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Interpreting Indigenous Expenditure Report estimates

This report presents the best collective effort of the jurisdictions to estimate government expenditure related to Indigenous Australians. However, these estimates should be interpreted with care. This report represents a first step and many data quality and methodological challenges are yet to be resolved. 

This chapter provides an overview of the key issues that users of this report must take into consideration when interpreting the expenditure estimates, including:

· implications of the method — the approach adopted for estimating Indigenous expenditure is similar to that adopted for other exercises. However, the pragmatic constraints of a national collection require a number of compromises and assumptions. Knowing the limitations of the method is important for interpreting the estimates (section 2.1)

· data quality and estimate reliability — the method draws on the best available data, which come from a wide range of sources. In some cases, data were unavailable, or not as reliable as could be hoped. Understanding how source data reliability influences the reliability of estimates is important for interpreting the estimates (section 2.2)

· service delivery context — services are provided in a complex environment. Differences in expenditure between jurisdictions (and over time) can be influenced by a number of factors related to the service delivery context (for example, the roles of different levels of government, the private sector and individuals, the demand for and uptake of services, and the cost of providing those services). Understanding the service delivery context is important for interpreting differences in expenditure across jurisdictions and services areas (section 2.3).

More information on interpretation issues related to particular service areas is provided in the commentary supporting the data reported in chapters 3 to 8. 
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Implications of the method

Identifying the share of government expenditure on services to Indigenous Australians is not straightforward. While expenditure on services provided exclusively to Indigenous Australians may be known, the proportion of expenditure on mainstream services related to Indigenous Australians is generally not explicitly recorded, and must be estimated. The 2006 NT Indigenous Expenditure Review noted that ‘attempting to construct an estimate of Indigenous‑related spending based solely on the identification of Indigenous specific programs would therefore result in a significant underestimation of relevant expenditure’ (NT 2006, p. 4).

The Indigenous Expenditure Report method is based on an established approach used in similar exercises (chapter 1, section 1.2 and appendix A).
 However, this approach involves a number of assumptions that have implications for how the estimates should be interpreted. This includes issues associated with the definition and scope of expenditure, linking expenditure and outcome areas, and the way estimates are reported.

General reliability of the method

The robustness of the Indigenous Expenditure Report method varies according to the nature of the service areas and available data:

· homogeneity of service — some service areas are more homogeneous than others (that is, the extent to which all clients receive similar services). For example, primary school education services are relatively homogeneous, while health services are provided through a more complex case‑mix approach. 

Expenditure estimates are likely to be more robust in service areas that have more homogeneous services, because it is easier to identify a robust service use measure

· alignment of service areas with cost‑centres and administrative portfolios — some service areas are closely aligned with cost‑centres and administrative portfolios (for example, social security or school education). Other areas include the activities of a wide range of agencies (such as law courts and legal services).

Expenditure estimates are likely to be more robust in service areas that are closely aligned with cost‑centres and administrative portfolios, because it is easier for jurisdictions to identify and allocate expenditure

· link between individuals and costs, and the reliability of service use measures — the Indigenous Expenditure Report method adopts a cost driver approach (chapter 1, box 1.2). The link between costs and individuals is likely to be stronger where individuals have direct interaction with the service. For example, school students have strong links with education costs, but the link between individuals and expenditure on community policing is more tenuous.

Expenditure estimates are likely to be more robust where individuals have direct interaction with the service because the link between individuals and service costs is more strongly defined

· data availability and quality — the method draws on data from a wide range of sources. In some cases, the required data are not available or of relatively poor quality (section 2.2). 

Expenditure estimates are likely to be more robust where the required data are available and of good quality. There is a pragmatic trade‑off between the cost of improving data availability and quality and the incremental benefit improvements will provide to the overall estimates.

Reliability of the method

A general guide to the reliability of the method of the Indigenous Expenditure Report is provided by considering three components of total expenditure (table 2.1):

· directly identified expenditure — where expenditure on targeted (Indigenous specific) services and programs can be directly identified, it does not need to be estimated. This component of total Indigenous expenditure is reliable (however jurisdictions may not have been able to identify all targeted services)

· estimated on the basis of actual service use — where expenditure is estimated on the basis of actual service use, there is likely to be a closer relationship between Indigenous Australians (as service users) and the cost of providing services. These estimates are conceptually robust, but can have limitations where data quality is low

· estimated on the basis of community representation — where expenditure is estimated on the basis of the representation of Indigenous Australians in the population (because it is difficult to identify specific users or the services are collectively consumed) there is not likely to be a direct relationship between individual Indigenous Australians and the cost of providing services. These estimates are still conceptually robust, but are less likely to reflect the actual expenditure directed to an individual Indigenous person or community.

