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Foreword

This supplement extends the methods and data used in the Indigenous Expenditure Report to estimate Australian Government ‘own purpose’ expenditure on services to Indigenous Australians by state and territory. 

The first Indigenous Expenditure Report — commissioned by the Council of Australian Governments and developed under the auspice of the Ministerial Council for Federal Financial Relations — was publicly released on 28 February 2011. It provided, for the first time, comprehensive and comparable information on expenditure by the Australian, State and Territory Governments on both Indigenous specific services and the estimated Indigenous share of mainstream services. However, at the time of its publication, it was not possible to allocate Australian Government direct expenditure to individual states and territories. This supplement provides that allocation, and thus also enables the estimation of the total government resources committed in each state and territory.

While the estimates in this supplement and the Indigenous Expenditure Report represent the best collective effort of the jurisdictions, they should be interpreted with care. Identifying the Indigenous component of expenditure is difficult and many data quality and methodological challenges are yet to be resolved. 
Expenditure on services to Indigenous Australians can be expected to be greater than that for non-Indigenous Australians, given their greater relative disadvantage, more intensive use of services, and higher cost of provision (because of factors such as the higher representation of the Indigenous population in remote areas). The Indigenous Expenditure Report does not provide information on whether levels of expenditure are appropriate or optimal. However the Report provides basic data needed for further analysis.
In February 2011, COAG transferred responsibility for the Indigenous Expenditure Report to the Steering Committee for the Review of Government Service Provision, which also produces the Overcoming Indigenous Disadvantage report and the Report on Government Services. The former Indigenous Expenditure Report Steering Committee has been reformed as an advisory working group.
On behalf of the Steering Committee, my thanks to all those who contributed to this supplement, especially to the Indigenous Expenditure Report Working Group and the Secretariat at the Productivity Commission for their efforts in compiling this volume. 

Gary Banks AO
Chair, Steering Committee for the Review of Government Services
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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.
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	Key points

	· The 2010 Indigenous Expenditure Report, released in February 2011, represents a first step providing estimates of expenditure by each government on services to Indigenous and non‑Indigenous Australians.

· At the time of the 2010 Report publication, it was not possible to allocate Australian Government direct expenditure by state and territory. This meant that ‘total government’ expenditure in each state and territory could not be estimated.

· This Supplement estimates Australian Government direct expenditure by state and territory, which allows total government expenditure in each state and territory to be estimated for 87 expenditure categories that map to the National Indigenous Reform Agreement and Overcoming Indigenous Disadvantage report framework.

· Total government expenditure on services to Indigenous Australians in 2008‑09 is estimated to be $21.7 billion or 5.3 per cent of total general government expenditure. Total government Indigenous expenditure comprises:

· Australian Government direct expenditure — expenditure on services and programs (including income support) paid directly to individuals, non‑government service providers, or local governments. This represented $10.2 billion (47 per cent) of total general government expenditure on Indigenous services

· State and Territory government expenditure — including both expenditure from State and Territory governments’ own revenue sources and Australian Government indirect expenditure (payments for specific purposes and general revenue assistance, including GST payments, provided to State and Territory governments). This represented $11.6 billion (53 per cent) of total general government expenditure on Indigenous services.

· The method does not allow State and Territory government expenditure based on their own revenue sources to be estimated by deducting Australian Government indirect expenditure from State and Territory total expenditure, because of issues with the timing, scope and classification of expenditure associated with inter‑governmental transfers.

· Identifying the share of government expenditure on services to Indigenous Australians is not straightforward and there are many data quality and methodological challenges that are yet to be resolved.  
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