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1.1 BUDGET OUTLOOK 

The Context of the 2010-11 Budget 

The 2009-10 Budget was developed in an environment of uncertainty emanating from the 
crisis in the global credit and financial markets, and concerted fiscal and monetary policy 
responses to stimulate the national economy. 

In an uncertain economic environment, the focus was to stabilise the economy.  Sharp 
adjustments to follow revenue contraction were avoided to preserve services, and support 
consumer and business confidence. 

The emerging structural deficit, with its origin in the fiscal shock, was accepted on a 
temporary basis.  The Government adopted a Budget Plan to return the budget to surplus over 
a period of seven years.   

The Budget Plan recognised the need for gradual adjustment, taking into account the 
economic uncertainty and the potential contribution from cyclical recovery. 

During 2009-10, the Australian economy performed better than most of the developed 
economies around the world, due in part to the inherent robustness of the economy and timely 
and targeted policy responses. 

The Territory’s economy also performed better than envisaged due to the effects of the 
Federal Government’s fiscal stimulus measures, and the local initiatives by the Territory 
Government. 

The forecast for output as measured by the Gross State Product (GSP) for 2009-10 is now 
growth of 1 per cent, compared to the 2009-10 Budget forecast of ½ per cent.  Likewise, 
consumption, as measured by State Final demand (SFD) has shown considerable 
improvement, estimated at 3¾ per cent for the year compared to the original budget forecast 
of 2 per cent.   

The 2009-10 Budget forecast a decrease in nominal revenues both in 2008-09 and 2009-10.  
With the economic slow down not being as severe, and the recovery being earlier, the 
Territory’s revenue outlook has somewhat improved. 

Activity in the housing market has been strong, supported by the First Home Owners Boost 
and the record low interest rates.  The recovery in the global financial markets has been 
earlier than previously forecast, resulting in better returns from financial investments. 

The improvements in revenue have been adversely impacted by the Commonwealth Grants 
Commission’s assessment of the ACT’s relativity under its 2010 review of methodology.  

The following chart highlights the improvement in revenue outlook from the 2009-10 
Budget. 

 



2010-11 Budget Paper No. 3 4 Budget Outlook 

Figure 1.1.1 
Aggregate Revenue Change: 2009-10 Budget to 2010-11 Budget 
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The estimated outcome for 2009-10 now is for an increase in nominal terms of around 
2½ per cent over the previous year – flat in real terms. 

Although the revenue contraction has not eventuated, aggregate revenue will remain flat in 
real terms over the period 2007-08 to 2010-11.  Revenue growth is forecast to return to 
long-run rates from 2011-12 onwards. 

There are risks, however.  While the global economy and global investment markets have 
shown positive signs of recovery, financial markets remain volatile with a heightened 
sensitivity to any positive or negative economic or financial news.  Investment markets will 
most likely remain volatile over the near term whilst the outlook for the global economy and 
the health of financial markets remains uncertain. 

The ACT economy traditionally performs better than the other jurisdictions during times of 
national recession, primarily due to its relatively more stable labour market during such 
times.  With an improved outlook for the national economy, the Territory’s economy faces a 
risk as the Commonwealth Government commences its budget adjustment task. 

The underlying budget is in deficit.  From a budgetary perspective, the 2010-11 Budget is the 
most severely impacted by the combined effects of the global financial crisis and the 
Commonwealth Grants Commission’s assessment. 
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2010-11 Budget 

The 2010-11 Budget continues the response to the effects of the global financial crisis. 

The Budget maintains fiscal restraint in an environment of flat underlying revenue.  It 
provides however,  for new spending towards meeting the needs of a growing city and its 
population in an orderly and sustainable manner.  It also provides for modest spending on 
new policy initiatives. 

Expenditure initiatives in this Budget total around $238 million over four years, with around 
two-thirds of the expenditure targeted towards meeting the growth needs of the city.  The 
remaining one third of the funding is for new policy initiatives. 

