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What is the Indigenous Expenditure Report?
The 2012 Indigenous Expenditure Report is the second in a series, prepared in response to a Council of Australian Governments’ (COAG) commitment to improve reporting of Indigenous expenditure (COAG 2007).

The Report provides estimates of expenditure on services provided to Aboriginal and Torres Strait Islander people
 by the Australian Government, and State and Territory governments on a state and territory geographical basis for 2008-09 and 2010-11.
 It includes expenditure on both Indigenous specific services and programs, and services delivered to Indigenous people through mainstream services.

These estimates contribute to the evidence base that policy makers can use to assess government expenditure on services to Indigenous Australians. The estimates are one element in this evidence base and aim to complement information on programs and outcomes available from other reporting exercises (section 1.1).

The estimation method used in this report builds on the work undertaken for the 2010 Report and Supplement (IERSC 2010; SCRGSP 2011a). An overview of the method is presented in section 1.2 and more information is provided in chapter 2. Key changes in the method from the 2010 Report are summarised in section 1.3.

While these estimates represent the best collective effort of the jurisdictions, identifying the Indigenous component of expenditure is difficult, and many data quality and methodological challenges are yet to be resolved. Interpreting these estimates requires an understanding of the strengths and limitations of the method and data (chapter 2), and the context within which Indigenous services are provided (chapter 3).

The printed report provides an overview of six broad areas of expenditure — early child development, and education and training; healthy lives; economic participation; home environment; safe and supportive communities; and other government services. It should be viewed as an introduction and guide to the more detailed estimates for 86 expenditure categories available electronically from the project website (section 1.5). 
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How does this report contribute to public policy?
Indigenous disadvantage has been an important focus of government attention over many years. As noted in the Closing the Gap Prime Minister’s Report:
Addressing Indigenous disadvantage is one of the most pressing challenges the nation faces. It will require sustained commitment — by governments at all levels, by the corporate sector, by social and non-government organisations, and by Indigenous people. (Aus Gov 2012, p. 9)

Governments need a comprehensive evidence base to design and evaluate policies in order to ‘Close the Gap’ in Indigenous disadvantage. As required by the terms of reference (p. XVII), the Indigenous Expenditure Report aims to contribute to this evidence base by providing governments and researchers with a better understanding of the levels and patterns of expenditure on services related to Indigenous Australians.

Indigenous disadvantage is a serious and persistent policy challenge

The disparity between outcomes for Indigenous and non-Indigenous Australians — in particular, the gaps in health and life expectancy, early childhood development, educational attainment, economic participation, and access to a safe and secure living environment — have been highlighted by a long list of studies (ABS and AIHW 2008; AIHW 2009; ANAO 2007; Aus Gov 2010, 2011, 2012; SCRGSP 2005, 2007, 2009, 2011b, 2011c, 2012). 

Despite successive governments at all levels implementing policies aimed at addressing this disparity, gaps persist in many areas. The 2011 Overcoming Indigenous Disadvantage report — which reported on trends in a wide range of Indigenous outcomes — found that: 

Across virtually all the indicators in this report, there are wide gaps in outcomes between Indigenous and other Australians. The report shows that the challenge is not impossible — in a few areas, the gaps are narrowing. However, many indicators show that outcomes are not improving, or are even deteriorating. There is still a considerable way to go to achieve COAG’s commitment to close the gap in Indigenous disadvantage. (SCRGSP 2011b, p. 3)
The reasons for these persistent gaps in outcomes are complex, arising from a mix of historical, social and economic causes (SCRGSP 2007). Designing policies and programs to address these challenges is equally complex, and requires a comprehensive evidence base.
In 2008, COAG agreed on the Closing the Gap strategy, represented in the National Indigenous Reform Agreement (NIRA) (COAG 2011). The Closing the Gap strategy identifies a framework of seven ‘building blocks’ which reflect the interactive nature of achieving outcomes in various policy domains: early childhood, schooling, health, economic participation, healthy homes, safe communities and governance and leadership.
Good policy requires a comprehensive evidence base

A comprehensive evidence base includes information about the outcomes being experienced by Indigenous Australians and their communities, the nature and impact of the government (and non‑government) services and programs designed to influence those outcomes, and the resources (including financial resources) devoted to those services and programs.

