	
	


	
	



Australian Government expenditure by state and territory
This supplement presents estimates of Australian Government expenditure on services that relate to Indigenous Australians on a state and territory geographical basis.
 It complements the estimates published in the 2010 Indigenous Expenditure Report (the 2010 Report) (IERSC 2010a), and facilitates an estimate of total government resources committed to Indigenous services in each jurisdiction.

The 2010 Report provides estimates of expenditure related to Indigenous Australians for each State and Territory government and for the Australian Government in aggregate. However, at the time the 2010 Report was released, it was not possible to separately identify the Australian Government’s contribution to specific State and Territory governments, or the direct expenditure by the Australian Government in each state and territory. 

As with the information in the 2010 Report, the estimates in this supplement represent a first step and many data quality and methodological challenges are yet to be resolved. Also, while the estimates in this supplement are based on much of the same data used for the 2010 Report, there have been some minor improvements to the allocations across expenditure categories since the 2010 Report was released. As a consequence, small variations exist for some service categories.
The Australian Government expenditure framework is introduced in section 1, followed by an overview of the estimation method and key interpretation issues (section 2). Estimates of expenditure for the six broad areas of expenditure that relate to the National Indigenous Reform Agenda are presented in section 3. More detailed estimates for the 87 expenditure categories that underpin the six broad areas of expenditure summarised in this supplement are available electronically on the project website (appendix C).

1
Australian Government expenditure framework

The Australian Government undertakes expenditure on a range of services that support Indigenous Australians. These services are a combination of mainstream services (available to all Australians) and targeted Indigenous specific services (available to Indigenous Australians only).

Australian Government expenditure in each state and territory is a combination of:

· direct expenditure — expenditure on services and programs (including income support) that are paid directly to individuals, non-government service providers, or local governments. This represented around $241 billion (74 per cent) of total Australian Government expenditure in 2008-09 (IERSC 2010a unpublished)

· indirect expenditure (payments ‘to’ and ‘through’ State and Territory governments) — payments for specific purposes and general revenue assistance, including GST payments, provided to State and Territory government (box 1). This represented around $84 billion or 26 per cent of total Australian Government expenditure in 2008-09 (IERSC 2010a unpublished).
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	Box 1
Australian Government indirect expenditure

	The key forms of indirect Australian Government expenditure involve financial support to State and Territory governments for the administration and delivery of services through: 

· National Specific Purpose Payments (National SPPs) — payments to State and Territory governments to deliver services detailed in the following five National SPPs:

· National Healthcare SPP

· National Schools SPP

· National Skills and Workforce Development SPP

· National Disability Services SPP

· National Affordable Housing SPP.

· National Partnership payments (NPs) — there are three types of NP payments:

· project payments — payments to State and Territory governments to support the delivery of specific projects

· facilitation payments — payments to State and Territory governments to undertake national reforms
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	Box 1
Continued

	· reward payments — payments for State and Territory governments that deliver reform progress or continuous improvement in service delivery.

In 2008-09, the Australian Government provided $41.7 billion to State and Territory governments in National SPPs and National Partnership payments

· GST and general revenue assistance — payments provided to State and Territory government without conditions, to spend according to their own budget.

In 2008-09, the Australian Government provided $42.4 billion in general revenue assistance, nearly all ($41.2 billion) in GST payments.

	Source: Aus Gov (2009).

	

	


2
Estimation method

The method adopted for estimating Australian Government expenditure in each state and territory is an extension of the general approach employed for the Indigenous Expenditure Report. It utilises the concept of a service use measure to identify the Indigenous share of Australian Government expenditure in each state and territory. Measures of service use provide a proxy for the distribution of cost (not benefit) among service users. 

A more detailed description of the proration method is presented in appendix A. Further information on the proration method used in the Indigenous Expenditure Report is provided in the 2010 Report Service Use Measure Definitions Manual (IERSC 2010b).

Mapping state and territory expenditure by outcome area

Australian Government expenditure is allocated to 87 service areas in accordance with the ABS Government Purpose Classification (GPC) guidelines. This allows the expenditure estimates to be mapped at a high level to the National Indigenous Reform Agreement and Overcoming Indigenous Disadvantage report framework ‘building blocks’:

· early child development, and education and training — the Indigenous Expenditure Report groups two education and development building blocks for reporting purposes:
· early childhood — expenditure related to basic skills for life and learning, including expenditure on childcare and preschool can be readily identified through the GPC. However, expenditure related to early childhood health could not be separately identified for this supplement and the 2010 Report, and is included in health expenditure

· schooling — expenditure related to the development of human capital, including school education, tertiary education and other expenditure on education (such as student transport).
· health — expenditure related to improving Indigenous Australians access to effective health care and improving Indigenous health and life expectancy. This includes expenditure related to hospital services, community and public health services, pharmaceuticals and aids, health administration and research 

· economic participation — expenditure related to improving the participation of Indigenous Australians in Australia’s labour market and reduce unemployment, including labour and employment services and social security support

· healthy homes — expenditure related to the fundamental living conditions that facilitate healthy homes, including expenditure on housing services, community and environment services and transport and communication services

· safe communities — expenditure related to providing essential services that allow for physical and mental wellbeing of Indigenous children and adults, including expenditure on public order and safety, community support and welfare, and recreation and culture

· governance and leadership — expenditure related to the development of a strong governance culture and that facilitates effective governance arrangements in Indigenous communities and organisations. While expenditure related to promoting community engagement and participation in recreational and cultural activities is readily identifiable, governance and leadership expenditure is difficult to identify under the GPC framework, as it relates to expenditure across a broad range of areas.

