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Economic participation
	Key points

	· Economic participation is associated with a range of positive life outcome areas, such as improved income, sense of identity, improved self‑esteem and social contact. This in turn can lead to improved health and financial independence: 
· social security support is a focus area of expenditure for this chapter.

· Government direct expenditure on all economic participation was $98.2 billion in 2010‑11. Direct expenditure on services to Indigenous Australians made up $4.9 billion (4.9 per cent) of the total:
· Australian Government provided $4.7 billion (96.5 per cent) of direct Indigenous expenditure plus some indirect payments ‘to’ and ‘through’ the State and Territory governments for labour and employment services. The remaining expenditure (3.5 per cent) was provided by State and Territory governments
· Most Indigenous expenditure was related to mainstream services (87 per cent, $4.2 billion), but Indigenous specific (targeted) expenditure (such as the Indigenous employment program and Indigenous business networks) accounted for $650 million (13 per cent) of economic participation direct expenditure.
· Government direct expenditure per head of population on all economic participation services was $8436 per Indigenous person and $4296 per non‑Indigenous person in 2010-11 (a ratio of 1.96 to 1).
· Social security support accounted for $89.2 billion (91 per cent) of total and $3.8 billion (77 per cent) of direct Indigenous economic participation expenditure in 2010-11.
· Direct social security support expenditure per head of population was $6527 per Indigenous person and $3930 per non‑Indigenous person in 2010-11 (a ratio of 1.66 to 1).

· The $2597 difference in social security support expenditure per person was due to the:

· greater intensity of service use ($1943 or 75 per cent) — Indigenous Australians have a higher use of family and child benefits, disability benefits and unemployment benefits, which reflects their younger age profile, higher incidence of disability and the poorer employment outcomes
· additional cost of service provision ($654 or 25 per cent) — mainly related to higher average income support payments to Indigenous Australians compared to non‑Indigenous Australians.

	


This chapter presents an overview of estimates of Australian Government, and State and Territory Government direct expenditure on services that contributed to the economic participation of Indigenous Australians in 2010‑11. This includes expenditure on labour and employment services (labour market programs and industrial relations), and social security support (income support for families, the aged, people with disabilities, the unemployed and veterans).

Promoting economic participation of Indigenous Australians is one of the seven Council of Australian Governments’ (COAG) National Indigenous Reform Agreement (COAG 2011) building blocks and Overcoming Indigenous Disadvantage report strategic areas for action ( SCRGSP 2011).

Interpreting the estimates in this chapter 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).
A description of economic participation services and an overview of the links between expenditure on these services and Indigenous outcomes is presented in section 6.1. 

Section 6.2 presents an overview of total (Australian Government plus State and Territory Government) direct expenditure on economic participation. Comprehensive expenditure estimates for 10 expenditure categories are available from the project website (appendix D). 
Section 6.3 analyses expenditure on social security support (covering four of the 10 economic participation expenditure categories) — with an emphasis on support for people with disability, the aged, families and children, and the unemployed — as a guide to the more detailed estimates available online. 

	What is ‘direct’ expenditure?

	Direct expenditure is government outlays on services and programs (including income support) that are paid directly to individuals, non-government service providers, or local governments during the reference year.

Indirect expenditure is government payments ‘to’ and ‘through’ other governments. Such payments may not be spent by the recipient government in the reference year, and may be spent on capital rather than the provision of services. It is also difficult to categorise the area of expenditure of ‘untied’ indirect payments such as GST transfers.

A detailed discussion of expenditure concepts is provided in chapter 2 (section 2.2).
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What are economic participation services and why are they important for Indigenous outcomes?

This section identifies the scope of services included in the economic participation expenditure estimates presented in this report, and summarises the link between economic participation services and Indigenous outcomes.

What are economic participation services? 

Economic participation services expenditure in this report includes outlays on:

· labour and employment services — services that aim to facilitate a strong institutional framework for the labour market and to promote employment, including:

· other labour and employment services — support for workplace institutions (such as the administration of industrial relations, occupational health and safety, and worker’s compensation systems); labour market assistance services (assistance to jobseekers, work placement, and active labour market programs); and skilled immigration programs

· other economic affairs — the administration, regulation, promotion, research, operation, licensing and general business support activities that promote the efficient operations of markets, and facilitate a vibrant, competitive, growing and sustainable economy. For example, the activities of regulatory bodies such as the Australian Competition and Consumer Commission and Indigenous Business Australia.
· social security support payments — government payments and concessions for people who have low incomes because they are unemployed, because their personal circumstances limit their employment options (for example, age or medical conditions), or because their normal income is insufficient to meet the costs of raising a family. 
A detailed description of the economic participation expenditure categories is provided in the 2012 Report Expenditure Data Manual (SCRGSP 2012, 
pp. 102–111 and 198–199).

Why are economic participation services important to Indigenous outcomes?
Labour and employment services
Employment (along with business opportunities and wealth creation) helps Indigenous Australians achieve economic independence:

Many aspects of work affect people’s wellbeing, including hours worked, job satisfaction and security, levels of remuneration, opportunities for self-development and interaction with people outside the home. Having a job or being involved in a business activity not only leads to improved incomes for families and communities (which has a positive influence on health and education of children), it also enhances self-esteem and reduces social alienation. ( SCRGSP 2011, p. 8.1)

Approximately 54 per cent of the Indigenous population aged 18–64 years were employed (including Community Development Employment Projects (CDEP) participation) in 2008 — compared with 76 per cent of the non-Indigenous population ( SCRGSP 2011, p. 4.63).
 Halving the gap in employment outcomes between Indigenous and non-Indigenous Australians within a decade is a COAG target (COAG 2011).

Labour and employment services help people gain employment through targeted services for the unemployed and services that promote efficient and equitable labour markets and a strong economy.

The National Partnership Agreement on Indigenous Economic Participation (COAG 2008) aims to promote economic independence for Indigenous Australians while providing balanced incentives for those who rely on income support.

