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A SECURE COMMUNITY
" Good hospitals, good schools and a good future. It's guaranteed.”

INTRODUCTION

New South Wales has st itsdf a great god and a formidable task - to hogt, in September 2000, the
best Olympics the world has ever seen.

But there is a much more important goa that we should, as a State and as a community, set for
ourselves.

And that isto offer to dl our citizens a safe, fair, progperous, and civilised community. And that meansa
Secure community.



Weredly do livein the best State in the best country in the world.

Jugt congder for a moment our extraordinary environment: our remarkable coastline from Eden to
Tweed Heads, the sheer variety of our agriculture, our minerd wedlth, the sophidtication of Sydney, and
the beauty of its harbour.

In New South Wales we dso have an exceptiond environment for business. That's why dmost 200
international companies have recently based their Asa Pacific regiona headquarters here.

It's dso why New South Waes has so many companies which specidise in the rgpidly growing
information technology, telecommunications and financid services sectors - businesses poised to ddliver
more and more well paid jobs.

But we must acknowledge that for many people life is tough and uncertain - for some, even desperate.
We're facing savage Federd Government cuts like we have never seen before, and this causes anxiety
about the future,

It s time to secure what we ve got.

And that is the god of this budget.

With this budget we will guarantee that the people of New South Wales continue to have:
good hospitals, S0 no one needs to be afraid of getting Sck;
good schools, so parents know their children are getting the best education;
more police on the streets, so our homes and suburbs are safe;

good public trangport and roads, and good parks and open space, to maintain the quality of our
lifestyle,

In New South Wales, we have a robust, competitive economy. Our businesses are encouraged to
compete, and are demongtrating they can do so successfully in an open, increasingly competitive globd
economy.

This Budget will ensure we have a sound and strengthening financia position.

Our am isto be free of unnecessary public debt and massive accumulated unfunded financid ligbilities.
Thiswill secure our children’s future,

This is the base that will enable us to continue to provide firg-class public facilities and services that
people need and have come to expect.

But this year the people of New South Wades face the loss of $450 million of Federa funding for
essentiad services: money for hospitals, for old people, for the disabled, for families, for roads and public
trangport, and services for people living in our regions.



However, this Government will not shirk its responghbility.

This Budget is squarely aimed a guaranteeing what New South Waes people consder their right: a
secure community in which we share fairly both our burdens and our prosperity.

Like the first two budgets of the Carr Government, thisis every inch aLabor Budget.

That's why, despite the extra financid difficulties that confront this Budget, we will ddiver mgor
improvements in hedlth and hospitd services, family and community services and schools, cregte safer
communities, provide better transport and roads, and further protect the environment in which we live.

ECONOMIC CONTEXT
The 1997 Budget anticipates 3.5 per cent rea growth in the State' s output in 1997/98.

Over the lagt two years, New South Wales has led the nation’s job growth with an extra 103,000 jobs,
an increase of 3.8 per cent.

As predicted this time last year, job growth in 1996/97, both nationally and in New South Wales, was
consderably more subdued than in 1995/96.

However, our unemployment rate, at 7.9 per cent, is consderably lower than the nationd average and
1.3 per cent below Victoria's.

During the coming year, we expect job growth to accelerate to two per cent. This will mean a net
addition of 55,000 new jobs.

The latest building activity figures are dso good news and indicate a srongly growing State economy in
1997/98 and beyond.

During the lagt quarter, 43 per cent of dl building congtruction in Austraia occurred in New South
Wales- ahuge $8.6 hillion out of anationd tota of $19.7 billion.

This was more than double the value of congtruction in ether Victoriaor Queendand.

Our lead was gtrong in al sectors - amost hdf of al resdential construction and 41 per cent of non
resdential congtruction took place here.

We aso accounted for 36 per cent of hotel construction, 38 per cent of shops, 40 per cent of factories,
36 per cent of offices, 33 per cent of educationd buildings, 66 per cent of religious buildings, 38 per
cent of hedth buildings, 52 per cent of entertainment and recreationd buildings, and 52 per cent of other
business premises.