Estimating Australian Government expenditure by state and territory

The general model for prorating Australian Government expenditure by state or territory involves four stages (figure 1):

1. Identify the components of Australian Government expenditure — for each service area, identify total ‘Indigenous specific expenditure’ and ‘mainstream expenditure’ and for each of these, the ‘direct’ and ‘indirect’ expenditure components.
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	Figure 1
Australian Government proration framework
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2. Apportion direct expenditure across states and territories — allocate direct Indigenous specific expenditure and direct mainstream expenditure across states and territories using information on the state and territory shares of service use, adjusted for differences in the costs of providing services. The state and territory shares of indirect expenditure does not need to be estimated. 

3. Prorate the Indigenous share of mainstream expenditure for each state and territory — estimate the Indigenous share of direct and indirect mainstream expenditure using information on the Indigenous shares of service use, adjusted for differences in costs and under-identification. The Indigenous shares of direct and indirect Indigenous specific expenditure do not need to be estimated.

4. Calculate aggregates — combining the estimates from this method with the estimates produced for the 2010 Report allows the estimation of Australian Government expenditure in each state and territory and total government expenditure in each state and territory. 

Care should be exercised when interpreting estimates

Estimating Australian Government expenditure by state and territory is a complex process and involves a number of assumptions that have implications for how estimates should be interpreted.

· data availability and quality — the quality of expenditure estimates is dependant on the availability and quality of the data sources used in the estimation process.

Expenditure estimates are likely to be more robust where the required data are available and of good quality. In some cases, the required data are not available or are of relatively poor quality 

· appropriateness of cost drivers and reliability of service use measures — the estimation process uses cost drivers as a proxy of actual expenditure on Indigenous services. Therefore, how well a service use measure represents the link between the service use and costs will affect the quality of expenditure estimates.

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.

Further information on general interpretation issues is provided in chapter 2 of the 2010 Report.

Issues associated with the scope of expenditure

The method allows for the identification of total direct and indirect Australian Government expenditure by state and territory. For each state or territory:

· direct Australian Government plus total state or territory expenditure equals total ‘non-capital’
 government expenditure — this provides a robust estimate of the amounts directly expended by the Australian Government, and State and Territory governments on services in the reference year 

· direct plus indirect Australian Government expenditure equals total Australian Government expenditure — this provides a robust estimate of the total amount expended by the Australian Government in the reference year. However, this is not the same as Australian Government expenditure on services to the public because indirect expenditure is paid through State or Territory governments.

· total state or territory expenditure less indirect Australian Government expenditure does not equal State or Territory government expenditure from own sources — the Australian Government share of total State or Territory government expenditure can not be reliably estimated from the information in this supplement because of issues related to indirect expenditure.

State or Territory governments expenditure of the indirect Australian Government can vary from the amounts recorded in Australian Government accounts for a number of reasons including capital expenditure, classification differences and timing (see issues related to indirect expenditure below).
Issues related to indirect expenditure

Interpreting indirect Australian Government expenditure (expenditure ‘to’ and ‘through’ State and Territory governments) is complicated because State and Territory governments have ultimate control on the disposition of that expenditure. This can affect: 

· timing — there may be a time lag between the financial period that the Australian Government accounts for the expenditure and the financial period that the State and Territory governments actually make the expenditure

· capital transfers — Australian Government transfers for capital expenditure purposes are in-scope of the Indigenous Expenditure Report,
 however, some State and Territory government capital expenditure is out-of-scope

· classifications — where the Australian Government records expenditure to one GPC when the indirect expenditure is transferred to State and Territory governments and the receiving jurisdiction records the expenditure to a different GPC when the services are provided to the public.
GST payments for example, are allocated to ‘other government expenditure’ by the Australian Government,
 but are spread across all classifications when State and Territory governments ultimately expend the funds
· inter-government transfers — further improvements are required to identify State and Territory government transfers to the Australian Government.

Australian Government comments
The Australian Government provided the following comments on the major contextual factors that should be taken into consideration when interpreting data in this supplement:

The Australian Government welcomes this Supplement to the 2010 Indigenous Expenditure Report. The Supplement provides, for the first time, estimates of Australian Government expenditure on services that relate to Indigenous Australians on a state and territory basis. 

