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Introduction 

The second Rudd Government Budget, handed down on 12 May 2009, was framed amid a 

sharply deteriorating world economy and the first serious downturn in Australian economic 

activity since the early 1990s. This challenging global economic environment is creating 

anxiety among government policy makers around the globe as the appropriateness of the 

various policy responses are being openly debated in parliaments and through the media. 

To assist parliamentarians in these demanding times, the Parliamentary Library is once again 

producing a Budget Review that examines the key features of a selection of crucial measures 

contained in the Budget. The first article, Budget 2009ï10: Key features, provides a 

macroeconomic analysis and commentary of the Budget including the assumptions 

underpinning the Governmentôs fiscal policy and the main spending and taxing features 

contained in the Budget. The remaining articles examine the impact of Budget measures on a 

broad range of specific issues and initiatives. 

The Budget Review 2009ï10 has necessarily been prepared under time pressure with a view 

to making it available to parliamentarians as soon as possible. While great care has been 

taken to ensure that these articles are accurate and balanced, they are written using 

information publicly available at the time of production. It is not the intention of these 

documents to make value judgements about the relative importance of different measures or 

to provide a comprehensive overall assessment of the Budget.  

Parliamentarians are invited to raise points requiring amplification or clarification directly 

with the research specialist concerned and any general comments on papers are also 

welcome. Any other feedback should be forwarded to me. Clients are also reminded that in 

addition to the Budget Review the Library publishes the Opinion and analysis of the Budget 

in the media page on our website.   
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Budget 2009ð10: key features 

Scott Kompo-Harms 
Economics Section 

Introduction 

The second Rudd Government Budget was handed down on 12 May 2009. The Budget was 

framed amid a sharply deteriorating world economy and the first serious downturn in 

Australian economic activity since the early 1990s. The Government has changed the 

methodology for its forecasts and projections in order to provide a more realistic indication of 

the Budget position in future years. Considerable attention has been paid to the impact of 

discretionary fiscal stimulus on the economy and declining revenues as a result of the recent 

decline in commodity prices. The Government is forecasting real Gross Domestic Product 

(real GDP) to be stagnant in 2008ï09 and to decline by ½ of a per cent in 2009ï10.  

Employment is forecast to fall by ¼ of a per cent in 2008ï09 and by 1½ per cent in 2009ï10.  

This is expected to result in a peak unemployment rate of 8½ per cent in the June quarter 

2011.   

The Government is forecasting an underlying cash deficit of $57.6 billion (and a fiscal deficit 

of $53.1 billion) in 2009ï10. The (estimated) underlying cash balance for 2008ï09 has gone 

from a forecast surplus of $21.7 billion in May 2008, to a forecast surplus of $5.4 billion in 

November 2008, to a forecast deficit of $22.5 billion in February 2009 and finally to a deficit 

of $32.1 billion for the 2008ï09 financial year.
1
 The Budget is not expected to return to 

balance during the next four years.   

Key announcements in the Budget were: 

Å an increase in some pension rates for singles and couples, along with changes to eligibility 

conditions in future years   

Å a number of infrastructure projects, particularly metropolitan road and rail facilities  

Å introducing means-testing to the private health rebate and increasing the Medicare levy 

surcharge for higher income earners 

Å changes to tax concessions related to superannuation contributions 

Å changes to indexation arrangements and thresholds for family payments 

Å a national paid maternity leave scheme, and 

Å initiatives for clean energy and energy efficiency along with the establishment of 

Renewables Australia.   

                                                 
1.  Australian Government, óStatement 3: Fiscal Strategy and Outlookô, Budget strategy and 

outlook: budget paper no. 1: 2009ï10, Commonwealth of Australia, Canberra, 2009, p. 3ï11. 
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From a macroeconomic perspective, media commentary since the Budget was handed down 

has focussed on the forecasts and projections produced by Treasury. A number of 

commentators have questioned whether the projected growth path of the Australian economy 

is too optimistic.  Prior to the Budget there had also been much debate about the effectiveness 

of the Governmentôs fiscal stimulus measures. 

This brief contains a summary of key economic and budget aggregates, a comparison with 

other economic forecasts from a range of sources, as well as a critical appraisal of the new 

methodology applied by the Government to produce budget forecasts and projections in light 

of the global recession. A few comments on the economic modelling used by Treasury to 

produce the Budget forecasts are also presented. Finally, the brief considers major revenue 

and spending aspects of the Budget. 

The economic outlook 

óStatement 2: Economic Outlookô in Budget Paper No.1 2009ï10 details the economic 

outlook that underpins the budget aggregates presented in: óStatement 3: Fiscal Strategy and 

Outlookô; óStatement 5: Revenuesô and óStatement 6: Expenses and Net Capital Investmentô.  

The Australian Government has decided to implement a new methodology for producing 

their forecasts and projections over the forward estimates period. Traditionally, the 

Government has issued forecasts for the current financial year (in this case, 2008ï09), and 

the Budget year (2009ï10) and projections for a further three years. In the 2009ï10 Budget, 

forecasts are presented for an additional year (2010ï11) and projections are presented for two 

years beyond the forecast period (2011ï12 and 2012ï13), with different assumptions used for 

those projections than those used in the past.  In essence, projections have previously been 

predicated on the assumption that the economy will return to its long-run average growth 

rate. The traditional approach is likely to give a misleading picture of the true budget 

position, hence the new methodology.   

óStatement 4: Assessing the Sustainability of the Budgetô is a detailed feature article 

containing analysis and longer term projections about the future path of the Budget given the 

deterioration in revenues and discretionary fiscal response to the downturn in real GDP 

growth. Statement 4 also covers the effects of discretionary fiscal policy on the economy and 

discusses evidence from the International Monetary Fund (IMF) and the Organization for 

Economic Cooperation and Development (OECD).   