Table 2.
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Reliability of model parameters

	
	
	Estimated
	
	
	Information qualitya

	
	Directly
identifiedb
	Service
usec
	Comm.
repd
	Total
exp
	
	Appr.e
	Qual.f
	Cost
diff.g

	
	%
	%
	%
	$m
	
	
	
	

	Early child development, and Education and training (chapter 3)

	Early childhood
	 43.3
	 56.7
	–
	  210
	
	C
	C
	C

	School education
	 17.4
	 81.1
	 1.5
	2 062
	
	A
	B
	B

	Tertiary education
	 13.0
	 87.0
	–
	  551
	
	A
	B
	C

	Other education
	 46.0
	 28.3
	 25.7
	  430
	
	C
	B
	C

	Total
	 22.1
	 73.5
	 4.4
	3 253
	
	B
	B
	C

	Healthy lives (chapter 4)

	Hospitals
	 4.5
	 95.5
	–
	 1 869
	
	A
	A
	A

	Community and public health 
	 45.2
	 54.8
	–
	 1 611
	
	B
	B
	B

	Other healthh
	 36.5
	 63.5
	–
	 343
	
	B
	B
	B

	Total
	 24.5
	 75.5
	–
	 3 823
	
	B
	B
	B

	Economic participation (chapter 5)

	Labour and employment 
	 65.2
	 20.9
	 13.9
	 980
	
	B
	B
	C

	Social security support
	–
	 100.0
	–
	 3 415
	
	A
	B
	B

	Total
	 14.5
	 82.4
	 3.1
	 4 395
	
	A
	B
	B

	Home environment (chapter 6)

	Housing
	 61.8
	 36.3
	 1.9
	  842
	
	B
	A
	C

	Community and environment
	 50.1
	 0.1
	 49.8
	  872
	
	B
	A
	C

	Transport and communications
	 11.8
	– 
	 88.2
	  600
	
	B
	A
	C

	Total
	 44.4
	 13.2
	 42.3
	 2 315
	
	B
	A
	C

	Safe and supportive communities (chapter 7)

	Public order and safety
	 13.5
	 33.5
	 53.0
	 2 650
	
	C
	B
	C

	Community support and welfare
	 35.7
	 53.1
	 11.2
	 3 124
	
	A
	A
	C

	Recreation and culture
	 40.3
	–
	 59.7
	  367
	
	B
	A
	C

	Total
	 26.4
	 41.5
	 32.2
	 6 141
	
	B
	A
	C

	Other government expenditure (chapter 8)

	General govt and defence
	 6.9
	–
	 93.1
	 1 744
	
	B
	A
	C

	Support to industry
	 3.9
	–
	 96.1
	 261
	
	B
	A
	C

	Total
	 6.5
	–
	 93.5
	 2 005
	
	B
	A
	C

	Total expenditure
	 23.1
	 53.6
	 23.3
	21 932
	
	B
	B
	C


a A subjective assessment of the reliability of measure and data: ‘A’ implies good; ‘B’ implies fair; and ‘C’ implies poor. b Expenditure directly identified as targeted (Indigenous specific) programs. c Expenditure estimated on the basis of actual service use. d Expenditure estimated on the basis of community representation. e Appropriateness — a subjective assessment of how well the service use measure represents the link between service use and cost. f Quality — a subjective assessment of the reliability of the service use measure data, including Indigenous identification. g Cost differential — a subjective assessment of the reliability of the information on the difference in the cost of providing the same service to Indigenous and non‑Indigenous Australians. h Includes expenditure on pharmaceuticals, medical aids and appliances, and Health administration and research services.

Source: Indigenous Expenditure Report Steering Committee analysis.

Issues associated with the definition and scope of expenditure

This report uses a particular definition and scope of expenditure. Users of the report should be aware that, under this approach, the expenditure estimates:

· do not represent the full cost of services — this report defines expenditure as the expenses of the general government sector (chapter 1, section 1.2). This excludes:

· some government expenditure — including expenditure by government trading enterprises, local government expenditure and tax expenditure (negative revenues through tax system rebates)

· private expenditure — including expenditure by private not for profit and for profit agencies, and the private contribution of individual service users and their families.

· do not necessarily represent the net cost to government — no adjustments have been made for user charges or cost recovery by governments for the services they provide (for example, court fees, fines and charges for traffic offences). 

The gap between gross and net expenditure (that is, net of any cost recovery) is larger where the services are fully provided by a general government agency, than if they are provided by a government trading enterprise or non‑government provider

· are not the same as cashflow and may not equate to policy commitments — recorded expenditure does not necessarily equate to the flow or commitment of policy funding. In particular, the definition of expenditure excludes capital expenditure (for example, the construction of urban public housing) but includes non‑cash expenditure, such as depreciation. 

Care should be exercised when interpreting jurisdictional expenditure totals because:

· State and Territory government expenditure may include expenditure by other jurisdictions — totals include expenditure by other jurisdictions (mainly the Australian Government) to and through those governments. For example, expenditure on education in Victoria includes both Victorian Government expenditure on education and Australian Government expenditure on education in Victoria to and through the Victorian Government 

· State and Territory government expenditure does not represent total government expenditure in that state and territory — some Australian Government expenditure is made directly to service providers or individuals (for example, social security payments). These have not been broken down by state and territory for this report.

Comparing these expenditure estimates to individuals and outcome areas should also be undertaken with care because:

· expenditure estimates are based on the average impact an Indigenous person could have on costs, not the benefit they receive — the method adopts a cost driver approach (chapter 1, box 1.2). This means that the estimated expenditure in any particular area is based on the impact that Indigenous Australians are expected to have on total expenditure. 