New South Wdes dso fared well in the amount of engineering congruction during the last twelve
months, with work worth $5.2 billion undertaken, more than one third of the nationd total, and more
than twice that of Victoria



Other good news during the year included a 13.2 per cent increase in New South Wales merchandise
exports - aconsiderably stronger performance than the national average.

The State’s strong export performance, together with better terms of trade, increased Gross State
Income by five per cent in red terms, consderably higher than the growth in Gross State Product of
three per cent.

New South Waes agriculture aso recovered strongly in 1996. Farmers recorded record yields
underpinning a 52 per cent increase in winter crop production in 1996/97 - the strongest growth of any
State.

This followed more than a two-fold increase in New South Wales crop production in 1995/96.
In 1996, New South Wales returned firmly to the ranks of the low inflation States.

Growth in the State Consumer Price Index dowed from an average five per cent in 1995/96 to an
expected 1.5 per cent in 1996/97, and was rising a only 0.2 per cent per quarter (equd to less than
one per cent per annum) in the three months to December.

In 1997/98, inflation is expected to rise fractiondly to two per cent, increasing dightly further to 2.5 per
cent in 1998/99.

Wage growth in 1997/98 is expected to dow in nomind termsto 3.7 per cent, but will increase in redl
terms by amost two per cent.

A very welcome fegture of the nationa economy over the last twelve months has been the significant
decline in interest rates, cresting a good base for rising consumer and business confidence.

While mogt of the interest rate rdief has followed officid rate cuts, another sgnificant factor was the
abolition in last year’ s New South Waes Budget of the tax on refinancing of loans.

As predicted, and acknowledged by banks and by the Commonwedth Government at last year's
Premiers Conference, businesses and home buyers were the big winners as the banks and other lending
indtitutions were forced to sharpen their pencilsin a much more competitive finance sector.

| was ddighted to see Victoria follow our lead when it abolished tax on home loan refinancing last
week.

While the capacity d individud dates to influence macro-economic outcomes should not be over-
estimated, the combined impact of the fiscd and structura reforms undertaken by the States should be
acknowledged.

Audrdia now enjoys low inflation, lower interest rates and prospects for sustainable GDP and job
growth. That would smply not have been possble without the States forcing their own businesses to
compete, reforming their economies, and responsibly managing their budgets.

This has meant States are contributing to nationa savings rather than adding to nationa debt.



ECONOMIC AND STRUCTURAL REFORM
The New South Wdes Government will remain at the forefront of economic and structura reform.
As| sadin my firg two Budgets

"These reforms are not driven by academic fascination with abstract theories. They are
driven by a commontsense determination to win the investment, the business and the jobs we
need".

Put smply, our god, our obsession, isjobs, jobs, and more jobs.

And that means driving down cogts and removing unnecessary obstacles to investment and business. It
means forging a competitive edge so that New South Wales firms can win orders and New South
Wales can continue to win the investment and the business we need to provide satisfying and rewarding
jobsfor al those who seek them.

Electricity

The benefits of reform are now being seen clearly in the dectricity industry. Our target of a 20 per cent
red average reduction in eectricity prices over the five years to 2000 is well on track.

Since 1 October 1996, large users of eectricity have been able to choose their supplier for the firgt
time. Both these customers and a further group that entered the retail market in April 1997 have
enjoyed sgnificant reductions in their dectricity bills as a result of vigorous competition among the 19
licensed retail suppliers now operating in New South Wales.

We will extend competition to a further 3,500 customers from July 1997. The find stage will see dl of
the Stat€' s 2.5 million businesses and households able to shop around for power.

New South Wales households and businesses have the chegpest power in Audtrdia

An average household pays $165 a year lessfor power than asimilar household in Victoria And aloca
small business pays an average $3,700 less each year than its Victorian competitors.

| am pleased to report that the prospects of eectricity interconnections between New South Wales and
South Augtraia, and New South Wales and Queendand, are looking good.

Both these links, and trade across the existing interconnections with Victoria, open up new markets for
New South Wales generators.

The Snowy Mountains Hydro Electric Authority is dso to be corporatised, becoming an independent
player in the national dectricity market, with New South Waes being the mgor 58 per cent
shareholder.