The estimates of government expenditure in the Supplement reflect the fact that, on average, Indigenous Australians experience a higher level of socio-economic disadvantage and need than non-Indigenous Australians. The variations in Australian Government expenditure across states and territories reflect geographic variations in Indigenous socio-economic disadvantage and need.

Location of residence is a further important contributing factor to the higher level of Australian Government expenditure related to Indigenous Australians. The higher cost of providing services in remote areas contributes to the higher level of government Indigenous expenditures in states and territories with significant remote Indigenous populations.

A further important point to note when interpreting the data is the process by which state and territory governments are funded by the Australian Government. For the purposes of budget reconciliation, this Supplement counts transfer payments to the states and territories in the calculation of overall Australian Government Indigenous expenditure. State and territory governments expend these payments from the Australian Government in meeting their responsibilities for the delivery of programs and services for Indigenous Australians. 

Transfer payments from the Australian Government to state and territory governments include National Specific Purpose Payments and GST payments. National Specific Purpose Payments are Australian Government financial contributions to support state and territory government delivery of services in a particular sector. In the case of National Specific Purpose Payments, state and territory governments have full budget flexibility to allocate these funds within each sector to meet agreed objectives as outlined in National Agreements. In the case of GST payments, state and territory governments have full budget flexibility. In other words, this funding is untied and the Australian Government places no conditions on the way in which this funding is spent.

The Australian Government is committed to improving information on its Indigenous expenditure across states and territories. The estimates of expenditure across states and territories provided in this Supplement to the 2010 Report are a first step in this process. 

3
Expenditure estimates

This supplement provides estimates of Australian Government expenditure in each state and territory, across six broad areas of expenditure that relate to the National Indigenous Reform Agreement and Overcoming Indigenous Disadvantage report framework building blocks (section 2). 

Early child development, and Education and training

Early child development, and Education and training includes expenditure on early childhood education and care (preschool and childcare); school education (primary and secondary schools); tertiary education (university, VET and TAFE education); and other education (such as student income assistance).

The 2010 Indigenous Expenditure Report (chapter 3) provides more information on services and jurisdictions’ expenditure estimates related to early child development, and education and training (IERSC 2010a). More detailed Indigenous expenditure estimates for the 13 early child development, and education and training expenditure categories are available from the project website (appendix C).
Total government expenditure by state and territory 

Nationally, Australian Government and State and Territory government expenditure related to early child development, and education and training accounted for $56 billion (13.6 per cent) of total general government expenditure in 2008‑09. The majority (56.8 per cent) of this related to primary and secondary education (appendix B, table B.2 and B.4).

Estimated total government expenditure related to early child development, and education and training is the combination of:

· Australian Government direct expenditure — estimated to be $14.3 billion (25.5 per cent) of expenditure on these services. Australian Government direct expenditure on these services to Indigenous Australians was $613.2 million — 1.1 per cent of total expenditure on these services (appendix B, table B.2 and B.4)

· State and Territory government expenditure
 — estimated to be $41.7 billion (74.5 per cent) of expenditure on these services (table B.4). State and Territory government expenditure on these services to Indigenous Australians was $2.6 billion — 4.7 per cent of expenditure on these services (tables B.2 and B.4).
Estimated total expenditure per head of population on early child development, and education and training was $5962 per Indigenous person and $2490 per non‑Indigenous person. That is, an estimated $2.39 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 2).

Australian Government direct and indirect expenditure by state and territory 

Nationally, Australian Government expenditure related to early child development, and education and training accounted for $27.2 billion (8.4 per cent) of total general government expenditure in 2008‑09. The majority (44.5 per cent) of this related to primary and secondary education (appendix B, table B.2 and B.3).

Total Australian Government expenditure related to early child development, and education and training is the combination of:

· Australian Government direct expenditure — as discussed under ‘estimated total government expenditure by state and territory’ above, Australian Government direct expenditure was estimated to be $14.3 billion (25.5 per cent) of expenditure on these services
Figure 2
Total government expenditure per head of population on early child development, and education and training, by state and territory, 2008‑09a, b, c
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b State or Territory government expenditure excludes payments and transfers to the Australian Government and to other State or Territory government but includes Australian Government indirect expenditure. c Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, tables B.2 and B.4.

· Australian Government indirect expenditure — estimated to be $13 billion. This represented 15.5 per cent of total indirect Australian Government expenditure on all services, and the majority (88.7 per cent) of indirect expenditure was related to primary and secondary education.

Estimated total Australian Government expenditure per head of population on early child development, and education and training was $2468 per Indigenous person and $1223 per non‑Indigenous person. That is, an estimated $2.02 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 3).

Australian Government Indigenous expenditure by state and territory 

Nationally, Australian Government direct and indirect expenditure related to early child development, and education and training is the combination of:

· Indigenous specific expenditure — estimated to be $635.5 million (47.2 per cent of expenditure on Indigenous services in this area). Most Indigenous specific services and programs were for primary and secondary education (appendix B, table B.6)
Figure 3
Australian Government direct and indirect expenditure per head of population on early child development, and education and training, by state and territory, 2008-09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.5.
Figure 4
Australian Government expenditure per head of population on early child development, and education and training services to Indigenous Australians, by state and territory, 2008-09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.6.