Allocating expenditure and linking to outcome areas

Estimates of expenditure by service area should be treated with care:

· allocating expenditure to service categories — many of the service categories cover a broad range of services that do not necessarily align closely with the operation of government, existing information systems or the way services are funded. Jurisdictions have experienced varying degrees of difficulty in allocating their expenditure following the guidelines in the 2010 Expenditure Data Manual (IERSC 2009). 

Expenditure can be under- and over-reported in individual areas where jurisdictions have misallocated (or have been unable to separate) expenditure. These have been documented where possible, but not all occurrences will be known

· linking service categories to outcome areas — as discussed in chapter 1, outcome areas, particularly those associated with the National Indigenous Reform Agreement and Overcoming Indigenous Disadvantage report building blocks, are strategic by design and do not map easily with any particular area of expenditure.

This report does not attempt to identify the share of expenditure that specifically relates to the National Indigenous Reform Agreement and Overcoming Indigenous Disadvantage report building blocks. 

Reporting estimates

The Steering Committee acknowledges that, on its own, knowing the level of government expenditure directed to Indigenous Australians is of limited value. The estimates presented in this report are supported by additional information that aims to assist informed interpretation of the data, including:

· normalising estimates for comparison — in Australia, expenditure estimates need to be adjusted to facilitate comparisons across jurisdictions. The approach adopted for this report is to adjust on a resident population basis. 

It should be noted that per head of population expenditure is not the same as expenditure per service user, and should not be interpreted as a proxy for unit cost (box 2.1). 

Other factors that might affect expenditure on services, such as age profiles, geographic size and population density, are discussed under other contextual information (section 2.3 and appendix D)

· contextual information — an overview of the key contextual factors, which should be taken into consideration when interpreting data, accompanies the commentary on data estimates in each service area. More information on data quality and the service delivery context is provided in sections 2.2 and 2.3, respectively

· documenting the method, data sources and assumptions — two manuals document the method, data sources and assumptions used to prepare the estimates in this report:

· 2010 Expenditure Data Manual (IERSC 2009)

· 2010 Service Use Measure Definitions Manual (IERSC 2010).

These manuals are available from the Indigenous Expenditure Report website (www.pc.gov.au/ier/publications/manuals).

Comparing expenditure over time

The most recent expenditure data available for this report are for 2008-09. The estimates in this report are not intended to represent a particular benchmark against which future expenditure should be compared. Over-time, levels and patterns of expenditure reflect changing priorities and focus of governments. For example:

· 2008-09 data in this report include significant ‘one-off’ expenditures such as global financial crisis stimulus expenditure. Where possible, this expenditure has been identified

· expenditure related to many of the Closing the Gap initiatives did not occur until after 2008-09, and so are not included in this report. This expenditure will be included in future reports.

	Box 2.
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Interpreting estimated expenditure per head of population

	Throughout this report estimated expenditure is presented on an expenditure per head of population (that is, expenditure per capita) basis. This allows the comparison of the relative size of expenditure between Indigenous and non‑Indigenous Australians, and across jurisdictions of different sizes. It also allows expenditure in different service areas to be aggregated and compared on a consistent basis.

Expenditure per head of population is not a unit cost measure
Expenditure per head of population is not the same as expenditure per user, and must not be interpreted as a proxy for unit cost:

· expenditure per head of population — is estimated expenditure divided by the total population

· expenditure per user (unit cost) — is estimated expenditure divided by the total number of service users.

Expenditure per user will always be higher than expenditure per head of population because services are generally provided to a sub‑set of the entire population (for example, school education is only provided to school aged children).

However, while it might be possible to identify representative service users for homogeneous services, this becomes more difficult and less meaningful as services are aggregated (for example, there is no single identifiable user group for other education services, or education services as a whole).

Expenditure ratios

A measure of the relative expenditure on Indigenous and non‑Indigenous Australians is provided by the ratio of expenditure per head of population between Indigenous and non‑Indigenous Australians. This ratio will be greater than 1:1 where:

· Indigenous Australians use services more intensively — that is, where Indigenous Australians are more likely to use services than non‑Indigenous Australians (for example, Indigenous Australians are likely to need more health services than non‑Indigenous Australians), or

· the unit cost of providing services to Indigenous users is higher — that is it costs more, on average, to provide a service to Indigenous Australians than to non‑Indigenous Australians (because of the higher cost of providing mainstream services and any additional Indigenous specific services). 

For example, the estimated expenditure per head of population on primary and secondary education in 2008-09 was $3782 per Indigenous person and $1404 per non‑Indigenous person (appendix E, table E.3). About 64.8 per cent ($1542) of the difference relates to more intensive use of education services by Indigenous Australians (mainly because of the younger age profile of the Indigenous population). Indigenous specific services (additional services not provided to non‑Indigenous students) accounted for a further 27.7 per cent ($658) of the difference. The remainder of the difference (7.5 per cent or $179) relates to the difference in the ‘average cost’ of providing mainstream services to Indigenous and non‑Indigenous students.
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Data quality and estimate reliability

One source of variation in Indigenous expenditure estimates across different services and jurisdictions is differences in the reliability of the data used to prepare the estimates. It is important to understand the nature and the sources of this variability when interpreting expenditure estimates. 