Water

The Government is aso ensuring that its two mgor metropolitan weter utilities, Sydney Water and
Hunter Water, comply with competition principles and continue to provide qudity services to ther
customers.

Over the last three years, average water bills for Sydney Water’ s business customers have falen 45 per
centinred terms.

Over the next four years, businesses will benefit by $30 million as the property vaue component of their
bills is reduced.

Sydney Water's household customers will aso see red reductionsin their bills over the next four years.

The remaining government-owned irrigation schemes in the Murrumbidgee and Coleambaly regions are
to be corporatised from 1 July 1997.

Gas

In the past year, the Government has dso put in place a vigorous reform agenda for the privately owned
and operated gas industry in New South Wales in order to achieve a competitive gas market by the end
of the decade.

Last year's Gas Supply Act will dlow businesses to use pipeline services on reasonable terms and
conditions.

The Independent Pricing and Regulatory Tribunad (IPART) is currently reviewing the terms and
conditions of AGL’ s offer of accessto its monopoly distribution network.

IPART will determine new access tariffs that balance the interests of customers, potentid gas suppliers
and the network operator (AGL). The review process will progressvely remove over-recovery of
charges from indudtry.

| have recently approved permits for two mgor new connections between New South Wales and
Victoria This will put gas suppliers in South Audrdia and Victoria in competition to supply the New
South Wales market.

A 250-kilometre pipelineis dso planned to supply gas to Dubbo and other townsin the centra west.

There is some specuation that the New South Waes market may be linked to supplies from Papua
New Guinea through naturd gas pipelines between the Papua New Guinea Highlands and Gladstone,
Queendand, and from there to New South Wales.

This would lead to a truly nationa gas grid and vigorous competition among a number of suppliers,



digtributors and retailers.

We would enthusiagticaly encourage such alandmark development, a development that could not even
be considered without the reforms which New South Wales recently put in place.

New South Wales is dso progressvely removing the restrictions which impede competitive neutraity
between the gas and eectricity sectors as part of a Srategy to simulate the development of an overdl
energy market.

Rail

Last year this Government became thefirgt in Audrdia to introduce an open access regime for rall.
As part of therall reform we are phasing out the monopoly rent on cod freight in the Hunter Valley.
Annud reductions of 25 per cent will begin in 1997/98.

FISCAL FRAMEWORK
Thefiscd context in which this Budget has been framed was especidly chdlenging.

Our task of paying dl of the hills for the coming year, and the following two years of the forward
estimates, has been made dl the more difficult by a number of mgor factors, including:

the savage cutbacks in Commonwed th tax reimbursements to the states will cost the New
South Wales Budget more than $450 miillion eech year, in red terms,

the Commonwealth’ s inexplicable decision to deny the benefits of cross- border leasng
transactions to the States- dthough they will continue to be available to the private sector - will
cost the New South Wales Budget $100 million in 1997/98;

the Commonwealth Government’ s failure to honour the Medicare agreement - which provides
extra funding each time private hedth fund membership fals by two per cent - has cost the New
South Wales hospita system $250 million in the three years to June 1996;

the $200 million additiona cost to the Budget to fund previoudy hidden cogtsin the rail system;

ahuge rise in the estimated post-sde costs of the State Bank, from close to nothing at the time
of the sdle to well in excess of $200 million;

the blowout in the cogt of the current Victims Compensation Scheme to $95 million per annum,
acogt which under current legidation islargely dam-driven and uncontrollable;

the increase of $94 million in superannuation outlays following the Government Actuary’s latest



advice

the peaking of Homebush Bay/Olympic congtruction costs, involving outlays of $628 millionin
1997/98 and $438 million in 1998/99; and findly,

the Government’ s determination to deliver mgor improvements to arange of servicesin this
year’s Budget.

All of these additiond or abnormal costs will be covered by:
the savings and revenue initidives that | will outline shortly;
the strong underlying revenue growth of the last 12 months, and

sgnificantly lower interest costs over the last two years as aresult of both lower interest rates
and the $1,138 million reduction in budget sector debt. The average savings from lower debt for
the two-year period dready amounts to $141 million each year.

In a very tangible way this Budget, and the services it is adle to fund, is dready benefitting from debt
reduction.

