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Continuity and Change:
Labour Market Programs
and Education
Expenditure

Abstract

Since 1971 Australian governments have
varied expenditure on labour market
programs and education. This article
attempts to explain these changes in
the context of several straightforward
hypotheses concerned with political
processes. In both policy areas the evi-
dence is generally consistent with four
views: that ALP governments spend rel-
atively more than coalition govern-
ments; that ALP expenditure is more
likely to be directed to the public sector,
and coalition expenditure to the private
sector; that governments of both polit-
ical persuasions tend to move towards
their opponents’ position in budgets
immediately preceding elections; and
that, after the marked changes initia-
ted in the 1972 to 1974 period, the
parties have become increasingly
similar in expenditure terms. Apparently
there have been important differences
between the political parties in govern-
ment, but these distinctions have
become less clear-cut over recent years.

Bruce Chapman*
Research School of Social Sciences
Australian National University

Introduction

Since the early 1970s successive Aus-
tralian governments have initiated and
changed several forms of retraining and
job creation programs and varied edu-
cation expenditure. Examination of
these programs and policies reveals that
there have been both distinct differ-
ences and consistencies in approaches
between Liberal/National coalition and
ALP governments. This article is an
attempt to understand this experience
through an analysis of these similarities
and differences in approaches. Section
1 is concerned with labour market pro-
grams and Section 2 with educaticn
expenditure. A brief conclusion is pre-
sented in Section 3.

There is an artificiality in analysing
labour market programs and education
policy in the same article, as the differ-
ences between the twe areas are more
striking than the similarities. While
labour market programs have generally
been promoted by Federal govern-
ments, responsibility for education lies
also with the States; particular labour
market programs have finite lifespans,
but education expenditure is ongoing;
and labour market programs are typi-
cally targeted to disadvantaged groups,
this not being the case for education
support. The most obvious similarity is
that both areas may be considered to
increase labour skills thus implying
improved cutput and earnings potential.

For the task at hand the differences
in orientation between the policies is
not a problem. The motivation is to

*

Members of the group investigating Continuity and
Change, F. H. Gruen and P. A. Scherer in particular,
made useful comments on an earlier draft, as did
P. H. Karmel, Judy Sloan, Kevin Davis, Norm: Fisher
and an anonymous referee. None of these individ-
vals is responsible for errors of fact or analysis.
Paul Cheung provided excetlent research assist-
ance and Marti Pascall did her usual wonderful job
on the production side.

examine sewveral simple hypotheses
concerned with political processes, thus
consistent results from these examples
increase confidence in a generalisation
of the framewaork. The findings suggest
the influence of common forces oper-
ating on the direction and timing of
expenditure changes on both labour
market programs and education.

1. Labour Market Programs

Subsection 1.1 presents a chronology
of the maior programs with particular
reference to expenditure levels and
numbers of participants involved. The
justifications for program initiation and
variation are presented, as are obser-
vations on the contemporary political
factors important to their explanation.
Subsection 1.2 breaks expenditure down
into particular categories enabling the
highlighting of the major distinctions
between the two parties. A natural
delineation sxists between programs
directed tc public and private sector job
creation. £xamination of expenditure
patterns reveals the following congciu-
sions: first, ALP governments have
spent more in total on labour market
programs. Second, ALP governments
spend relatively more on public sector
job creation schemes. A third point
illustrated by the data - albeit, less con-
vincingly than the above - is that gov-
ernments of both persuasions become
more like the opposition in budgets
immediately preceding elections.
Fourth, and again, not totally convinc-
ingly, the data support Hotelling’s
oligopoly {median veter) mode! in that
over time the parties became similar to
each other in their labour market
perspectives.

A third subsection considers some
similarities between the political parties
in their appreach to labour market inter-
vention. The major point is that both
parties in government have seemingly
directed program participation to the
most disadvantaged. !ssues of equity
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are apparently important irrespective of
political persuasion, although there are
other possible interpretations of the
data.

It should be noted at the outset that
discussion does not cover several areas
that some may categorise as labour
market schemes. These include the
operation of the Commonwealth Em-
ployment Service (CES), policies con-
cerned with unemployment benefits,
and apprenticeship training schemes.
The focus is on measures to promote
employment through direct public sec-
tor job creation and wage subsidy
schemes. Such a concentration is
necessitatec by space limitations. This
is sensible since it is clear that analysis
of the major changes in direct job cre-
ation and wage subsidy schemes over
the 1972 to 1985 period necessitates
some careful documenting of evidence.
1.1 A Chrenology of Major Labour
Market Programs

It is not practical to examine in depth
the plethora of training and employment
schemes ‘ntroduced and varied by Aus-
tralian governments since 1972, It is
instructive, however, to consider broad
numericai aggregates of expenditure
and program participation. As well, sev-
eral major schemes are outstanding as
indications of gevernment philosophy
and their histories are documented
below. Table 1 presents Commonwealth
expenditure on {abour market programs.

Relative to later periods, pre-1973 gov-
ernments were not concerned with spe-
cial programs directed to the labour
market. In strict economic terms this is
not difficult either to understand or to
justify, as the labour market experience
of the previous quarter-century was
unambiguously healthy. Unemployment
rates were typically around 1.5 per cent
and inflat.on was below 3 per cent per
annum during most of this period. Stag-
flation was perhaps an interesting the-
oretical conundrum for economists, but
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of littte concern for policy makers or the
public at large.

This is not to say, however, that the
change in government approaches to
the labour market in 1973 was a rea-
soned response to expectations of bur-
geoning inflation and unemployment.
Indeed, a major part of the initial
increased expenditure on special labour
market programs is best seen as an
indication of ideological differences
between the Liberal government of Wil-
liam McMahon and the Labor govern-
ment of Gough Whitlam, a distinction
between the parties that was to become
more blurred over time.

Much of the expenditure expansion
in 1973-74 was directed to the Regional
Employment Development Scheme
(REDS), and it is through analysis of the
factors imponrtant to its initiation that
differences between the conservative
and social democratic parties are clar-
ified. REDS was the brain-child of the
then Minister for Labour, Clyde Cam-
eron. It was based on similar Canadian

Table 1 Commonwealth Government
Expenditure on Labour Market
Programs ($Million, 1980-81 Prices?

1972-73 6.8
1973-74 26.1
1974-75 291.6
1975-76 389.%
1976-77 110.6
1977-78 2253
1978-79 287.7
1979-80 205.0
1980-81 247.8
1981-82 258.4
1982-83 349.0
1983-84 673.3
Note: (@) Expenditure at current
prices deflated by the CPI.
Source: Report of the Committee of

Inquiry into Labour Market
Programs, p. 282.
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programs’ and has as its framework the
‘Swedish Model’, which in essence is
an attempt to use labour force programs
to replace relative wage changes and
unemployment as the main means for
allocating labour supplies. The main
REDS principles were:

(i) the improvement of employment
opportunities by the financing of
labour-interisive socially useful
projects in areas of excessively high
unemployment; and

(i) the placing of particular emphasis

on projects with the prospects of

continuing employment.?

