s a l so 
r e f l ec ted in the d i r e c t i o n of Australian ag r i cu l t u r a l expor t s . 
Over the pas t decade or so Austral ia has tended-to s h i f t from 
depending very heavily on t r a d i t i o n a l European markets to a 
wider range of markets , many of which are r e l a t i ve ly new and 
l e s s r e l i a b l e . Whereas the countr ies of the EEC represented 
A u s t r a l i a ' s most important market in the mid I960's taking 
around 37% by value of r u r a l expor ts , they now account for l e s s 
than l i t . Japan i s cu r ren t ly Aus t r a l i a ' s most important market 
for r u r a l products but exports to the cen t ra l ly planned 
economies, the Middle East , the ASEAN group of count r ies and to 
other count r ies in Asia have increased s i gn i f i c an t l y . 

4 . Government Involvement in the Rural Sector 

18. Government involvement in the ru ra l sector has 
genera l ly recognised tha t the market mechanism is most 
e f f ec t ive method of a l loca t ing productive resources . 
Government in te rvent ion has been broadly directed at two 
a r e a s . I t has sought to a l l ev i a t e the impact of short- term 
market co l lapses by reducing price and income v a r i a b i l i t y , and 
to f a c i l i t a t e s t r u c t u r a l change, espec ia l ly tha t induced by 
ex t e rna l market p r e s su re s . 

4 . 1 Orderly Marketing 

19. Both State and Commonwealth Governments have placed 
considerable emphasis on the establishment of orderly marketing 
arrangements in the rural sector. Orderly marketing schemes 
are administered largely, through statutory marketing 
authorities established under State and/or Federal legislation. 

20. Commonwealth Government policy has been to establish 
statutory authorities only when producers want them, and in 
general, orderly marketing stabilisation arrangements have 
evolved to meet the differing requirements of particular 
industries. Commonwealth statutes provide for 11 commodity 
Boards and Corporations covering wool, wheat, dairy produce, 
meat, tobacco, dried vine fruits, canned fruits, apples and 
pears, eggs, wine and honey. 3roadly, the principal functions 
of these bodies are to promote consumption and sales of 
commodities; exercise various regulatory controls,' particularly 
in relation to exports; engage in trade to various degrees; and 
in some'cases, administer price stabilisation schemes. 

4.2 Price Stabilisation 

21. The major objectives of price stabilisation 
arrangements are to smooth out short term fluctuations in 
market prices and alleviate the effects of dramatic falls in 
world prices, without seeking to provide a specified level of 
price support. A further objective is to help stabilise farm 
incomes. However, due to large fluctuations in production 
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resulting from climatic variability and economic factors, price 
stabilisation and minimum.levels of price support have not 
proved particularly effective in evening out farm income 
fluctuations. The Government has also sought to encourage and 
facilitate income stabilisation. (Por example, the Income 
Equalisation Deposits Scheme introduced by the Government in 
1976 encourages income stabilisation) 

22. Generally price stabilisation arrangements are based 
on the principle of providing a more stable price for domestic 
sales than vhat would be received for export sales. In the 
main, price support is related to world prices and is not 
designed to defy long term market prices nor to retard 
structural adjustment in line with market forces. Several of 
Australia's stabilisation arrangements, however, do incorporate 
a two price scheme where, because of the large proportion of 
production exported a domestic price is maintained, sometimes 
above export parity, with producers receiving an equalised 
price arrived at by pooling domestic and export returns. 

23. Under the wheat stabilisation arrangements the 
Australian Wheat Board is empowered to conduct a pooling 
arrangement through which returns from domestic and overseas 
sales are equalised. The domestic price for wheat for human' 
consumption is moved each year according to a formula that 
adjusts prices in line with movement in export prices and an 
index of prices paid by farmers. The domestic price for 
industrial and stockfeed wheats is set by the Wheat Board 
.according to its commercial judgement. Growers receive on 
delivery a guaranteed minimum price determined by taking 95% of 
the average of the estimated net pool return for the season and 
the two previous seasons' pools. The ownership of all wheat 
produced in Australia (except wheat retained on farms for seed 
and stock feed) is vested in the Australian Wheat Board. In 
addition, the Board is the sole seller of wheat in the domestic 
market and of wheat and wheat products for export. 

24. There is no Federal statutory body concerned vith 
sugar marketing. Under the Sugar Agreement between the Federal 
and Queensland State Governments, the Queensland Government, 
through the Sugar Board, undertakes responsibility for 
marketing all sugar produced in Australia. Refining and 
marketing of sugar for local requirements is arranged by the 
Queensland Sugar Board, while marketing of export sugar is 
undertaken by a public company, CSR Limited, under contract to 
the Queensland Government. The domestic price of sugar is 
determined by a formula which takes into account cost movements 
and changes in export returns. Growers receive an equalised 
price based on pool returns of domestic sales, long term 
contract sales and free market sales. 
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25. Pr ice s t a b i l i s a t i o n for dairy products takes the 
form of a system of Government underwriting of the equal ised 
values of prescr ibed dairy products (but te r , c e r t a i n cheeses, 
skim milk powder, casein and wholemilk powder) . New 
underwrit ing arrangements were introduced for the 1981/32 and 
19 82/83 seasons . Under these arrangements the Government w i l l 
underwrite gross equal ised pool returns for the t o t a l production 
of each of the prescr ibed dairy products a t 95 per cent of a th ree 
(3) year moving average of gross equalised pool r e t u r n s . The 
gross equal ised pool re turns taken in to considerat ion in 
determinat ion of the underwrit ten values w i l l be the r e tu rn 
fo recas t for the year i n which underwriting i s being determined 
and the r e tu rn i n the two previous y e a r s . The Government agreed, 
as a phase- in arrangement for the 1981-82 season, to reduce the 
weight a t tached t o the lower re turning 1979/80 year thereby giving 
g rea t e r weight to cu r ren t and expected r e t u r n s . 