Data issues and assumptions

The proration method outlined in chapter 1 (section 1.2) and appendix A draws on the best available data, which comes from a range of sources. This includes data on: 

· government expenditure — each jurisdiction has provided total expenditure and Indigenous specific expenditure by service area, following — to the best of their abilities — the guidelines in the 2010 Expenditure Data Manual (IERSC 2009). Issues associated with these data are discussed in section 2.1

· service use measures — the quality of Indigenous estimates is dependant on the appropriateness and quality of the service use measure cost drivers. Information on the service use measure and data source adopted for each service area is provided in chapter 3 and appendix A of the 2010 Service Use Measure Definitions Manual (IERSC 2010)

· Indigenous under‑identification — the accuracy of data on Indigenous service users is dependant on whether data collections record Indigenous status, and Indigenous people’s willingness to identify as Indigenous. Some data collections adjust Indigenous service use for known under‑identification, while the level of under‑identification is not known for other collections. Information on how Indigenous under‑identification was addressed for each service area is provided in chapter 4 and appendix B of the 2010 Service Use Measure Definitions Manual (IERSC 2010)

· Indigenous cost differentials — it is difficult to identify differences in the cost of providing mainstream services to Indigenous and non‑Indigenous Australians, as relatively little research has been conducted on this topic.

For the 2010 Report, each jurisdiction was provided the opportunity to nominate a cost weight based on empirical data. Where jurisdictions were able to identify the existence of differential costs of providing services to Indigenous and non‑Indigenous persons, but did not have sufficiently robust data to support the cost weight, a default cost weight of up to 10 per cent could be applied.

Information on the approach each jurisdiction adopted for the 2010 Report is provided in chapter 5 and appendix C of the 2010 Service Use Measure Definitions Manual (IERSC 2010).

Data quality reporting

Data quality can vary depending of the nature of the data source

· administrative data — the data are timely as they are updated frequently, but there can be issues with the accuracy of Indigenous identification across jurisdictions and over time. The reliability of these data collections is dependant on the quality of the administrative systems and the accuracy of identification of Indigenous clients

· census — the 2006 ABS Census of Population and Housing provides comprehensive statistical data for different geographic areas (ABS 2006). This potentially allows for greater disaggregation of data. However, due to the nature of the census, response errors may be more apparent (as the census is self enumerated and the census usually asks few questions on any one topic). The census may also contain an Indigenous undercount, due to response errors and difficulties enumerating people in remote locations. The census counts are also affected by non‑response, resulting in an undercount of the population (Indigenous and non‑Indigenous). The ABS adjusts for the undercount when calculating the population estimates
 

· survey — the reliability of Indigenous estimates for many general surveys is limited by sampling error, as they may not contain a large enough Indigenous sample to allow detailed disaggregation. The ABS conducts large scale Indigenous surveys on an alternating three‑yearly cycle that provide a range of relevant data on Indigenous Australians (ABS 2009a).

The data source for each service use measure is documented in appendix A of the 2010 Service Use Measure Definitions Manual (IERSC 2010).

Data quality statements

The method, assumptions and quality of data used in the estimation process influence how the estimated expenditure should be interpreted. 

Data quality statements provide qualitative information on the quality of input data using the ABS data quality framework (box 2.2) and enable data users to assess the sensitivity of the data item or a collection of data items. Data quality statements for each of the service use measure data sources are provided in appendix D of the 2010 Service Use Measure Definitions Manual (IERSC 2010).

Do not delete this return as it gives space between the box and what precedes it.
	Box 2.
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ABS Data Quality Framework 

	The ABS data quality framework addresses seven dimensions of quality:

· institutional environment — institutional and organisational factors may have a significant influence on the effectiveness and credibility of the agency producing the statistics

· relevance — how well the statistical product or release meets the needs of users in terms of the concept(s) measured, and the population(s) represented

· timeliness — the delay between the reference period and the date at which the data become available

· accuracy — the degree to which the data correctly describe the phenomenon they were designed to measure

· coherence — the internal consistency of a statistical collection, product or release, as well as its comparability with other sources of information, within a broad analytical framework over time

· interpretability — the availability of information to help provide insight into the data

· accessibility — the ease of access to data by users. 

	Source: ABS Data Quality Framework (ABS 2009b).

	

	


Sensitivity analysis

In the longer term, the Steering Committee will undertake sensitivity analysis to assist users to understand the quantitative extent and source of uncertainty. 

· Monte Carlo simulation — generates a number of possible scenarios (or simulations) allowing for a range of possible values for expenditure to be estimated, as well as the likelihood that any particular value of the estimated expenditure will be true. The simulation will provide a range of statistics to assist users with analysis of the Indigenous expenditure estimates, such as confidence intervals, standard deviations, and the extent to which each factor contributes to the uncertainty of the total.

Although sensitivity analysis can be used to assess a range of possible outcomes, it can not identify uncertainty associated with the method or assumptions (such as the appropriateness of the service use measure used for each service area) and unknown data errors arising from data sources, data coding and expenditure allocation. 