The Leader of the Opposition recently proposed deficit funding of this Budget. Thet is an irresponsble
option.

Borrowing money now means bigger hills in the future. It means fewer dallars each and every year to
spend on hospitals, on schoals, on roads, on law and order.

Lumbering our kids with the debts of this generation means they will face an anxious and uncertain
future.

For the second successive year, and for probably only the third time in the 209-year history of New
South Wales, this Budget pays dl the bills. This Budget guarantees security for our community now, and
security for the future,

PRIORITY INITIATIVES

This Budget contains anumber of new spending initiatives.

Health
Tota recurrent payments on hospitals and health care will be arecord $5,591 million.

This is a massve increase of $452 million on last year's dlocation. It is an increase of $972 million in
budget support since the previous Government’ s last Budget, in 1994/95.



This year's hedth dlocaion includes additiond annua recurrent funding of $370 million to achieve a
farer share of hedth services in under-resourced areas.

With Medicare under attack, we are determined that ordinary familiesin regional New South Wales and
in the fast growing outer urban areas will have access to fra-class hedlth services equd to those
enjoyed by people in Sydney’ s eastern suburbs and on the North Shore.

In the coming year, capitd expenditure to rebuild the public hedth system will totd $471 million,
including money to begin $258 million of mgjor new hospitd projects.

These new projects include:

awomen and children’s hedlth building and other facilities at Nepean Hospitd, a an estimated
total cost of $58.8 million;

asubgtantial upgrading of Campbelltown Hospitd, the redevelopment of Camden Hospital, new
community hedlth centres at Tahmoor and Rosemeadow, the refurbishment of the
Campbeltown Community Health Centre and other worksin the Macarthur area, a an
estimated total cost of $79 million;

the upgrading of State Government nursing homes around New South Wales to provide better
care for the aged at an estimated totd cost of $75 million;

a$5.25 million building to house Westmead Hospitdl’ s Virology Research Group, Westmeed
Indtitute for Cancer Research, Storr Liver Unit and Ingtitute for Immunology and Allergy
Research;

$11.7 million for children’s hedth and welfare by establishing a paediatric emergency service at
the Royal North Shore Hospital, upgrading paediatric accommodation, boosting child and
family hedth care, and enhancing child protection services.

We are continuing the congruction of new hedth and hospitd fadilities in rura and regiond aress,
induding:

the Tweed Heads Stage 3 Development to improve the hospital and provide new therapy and
community hedlth services, estimated cost $25 miillion;

the congtruction of a new community health centre at Long Jetty on the Centrd Coadt, estimated
cost $3 million;

the redevelopment of Manning Base Hospitd, estimated cost $26.3 million;
anew dlinicd services building a Illawarra Regiond Hospitd, estimated cost $49.8 million;
anew hospita at Lithgow, estimated cost $23.6 million;

redevelopment of Dubbo Hospital, estimated cost $18.1 miillion;



anew hospital at Coffs Harbour, estimated cost $53.6 million;

anew hospitd for Broken Hill, estimated cost $27.5 million;

redevelopment of the West Wyalong Hospitd, estimated cost $6.4 million;
completion of the redevelopment of Shoahaven Hospitd, estimated cost $8.5 million;
completion of the redevelopment of Maitland Hospital, estimated cost $28 million;
completion of the upgrade of Mudgee District Hospitd, estimated cost $2.1 million;

upgrade of Kiama Hospital, estimated cost $1.4 miillion.

Education

Last year Presdent Bill Clinton boasted that by the year 2000 every school in the United States would
be connected to the Internet.

New South Walesis years ahead.

Aswe promised, every government school in New South Walesis now connected to the Internet.
We want our kids to leave school st for life as the best skilled in the world.

We are dlocating $5,435 million to education and training in the coming yeear.

We are focused on getting the foundation right by improving the literacy and numeracy skills of primary
and secondary students, and by promoting excdlence in teaching and learning.

To help achieve this, we are funding an extra 250 teaching pogtions in 1997/98. By the end of the
financid year we will have provided an extra 776 teaching positions since taking office.

And we will spend $65 million through the School Technology program to ensure New South Wales
classrooms continue to be equipped with the most up-to-date technology.