26. The Government i s current ly phasing out the old 
s t a b i l i s a t i o n arrangements for apples and p e a r s , which involved 
p r i ce support for f r u i t shipped "at r i sk" to c e r t a i n export 
markets , and rep lac ing them with underwriting schemes. Separate 
arrangements w i l l operate for apples and pears for the seasons 
19 81 to 1985 and w i l l be based on guaranteeing seasonal re turns 
from expor t s , equivalent to 95% of the weighted average per box 
r e tu rn for exports during the preceding four seasons . 

27. S t a b i l i s a t i o n arrangements for wool are qui te 
d i f f e ren t to other products , in part ref lec t ing A u s t r a l i a ' s 
dominance as the World's l a rges t exporter of apparel wools. 
The Austral ian Wool Corporation is empowered to operate a 
reserve pr ice support scheme in re la t ion to wool offered foi 
sa le at auction or by tender (about 80% of the c l i p ) . Under 
the floor pr ice policy the Corporation is authorised to 
purchase any wool on which trade bidding f a i l s to reach the 
l eve l of the floor p r i c e . As part of the scheme, the 
Corporation operates f lex ib le reserve prices when the market is 
appreciably above the floor l eve l , the aim being to reduce 
day-to-day f luc tuat ions in wool prices above the floor level by 
preventing the occurrence of "pot holes" in the wool market. 

28. Although the Australian Meat and Livestock Corporation 
has ce r t a in regulatory functions in re la t ion to meat expor ts , 
no s t a b i l i s a t i o n arrangements current ly ex i s t in r e l a t ion to 
the meat industry . 

5. Government Reconstruction and Adjustment Assistance Measures 

5.1 Adjustment ass is tance measures 

29. Trad i t iona l ly Government assistance to the rura l 
sector has been designed to f a c i l i t a t e land set t lement , and to 
ra ise output and improve production eff ic iency. In the l a t t e r 
par t of the I960 ' s , however, the emphasis of Government policy 
gradually changed from encouraging addi t ional production to 
sus ta in ing farm incomes, diversifying production and 
r a t i o n a l i s i n g rural indus t r ies consistent with market 
prospects . This policy f i r s t became effect ive following the 
enactment of the Marginal Dairy Farms Agreement Act 1970. 
Since then, the Commonwealth Government, in co-operation with 
State Governments, has introduced a range of rura l 
reconstruct ion and adjustment schemes to a s s i s t and expedite 
the process of s t r u c t u r a l adjustment. Prior to the 
introduction cf tue rrese~t Sural Adjustment Scheme in January 
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1977, five different schemes have been in operation - one of 
general applicability (Rural Reconstruction Scheme) and four 
industry specific schemes (Marginal Dairy Farms Reconstruction 
Scheme; Dairy Adjustment Program; Fruitgrowing Reconstruction 
Scheme; Beef Producer Carry-On Loans). 

30. The Marginal Dairy Farms Reconstruction Scheme 
(MDFRS) vas introduced in response to persistant production 
surpluses and the application of quotas on Australia's exports 
of dairy products to the United Kingdom, then Australia's' 
largest market. The MDFRS commenced operations in July 1970, 
vith the objective of facilitating- the departure of low income 
dairy farmers from the industry by providing assistance for the 
more efficient farmers to buy out small uneconomic dairy 
holding a. _ 

31. The concept of farm adjustment vas further extended in 
July 1971, when the Rural Reconstruction Scheme (RRS), 
available to all farmers, vas introduced. The introduction of 
this scheme followed the combined impact of severe drought 
conditions, the application of wheat production quotas, and a 
dramatic fall in wool prices resulting in a substantial fall in 
farm income and an increase in rural indebtedness necessitating 
a broader based structural adjustment scheme. 

32. The overajl objective of the RRS was to help restore to 
economic viability those farms and farmers with the capacity 
to maintain long term commercial viability once assisted. The 
three forms of assistance- available under the Scheme had quite 
distinct objectives. Debt reconstruction assistance for the 
rearrangement and consolidation of debt was designed to assist 
farmers facing difficulties in obtaining credit on terms which 
properly reflected the long term nature of their investment 
programs. Farm build-up assistance was introduced to 
supplement the normal market processes of amalgamation of 
small, non-viable properties. On the other hand, 
rehabilitation assistance was essentially a welfare measure, 
designed to provide limited assistance for those farmers 
obliged to leave their properties and who faced conditions of 
personal hardship. 

A farm is said to be "viable" if it generates, on average, 
returns sufficient to meet all operating and capital 
replacement costs, including debt servicing, and still 
provide a full-time operator with an income sufficient for 
a "reasonable" standard of living. 
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33. Adjustment assistance provided to the dairy industry vas 
expanded vith the introduction of the Dairy Adjustment Program 
(DAP) in July 1974. The Program vas designed to facilitate 
adjustment and help uneconomic dairy farmers become viable. 
Assistance vas provided to facilitate conversion of the 
industry to refrigerated bulk-milk supply; to encourage farm 
amalgamation, farm development and enterprise diversification; 
to assist dairy farmers to leave farming; and, after April 
1976, to provide "carry-on" finance to assist dairy farmers 
through a period of low prices and drought conditions. 

34. The Fruitgrowing Reconstruction-Scheme (FGRS) vas 
introduced in July 1972, after it become apparent that growers 
in certain fruit industries with excess production problems 
caused largely by market access restrictions were not 
adequately catered for by the RRS. The FGRS was designed to 
assist growers in financial difficulties whose properties would 
become viable if some or all of their fruit trees vere removed 
and the land put to alternative use. 