Social security support
Social security support is important for people not currently able to participate independently in the mainstream economy through employment or entrepreneurship, or who have low incomes. However, the Overcoming Indigenous Disadvantage: Key Indicators 2011 report noted that:

Indigenous people have been over-represented in the Australian income support system. In 2008, 40.4 per cent of the Indigenous population reported government cash pensions and allowances as their main source of personal income, compared to 13.8 per cent of non‑Indigenous people. A range of adverse socioeconomic conditions contribute to a high dependence on income support by Indigenous people, including poor standards of health, lack of employment opportunities in some local labour markets and lower levels of educational attainment. ( SCRGSP 2011, p. 8.35)

The social security system provides an essential safety net for those who are unable to support themselves fully through work. A range of income support payments are available and can be grouped into five categories: 

1. assistance to families and children — the main income assistance paid to families (and lone parents) includes parenting payment (single and partnered), paid parental leave and family tax benefit parts A and B
2. assistance to people with a disability — the primary payment in this category is disability support pension. Income assistance is also provided for carers such as carer payment and carer allowance 
3. assistance to the unemployed — the main unemployment payments include Newstart allowance and youth allowance 
4. assistance to the aged — the main payment in this category is the age pension
5. other income support payments — provide assistance to veterans and dependants, assistance to widows, deserted wives, divorcees and orphans, and assistance to the vulnerable and people in special circumstances. 
The National Indigenous Reform Agreement (COAG 2011) identifies the importance of ensuring that social security support is designed and delivered in a manner that promotes active engagement, enhanced capability and positive social norms. The National Partnership Agreement on Indigenous Economic Participation (COAG 2008) aims to reduce the reliance of Indigenous households on social security payments by promoting economic independence.

Economic participation can be affected by many factors, such as educational attainment (chapter 4) and an individual’s health (chapter 5). It can also affect people’s capacity to access healthy homes (chapter 7) and their involvement with the justice system (chapter 8).
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An overview of government expenditure on economic participation services

This section provides an overview of Australian Government, and State and Territory Government direct expenditure on economic participation in 2010-11. It begins with a summary of the levels and patterns of expenditure and then considers 


Figure 6.

 SEQ Figure \* ARABIC 1
Australian Government plus State and Territory Government direct expenditure on economic participation, 2010‑11
	(a) Expenditure on Indigenous Australians
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	(b) Expenditure on non-Indigenous Australians
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	(c) Expenditure per person by Indigenous status
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Source: attachment table 6.1.
the main drivers of expenditure — as revealed by the Indigenous Expenditure Report method (chapter 2). 

How much does government spend?

Nationally, government direct expenditure on economic participation was $98.2 billion (22 per cent) of all government direct expenditure on services in 2010‑11. The largest area of economic participation expenditure was social security support payments ($89.2 billion or 91 per cent) — which is discussed in more detail in section 6.3 (web-table W-J.1). 

Estimated expenditure on economic participation services provided to Indigenous Australians was $4.9 billion in 2010-11. This represented 4.9 per cent of all government expenditure on economic participation (web‑table W‑J.1), and 19 per cent of all government expenditure on services to Indigenous Australians (figure 6.1a). 

How does Indigenous and non-Indigenous expenditure per person compare?

Estimated government expenditure per person on all economic participation services was $8436 per Indigenous person and $4296 per non‑Indigenous person. That is, an estimated $1.96 was spent per Indigenous Australian for every dollar spent per non‑Indigenous Australian in the population in 2010‑11 (figure 6.1c). By high level expenditure category:
· labour and employment services — $5.22 was spent per Indigenous Australian in the population for every dollar spent per non-Indigenous Australian
· social security support — $1.66 was spent per Indigenous Australian in the population for every dollar spent per non-Indigenous Australian (attachment table 6.1).

How much do the different levels of government contribute directly?

Australian Government expenditure accounted for $4.7 billion (96 per cent) of direct Indigenous economic participation expenditure and $90.6 billion (97 per cent) of direct non-Indigenous economic participation expenditure in 2010‑11, with the remainder contributed by State and Territory governments (attachment table 6.1). The Australian Government also contributes expenditure ‘to’ and ‘through’ State and Territory governments (box 6.1).

	Box 6.

 SEQ Box \* ARABIC 1
Australian Government indirect expenditure on economic participation in 2010‑11a

	Australian Government indirect expenditure ‘to’ and ‘through’ State and Territory governments is reflected in State and Territory Government direct expenditure when relevant services are provided. Australian Government indirect expenditure in 2010-11 related to Infrastructure Employment Projects and Community Work Placements under the Natural Disaster Queensland program.

To avoid double counting, Australian Government indirect expenditure is not included in estimates reported elsewhere in this chapter. In summary:

· Australian Government indirect expenditure on economic participation services was $14.8 million in 2010-11, of which $2.6 million related to the provision of labour and employment services solely for Indigenous Australians. 
More information on the treatment of direct and indirect expenditure in this report and how this affects the comparison of expenditure with other published estimates is provided in chapter 2 (section 2.2).

	a Although State and Territory governments also make payments ‘to’ and ‘through’ other jurisdictions, these are small by comparison. To avoid double counting, such payments are excluded from State and Territory Government expenditure.
Source: web-table W-V.4. 

	

	


How significant are Indigenous specific services in economic participation expenditure?

Government economic participation services for Indigenous Australians are provided through a combination of mainstream and Indigenous specific (targeted) services (box 6.2). 

Mainstream services accounted for $4.2 billion (87 per cent) of direct Indigenous economic participation expenditure (attachment table 6.2):
· labour and employment services — mainstream services accounted for $449 million (41 per cent) of direct Indigenous labour and employment services expenditure

· social security support — mainstream services accounted for $3.8 billion (100 per cent) of direct social security support expenditure (attachment table 6.2).

	Box 6.

 SEQ Box \* ARABIC 2
Indigenous specific economic participation programs and services in 2010‑11

	The Australian Government, and State and Territory governments provided economic participation services to some Indigenous Australians through a number of targeted programs in 2010-11 including:

· Indigenous Employment Program ($148 million) — this Australian Government program offers tailored solutions to assist employers to recruit, train and provide sustainable employment for Indigenous Australians. The program also supports Indigenous Australians to pursue self-employment and business development opportunities
· Koori Business Network ($840 000) — this Victorian Government program provides targeted support to Indigenous businesses and entrepreneurs to increase Indigenous business capacity and in turn the number of successful, dynamic and diverse Victorian Indigenous businesses participating in the Victorian economy
· Indigenous Enterprise Development Officers ($1.1 million) — this Queensland Government program provides funding to employ Indigenous enterprise development officers to assist Indigenous Australians with their businesses. 

