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4.1 OVERVIEW  

The Government’s spending makes our priorities clear. 

In our first budget since the 2016 election, we are focused on delivering our commitments: 
better health care, better schools, support for vulnerable Canberrans, and renewal of our 
city.  These have long been important priorities for the Government and so the new 
spending in this Budget comes on top of the significant investment the Government has 
delivered since we came to office. 

Health remains a key priority, attracting more than one quarter of all Government spending.  
The Government has strengthened this commitment in the 2017-18 Budget by delivering 
expanded health services such as more nurses and Walk in Centres, a mental health 
package, and commissioning for the University of Canberra Public Hospital. 

The Government remains committed to giving every Canberra child a quality education, 
which is why we spend around one fifth of the budget on our schools and teachers.  This 
Budget grows investment by providing for increased public school enrolments, as well as 
more teacher scholarships, teaching assistants, and school psychologists. 

Around one tenth of spending currently goes to supporting the vulnerable through services 
and housing.  The Government is significantly boosting expenditure in these priority areas 
through increases in funding for child protection and out of home care services. 

Other Government priorities are also being expanded, including through: 

• advancing the second stage of light rail from the city to Woden; 

• improving waste management, increasing recycling, cleaning up our suburbs, and 
preparing to expand the kerbside bulky waste collection; 

• reshaping Canberra’s events calendar and supporting Canberra businesses and tourism; 
and 

• further investing in climate change and sustainability projects. 

Overall, General Government Sector expenses are forecast to be $5.6 billion in 2017-18, 
representing 13.8 per cent of Gross State Product.  Across the forward estimates, expenses 
are forecast to grow by a compound annual rate of 2.7 per cent, largely reflecting increases 
in transport, health and education expenses, and partially offset by a reduction in general 
public service expenses. 
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4.2 EXPENSES AND FORWARD ESTIMATES 

General Government Sector expenses are forecast to be $5.6 billion in 2017-18, 
representing 13.8 per cent of Gross State Product.  Health and education continue to be the 
two most significant areas of government spending. 

Across the estimated outcome and forward estimates period, government expenses are 
forecast to grow by 2.7 per cent.  This is 0.7 per cent lower than the four year average from 
2012-13 to 2015-16. 

Figure 4.2.1 shows General Government Sector expenses (excluding renewable energy 
certificates) over a 10-year period.  The peak in 2014-15 reflects the costs associated with 
the Loose-fill Asbestos Insulation Eradication Scheme. 

Figure 4.2.1: General Government Sector total expenses as a percentage of Gross State Product 
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In this chapter, General Government Sector expenses have been categorised and presented 
in accordance with both Government Purpose Classifications and the consolidated General 
Government Sector Operating Statement.  In the Government Finance Statistics reporting 
framework, the Government Purpose Classifications is a coding system that is used to 
classify expense transactions in terms of their functional purposes (for example, health, 
education, etc).  Presenting the government expenses in this format provides information 
on the proportion of government resources expected to be spent on individual functions.  
These classifications can differ from the thematic presentation of government spending 
presented elsewhere in the budget papers. 
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Estimated expenses by function 

Table 4.2.1 sets out the estimates of General Government Sector expenses by function for 
the period 2016-17 to 2020-21. 

Table 4.2.1: General Government Sector expenses by function 

2016-17  2016-17 2017-18 2018-19 2019-20 2020-21 
Budget  Est. Outcome Budget Estimate Estimate Estimate 

$’000  $’000 $’000 $’000 $’000 $’000 
              

492,226 General Public Services 603,719 506,887 493,943 504,432 520,467 
407,195 Public Order and Safety 431,867 446,898 446,040 452,720 469,374 

1,134,063 Education 1,117,912 1,149,346 1,188,366 1,222,526 1,251,383 
1,499,974 Health 1,467,927 1,524,492 1,568,197 1,636,815 1,718,233 

302,215 Social Security  344,366 319,218 328,974 359,426 372,419 
262,089 Housing and Community 