35. "Carry-on" loans for beef producers vere introduced in 
1974-75 following a severe decline in prices and incomes 
received by Australian beef producers as a result of a sudden 
downturn in world economic activity, declining world beef 
prices and decisions by many, of Australia's traditional markets 
to limit imports of beef. Carry-on finance is designed to 
ensure that farmers are not forced to make inappropriate 
short-term adjustments which may not be warranted by longer 
term prospects. 

'36. Following an enquiry by the Industries Assistance 
Commission, the Government replaced all previous structural 
adjustment schemes vith a single general scheme - the Rural 
Adjustment Scheme - as from 1 January 1977. The RAS is a much 
broader and more flexible scheme than any of its predecessors, 
incorporating the three forms of assistance provided under the 
RRS (debt reconstruction, farm build-up, and rehabilitation) 
and a number of additional forms of assistance - Carry-on 
loans, farm improvement assistance and an additional velfare 
measure, household support. At the same time some 
strengthening of the commercial emphasis of adjustment 
assistance lending was introduced. Unlike the RRS, no 
particular rate of interest was specified for advances to 
farmers, but administering authorities are able to decide on a 
rate of interest appropriate to the circumstances of each 
case. Generally rates of interest on loans to farmers are less 
concessional than under the RRS. 

37. The main objectives of the RAS are -to help restore 
to economic viability those farms and farmers vith the capacity 
to maintain viability once achieved; to provide carry-on 
assistance to farm enterprises in industries suffering 
short-term difficulties; and. to encourage the movement out of 
farming of those without prospect of achieving long-term 
viability. 



Spec(82)6/Add.3 
Page 36 

38. To be eligible for assistance under the RAS farmers 
•ost satisfy several criteria, depending on the form of 
assistance being sought. ' The two basic criteria are that 
applicants are "unable to obtain finance on reasonable terms 
from any other normal source*, and that they must demonstrate 
either "long term commercial viability" (for debt 
reconstruction, farm build-up, farm improvement and carry-on 
assistance) or "non-viabilty" (for rehabilitation and household 
support assistance). The concept of viability underpins the 
operation of the Scheme. 

39. More comprehensive details of the various adjustment 
schemes can be found in Appendix B. 

5.2 Other Assistance 

40. The Government has a general policy commitment to 
-maintain efficient rural industries and to this end provides a 
range of general assistance measures. The principle objectives 
of such assistance are to encourage improvements in 
productivity (research and extension, fertilizer subsidies, 
etc); to develop new or to encourage greater exports to 
existing markets (promotion); to sustain farm incomes where 
natural disasters or severe falls in prices have resulted in 
undue hardship; and to remove the adverse taxation and other 
consequences which can be associated with fluctuating incomes 
(taxation provisions for averaging of incomes, income 
equalisation deposits). 

41. It is the general policy of the Government to obtain 
reports from the Industries Assistance Commission (IAC) before 
taking action to change the assistance provided to an industry 
or to withdraw assistance. A great deal of importance is 
placed on the independent- advice of the IAC and its public 
inquiry procedure which enables the view of all interested 
parties to be fully canvassed. The IAC has now released 
reports onabout forty references concerned directly with 
agriculture including four concerned with long term adjustment 
assistance, one with short term emergency relief, and two with 
reducing income fluctuations. The IAC1s recommendations have 
led to significant improvements in rural adjustment policies. 

6. Overall Assessment of Government Adjustment Policies 

42. Host of the adjustment which is necessary and 
appropriate to the longer term economic situation in 
agriculture has occurred autonomously. Broadly, Australian 
farmers have responded to adjustment pressures by adoption of 
new and improved technology, increasing productivity, changing 
their enterprise mix and increasing the scale of their 
operations. These changes have taken place .in a market 
oriented environment and against a background of volatile world 
prices, restrictions on access to markets and other trade 
barriers, and competition from subsidised exports from other 
countries in many markets. 
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43. Government action has been liai ted and aimed at 
preventing short term market collapses and facilitating 
structural adjustment consistent with long term market changes. 

44. Government intervention in marketing and pricing 
arrangements for primary products has achieved some success in 
stabilising prices received by farmers, thereby reducing the 
risks associated with farming and alleviating the impact of 
short term adverse market circumstances, which would otherwise 
result in adjustments not warranted by the longer term market 
outlook. Such intervention has therefore helped provide a more 
stable economic environment conducive to a soundly-based, 
steady process of agricultural adjustment consistent with 
foreseeable market prospects. 

45. The general objectives of Government adjustment 
programs are to facilitate the development of a more efficient 
rural sector at minimum social cost, to encourage resource 
mobility, and to alleviate any unduly harsh social and economic 
consequences of change. Government intervention in the process 
of agricultural adjustment is generally limited to that portion 
of the agricultural sector whose continued long term viability 
is threatened and is in need of structural adjustment 
assistance. It has not sought to maintain non-viable producers 
in? the farming sector. The objective of helping people out of 
'farming is quite separate from the goal of reducing rural 
poverty. To this end, the present RAS provisions cover 
measures designed to both promote adjustment, and efficient 
resource allocation and provide some welfare assistance to 
those adjusting out of farming. 

46. All farmers are potentially eligible for assistance 
under the RAS but to obtain assistance they must meet the 
criteria associated with particular measures. Assistance is 
available only if the farmer's continued viability is in doubt 
and provision of assistance is likely to result in viability 
being re-established and maintained. The exclusion of 
successful farmers emphasises that the Scheme is not as general 
assistance measure for farmers or farming. 