· Indigenous share of mainstream expenditure — estimated to be $709.9 million (52.8 per cent) of expenditure on Indigenous services in this area. Indigenous share of mainstream services and programs were most significant in primary and secondary education (appendix B, table B.6).
Estimated total Australian Government expenditure per head of population on early child development, and education and training was $1166 per Indigenous person on Indigenous specific services and $1302 per Indigenous person on mainstream services (figure 4).

Healthy lives

Healthy lives includes expenditure on hospital services (admitted and non-admitted patient services provided by physical and mental health institutions); community and public health (patient transport, and mental and general health services provided by medical or other registered health practitioners in the community); and other health services (pharmaceuticals, medical aids and appliances, and health administration and research). 

The 2010 Indigenous Expenditure Report (chapter 4) provides more information on services and jurisdictions’ expenditure estimates related to healthy lives (IERSC 2010a). More detailed Indigenous expenditure estimates for the 13 healthy lives expenditure categories are available from the project website (appendix C).
Total government expenditure by state and territory 

Nationally, Australian Government and State and Territory government expenditure related to healthy lives accounted for $80 billion (19.5 per cent) of total general government expenditure in 2008‑09. The majority (44.4 per cent) of this related to hospital services (appendix B, tables B.7 and B.9).

Estimated total government expenditure related to healthy lives is the combination of:

· Australian Government direct expenditure — estimated to be $36 billion (45 per cent) of total expenditure on these services. Australian Government direct expenditure on these services for Indigenous Australians was $1.3 billion — 1.6 per cent of expenditure on these services (appendix B, table B.7 and B.9)

· State and Territory government expenditure6 — estimated to be $44 billion (55 per cent) of expenditure on these services (table B.9). State and Territory government expenditure on these services to Indigenous Australians was $2.3 billion — 2.9 per cent of expenditure on these services (tables B.7 and B.9).
Estimated total expenditure per head of population on healthy lives was $6608 per Indigenous person and $3607 per non‑Indigenous person. That is, an estimated $1.83 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 5).

Figure 5
Total government expenditure per head of population on healthy lives, by state and territory, 2008‑09a, b, c
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b State or Territory government expenditure excludes payments and transfers to the Australian Government and to other State or Territory government but includes Australian Government indirect expenditure. c Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, tables B.7 and B.9.
Australian Government direct and indirect expenditure by state and territory 

Nationally, Australian Government expenditure related to healthy lives accounted for $49.1 billion (15.1 per cent) of total general government expenditure in 2008‑09. The majority (40.5 per cent) of this related to community and public health services (appendix B, tables B.7 and B.8).

Total Australian Government expenditure related to healthy lives is the combination of:

· Australian Government direct expenditure — as discussed under ‘estimated total government expenditure by state and territory’ above, Australian Government direct expenditure was estimated to be $36 billion (45 per cent) of expenditure on these services
· Australian Government indirect expenditure — estimated to be $13.1 billion. This represented 15.6 per cent of total indirect Australian Government expenditure on all services, and the majority (88 per cent) of indirect expenditure was related to hospital services.

Estimated total Australian Government expenditure per head of population on healthy lives was $3587 per Indigenous person and $2228 per non‑Indigenous person. That is, an estimated $1.61 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 6).

Figure 6
Australian Government direct and indirect expenditure per head of population on healthy lives, by state and territory, 2008-09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.10.

Australian Government Indigenous expenditure by state and territory 

Nationally, Australian Government direct and indirect expenditure related to healthy lives for Indigenous Australians is the combination of:

· Indigenous specific expenditure — estimated to be $703.2 million (36 per cent of expenditure on Indigenous services in this area). The majority of Indigenous specific services and programs were in community and public health services (appendix B, table B.11)

· Indigenous share of mainstream expenditure — estimated to be $1.3 billion (64 per cent of expenditure on Indigenous services in this area). The majority of Indigenous share of mainstream services and programs were in hospital services (appendix B, table B.11).
Estimated total Australian Government expenditure per head of population on healthy lives was $1290 per Indigenous person on Indigenous specific services and $2298 per Indigenous person on mainstream services (figure 7).

Figure 7
Australian Government expenditure per head of population on healthy lives services to Indigenous Australians, by state and territory, 2008‑09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.11.

Economic participation

Economic participation 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). 

The 2010 Indigenous Expenditure Report (chapter 5) provides more information on services and jurisdictions’ expenditure estimates related to economic participation (IERSC 2010a). More detailed Indigenous expenditure estimates for the nine economic participation expenditure categories are available from the project website (appendix C).

Total government expenditure by state and territory 

Nationally, Australian Government and State and Territory government expenditure related to economic participation accounted for $101.3 billion (24.7 per cent) of total general government expenditure in 2008‑09. The majority (92.7 per cent) of this related to social security support (appendix B, tables B.12 and B.14).