Amenities 
239,152 285,355 250,013 244,030 230,933 

225,579 Recreation and Culture 222,161 231,611 218,912 223,415 229,337 
11,223 Fuel and Energy 19,174 65,579 95,227 148,991 190,407 

2,718 Agriculture, Forestry, Fishing 
and Hunting 

4,816 3,799 3,421 3,359 3,747 

16,344 Mining and Mineral Resources 
other than Fuels, 
Manufacturing and 
Construction 

24,939 25,133 26,125 27,088 27,921 

337,089 Transport and 
Communications 

347,192 355,350 409,613 428,440 442,556 

62,498 Other Economic Affairs 87,130 84,736 80,224 80,751 81,210 
562,884 Other Purposes 500,225 597,967 600,126 633,028 645,594 

        

5,316,096 Total Expenses 5,410,579 5,596,370 5,709,181 5,965,018 6,183,579 

Note: Numbers may not add due to rounding. 

General Government Sector expenses are strongly influenced by underlying trends in 
spending in the health and education functions.  Together, these functions account for 
around 48 per cent of all government expenses in 2017-18. 

Major expense trends across the budget and forward years include movements in the 
following functions: 

• Education – the forecast increase in expenses from 2017-18 is primarily driven by 
expected growth in the operational costs of schools in line with general wage and price 
inflation. 

• Health – expenses are expected to increase as a result of growth in activity and costs. 

• Fuel and energy – the forecast increase in 2017-18 is largely due to the inclusion of 
Large-scale Generation Certificates expected to be surrendered to the Clean Energy 
Regulator (Budget Outlook (Chapter 2.2) presents further information regarding the 
Certificates). 
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• Transport and Communications – the forecast increase in expenses from 2018-19 is 
largely due to the investment in Light Rail through a Public Private Partnership. 

• General public services – the increase in 2016-17 from the original budget is attributed 
to the re-profiling of spending originally planned for 2015-16. 

• Other purposes – the increase in expenses over the forward estimates largely reflects 
the higher interest costs resulting from increased estimated market-financed 
borrowings, and the interest expense for lease liabilities associated with Public Private 
Partnerships. 

Where will Government spending go in 2017-18? 

In 2017-18, the Government will spend $5.6 billion on delivering services to Canberra.  The 
most significant component of government spending relates to health expenses, with more 
than 25 per cent of total General Government Sector expenses being used to provide health 
services, such as general hospital activities, community healthcare and health research. 

Spending on health is followed closely by spending on education.  Approximately 
21 per cent of total General Government Sector expenses are dedicated to education 
services, including schools and in higher education institutions such as the Canberra 
Institute of Technology. 

The remaining government expenses are mainly for public order and safety, general public 
services, transport and communications, and other purposes, as shown in Figure 4.2.2. 
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Figure 4.2.2: Components of 2017-18 General Government Sector expenses 
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Consolidated General Government Sector Expenses 

This section provides details of the 2016-17 estimated outcome, the 2017-18 Budget and 
forward estimates for expense items, including a discussion of the major variances in line 
with the presentation of the General Government Sector Consolidated Operating 
Statement. 

Total expenses for the General Government Sector are expected to be $5.4 billion in 
2016-17, growing to $5.6 billion in 2017-18.  As in prior years, almost half of the expenses in 
2017-18 relate to employee wages and superannuation. 