47. While various industry specific schemes were 
introduced during the 1970's it is considered that the use cf a 
single comprehensive adjustment scheme has many advantages. Zt 
reduces the inequities and inefficiencies introduced when 
assistance is given on different terms and conditions to 
producers of different rural cosmodities; it can more easily 
cater for farm adjustment involving changes in enterprise mix; 
and increases administrative flexibility. The potential 
weakness of a single scheme is that its measures may not be 
appropriate in all circumstances. For example, the F3RS '-as 
introduced in 1972 due to the inadequacies of the RRS. To date 
the forms of assistance provided under the RAS have proved 
adequate given the specific and limited objectives of the Scheme 
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48. During the 1970*s some 25,000 farmers received some 
form of adjustment assistance. Of these only around 1,000 
actually received assistance to leave farming, while the number 
of farm enterprises declined by over 13,000 during this 
period. While the various adjustment schemes have had a small 
impact in relation to autonomous adjustment, they have played 
an important role in facilitating overall adjustment in the 
rural sector, particularly among marginally viable farmers. 

49. Assistance which has enabled structural adjustment to 
be achieved, for example, farm build-up»farm improvement, 
fruitgrowing reconstruction and aspects of the dairy industry 
programs is judged as being most effective. It is recognised, 
however, that debt reconstruction assistance is essentially a 
palliative measure and Government policy has been to restrict 
this form of assistance in favour of farm build-up and farm 
improvement. "Despite the difficulty of distinguishing between 
-long term and short term market forces, carry-on assistance is 
considered to be a relatively effective adjustment assistance 
measure in the limiting circumstances under which it is 
provided to a particular industry facing a short term market 
downturn. Finally, the low demand for welfare assistance, that 
is, the rehabilitiation and household support measures, 
indicates that most farmers judged to be non-viable have either 
sufficient equity after sale of their property to move without 
suffering undue personal hardship, or are unwilling to leave 
farming and accept assistance despite the very lew incomes. 



Year 

1954-55 
1955-56 
1956-57 

À 1 9 5 7 - 5 8 
1 1 9 5 8 - 5 9 

1 9 5 9 - 6 0 
1 9 6 0 - 6 1 
1 9 6 1 - 6 2 
1 9 6 2 - 6 3 
1 9 6 3 - 6 4 ' 
1 9 6 4 ^ 6 5 
1 9 6 5 - 6 6 
1 9 6 6 - 6 7 , 
1 9 6 7 - 6 8 
1 9 6 3 - 6 9 
1 9 6 9 - 7 0 
1 9 7 0 - 7 1 
1 9 7 1 - 7 2 
1 9 7 2 - 7 3 
1 9 7 3 - 7 4 
1 9 7 4 - 7 5 
1 9 7 5 - 7 6 

H 1 9 7 6 - 7 7 
1 9 7 7 - 7 8 
1 9 7 8 - 7 9 
1 9 7 9 - 8 0 
1 9 8 0 - 8 1 ( p ) 
1 9 8 1 - 8 2 ( a ) 
ÎI07S ( a ) 

<P> 

• 

V a l u » o f Ru 

G r o s s 
V a l u e 

o f ^ 
R u r a l 

P r o 
d u c t i o n 

SAW 

2 . 2 0 9 
„ 2 , 3 1 3 

2 , 5 4 9 
2 , 2 5 8 
2 . 5 2 3 
2 . 6 5 6 
2 . 7 4 5 
2 . 7 3 4 
2 . 9 9 0 
3 . 3 6 8 
3 . 3 8 9 
3 . 2 7 8 
3 . 7 9 0 
3 . 3 0 1 
3 . 9 0 5 
3 , 7 3 0 
3 . 5 8 0 
3 . 9 6 8 
4 . 9 5 7 
6 . 4 1 2 
5 . 8 7 7 
6 , 1 7 3 
6 .757 
6 . 9 8 4 

1 0 . 2 6 5 
1 1 . 7 2 5 
1 1 . 4 7 0 
1 2 . 4 5 0 

At a v e r a g e 1954* 

. 

•TABLE HO 1 

r a l P r o d u c t i o n 

N e t 
V a l u e 

o f 
R u r a l 

P r o 
d u c t i o n 

. • 

SA™ 

899 
930 

• 1 , 1 1 1 
713 
954 

1 .007 
1 ,017 

942 
1 .118 
1 .406 
1 .292 
1 .042 
1 .373 

827 
1 .251 
1 .074 

939 
1 .263 
1 .960 
3 .019 
1 .943 
1 .821 
2 ,053 
2 ,012 
4 .477 
5.059 
4 . 1 8 0 
4 , 2 5 0 

-55 t o 1956-57 

Arr2.iwxA * 

and E x o o r t s 

R e a l 
n e t 

V a l u e 
o f 

R u r a l 
P r o 

d u c t i o n 

.• SAra(a) 

• • 943 
938 

1 ,059 
6 7 3 
8 8 6 . 
913 
885 
816 
968 

1 .206 
1 ,068 

830 
1 .067 

622 
917 
763 
640 
802 

1 ,173 
1 . 6 0 0 

883 
732 
723 
649 

1 .331 
1.365. 
1 , 0 3 1 

949 "~ 
p r i c e s . 