The initial rationale for REDS is prob-
ably best understood as a reflection of
the view that governments can increase
social welfare through direct interven-
tion, even in periods of relatively tight
labour markets. However, the labour
market worsened considerably during
1974 and 1975, with the overall (meas-
ured) unemployment rate reaching 4.6
per cent in this second year. Because
the administrative structures of REDS
were in place, it was seen to be sensible
to use the project for direct job creation
aimed at diminishing growing unem-
ployment. Hughes interprets the expan-
sion of REDS at this time as a result of
Cabinet’s need for a ‘quick fix’ to unem-
ployment, given its concern with the
possibility of an early election. He puts
it in historical context with the obser-
vation that:

Earlier in the 1970s the Swedish econ-
omist, Assar Lindbeck had reminded
Australian academics of the old idea
of atemporary public works stimulus.

1
See B. Hughes (1980).

Bureau of Labour Market Research (BLMR} (1984a),
p- 23.
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Lindbeck had described the Swedish
practice of keeping a ‘ready shelf’ of
projects, which could be dusted off
and put into operation almost imme-
diately in a downturn. The idea had
the twin administrative merits of cer-
tain termination dates as projects
were completed and no permanent
extra public servants.®

REDS participant numbers increased
substantially over 1975. This experience
is documented in Table 2.

REDS was abandoned in the budget
of 1975. Part of the (alleged) justification
for this move was concern with the
potential inflationary effects of govern-
ment expenditure. This was manifested
in Bill Hayden’s budget speech in 1975.
He said

unless appropriate economic
measures are adopted now, ... infla-
tion could take off again from its
already high level, to a thoroughly
destructive effect. The private sector
would find it increasingly difficuit to
function with increasing business
failures, and unemployment could
rise to dramatically higher levets.
That situation can be avoided and it
was with this objective in mind that
this Budget was designed ... in fram-

3
B. Hughes (1980}, p. 100.

ing the Budget, therefore, we have
exercised the utmost restraint on gov-
ernment spending.*

This policy perspective is readily
understandable in the context of the
1974 election in which the government
came close to defeat, essentially
because of the effectiveness of a cam-
paign based on the ALP’s allegedty poor
record concerning inflation. The influ-
ence of this success was acknowledged
by Gough Whitlam in an address to the
Premiers on 7 June 1975:

Inflation must be checked, and it must
be checked decisively ... In order to
help break inflationary expectations,
we must now slow the rate of increase
in Government spending. Some phas-
ing down or deferment of some
expenditure must occur ..°

REDS was an ideal candidate for such
a phasing out, in part because it had
come to be seen as an administrative
failure, and thus a symbol of poor plan-
ning and a reflection of a naive and over-
zealous administration. The discontin-
uation of REDS may be interpreted as
an attempt by the new Treasurer to dem-

4
Budget Statement No. 1 {(1973), p. 2.

5
As reported by B. Hughes {(1980), p. 86.

Table 2 Employment on REDS Projects

Period Males Females Persons
1974  October 427 3 430
December 2374 58 2432
1975 February 9511 378 9889
April 19745 1005 20750
June 28 054 1775 29 829
July 29 984 1985 31969
August 24 981 1640 26 621
September 19 399 1204 20 603

Source: Kirby (1981).

onstrate that the government was now
a ‘responsible’ economic manager.

The National Employment and Train-
ing System (NEAT) was developed in
October 1974 and was subject to similar
forces as those influencing REDS. NEAT
was adopted in response to several
reports on overseas labour market pol-
icies, notably that of the Sharp Mission.
These reports favourably documented
international experience with active pol-
icies, which were government attempts
to improve the efficiency of the labour
market in a regime of full employment.
NEAT replaced a number of disparate
schemes and initially offered training
subsidies to individuals to assist in their
acquisition of skills.

In practice NEAT was a series of
retraining programs under which peopie
would receive a living allowance tied to
particular sectional programs, such as
the Structural Adjustment Assistance
Scheme, which was designed to com-
pensate specifically persons displaced
from their jobs by the 25 per cent tariff
cut of August 1973. NEAT, like REDS,
was instituted in a year of low unem-
ployment and was based on the
assumption that that economic regime
would continue. The number of people
who would actually seek to take part in
such schemes was therefore expected
to be quite low, and the relatively high
rate of subsidy to people on the pro-
grams was based on the assumption
that people would have to be ‘bribed’ to
take part, since they would be choosing
between the programs and some form
of employment.

But the substantial increase in unem-
ployment in the first half of 1975 put
substantial pressure on the government
to reorient the program. By June the
‘training scholarship’ aspect of NEAT
was abandoned as the growing signifi-
cance of unemployment became clear.
in October 1975 NEAT was specifically
directed to the unemployed or those
demonstrably at risk of losing their job.
Table 3 presents data on expenditure
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and numbers enrolled.

The Spacial Youth Employment Train-
ing Program (SYETP), a component of
NEAT not included in the above analy-
sis, was introduced in September 1976,
It aims to increase the employment
prospects of unemployed youth and
to this end {presently) provides an
employer wage subsidy for four months
emptoyment duration. The numbers
assisted and expenditure incurred are
shown in Tabie 4.

SYETP was initiated in response to
high and growing leveis of youth job-
lessness. The teenage unemployment
rate rose from 5.8 per cent in 1974 to
12.9 per cent in 1975, and increased a
further 1.3 percentage points in 19768
In the beginning the scheme was
designed to assist school leavers who
had been unemployed for six months or
more. Eligibility criteria were subse-
quently widened to include teenagers
who had been unemployed for longer
than four months.

6
B. J. Chapman and F. H. Gruen (1984), p. 17.

Table 3 NEAT Expenditure and

Approvals
Year Expenditure  Approvals
{$million,
1980-81 prices?)
1974-75 54.9 18 650
1975-76 63.6 10 650
1976-77 33.9 24 660
1977-78 445 37 800
1978-79 38.0 27 300
1979-80 25.8 21 900
1980-81 11.5 17 200
1981-82 0 0
Note: (a) Expenditure at current
orices deflated by the CPI.
Source: Report of the Committee of

Inquiry into Labour Market
Programs, p. 281 and p. 283.
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Table 4 Expenditure and Numbers
Assisted on SYETP

Year Expenditure Numbers
(3million, assisted
1980-81 prices?
1976-77 94 9590
1977-78 61.4 66 000
1978-79 99.5 66 331
1979-80 269 44 300
1980-81 413 65 309
1981-82 438.6 51696
1982-83 51.7 66 266
1983-84 91.3 87 582
Note: (@ Expenditure at current
prices deflated by the CPI.
Source: Report of the Committee of

Inquiry into Labour Market
Programs, p. 281 and p. 283.