The international outlook 

The current recession has been caused entirely by factors outside of Australia. The financial 

crisis in the United States that started in 2007 has spread around the globe, seizing up credit 

markets, which in turn has curtailed global economic activity. Most countries have 

experienced significant asset price declines. The global nature of this recession means the 

Governmentôs view of the global economy is crucial to the domestic economic outlook. The 

Australian Treasuryôs international economic outlook is summarised and compared to IMF 

forecasts in Table 1. As can be seen from the table IMF and Treasury forecasts are reasonably 

close for most countries and regions with the exception of the Newly Industrialised Asian 

economies and the Association of South East Asian Nations group of five, given that 

Treasury rounds their forecasts to the nearest quarter of a percentage point.  
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Table 1: International real GDP growth rates ð IMF and Australian Treasury forecasts 

  Actual   Forecasts 

  2008 
 

2009 2010 2011 

  

IM

F  Treasury 

 

IMF  Treasury IMF  Treasury IMF  Treasury 

United States 1.1 1.1 

 

-2.8 -3 0.0 1/4 N/A 1 3/4 

Euro area (a) 0.9 0.7 

 

-4.2 -4 -0.4 0 N/A 1 1/4 

Japan 

-

0.6 -0.7 

 

-6.2 -6 0.5 1/2 N/A 3/4 

China (b) 9.0 9.0 

 

6.5 6 1/4 7.5 8 N/A 8 1/2 

NIEs (a)(c) 1.5 1.6 

 

-5.6 -4 3/4 0.8 2 3/4 N/A 3 1/4 

ASEAN-5 (a)(d) 4.9 4.6 

 

0.0 -1 1/4 2.3 2 1/2 N/A 3 3/4 

India (b) 7.3 7.4 

 

4.5 4 5.6 4 3/4 N/A 5 3/4 

Major trading 

partners (a) 

N/

A 2.7 

 

N/A -2 N/A 2 1/2 N/A 3 1/4 

Advanced 

economies (a)(e) 0.9 0.9 

 

-3.8 -3 3/4 0.0 1/2 N/A 1 3/4 

World (a) 3.2 3.2 

 

-1.3 -1 1/2 1.9 2 1/4 N/A 3 1/2 

(a)  World, euro area and advanced economies growth rates are calculated using GDP weights 

based on purchasing power parity  (PPP), while growth rates for major trading partners, NIEs 

and ASEAN-5 are calculated using export trade weights. 

(b)  Production-based measures of GDP. 

(c)  The Newly Industrialised Economies (NIEs) are Hong Kong, South Korea, Singapore and 

Taiwan. 

(d)  The Association of Southeast Asian Nations group of five (ASEAN-5) comprises Indonesia, 

Malaysia, the Philippines, Thailand and Vietnam. 

(e)  Composed of the 33 industrialised economies classified as advanced by the IMF. 

Sources: óStatement 2: Economic outlookô, Budget strategy and outlook: budget paper no. 1: 2009ï

10, p. 2ï10; IMF, World Economic Outlook, April 2009, pp. 12, 65 and 73. 

The domestic outlook 

This section looks at Treasuryôs forecasts for major economic aggregates for the domestic 

economy that have generated much media and political debate and summarises some of the 

research underlying this debate. It also outlines some of the key underlying assumptions and 

compares the Treasury forecasts with those from other sources. Table 2 below summarises 

Treasuryôs forecasts for major economic aggregates and a more detailed summary of 

forecasts is presented in Appendix A. 
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Table 2: Major economic aggregates ð forecasts and projections2 

  Forecasts   Projections 

  2008-09 2009-10 2010-11 
 

2011-12 2012-13 

Real GDP 0 -1/2 2 1/4 

 

4 1/2 4 1/2 

Employment -1/4 -1 1/2 1/2 

 

2 1/2 2 1/2 

Unemployment rate 6 8 1/4 8 1/2 

 

7 1/2 6 1/2 

CPI 1 3/4 1 3/4 1 1/2 

 

2 2 1/2 

Nominal GDP 5 3/4 -1 1/2 3 3/4   6 1/4 6 3/4 

Source: óStatement 1: Budget overviewô, Budget strategy and outlook: Budget paper No. 1: 2009ï10, 

p. 1ï7. 

Key assumptions underlying the domestic outlook 

Treasury outlines the technical assumptions used to produce the domestic economy forecasts: 

The exchange rate is assumed to remain around its recent average level ð a trade-weighted 

index of around 59 and a United States dollar exchange rate of around 72 US cents. Interest 

rates are assumed to move broadly in line with market expectations. World oil prices 

(Malaysian Tapis) are assumed to remain around US$56 per barrel. The farm sector 

forecasts are based on an assumption of average seasonal conditions in the future, but 

account for current low water storage levels.
3
   

In previous years, budget forecasts have been based on unchanged interest rates whereas in 

this Budget, it is assumed that interest rates ómove broadly in line with market expectationsô.   

The debate on the Budget projections 

In particular, the projections in the years 2011ï12 and 2012ï13 that show real GDP growing 

at 4½ per cent per year have been questioned as to their realism. Treasury have exercised 

their judgement, based on the historical experience of the last two Australian recessions as to 

the path out of the current recession.  

However there is the argument that these recessions may not be an accurate guide to the 

future, as the circumstances surrounding those recessions were different from that of today. 

In particular, this recession has been preceded by a massive financial crisis that emanated 

from the centre of the world financial system, the United States, and very quickly spread to 

other economies in the ócentreô, particularly the UK and European economies. This financial 

crisis has then spread to peripheral countries as well, including Australia. The main channels 

for contagion to Australia have been equities markets and the costs of credit intermediation. 