Significant work has been undertaken in the development and specification of the estimation framework to minimise the risks associated with data errors and incorrect assumptions. However, the Steering Committee is committed to continual improvement in future reports to minimise errors and improve processes, leading to more robust Indigenous expenditure estimates. 

More information on priority areas for further development related to particular service areas is provided in the commentary supporting the data reported in chapters 3 to 8. 
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Service delivery context

Services to Indigenous Australians are provided in a complex environment. Costs and expenditure are influenced by a broad range of factors, including the roles and responsibilities of governments and the characteristics of Indigenous Australians. The materiality of these factors varies across jurisdictions.

The role of the Australian, State and Territory governments

The Australian, State and Territory governments share responsibility for policy development and expenditure across the broad range of Indigenous specific and mainstream services provided to, or on behalf of, Indigenous Australians. 

The scope of this report is broad, and it is difficult to cover these roles and responsibilities in detail. However, a commentary on the role of the Australian, State and Territory governments is provided with the commentary of each service area, as well as references to more detailed information where possible.

Population characteristics of Indigenous Australians

Information on the relative disadvantage of Indigenous Australians in areas such as health, education and employment is provided in the commentary of the relevant expenditure areas. This section provides general contextual information on the Indigenous population.

The ABS estimates that there were 517 000 Indigenous Australians in 2006, which represents 2.5 per cent of the Australian population. The largest proportion of the Indigenous population was located in NSW (29 per cent). Other jurisdictions with relatively large Indigenous populations were Queensland (28 per cent), WA (14 per cent) and the NT (12 per cent). The NT had the highest proportion of the total population who were Indigenous (30 per cent). For other jurisdictions, Indigenous Australians on average, accounted for less than 4 per cent of the population (appendix D). 

Most Indigenous Australians lived in major cities and regional areas in 2006. However, a much higher proportion of the Indigenous population lived in remote and very remote areas (25 per cent) compared to non‑Indigenous Australians (2 per cent) (appendix D).

Nationally, more than 47 per cent of the Indigenous population was under 20 years of age in 2006. In all jurisdictions, Indigenous Australians were disproportionately represented among the young (people aged 20 years and less).
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Jurisdictions’ comments

The remainder of this section contains commentary provided by the Australian, State and Territory governments on the major contextual factors that should be taken into consideration when interpreting data for their jurisdiction. Further information on specific service areas is provided in the commentary supporting the data reported in chapters 3 to 8.

Australian Government comments

The Commonwealth welcomes this first Indigenous Expenditure Report which provides estimates of Commonwealth and State/Territory government expenditure per head of population in 2008-09 for Indigenous and non Indigenous Australians. 

The Report estimates that government expenditure per head of population in 2008‑09 was $40 228 for Indigenous Australians compared with $18 351 for non‑Indigenous Australians (a ratio of 2.2:1). Given the recognised significant and persistent level of disadvantage experienced by Indigenous Australians this higher level of estimated government expenditure should not come as a surprise. 

The comparative analysis provided in the Report applies only to direct government expenditure. Tax expenditures are not included in the Report and the impact of doing so is not clear. Indigenous Australians might be expected to derive a smaller benefit, on average, from some tax expenditures than other Australians. There are also areas where the estimated per head of population expenditure for Indigenous Australians is lower than for non-Indigenous Australians. These areas include the Pharmaceutical Benefits Scheme (PBS), the Aged Pension and aged care services (including residential aged care and community care services) and university education.

It is important to note that the report does not provide an assessment of need across individual areas of expenditure. For example, to know that the national estimated per capita expenditure on hospital services in 2008–2009 was $3427 for Indigenous Australians and $1587 for non‑Indigenous Australians in 2008‑09 is valuable; however, it does not indicate whether this is optimal. Such an assessment requires a comparison, among other things, of expenditure relative to need. The Indigenous Expenditure Report is an important first step as without it, such analysis would not be possible.

Many of the estimates of government expenditure in the Indigenous Expenditure Report reflect the fact that, on average, Indigenous Australians experience a higher level of socio-economic disadvantage and need than non-Indigenous Australians. As an example, Indigenous Australians on average experience worse health outcomes than non-Indigenous Australians so it is not surprising that government health expenditure on Indigenous Australians is higher per head of population compared with other Australians. 

Location of residence is a further important contributing factor to the higher level of government expenditure related to Indigenous Australians. Over 25 per cent of Indigenous Australians live in remote or very remote Australia compared to less than 2 per cent of non-Indigenous Australians. The higher cost of service provision in these areas contributes to the overall level of government Indigenous expenditures.

In late 2008, all Australian governments responded to the significant disadvantage experienced by Indigenous Australians by committing to six key targets that form the Closing the Gap objective under the National Indigenous Reform Agreement. The estimates of government expenditures in the Indigenous Expenditure Report therefore pre-date any changes in government policies aimed at achieving Closing the Gap including commitments to address historical underinvestment particularly in remote areas. 

Better understanding Indigenous expenditure is an important step forward. The next step is for governments to better understand the extent to which expenditure across a range of areas including early childhood, education, health, economic participation, housing and community safety is moving us closer to achieving the Closing the Gap targets. There is a need to ensure that there is better identification, evaluation and sharing of information on what works. The Council of Australian Governments has established the Closing the Gap Clearinghouse to build the evidence base for what works and to improve access by policy makers, service providers and the public to evidence on best practice and success factors to close the gap in Indigenous disadvantage.