Estimated total government expenditure related to economic participation is the combination of:

· Australian Government direct expenditure — estimated to be $98.4 billion (97.1 per cent) of expenditure on these services. Australian Government direct expenditure on these services to Indigenous Australians was $4.3 billion — 4.2 per cent of expenditure on these services (appendix B, tables B.12 and B.14)

· State and Territory government expenditure6 — estimated to be $3.0 billion (2.9 per cent) of expenditure on these services (appendix B, table B.14). State and Territory government expenditure on these services to Indigenous Australians was $131.1 million — 0.1 per cent of expenditure on these services (appendix B, tables B.12 and B.14).
Estimated total expenditure per head of population on economic participation was $8097 per Indigenous person and $4577 per non‑Indigenous person. That is, an estimated $1.77 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 8).

Australian Government direct and indirect expenditure by state and territory 

Nationally, Australian Government expenditure related to economic participation accounted for $98.6 billion (30.4 per cent) of total general government expenditure in 2008‑09. The majority (94.6 per cent) of this related to social security support (appendix B, tables B.12 and B.13).

Total Australian Government expenditure related to economic participation is the combination of:

· Australian Government direct expenditure — as discussed under ‘estimated total government expenditure by state and territory’ above, Australian Government direct expenditure was estimated to be $98.4 billion (97.1 per cent) of expenditure on these services
· Australian Government indirect expenditure — estimated to be $219.7 million. This represented 0.3 per cent of total indirect Australian Government expenditure on all services, which mainly related to social security support.

Figure 8
Total government expenditure per head of population on economic participation, by state and territory, 2008‑09a, b, c
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b State or Territory government expenditure excludes payments and transfers to the Australian Government and to other State or Territory government but includes Australian Government indirect expenditure. c Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, tables B.12 and B.14.

Figure 9
Australian Government direct and indirect expenditure per head of population on economic participation, by state and territory, 2008-09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.15.

Estimated total Australian Government expenditure per head of population on economic participation was $7874 per Indigenous person and $4453 per non‑Indigenous person. That is, an estimated $1.77 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 9).

Australian Government Indigenous expenditure by state and territory 

Nationally, Australian Government direct and indirect expenditure related to Indigenous Australians’ economic participation is the combination of:

· Indigenous specific expenditure — estimated to be $625.4 million (14.6 per cent of expenditure on Indigenous services in this area). Indigenous specific services and programs were related to labour and employment services (appendix B, table B.16)

· Indigenous share of mainstream expenditure — estimated to be $3.7 billion (85.4 per cent of expenditure on Indigenous services in this area). The majority of Indigenous mainstream services and programs were in social security support (appendix B, table B.16).
Estimated total Australian Government expenditure per head of population on economic participation was $1147 per Indigenous person on Indigenous specific services and $6727 per Indigenous person on mainstream services (figure 10).

Figure 10
Australian Government expenditure per head of population on economic participation services to Indigenous Australians, by state and territory, 2008-09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.16.

Home environment

Home environment includes expenditure on housing services (home purchase assistance, rental assistance, social housing and defence housing); community and environment services (community development, water, sanitation and environment protection, and fuel and energy services); and transport and communications services. 

The 2010 Indigenous Expenditure Report (chapter 6) provides more information on services and jurisdictions’ expenditure estimates related to home environment (IERSC 2010a). More detailed Indigenous expenditure estimates for the 18 home environment expenditure categories are available from the project website (appendix C).

Total government expenditure by state and territory 

Nationally, Australian Government and State and Territory government expenditure related to home environment accounted for $40 billion (9.8 per cent) of total general government expenditure in 2008‑09. The majority (47.7 per cent) of this related to transport and communications services (appendix B, table B.17 and B.19).

Estimated total government expenditure related to home environment is the combination of:

· Australian Government direct expenditure — estimated to be $9.3 billion (23.2 per cent) of expenditure on these services. Australian Government direct expenditure on these services to Indigenous Australians was $528.8 million — 1.3 per cent of expenditure on these services (appendix B, tables B.17 and B.19)

· State and Territory government expenditure6 — estimated to be $30.7 billion (76.8 per cent) of expenditure on these services (appendix B, table B.18). State and Territory government expenditure on services to Indigenous Australians was $1.8 billion — 4.4 per cent of expenditure on these services (appendix B, tables B.17 and B.19)

Estimated total expenditure per head of population on home environment was $4214 per Indigenous person and $1782 per non‑Indigenous person. That is, an estimated $2.36 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 11).

Figure 11
Total government expenditure per head of population on home environment, by state and territory, 2008‑09a, b, c
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b State or Territory government expenditure excludes payments and transfers to the Australian Government and to other State or Territory government but includes Australian Government indirect expenditure. c Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, tables B.17 and B.19.