Reporting Indigenous outcome information at a high level includes:

· National Indigenous Reform Agreement reporting — the COAG Reform Council reports annually on government progress in achieving NIRA (CRC 2010, 2011, 2012)
· Overcoming Indigenous Disadvantage reports — these reports provide comprehensive information on outcomes across a strategic framework of indicators (SCRGSP 2003, 2005, 2007, 2009, 2011). 
The Indigenous Expenditure Report seeks to address the information gap around high level reporting of government resourcing by providing estimates of government expenditure on services for Indigenous and non-Indigenous Australians, mapped at a high level to the NIRA building blocks (chapter 2). 

The estimates in this report, when used with other data, have the potential to contribute to a better understanding of the adequacy, effectiveness and efficiency of government expenditure on services for Indigenous Australians.
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How is Indigenous expenditure estimated and how can these estimates be used?
How is Indigenous expenditure estimated?

The Indigenous Expenditure Report method estimates government expenditure using data reconcilable to jurisdictions’ end‑of-year financial reports and a slightly modified version of the ABS Government Purpose Classification (GPC) system. 
Indigenous and mainstream expenditure

Services to Indigenous Australians are provided through a combination of:

· Indigenous specific (targeted) services — those provided exclusively to Indigenous Australians (although it is noted that there could be some use of these services by non-Indigenous Australians). All expenditure on Indigenous specific services is Indigenous expenditure
· mainstream (available to all Australians) services — those provided for all Australians. The Indigenous share of expenditure on mainstream services is not systematically recorded and must be estimated.

Total Australian Government expenditure in each state and territory must be estimated before the Indigenous share of that expenditure can be determined.
Estimating Indigenous mainstream expenditure by state and territory

The Indigenous share of mainstream services is estimated using a proxy for the link between expenditure on services and Indigenous and non-Indigenous Australians. This proxy — referred to as a ‘service use measure’ — includes measures such as the Indigenous proportion of school students or social security payment recipients, or the representation of Indigenous Australians in the population for services provided to the community (for example, roads). The service use measures are adjusted for the cost of service provision, Indigenous under‑identification and substitution between services.
More information on the Report estimation method and concepts is provided in chapter 2 and appendix A.
What estimates are available and what questions can they help to answer?
The Report provides estimates of expenditure on Indigenous and non-Indigenous Australians for 2008-09 and 2010-11. Estimates are provided for the nominal level of expenditure and spending per person across 86 expenditure categories that are based on the ABS GPC. These estimates are broken down by:

· level of government making the expenditure (Australian Government, and State and Territory Government)

· type of program or service (mainstream or Indigenous specific)

· the key driver of expenditure (service use intensity or cost of service provision).

Estimates are also available for:

· direct expenditure — expenditure on services and programs (including income support) that is paid directly to individuals, non-government service providers, or local governments

· total (direct plus indirect) expenditure — total government expenditure includes indirect expenditure (payments ‘to’ and ‘through’ other governments) such as Specific Purpose Payments and general revenue assistance, including GST payments.
The printed report is an introduction and guide, and presents estimates of direct expenditure for 2010-11 because:

· direct expenditure allows comparisons — allows Australian Government, and State and Territory Government expenditure to be combined and compared within, and across, states and territories. It also represents actual expenditure on services provided to individuals (or service providers) (chapter 2)
· comparing expenditure for two points in time can be problematic — although the 2008-09 estimates are based on the same method, comparing these estimates with 2010-11 estimates can be problematic for many reasons including the effects of inflation, changing demand, changes to policies and entitlements and reorganisations of the machinery of government (chapter 2).
More detailed expenditure categories, estimates for 2008‑09 and estimates for total (direct plus indirect) expenditure are available from the project website (section 1.5).

The printed report also presents estimates for focus areas of expenditure as a guide to the detailed estimates available online, which are important for Indigenous outcomes, including school education (chapter 4), public and community health (chapter 5), social security payments for the aged, people with a disability, the unemployed and families (chapter 6), housing services (chapter 7) and law courts and legal services (including access to justice) (chapter 8).

The estimates in this report contribute to an understanding of the levels and patterns of government expenditure on services that support Indigenous Australians, and can be used to inform key questions such as:

· How much did government spend on services?

· How much of this was spent on Indigenous Australians and how does this compare with non‑Indigenous Australians?

· What were the patterns of service use by Indigenous Australians and how does this compare with non‑Indigenous Australians?

· What drives the differences in expenditure between Indigenous and non‑Indigenous Australians?

