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Foreword

The 2012 Indigenous Expenditure Report is the second in a series of biennial reports first commissioned by the Council of Australian Governments (COAG) in December 2007.

The Report presents estimates of expenditure by all governments on both Indigenous specific and mainstream services to Aboriginal and Torres Strait Islander people. The estimates are broadly aligned to the COAG Closing the Gap building blocks.

The Report can contribute to better policy making and thus improved outcomes for Indigenous Australians by providing information on the levels, patterns and drivers of government expenditure on the services they receive. When combined with other data, the estimates provide the basis for acquiring a better understanding of the adequacy, effectiveness and efficiency of such government expenditure. The Report also helps governments identify areas where improved data or more detailed investigations are required to address key questions about services to Indigenous Australians.

While the estimates in this report represent the best collective effort of the jurisdictions, they should be interpreted with due consideration to the caveats expressed. Identifying the Indigenous component of expenditure is not straightforward, with a number of data and methodological challenges yet to be resolved. 
On behalf of the Steering Committee, thanks are extended to all those who contributed to this report. Special thanks are due to members of the Indigenous Expenditure Report Working Group and its Convenor, Commissioner Robert Fitzgerald. I am also very grateful for the efforts and commitment of Secretariat staff at the Productivity Commission. 

Gary Banks AO
Chair, Steering Committee
September 2012
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Acronyms and abbreviations
ABS
Australian Bureau of Statistics

ACT
Australian Capital Territory

AIHW
Australian Institute of Health and Welfare

COAG
Council of Australian Governments 

CRC 
COAG Reform Council

DVA
Department of Veterans’ Affairs

FaHCSIA
Department of Families, Housing, Community Services and Indigenous Affairs

GFS
Government Finance Statistics

GPC
Government Purpose Classification

GST
Goods and Services Tax

NIRA
National Indigenous Reform Agreement

NSW
New South Wales

NT
Northern Territory
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Pharmaceutical Benefits Scheme

Qld 
Queensland
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Repatriation Pharmaceutical Benefits Scheme

SA
South Australia

TAFE
Technical and Further Education

Tas
Tasmania

VET
Vocational Education and Training

Vic
Victoria

WA
Western Australia

Glossary

	Aboriginal
	A person who identifies as being of Aboriginal origin. May also include people who identify as being of both Aboriginal and Torres Strait Islander origin.

	Building blocks
	In 2008, the Council of Australian Governments (COAG) recognised that Closing the Gap in Indigenous disadvantage would require a long term, major effort focused across a number of strategic platforms or ‘building blocks’. The building blocks endorsed by COAG are: early childhood; schooling; health; economic participation; healthy homes; safe communities; and governance and leadership.

	Capital 
expenditure
	Government financial transactions that relate to the acquisition of non-financial assets in the operating statement. For further information see the ABS Australian System of Government Finance Statistics, Concepts, Sources and Methods.

	Complementary Indigenous specific expenditure
	Expenditure on Indigenous complementary specific services. 

	Complementary Indigenous specific services
	Programs, services and payments that are explicitly targeted to Indigenous Australians. These services are provided in addition to mainstream programs, services and payments.

	Cost 
differential
	The difference in the cost of providing mainstream services to Indigenous Australians compared with non‑Indigenous Australians.

	Data quality statements
	A statement evaluating the quality of a given data collection, based on the seven dimensions of quality outlined in the ABS Data Quality Framework.


	Direct 
expenditure
	Expenditure on services and programs that are paid directly to individuals, non-government service providers, or local governments.

	Expenditure
	All expense transactions undertaken by the general government sector of the Australian Government, and State and Territory governments.  It excludes capital expenditure but includes expenses related to ‘depreciation’ and maintenance of assets, and ‘capital grants’ made outside the general government sector, or to other governments. This definition follows that described in the ABS Government Finance Statistics framework. 

	Indigenous Australians
	A person of Aboriginal and/or Torres Strait Islander origin who identifies as an Aboriginal and/or Torres Strait Islander.

	Indigenous disadvantage
	The difference (or gap) in outcomes for Indigenous Australians when compared with non-Indigenous Australians. 

	Indigenous specific expenditure
	Expenditure on Indigenous specific services. 