The estimated outcome for expenses in 2016-17 is $6.8 million higher than the original 
2016-17 Budget forecast. 
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Table 4.2.2: General Government Sector expenses 

2016-17   2016-17 2017-18  2018-19 2019-20 2020-21 
Budget   Est. Outcome Budget Var Estimate Estimate Estimate 

$’000   $’000 $’000 % $’000 $’000 $’000 
  Expenses             

1,892,025 Employee Expenses 1,899,771 1,963,198 3 1,983,439 2,017,794 2,051,128 
 Superannuation 

Expenses 
      

315,534 Superannuation 
Interest Cost 

293,498 367,684 25 381,208 394,123 406,389 

417,211 Other 
Superannuation 
Expenses 

452,855 286,781 -37 281,285 275,815 274,554 

372,680 Depreciation and 
Amortisation 

368,160 379,602 3 414,180 434,792 430,502 

187,445 Interest Expense 183,499 200,728 9 211,536 234,549 230,082 
 Other Operating 

Expenses 
      

1,028,169 Supplies and 
Services 

980,371 1,096,814 12 1,103,701 1,159,958 1,268,546 

191,697 Other Operating 
Expenses 

174,332 209,355 20 216,962 225,047 239,200 

998,988 Grants and 
Purchased 
Services 

1,058,093 1,092,208 3 1,116,870 1,222,940 1,283,178 

5,403,749 Total Expenses 5,410,579 5,596,370 3 5,709,181 5,965,018 6,183,579 

Factors affecting expense levels 

Employee expenses 

In 2016-17, employee expenses are estimated to be $7.7 million higher than the original 
Budget estimate.  This small increase is partially due to the growth in government operating 
activities which include the development of Light Rail – Stage 2 and the roll out of a green 
bin pilot program. 

Employee expenses are forecast to grow by $63.4 million, or 3.3 per cent, in 2017-18 
compared to the 2016-17 estimated outcome.  This increase is largely due to new initiatives, 
an expected increase in school enrolment numbers, as well as growth in wages.  

Superannuation interest costs and other superannuation expenses 

Superannuation interest costs and other superannuation expenses represent 
superannuation expenses in relation to the defined benefit Commonwealth Superannuation 
Scheme and Public Superannuation Scheme superannuation liability, and defined 
contribution superannuation arrangements including Public Sector Superannuation 
accumulation plan and fund of choice. 
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The net increase of $13.6 million in the 2016-17 estimated outcome from the original 
Budget is mainly due to an increase in Commonwealth Superannuation Scheme and Public 
Superannuation Scheme superannuation expenses as a result of the defined benefit 
superannuation liability valuation at 30 June 2016 using a lower discount rate than assumed 
at the time of the 2016-17 Budget.  

The net decrease of $91.9 million in the 2017-18 Budget from the 2016-17 estimated 
outcome is mainly due to the latest Commonwealth Superannuation Scheme and Public 
Superannuation Scheme superannuation liability actuarial review and use of a higher 
discount rate assumption.  These factors have increased superannuation interest expense 
by $74.2 million and decreased other superannuation expenses by $166.1 million. 

Depreciation and amortisation 

Depreciation and amortisation is estimated to be $4.5 million, or 1.2 per cent, lower than 
the original budget.  This is largely due to the reprofiling of capital works projects from the 
2016-17 financial year to 2017-18 and the forward years. 

Depreciation and amortisation expenses are estimated to increase in 2017-18 by 
$11.4 million, or 3.1 per cent.  This increase is mainly due to the expected completion of 
capital works projects, including the University of Canberra Public Hospital, and the impact 
of asset revaluations for the Education Directorate. 

Interest expense (borrowing costs) 

The expected decrease of $3.9 million, or 2.1 per cent, in the 2016-17 estimated outcome 
from the original budget is mainly due to reduced interest payments as a result of lower 
than estimated CPI on inflation-linked bond borrowings. 

An increase in interest costs of $17.2 million, or 9.4 per cent, is expected in 2017-18.  This is 
primarily due to higher interest costs resulting from increased estimated market-financed 
borrowings for Icon Water and the General Government Sector, and interest costs for lease 
liabilities associated with Public Private Partnerships.   

Supplies and services 

Supplies and services expenses comprise supplies, repairs and maintenance, consultants and 
contractors’ expenses, as well as payments for ACT Policing. 

The 2016-17 estimated outcome for supplies and services expenses is expected to be 
$47.8 million, or 4.6 per cent, lower than the original budget.  This decrease is mainly due to 
the effect of reprofiling from 2016-17 to 2017-18 and the forward years.  