S u b j e c t t o r e v i s i o n ( s ) E s t i m a t e 
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V a l u e 
o f 

A g r i c 
u l t u r a l 
E x p o r t s 

SAffl 

1 , 2 9 6 
1 ,256 
1 ,562 
1 , 2 6 1 
1,264 
1,456 
1,406 
1.641 
1.650 
2.153 
1.934 
1,856 
2,020 
1,843 
1,377 
2,114 
2.111 
2.425 
3,323 
3.515 
3.868 
4,266 
5.222 
5.206 
6,011 
8,285 
8,160 
7.900 

Expor 
a s 
Pro-

por t ic 
of 

Grosi 
Value 

of 
Pro-

ductic 
% 

59 
54 
6 1 
56 
50 
55 
5 1 
60 
55 
6 4 
57 
57 
53 
56 
4 3 
56 
59 
6 1 
67 
55 
66 
69 
77 
75 
59 
7 1 
7 1 
63 

SOURCE .' Bureau of Agricultural Economics. 
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Y e a r 

1 9 5 4 - 5 5 

1 9 5 5 - 5 6 

1 9 5 6 - 5 7 

1 9 5 7 - 5 8 

1 9 5 8 - 5 9 

1 9 5 9 - 6 0 

1 9 6 0 - 6 1 

1 9 6 1 - 6 2 

1 9 6 2 - 6 3 

1963S-64 

1 9 6 4 - 6 5 

1 9 6 5 - 6 6 

1 9 6 6 - 6 7 

1 9 6 7 - 6 8 

1 9 6 8 - 6 9 

1 9 6 9 - 7 0 

1 9 7 0 - 7 1 

1 9 7 1 - 7 2 

1 9 7 2 - 7 3 

1 9 7 3 - 7 4 

1 9 7 4 - 7 5 

1 9 7 5 - 7 6 

1 9 7 6 - 7 7 

1 9 7 7 - 7 8 

1 9 7 5 - 7 3 

1 9 7 9 - 5 0 
1 9 8 0 - 8 1 
1981-82 

S o u r c e s : 

(p ) Sub j 

Volume 
and 

Volume 
o f 

o u t p u t 

TABLE 50 2 

• o f R u r a l c u t o u t and '. 
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rnou t 
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( I n d e x numbers ) 

Volume 
o f 

i n p u t 

1 9 6 8 - 6 9 m 

59 

63 

6 3 

59 

7 1 

69 

7 1 

74 

80 

8 4 

86 

80 

92 

84 

100 

99 

98 

105 

9 8 

1 0 1 

1 0 7 

113 

116 

112 

123 

(p) 1 0 1 
(a ) 112 

A u s t r a l i a n Bur 
E c o n o m i c s . 

« e t t o r e v i s i o n 

70 

73 

7 1 

74 

75 

78 

79 

8 1 

8 4 

88 

9 1 

92 

• 96 

95 

100 

99 

9 5 

92 

- 95 

9 3 

83 

78 

76 

72 

79 

82 
. 7 8 
79 

eau c f S'< 

O u t p u t : i n p u t 
r a t i o 

100 

. -** 
86 

89 

80 

9 5 

88 

90 

9 1 

95 

95 

95 

87 

96 

. 88 

100 

100 

1 0 3 

1 1 4 

1 0 3 

109 

129 

145 

1 5 3 

156 

156 

140 
129 
142 

: a - . i s t i c s and 

( s ) e s t i m a t e . 

P r i c e s 
r e c e i v e d 

P r i c e s 
p a i d 

A v e r a g e 1 9 6 0 - 6 1 
1 9 6 2 - 6 3 * 100 

100 

1 0 1 

108 

100 

96 

102 

102 

97 

101 

109 

106 

110 

109 

107 

106 

1 0 1 

98 

106 

144 

168 

148 

155 

173 

179 

218 

263 
264 
293 

Bureau of 

85 

66 

9 1 

95 

94 

96 

99 

100 

101 

1 0 1 

104 

110 

114 

118 

120 

1 2 1 

126 

133 

143 

165 

215 

251 

2 8 1 

310 

332 

370 
423 • 
474 

A g r i c u l v . 

Terms 
o f 

t r a d e 

t o 

1 1 8 

1 1 7 

1 1 9 

106 

1 0 2 

1 0 7 

1 0 4 

97 

1C0 

1 0 6 

1 0 1 

I C I 

96 

9 1 

89 

64 

78 

eo 
1 0 1 

1 0 1 

69 

6 1 

62 

58 

65 

71 
67 
62 

; r a i 

. 



TABLE Ho. 3 

Australian Exporta of Selected Agricultural Commoditlea To EEC (9) 

l SA Value and Percentage ) 

1971-72 1972-73 1979-80(p) 

Total EEC(9) Total EEC(9) % Total EEC(9) 
Commodity $'000 $'000 % $'000 S* 000 * $^000 $'000 

Hoof and Veal 

Mutton 

nutter 

''heese 

^heat 

"lour 

:ugar 

and lamb 

resh Fruit 

•inned Fruit 

300921 

107058 

40866 

22421 

410529 

12597 

210561 

27683 

36463 

35444 

13929 

10024 

2705 

40607 

310 

46580 

14362 

24729 

9.1 

13.0 

20.5 

12.1 

9.7 

2.5 

22.1 

51.9 

67.8 

651909 

118548 

61986 

21689 

273096 

12055 

248100 

31840 

48238 

108417 

16857 

27740 

799 

29527 

113 

40362 

15864 

32864 

otal Agriculture 

2476016 544975 22.0 3380593 815982 24.1 8699484 950319 1C 

(P) Subject to Revision 

Source : Australian Bureau of Statistics J « 
C O <T> 
fi> o 

•F- oo 
-» ro 

Q. 

a. 

16.6 

14.2 

44.B 

3.7 

10.8 

0.9 

16.3 

49.8 ' 

68.1 

1323769 

235070 

38602 

94390 

2178068 

11613 

666786 

52851 

55453 

27458 

12349 

52 

1450 

193 

.. 

« • 

18691 

20491 



Induairy 

Coras) gntlna 
Oilaaada (n .a .a . ) 
Bhaap-caraal gralna 
• • • r - M n i l graina 
Shaap-liaaf 
«MOP 

a»«r 
Dotty 
Pica 
„ , . f o r aval 1 
Poultry . Î 

f o r «ua 1 
Orapaa 

1959-tO 

M . 