Australian Government direct and indirect expenditure by state and territory 

Nationally, total Australian Government expenditure related to home environment accounted for $18.3 billion (5.6 per cent) of total Australian Government expenditure in 2008‑09. The majority (40.8 per cent) of this related to community and environment services (appendix B, tables B.17 and B.18).

Estimated total Australian Government expenditure related to home environment is the combination of:

· Australian Government direct expenditure — as discussed under ‘estimated total government expenditure by state and territory’ above, Australian Government direct expenditure was estimated to be $9.3 billion (23.2 per cent) of total expenditure on these services
· Australian Government indirect expenditure — estimated to be $9.0 billion. This represented 10.8 per cent of total indirect Australian Government expenditure on all services. The majority of indirect expenditure was related to transport and communications services.

Estimated total Australian Government expenditure per head of population on home environment was $2197 per Indigenous person and $809 per non‑Indigenous person. That is, an estimated $2.72 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 12).

Figure 12
Australian Government direct and indirect expenditure per head of population on home environment, by state and territory, 2008‑09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.20.

Australian Government Indigenous expenditure by state and territory 

Nationally, total Australian Government direct and indirect expenditure related to Indigenous Australians’ home environment is the combination of:

· Indigenous specific expenditure — estimated to be $663.1 million (55.4 per cent of total expenditure on Indigenous services in this area). Indigenous specific services and programs were most significant in housing services (appendix B, table B.21)

· Indigenous share of mainstream expenditure — estimated to be $534.9 million (44.6 per cent of expenditure on Indigenous services in this area). The majority of Indigenous mainstream services and programs were in community and environmental services (appendix B, table B.21)

Estimated total Australian Government expenditure per head of population on home environment was $1216 per Indigenous person on Indigenous specific services and $981 per Indigenous person on mainstream services (figure 13).

Figure 13
Australian Government expenditure per head of population on home environment to Indigenous Australians, by state and territory, 2008-09a, b
	[image: image13.emf]1.1

2.4

2.3

4.8

1.6

1.3

1.7

1.2

2.2

0

2

4

6

NSW Vic Qld WA SA Tas ACT NT Aus

$'000 per person

Indigenous specific expenditure Indigenous mainstream expenditure




a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.21.

Safe and supportive communities

Safe and supportive communities includes expenditure on public order and safety (including police, civil and criminal justice, corrections and emergency services); community support and welfare (including services to the aged, people with disabilities, and families); and recreation and culture (national parks and sporting facilities). 

The 2010 Indigenous Expenditure Report (chapter 7) provides more information on services and jurisdictions’ expenditure estimates related to safe and supportive communities (IERSC 2010a). More detailed estimates for the 23 safe and supportive communities expenditure categories are available from the project website (appendix C).

Total government expenditure by state and territory 

Nationally, Australian Government and State and Territory government expenditure related to safe and supportive communities services accounted for $64.7 billion (15.8 per cent) of total general government expenditure in 2008‑09. The majority (56.5 per cent) of this related to community support and welfare services (appendix B, tables B.22 and B.24).

Estimated total government expenditure related to safe and supportive communities services is the combination of:

· Australian Government direct expenditure — estimated to be $31.4 billion (48.5 per cent) of expenditure on these services. Australian Government direct expenditure on these services to Indigenous Australians was $2.2 billion — 3.3 per cent of expenditure on these services (appendix B, tables B.22 and B.24)

· State and Territory government expenditure6 — estimated to be $33.3 billion (51.5 per cent) of expenditure on these services (appendix B, table B.24). State and Territory government expenditure on these services to Indigenous Australians was $4 billion — 6.2 per cent of expenditure on these services (appendix B, tables B.22 and B.24).
Estimated total expenditure per head of population on safe and supportive communities was $11 324 per Indigenous person and $2763 per non‑Indigenous person. That is, an estimated $4.10 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 14).

Figure 14
Total government expenditure per head of population on safe and supportive communities, by state and territory, 2008‑09a, b, c
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b State or Territory government expenditure excludes payments and transfers to the Australian Government and to other State or Territory government but includes Australian Government indirect expenditure. c Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, tables B.22 and B.24.

Australian Government direct and indirect expenditure by state and territory 

Nationally, Australian Government expenditure related to safe and supportive communities services accounted for $33.8 billion (10.4 per cent) of total general government expenditure in 2008‑09. The majority (80.3 per cent) of this related to community support and welfare services (appendix B, tables B.22 and B.23).

Total Australian Government expenditure related to safe and supportive communities services is the combination of:

· Australian Government direct expenditure — as discussed under ‘estimated total government expenditure by state and territory’ above, Australian Government direct expenditure was estimated to be $31.4 billion (48.5 per cent) of expenditure on these services
· Australian Government indirect expenditure — estimated to be $2.4 billion. This represented 2.9 per cent of total indirect Australian Government expenditure on all services, and the majority (90.7 per cent) of indirect expenditure was related to community support and welfare services.
Estimated total Australian Government expenditure per head of population on safe and supportive communities was $4271 per Indigenous person and $1487 per non‑Indigenous person. That is, an estimated $2.87 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 15).