We are ds0 building new facilities. The education and training capita program provides for 15 mgor
new school projects.

We're funding seven new mgor TAFE projects & Hornsby, Griffith, Wetherill Park, Lithgow, Bathurst,
Liverpool and Blacktown. We re aso connecting al TAFE collegesto the Internet.

Community Services

This year the Government will increase spending on community, aged and disability services by $63.2



million, or 5.2 per cent over last year’ s alocation.

This builds on our record. Since coming to office we have increased spending in these areas by $362.8
million, or 36.6 per cent.

This year we will spend $65 million to protect children from abuse and neglect.

We will provide $6.4 million to underteke joint investigation work between the Department of
Community Services, the Police Service and the Department of Health where serious child abuse has
occurred, or isat risk of occurring.

There will be an extra $4 million in 1997/98 and another $8 million to follow to develop foster care and
resdentid services, and improve existing services.

The Home and Community Care Program will receive a $12.3 million boost in 1997/98 to help the frail
aged, and people with disabilities to continue to live independently.

Back-to-School Allowance

As| sad at the outset of my speech, people across Audtrdia are experiencing great uncertainty because
of Federd Government cuts.

In these circumstances, the New South Waes Government has decided to hep mothers and their
childreninadirect and practical way.

We will provide an annua $50 back-to-school alowance to be paid to the mothers, or in specia
circumstances the fathers or guardians, of the 1.1 million children in Government and non-Government
schools.

Its purpose is to help defray the heavy cogts, particularly for families with a number of schoolage
children, of equipping and outfitting them & the beginning of each year.

The totd costs of equipping a child for schoadl is, of course, very much more than $50 per year. That's
amply dl the more reason for the introduction of this new alowance.

This dlowance will hdp ordinary New South Waes families who have borne the brunt of the wage
restraint and economic restructuring.

The Government considered excluding very wedthy families, but the adminidraive effort and cost
would have exceeded the small savings from any reasonable means or asset test.

From January next year, every child from kindergarten to Year 12 is digible for the dlowance which will
be paid soon after school resumes each year.



Corrective Services

In July we will open the new 900-bed Metropolitan Remand and Reception Centre at Silverwater - the
largest correctiond facility in Audtrdia

In the coming year, a sart will dso be made on redevelopment of Long Bay Gaol and the congtruction
of a 300-bed minimum security extenson of the John Morony facility at Windsor.

These new facilities will better complement specidised rehabilitative programs.

The Home Detention Program has aso begun and will be progressively implemented over the next two
years.

Police

We will continue to increase our spending on police, to make our streets safer.

We will hre 100 extra police, and return hundreds more to frontline duties to fight crime through the
continued restructuring of the service.

In addition, the Government will spend $4.5 million on modern, sdf-loading weapons to replace older
sarvice revolvers.

We will aso spend $3.8 million to upgrade random breath testing and speed detection equipment as
part of an $8.8 million program over three years.

Road Transport
This year we will continue to deliver better roads and better public transport.
The Budget includes a record $2.19 billion roads program, including:

$145 million for roads in the west and south west of Sydney;

$1.24 hillion on roadworksin country and regiona New South Waes including $100 million for
State Pacific Highway projects, plus another $120 million funded dollar for dollar by the State
and Commonweslth Governments; $15 million for congtruction of the West Charlestown
bypass, $13 million for widening the F6; $4.5 million to upgrade The Entrance Road, Tuggerah;
$5.7 million for road and bridge works a Wagga; $11.4 million to maintain Summerland Way
between Grafton and Queendand; and $2.9 million to reconstruct and sed the Monaro
Highway a Bombala

Work on the M5 east extenson will commence this year dong with stage three of the City West Link
Road.



Public Transport

Public trangport funding this year will exceed $1.8 hillion, an increase of $335 million on last year's
alocation.

Rail operationswill receive $1.27 billion. Thisincludes $348 miillion for rail infrastructure.
This year we will spend $12 million as part of a program to acquire new suburban rail cars.

Also, $12.9 million will be spent to complete the Flemington junction for the Olympic and Showground
stein 1997/98.

We will increase the capacity of the Richmond rall line a a cost of $8 million this year.