In addition, the downturn in economic activity has been highly synchronised across the globe. 

These two factors lead some economists to the conclusion that this global recession is likely 

to be drawn out and recovery slower than ónormalô. Carmen M. Reinhart and Kenneth S. 

                                                 
2.  Real and nominal GDP parameters are year average. CPI and employment are through the 

year growth to the June quarter. The unemployment rate is the rate in the June quarter. 

3.  Australian Government, óStatement 2: economic outlookô, Budget strategy and outlook: 

budget paper no. 1: 2009ï10, Commonwealth of Australia, Canberra, 2009, p. 2ï6. 
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Rogoff (in three separate papers), examine episodes of past financial crises in detail and 

compare the current crisis to those precedents.
4
   

In their latest paper, they conclude: 

An examination of the aftermath of severe financial crises shows deep and lasting effects on 

asset prices, output and employment. Unemployment rises and housing price declines 

extend out for five and six years respectively. On the encouraging side, output declines last 

only two years on average. Even recessions sparked by financial crises do eventually end, 

albeit almost invariably accompanied by massive increases in government debt é 

Since the onset of the current crisis, asset prices have tumbled in the United States and 

elsewhere along the tracks lain down by historical precedent. The analysis of the post-crisis 

outcomes é for unemployment, output and government debt provide sobering benchmark 

numbers for how the crisis will continue to unfold. Indeed, these historical comparisons 

were based on episodes that, with the notable exception of the Great Depression in the 

United States, were individual or regional in nature. The global nature of this crisis will 

make it far more difficult for many countries to grow their way out through higher exports, 

or to smooth the consumption effects through foreign borrowing. In such circumstances, the 

recent lull in sovereign defaults is likely to come to an end é [D]efaults in emerging market 

economies tend to rise sharply when many countries are simultaneously experiencing 

domestic banking crises.
5
   

The IMF refers to its own research in its most recent World Economic Outlook and 

concludes: 

Recessions that are associated with both financial crises and global downturns have been 

unusually severe and long-lasting. Since 1960, there have been only 6 recessions out of the 

122 in the sample [considered by the IMF researchers] that fit this description é On 

average, these recessions lasted almost two years é Moreover, during these recessions 

GDP fell by more than 4¾ per cent. Reflecting in part the severity of these recessions, 

recoveries from synchronised recessions are weak.
6
  

Other forecasts 

The Reserve Bank of Australia (RBA) has recently issued their own set of domestic forecasts 

in their latest Statement on Monetary Policy.
7
 In addition, Access Economics, ANZ Bank, 

                                                 
4.  The three papers are: CM Reinhart and KS Rogoff, óIs the 2007 financial crisis so different? 

An international historical comparisonô, Working paper 13761, National Bureau of Economic 

Research, Cambridge, Massachusetts, January 2008; CM Reinhart and KS Rogoff, óBanking 

crises: An equal opportunity menaceô, Working paper 14587, National Bureau of Economic 

Research, Cambridge, Massachusetts, December 2008; and, CM Reinhart and KS Rogoff, 

óThe aftermath of financial crisesô, Working paper 14656, National Bureau of Economic 

Research, Cambridge, Massachusetts, January 2009. 

5.  Reinhart and Rogoff, óThe aftermath of financial crisesô, pp. 11ï12. 

6.  International Monetary Fund, World economic outlook, April 2009, p. 119. 

7.  Reserve Bank of Australia, Statement on monetary policy, 8 May 2009, p. 69, viewed 13 May 

2009, 

http://www.rba.gov.au/PublicationsAndResearch/StatementsOnMonetaryPolicy/Statements/st

atement_on_monetary_0509.pdf 

http://www.rba.gov.au/PublicationsAndResearch/StatementsOnMonetaryPolicy/Statements/statement_on_monetary_0509.pdf
http://www.rba.gov.au/PublicationsAndResearch/StatementsOnMonetaryPolicy/Statements/statement_on_monetary_0509.pdf
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National Australia Bank (NAB) and Westpac Bank have all issued their own forecasts.  

These are all summarised in tables 3a and 3b below. Unfortunately the two tables are not 

directly comparable as the RBA forecasts are expressed as percentage changes in the year to 

the quarter while the other forecasts are compiled on the same basis as those in the Budget 

(percentage change on previous year).   

However, the RBA has stated: 

In year-average terms, GDP is forecast to decline by ½ per cent in 2009/10 before growing 

by 2 ¼ per cent in 2010/11.
8
   

Thus, when expressed in the same terms, the RBA forecasts are the same as the Treasury 

forecasts.  The private forecasts in Table 3b are also broadly in line with the Budget forecasts. 

Table 3a: RBA forecasts ð Statement of Monetary Policy, May 2009 

  Dec June Dec   June Dec   June Dec 

  2008 2009 2009 2010 2010 2011 2011 

Real GDP 0.3 -1¼ -1 ½ 2 3¼ 3¾ 

CPI 3.7 1½ 2¼ 2½ 2 1½ 1½ 

Actual data to December 2008. For the forecast period, technical assumptions 

include A$ at US$0.75, TWI at 61, cash rate at 3.00 per cent, and WTI crude oil 

price at US$65 per barrel and Tapis crude oil price at US$67 per barrel. 

Percentage change over year to quarter shown 

Source: RBA, Statement of Monetary Policy, p. 69. 