	Indigenous specific services
	Programs, services and payments that are explicitly targeted to Indigenous Australians (although there may be some use by non-Indigenous Australians). Indigenous specific services can be defined as complementary or substitute.

	Indigenous under‑identification
	The degree to which service users are not identified as Indigenous in data collections.

	Indirect expenditure
	Payments or transfers made between jurisdictions, or between different levels of government. For example, GST payments provided by the Australian Government to State and Territory governments without conditions, to spend according to their own priorities.

	Mainstream expenditure
	Expenditure on mainstream services.


	Mainstream services
	Programs, services and payments that are for Indigenous and non-Indigenous Australians, such as education services.

	Non-Indigenous
	A person who does not identify as Aboriginal and/or Torres Strait Islander. 

	Operating expenditure
	Total expense transactions which appear in the operating statement, as defined by the ABS Australian System of Government Finance Statistics, Concepts, Sources and Methods. Including ‘uncapitalised employee expenses’, ‘non‑employee expenses’, ‘depreciation’, ‘current transfer payments’, ‘capital transfer payments’ and ‘property expense’. Excludes transactions related to the acquisition of non-financial assets.

	Remoteness areas
	Remoteness areas are defined in the Australian Standard Geographical Classification (ASGC) developed by the ABS. The ASGC identifies locations in Australia as having a particular degree of remoteness, which is determined using the Accessibility/Remoteness Index of Australia (ARIA). From these classifications, this report employs five broad classifications: major cities; inner regional; outer regional; remote; and very remote. 

	Service 
use measure
	A measure of the Indigenous use of services that is closely linked with, or a proxy for, the impact that Indigenous Australians have on the total expenditure of providing mainstream services.

	Substitute Indigenous specific expenditure
	Expenditure on substitute Indigenous specific services.

	Substitute Indigenous specific services
	Programs, services and payments that are explicitly targeted to Indigenous Australians, and which are provided as an alternative to mainstream programs (for example ABSTUDY, which is provided instead of Austudy).

	Torres Strait Islander people
	People who identify as being of Torres Strait Islander origin. May also include people who identify as being of both Torres Strait Islander and Aboriginal origin.


Terms of reference

The following terms of reference were endorsed by the Council of Australian Governments at its 2 July 2009 meeting in Darwin.

The Indigenous Expenditure Report aims to contribute to better policy making and improved outcomes for Indigenous Australians, by:

1. reporting on expenditure on services which support Indigenous Australians, including in a manner consistent with the COAG Working Group on Indigenous Reform statement of objectives, outcomes and measures and the COAG Overcoming Indigenous Disadvantage report framework.

2. promoting the collection and reporting of robust Indigenous expenditure data through:

(a) determining and applying consistent methodology to the collection and reporting of data

(b) identifying necessary improvements to the collection and availability of relevant data

(c) developing and implementing strategies to address data deficiencies.

The Indigenous Expenditure Report will:

3. include expenditure by both Commonwealth and State/Territory governments (and local government if possible), and over time will:

(a) allow reporting on Indigenous and non-Indigenous social status and economic status

(b) include expenditure on Indigenous-specific and key mainstream programs

(c) be reconcilable with published government financial statistics.

4. focus on on-the-ground services in areas such as: education; justice; health; housing; community services; employment; and other significant expenditure.

5. report on a regular basis, including:

(a) completion of an initial ‘stocktake’ report for the first COAG meeting in 2009, setting out the reporting framework, principles, methodology, and survey of available data and strategies for data development

(b) staged reporting against the framework (having regard to considerations such as data availability, implementation requirements and costs of reporting)

(c) report on both Indigenous and non-Indigenous expenditure.

6. provide governments with a better understanding of the level and patterns of expenditure on services which support Indigenous Australians, and provide policy makers with an additional tool to target policies to Close the Gap in Indigenous Disadvantage.

The Indigenous Expenditure Report Steering Committee will:

7. provide regular updates to Heads of Treasuries on progress in developing the expenditure framework and to the Working Group on Indigenous Reform on progress on data issues 

8. recommend to Heads of Treasuries appropriate institutional arrangements for annual reporting on Indigenous expenditure once the framework for reporting has been developed.