Approximately $18 million will be spent to provide easy access, better security and upgrades at rail
detions.

The Public Transport Infrastructure Improvement Program encourages grester use of public transport
by improving facilities. The program will receive $61 million this year.

Projectsinclude the Manly busfferry interchange and Liverpool rail station interchange.

Environment
Y et again, thisyear’ s Budget reinforces the Carr Government’s commitment to the environment.

The Government is continuing with its commitment to reduce waste going to landfill by 60 per cent by
the year 2000.

Approximately $18 million has been provided in 1997/98 as part of atotal of $35.8 million over the
three yearsto 1997/98.

During the rext two years, the Government will provide $17 million to the Heritage Fund to preserve
Sgnificant heritage items - atota of $30 million over 1996/97 to 1997/98.

Over the next two years, the Government will spend more than $36 million to meet the codts of new
Nationa Parks and Wilderness Aress.

During 1997/98 the Sudtainable Energy Development Authority’s funding of $11.8 million will be
directed to improved energy efficiency, co-generation and fud subdtitution, and expanding the market
for renewable energy technologies.

Almost $31 million will be provided for backlog sewerage projects in metropolitan fringe areas, and $6
million for upgrading of the Perisher Wadgte Trestment Plant.



More than $17 million will be soent to arrest environmenta degradetion in irrigation arees.

Agriculture, Forestry and Natural Resour ces

The Agriculture portfolio will receive a recurrent alocation of $221.8 million in 1997/98, an increase of
6.9 per cent, after the cost of drought measuresis excluded.

Over the next three years, $7 million will be alocated to the Acid Soil Action Program to help tackle
one of the greatest environmenta hazardsto rura New South Wales.

Grantsto loca councils to minimise noxious weed problems will be increased to $6 million.

Another $32 million will be spent this year on the five year Forestry Industry Adjustment Package. In
the firgt three years, more than 70 businesses will be asssted to invest in value adding and employment
Cregting opportunities.

The eucaypt plantation program which we commenced in 1995/96 will receive $21.4 million this yesr,
as part of a$47 million package.

The Budget will provide an additiond $5 million, as part of a three-year, $15 million package for the
establishment of the Native Vegetation Management Fund. In totd, $49.2 million will be spent over the
next three years on native vegetation.

To further assst farmers, we will expand the exemption on stamp duty for inter-generationd transfers of
land to include transfers and |ease arrangements between siblings.

Thiswill help secure farming families on the land.

Olympics
Congruction and preparation for the Olympics are proceeding at full pace, creating thousands of jobs.

As| sad at the opening of this speech, we're determined to provide the best Olympics the world has
ever seen.

During 1996/97 close to $2 hillion of work was commenced or contracts placed for major projects at
Homebush Bay.

Thisisthe budget that will bresk the back of Olympic construction expenditure.

Work is underway on the largest-ever Olympic Stadium, the preferred proponent has been chosen for
the Athletes Village and sites have been announced for the velodrome, shooting and softball events.

We have dso narrowed the field to two proponents for the Multi-use Arena which will seat 20,000



after the Olympics.

Thistime next year the people of New South Wales will be able to see the Olympic ste taking shape as
they travel to the Royd Easter Show by rail, dong the new Homebush Bay rail loop.

In tota, the cost of constructing the Homebush Bay/Olympic fadilities is gpproximatdy $3.2 billion in
1997 ddllars.

Approximately $1.1 billion will be funded by private sector investment. Of the remainder, $513 million
will be financed by SOCOG, the Commonwedth Government and other sources, leaving around $1.6
billion net to be financed by the New South Waes Government.

Thisyear’s capitd expenditure is $628 million.

All of the Olympic congruction cogts are being paid for now, upfront. Not a sngle cent will be left
owing by September 2000.

By theend of June 1998, two thirds of the total construction budget will have been spent.

Investment Promotion

The international focus on Sydney, New South Wades and Audrdia in the lead-up to the 2000
Olympics will provide us with a golden opportunity, perhaps never-to-be repeated, to sell our waresto
the world.

It's an opportunity we won't miss.