Table 3b: Other private forecasts  

  2008-09 Estimates 

  Access ANZ NAB Westpac Budget 

Real GDP 0.1  1/4  ¼ 0.2 0 

Employment 1.4 1      ½ 1.1 -1/4 

Unemployment rate 4.9 5 3/4 5 ¾ 5.8 6 

CPI 3.6 3     1 ¾ 3.2 1 3/4 

Nominal GDP 5.4 5 3/4 N/A 6 5 3/4 

  2009-10 ð Forecasts 

  Access ANZ NAB Westpac Budget 

Real GDP -0.2 - 3/4 - ½ -0.2 -1/2 

Employment -1 -1 1/4 -2 ½ -1.7 -1 1/2 

Unemployment rate 7.3 8     7 ½ 8.5 8 1/4 

CPI 2.1 2     2 ½ 1.8 1 3/4 

Nominal GDP -1 -2     N/A -2.3 -1 1/2 

 

 

                                                 
8.  Reserve Bank of Australia, p. 68.   
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  2010-11 ð Forecasts 

  Access ANZ NAB Westpac Budget 

Real GDP 2.4 2 1/4 N/A 2.5 2 1/4 

Employment 0.1  1/4 N/A -0.3 1/2 

Unemployment rate 8.4 8 1/4 N/A 8.7 8 1/2 

CPI 2.8 2 1/2 N/A 2.3 1 1/2 

Nominal GDP 4.1 4 1/2 N/A 3 3 3/4 

Sources: Access Economics, ANZ, NAB, Westpac, Treasury.
9
 

Fiscal policy 

Another issue that has been politically contested has been the effect of the Governmentôs 

stimulus measures. In the budget papers Treasury has presented a summary of the 

discretionary fiscal policy measures taken since the September quarter of 2008 and the so-

called ómultipliersô they have applied when estimating the impact of those measures.  An 

interesting feature is that OECD multipliers for direct government consumption are slightly 

higher than those for transfers to liquidity constrained households, particularly for the first 

year. Estimates from the OECD and IMF were used as a guide to validate the decision of 

Treasury to apply multipliers of between 0.5 and 1. These are shown in Table 4 below. Note 

that these multiplier estimates were released after the initial October 2008 Economic Security 

Strategy, but the IMF estimates were available before the release of the Nation Building and 

Jobs Plan. The OECD estimates were only released after both of the abovementioned 

stimulus packages were announced.   

Table 4: OECD and IMF estimates of fiscal multipliers 

  OECD - Australia   OECD - US   IMF - G-20 

  Year 1 Year 2 
 

Year 1 Year 2 
 

  

Spending measures 

      

  

Infrastructure 0.9 1.1-1.3 

 

0.9 1.1-1.3 

 

0.5-1.8 

Government consumption 0.6 0.7-1.0 

 

0.7 0.8-1.1 

 

  

Transfers to households 0.4 0.7-0.8 

 

0.5 0.8-0.9 

 

  

Revenue measures 

      

  

Personal income tax cuts 0.3-0.4 0.4-0.8 

 

0.3-0.5 0.5-0.9 

 

0.3-0.6 

Indirect tax cuts and other 0.2-0.3 0.3-0.5   0.2-0.3 0.3-0.5     

Sources: óStatement 4: Assessing the Sustainability of the Budgetô, Budget strategy and outlook: 

Budget paper no. 1: 2009ï10, p. 4-6; IMF; OECD.
10

 

                                                 
9.  Access Economics, Commonwealth Budget monitor, Issue 75, Canberra, Australia, 11 May 

2009; ANZ Bank, ANZ Federal Budget report, Melbourne, Australia, 13 May 2009; National 

Australia Bank, 2009ï10 Federal Budget report, Sydney, Australia, 12 May 2009; Westpac 

Banking Corporation, Australian Federal Budget 2009/10, Sydney, Australia, 12 May 2009. 

10.  OECD, óChapter 3: The effectiveness and scope of fiscal stimulusô, Interim economic outlook,  

Paris, March 2009; and, IMF, óGroup of Twentyô, paper prepared by the staff of the IMF for 

the G20 meeting of deputies, London, 31 Januaryï1 February 2009. 
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Treasury has also presented some medium-term projections regarding the sustainability in 

government finances in the medium-term. The ability for government finances to return to a 

sustainable footing is critically dependent upon two factors, the extent to which medium-term 

projections of Australian economic growth eventuate and policy choices that are made over 

the same timeframe. One critical assumption is that real growth in spending will be held to 

2 per cent per annum, once the economic growth is above-trend, until the Budget returns to 

surplus.
11

 

Economic modelling and its limitations 

Treasury uses the TRYM macro-econometric model, in conjunction with sectoral and other 

economic models to inform the Government about the likely path of the economy over the 

budget forecast period. There are good reasons to view the budget results cautiously to the 

extent they are derived from the TRYM model.   

First, these are not ónormalô economic times and thus, given the econometrically estimated 

nature of the TRYM model, it would be imprudent to uncritically rely on forecasts that are 

based on data that are at the extremes or outside of the ranges of the sample used to estimate 

equations contained in the model.  This is because the estimated behavioural relationships are 

likely to have changed in such circumstances.   

Second, in terms of the results presented in Statement 4 of Budget Paper No. 1 on fiscal 

policy and the effect on real GDP (and therefore on employment growth and the 

unemployment rate), it should be noted that the TRYM model is structured in such a way that 

fiscal policy is assumed to have a short-run impact on the economy.
 12

 The economy is then 

usually assumed to return to a long-run trend growth path. In the case of this yearôs Budget, 

the above-trend trajectory of recovery is also assumed. Treasury states, in terms of 

macroeconomic theory: 

Overall, the TRYM model can be characterised as being broadly Keynesian (demand 

driven) in the short run, but having a neo-classical (supply driven) long run.
13

   

Another reason for caution is that Treasury have not provided any indication of forecast 

errors of major economic parameters that underlie the Budget. Presentation of forecast error 

bands would at least reinforce the notion that these forecasts are not iron-clad statements of 

fact when it comes to the future evolution of the Australian economy, but that they are 

subject to various (known and unknown) sources of error that arise for a variety of reasons 

(such as sampling and measurement errors), and that forecast errors increase the further that 

forecasts are extended into the future.  