	Source: Australian Government, and State and Territory Government unpublished data.

	

	


Indigenous specific services can either be a substitute for, or a complement to, mainstream services:

· substitute Indigenous specific services — are an alternative to mainstream services (for example, ABSTUDY, Indigenous housing organisations). These services are an alternate way of meeting the service needs of Indigenous Australians

· complementary Indigenous specific services — are provided in addition to mainstream services (for example, Indigenous student counsellors in schools). These services add to the cost of providing services to Indigenous Australians. 

Indigenous specific services accounted for $650 million (13 per cent) of direct Indigenous economic participation expenditure in 2010‑11 (attachment table 6.2), which all related to the provision of complementary Indigenous specific labour and employment services (web‑table W‑I.7).

Why is Indigenous expenditure per person different? 

Expenditure on Indigenous Australians can vary across jurisdictions and when compared with expenditure on non-Indigenous Australians. The Report method identifies several factors that drive these variations. 

What can the method explain about differences in expenditure?

This report estimates direct expenditure on Indigenous Australians based on:

· intensity of service use — how much expenditure is driven by the use of services. Intensity of service use has two sub-components:

· Indigenous use of mainstream services — the estimated Indigenous share of mainstream expenditure is proportional to Indigenous Australians’ use of mainstream services. 

The per capita intensity of service use is higher if, on average, Indigenous Australians use more services than non-Indigenous Australians — either because of greater individual need, or because a higher proportion of the Indigenous population belong to the age group likely to use those services. 

· Indigenous specific services that are a substitute for mainstream services — these are services that Indigenous Australians use instead of a similar mainstream service.

· additional cost of service provision — how much expenditure is driven by the additional cost of providing services to Indigenous Australians, compared with the cost of providing similar services to non-Indigenous Australians. This figure can be negative if it costs less to provide services to Indigenous Australians; for example, if Indigenous Australians tend to use less expensive services. The additional cost of service provision has two sub‑components:

· mainstream services cost differentials — any additional cost of providing mainstream services to Indigenous Australians, for reasons such as location, culture and language (chapter 3)

· Indigenous specific services that complement mainstream services — these are services that Indigenous Australians use in addition to a mainstream service; for example, Indigenous student counsellors in schools. 

Conceptual issues associated with interpreting these components are discussed in chapter 2. 

Variations in expenditure between Indigenous and non-Indigenous Australians

The variations in expenditure per capita between Indigenous and non‑Indigenous Australians can be explained by differences in the intensity of service use, plus any additional cost of providing services to Indigenous Australians (figure 6.2 and box 6.3).

Figure 6.

 SEQ Figure \* ARABIC 2
Australian Government plus State and Territory Government direct expenditure per person on economic participation services by driver of expenditure, 2010-11a
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a Refer to box 6.3 for guidelines on how to interpret this chart.
Source: attachment tables 6.1 and 6.3.

Estimated direct economic participation expenditure per Indigenous person was $4141 higher than expenditure per non‑Indigenous person in 2010‑11. The majority of the difference, $2346 (57 per cent), was attributable to a greater intensity of service use, with the remaining $1794 (43 per cent) attributable to the additional cost of service provision (attachment table 6.1 and box 6.3). The majority (63 per cent) of the additional cost of service provision related to complementary Indigenous specific services that were used in addition to mainstream services (web‑table W‑I.22).

Compared with non‑Indigenous Australians, expenditure per person for Indigenous Australians on:

· labour and employment services — was $1544 higher, which mainly related to the additional cost of service provision ($1140 or 74 per cent), with the remainder ($404 or 26 per cent) attributable to a greater intensity of service use. The majority (99 per cent) of the additional cost of service provision related to complementary Indigenous specific services
· social security support — was $2597 higher, which mainly related to the a greater intensity of service use ($1943 or 75 per cent), with the remainder ($654 or 25 per cent) attributable to the additional cost of service provision related exclusively to the higher cost of providing mainstream services (web‑table W‑I.22). For the area of social security support additional costs refer to the average payment to each recipient.

	Box 6.

 SEQ Box \* ARABIC 3
Interpreting differences in expenditure per persona, b

	Total direct expenditure on economic participation services per Indigenous person was $8436, compared with $4296 per non-Indigenous person in 2010-11. That is, $1.96 was spent per Indigenous Australian for every dollar spent per non-Indigenous Australian. 

What can the method explain about differences in expenditure?

This report method estimates direct expenditure on Indigenous economic participation services based on the intensity of service use and the additional cost of service provision (chapter 2).

	Indigenous intensity of service use accounted for $6642 per person (79 per cent) of total direct expenditure on Indigenous Australians (area B plus area C in the diagram). Additional cost of service provision accounted for the remaining $1794 per person (21 per cent) (area A).
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	Variations between Indigenous and non-Indigenous Australians
The $4141 difference in expenditure per person between Indigenous and non‑Indigenous Australians is attributable to greater intensity of service use by Indigenous Australians and additional cost of mainstream service provision (area A plus area B in the diagram).

	a Total direct expenditure includes Australian government plus State and Territory Government direct expenditure. b Expenditure per person is not expenditure per user, and must not be interpreted as a proxy for unit cost.

Source: web‑table W-M.4.

	

	


What influences the intensity of service use and the cost of service provision?

The intensity of service use by Indigenous Australians is driven by Indigenous use of mainstream services. On average Indigenous users of:
 

· labour and employment services — represented 6.1 per cent of mainstream labour and employment services users. This was higher in areas such as labour market assistance to job seekers programs (13.5 per cent)

· social security support — represented 3.8 per cent of mainstream social security support recipients. This was higher for assistance to the unemployed (9.5 per cent), families and children (5.9 per cent), and people with a disability (4.9 per cent), and lower for assistance to the aged (0.8 per cent). Social security support is discussed in more detail in section 6.3.

Differences in the cost of service provision between Indigenous and non-Indigenous Australians relate to the additional cost of providing mainstream services, and the use of Indigenous specific (targeted) complementary services.