7»»» 

* 

3.9 

31 900 15.5 

50 200 24.9 
10 900 $.3 
53 500 26.3 

t ajo 

4 950 

4 350 
plantat ion f r u i t | • 

f r u i t orchard ami 
othar f r u i t 

••*•*. ST* i 
Nulttpurooao 
lunar 
faanuta 
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Nuiaarlaa and apaolaltaad 

bur t l o t t l t u ra l aa t t v l t taa 
(aioapt foraat nuraartaa) 

«ur ioul turo (u .a .o . ) 
OUiar (ona a» In purpoaa) 

Total 

) 12 0$0 

I 
2 200 
t too 
7 950 
«750 

950 
, 

1 750 

203 400 

0.6 

2.4 

2.1 

«.3 

1.1 
3.2 
3.9 
3.3 

0.$ 

d.9 

l * 5 > t f 

no. 

12 000 

* 

4.0 

31 150 15.« 

42 750 21.4 
I t 000 0.0 
40 300 24.2 

1 550 

4 100 

4 <00 

11 ? » 

2 300 
t 100 
• 000 
7 400 

950 

1 900 

199 750 

0.0 

2.1 

1.3 
•• 

5.9 

1.2 
3.1 
4.4 
3.7 

0 . 5 ' 

1.0 

19tO-t9 

M . 

15 400 

i 
7-5 

32 tso i t .7 

3t Too i i .7 
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2 150 
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11 050 

2 tOO 
5 050 
9 450 
7 750 

' 1 050 

2 150 
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1.0 

2.2 

5.t 
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0 .5 
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APPENDIX B 

RURAL RECONSTRUCTION AND ADJUSTMENT MEASURES IN AUSTRALIA 

Marginal Dairy Farms Reconstruction Scheme 

The Marginal Dairy farms Reconstruction Scheme (MD7RS) 
vas Introduced In response to persistent production surpluses 
arising largely from problems of market access and the 
application of quotas on Australian exports of dairy products 
to the United Kingdom, then Australia's largest market. The 
subsequent application by the UK for entry to the European 
Common Market vith consequent further restrictions on market 
access led to a realisation of the .necessity to restructure 
Australia's dairy industry to take account of declining export 
opportunities. 

The MDFRS commenced operation in July 1970 vith the 
objective of facilitating the departure of low income dairy 
farmers from the industry, and to make their land available to 
other farmers to build up their properties and thereby increase 
their profitability. A further objective vas to encourage 
diversification of production into the most practical economic 
use of nevly amalgamated holdings. Funds vera provided to the 
State Governments to buy dairy farms from low income farmers at 
fair market values and, after vriting off redundant assets, to 
re-sell the land and improvements at commercial values to other 
farmers who vished to build up their properties. 

Between 1970 and 1974, vhen it vas replaced by the 
Dairy Adjustment Program (see later section), the Scheme 
assisted some 576 farmers'to leave the industry. Over this 
period there vas a decline of over 5,500 farms in the dairy 
industry. 

Rural Reconstruction Scheme 

During 1970-71 the combined impact of severe drought 
conditions, the application of vheat production quotas 
introduced in the previous season, and the fall in vool prices 
to their lowest level for more than 20 years, resulted in a 
substantial fall in farm income and an increase in 
indebtedness, particularly in the sheep industry. In 
recognition of the need to provide assistance to many different 
rural industries throughout Australia, the Commonwealth entered 
into an Agreement vith the States under the State Grants (Rural 
Reconstruction) Act 1971 to implement the Rural Reconstruction 
Scheme (RRS). The Scheme commenced operations in July 1971. 
The overall objective of the RRS was to help restore to 
economic viability those farms and farmers with the capacity to 
maintain long term commercial viability once assisted. All 
primary producers, except applicants for farm build-up 
assistance through the MDFRS, were eligible for assistance. 
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The three forms of assistance available under the 
Scheme (debt reconstruction, farm build up» and rehabilitation 
assistance) had quite distinct objectives. 

Debt reconstruction assistance vas designed to assist 
farmers who» although having sound prospects of long term 
commercial viability, faced difficulties in obtaining 
sufficient finance to meet short term commitments. Assistance 
for the rearrangement and consolidation of debt by way of 
commercial loans provided a means of lowering annual debt 
servicing commitments. Further assistance included the advance 
of funds for carry-on expenses, livestock purchases and/or 
further property development. 

Farm Jbuild-up assistance vas introduced to supplement 
the normal market processes'of addition to, or amalgamation of, 
small non-viable properties and the creation of larger 
properties of economic size. Assistance was provided by way of 
concessional loans to enable owners of uneconomic farms to buy 
an adjoining property, or to farmers, who although viable, 
wished to buy an adjoining uneconomic property. Grants could 
be given to write off redundant assets which may have been 
purchased with the land. In addition, loans could also be 
provided for carry-on expenses, purchase of livestock or plant, 
and property development. To be eligible for assistance 
farmers were required to demonstrate that they were unable to 
obtain finance from normal commercial sources. 

Rehabilitation assistance was a welfare measure 
designed to provide limited assistance to those farmers obliged 
to leave their properties and who faced conditions of personal 
hardship. Assistance was limited to those producers who had 
been refused debt reconstruction assistance on the grounds that 
they lacked prospects of long term viability, or who had sold 
their properties under the farm build-up provisions. 
Assistance was usually provided by way of loans which could be 
converted to a grant at the discretion of the administering 
authority. 

At the completion of the RRS at 31 December 1976 over 
8,500 farmers had received assistance under the Scheme. Funds 
approved amounted to SA229 million. The greatest demand for 
assistance under the Scheme vas for debt reconstruction, 
particularly during the first year of operation, a year of low 
farm incomes. Some 5,100 farmers received debt reconstruction 
assistance accounting for over half the funds approved. After 
1971-72 however, demand for farm build up assistance exceeded 
that for debt reconstruction. 
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Overall, less than 200 fanners.were assisted to 
actually leave farming under the rehabilitation provisions. 
Considering the large number of applications for debt 
reconstruction assistance refused on grounds of non-viability, 
the large number of properties purchased under farm build-up, 
and a decline of over 15,000 in the number of farms in 
Australia over this, period, the number assisted under 
rehabilitation could have been expected to be larger. However, 
research studies indicate that farmers, for a variety of 
reasons, are reluctant to seek a new occupation and life 
style. The majority of those refused assistance have remained 
on their properties on a full time basis but a significant 
proportion normally engage in off farm employment to supplement 
their farm income. 