                                                 
11.  Australian Government, óStatement 4: Assessing the sustainability of the Budgetô, Budget 

strategy and outlook: budget paper no. 1: 2009ï10, Commonwealth of Australia, Canberra, 

2009, pp. 4ï10. 

12.  Australian Government, óStatement 4: Assessing the sustainability of the Budgetô, Budget 

strategy and outlook: budget paper no. 1: 2009ï10, Commonwealth of Australia, Canberra, 

2009, pp. 4ï4 to 4ï8. 

13.  P Downes, óAn introduction to the TRYM model: applications and limitationsô, Paper 

presented to the International Federation of Automatic Control (IFAC) Symposium: 

Modelling and Control of National and Regional Economies, Gold Coast, 2ï5 July 1995, p. 8. 
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A rather simple and effective way of presenting forecast error bands is through the use of fan 

charts. These charts show historical data and also forecasts, however, the forecasts are 

presented as probability distributions, rather than point estimates. This would enable readers 

of the budget papers to perform some objective ex post assessment of the forecasts. Fan 

charts also allow the incorporation of subjective judgements about the future risks to those 

forecasts through the use of asymmetric probability distributions. The Bank of England uses 

fan charts for their forecasts of inflation and other economic variables and they provide a 

good discussion of how fan charts are derived and interpreted.
14

 

Clearly if actual outcomes were consistently above or consistently below the central forecast 

or were continually on the outer extremes of previous forecasts, then one could conclude that 

there are problems with the model(s) used to derive them.  They would also serve to 

illuminate researchers as to the nature of potential problems they should focus on when trying 

to improve their modelling.  

Treasury notes the limitations of the TRYM model: 

é to be useful control ultimately has to be applied to a forecasting baseline.
15

 The accuracy 

of the forecast baseline not only depends on knowledge of the true parameters of the 

economy (such as the [Non-Accelerating Inflation Rate of Unemployment] é ) but also 

requires projections for exogenous variables which are difficult to forecast, such as 

commodity prices and rainfall, and must be based on survey data which is incomplete, 

contains substantial survey errors and is subject to revision. As a result the accuracy of 

forecasts for most target variables even for the first year out is relatively low.
16

 

In the case of this Budget the ópre-stimulusô baseline scenario is that no stimulus had been 

applied, compared with a ópost-stimulusô scenario which includes all of the Governmentôs 

discretionary fiscal stimulus actions taken since the September quarter of 2008. In short this 

does not constitute empirical óevidenceô of the effectiveness (or the degree of effectiveness, 

let alone desirability) of discretionary fiscal stimulus in ameliorating the effects of recession. 

It reflects more the judgement exercised by the Treasury which is informed by 

macroeconomic theory and based on considerable experience and research.
17

. One could also 

mount an argument as to whether the óno stimulusô baseline is the appropriate basis for 

comparison. 

                                                 
14.  http://www.bankofengland.co.uk/publications/quarterlybulletin/qb980101.pdf viewed 22 May 

2009. 

15.  Control in this context refers to optimal control. In essence, it refers to the method used to 

obtain a solution for the model. 

16.  Downes, p. 11.   

17.  Some economists such as Associate Professor Steve Keen (University of Western Sydney) are 

sharply critical of the macroeconomic theory and methodology used by Treasury to produce 

forecasts of the economy. An example of this criticism that specifically relates to this yearôs 

Budget can be found at: Steve Keenôs Debtwatch, óBudget 2009: letôs assume we can have an 

openerô viewed 18 May 2005, http://www.debtdeflation.com/blogs/2009/05/13/budget-2009-

lets-assume-we-have-a-can-opener/ 

http://www.bankofengland.co.uk/publications/quarterlybulletin/qb980101.pdf
http://www.debtdeflation.com/blogs/2009/05/13/budget-2009-lets-assume-we-have-a-can-opener/
http://www.debtdeflation.com/blogs/2009/05/13/budget-2009-lets-assume-we-have-a-can-opener/
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Indeed the empirical literature on the effectiveness of discretionary fiscal policy is quite 

ambiguous as to the effects of various types of stimulus measures.
18

 Part of this stems from 

econometric problems associated with identifying ódiscretionaryô changes in fiscal policy, but 

it is also partially due to assumptions about the behaviour of agents in the economy. The use 

of different data-sets, definitions of discretionary measures, time periods and econometric 

methods can produce starkly different results. Economists also struggle with the difficulty of 

not being able to conduct controlled experiments, therefore eliminating the ability to 

precisely replicate previous research. 

Econometric modelling, particularly at a high level of aggregation, is more art than science, 

with a considerable amount of subjective judgement being applied. It should be seen as 

indicative in nature only, and results should not be interpreted as precise statements of fact. 

The intention of these comments is not to cast doubt on the accuracy of Treasuryôs forecasts 

or their assertions that discretionary fiscal stimulus will have an impact on the economy (as 

can be seen above, forecasts presented in the Budget match forecasts from other sources quite 

well). Rather, they are merely to provide some background as to how these 

forecasts/judgements are formed, their limitations; and also to reinforce the point that the 

economics profession as a whole does not have a conclusive answer to the question of the 

effectiveness of discretionary fiscal stimulus.  