What other information is available?

This chapter provides an overview of the 2012 Report estimates of expenditure on economic participation services. Comprehensive expenditure estimates for 10 separate expenditure categories are available from the project website (box 6.4, appendix D).

	Box 6.

 SEQ Box \* ARABIC 4
Economic participation estimates available online

	The web-based attachments (appendix D) include detailed estimates for 10 economic participation expenditure sub‑categories:

· labour and employment services

· other labour and employment affairs (GPC 1339)

· other economic affairs not elsewhere classified (GPC 1390)

· social security support 

· Income assistance to

families and children (GPC+ 0610.5)

people with a disability (GPC+ 0610.2)

the unemployed (GPC+ 0610.4)

the aged (GPC+ 0610.3)

other social security support

· assistance to veterans and dependants (GPC+ 0610.1)

· concessions and allowances to low income earners (GPC+ 0610.6)

· assistance to the vulnerable and people in special circumstances (GPC+ 0610.8)

· assistance to widows, deserted wives, divorcees and orphans (GPC 0610.7).
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A focus on social security support
This section focuses on estimates of Australian Government, and State and Territory Government expenditure on social security support in 2010‑11.

The discussion in this section is provided both as a guide to the detailed estimates available online for 10 economic participation expenditure categories, and because of the importance of these services as an essential safety net for those Indigenous Australians who are unable to support themselves fully through work. As noted in chapter 2, an understanding of the levels and patterns of government expenditure on services that support Indigenous Australians can be used to inform four key questions:

· How much did government spend on social security support payments?
· How much of this was for 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?

This report’s estimates of expenditure on social security support show that in 2010‑11 the proportion of direct economic participation expenditure spent on social security support was lower for Indigenous than non‑Indigenous Australians:

· social security support per Indigenous Australian was more than one‑and‑a‑half times that per non‑Indigenous Australian. Although expenditure per person was higher for Indigenous than for non‑Indigenous Australians for most social security support payments, it was lower for assistance to the aged and other social security payments 
· the Australian Government provided similar proportions (99.5 per cent) of social security support expenditure to Indigenous and non‑Indigenous Australians in 2010‑11. The remaining expenditure was contributed by State and Territory governments, and related exclusively to the provision of additional concessions and allowances to low‑income earners:
· the largest area of social security support expenditure was assistance to families and children ($1.7 billion), followed by assistance to people with a disability ($1 billion) and assistance to the unemployed ($624 million). These payments comprised about 89 per cent of social security support expenditure.

· two main factors contribute to the higher level of expenditure on social security support per Indigenous Australian: 

· Indigenous Australians use services differently — Indigenous Australians are higher recipients of assistance to families and children, people with a disability and the unemployed, which reflects their younger age profile, higher incidence of disability and the poorer employment outcomes
However, they are lower recipients of assistance to the aged (which reflects lower Indigenous life expectancy), and other social security payments (reflecting the lower representation of Indigenous Australians on other payment criteria (such as military service for assistance to veterans and dependants)

· services for Indigenous Australians can be more, or less, costly to provide — the main factor affecting the difference in the cost of providing mainstream social security payments to Indigenous Australians is the average level of payment under the eligibility criteria. This can be higher, or lower, depending on individual circumstances and assessment eligibility criteria such as economic means (income and assets), family structure, and location.
What are social security support payments?

Social security support is mainly provided by the Australian Government in the form of payments administered by either the Department of Families, Housing, Community Services and Indigenous Affairs (FaHCSIA), the Department of Education, Employment and Workplace Relations (DEEWR), Department of Industry, Innovation Science, Research and Tertiary Education (DIISRTE), Attorney‑General’s Department (AGD), or the Department of Veterans’ Affairs (DVA).
Social security support is a safety net that enables people to independently access goods and services, but is a second-best solution when compared to people gaining employment (section 6.1). 

Social security support expenditure in this report includes outlays on: 
· assistance to families and children — payments to support families with their responsibilities, such as providing assistance with the cost of raising children. The main payments include family tax benefit part A and B, and the baby bonus

· assistance for people with a disability — payments provided to people who are ill, injured or have a disability, and support for their carers. This includes payments such as the disability support pension, and carer allowance 

· assistance to the unemployed — financial support payments to people who are temporarily unemployed due to a medical condition, and people who are unemployed and are looking for work (for example, sickness allowance and Newstart allowance)

· assistance to the aged — payments to support retired people to have an adequate income (for example, the age pension administered by FaHCSIA) 

· other social security support — the web‑tables (appendix D), include estimates for the following sub‑categories:
· assistance to veterans and dependants — compensations and benefits paid to veterans and their dependents for injury, disease or death, resulting from service with the Australian Defence Force (for example, disability pension, service pension, war widows pension, orphans pension, and the age pension administered by DVA) 

· concessions and allowances to low‑income earners — concession benefits provided by the Australian Government include access to medicines listed on the Pharmaceutical Benefits Scheme, and certain medical services, at a cheaper rate. State and Territory governments may also offer additional health, household, transport, and education and recreation concessions. Their availability may vary from state to state

· assistance to the vulnerable and people in special circumstances — short‑term financial assistance to people experiencing severe financial hardship due to circumstances outside their control such as domestic violence or natural disaster (for example, crisis payment, special benefit, and Australian Government Disaster Recovery Payment)
· widows, deserted wives, divorcees and orphans benefits — payments to people who are widowed, divorced or separated later in life and have lost the financial support of their partner (such as the widow allowance and widow B pension). Also includes double orphan pension payments which help people meet the cost of caring for children who are orphans or are unable to be cared for by their parents. 
For a detailed description of the types of expenditure recorded under social security support expenditure categories, refer to the 2012 Report Expenditure Data Manual (SCRGSP 2012, pp. 102‑111).
Why are social security support payments important to Indigenous outcomes?

The social security support system in Australia provides an essential safety net for those Australians who are unable to support themselves fully through work, including providing income support as people move between jobs when economic and personal circumstances change (Landt and Pech 2001).
The employment to population ratio for the Indigenous working‑age population (aged 15–64 years) increased from 51 per cent to 54 per cent between 2004‑05 and 2008, but was well below the non‑Indigenous ratio for both years (74 per cent and 76 per cent, respectively) ( SCRGSP 2011). 