SYETP was the first wage subsidy
scheme introduced in Australia. It is
probably accurate to explain its incep-
tion in both pragmatic and ideological
terms. The conservative government
needed to be seen to be concerned with
burgeoning youth unemployment but, at
the same time, there were perceived
politicat risks associated with direct job
creation procgrams {(as experience with
REDS had demonstrated). Youth-ori-
ented wage subsidies accomplished the
twin goals of targeted employment
assistance and private sector support.

As unemployment rates fell in 1979
the government reduced both the sub-
sidy and the subsidy period, and issued
an explicit policy and guideline to the
effect that employers, to qualify, were
expected to take people betow their nor-
mal hiring standards. These restrictions
were removed in August 1982 as teen-
age unemployment increased to 18.0 per
cent from 15.8 per cent in 1981. The
outgoing government introduced the
adult wage subsidy scheme in 1983
partly in response to the substantial
overall worsening of the labour market
after 1981 (the total unemployment rate
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increased from 5.6 per cent in 1981 to
9.9 per cent in 1983).” The incoming gov-
ernment made no moves to discontinue
the wage subsidy schemes, and partic-
ipation and expenditure continued to
expand rapidly through 1984.

A fourth initiative to be considered is
the Wage Pause Program (WPP), intro-
duced in January 1983. This is a scheme
of the direct job creation genre, the first
in operation since the demise of REDS.
WFP was designed to increase employ-
ment, particularly of targeted groups,
and operated through the Common-
wealth transferring to the States
expenditure savings (up to $300 million)
that came as a result of the wage pause
of late 1982. The scheme ran from Feb-
ruary 1983 to June 1984. Table 5 pre-
sents data illustrating expenditure and
number of jobs resuiting from WPP.

WPP is best understood in terms of
the political environment of the period
of its initiation. Given an impending
election and the (perceived) failure of
the Liberal’s inflation policy, it was
important for the government to insti-
tute its wage pause policy, a not insig-
nificant task given that four of the States
had Labor governments. The transferral
of large resources to the States is of

7
B. J. Chapman and F. H. Gruen (1984), p. 17.

Table 5 Expenditure and Numbers
Assisted on WPP

Year Expenditure Numbers

($million, assisted
1980-81 prices?)

1982-83 80.3 3532

1983-84 76.8 17129
Note: (@) Expenditure at current
prices deflated by the CP!.
Source: Report of the Committee of

Inquiry into Labour Market
Programs, p. 281 and p. 283.
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substantial importance in understand-
ing their acceptance of a proposal which
effectively guaranteed real wage
decreases to workers.

Of interest vis-a-visWPP is that it was
the first direct job creation scheme
adopted since the election of the Fraser
Government in 1975. It represents a
marked turnaround in the position
espoused by Ministers of Labour (or
their equivalents in departmentat terms)
over the 1975 to 1983 period. The fol-
lowing ministerial quotes reflect the
unequivocation of Messrs Street, Viner
and Macphee® respectively, on this
issue:

[public sector job creation] would
necessitate very considerable addi-
tional public expenditure that would
have to be provided by reduced
expenditure elsewhere, increased
taxation or an increased deficit.
Obviously such action at this time
would worsen the prospects for eco-
nomic recovery and increased job
opportunities. It might well increase,
rather than decrease, unemployment.
(The Hon. A. A. Street, Minister for
Empioyment and Industrial Relations,
House of Representatives, 14 Sep-
tember 1977)

[public sector job creation schemes]
do nothing but waste taxpayers’
money on very temporary and illusory
solutions ... they are nothing but
‘band-aid’ approaches and have never
operated effectively here or overseas.
(The Hon. lan Viner, Minister for
Employment and Youth Affairs, 24
August 1979)

The government has not supported
the introduction of large-scale job
creation schemes because the sub-
stantial expenditure required in rela-

8
As reported in BLMR (1984b).

tion to the limited employment effects
are not consistent with Budgetary
objectives. Firm restraint of govern-
ment expenditure is required if infla-
tion is to be controlled and the
conditions for healthy private sector
growth created.

(The Hon. lan Macphee, Minister for
Employment and Industrial Relations,
response to Ministerial Correspond-
ence, October 1982)

In part these attitudes - and their ulti-
mate abandonment - reflect the influ-
ence of the Treasury in the formulation
of economic policy. Treasury Secretary
John Stone was consistently a strong
advocate of fiscal conservatism and of
the desirability of governmental non-
involvement in the labour market.®
Changes in the policy stance in early
1983 probably reflect to some extent
growing dissatisfaction in the govern-
ment with his department’s advice.

The fifth and final program of interest
is the Community Employment Program
(CEP), launched by the ALP government
in August 1983. Table 6 documents
expenditure and numbers assisted.

CEP is a direct job creation project in

9
For evidence on these issues see B. Hughes (1980)
and J. Stone (1981).

Table 6 Expenditure and Numbers
Assisted on CEP

Year Real expenditure Numbers
($million, assisted
1980-81 prices?)

1983-84 216.9 28 400

1984-85° 290.8 42 000
Notes: (a) Expenditure at current
prices deflated by the CP1.

(b) Estimated.

Source: Report of the Committee of

Inquiry into Labour Market
Programs, p. 278.

the traditional mould. Jobs are provided
for between thirteen and fifty-two weeks
and are available for the long-term
unemployed and other groups assumed
to be disadvantaged, in particular
women and Aboriginals. It is explaina-
ble in terms of the ALP government’s
Prices and Incomes Accord and the seri-
ousness of the 1983 unemployment
situation. The government initiated the
scheme as part of the Accord, a move
which probably reflects in part the per-
ceived need to gain ACTU support for
wage restraint. The union movement’s
interest in direct job creation schemes
had been made clear by its approach to
the Summit Conference of 7 July 1982,
and in its response to the 1982 budget.
At those times the ACTU offered to for-
ego reductions in direct taxes for
increased job creation expenditure.™

1.2 Expenditure Analysis

Analysis of the labour market schemes
above is assisted considerably by mak-
ing the following distinction between
programs: those that create public sec-
toremployment, and those that promote
private sector growth. The first cate-
gory, direct job creation, includes REDS,
WPP and CEP, while the second is made
up of wage subsidy schemes, princi-
pally SYETP and its expansion into adult
wage subsidies. NEAT is difficult to
categorise into either of the above and
is best understood as a government
subsidy for genera! training invest-
ments for the unemployed. Given that
it fits uneasily into this dichotomy,
specific analysis of this program is not
undertaken further.

Table 7 is useful in understanding
several major themes. It shows govern-
ment expenditure in the above cate-
gories over 1972 to 1985. The data of

10

ACTU Media Release, 'ACTU Executive Resolution
on the Economy and Wages Policy’, 30 November
1982, as reported in BLMR (1984b).
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Table 7 are categorised in a number of
ways, and are presented in Table 8.