The Minister for Finance, Lindsay Tanner MP acknowledges the imprecise nature of 

forecasting in a recent interview on the 7.30 report.  In response to a question from the host, 

Mr Kerry OôBrien, he replied: 

Well, Kerry, given that we're talking about the years ahead, we can't really base it on much 

other than forecasts and promises. The forecasts tell us where Treasury believes the 

economy is heading and the promises indicate the disciplines we are imposing upon 

ourselves and how we are gonna deal with the challenges that we confront. And people will 

then have to judge the outcomes. Keep in mind that these will change as time unfolds. So, 

inevitably, what happens every year and indeed every six months is that Treasury updates 

the forecasts and they will change to a degree over time as a result of those processes. But 

we have to make forecasts and we have to indicate a strategy as to how we are going to 

build the nation for the future, get through the current recession and get into recovery and 

return the budget to surplus.
19

 

Revenues and expenses 

As will be seen below, the budget position has deteriorated significantly since May 2008. The 

Budget has deteriorated so dramatically that the Government even took the unusual step of 

issuing an Updated Economic and Fiscal Outlook in February 2009 after the release of the 

Mid-Year Economic and Fiscal Outlook in December 2008. The Budget has deteriorated 

even further since February 2009. This underscores the fragile nature of macroeconomic 

forecasts, even over the course of a single year as outlined in the previous section, especially 

around turning points in the economy. Treasury have presented an appraisal of their 

                                                 
18.  Stimulus measures include various types of tax cuts, direct government consumption, 

government spending on infrastructure or cash transfers to liquidity constrained households. 

19.  http://www.abc.net.au/7.30/content/2009/s2576476.htm viewed on 22 May 2009. 

http://www.abc.net.au/7.30/content/2009/s2576476.htm
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forecasting accuracy for revenues, although a similar analysis has not been performed for 

expenses.   

Most of the deterioration in the fiscal balance is due to a dramatic fall in taxation revenues, 

but also a rise in expenses arising from the government policy response to the downturn in 

economic activity as a result of the global financial crisis.   

Revenue 

Table 5 below shows the variations to revenues since the 2008ï09 Budget. It is clear that 

most of the turnaround in revenues has been driven by parameter variations, which are 

essentially unexpected gains or losses due to incorrect forecasts of revenue. Between the 

2008ï09 and 2009ï10 budgets, $23.5 billi on worth of revenue expected in 2008ï09 never 

materialised. Nearly 98 per cent of the difference is accounted for by parameter variations. 

From 2008ï09 to 2011ï12, parameter variations equate to a total loss of $175.4 billion worth 

of estimated revenue.   

Table 5: RevenueñPolicy decisions and parameter variations 

  Estimates   Projections 

  2008-09 2009-10 2010-11 
 

2011-12 

  $m $m $m 
 

$m 

Revenue at 2008-09 Budget 319,464 336,920 350,862 

 

366,922 

Changes between 2008-09 Budget and 

MYEFO 

    

  

Effect of policy decisions -100 -87 -23 

 

0 

Effect of parameter and other 

variations -6,114 -12,488 -14,286 

 

-11,382 

Total variations -6,214 -12,575 -14,309 

 

-11,382 

Revenue at 2008-09 MYEFO 313,250 324,345 336,552 

 

355,540 

Changes between MYEFO and UEFO 

    

  

Effect of policy decisions -449 -1,102 5,611 

 

5,437 

Effect of parameter and other 

variations -8,840 -19,241 -23,172 

 

-24,354 

Total variations -9,289 -20,343 -17,561 

 

-18,918 

Revenue at 2009 UEFO 303,960 304,001 318,991 

 

336,621 

Changes between UEFO and 2009-10 

Budget 

    

  

Effect of policy decisions -2 -256 -4,990 

 

-631 

Effect of parameter and other 

variations -8,019 -13,133 -19,159 

 

-15,214 

Total variations -8,021 -13,389 -24,149 

 

-15,845 

Revenue at 2009-10 Budget 295,939 290,612 294,841   320,776 

Source: óStatement 5: Revenueô, Budget strategy and outlook: budget paper no. 1: 2009ï10, p. 5ï14. 
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Revenue Forecasting Performance 

Treasury discusses the three main sources of error in forecasting revenue in Appendix D of 

óStatement 5: Revenueô, Budget paper no. 1:
20

 

Å errors in forecasts of the economy underpinning the forecasts the revenue forecasts 

Å errors in translating the economy to revenue forecasts and  

Å miscellaneous factors including (but not limited to) post-budget policy decisions, court 

decisions regarding tax law interpretation and revisions to historical economic data.   

Treasury describes revenue estimates as being produced using a óbase plus growthô 

methodology. In highly simplified terms, the ógrowthô part of the methodology is derived 

from the economic growth forecasts. Thus, economic growth forecasts are crucial to the 

outlook for revenues (see discussion of economic modelling above). Treasury shows a chart 

(chart D2) which examines taxation revenue forecast errors versus nominal non-farm GDP 

growth forecasting errors. The chart contains a range that implies that if revenue forecasts are 

within it, then the forecast is acceptable in terms of accuracy. The range essentially implies a 

0.5 per cent margin for error if economic forecast errors were zero. In other words, this chart 

abstracts from errors in economic forecasts as a source of error. In the eight year period 

considered, there are four years within the range (2001ï02, 2003ï04, 2005ï06 and 2006ï07) 

and four above the range (2000ï01, 2002ï03, 2004ï05 and 2007ï08), implying that revenue 

had been underestimated in those years, relative to economic forecast errors. There is a 

general tendency for revenues to be underestimated in times of economic expansion and 

overestimated in times of contraction.   