New South Wales Government comments

New South Wales has the largest Indigenous population in Australia — around 150 000 or 30 per cent of the total Australian Indigenous population. In New South Wales, most of the Indigenous population lives in major cities and regional areas — around 95 per cent. The number of Indigenous people living in the greater metropolitan Sydney and Hunter areas alone is equivalent to the total Northern Territory Indigenous population (around 64 000 Indigenous people). However, the Indigenous population represents a small proportion of the total state population — around 2.2 per cent. 

While only a relatively small number of Indigenous people live in remote areas, they can make up a large proportion of the total population in those areas — for example, more than half of the population of Wilcannia is Indigenous. Many regional centres also have an increasing Indigenous population, which is in part due to people moving from smaller or outlying communities into larger regional towns. These population changes impact on the delivery of services.

In New South Wales, the delivery of services to Indigenous clients is largely met through mainstream service delivery. To meet the needs of Indigenous clients, mainstream services must be both physically accessible and culturally appropriate. However, because the Indigenous population represents a small proportion of the total state population, this can present challenges for the appropriate delivery of services. New South Wales does, however, have a large number of targeted (Indigenous-specific) programs. These generally represent ‘complementary’ programs that support and build on mainstream programs.

Two Ways Together is the New South Wales Government's 10 year plan 
(2003–2012) to improve the lives of Indigenous people and their communities. There are seven priority areas: health; housing; education; culture and heritage; justice; economic development; and families and young people. These priority areas were identified through consultation with Indigenous people, who said these areas were the most relevant to their lives and future wellbeing.
Victorian Government comments

The Victorian Government is committed to Closing the Gap in outcomes between Indigenous and non-Indigenous Victorians and is working in partnership with Indigenous communities and the business and philanthropic sectors to achieve this.  This report seeks to identify the level of government expenditure on Indigenous Australians, broken down into the proportional expenditure share of universal services (such as mainstream public education) and additional expenditure on targeted Indigenous programs. 

On its own, this report can not reveal the effectiveness or appropriateness of this expenditure in Closing the Gap. Consequently, care should be exercised in interpreting and using the expenditure data presented, particularly:

· total estimated Indigenous expenditure per jurisdiction — targeted Indigenous expenditure data is accurate at a jurisdictional level but is not comparable between jurisdictions as there are circumstantial and policy differences. The remaining Indigenous-related expenditure has been estimated by apportioning mainstream services using high level service use data. This data requires further testing and analysis to ensure its accuracy, usefulness and reliability in future

· per head of population expenditure data — the per head of population measures are reported only to provide a relative comparison of expenditure between jurisdictions. They are not an indication of the cost of services available to Indigenous Victorians. For example, Indigenous students in Victoria receive the same level and type of mainstream service as a non-Indigenous student, which is delivered at the same cost. What is different is the level of support services provided in Victoria to enable Indigenous people to access mainstream services and to address disadvantage

· comparing Indigenous specific services — the type and level of Indigenous specific services are not comparable between States and Territories. Indigenous specific programs in Victoria are a unique package to address disadvantage and its impact on Victoria’s Indigenous population. These programs are influenced by the characteristics of Victoria’s Indigenous population. For example Victoria’s Indigenous population is not geographically concentrated, significant under-identification is known to occur, and the extent of existing support structures varies across the State.

Further, future reports must, as a priority, disaggregate Australian Government expenditure between states and territories to enable analysis of the differential impact of Australian Government expenditure on Indigenous Australians.

Queensland Government comments

Closing the Gap on Indigenous disadvantage is a key priority for the Queensland Government. Under the National Indigenous Reform Agreement, the Government has committed to National Partnerships in areas such as early childhood, health, education and economic participation. These commitments complement existing initiatives such as the Cape York Welfare Reform Trial and Indigenous Alcohol Rehabilitation and Support Program, which aim to restore positive social norms and increase safety in Indigenous communities. In this context, Queensland has welcomed the opportunity to work collaboratively with the other States and Territories and the Australian Government to develop the first Indigenous Expenditure Report.

The Indigenous Expenditure Report attributes 8.5 per cent of Queensland’s General Government expenses in 2008-09 to Indigenous people — significantly higher than the State’s Indigenous population share of 3.5 per cent. This is not surprising, given the extent of disadvantage among Indigenous Australians and the fact that more than half of Indigenous Queenslanders live in regional or remote areas, where disadvantage is greater and service delivery costs are higher. 

The Queensland Government believes that the following issues are particularly relevant to interpreting the Indigenous Expenditure Report estimates:

· On its own, the Indigenous Expenditure Report can not reveal whether the current level of expenditure is appropriate or effective in Closing the Gap for Indigenous Queenslanders — addressing those key questions will rely on combining the Indigenous Expenditure Report with other data

· Significant Indigenous capital expenditure by the State and expenditure by Queensland’s Indigenous Councils (for example, on social housing) are not included. Additionally, more recent substantial Queensland Government policy commitments, for example in early child development, are not yet reflected in the Indigenous Expenditure Report

· In most charts and tables, Indigenous expenditure is reported per head of total Indigenous population. Any attempt to compare jurisdictions therefore needs to take into account demographics, policy settings, underlying need, and service delivery context

· The Indigenous components of ‘mainstream’ expenditure have been estimated, rather than directly identified, and should therefore be interpreted with care.