It is important to note that there is an
arbitrariness associated with the organ-
isation of tha data presented in Table
8. This is particularly the case with
regard to the definition of election-year
and non-election-year budgets. Because
of the time lags involved in winding up
and instituting programs, it is assumed
that the expenditure incurred in finan-
cial year x is a consequence of budg-
etary decisions announced in financial
year (x-1). This implies that, for the ALP,
expenditure in years 1974-75 and 1976-
77 was the consesquence of ‘election-
year’ budgets, those brought down for
the financial year immediately preced-
ing an election, assumed to be ex-
pected." Thus it is assumed that the
ALP expected elections in the years fol-
lowing August 1973 and August 1975
and made expenditure plan announce-
ments accordingly which are assumed
to have come into fruition in the follow-
ing financial years. For the Liberal/
National Party coalition, expenditure
realised in 1973-74, 1978-79, 1981-82 and
1983-84 is assumed to be the conse-
quence of budgets brought down in
1972,1977, 1930 and 1982, years in which
it is assumad that elections were
expected to immediately follow. !mpor-
tantly, the analysis was repeated
assuming no lags. The results were even
more supportive of the basic hypotheses
than those reported below,

In several cases the above rule vis-a-
vis expenditure timing is easy to justify.
The discontinuation of REDS was
announced in the 1975 budget speech
but ongoing commitments implied that
expenditure on the program was sub-
stantial in 1¢75-76 but completed in
1976-77. Similarly, WPP expenditure

11

It is debatabie that the ALP expected the election
ot 1975. Hughes (1880) argues that the 1975 budget
was formed with this possibility in mind, and his
assessment has been accepted for the analysis here.
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continued well after the change in gov-
ernment in March 1983. On the other
hand, SYETP expenditures began soon
after the announcement of the program
and thus, at least at the beginning of
the scheme, some inaccuracy exists in
the categorisation of election-year and
non-election-year budgets.

Two further caveats apply to the con-
clusions documented below. First,
because elections occurred in different
months of the relevant years there is
some arbitrariness in the timing
assumed to be associated with the defi-
nition of election-year budgets. Second,
using the method explained above
results in there being only two ALP
budgets in each classification, and it is
thus dubious to draw strong inferences
from results in this area. With these
qualifications in mind it is interesting
to note several generalisations from the
data of Tables 7 and 8.

The most obvious conclusion is that
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ALP governments have tended to spend
more in total per annum on labour mar-
ket programs than have coalition gov-
ernments, a point that is particularly true
for the 1870s. This observation cannot
be explained by the unemployment
experience of the regimes, as the total
unemployment rate averaged 5.54 per
cent in ALP governed years, and 5.39
per cent in coalition governed years. The
evidence is consistent with the view that
the ALP, relatively and significantly,
favoured government intervention in the
labour market. This implies that the cat-
egories ‘social democrat’ and ‘conserva-
tive’ had some meaning in the tabour
market program context.

Further, ALP governments have rela-
tively favoured labour market programs
of the direct job creation variety (ALP
expenditure on direct job creation aver-
aging $145.6 million compared with
$47.6 million for the coalition). This is
indisputably true for the 1970s but is

Table 7 Commonwealth Government Expenditure on Labour Market Programs

0} (n () (v)
Year Direct job Wage Total () as per cent
creation subsidy of ()
schemes schemes
($million 1980-81 prices?)
1972-73 0 0
1973-74 0 0
1974-75 107.71 0 107.71 100.00
1975-76 189.0 0 189.02 100.00
1976-77 0.69 9.08 9.77 7.60
1977-78 0 60.00 60.00 0
1978-79 0 98.36 98.36 0
1979-80 0 26.72 26.72 0
1980-81 0 40.66 40.66 0
1981-82 0 47.41 47 .41 0
1982-83 78.52 50.81 129.33 60.71
1983-84 235.55 106.08 341.63 68.95
1984-85° 315.81 104.08 419.89 75.21
Notes: (a) Expenditure at current prices deflated by the CPI.
(b) Estimated.

Source: Report of the Committee of Inquiry into Labour Market Programs,

pp. 281-2,
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also the case under the leadership of R.
J. Hawke where direct job creation pro-
gram expenditure has exceeded wage
subsidy expenditure by more than three
to one.

The opposite is true for coalition gov-
ernments, but it should be noted that
the last years of the Fraser administra-
tion were characterised by amarked (ret-
ative to earlier years) swing towards
direct job creation expenditure as acon-
sequence of the wage pause program.
The early period of the Fraser Govern-
ment was clearly one of rejection of
direct job creation initiatives, evidenced
by both the data and the quotes from
the relevant Ministers as documented
in Subsection 1.1.

A third point apparent from the data
is the following. Over time since the
institution of the first labour market
schemes, a curious thing has happened.

Both parties have increasingly en-
dorsed, through action, the early posi-
tion of their political opponents. At the
outset the ALP showed no interest in
subsidising private industry employ-
ment, but recent approaches have
reflected an increased sympathy for
such policy. This is manifested in the
confirmation and expansion of wage
subsidy schemes. Similarly, until the
early 1980s, the coalition rejected job
creation in the public sector as a means
of combating increased unemployment,
but the large expenditure involved in the
wage pause program suggests a soft-
ening of this stance.

A fourth generalisation is that both
parties have more closely resembled
their opposition in terms of labour mar-
ket programs when elections were
close. This is reflected in the data of
Table 8. On average, ALP governments

Table 8 Government Expenditure on Labour Market Programs by Political
Party, 1972 to 1985 ($Million, 1980-81 Prices)

ALP Liberal/National

Average annual total
expenditure

173.86 101.35

Average annual expenditure
on direct job creation

145.57 47.61

Average annual expenditure
on wage subsidy schemes

28.29 53.74

(Average annual election-year
budget total expenditure)

{Average annual non-glection-
year budget total expenditure)

minus

—~245.72 74.41

(Average annual election-year
budget direct job creation
expenditure)

(Average annual non-election-
year budget direct job
creation expenditure)

minus

-198.21 55.96

{Average annual election-year
budget wage subsidy schemes
expenditure)

(Average annual non-election-
year budget wage subsidy
schemes expenditure)

minus

— 4750 18.44

Copyright © 2001. All Rights Reseved.

have had lower overall job creation
expenditure by $246 million in election-
year budgets relative to non-election-
year budgets. The coalition has in-
creased such expenditure in election-
year budgets, relative to non-election-
year budgets, on average by $74.5 mil-
lion.”? Further, ALP governments have
substantially decreased direct job cre-
ation expenditure in election-year budg-
ets relative to such expenditure in non-
election-year budgets. The coalition has
increased direct job creation expendi-
ture in election-year budgets relative to
others. The results are less convincing
for both parties with regard to wage sub-
sidy schemes."

As specific examples supporting the
above generalisation the following are
instructive. First, the ALP discontinued
its direct job creation program in the
budget preceding the 1975 election.
Second, the coalition apparently moved
to expand its labour market schemes in
the budgets before the 1977 and, to a
lesser extent, the 1980, elections, reac-
tions which are not easily explainable
by changes in unemployment. Third, and
most dramatically given the statements
of Ministers to the contrary, the coali-
tion adopted the largest direct job cre-
ation program in Australian history

12

A caveat to the interpretation of these data has been
raised by Kevin Davis. The statistics vis-a-vis direct
job creatiocn expansion are somewhat consistent
with an alternative hypothesis: for both political par-
ties in government expansions of direct job creation
have followed large increases in the unemployment
rate. It is thus possible for this variable that the
framework employed is a less convincing expla-
nation of events. This qualification does not apply
generally.