In 2008, Indigenous Australians had a higher unemployment rate than non‑Indigenous Australians (17 per cent and 3.6 per cent, respectively), and a long term unemployment rate almost six times greater than that of non‑Indigenous Australians (5.2 per cent and 0.9 per cent, respectively) (SCRGSP 2011). This increases the demand for income support. 

The Australian Government Indigenous Economic Development Strategy 
2011–2018, which aims to increase employment participation and work opportunities for Indigenous Australians, noted:

Government also has an important role in ensuring that the legal, taxation and welfare systems encourage economic participation and do not create disincentives that impede successful participation in the economy. (Aus Gov 2011, p. 22)

The National Indigenous Reform Agreement (COAG 2011) and the National Partnership Agreement on Indigenous Economic Participation (COAG 2008) aim to halve the gap in employment rates between Indigenous and non‑Indigenous Australians. Strategies include promoting employment participation, education and training, and support for Indigenous Australians to take responsibility for their economic wellbeing so that they can lead independent and productive working lives. 

How much does government spend on social security support?

Nationally, government expenditure on social security support payments was $89.2 billion, which amounted to 91 per cent of all government economic participation expenditure in 2010‑11. The three largest areas of expenditure were assistance to the aged ($31.9 billion or 36 per cent), assistance to families and children ($24.2 billion or 27 per cent), and assistance to people with a disability ($19.7 billion or 22 per cent) (web‑table W‑J.4).

Figure 6.

 SEQ Figure \* ARABIC 3
Australian Government plus State and Territory Government direct expenditure on social security support, 2010‑11 

	(a) Expenditure on Indigenous Australians
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	(b) Expenditure on non‑Indigenous Australians
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	(c) Expenditure per person by Indigenous status
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Source: attachment table 6.1.

Estimated expenditure on Indigenous social security support was $3.8 billion in 2010‑11. This represented 77 per cent of all government direct Indigenous economic participation expenditure (figure 6.3a). In comparison, direct non‑Indigenous social security support expenditure represented 91 per cent of all government direct non‑Indigenous economic participation expenditure (figure 6.3b). 

Government social security support to Indigenous Australians is provided entirely through mainstream services.

Social security support was the largest area of economic participation expenditure for Indigenous Australians. The largest component of social security support expenditure for Indigenous Australians was assistance to families and children, whereas assistance to the aged was the largest area of social security support for non‑Indigenous Australians (figure 6.3a). Estimated expenditure on Indigenous social security support payments comprised:

· assistance to families and children — $1.7 billion (46 per cent) of Indigenous social security support expenditure, compared with 26 per cent of non‑Indigenous social security support expenditure
· assistance for people with disability — $1.0 billion (26 per cent) of Indigenous social security support expenditure, compared with 22 per cent of non‑Indigenous social security support expenditure
· assistance to the unemployed — $624 million (17 per cent) of Indigenous social security support expenditure, compared with 7.1 per cent of non‑Indigenous social security support expenditure
· assistance to the aged — $277 million (7.4 per cent) of Indigenous social security support expenditure, compared with 37 per cent of non‑Indigenous social security support expenditure
· other social security payments — $148 million (4.0 per cent) of Indigenous social security support expenditure, compared with 7.7 per cent of non‑Indigenous social security support expenditure (web‑table W‑J.4).

A higher proportion of Indigenous than non‑Indigenous Australians received each of the selected income support payments, except for the age pension where the non‑Indigenous proportion was higher in 2010‑11 (figure 6.4). Family tax benefit (parts A and B) was the largest area of income support payments for Indigenous Australians (29 per cent), followed by disability support pension (19 per cent), and parenting payment (single and partnered) (15 per cent). By way of comparison, the age pension was the largest area of income support payments for non‑Indigenous Australians, followed by the family tax benefit (18 per cent), and the disability support pension (14 per cent).

Figure 6.
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Income support payments by selected payment types, 2010‑11a, b
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a Family tax benefit includes family tax benefit parts A and B. b Parenting payment includes parenting payments both single and partnered. 

Source: Steering Committee for the Review of Government Service Provision estimates (unpublished).
How does Indigenous and non‑Indigenous expenditure per person compare?

Estimated total government expenditure per person on social security support was $6527 per Indigenous person and $3930 per non‑Indigenous person in 2010‑11. That is, an estimated $1.66 was spent per Indigenous Australian for every dollar spent per non‑Indigenous Australian in the population in 2010‑11 (figure 6.3c). 

For most social security payments, expenditure per Indigenous person was higher than expenditure per non‑Indigenous person, except for assistance to the aged and other social security supports, where expenditure per non‑Indigenous person was higher (figure 6.3c). This expenditure comprised:

· assistance to families and children — $2980 per Indigenous person and $1035 per non‑Indigenous person. That is, an estimated $2.88 was spent per Indigenous Australian for every dollar spent per non‑Indigenous Australian in the population 

· assistance for people with disability — $1722 per Indigenous person and $860 per non‑Indigenous person. That is, an estimated $2.00 was spent per Indigenous Australian for every dollar spent per non‑Indigenous Australian in the population 

· assistance to the unemployed — $1085 per Indigenous person and $277 per non‑Indigenous person. That is, an estimated $3.91 was spent per Indigenous Australian for every dollar spent per non‑Indigenous Australian in the population

· assistance to the aged — $481 per Indigenous person and $1456 per non‑Indigenous person. That is, an estimated $0.33 was spent per Indigenous Australian for every dollar spent per non‑Indigenous Australian in the population

· other social security payments — $258 per Indigenous person and $302 per non‑Indigenous person. That is, an estimated $0.85 was spent per Indigenous Australian for every dollar spent per non‑Indigenous Australian in the population (web‑table W‑I.8).

How much do the different levels of government contribute directly?