As noted in last yearôs Budget Review in the óKey Featuresô brief, the budget papers have not 

forecast any of the recessions Australia has experienced since the early 1950s.
21

 This both 

highlights the difficulties of forecasting and suggests that any improvements that Treasury 

could make in forecasting the economy could yield significant gains in terms of budget 

predictability. 

Expenses 

In contrast to revenues, changes in expenses have been overwhelmingly dominated by policy 

changes since the last budget. In 2008ï09, policy changes worth $33.8 billion have been 

offset by a fall in expenses due to parameter variations of $1.9 billion. From 2008ï09 to 

2011ï12, policy changes have resulted in $98.2 billion worth of extra expenses.   

                                                 
20.  Australian Government, óStatement 5: Revenueô, Budget strategy and outlook: budget paper 

no. 1: 2009ï10, Commonwealth of Australia, Canberra, 2009, pp. 5ï50 to 5ï52. 

21.  S Kompo-Harms and D Richardson, óBudget 2008ï09: Key Featuresô, Budget review 2008ï

09, Parliamentary Library, Canberra, 26 May 2008, viewed 20 May 2009, 

http://www.aph.gov.au/library/pubs/rp/2007-08/08rp31.pdf; See also: D Richardson, Official 

economic forecasts: how good are they?, Current issues brief, no. 17, 2000ï01, Parliamentary 

Library, Canberra, 26 June 2001, viewed 20 May 2009,  

http://www.aph.gov.au/library/pubs/CIB/2000-01/01cib17.htm 

http://www.aph.gov.au/library/pubs/rp/2007-08/08rp31.pdf
http://www.aph.gov.au/library/pubs/CIB/2000-01/01cib17.htm
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Table 6a: Expenses ð Policy decisions and parameter variations 

  Estimates   Projections 

  2008-09 2009-10 2010-11 
 

2011-12 

  $m $m $m 
 

$m 

2008-09 Budget expenses 292,470 310,513 323,083 

 

339,241 

Changes between 2008-09 Budget and 

MYEFO 

    

  

Effect of policy decisions(a) 11,413 1,172 743 

 

842 

Effect of parameter and other variations -258 58 456 

 

-297 

Total variations 11,154 1,230 1,200 

 

544 

2008-09 MYEFO expenses 303,624 311,742 324,283 

 

339,785 

Changes between MYEFO and UEFO 

    

  

Effect of policy decisions(a) 19,158 18,618 17,071 

 

10,775 

Effect of parameter and other variations -464 1,688 3,288 

 

4,303 

Total variations 18,694 20,306 20,360 

 

15,078 

2009 UEFO expenses 322,317 332,047 344,641 

 

354,862 

Changes between UEFO and 2009-10 

Budget 

    

  

Effect of policy decisions(a) 3,294 8,123 2,054 

 

4,941 

Effect of economic parameter variations 

    

  

Total economic parameter variations -39 1,495 2,214 

 

-40 

Unemployment benefits -285 1,067 2,551 

 

1,494 

Prices and wages 141 313 -460 

 

-1,663 

Interest and exchange rates 104 114 122 

 

129 

Public debt interest 177 1,038 1,907 

 

3,205 

Program specific parameter variations 3,546 5,708 3,438 

 

2,333 

Slippage in 2008-09 Budget decisions 0 1 1 

 

1 

Other variations -4,852 -10,199 -9,727 

 

-8,914 

Total variations 2,126 6,165 -113 

 

1,525 

2009-10 Budget expenses 324,443 338,213 344,528 

 

356,388 

(a)  Excludes the public debt net interest 

effect of policy measures.           

Source: óStatement 6: Expenses and Net Capital Investmentô, Budget strategy and outlook: budget 

paper no. 1: 2009ï10, p. 6ï4. 

Please note that the table above incorporates changes made via the corrigendum issued to 

Budget paper no. 1.   
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Table 6b: Expenses ð Share of total expenses by function 

  Estimates 
 

Projections 

  2008-09 2009-10 
 

2010-11 2011-12 2012-13 

  
% of 
total 

% of 
total 

 

% of 
total 

% of 
total 

% of 
total 

General public services 5.52 5.25 

 

5.44 5.50 5.41 

Defence  5.78 6.19 

 

5.81 5.64 5.30 

Public order and safety  1.14 1.15 

 

1.10 1.05 1.03 

Education  6.63 10.41 

 

9.31 8.03 7.97 

Health  15.22 15.15 

 

15.44 15.61 15.37 

Social security and welfare  38.50 32.82 

 

33.82 33.83 33.06 

Housing and community 

amenities  1.36 2.69 

 

1.62 1.20 1.07 

Recreation and culture  0.92 0.92 

 

0.87 0.82 0.79 

Fuel and energy  1.94 2.48 

 

2.29 1.98 1.72 

Agriculture, forestry and fishing  1.01 1.01 

 

0.81 0.80 0.78 

Mining, manufacturing and 

construction  0.59 0.50 

 

0.57 0.55 0.51 

Transport and communication  2.15 1.62 

 

1.64 1.88 1.82 

Other economic affairs  2.17 2.42 

 

2.32 2.20 1.99 

Other purposes  17.08 17.39 

 

18.97 20.91 23.20 

Total expenses  100 100   100 100 100 

Sources: óStatement 6: Expenses and Net Capital Investmentô, Budget strategy and outlook: budget 

paper no. 1: 2009ï10, p. 6ï7; Parliamentary Library calculations. 

This table shows the shares of total expenses for each portfolio area. The largest movers, in 

terms of shares of expenses, are: education, which increases its share from 6.63 per cent to 

10.41 per cent in the year to (end) 2009ï10; and social security and welfare from 38.50 

per cent to 32.82 per cent. Focussing on 2009ï10, increased shares of expenses also occur for 

defence, public order and safety, housing and community amenities, fuel and energy, other 

economic affairs and other purposes.   