Supplies and services expenses are forecast to increase by $116.4 million in 2017-18, or 
11.9 per cent from the 2016-17 estimated outcome.  This increase is largely due to the 
reprofiling stated above, new policy initiatives, and increases in expenditure under the 
Renewable Energy Innovation Fund which reflect ongoing investment in the renewable 
energy sector resulting from higher contributions from industry. 
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Other operating expenses 

Other operating expenses consist of cost of goods sold, insurance-related costs, 
concessions, school account expenses, and other miscellaneous expenses.   

The 2016-17 estimated outcome for other operating expenses is expected to be 
$17.4 million, or 9.1 per cent lower than the 2016-17 Budget estimate.  This is mainly due to 
a decrease in insurance claims expenses as a result of continued improvement in claims 
experience – in particular, large claims in medical malpractice.  This decrease is also 
attributable to a reduction in expenses for the Lifetime Care and Support Fund due to a 
reduction in motor vehicle injury costs as a result of no new participants entering the 
scheme in 2016-17. 

The increase of $35.0 million, or 20.1 per cent, in the 2017-18 Budget from the 
2016-17 estimated outcome is mainly due to insurance claim expenses returning to normal 
actuarial calculated levels for the cost of future claims, and the one-year impact of the 
reduction in motor vehicle injury costs for the Lifetime Care and Support Fund described 
above. 

Grants and purchased services 

Grants and purchased services expenses are estimated to be $59.1 million, or 5.9 per cent 
higher than the original budget.  This is largely due to the transfer of Constitution Avenue to 
the National Capital Authority, the redirection of existing funding for the contribution to the 
National Disability Insurance Scheme, and additional expenditure to strengthen support for 
vulnerable children and young people by providing an increase in funding for out of home 
care services. 

Grant expenses are expected to grow in 2017-18 by $34.1 million, or 3.2 per cent.  This 
increase is mainly due to higher grants in relation to new initiatives and the National Health 
Reform Agreement. 

Community Service Obligations 

Community Service Obligations primarily relate to Public Trading Enterprises.  The definition 
adopted by the ACT Government is the one used by the Steering Committee on National 
Performance Monitoring of Government Trading Enterprises, established under the aegis of 
the Special Premiers’ Conference in 1991, which states: 

‘A Community Service Obligation arises when a government specifically requires a 
public enterprise to carry out activities relating to outputs or inputs, with identified 
public benefit objectives, which it would not elect to do on a commercial basis, and 
which the government does not require other businesses in the public or private sector 
to undertake, or which it would only do commercially at higher prices.’ 

The Government extends the policy to other business units, regardless of whether the unit 
is formally a Territory-owned corporation or a statutory authority, and irrespective of its 
organisational structure.  
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The separate identification of Community Service Obligations provides transparency on the 
full cost of services as well as the financial implications of Government decisions in the 
provision of services to specific targeted groups in the community. 

Table 4.2.3: Community Service Obligations funded in the 2017-18 Budget 

CSO provided by: 2017-18  Description 
  Budget   

  $’000   

Chief Minister, Treasury and Economic 
Development Directorate 

  

 Exhibition Park 462  Compensation for charging below market rates, as a result of 
Ministerial direction, or agreements entered into by the 
Government. 

     
 Icon Water Limited 11,503  Rebates on water and sewerage charges for concession card holders, 

schools, churches, hospitals, benevolent and charitable institutions, 
and remissions provided by the ACT Civil and Administrative Tribunal 
(ACAT). 

     
 ActewAGL/Origin 

Energy/Energy Australia 
14,249  Rebates on energy bills for concession card holders and community 

groups, and remissions provided by the ACAT. 
     
 Several Funeral Directors 274  Funerals Assistance Program. 
     
 ACTION 8,314  Rebates on public transport for adult and student concession card 

holders. 
     