The Olympic Business Round Table has dready formulated the strategies for show casing our products
and technologies to the world and promoting Sydney, New South Wales and Audtrdia as afirg class
location for business and investment.

Investment 2000, an investment promotions campaign jointly sponsored and funded by the New South
Waes Government, Telstra and the Westpac Bank, is dready underway.

New South Waeswill dso be stepping up its campaign to attract AsalPacific regiona headquarters.

We have set 2005 as the target date for overtaking Singapore as a preferred AsialPacific headquarters
location.

CAPITAL PROGRAM AND EMPLOYMENT

In 1997/98, the total State public works program will amount to $5.6 billion, with a record $3.9 billion
spent by the Budget Sector.



Key features of the capital program include:
$1,109 million for road construction;
$348 miillion for rail projects;
$471 million for congruction of hospitals and other hedlth facilities;
$236 million for schools, TAFE colleges and other education projects;
$628 million for Homebush Bay/Olympic congtruction projects;

The public works and capital program will generate both directly and indirectly, the equivadent of nearly
110,000 full-timejobs.

Of the total program, more than $2 billion relates to projects outside the Sydney metropolitan area. This
will generate the equivaent of more than 56,000 direct and indirect jobs.

SAVINGSMEASURES

The Government will continue to drive efficiency improvements in the public sector to provide additiona
funding for high priority services.

In this Budget, savings measures are being introduced that will yied $146 million on afull year bass. Of
this $27 million will come from further savings in corporate support and $32 million from driving savings
in Budget Sector agencies through service competition.

In addition, agencies will be required to ddiver a further $87 miillion, either from efficiency gains or by
alocating funds away from low priority programs.

During the coming year, the Government will commence a four year program to review dl of the
Government’ s service ddivery programs.

Each program will be reviewed by a smdl project team of three or four members, drawn from senior
officers from other departments and at least one person from outside the public sector, reporting to the
Council on the Cost of Government.

The purpose of each review is to assess whether programs have clear, worthwhile objectives that meet
community needs and aspirations, and whether those objectives are being met in the most economicd,
efficient and effective way.

NEW REVENUE MEASURES

The new revenue measures, raising amost $400 million in the coming year, are designed as far as



possible to protect the less wdll off, a the same time broadening the State’ s tax base in order to provide
better services to the community.

The targeted package of measuresis as follows:

* Land tax will be extended to residentia properties with a land vaue of $1 million or
more, commencing from the 1998 land tax year. The million dollar land threshold, which will be
indexed annualy, compares with the Victorian threshold on owner-occupied properties of
$200,000. Only 4,000 residentiad properties will be affected. The vdue of these dmost
exclusvely Sydney properties very much depends on the huge amount of taxpayers money that
goes into meking Sydney the world's finest city. This measure will raise $50 million in a full
yedr.

* The generd rate of land tax will be increased from 1.65 per cent to 1.85 per cent,
compared to a top rate of five per cent in Victoria. The rate will be reduced to 1.7 per cent in
1999 when the Commonwealth Government’ s Howard/Costello levy on the States expires. This
measure will raise $80 million in a full year. Totd land tax revenue in 1997/98, of $786 million
will gill be considerably below the pesk level of $826 million in 1991/92.

* The concessond rate of duty on generd insurance premiums will be increased from 2.5
per cent to 5 per cent to bring it more into line with rates levied in other States. This measure
will raise an additiona $56 millionin afull year. Crop and livestock insurance will be exempted.

* The tax rate on poker machine profits of more than $1 million per year will be increased
to 30 per cent, from the current rate of 22.5 per cent on profits between $1 million and $2.5
million, and 24.75 per cent of profitsin excess of $2.5 million. More than 1,000, or 70 per cent,
of licensed clubs with annud poker machine profits of less than $1 million will not be affected.
Nor will it affect hotels which dready pay a 40 per cent tax rate. This measure will raise $74
million per yesr.

Even after these measures, the after-tax poker machine profits made by licensed dubs in
1997/98 are expected to reach $1,750 million compared with asimilar amount this year.