Social security payments are mainly provided by the Australian Government with $3.7 billion (99.5 per cent) of Indigenous and $85 billion (99.5 per cent) of non‑Indigenous social security support expenditure in 2010‑11. State and Territory Government social security support is restricted to the provision of concessions and allowances to low‑income earners. There is no indirect expenditure reported for this area (attachment table 6.1). 
By category, Australian Government expenditure accounted for:
· assistance to families and children — $1.7 billion of direct Indigenous families and children assistance expenditure and $22.5 billion of direct non‑Indigenous Australians families and children assistance expenditure
· assistance for people with a disability — $991 million of direct Indigenous disability assistance expenditure and $18.7 billion of direct non‑Indigenous Australians direct Indigenous disability assistance expenditure
· assistance to the unemployed — $624 million for direct Indigenous unemployment assistance expenditure and $6.0 billion for direct non‑Indigenous unemployment assistance expenditure
· assistance to the aged — accounted for $277 million of direct Indigenous aged assistance expenditure and $31.7 billion of direct non‑Indigenous aged assistance expenditure
· other social security payments — accounted for $130 million (88 per cent) of Indigenous and $6.1 billion (93 per cent) of non‑Indigenous expenditure on other social security payments. The remaining direct expenditure was contributed by the State and Territory Government for the provisions of concessions and allowances to low‑income earners (web‑table W‑J.4). 

Why is Indigenous expenditure per person different?

Expenditure on social security per Indigenous person varied across jurisdictions and when compared with expenditure per non‑Indigenous Australian. The Report method separately identifies several factors that drive these variations (section 6.2).

For the area of social security support, the additional costs refer to the average payment that each recipient receives. This can be higher, or lower, depending on individual circumstances and assessment eligibility criteria such as economic means (income and assets), family structure, and location. Eligibility criteria vary for individual payments. The interpretation of the additional costs associated with income support payments is as follows:

· higher additional cost of service provision — the average income support payment for Indigenous Australians is higher than non‑Indigenous Australians

· lower costs of service provision — the average income support payment for Indigenous Australians is lower than non‑Indigenous Australians.
Variations in expenditure between Indigenous and non‑Indigenous Australians

The variations in expenditure per person between Indigenous and non‑Indigenous Australians can be explained by differences in the intensity of service use, plus any additional cost of providing services to Indigenous Australians (figure 6.5 and box 6.3).

Figure 6.
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Australian Government plus State and Territory Government direct expenditure per person on social security support by driver of expenditure, 2010-11a
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a(Refer to box 6.3 for guidelines on how to interpret this chart. 
Source: attachment tables 6.1 and 6.3.

Estimated expenditure on social security support per Indigenous person was $2597 higher than per non‑Indigenous person in 2010‑11. The majority of the difference ($1943 or 75 per cent) was attributable to a greater intensity of service use, with the remainder ($654 or 25 per cent) attributable to the additional cost of service provision (attachment tables 6.1 and 6.3). The additional cost of service provision related exclusively to higher costs of providing mainstream services (web‑table W‑I.22).

Compared with non‑Indigenous Australians, expenditure per person for Indigenous Australians on:

· assistance to families and children — was $1945 higher, which mainly related to a greater intensity of service use ($1425 or 73 per cent of the difference), with the remainder ($520 or 27 per cent) attributable to additional cost of service provision (higher average income support payment for Indigenous Australians)
· assistance for people with a disability — was $863 higher, which mainly related to a greater intensity of service use ($799 or 93 per cent of the difference), with the remainder ($64 or 7.4 per cent) attributable to the additional cost of service provision (higher average income support payment for Indigenous Australians)
· assistance to the unemployed — was $807 higher, which related entirely to a greater intensity of service use 

· assistance to the aged — was $975 lower, which mainly related to a lower intensity of service use by Indigenous Australians ($1044 lower). This was partially offset by the additional cost of service provision (higher average income support payment for Indigenous Australians) ($69 higher)

· other social security payments — was $44 lower, which was almost exclusively related to a lower intensity of service use by Indigenous Australians. This was influenced by the lower representation of Indigenous people among veterans and dependants, and widows, deserted wives, divorcees and orphans benefits recipients. However, it was partially offset by the greater intensity of service use by Indigenous Australians of special benefits, Australian Government Disaster Recovery Payments, and concessions and allowances to low‑income earners.

The additional cost of service provision for all social security support payments related exclusively to the higher cost of providing mainstream services.

What influences the intensity of service use and the cost of service provision?

The intensity of service use by Indigenous Australians is driven by the Indigenous use of mainstream services. On average Indigenous recipients of:
 

· assistance to families and children — represented 5.9 per cent of recipients of mainstream assistance to families and children. This was higher for payments such as the parenting payment (single) (10.2 per cent), and lower for payments such as paid parental leave (1.2 per cent)

· assistance to people with a disability — represented 4.9 per cent of recipients of mainstream assistance to people with a disability. This was higher for payments such as the disability support pension (5.3 per cent), and lower for payments such as the carer allowance (2.9 per cent)

· assistance to the unemployed — represented 9.5 per cent of recipients of mainstream assistance to the unemployed. This was higher for payments such as youth allowance (16 per cent), and lower for payments such as the partner allowance (0.6 per cent)

· assistance to the aged — represented 0.8 per cent of recipients of mainstream assistance to the aged. This was higher for payments such as the utility allowance (4.6 per cent), and lower for payments such as seniors supplement (0.1 per cent)

· other social security payments — represented 2.1 per cent of recipients of other mainstream social security payments. This was higher for payments such as assistance to the vulnerable and people in special circumstances (9.6 per cent), and lower for payments such as assistance to veterans and dependants (0.4 per cent) (web‑table W.I.22).
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Attachment 6.A Summary data tables
Table 6.