Dairy Adjustment Program 

With"the phasing out of bounties for the production 
of butter, cheese and processed milk products, adjustment 
assistance provided to the dairy industry was expanded with the 
introduction of the Dairy Adjustment Program in July 1974. The 
objectives of the program were broadly to facilitate adjustment 
and help uneconomic dairy farmers become viable. 

Assistance was provided by way of medium term interest 
free loans to viable, or potentially viable, dairy farmers to 
facilitate installation rf refrigerated bulk milk vats and, 
where necessary, associated facilities such as electric power 
supply and on-farm access roads for milk tankers. 

Complementary assistance was available to dairy 
factories to provide adequate facilities for receival, storage 
and processing of refrigerated wholemilk. Finance was 
restricted to those factories unable to obtain suitable credit 
from commercial sources. 

Previous restrictions on farm amalgamation under the 
MDFRS were removed enabling larger dairy farms to achieve 
economies of scale. Dairy farm build-up assistance was made 
available to any dairy farmer where suitable credit was not 
otherwise available. 

Assistance was also provided to encourage farm 
development and enterprise diversification. Farm development 
assistance covered herd and structural facility improvement, 
while diversification assistance was designed to enable a 
farmer to move from dairying to other agricultural enterprises. 

"Carry-on" assistance was introduced into the program 
in April 1976 in order to assist dairy farmers to continue 
operations and to maintain their properties at a tine of low 
market prices and widespread drought conditions. Concessional 
loans were restricted to those unable to obtain suitable credit 
from normal commercial sources. 
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Relocation assistance similar to the rehabilitation 
provisions of the RRS vas .introduced for non-viable dairy 
farmers to assist them in leaving their farms. 

The assistance to cease dairy farming vas introduced 
and the provisions videned in April 1976 to enable lump sum 
grants to uneconomic dairy farmers, vho vould accept their 
de-registration as dairy farmers, for losses incurred on the 
sale of dairy herds, plant and equipment. 

At the conclusion of the Program on 31 December 1976, 
over 5,500 farmers had been assisted., the heaviest demand being 
for farm conversion to bulk refrigerated milk supply and for 
farm amalgamation. Fev farmers sought diversification or' 
relocation assistance to leave the industry although the number 
of dairy farms continued to decline. 

Fruitgrowing Reconstruction Scheme 

The Fruitgrowing Reconstruction Scheme vas introduced 
in July 1972 after it became apparent that growers in certain 
fruit industries with chronic excess production problems were 
not adequately catered for by the Rural Reconstruction Scheme . 
since their enterprises lacked prospects of long term 
viability. In part, the over-supply problems had been 
aggravated by the loss of preferential access of Australian 
fruit to the UK market after the UK joined the ESC. 

The Fruitgrowing Reconstruction Scheme (FGRS) was 
designed to assist growers in financial difficulties whose 
properties would become viable if some or all fruit trees were 
removed and the land put to alternative use. Two forms of 
assistance were provided called "partial pull" (for those with 
sound prospects of long term viability and only wished to clear 
part of their orchard) and "clear fell" (for those in severe 
financial difficulties and who wished to remove all their fruit 
trees and leave the industry). Assistance was given by way of 
loan, which was later converted to a grant provided the grower 
did not replant the cleared areas within five years. 

The Scheme initially applied to the canning peach, 
canning pear, fresh apple and fresh pear industries, and was 
later extended to canning apricots from March 1973. The Scheme 
vas terminated in December i976, although assistance payments 
continued to be made into 1977. 

Some 1,755 farmers were assisted under the FGRS of 
which 60% obtained partial pull assistance and the balance 
clear fell. Total expenditure amounted to some SA5.5 million. 
The bulk of these funds was used for the removal of trees in 
the fresh fruit growing industries with the Tasmanian export 
apple industry being a major recipient. It is estimated that 
the removal of trees under the Scheme represented approximately 
70% of the decline in total apple, pear, apricot and peach tree 
numbers over the period 1372-73 to 1975-76. 
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Beef Carry-On Assistance . 

In 1974 the sudden downturn in world economic 
activity, declining world beef prices and decisions taken by 
the EEC, Japan and USA to limit imports of meat from Australia, 
resulted in a severe decline in prices and incomes received by 
Australian beef producers. Believing that the down turn was 
essentially a short term phenomenon, the Government initially 
responded by widening the lending powers of the Commonwealth 
Development Bank, and providing it with extra funds to enable 
it to make carry-on loans to beef producers. 

Some State Governments moved to provide short term 
concessional carry-on loans through State Rural Reconstruction 
Authorities and in early 1975, the Commonwealth Government 
agreed to match State Government expenditure on a $ for S 
basis. To be,eligible for assistance, beef producers had to 
demonstrate that loan finance was required for continued 
successful operation, that suitable finance was not available 
from the normal commercial sources, and that they had prospects 
of long term viability. 

Between 1975 and 31 December 1976 2,941 beef producers 
received assistance totalling SA27.4 million. The bulk of 
these funds went to beef producers in New South Wales and 
Queensland, reflecting the importance of the beef industry in 
ttfose States. 

