	
	


	
	



4
Adjusting for under-identification
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 need to be adjusted for: 

· Indigenous under‑identification — the degree to which the Indigenous status of service users is 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.

This chapter focuses on the concepts and methods used to adjust for Indigenous under-identification. The same methods are adopted for identifying service use measures for allocating Australian Government expenditure across states and territories (chapter 7). 
An overview of the concepts is provided in section 4.1. Section 4.2 discusses the data sources and estimation methods used for the 2012 Indigenous Expenditure Report.
4.1
Indigenous under-identification concepts
Indigenous under‑identification is defined as a measure of the degree to which Indigenous service users are not correctly identified or recorded in data collections.

Figure 4.
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The method for the proration of mainstream expenditure requires the service use measure to be adjusted for Indigenous under-identification where appropriate.

The key concepts relating to Indigenous under-identification are illustrated in figure 4.1. For a given cohort of services users, the Indigenous status of individuals can be:

· correctly identified — people who are correctly identified and recorded in data collections as Indigenous or non-Indigenous (areas A and B)

· incorrectly identified — people who are incorrectly identified or recorded as Indigenous or non‑Indigenous (areas F and G). 

Incorrect identification can occur where a service administrator incorrectly assumes a service user is or is not Indigenous. This could also arise where information systems/survey instruments allocate non‑responses to a default category. 

The number of non-Indigenous Australians incorrectly identified as Indigenous (area F) is likely to be small
· not known — people who have not been recorded as Indigenous or non‑Indigenous (area C). Some of these people will be Indigenous (area E), and some will be non‑Indigenous (area D).

Indigenous status might not be reported for a number of reasons including lack of understanding, perceived service access implications, and attitudes toward information collection or government agencies or because the respondent was not asked.

Indigenous under-identification refers to the net effect on the number of Indigenous service users of areas E, F and G in figure 4.1. This refers to the extent to which the number of Indigenous service users (area A) is understated in the data.

While the collection of Indigenous status can include non-response rates (areas D and E), accurate information on under‑identification can be difficult to ascertain and extrapolate. In practice, for some service areas, this information is based on expert judgement or on the known experience in similar services. 
Improving Indigenous identification will require the ongoing cooperation of agencies and bodies responsible for administering the collections from which service use measures are drawn (box 4.1).
	Box 4.

 SEQ Box \* ARABIC 1
Identifying Indigenous service users

	Adhering to national standards in collecting and recording responses to the Indigenous status of Australians will help ensure that the same concept of Indigeneity is measured across data collections. Self-reporting is regarded as the most accurate means of ascertaining an individual’s Indigenous or non-Indigenous status. A standard question is used to collect Indigenous status data by Australian Bureau of Statistics (ABS) in the Census and household surveys, and Australian Institute of Health and Welfare (AIHW) national administrative data sets. 
In order to collect accurate data, the standard question should be asked of the respondent as it is worded, and the response must be correctly recorded. The Australian standards for the Indigenous identification question wording and recording are available from the ABS and AIHW.

	Source: National best practice guidelines for collecting Indigenous status in health data sets (AIHW Cat. no. AIHW 29).

	

	


4.2
Indigenous under‑identification information and adjustments
A range of collection methods are used to identify the extent of Indigenous under‑identification. Each method has implications for the way in which Indigenous under‑identification can be estimated. Figure 4.2 illustrates these approaches and the assumptions the Indigenous Expenditure Report uses to calculate Indigenous under‑identification.
Figure 4.
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No further adjustment required
Some collection methods include explicit processes to adjust service use data for the extent of Indigenous under‑identification and incorporate these adjustments in final data estimates.

Where the service use data has been adjusted for Indigenous under‑identification no additional adjustment  is required.

Indigenous under‑identification estimated 
Some agencies conduct research and analysis to identify the extent of Indigenous under‑identification in data collections, but do not adjust the service use measure For example, the ABS conducts a post‑enumeration survey to measure the extent of Indigenous under‑identification in the population census, but does not adjust the census estimates themselves.

For some collections the analysis is restricted to those people that have not responded to the Indigenous identification question. For these collections, it is implicitly assumed that all people have correctly identified as Indigenous or non‑Indigenous, but adjustment is required to account for the non‑response.

Where existing analysis provides the necessary information, the Indigenous under‑identification adjustment is based on this.

Indigenous status of non‑response is unknown

Collections generally have little information on the Indigenous status of people that have not responded to the Indigenous identification question in their collection.

For these collections it is implicitly assumed that all people have correctly identified as Indigenous or non‑Indigenous, but adjustment is required to account for the non‑response.

If the distribution of non-respondents is not known, one of six possible approaches is taken for treating the data relating to those non‑respondents. Under these different approaches, the Indigenous Expenditure Report method assumes that the non‑response population can be described as:

1. Requires no further adjustment — the service use data has already been adjusted for Indigenous under-identification

2. Estimated based on analysis — Indigenous under-identification has been estimated and is based on the available analysis

3. 100 per cent non-Indigenous — it is assumed that 100 per cent of the non‑responses are non‑Indigenous

4. Same as known response distribution — the unknown responses are distributed in the same proportion as the known responses

5. Same as the resident population distribution — the unknown responses are distributed in the same proportion as the resident population

6. No adjustment — where the level of Indigenous non‑response is unknown (or not published) or the level of under‑identification has not been estimated, no adjustment to the Indigenous service use has been made. Conceptually, this is equivalent to assuming that 100 per cent of the non‑response is non‑Indigenous.

Six options for the treatment of non-response data have been identified for collections where the Indigenous distribution of non‑response is unknown. 
Non‑Indigenous status not identified

Many collections record people that identify as Indigenous, but some collections do not record the status of the other service users, whether they are non-Indigenous or did not respond.

In these collections it is assumed that all people not explicitly identified as Indigenous are non‑Indigenous.

Where the status of non‑Indigenous Australians is not explicitly collected, the Indigenous Expenditure Report assumes that 100 per cent of those people not identified as Indigenous are non‑Indigenous.

Presentation of Indigenous under‑identification sources and methods 

Appendix B provides a summary of the Indigenous Expenditure Report approach to measuring Indigenous under‑identification for each service use measure selected for each expenditure category.
� 	Australian Government expenditure is allocated across states and territories using the approach described in chapter 7 before this method is applied.
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Has the service use measure been adjusted for Indigenous 
under-identification?


Non-Indigenous status not identified:
Assume that 100 per cent of those people not explicitly identified as Indigenous are non-Indigenous.


No further adjustment required:
No further adjustment required for the expenditure reporting.


YES


NO


Indigenous distribution of 
non-response is 'unknown':
Indigenous under-identification needs to be assumed (see options 1-6).


Is Indigenous and non-Indigenous status explicitly identified in the collection instrument?


YES


NO


Indigenous under-identification estimated:
Indigenous under-identification is based on the available analysis.
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under-identification been estimated?


NO


YES