Western Australian Government comments

It is essential that the following contextual information is kept in mind when analysing WA expenditure data:

· Indigenous undercount — national estimates of the Indigenous population are based on 2006 Census counts of Indigenous Australians adjusted for net undercount as measured by a Post Enumeration Survey. The Indigenous undercount was estimated at 11.5 per cent nationally. The estimated undercount for each jurisdiction was based on the results of the Post Enumeration Survey, with each jurisdiction’s undercount rate being smoothed towards the national rate depending upon the standard error of the Post Enumeration Survey.

Jurisdictions with high standard errors (most notably WA) were therefore more influenced by the national estimates and the smoothing process reduced WA’s undercount adjustment from 24.1 per cent to 16.6 per cent. This reduces the accuracy of WA’s Indigenous population estimates, which in turn affects the reliability of all expenditure per capita data presented in this report

· cost differential information — WA was not able to provide cost differential data and has had to rely on the default cost differential options suggested by the Steering Committee. However, given the high number of remote Indigenous communities in WA (currently over 280) the total number of Indigenous Australians living in remote or very remote communities in WA (approximately 32 000 according to the 2006 Census) and the large distances across which services are required to be delivered, it is likely that the costs associated with delivering many of the services in WA may be higher than those in other jurisdictions

· inclusion of general government recurrent expenditure only — it is mentioned throughout the Report that expenditure on Indigenous Australians from outside the general government sector is excluded from this report. This means that capital expenditure and any other expenditure undertaken by government trading enterprises and non-government organisations are excluded. As a result, many of the costs relating to the delivery of essential services, such as water, power and housing, are not currently accounted for within the Report.
 With over 25 per cent of WA’s Indigenous population living in regional or remote areas, the high cost of capital to build and maintain the required infrastructure to deliver services to these remote communities is a significant exclusion from the report.

South Australian Government comments

The South Australian Government has primary responsibility for a number of key government services reported as part of the building blocks in the 2010 Indigenous Expenditure Report. 

South Australia’s Aboriginal population is very dispersed with approximately half residing in Adelaide and half in regional and remote areas. There are 18 major communities in regional parts of South Australia: nine communities in the Anangu Pitjantjatjara Yankunytjatjara (APY) Lands in the far north‑west; eight Aboriginal Lands Trust communities spread across the State; and the Maralinga Tjarutja community in the far west. 14.4 per cent of South Australia’s Aboriginal population reside in very remote areas, which can require a different and more costly service delivery approach.

South Australia sees the 2010 Indigenous Expenditure Report as a first step in compiling expenditure data. This is the first attempt at a comprehensive collection of Indigenous expenditure data. Refinements to the data collection processes for Indigenous specific expenditure and the methodology for allocation of mainstream expenditure will be important to provide more reliable and comparable data in future reports. This is particularly relevant to the more disaggregated data. 

South Australia’s Strategic Plan (SASP) is the State’s peak policy and strategy document, which aims to address Aboriginal disadvantage. Its Aboriginal‑specific targets include:

· reduce the gap between Aboriginal and non‑Aboriginal unemployment rates each year

· lower the morbidity and mortality rates of Aboriginal South Australians

· increase the number of Aboriginal South Australians participating in community leadership development programs

· improve the overall wellbeing of Aboriginal South Australians

· reduce overcrowding in Aboriginal households by 10 per cent by 2014

· increase yearly the proportion of Aboriginal children reading at age appropriate levels at the end of Year 1

South Australia is in the process of aligning its SASP targets with the Aboriginal‑specific targets and initiatives of the Council of Australian Governments’ National Agreements and National Partnerships. 

Tasmanian Government comments

Tasmania has a small Aboriginal population, but Census data indicate that as a proportion of Tasmania’s total population, Tasmania has the second highest proportion of Aboriginal persons out of all States and Territories. The issue of Aboriginality in Tasmania is complex and there is debate over the recognition of individuals and groups as Aboriginal by the broader Aboriginal community. 

Tasmania is geographically small, relative to other States and Territories, but its population is the most decentralised, with the majority of the population living outside of the capital city. Like the non-Aboriginal population, a large proportion of Tasmania’s Aboriginal population lives in regional areas. There is only one discrete remote Aboriginal community in Tasmania — Cape Barren Island. 

Consistent with the national situation, there are gaps in outcomes between Aboriginal and non-Aboriginal Tasmanians. However, the acute disadvantage evident in some parts of Australia is generally not apparent in Tasmania. Furthermore, Tasmania is characterised by a higher than average proportion of disadvantaged persons (as measured by a wide range of economic and social indicators), who are both Aboriginal and non-Aboriginal. 

Tasmania as a small jurisdiction has limited resources and aims to provide service delivery solutions to meet the needs of Tasmania’s Aboriginal community through mainstream services designed to address disadvantage in the wider community. Increasingly, mainstream services are adopting practices that consider cultural appropriateness – such as cultural competency training, cultural awareness training and the establishment of Aboriginal advisory committees and groups. 

