	
	


	
	



6
Indigenous specific expenditure
An overview of the Steering Committee’s approach to prorating mainstream expenditure between Indigenous and non‑Indigenous services is provided in chapter 2.
 
Service use measures are used to identify the Indigenous share of expenditure:

	Indigenous share of mainstream 
expenditure
	=
	Total mainstream expenditure
	×
	Service 
use 
measure
	[1]


The approach in equation [1] is extended to recognise that the service use measure might need to be adjusted for: 

· Indigenous under‑identification — the degree to which Indigenous service users are not correctly identified or recorded in data collections

· Indigenous cost differential — to account for the fact that the average cost of providing a government service to Indigenous Australians may be more/less than the cost of providing the same service to non‑Indigenous Australians

· use of substitute Indigenous specific services — the degree to which the service use measure includes users of substitute Indigenous specific services.
A detailed definition of Indigenous specific expenditure is provided in chapter 3 of the 2012 Report Expenditure Data Manual.

This chapter focuses on the concepts, sources and methods used to adjust measures of service use to account for Indigenous and non‑Indigenous use of Indigenous specific programs, services and payments. 

An overview of the concepts is provided in section 6.1. Section 6.2 discusses the data sources and estimation methods used for the Indigenous Expenditure Report.

6.1
Indigenous specific expenditure concepts

A detailed definition of Indigenous specific expenditure is provided in chapter 3 of the 2012 Report Expenditure Data Manual. The manual states that Indigenous specific programs, services and payments are explicitly targeted to Indigenous Australians.

Indigenous specific expenditure is ‘expenditure on programs, services and payments that are explicitly targeted to Indigenous Australians’.

The service use measure needs to be adjusted where participants of a substitute Indigenous specific program, service or payment are counted as a mainstream service user. This may occur in the following circumstance:

· the service use measure only accounts for total service users — which may include Indigenous specific programs, services and payments

The service use measure needs to be adjusted where participants of a substitute Indigenous specific program, service or payment are counted as a mainstream service user.

There are circumstances where the service use measure does not need to be adjusted, despite the existence of Indigenous specific programs, services and payments. These include:

· complementary Indigenous specific programs, services and payments — complementary services are provided in addition to mainstream services. As such, Indigenous users of the Indigenous specific program are also users of the mainstream program and should be counted in the service use measure

· the service use measure excludes participants of Indigenous specific programs, services and payments — some service use measures relate to use of a specific service or range of services, which can be specified to explicitly exclude the Indigenous specific service.

6.2
Indigenous specific expenditure information and adjustment methods

Substitute Indigenous specific expenditure adjustment data source

The following information is required to be collected for each Indigenous specific program, service or payment in each jurisdiction:
· program expenditure — total expenditure on the program in whole dollars:

· program expenditure related to Indigenous Australians 

· program expenditure related to non‑Indigenous Australians 

· total program expenditure.

· relationship of Indigenous specific program to mainstream services — whether the program is a:

· complementary service — provided in addition to mainstream services

· substitute service — provided as an alternative to a mainstream service.

Where a service is identified as a substitute service, data providers identify whether the users of the Indigenous specific program are counted in the service use measure.

If the users are counted in the service use measure data, data providers include estimates of one of the following:
· number of Indigenous specific program service users
· Indigenous specific service cost differential — if the above is not available, jurisdictions provide an estimate of the additional cost per Indigenous user of the Indigenous specific service as compared to the cost per Indigenous user of mainstream services. 

Mainstream service user measure adjustment factor for users of substitute Indigenous specific services 

The Secretariat calculates a substitute Indigenous specific service use adjustment factor where the service use measure data source includes Indigenous users of substitute programs, services and payments. 

The following cases demonstrate how the substitute adjustment factor is calculated:

· no substitute Indigenous specific services — no adjustment required

· substitute service user adjustment = 1

· substitute Indigenous specific service users already excluded from mainstream service use measure data — no adjustment required

· substitute service user adjustment = 1 

Where substitute Indigenous specific service users are included in the mainstream service use measure data, the substitute adjustment factor is calculated such that they are excluded. 

This preferred method of calculating the substitute service use adjustment factor is provided in equation [2]: 
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Where:

A = Total indigenous and non-Indigenous specific and mainstream service users

B = Indigenous service users of Indigenous specific and mainstream services

C = Indigenous users of Indigenous specific services

D = Total (Indigenous and non-Indigenous) users of Indigenous specific services 

However, in some circumstances this method is not possible as either:

· the number of users of the Indigenous specific program is unknown 

· the users of the Indigenous specific program cannot be subtracted from the mainstream service use measure (as the two data sources may be incompatible).

Where this information is not available, it is possible to calculate the substitute service use adjustment factor by estimating the extent to which the Indigenous mainstream expenditure would be over‑estimated using the following approach:
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Where:

A = Mainstream Indigenous expenditure (unadjusted)

B = Mainstream Indigenous expenditure overestimate 

Calculation of Mainstream Indigenous expenditure overestimate:
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Where:

A = Indigenous specific expenditure
B = Non-Indigenous service users

C = Total (Indigenous and Non-Indigenous) service users

D = Indigenous specific expenditure cost differential
� 	Australian Government expenditure is allocated across states and territories using the approach described in chapter 7 before this method is applied.


�	Steering Committee for the Review of Government Service Provision, 2012, Expenditure Data Manual, 2012 Indigenous Expenditure Report, Productivity Commission.


� 	There can, however, be some use of these services and programs by non-Indigenous Australians in particular locations (for example, Indigenous specific health services in remote communities).
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