Figure 15
Australian Government direct and indirect expenditure per head of population on safe and supportive communities, by state and territory, 2008-09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.25.

Australian Government Indigenous expenditure by state and territory 

Nationally, Australian Government direct and indirect expenditure related to safe and supportive communities services for Indigenous Australians is the combination of:

· Indigenous specific expenditure — estimated to be $1.4 billion (58.6 per cent of expenditure on Indigenous services in this area). The majority of Indigenous specific services and programs were in community support and welfare services (appendix B, table B.26)

· Indigenous share of mainstream expenditure — estimated to be $963.1 million (41.4 per cent of expenditure on Indigenous services in this area). The majority of Indigenous mainstream services and programs were in community support and welfare services (appendix B, table B.26).
Estimated total Australian Government expenditure per head of population on safe and supportive communities was $2505 per Indigenous person on Indigenous specific services, and $1766 per Indigenous person on mainstream services (figure 16).

Figure 16
Australian Government expenditure per head of population on safe and supportive communities services to Indigenous Australians, by state and territory, 2008-09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.26.

Other government expenditure

Other government includes expenditure on general government services and defence services (operations of legislative and executive affairs, financial and fiscal affairs, external affairs and shared services); and support to industry (administration, regulation and support of industry, such as fisheries management). 

The 2010 Indigenous Expenditure Report (chapter 8) provides more information on services and jurisdictions’ expenditure estimates related to other government (IERSC 2010a). More detailed estimates for the 11 other government expenditure categories are available from the project website (appendix C).

Estimated total government expenditure by state and territory 

Nationally, Australian Government and State and Territory government expenditure related to other government accounted for $68.5 billion (16.7 per cent) of total general government expenditure in 2008‑09. The majority (87.9 per cent) of this related to general government services and defence (appendix B, tables B.27 and B.29).

Estimated total government expenditure related to other government is the combination of:

· Australian Government direct expenditure — estimated to be $51.2 billion (74.7 per cent) of expenditure on these services. Australian Government direct expenditure on these services to Indigenous Australians was $1.3 billion — 1.9 per cent of expenditure on these services (appendix B, table B.27 and B.29)

· State and Territory government expenditure6 — estimated to be $17.3 billion (25.3 per cent) of expenditure on these services (appendix B, table B.29). State and Territory government expenditure on these services to Indigenous Australians was $703.9 million — 1 per cent of expenditure on these services (appendix B, tables B.27 and B.29).
Estimated total expenditure per head of population on other government was $3661 per Indigenous person and $3141 per non‑Indigenous person. That is, an estimated $1.17 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 17).

Figure 17
Total government expenditure per head of population on other government, by state and territory, 2008‑09a, b, c
	[image: image17.emf]3.0

3.6

4.4

2.8

3.9

3.5

3.9

5.2

3.7

4.0

4.4

4.8

3.1

3.1

2.8

3.4

3.1

3.3

0

2

4

6

NSW Vic Qld WA SA Tas ACT NT Aus

$'000 per person

Aus Gov direct Indigenous exp. Aus Gov direct non-Indigenous exp.

State Indigenous exp. State non-Indigenous exp.




a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b State or Territory government expenditure excludes payments and transfers to the Australian Government and to other State or Territory government but includes Australian Government indirect expenditure. c Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, tables B.27 and B.29.

Australian Government direct and indirect expenditure by state and territory 

Nationally, Australian Government expenditure related to other government accounted for $97.4 billion (30 per cent) of total general government expenditure in 2008‑09. The majority (95 per cent) of this related to general government services and defence (appendix B, tables B.27 and B.28).

Total Australian Government expenditure related to other government is the combination of:

· Australian Government direct expenditure — as discussed under ‘estimated total government expenditure by state and territory’ above, Australian Government direct expenditure was estimated to be $51.2 billion (74.7 per cent) of expenditure on these services
· Australian Government indirect expenditure — estimated to be $46.2 billion. This represented 55 per cent of total indirect Australian Government expenditure on all services. The majority of indirect expenditure was related to general government services and defence.

Estimated total Australian Government expenditure per head of population on other government was $4487 per Indigenous person and $4485 per non‑Indigenous person. That is, an estimated $1.00 was spent per Indigenous person for every dollar spent per non‑Indigenous person in the population (figure 18).

Figure 18
Australian Government direct and indirect expenditure per head of population on other government, by state and territory, 2008‑09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.30.

Australian Government Indigenous expenditure by state and territory 

Nationally, Australian Government direct and indirect expenditure related to other government services to Indigenous Australians is the combination of:

· Indigenous specific expenditure — estimated to be $13.3 million (0.5 per cent of expenditure on Indigenous services in this area). The majority of Indigenous specific services and programs were in general government services and defence (appendix B, table B.31)

· Indigenous share of mainstream expenditure — estimated to be $2.4 billion (99.5 per cent of expenditure on Indigenous services in this area). The majority of Indigenous mainstream services and programs were in general government services and defence (appendix B, table B.31).
Estimated total Australian Government expenditure per head of population on other government was $24 per Indigenous person on Indigenous specific services and $4462 per Indigenous person on mainstream services (figure 19).