13

As noted in the text, the analysis was repeated
assuming no lags between budget announcements
and labour market program expenditures. The results
were completely consistent with those reported
here, with an additional finding supporting the basic
hypothesis concerning wage subsidy schemes. This
allows confidence in the results of the framework
adopted. Judy Sloan encouraged this extension of
the analysis.



before the 1983 election. The Hawke
administration reinforced the trend of
movement towards its opponent’s posi-
tion by continuing SYETP and its expan-
sion to include the adult unemployed.

The evidence cited in the last two
generalisations made above supports
Hotelling’s modlel of oligopoly. This
model predicts that over time - in a two
party system - political opponents react
in such @ way as to capture the middle
ground. That is, in this example, the ALP
would be pradicted to move away from
the more leftist early position of public
sector job creation to a mix of direct job
creation and wage subsidy schemes;
and the coalition would be predicted to
move away from the rightist position of
minimal direct labour market interven-
tion, and this of the wage subsidy
variety only, to greater intervention char-
acterised by an increased reliance on
direct job creation.

Importantly, the data do not strongly
support the notion that policy initiatives
were consistent with accepted eco-
nomic theory as apptied to labour mar-
ket schemes. Such analyses typically
justify bath direct job creation and wage
subsidy policies as attempts to de-
crease ti~e non-accelerating inflation
rate of unemployment (NAIRU) or, to use
amore normative term, the natura! rate."
The essence of these models is that a
given increase in employment is asso-
ciated with relatively low inflationary
consequences if it is targeted at groups
with relatively flat short-run Phillips
curves. ltis true that in several instances
labour market expenditure increased as
the economy deteriorated and that pro-
grams were typically directed to those
with particularly long unemployment
duration. But given that theory is ambig-
uous as tc the relative efficacy of direct
job creation and wage subsidy schemes
in reducing the NAIRU, the Table 7 and

14
For theoreticad modelling of these relationships, sse
M. N. Baily and J. Tobin (1977).
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Table 8 evidence of changes in the com-
position of expenditure is more easity
understandable in the broad political
terms outlined above than it is in an
economic theory framework.

1.3 Similarities Between Partigs in
Labour Market Policy

Both political parties in government
have favoured labour market schemes
characterised by one major feature. This
is that they have been targeted to groups
generally considered to be disadvan-
taged in the labour market, the most
obvious of these being persons with
long unemployment duration. This point
is substantiated by the information pre-
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sented in Table 9.

Table 9 supports the contention that
direct job creation and wage subsidy
schemes have been directed to the dis-
advantaged. There are two major rea-
sons for such targeting. These are first,
to maximise employment creation per
doltar of fiscal expansion, a strategy
referred to in the United States literature
as creating the largest bang per buck.'®
Second, considerations of equity are
apparently important. Both points are
dealt with below.

15
See, for example, B. H. Haveman and J. L. Palmer
(1982).

Table 9 Labour Market Programs: Eligibility Criteria

Program Eligibility criteria Special emphasis
given to:
REDS 1. Registered for employment 1. Areas of high
with the CES unemployment
2. Women
3. Aboriginals
NEAT 1. For occupations in demand
(eventually} 2. Unemployed
SYETP 1. Teenagers
(initially} 2. Unemployment duration

greater than four months

-

(eventually) 1. Aged 18 to 24

N

in last twelve months

. Unemployed eight months

WPP 1. Young unemployed 1. Longer-term unempioyed
2. Older unemployed and 2. Disabled
disadvantaged (numbers in 3. Migrants with language
(1) to equal numbers in (2)) difficulties
3. Equal numbers of males 4. Aboriginals
and females
CEP 1. Registered for employment . Longer-term unemployed

with the CES

2. Unemployment duration

1
2. Disabled
3. Aboriginals

greater than three months

Sources: BL.MR (1984a); BLMR (1984b;}; Scherer (1984); Prices and Incomes Policy,
A Report issued by the Advisory Committee on Prices and Incomes,
December 1984; Report of the Committee of Inquiry into Labour Market

Programs, 1985.
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Targeting is relevant to bang per buck
considerations because of the potential
for greater employment multipliers
associated with this strategy than is the
case for general fiscal expansion. This
is because of the following reasons.
First, it is likely that a greater proportion
of targeted schemes expenditure is
directly on employment, rather than on
capital or raw materials. Secondly, pro-
grams can be directed to groups with
relatively high marginal propensities to
consume (a possibility that is more likely
for disadvantaged groups because of
borrowing constraints). Thirdly, if tar-
geted groups are currently receiving
government transfers, for example
unemployment benefits, the resulting
dollar increase in the deficit will be less
because of the offsetting decrease in
the transfer. Thus, relative to untargeted
schemes, targeted schemes can create
greater employment for each dollar
increase in the deficit.

Redistributive goals would result in
similar targeting as bang per buck con-
siderations. This is most obvious in pro-
grams relatively emphasising Aboriginal
participation, but is also clear with
regard to the long-term unemployed.
Longer-term benefits exist for this last
category if the schemes reverse the
process of skill atrophy. Such human
capital depreciation implies that over
time the unemployed face lower prob-
abilities of finding jobs, partly as a con-
sequence of changes in both their
attitudes to employment and, perhaps
independently, employers’ perceptions
of such.

It is extremely difficult to distinguish
bang per buck from equity motivations
in the design and implementation of
Australian labour market programs.
Stated objectives from both parties
emphasise the redistributive goal, but
the data do not allow a clear separation
of rhetoric from reality. What is clear is
that the orientation of schemes has
been similar for ALP and coalition
governments.

2.  Education Expenditure

The framework adopted in Section 1 may
now be used in a similar analysis of
education policy and expenditure. The
results are likely to be less clear-cut
than those reported for labour market
programs, simply because governments
have less discretionary power in the area
of education. It is not feasible, to use
an extreme example, for a government
to phase out public sector schools.
Nevertheless, governments obviously
do have choices to make concerning
both expenditure levels and com-
position.

The approach adopted is very simple.
Little attention is directed to ministerial
pronouncements of policy, and, argua-
bly, this absence of attention to detai
misses important facets of policy
change over the 1971 to 1985 period.™
The analysis instead is motivated by an
interest in the following questions. First,
have ALP and coalition governments dif-
fered in their willingness to finance edu-
cation generally? Second, have there
been composition differences in edu-
cation expenditure practiced by the two
governments consistent with a social
democratic/conservative dichotomy?
Third, do governments make education
expenditure decisions more similar to
those of the opposition in budgets
immediately preceding elections than is
the case for non-election-year budgets?
Finally, have the governments become
increasingly similar in both expenditure
levels and composition over the course
of the period, as predicted by the median
voter theory and as seems to be the
case regarding labour market programs?