Supply of adequate affordable residential, commercial and industrial land has been a central 
element of Government’s social and economic strategy.  The objective gains added 
importance in the current environment.  The Budget focuses on accelerating land supply 
across the Territory, and developing an inventory of planning ready land to meet the needs of 
households, businesses and industry. 

The Budget commences a program of investment into Transport for Canberra to improve the 
efficiency of the Territory’s transport system, reduce congestion, provide travel choices and 
support urban consolidation on major transport routes. 

The Budget continues investment in health care, both in recurrent funding to meet the growth 
in demand, and reduce waiting times, and in capital to provide appropriate infrastructure for a 
health care system for the next decade. 

The Budget has maintained investment in the Territory’s infrastructure at a high level to 
deliver high quality assets in order to improve the efficiency and increase the productive 
capacity of the economy, and support effective service delivery to the community.  New 
project commitments total $393 million, and the Budget makes a cash allocation of around 
$2 billion over the next four years. 

The 2009-10 Budget Plan targeted achieving a balanced budget by 2015-16.  The objectives 
of the Budget Plan are to ensure that in restoring the budget to surplus, priority services are 
maintained; and adequate growth in expenditures is allowed to meet the needs of a growing 
population, and in particular, in the priority service areas such as health and education. 

The Budget Plan has been updated to take account of the changed economic circumstances, 
the revenue outlook, as well as the expenditure needs and new policy initiatives.  The Plan 
now targets return to surplus in 2013-14, i.e., two years earlier than the original target.  By 
the end of the planning period in 2015-16, the Plan now contemplates a modest surplus of 
around 1½ per cent of the budget. 

The savings targets have been reset.  The original Budget Plan foreshadowed savings 
commencing in 2010-11.  Savings incorporated in this Budget constitute around two-thirds of 
the total savings required under the Plan.  The Plan foreshadows the requisite savings in the 
future years as $25 million in 2011-12 and a further $25 million in 2012-13. 

The Budget forecasts operating deficits across all years. 
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Table 1.1.1 
General Government Sector — Net Operating Balance 

 2010-11 
$’m 

2011-12 
$’m 

2012-13 
$’m 

2013-14 
$’m 

Net Operating Balance1 -83.9 -135.8 -95.5 -50.3 

Net Impact of Stimulus Initiatives 88.8 16.2 2.0 0.0 

Underlying Net Operating Balance1 -172.7 -152.0 -97.5 -50.3 

Note: 
1. The budget net operating balance incorporates the impact of long term superannuation investment earnings to place it on a consistent 

basis with the GFS estimates presented by state governments.  Further details are provided later in this chapter. 

The underlying Net Operating Balance improves by around $120 million by 2013-14 due in 
part to the saving measures and revenue recovery to longer run growth. 

The underlying Net Operating Balance for 2010-11 without any savings would be a deficit of 
around $220 million.  The recurrent savings incorporated in this Budget increase to around 
$90 million by 2013-14. 

The Government will again be engaging in community consultation in the lead up to the 
2011-12 Budget in order to develop measures which will deliver the remaining (unallocated) 
savings under the Budget Plan. 
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Economic Outlook 

The prospects for the ACT economy in 2010-11 are positive, but uncertainties remain around 
the extent of fiscal consolidation by the Commonwealth Government and the associated 
impact on the ACT.  Economic growth in the ACT as measured by State Final Demand 
(SFD) is forecast to moderate in 2010-11.   

Trends in Commonwealth Government consumption expenditure are expected to continue to 
play a key role in the Territory’s economic performance in the medium term.  
Commonwealth Government consumption expenditure, including stimulus related 
expenditure, supported the ACT economy in 2009-10.  However, in 2010-11, as the 
Commonwealth starts to restore its budget position, moderation in SFD growth is expected.  
This effect will be partly offset by strengthening private demand in the ACT, but not enough 
to lift economic growth close to its long-run average level. 