There are some Aboriginal specific programs and expenditure, but generally these are small programs. For example, one initiative primarily targets educational outcomes for the Aboriginal community. 

The expenditure estimates for Tasmania in this report should be interpreted with caution. In particular, apparent differences to expenditure in other jurisdictions may be due to expenditure classification differences in concert with policy differences (for example, most special education services are provided through mainstream schooling). The ability to identify Aboriginal users of service is also difficult. This is particularly relevant to hospitals, where Aboriginal service use is currently estimated to be below the Aboriginal population share. This is a striking difference to most other services and to other jurisdictions. Tasmania is currently reviewing hospital service use identification.

Australian Capital Territory Government comments

There are approximately 4545 Indigenous Australians living in the ACT, accounting for 1.3 per cent of the total population. There are fewer Indigenous people in the ACT than in any other jurisdiction. However, their involvement in areas such as the justice system, community support and child protection is generally higher than for non‑Indigenous Canberrans. This increases expenditure, as does the use of ACT services by Indigenous people from neighbouring NSW. The ACT allocated 3.2 per cent of total expenditure to supporting Indigenous Canberrans in 2008‑09. 

When compared nationally, Indigenous Canberrans are more likely to have higher levels of education and training, greater participation in the workforce, lower rates of unemployment and to own or be purchasing a home. Indigenous Canberrans access health services less than those in most other jurisdictions.

Mainstream services such as hospitals and schools provide support to Indigenous Canberrans. Expenditure on the use of these services by Indigenous Australians was estimated at $93.6 million in 2008-09. In addition, the ACT Government provided 76 targeted support initiatives specifically for Indigenous people, with an estimated expenditure of $17.7 million. Of these initiatives:

· 43 per cent provided support to sustain safe and supportive communities, including the Aboriginal Justice Centre and residential support provided by Narrabundah House

· 34 per cent provided support for early child development, and education and training, including Koori Preschools and education programs for Indigenous students delivered by the Yurauna Centre

· 14 per cent provided support to maintain healthy lives, including initiatives delivered by the Winnunga Nimmityjah Aboriginal Health Service and the Gugan Gulwan Youth Service

· 6 per cent provided support to strengthen home environments, including the Integrated Aboriginal and Torres Strait Islander Family Support Service and the Indigenous Housing Support Program

· 2 per cent provided support for economic participation through Indigenous traineeship programs in the ACT public service and 1 per cent supported governance and leadership through the ACT Aboriginal and Torres Strait Islander Elected Body.

Northern Territory Government comments

The delivery of government services in the Northern Territory is complex and can be very different from other states. This is mainly due to its unique demographic profile, which can be characterised as small, widely dispersed over a large and very remote landmass and a high proportion of Indigenous Australians. 

Nearly one third of the Territory’s population is Indigenous, compared with 2.5 per cent nationally. The service delivery challenge is compounded by the high mobility and dispersed nature of this population group. There are over 600 discrete Indigenous communities in the Northern Territory, of which 87 per cent are located in very remote areas and about 80 per cent have a population of less than 50.

Due to the relative size of the Indigenous population in the Territory, the majority of government services for Indigenous Australians are delivered through mainstream programs. Indigenous Australians are overrepresented across virtually all government services and, in many instances, are the majority users of services.

In addition to Indigenous use of mainstream services, the Northern Territory Government provided over $400 million in 2008‑09 on targeted Indigenous programs. This included over $200 million for public housing and essential services in remote Indigenous communities throughout the Territory. There are also specific Indigenous programs aimed at overcoming cultural and language barriers, including Aboriginal Community Police Officers, Aboriginal Health Workers, Indigenous Assistant Teachers and the Aboriginal Interpreter Service.

The Indigenous Expenditure Report found that 53.9 per cent of the Northern Territory Government’s expenditure was related to Indigenous Australians. This equates to an Indigenous to non‑Indigenous per capita expenditure ratio of 2.7. Care should be taken in interpreting the ratios for the Territory. In virtually all government functions, the per capita spending on Indigenous Australians in the Territory is higher than the national average. However, the ratio of Indigenous to non‑Indigenous expenditure per capita may be lower due to higher overall expenditure levels associated with higher fixed costs and scale issues that impact on the cost of delivering services to all Territorians. 

Despite the above population share of funding for Indigenous Australians in the Territory, there remains significant disparity between Indigenous and non‑Indigenous outcomes. The Territory Government is committed to Closing the Gap on Indigenous outcomes and has set ambitious targets over the next 20 years. Improvements in the reporting of Indigenous data will increase transparency and accountability of government policies aimed at addressing Indigenous disadvantage.
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� 		This includes the AIHW estimates of expenditure on health services for Aboriginal and Torres Strait Islander people, initiated in the late 1990s, and the more recent NT Indigenous Expenditure Reviews.


� 	The net undercount for Indigenous Australians in the 2006 ABS Census of Population and Housing was 59 178 people (ABS 2006, p. 7).


�	Although some housing costs such as home purchase assistance are included, the majority of housing costs occur outside of the general government sector for WA (which is also the case for NSW, VIC and SA).
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