The analysis is deficient in several
obvious ways. First, it is very aggre-
gated and consequently misses some
important decompositions. In particu-

16
For an exposition of political influences on edu-
cation policy see K. G. Mortensen (1385).

lar, no distinction is made between cap-
ital and recurrent expenditures, a
potentially important omission because
of the significant changes in the pro-
portion of total expenditures allocated
to these categories over the period."”
Secondly, and also related to aggrega-
tion, no decomposition of tertiary edu-
cation expenditure is undertaken even
though the parties in government may
have had different attitudes to univers-
ities, CAEs and TAFEs, for example.
Thirdly, the consequences of changes
in Federal government education ex-
penditure for State and private expend-
iture levels have not been addressed.
The existence of these interrelation-
ships'® implies that changes in Federal
government outlays should not be taken
as indicators of changing overall
expenditure. If States varied their
expenditure inversely with the Com-
monwealth the effects of changes are
lowered. But given that the motivation
is to investigate Federal government
attitudes and political responses, and
not the effect of policies, ignoring
States’ reaction is not an important
weakness of the approach. With these
issues in mind it is now useful to docu-
ment the organisation of the remainder
of this section.

Subsection 2.1 presents a brief over-
view of recent government approaches
to education, and analyses aggregate
data designed to answer the first two
questions. Subsection 2.2 breaks down
annual education expenditure into par-
ticular categories to facilitate investi-
gation of the third question. It is argued
that a useful, albeit simple, distinction
may be made to identify possible
ideological differences between the

17

For example, in 1974-75 21 per cent of total expend-
iture was devoted to capital expenditure, but in 1982-
83 this figure was only 7 per cent.

18
See R. A. Williams (1984).
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parties. Tre distinction is that of
expenditures directed to government
relative to non-government schools. This
subsection also offers some comments
on the applicability or otherwise of the
median voter model in the education
policy area.

Subsecticn 2.3 draws some conclu-
sions. it is noted that recognisable dif-
ferences have existed between the
parties. In particular, the aevidence is
consistent with the view that ALP gov-
ernments spend relatively more on
education and relatively support govern-
ment schools, that both parties are less
tikely to make extremist positional
changes in slection-year budgets, and
that the parties have apparently become
increasingly similar over time after the
significant changes witnessed in the
early part of the Whitlam era.

2.1 An Analysis of Aggregate
Education Expenditure

As noted, tha scope for federal govern-
ments to radically change expenditure
on educatior: is far more limited than is
the case for labour market programs.
Thus it is seasible to examine changes
in the direction of expenditure, as well
as levels, as indications of philosophi-
cal positions. Both approaches are used
in ensuing analysis.

In this subsection aggregate Federal
government education expenditures
{(inciuding grants to the States) are
examined. The data are derived from
Budget Statements 1971-72 to 1984-85,
and do not include general administra-
tive expenditure or educational outlays
on specizl groups, such as Aboriginals
or Isolated Children. It is highly likely
that inclusicn of these categories of
education expenditure would reinforce
rather than reverse the conclusions.
Table 10 documents overall Common-
wealth expenditure on education and
rates of change.

it is usefui to put these data in some-
what of an historical context. The Bun-
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tine Oration delivered by Professor P.
H. Karmel in 1962 is seen by Blandy ef
al. as a major influence to increased
education expenditure over the 1960s
and early 1970s. Demographic factors
were important in determining overall
outlays, but much of the increase over
this period may be understood as an
attempt by the Liberal government to
expand the quality of resources, as
recommended by Karmel. Importantly,
this occurred in a period when increased
involvement of the public sector was
viewed with little trepidation.

However, as is obvious from Table 10,
the substantial increase in expenditure
in both 1973-74 and 1974-75 is unlikely
to be explained by reference to either
demography or a straightforward con-
tinuation of trends endorsed by the
McMahon Government. The simple real-
ity is that the Whitlam administration

Table 10 Annual Total Federal
Education Expenditure®
($Million, 1980-81 Prices)

Year Total Percentage
outlay increase over
previous year
1971-72 887.9

1972.73 1071.7 18.76
1973-74 1838.8 52.73
1974-75 3067.2 50.09
1975-76 30024 —2.14
1976-77 3085.2 2.74
1977-78 3070.1 -0.51
1978-79 3043.4 -0.87
1979-80 2885.9 -5.31
1980-81 2930.5 1.63
1981-82 30258 3.20
1982-83 30184 —-0.24
1983-84 31043 281
1984-85° 3343.4 7.42

Notes: (a) Expenditure at current

prices deflated by the CPi.

(b} Estimated.
Source: Budget Papers, 1971-72 to

1984-85.
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saw itself as a socially reformist gov-
ernment, and an obvious place to start
was with education. Thus Treasurer
Crean, probably with pride, said in the
1973-74 budget speech: ‘For this Gov-
ernment, education is a top priority - it
constitutes the fastest growing com-
ponent of the Budget’.'®

The extent of the changes suggested
in Table 10, of about 50 per cent in each
of 1973-74 and 1974-75, is an exagger-
ation of the actual increase in education
expenditure. This is because some part
of the increase - somewhat less than
half - is attributable to the Federal gov-
ernment assuming financial responsi-
bility from the States for tertiary
education. This aspect is best under-
stood in the context of increased cen-
tralism rather than as an endorsement
of education expznditure expansion per
se. However, even given this transfer, it
is clear that the Whitlam administration
greatly increased the level of resources
allocated to education.

A second point obvious from Table
10 is that the incoming Fraser Govern-
ment essentially maintained the level of
aggregate expenditure inherited, there
being about a 2 per cent fall in real out-
lays over its eight year existence. In
per student terms this represents an
average decline - given an increase of
about 11.6 per cent in student numbers
in this period. The data suggest that
the Karmel era ended in 1975, as fiscal
conservatism became the overriding
concern.

The Hawke Government increased
outlays over the inherited level. But it
is clear from the data that the rate of
change adopted was considerably more
cautious than that undertaken by the
earlier ALP government.

In the 1971 to 1985 period ALP Fed-
eral governments averaged, in real 1980-
81 dollars, an annual total educational

19
Budget Speech 197374, p. 5.
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expenditure of $2 871.22 million. The
corresponding figure for the coalition
was $2 657.73 million, which is 7.72 per
cent lower than that for the ALP, even
though student numbers were on aver-
age about the same for both parties.”
While this is an extremely simple com-
parison paying no attention to factors
such as States’ expenditure and gov-
ernment-non-government relative ex-
penditures of capital and recurrent out-
lays, it does, nevertheless, indicate what
is perhaps obvious: ALP governments
have been more willing to outlay
resources on education than have coa-
lition governments.