Public Trustee and Guardian   
 Public Trustee and 

Guardian 
510  Financial Management under ACAT orders, Enduring Power of 

Attorney, welfare funerals, AFP callouts, estates and trusts 
administered valued at less than $100,000, and the examination of 
external ACAT orders, and will preparation.  

     
Transport Canberra and City Services 

Directorate 

  

 Yarralumla Nursery 291  Free plant issue. 
     
 ACTION 104,140  Funding provided to ACTION to operate network services. 
     
Environment, Planning and 

Sustainable Development 
Directorate 

  

 ACT Forests 2,295  Provision and upkeep of public use areas within ACT Forests. 
     

Total Community Service 
Obligations 

142,038   
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Community Sector Funding 

The Government provides funding for not-for-profit non-government community 
organisations that deliver human services through a multi-year Service Funding Agreement 
to meet increasing wage-related and administrative costs. 

Annual funding increases are calculated using the following formula: 

Community Sector Funding Rate = (Wage Price Index × 0.8) + (Consumer Price Index × 0.2). 

Table 4.2.4 sets out the rates that have been applied to eligible community sector funding 
for the 2017-18 Budget. 

Table 4.2.4 – Community Sector Funding Rate  

  2017-18 
  Budget 
  % 

Wage Price Index 2 
Consumer Price Index 2 
Community Sector Funding Rate  2 
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4.3 SAVINGS 

The Government’s fiscal strategy is focused on achieving a strong operating balance over 
the medium term, maintaining sound public finances, and ensuring the delivery of quality 
and efficient services.  To deliver this strategy, the Government routinely reviews processes 
and structures to ensure the delivery of all government activities is efficient, productive and 
targeted towards areas of identified need. 

As part of its preparations for the 2017-18 Budget process, the Government reviewed the 
operating costs of all Directorates to offset the cost of new initiatives, particularly election 
commitments.  We also sought to identify areas where efficiencies could be made by taking 
advantage of technological advances, such as the replacement of ageing information 
technology systems, and ensuring that processes and procedures reflect the best value for 
money. 

As a result of this process, the Environment, Planning and Sustainable Development 
Directorate will increase the efficiency of its planning and delivery functions by streamlining 
customer service delivery, consolidating functional areas, and improving planning and 
leasing services to the community.  The Directorate will also reduce duplication in its land 
use planning work, and introduce more efficient engagement on biosecurity matters. 

A major contributor to increased efficiency is the Health Directorate which, through its 
System Innovation Program, is undertaking significant structural reforms and reducing its 
activity costs.  These efficiencies will not impact on the quality of care, safety standards, or 
patient outcomes. 

Efficiencies will also be achieved in the Chief Minister, Treasury and Economic Development 
Directorate through the replacement of ageing systems, particularly those involving human 
resources.  Although capital expenditure will be required, ongoing efficiencies will be 
realised as the new systems offer increased functionality and increased automation in 
contrast to existing arrangements.  Similar updates to information technology systems, in 
addition to changes to recruitment practices and procedures, will achieve efficiencies within 
the Justice and Community Safety Directorate. 

Government agencies will continue to review their internal operations to ensure they are 
adequately addressing the demands placed upon them, and revising them where 
opportunities arise. 
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The Government is also reviewing processes and systems which have the potential to 
achieve savings at a whole of government level.  For example, the Smart Modern Strategic 
Procurement Reform program continues to explore opportunities for efficiencies in areas 
such as property maintenance, medical and health related goods and services, and 
information and communication technologies.  In addition to achieving cost reductions, the 
program has also improved the interaction of small to medium suppliers with Government 
through a range of improved procurement practices, such as the introduction of panel 
arrangements for Government contracts.  A key focus of this program is the requirement for 
Government agencies to consider local capability, and take into account the broader 
economic benefits for the Canberra Region when determining optimal procurement 
outcomes. 

While delivering these efficiencies across government agencies, the ACT Government is 
maintaining our commitment to keep overall staffing levels constant, as detailed in 
Appendix M. 
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