Rural Adjustment Scheme 

Following an inquiry by the Industries Assistance 
Commission, the Government replaced the Dairy Adjustment 
.Progam, Beef Carry-On Scheme, Fruitgrowing Reconstruction 
Scheme and the Rural Reconstruction Scheme with a single 
general structural adjustment scheme - The Rural Adjustment 
Scheme. The Rural Adjustment Scheme (RAS) commenced operations 
on 1 January 1977. All agricultural, horticultural and 
pastoral industries and the apicultural industry are covered by 
the Scheme. 

The RAS operates in the same way as the previous RRS 
and continued its framework and administrative arrangements. 
Although the Commonwealth provides the funds for the Scheme, 
the States are primarily responsible for its detailed 
administration in accordance with policies agreed between the 
Commonwealth and the States. 

The RAS is à much broader and more flexible scheme 
than any previous scheme, incorporating the three forms of 
assistance provided under the RRS (debt reconstruction, fara^ 
build up, rehabilitation) and a number of additional forms c 
assistance. Carry-on loan arrangements as previously available 
to beef and dairy farmers under the Beef Carry^on and Dairy 
Adjustment Programs, were continued and assistance extended to 
the wine grape industry in 1978. 'Farm improvement assistance 
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is now provided as a separata fora of assistance» while the 
introduction of the household support provisions has 
strengthened the welfare aspects of adjustment assistance. 
At the sane time some strenthening of the commercial emphasis 
of lending was undertaken when the RAS was introduced. In 
brief* a higher proportion of Commonwealth funds advanced to 
the States are provided as loans rather than grants, the.rate 
of interest charged can be varied and explicit provisions were 
made for sharing of administrative expenses. In addition» 
unlike the RRS, no particular rate of interest was specified 
for advances to farmers, but administering authorities are able 
to decide a rate of interest appropriate to the circumstances 
of each case. Generally rates of interest, charged on loans to 
farmers are less concessional than under the RRS. 

Briefly, the main objectives of the Rural Adjustment 
Scheme are to help restore to economic viability those farms 
and farmers with the capacity to maintain viability once 
achieved; to provide carry-on assistance to farm enterprises in 
rural industries which are suffering short term difficulties; 
and to facilitate the adjustment out of farming of those — 
without prospects of achieving long term viability. Assistance 
is only available to bona fide farmers who have sound prospects 
to maintain viability but are unable to obtain finance on 
reasonable terms from any other normal source. Those who do 
not have sound prospects and will suffer personal or family 
hardship if not assisted qualify for assistance to adjust out 
of farming. 

Debt reconstruction assistance is available for the 
rearrangement or consolidation of debts to allow more time for 
•payment and reduction in interest charges. Loans may be 
advanced for repayment of.all or part of the debts and for 
carry on expenses, livestock and further property development. 

Farm build-up is designed to encourage amalgamation of 
properties which are too small to be economic under current 
conditions. Concessional loans may be provided either to the 
owner of an uneconomic property to buy adjoining land to build 
up his property, or to an adjoining owner to enable him to 
purchase an uneconomic farm. Grants may be made to cover 
losses sustained in the disposal of redundant assets. 

Farm improvement assistance is restricted to proposed 
improvements which offer sound prospects on long term 
commercial viability. Farm improvement assistance takes the 
form of long term loans at concessional interest rates. Grants 
may be made to cover losses sustained from the reduction in 
value of redundant assets. 

The carry-on finance provisions enable loans to be 
made for essential carry-on purposes in times of severe marfcet 
down turn or similar situation in those rural industries that 
the Commonwealth and States agree from time to time require 
such assistance. It" is designed to ensure that farmers are not 
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forced to make inappropriate adjustments vhieh may not be 
warranted in view of longer term prospects. Assistance takes 
the form of loans at concessional interest rates. In the past, 
carry on assistance has been provided to dairy farmers, to 
beef producers and to «wine grape growers. 

Household support assistance provides financial help 
for up to one year (two years in certain circumstances) to 
farmers, «ho are judged to be non-viable and who have 
insufficient resources to meet living expenses and will suffer 
personal and family hardship if not assisted, while the farmer 
considers whether to adjust out of. farming. The assistance is 
provided in the form of a loan which may be converted to a 
grant if the farmer adjusts out of farming within three years. 

Rehabilitation assistance is provided at the 
discretion of' the administering authority and may be converted 
to a grant. Eligibility is restricted to those refused debt 
reconstruction assistance because of poor long term prospects, 
or whose properties have been acquired under the farm build up 
provisions. In addition, the administering authority must be 
satisfied that the applicant will suffer financial and personal 
hardship if not assisted. 

In the four • and one half years to 30 June 1981 about 
sTooo fanners have received assistance under the RAS. The 
heaviest demand has been for farm build-up assistance with some 
2162 applicants receiving SA91.8 million - over half the 
total funds committed under the scheme. Debt reconstruction 
has accounted for around one quarter of RA5 expenditure, demand 
for such assistance increasing when farm incomes decline. 

Since the inception of the RAS over half of all 
applicants for assistance- have been approved. The largest 
proportion of those rejected for assistance under the farm 
build up, farm improvement, debt reconstruction, and carry on 
provisions were rejected on the grounds of non-viability. 
The next largest category are those assessed as not being in 
need or able to obtain other sources of finance. 

As might be expected, because of the viability 
criteria and the commercially oriented "bankers" approach 
adopted by administering authorities, most RAS funds have been 
allocated to the broad-acre grazing and cropping industries in 
which Australia has an international comparative advantage and 
which have sound long term prospects. 

As for the RRS little use has been made of the welfare 
provisions of the RAS, a little over 300 farmers being provided 
with rehabilitation or household support assistance since the 
inception of the scheme. 

Details of use of the various adjustment schemes are 
shown in the attached table. 
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P r o g r e s s of Rural . Ad j u s taient A s s i s t a n c e Schemes up t o 30 June 1981 
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