 SEQ Table \* ARABIC 1
Australian Government plus State and Territory Government direct expenditure on economic participation, 2010-11a, b
	 
	Unit
	NSW
	Vic
	Qld
	WA
	SA
	Tas
	ACT
	NT
	Aust

	Labour and employment services

	Total expenditure

	Indigenous

	Aust Govt
	$m
	 160
	 31
	 240
	 199
	 60
	 10
	 6
	 242
	 947

	State Govt
	$m
	 19
	 9
	 76
	 16
	 3
	 3
	 0
	 27
	 152

	Non-Indigenous

	Aust Govt
	$m
	1 822
	1 404
	1 167
	 541
	 437
	 134
	 81
	 41
	5 627

	State Govt
	$m
	 819
	 494
	 394
	 275
	 204
	 83
	 19
	 41
	2 328

	Total
	$m
	2 820
	1 937
	1 877
	1 030
	 704
	 230
	 106
	 350
	9 054

	Indig. share
	%
	 6.3
	 2.0
	 16.8
	 20.8
	 8.9
	 5.9
	 5.7
	 76.6
	 12.1

	Expenditure per personc

	Indig.
	$/per
	1 058
	1 046
	1 914
	2 759
	2 028
	 662
	1 240
	3 841
	1 910

	Non-Indig.
	$/per
	 376
	 346
	 355
	 369
	 396
	 444
	 284
	 509
	 366

	Ratiod
	ratio
	 2.82
	 3.02
	 5.39
	 7.49
	 5.12
	 1.49
	 4.37
	 7.55
	 5.22

	Social security support

	Total expenditure

	Indigenous

	Aust Govt
	$m
	1 053
	 221
	1 050
	 578
	 225
	 102
	 25
	 481
	3 736

	State Govt
	$m
	 12
	–
	 4
	–
	 3
	–
	–
	–
	 18

	Non-Indigenous

	Aust Govt
	$m
	27 561
	21 585
	17 207
	7 212
	7 341
	2 529
	1 154
	 403
	84 992

	State Govt
	$m
	 297
	–
	 55
	–
	 94
	–
	–
	–
	 446

	Total
	$m
	28 922
	21 806
	18 316
	7 791
	7 664
	2 630
	1 179
	 884
	89 193

	Indig. share
	%
	 3.7
	 1.0
	 5.8
	 7.4
	 3.0
	 3.9
	 2.1
	 54.4
	 4.2

	Expenditure per personc

	Indig.
	$/per
	6 310
	5 869
	6 391
	7 445
	7 363
	4 946
	5 201
	6 888
	6 527

	Non-Indig.
	$/per
	3 961
	3 940
	3 926
	3 257
	4 595
	5 181
	3 285
	2 504
	3 930

	Ratiod
	ratio
	 1.59
	 1.49
	 1.63
	 2.29
	 1.60
	 0.95
	 1.58
	 2.75
	 1.66


(Continued next page)
Table 6.1
(continued)
	 
	Unit
	NSW
	Vic
	Qld
	WA
	SA
	Tas
	ACT
	NT
	Aust

	All economic participation

	Total expenditure

	Indigenous

	Aust Govt
	$m
	1 213
	 252
	1 290
	 777
	 285
	 112
	 31
	 723
	4 683

	State Govt
	$m
	 30
	 9
	 79
	 16
	 7
	 3
	 0
	 27
	 170

	Non-Indigenous

	Aust Govt
	$m
	29 383
	22 989
	18 375
	7 753
	7 779
	2 662
	1 235
	 444
	90 620

	State Govt
	$m
	1 116
	 494
	 448
	 275
	 298
	 83
	 19
	 41
	2 774

	Total
	$m
	31 742
	23 743
	20 192
	8 821
	8 368
	2 861
	1 285
	1 234
	98 247

	Indig. share
	%
	 3.9
	 1.1
	 6.8
	 9.0
	 3.5
	 4.0
	 2.4
	 60.7
	 4.9

	Expenditure per personc

	Indig.
	$/per
	7 367
	6 915
	8 306
	10 204
	9 391
	5 608
	6 440
	10 729
	8 436

	Non-Indig.
	$/per
	4 337
	4 287
	4 281
	3 626
	4 991
	5 624
	3 568
	3 013
	4 296

	Ratiod
	ratio
	 1.70
	 1.61
	 1.94
	 2.81
	 1.88
	 1.00
	 1.80
	 3.56
	 1.96


a Totals may not sum due to rounding. b Direct expenditure includes government outlays on services and programs (including income support) that are paid directly to individuals, non-government service providers, or local governments. An overview of the 2012 Indigenous Expenditure Report method is provided in chapter 2. c Expenditure per person is expenditure divided by the relevant total population. The population data used for these calculations are provided in appendix C, table C.1. d The ratio of total Indigenous expenditure per person to total non‑Indigenous expenditure per person. This reflects the combined effects of differential use patterns and costs between Indigenous and non-Indigenous people (subject to the limitation of the data and methodology). – Zero or rounded to zero.
Source: web-tables W-J.1 and W-K.1.
Table 6.

 SEQ Table \* ARABIC 2
Australian Government plus State and Territory Government direct expenditure on Indigenous economic participation by type of expenditure, 2010‑11a, b
	 
	NSW
	Vic
	Qld
	WA
	SA
	Tas
	ACT
	NT
	Aust

	Labour and employment services

	Total Indigenous expenditure ($million)

	Mainstreamc
	 104
	 25
	 153
	 58
	 24
	 12
	 3
	 70
	 449

	Indig. specificd
	 74
	 15
	 163
	 156
	 39
	 2
	 3
	 198
	 650

	Total Indig.
	 179
	 39
	 316
	 214
	 63
	 14
	 6
	 268
	1 099

	Indigenous expenditure per person ($/person)e

	Mainstreamc
	 618
	 652
	 927
	 753
	 769
	 573
	 531
	1 008
	 780

	Indig. specificd
	 440
	 394
	 987
	2 006
	1 260
	 88
	 708
	2 833
	1 130

	Total Indig.
	1 058
	1 046
	1 914
	2 759
	2 028
	 662
	1 240
	3 841
	1 910

	Social security support

	Total Indigenous expenditure ($million)

	Mainstreamc
	1 065
	 221
	1 054
	 578
	 229
	 102
	 25
	 481
	3 755

	Indig. specificd
	–
	–
	–
	–
	–
	–
	–
	–
	–

	Total Indig.
	1 065
	 221
	1 054
	 578
	 229
	 102
	 25
	 481
	3 755

	Indigenous expenditure per person ($/person)e

	Mainstreamc
	6 310
	5 869
	6 391
	7 445
	7 363
	4 946
	5 201
	6 888
	6 527

	Indig. specificd
	–
	–
	–
	–
	–
	–
	–
	–
	–

	Total Indig.
	6 310
	5 869
	6 391
	7 445
	7 363
	4 946
	5 201
	6 888
	6 527

	All economic participation

	Total Indigenous expenditure ($million)