While the outlook for activity remains uncertain, the global and national economic recoveries 
have been earlier than previously expected.  The ACT economy is expected to benefit from 
these improved economic conditions, as they have contributed to a recovery in household 
wealth as well as in consumer and business confidence.  Combined with solid population 
growth in the ACT, this will help to sustain the economy’s momentum.   

The ACT economy, like much of Australia, is likely to continue to face a challenging and 
complicated economic environment and this is reflected in economic and employment growth 
rates that are expected to remain below their long-run average levels.  The key economic 
aggregates for the ACT are summarised in Table 1.1.2. 

Table 1.1.2 
Economic Forecasts, Year-Average Percentage Change 

 Actual  Forecasts1  Projections 1, 2 
 2008-09  2009-10 2010-11  2011-12 2012-13 2013-14 
ACT    
Gross State Product 1.4  1 2 3¼ 3¼ 3¼
Employment 0.7  -¼ 1 1¾ 1¾ 1¾
State Final Demand 0.7  3¾ 1 5¼ 5¼ 5¼
Consumer Price Index 3.4  2¼ 2½ 2½ 2½ 2½
Wage Price Index 3.9  3¼ 3½ 4 4 4
Population3 1.8  1¾ 1¾ 1¼ 1¼ 1¼
Australia    
Gross Domestic Product4 1.1  1½ 2¾ 4 4 4

Notes: 
1. Forecasts and projections are rounded to a ¼ of a percentage point to reflect the relative level of accuracy used in forecasting economic 

parameters.  This is standard forecasting practice used by governments throughout Australia. 

2. Projections are based on long-run averages and are provided for planning purposes only.  They do not reflect an expectation (forecast) 
of actual outcomes.  Projections have been updated to reflect changes in the long-run trends. 

3. For population forecasts, the 31 December estimate is used to represent the average population for the financial year.  As such, the 
forecast growth is based on the growth from one December to the next, rather than ‘year average’ as with all other forecasts. 

4. Commonwealth Government forecasts are provided in the 2009-10 Mid-Year Economic and Fiscal Outlook published in 
November 2009. 
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Overview of the 2010-11 Budget 

The 2010-11 Budget includes: 

 A forecast General Government Sector Net Operating Deficit of $83.9 million in 
2010-11. 

– The underlying deficit (net of Commonwealth stimulus revenue) is $172.7 million in 
2010-11, while the deficit is $50.3 million in 2013-14 under either measure. 

 The 2010-11 Budget Plan Update targets achieving a balanced budget by 2013-14, two 
years earlier than originally forecast. 

 A strong General Government Balance Sheet, with: 

– Net Worth of $15.8 billion;  

– Net Financial Worth of $3.5 billion; 

– Net Financial Liabilities of $2.3 billion; and 

– Net Debt of negative $282 million (excluding superannuation related investments). 

 Maintenance of Operating Cash Surpluses across all years. 

 The Budget provides for meeting the needs of a growing city and its population in an 
orderly and sustainable manner by: 

– supporting supply of adequate affordable residential, commercial and industrial land; 

– commencing a program of investment into Transport for Canberra; 

– continuing investments in health care; and 

– maintaining investment in infrastructure at high level. 

 The Budget provides for around $77 million of new policy initiatives. 

 Additionally, $161 million is provided for the growth needs, including increased demand 
and activity across the Territory. 

 Significant capital investment capacity with infrastructure programs and projects of 
$393.6 million over four years. 

 Specifically, the new capital works program and projects includes: 

– new construction works of $297 million across the Budget and forward estimates; 

– feasibility and forward design projects of $18.9 million; 

– capital upgrades expenditure of $45.2 million in 2010-11; 

– capital grants totalling $1.4 million across the budget and forward estimates; and 

– new information and communication technology (ICT) initiatives with a total of 
$24.2 million. 

 An estimated $624 million of capital works in 2009-10 – a record achievement, more than 
doubling the previous year’s record expenditure of $296 million. 

 Estimated general government borrowings of $450 million by the end of 2011-12. 
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