Analysis of differences between the
parties in education policy is clarified
by considering the composition of gov-
ernment schools expenditure. It is clear
that the ALP and coalition parties have
adopted different stances to the allo-
cation of resources to government and
non-government schools. The ALP, for
example, attempted to establish the dif-
ference between the parties in its 1982
Platform, Constitution and Rules, by
noting that:

in making its recommendations, the
Schools Commission will have regard
to the requirement that Common-
wealth funds be available only to
those non-government schools whose
total private and public resources do
not exceed the resources of compa-
rable government schools. (p. 51)

This statement implicitly reinforces
Australian political folklore that coali-
tion governments are relatively more
likely to support non-government
schools, the opposite being the case for
ALP governments. This is a similar dis-
tinction to that made in Section 1
between expenditures on direct job cre-

20

The average total number of all types of students
per year was 4 036 069 under coalition governments
and 4 064 151 under ALP governments.

ation programs and wage subsidy
schemes, implying as it does that ALP
governments relatively favour the public
sector. However, in the education
sphere the distinction is somewhat arti-
ficial, because of the importance of the
Catholic constituency to the ALP. A
richer analysis would further decom-
pose government expenditure on pri-
vate schools. Given this caveat some
insights into the usefulness of the pub-
lic-private dichctomy are available from
Table 11.

These data reveal, from columns {1},
(In and (1), the following. First, there
were substantial absolute and relative
increases in Commonwealth expendi-
ture on government schools from 1972
73 to 1974-75. Second, while Common-
wealth expenditure on government
schools fell from 1975-76 to 1982-83,
there was a concomitant increase
in expenditure on non-government
schools. Third, this trend was reversed

slightly from 1982-83 to 1984-85. Fourth,
from column {IV), it is clear that ALP
governments relatively increased the
rate of growth of government schools
to non-government schoois expendi-
ture, the opposite being true for coali-
tion governments. These observations
are broadly consistent with expecta-
tions, and are highlighted in the data
presented in Table 12.

The averages presented in Table 12
suggest that ALP governments, relative
to coalition governments, spent more
on both government and non-govern-
ment schools, and relatively more
on government than non-government
schools. They also demonstrate clearly
that the ratio of government to non-gov-
ernment schools expenditure consid-
erably expands and contracts under ALP
and coalition governments respectively.
That is, the average annual rate of
growth of the government/non-govern-
ment schools expenditure ratio was

Table 11 Commonwealth Government Expenditure® on Government and
Non-Government Schools ($Million, 1980-81 Prices)

Q) (i nm (V)
Year Government Non-government (I Change in
schools schools (WA
(per cent)
1971-72 1415 83.6 1.69
1972-73 152.3 124.2 1.22 -16.15
1973-74 307.9 159.1 1.93 45.08
1974-75 744.2 255.0 292 40.82
1975-76 770.6 264.2 2.92 0
1976-77 670.0 289.7 2.31 —23.33
1977-78 683.4 3115 2.19 ~533
1978-79 637.3 334.5 1.90 —14.18
1979-80 538.9 338.0 1.59 —-17.77
1980-81 527.2 382.5 1.37 —14.86
1981-82 541.8 444 1 1.22 -11.58
1982-83 547 .4 511.0 1.07 —13.10
1983-84 561.7 534.4 1.05 --1.89
1084-85° 593.9 536.8 1.11 5.56
Notes: (a) Expenditure at current prices deflated by the CPL.

(b) Estimated.

Source: Budget Papers, 1971-72 to 1984-85.
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about 18 per cent under the ALP and
—14.5 per cent under the coalition.

2.2 The Relevance toc Education
Policy of Elections

The second major aspect examined in
education policy concerns the rele-
vance of impending elections to both
the tevels and composition of expend-
ture. For purposes of analysis, the
election/non-election-year breakdown
adopted in Section 1 is used below.
That is, the budgets of 1972-73, 1973-74,
1975-76, 1977-78, 1980-81 and 1984-85 are
assumed 1o be pre-election year. The
major difference in the approach
adopted here compared to Section 1 is
that no lags are assumed to be opera-
tive. To use a clarifying example, edu-
cational expenditure realised in 1972-73
is assumed to be the result of the edu-
cation policy of the government insti-
tuting the 1972-73 budget. Whilst this is
uncontroversial, the inconsistency with
the approach used and justified for
labour market programs in Section 1
warrants recognition. Some major
aggregates are documented in Table 13.

The data of Table 13 should be inter-
preted as follows. First, on average
ALP governments increased education
expenditure by a significantly greater
amount than did coalition governments.
Second, the ALP was more likely to
increase education expenditure in non-
election-year budgets than was the case
for election-year budgets. Third, and on
the other hand, coalition governments
were more likely to increase education
expenditure in election-year budgets
than in non-election-year budgets. Elec-
tions have apparently encouraged hoth
parties to appear more similar than usual
to their opposition.

It is appropriate to note several cave-
ats to the above conclusions. One is
that the resuits concerning the coalition
are substantially influenced by a par-
ticular budget, that of the McMahon
Government immediately preceding the
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1972 election. Excluding this data point,
the coalition election-year budget in-
crease is reduced to 0.26 per cent per
annum, which is only slightly greater
than the coalition non-election-year
budget annual average increase of
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—0.06 per cent.

A second point worth noting is that
the averages hide the marked differ-
ences between the Whittam and Hawke
years. For the former, the one non-elec-
tion-year rate of expenditure growth was

Table 12 Average Annual Commonwealth Government Expenditure on
Government and Non-Government Schools by Political Party, 1971 to 1985
($Million, 1980-81 Prices)

ALP Liberal/National

1. Average annua! expenditure

on government schools 595.7 493.3
2. Average annual expenditure

on non-government schools 349.6 313.2
3. (W2 1.70 1.58
4. Average rate of growth of

(3) (per cent) whilst in

government 17.91 ~14.54

Table 13 Changes in Commonwealth Real Education Expenditure Over
Frevious Year by Political Party, 1971 to 1985 (Per Cent)

ALP Liberal/National
1. Annual average 22.18 2.41
2. Annual average
election-year budgets 19.14 489
3. Annual average
non-election-year budgets 26.45 ~0.06
4.2 -3 -7.31 4.95

Table 14 Changes in the Composition of Commonwealth Government
Schools Expenditure 1971 to 1985

ALP Liberal/National
1. Average annual rate of 16.88 —~12.36
growth of G/NG? in
election-year budgets
2. Average annual rate of 19.47 -16.72
growth of G/NG in non-
etection-year budgets
3. - @ -259 4.36
Note: {(a8) G/ING = ratio of government expenditure on government schools to

government expenditure on non-government schools.
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50.02 per cent, and election-year rates
of change averaged 25.30 per cent. How-
ever, for the Hawke administration, the
essential hypothesis does not hold as
the respective figures are 2.81 and 7.42
per cent. Further, this government is
clearly much more in the mould of a
‘steady-as-she-goes’ approach than was
the case for its ALP predecessor.