	Mainstreamc
	1 169
	 245
	1 207
	 637
	 252
	 114
	 28
	 552
	4 203

	Indig. specificd
	 74
	 15
	 163
	 156
	 39
	 2
	 3
	 198
	 650

	Total Indig.
	1 243
	 260
	1 369
	 793
	 292
	 115
	 31
	 749
	4 853

	Indigenous expenditure per person ($/person)e

	Mainstreamc
	6 927
	6 521
	7 319
	8 198
	8 132
	5 519
	5 732
	7 896
	7 307

	Indig. specificd
	 440
	 394
	 987
	2 006
	1 260
	 88
	 708
	2 833
	1 130

	Total Indig.
	7 367
	6 915
	8 306
	10 204
	9 391
	5 607
	6 440
	10 729
	8 436


a Totals may not sum due to rounding. b Direct expenditure includes government outlays on services and programs (including income support) that are paid directly to individuals, non-government service providers, or local governments. An overview of the 2012 Indigenous Expenditure Report method is provided in chapter 2. c Mainstream expenditure includes outlays on programs, services and payments that are available to both Indigenous and non-Indigenous Australians on either a targeted or universal basis. Indigenous mainstream expenditure comprises a component estimated on the basis of service use and a component estimated on the basis of the difference in the cost of providing these services to Indigenous and non-Indigenous people. Estimates for these sub-components are available in the detailed web-based tables (appendix D). d Indigenous specific expenditure includes outlays on programs, services and payments that are explicitly targeted to Indigenous Australians. These programs, services and payments can be either complementary (additional) to, or substitute (alternative) for, mainstream services. Estimates for these sub-components are available in the detailed web-based tables (appendix D). e Expenditure per person is expenditure divided by the relevant total population. The population data used for these calculations are provided in appendix C, table C.1. – Zero or rounded to zero.
Source: web-tables W-J.1 and W-K.1.
Table 6.

 SEQ Table \* ARABIC 3
Australian Government plus State and Territory Government direct expenditure on Indigenous economic participation by driver of expenditure, 2010‑11a, b
	 
	NSW
	Vic
	Qld
	WA
	SA
	Tas
	ACT
	NT
	Aust

	Labour and employment services

	Total Indigenous expenditure ($million)

	Intensity of usec
	 104
	 25
	 153
	 58
	 24
	 12
	 3
	 64
	 443

	Cost of provisiond
	 74
	 15
	 163
	 156
	 39
	 2
	 3
	 204
	 656

	Total Indig.
	 179
	 39
	 316
	 214
	 63
	 14
	 6
	 268
	1 099

	Indigenous expenditure per person ($/person)e

	Intensity of usec
	 618
	 652
	 927
	 753
	 769
	 573
	 531
	 920
	 769

	Cost of provisiond
	 440
	 394
	 987
	2 006
	1 260
	 88
	 708
	2 921
	1 140

	Total Indig.
	1 058
	1 046
	1 914
	2 759
	2 028
	 662
	1 240
	3 841
	1 910

	Social security support

	Total Indigenous expenditure ($million)

	Intensity of usec
	 968
	 199
	 960
	 506
	 205
	 94
	 21
	 426
	3 378

	Cost of provisiond
	 97
	 22
	 94
	 72
	 24
	 8
	 5
	 55
	 376

	Total Indig.
	1 065
	 221
	1 054
	 578
	 229
	 102
	 25
	 481
	3 755

	Indigenous expenditure per person ($/person)e

	Intensity of usec
	5 734
	5 292
	5 822
	6 516
	6 595
	4 580
	4 259
	6 096
	5 873

	Cost of provisiond
	 575
	 577
	 570
	 929
	 768
	 366
	 942
	 792
	 654

	Total Indig.
	6 310
	5 869
	6 391
	7 445
	7 363
	4 946
	5 201
	6 888
	6 527

	All economic participation

	Total Indigenous expenditure ($million)

	Intensity of usec
	1 072
	 224
	1 113
	 565
	 229
	 106
	 23
	 490
	3 821

	Cost of provisiond
	 171
	 37
	 257
	 228
	 63
	 9
	 8
	 259
	1 032

	Total Indig.
	1 243
	 260
	1 369
	 793
	 292
	 115
	 31
	 749
	4 853

	Indigenous expenditure per person ($/person)e

	Intensity of usec
	6 352
	5 944
	6 749
	7 269
	7 364
	5 153
	4 790
	7 016
	6 642

	Cost of provisiond
	1 015
	 972
	1 557
	2 935
	2 028
	 454
	1 650
	3 713
	1 794

	Total Indig.
	7 367
	6 915
	8 306
	10 204
	9 391
	5 608
	6 440
	10 729
	8 436


a Totals may not sum due to rounding. b Direct expenditure includes government outlays on services and programs (including income support) that are paid directly to individuals, non-government service providers, or local governments. An overview of the 2012 Indigenous Expenditure Report method is provided in chapter 2. c Intensity of service use component includes the use of mainstream services plus substitute Indigenous specific services. Estimates for these sub-components are available in the detailed web-based tables (appendix D). d Cost of service provision component includes any additional cost of providing mainstream services to Indigenous Australians plus complementary Indigenous specific services. Estimates for these sub-components are available in the detailed web-based tables (appendix D). e Expenditure per person is expenditure divided by the relevant total population. The population data used for these calculations are provided in appendix C, table C.1.
Source: web-tables W-L.1 and W-M.1.

� 	Home ownership and access to land and native title assets, which are also included in the economic participation building block, are covered in chapters 7 and 8, respectively.


� 	The ABS estimates of Indigenous employment include people participating in Australian CDEP. If CDEP participation is excluded, the proportion of the Indigenous population aged 18–64 years in employment was 48.2 per cent in 2008 ( SCRGSP 2011, p. 4.63).


� 	Economic participation estimates are based on 40 separate service use measures. The Indigenous representations in total user estimates reported here are weighted averages.


� 	Social security estimates are based on 34 separate service use measures. The Indigenous representations in total recipients estimates reported here are weighted averages.
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