Figure 19
Australian Government expenditure per head of population on other government services to Indigenous Australians, by state and territory, 2008-09a, b
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a(Expenditure per head of population is not the same as expenditure per user and should not be interpreted as a proxy for unit cost. b Total Australian expenditure estimates are from the 2010 Report, which are based on national service use data.

Source: Appendix B, table B.31.
4
Priority areas for further development

The estimates in this supplement are a first step. Areas for improvement related to estimating Australian Government expenditure in each state and territory include:

· Australian Government Indigenous specific expenditure by state and territory — it is currently not possible to identify the state and territory allocations of Australian Government Indigenous specific expenditure from the Australian Government Indigenous Expenditure (AGIE) collection. The allocation of AGIE across state and territory must be estimated (section 2), which introduces uncertainty into the overall estimates.

Future developments of the AGIE collection, which facilitate the explicit identification of state and territory Indigenous specific expenditure will contribute to more robust Indigenous expenditure estimates. Improvements will require the cooperation of the Australian Government, in particular the Department of Families, Housing, Community Services and Indigenous Affairs.
· improved state differentials — some expenditure estimates in this supplement assume that there are no differences in expenditure per service user across states and territories. Better information on state differentials will contribute to more reliable estimates and better understanding of cost drivers.
The lack of this information is unlikely to substantially diminish the reliability of the current estimates. Expenditure related to transfers (indirect expenditure),
 most health services,
 social security payments,
 and services provided for the community as a whole
 (appendix A, section A.3) is not subject to state cost differentials. These types of services account for 88.2 per cent of total Australian Government expenditure.

This work represents a component of the further development required to improve the reliability and interpretation of estimates in the Indigenous Expenditure Report. The key future directions of the Indigenous Expenditure Report are summarised in the overview of the 2010 Report (IERSC 2010a, pp. 21–23). Priority areas for improvement for particular areas of expenditure are identified in chapters 3 to 8 of the 2010 Report.

How to contribute to continual improvement

The Steering Committee is committed to a process of continual improvement to ensure that accurate and relevant data are presented in the Indigenous Expenditure Report. Development of the 2012 Report is currently in progress and users of this supplement and interested parties are encouraged to contribute to this process by providing feedback to the Steering Committee.

Following the release of this report, further consultation will be undertaken with government and Indigenous stakeholders to:

· establish report priorities — by identifying the priority issues for report users 

· facilitate continual improvement — by seeking stakeholder input on refinements to the method and identifying potential data sources to inform estimates of Indigenous service use and cost differentials

· prioritise areas for improvement — by identifying where initial efforts for improvement should be best focused.

The Steering Committee welcomes any suggestions on how the report approach or presentation can be improved (box 2).

Do not delete this return as it gives space between the box and what precedes it.
	Box 2
How to contribute to the improvement of this report

	Please contact the Secretariat if you require clarification on the information presented in this report. Suggestions on how the report approach or presentation can be improved should be made in writing and emailed to the Secretariat:

Indigenous Expenditure Report Secretariat
Steering Committee for the Review of Government Service Provision
Productivity Commission
LB 2 Collins Street East Post Office
Melbourne VIC 8003

Tel:
(03) 9653 2100
or
Freecall:
1800 020 083
Fax:
(03) 9653 2359

Email:
gsp.ier@pc.gov.au
http://www.pc.gov.au/ier

To be notified of developments relating to this report please register on the report’s interested parties list via the project website.
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�	In this supplement lower case state and territory refers to the geographical boundaries of jurisdictions, and upper case State and Territory refers to the jurisdictional governments.


� 	Excludes transactions related to the acquisition of non-financial assets but include expenses related to ‘depreciation’ and ‘capital transfer payments’. 


�	Even though they are called ‘capital transfers’ they are non-capital expenditure from the Australian Government’s perspective, because they do not result in an asset that is owned by the Australian Government.


� 	State and Territory government expenditure related to the acquisition of non-financial assets are out–of–scope, but expenditure related to ‘depreciation’, ‘capital transfer payments’ and ‘property expenses’ are in�scope.


� 	This allocation is consistent with the ABS Government Finance Statistics guidelines which require GST payments to be allocated to general purpose inter-governmental transactions (GPC 1420).


� 	State and Territory government expenditure exclude inter-government transactions but includes Australian Government indirect expenditure.


� 	State and territory allocations of indirect expenditure are known.


� 	Health service estimates are based on AIHW parameters with the majority of expenditure estimates incorporating cost differential information.


� 	The level of most social security payments are determined on a needs criteria rather than location.


� 	The majority of expenditure services provided for the community relates to the operations of the machinery of government and is made on behalf of all Australians.
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