The information presented in Table 11
categorising compositional expenditure
into election and non-election-year
budgets may also be used in this anal-
ysis. These data, derived from column
{IV) of the table, are presented in Table
14,

These numbers show, for example,
that in election-year budgets the ALP
increased the ratio of government
expenditure on government schools to
government expenditure on non-govern-
ment schools by 16.88 per cent on aver-
age. In non-election-year budgets the
ALP increased this ratio by 19.47 per
cent on average.

The results of Table 14 demonstrate
that both political parties in government
have pursued their ideological goals
with more vigour in non-election-year
budgets. In budgets immediately pre-
ceding an election, compared to other
budgets, the ALP decreased its relative
expansion of expenditure on govern-
ment schools. The coalition, on the
other hand, decreased its relative
expansion of expenditure on non-gov-
ernment schools in election-year budg-
ets compared to non-election-year
budgets. Apparently etections encour-
aged both political parties to be more
restrained in promoting ideology
through compositional changes in
expenditure on schools.

The fourth question posed, that of the
relevance of the median voter model to
Australian education policy, is difficult
to address for two reasons. These are,
one, that the available information is
scarce, and two, because governments
were involved in education financing

before the early 1970s the conceptual
basis of the mode! is somewhat limited.
This second issue is not necessarily
overriding if the marked changes insti-
tuted in 1973-74 constitute a new per-
spective on education policy. Given the
above there are indications of the valid-
ity of the model which may be sum-
marised as follows.

A first observation is that the Fraser
administration chose, essentially, to
maintain the inherited levels of educa-
tion expenditure (albeit these were
reduced in per student terms). Further,
the financial responsibility for tertiary
education remained with the Federal
government, and tertiary fees were not
reintroduced.

Secondly, while the Hawke Govern-
ment increased expenditure on educa-
tion, it clearly did sc in a much more
circumspect way than did the Whitlam
Government expand resources over the
McMahon levels. On the compositional
issue, the comparisons are equally strik-
ing. The ALP increased the ratio of gov-
ernment to non-government schools
expenditure from 1.22 to 2.92 in the
period 1972-73 to 1974-75. In a similar
time span the Hawke Government
changed the inherited ratic of 1.07 to
only 1.11.

The caution implied in the actions of
the Hawke period sits comfortably with
the median voter model. The evidence
is that, even if fundamental ideological
distinctions remain between the par-
ties, they are much less visible in the
contemporary political environment
than they were a decade ago.

23 Conclusions on Education Policy
Using aggregated data and several sim-
ple conceptual bases, the above analy-
sis addressed four hypotheses con-
cerning education expenditure. Aimost
no attention was paid to institutional or
contemporary potlitical events, an
approach which is justified in part given

the discussion of these issues in Sec-
tion 1. The data clearly support the view
that the trends discerned in labour mar-
ket programs were also evident in edu-
cation policy.

The first hypothesis was that ALP
Federal governments spent more on
education than did coalition govern-
ments. The aggregate data are consist-
ent with this view. Given the relative
aggregate austerity of the Fraser Gov-
ernment and the approximately equiv-
alent average levetls in student numbers,
an examination of per student outlays
is unlikely to change this conciusion.

Second, it was suggested that a sim-
ple ideological distinction between the
parties concerns their relative support
of government and non-government
secondary, primary and pre-schools. The
statistics reveal that the ALP allocated
a greater percentage of schools expend-
iture to the public sector than did the
coalition. As well, both parties in gov-
ernment reversed (with increasing cau-
tion?), the trend in relative allocations
promoted by their opposition predeces-
sors. Thus the ratio of Commonwealth
government to non-government schools
expenditure grew substantially under
Whitlam, fell consistently under Fraser
and increased marginally under
Hawke.?!

A third hypothesis investigated con-
cerns the effect of elections on edu-
cation policy. Apparently anticipation of
elections changed the stance of both
parties in government. The ALP ex-
panded education expenditure less vig-

21

The difference between the parties in their relative
support of government schools is not necessarity
a reflection of the ALP's greater concern with equity.
The reason is that a large proportion of non-gov-
ernment schools are Catholic and may be domi-
nated by students from relatively poor backgrounds.
To do justice to the equity question far greater atten-
tion needs to be paid to the particular criteria for
non-government schools support adopted by the
parties.
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orously, and the coalition contracted
education expenditure more discreetly,
if at all, in election-year budgets.

Also, both the Whitlam and Fraser
Governments pursued change in the
ratio of government/non-government
schools expenditure with less force in
election-year budgets. Anticipated elec-
tions apparently dampened the ardour
of ideologica! reform of the parties, a
point also evident in examination of
labour marke? policies.

The final hypothesis, that the parties
became increasingly similar over time,
was investigated in only the most cur-
sory of ways. if rates of change in
expenditure levels and composition are
indicative the evidence is consistent
with the foliowing perspective. The
period was characterised by, one, an
exceedingly large early swing away from
the McMahon stance, two, a controlled
reversal of the Whitlam position in 1975
to 1982, and three, tiny shifts from the
Fraser trends in 1983 to 1985. It may be
useful to view these fluctuations as an
ever-decreasing osciliation approach-
ing, perhaps, an equilibrium. In other
words, as with labour market program
policy, the madian voter mode! offers
some insights into variations in educa-
tion expenditure.

The above enalysis is, at best, a ske!-
etal overviaw of a highly complex area.
No pretensie is offered that it adequately
Captures the myriad of factors likely to
have influenced particular decisions or
changed fundamental directions. The
goal was, instead, to examine several
hypotheses with the uncomplicated
tools developed in Section 1 to see if
education expenditures over the 1971 to
1985 period! demonstrated similar pat-
terns to those revealed in the investi-
gation of labour market programs. The
consistencies are quite apparent, a con-
clusion which promotes confidence that
future, more sophisticated, analyses
might find the framework adopted use-
ful. The results also suggest that anal-
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yses of education expenditure paying
no attention to potitical factors are seri-
ously deficient.

3. Conclusion

This article reported an investigation of
several hypotheses concerned with
Austratian political processes, using
labour market programs and education
policy as examples. Even though the
links between these areas are tenuous,
the similarities in government approa-
ches are striking. For both, the 1971 to
1885 period was characterised by the
following: the early enthusiasm of the
Whitlam government in encouraging
social reform, particularly of the type
favouring the public sector; the fiscal
conservatism of the Fraser years asso-
ciated with a relative stimulus to the
private sector; and a cautiously ex-
panding, more even-handed, policy
stance undertaken by the Hawke
administration.

The particular hypotheses examined
were: first, that ALP governments spend
relatively more than coalition govern-
ments; second, that ALP government
expenditure relatively favours the public
sector, and vice-versa for coalition gov-
ernments; third, that both parties more
closely resembled their political oppo-
nents in election years than was the
case for non-election years; and, four,
that after the substantial changes ini-
tiated in the early years of the Whitlam
administration there have been shifts by
the parties over time towards the early
positions of their opponents. That sSup-
port has been found for these hypo-
theses in both labour market program
and education policy expenditure, arsas
not obviously linked, increases confi-
dence in the general applicability of the
analysis.
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