More discussion around the appropriate use and interpretation of the estimates to answer such questions is provided in chapters 2 and 3.
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What’s new in the 2012 Report?
The Steering Committee is committed to ongoing improvement of the data and method employed for the Indigenous Expenditure Report estimates. The following key improvements have been implemented for the 2012 Report:

· a new method for allocating Australian Government expenditure by state and territory — at the time of the 2010 Report publication, it was not possible to allocate Australian Government direct expenditure across states and territories. As a result, ‘total government’ expenditure in each State and Territory could not be estimated. A method was subsequently developed for the 2010 Report Supplement. This method has been fully implemented in the 2012 Report 

· improvements to data quality — there have been a number of improvements to the source and quality of the service use data that underpin the estimates in the report. These are detailed in the 2012 Report Service Use Measure Definitions Manual (SCRGSP 2012b), which is available from the project website (section 1.5)
· improved mapping of expenditure to policy priorities — including in:
· housing — a revised structure for the collection and reporting of housing expenditure has improved the accuracy of Indigenous housing expenditure and more closely aligns with the National Affordable Housing Agreement objectives

· health — a revised structure for health services expenditure has facilitated a better alignment with health outcome areas and other health expenditure reporting. It has also allowed the separate reporting of expenditure related to the provision of health services, payments and programs provided to support those services (such as health research); and the separate reporting of primary (or preventative) health and secondary health management services 

· access to justice — a revised structure for the law courts and legal services expenditure categories has allowed the separate reporting of expenditure on Indigenous access to justice services.
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What’s in the printed report?
Part A of the Report, which includes this chapter, provides an overview of the report objectives and method, and provides guidelines for how the estimates should be used and interpreted. Part A includes:

· What estimates are available and how should they be used? (chapter 2) — provides an overview of the available estimates, the method, the implications of the method for how the estimates should be interpreted and used, and guidelines for how the estimates in this report relate to other expenditure and performance reporting
· How does the service delivery context influence expenditure? (chapter 3) — provides an overview of the implications of the service delivery context for interpreting expenditure estimates, focusing on factors that can influence the level and cost of Indigenous services.
Part B of the Report provides an overview of expenditure by building block. Each chapter includes an overview of expenditure for all expenditure categories in that building block. Most chapters have a more detailed discussion of expenditure in a particular focus area. Part B includes:
· early child development, and education and training (chapter 4) — a summary of 15 expenditure categories available from the project website, with a focus on ‘school education’ expenditure 
· healthy lives (chapter 5) — a summary of 16 expenditure categories available from the project website, with a focus area on ‘public and community health’ expenditure
· economic participation (chapter 6) — a summary of 10 expenditure categories available from the project website, with a focus on ‘social security for the aged, people with a disability, families and children, and the unemployed’ expenditure
· home environment (chapter 7) — a summary of 17 expenditure categories available from the project website, with a focus on ‘housing’ expenditure. 
· safe and supportive communities (chapter 8) — a summary of 20 expenditure categories available from the project website, with a focus on ‘law courts and legal services’ expenditure 

· other government services (chapter 9) — a summary of 8 expenditure categories available from the project website. There is no focus area of expenditure for this chapter.
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What other information is available?
Additional estimates in web-based tables

The printed report should be viewed as an introduction and guide to the 2012 Indigenous Expenditure Report. The Steering Committee has prepared extensive additional web-based tables on the project website that are anticipated to meet the most common needs of users. Users requiring alternative combinations of data are invited to approach the Secretariat (see further information below).

A full list of the web-based tables and their content is provided in appendix D.

Documentation of the method and data sources

The Report method is documented in two manuals that represent the nationally agreed definitions, concepts, methods and data sources used to estimate Indigenous expenditure for the Indigenous Expenditure Report: 

· Expenditure Data Manual — provides a consistent set of agreed definitions, methods, and guidelines for jurisdictions to follow when providing expenditure data

· Service Use Measure Definitions Manual — documents the agreed measures used to prorate mainstream expenditure between Indigenous and non-Indigenous Australians.

These manuals are revised for each report, reflecting the Steering Committee’s commitment to continual development. Readers should ensure that the manuals they are referencing correspond to the relevant report. 

Further information

Please contact the Secretariat if you require further information or clarification on the estimates presented in this report (contact details are provided on the copyright page). Suggestions for improvement the Report approach or presentation are also welcome. To be notified of developments relating to this report please register your interest via the project website.
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�	The Indigenous Expenditure Report is prepared by the Steering Committee for the Review of Government Service Provision, which also oversees the production of the Report on Government Services, the Overcoming Indigenous Disadvantage report, and collation of National Agreement data for the COAG Reform Council.


� 	Throughout this report, the term ‘Indigenous’ is used to refer to Aboriginal people and Torres Strait Islander people.


�	In this report lower case state and territory refers to the geographical boundaries of jurisdictions, and upper case State and Territory refers to the jurisdictional governments.
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