* A 10 per cent accommodation tax will be imposed in the Sydney CBD and equivaent
aress, 0 that interdate and internationd visitors gtart contributing to the huge expense of
maintaining and improving what the Conde Nast Travel magazine has rated as "the world’s most
atractive city”. Sydney has been dmogt the only grest city of the world without such atax. This
measure will raise $64 million in afull yeer.

* Stamp duty on the vaue of luxury motor vehicles above a $45,000 threshold will be
increased from three to five per cent, effective from 1 July. This will raise $11 million in a full
yedr.

* An dectricity digributor levy raisng gpproximaely $100 million per year will dso be
imposed. Didributors will be able to recoup this levy from contestable customers only. It will



mean an average increase of five per cent of the previoudy regulated tariff for those large
electricity users who in recent months, with the introduction of the competitive market, have
benefited from eectricity cost savings of between 20 and 40 per cent.

* To help discourage excessive use of private motor vehicles resulting in road congestion
and pollution in centra Sydney, the CBD parking space levy will be increased from $200 to
$400 per annum from 1 July 1997. This will raise an extra $8 million per year which will be
applied to public transport improvements.

COMMONWEALTH FINANCIAL GRANTS

If New South Wales received its far share of Commonwedlth financia grants to the states, none of
these revenue measures would be necessary.

These grants were originaly intended to compensate the states for the income taxing powers they ceded
to the Commonweslth during the Second World War.

The unequa and unfair digtribution of these grants means that on a per capita bass, New South Waes
is subsidising the other states to the extent of $866 million ayear.

However, on the basis of the amount New South Wales taxpayers actualy pay the Commonwedth in
income tax each year, the New South Wales subsidy to the other states is $1,292 million ayear.

In other words, every person - every man, woman and child - in New South Waes is subsdisng the
other states to the extent of $205 ayear.

It is one thing for New South Wales to have to pay dl of its own hills. It is entirdly unacceptable and
entirdly unfair for New South Wales to be forced to pay the bills of the other States aswell.

THE BUDGET RESULT
The Budget result for 1997/98 is an underlying surplus of $27 million.

It should be remembered that this surplus covers dl of our annud recurrent expenditure and al of our
capita invesment.

On the recurrent budget, we have a huge surplus of $2,247 million. This surplus, together will capitd
revenues, completely funds our long-term investment on new capital works.

It dso funds our superannuation outlays of $1.45 billion, which are some $400 million in excess of
annua emerging benefit payments.

This policy of funding accruing superannudtion ligbilities, means that New South Wales is a sgnificant
contributor to national savings, with an expected $880 million negative Loan Council Allocation in



1997/98.

It dso means tha New South Waes will avoid the unfunded superannuation catastrophe that will
confront the Commonwedth and al other States, except Queendand, alittle way down the track.

CONCLUSION
Mr Speaker / Mr President,
This Budget consolidates the hard work and the progress of our first two yearsin office.

It's a Budget that is squardy amed a achieving a strong, robust economy, a sound and improving
financia postion, excellent public services, afar sharing of the costs, and afair sharing of the benefits.

More than any other Budget before it, this Budget is about fair sharing and security for dl our citizens.
As| sad at the outsdt, it is every inch a Labor Budget.

Mr Speaker/President

There is an addendum to this Budget.

As members will be aware, this Budget was finalised and sent to the printer some time ago, well before
BHP s announcement on the future of sted making in Newcastle.

BHP s announcement is a Significant setback to the Hunter’s growth and to its confidence. We have to
make sure that it is only atemporary setback.

In recent years the Hunter economy has grown and diversified enormoudly.

In just over three years, jobs in the Hunter have grown by 20,000 in industries as diverse as education,
aerogpace, defence, tourism, cod, auminium, agriculture, busness services, ports and transport and
high-tech manufacturing.

To maintain the impetus and to help overcome the recent setback, the New South Waes Government
proposes the establishment of a $25 million Hunter Advantage Fund to promote Hunter exports, new
business investment, expansion of existing businesses and, most importantly, more jobs for the Hunter.

The New South Wales Government will dlocate $10 million from our 1996/97 surplus and will aso
request the Federd Government to contribute $10 million and BHP to contribute $5 million.

The New South Wales Government will not let down the Hunter.

Wewill help secureits future as atruly regiona, modern, economic powerhouse.