A more expansive coverage of individual revenue and expense measures are contained in the 

Parliamentary Libraryôs other Budget Review 2009ï10 briefs.   
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Appendix A: Detailed Treasury estimates and forecasts: Economic Aggregates 

Table A1: Detailed Treasury estimates and forecasts (a) 

 
Estimates  Forecasts 

 
2008-09  2009-10 2010-11 

Panel A - Demand and output(b) 

 

 

  Household consumption 1  -1/4 1 3/4 

Private investment 

 

 

  Dwellings -2 1/2  0 11 1/2 

Total business investment(c) 2 1/2  -18 1/2 3 1/2 

Non-dwelling construction(c) 1/2  -26 3 

Machinery and equipment(c) 3  -16 1/2 4 

Private final demand(c) 1/2  -4 2 3/4 

Public final demand(c) 5  7 3/4 -1/2 

Total final demand 1 1/2  -1 1/4 2 

Change in inventories(d) -1 1/2  1/4 3/4 

Gross national expenditure 1/4  -1 1/4 2 1/2 

Exports of goods and services -1/2  -4 4 1/2 

Imports of goods and services -1 1/2  -6 1/2 6 1/2 

Net exports(d) 1/4  3/4 -1/2 

Gross domestic product 0  -1/2 2 1/4 

Non-farm product -1/4  -1/2 2 1/4 

Farm product 13  1 0 

Nominal gross domestic product 5 3/4  -1 1/2 3 3/4 

Panel B - Other selected economic measures  

  External accounts 

 

 

  Terms of trade 8 3/4  -13 1/4 0 

Current account balance (per cent of GDP) -3  -5 1/4 -5 3/4 

Labour market 

 

 

  Employment (labour force survey basis)(e) -1/4  -1 1/2 1/2 

Unemployment rate (per cent)(f) 6  8 1/4 8 1/2 

Participation rate (per cent)(f) 65 1/4  64 3/4 64 1/4 

Prices and wages 

 

 

  Consumer Price Index(e) 1 3/4  1 3/4 1 1/2 

Gross non-farm product deflator 5 3/4  -1 1 1/2 

Wage Price Index(e) 4 1/4  3 1/4 3 1/4 

 (a) Percentage change on previous year unless otherwise indicated. 

 (b) Chain volume measures except for nominal gross domestic product which is in 

current prices. 

 (c) Excluding second-hand asset sales from the public sector to the private sector. 

 (d) Percentage point contribution to growth in GDP. 

 (e) Through the year growth rate to the June quarter. 

 (f) Estimate for the June quarter. 

Source: óStatement 2: Economic outlookô, Budget strategy and outlook: budget paper no. 1 2009ï10, 

p. 2ï6. 
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Budget transparencyñOperation Sunlight 

Richard Webb 
Economics Section 

The Budget papers for 2009ï10 contain changes to the presentation of information. The 

changes were foreshadowed in Operation Sunlight. According to the Department of Finance 

and Deregulation website:  

Operation Sunlight is the Governmentôs reform agenda to improve the openness and 

transparency of public sector budgetary and financial management and to promote good 

governance practices.
22

 

Perhaps the most praiseworthy change is the presentation of information at the program level 

in Portfolio Budget Statements.
23

 In the past, some agencies provided information at the 

program level but others did not. Now, not only is information provided at the program level 

but the Portfolio Budget Statements include the three forward estimates years at the program 

level. This is in addition to information for the previous and current budgets as has been 

provided in the past. For years, Members of Parliament have sought information at the 

program level and program funding over the forward estimates years. One wonders why this 

information was not provided before since the information obviously existed.  

A second change is the revision of outcomes. A criticism of some outcomes is that they were 

too vague. On the one hand, this allowed flexibility as to where funds could be allocated. On 

the other hand, this limited parliamentary scrutiny of spending. The Department of Finance 

and Deregulation, in conjunction with agencies, has reviewed all outcomes. Readers will 

judge how successful this exercise has been. One problem that arises when outcomes are 

revised is that it might be difficult to obtain comparable data for earlier years.  

A third change is that Budget Paper no. 4 includes a detailed table listing all special accounts 

authorised under the Financial and Management Accountability Act 1997. The table shows, 

by portfolio and entity, estimated balances and flows for the budget year and for the previous 

year. Again, this is a worthwhile addition.  

The presentation of income statements in 2009ï10 has changed to show the ónet cost of 

servicesô. The net cost of services is derived by deducting from an agencyôs expenses its 

óown source incomeô. This is income in the forms of revenue from the sale of goods and 

services, profits from the sale of assets etc. The money appropriated by government is then 

deducted from the net cost of services to derive the agencyôs surplus or deficit, as the case 

may be. 

The rationale for the change is that the net cost of services:  

                                                 
22.  Australian Government, óOperation Sunlightô, Department of Finance and Deregulation 

website, viewed 18 May 2009, http://www.finance.gov.au/financial-framework/financial-

management-policy-guidance/operation-sunlight/index.html  

23.  Australian Government, óPortfolio budget statementsô, Budget 2009ï10 website, viewed 

18 May 2009, http://www.budget.gov.au/2009-10/content/pbs/html/index.htm  

http://www.finance.gov.au/financial-framework/financial-management-policy-guidance/operation-sunlight/index.html
http://www.budget.gov.au/2009-10/content/pbs/html/index.htm
http://www.finance.gov.au/financial-framework/financial-management-policy-guidance/operation-sunlight/index.html
http://www.finance.gov.au/financial-framework/financial-management-policy-guidance/operation-sunlight/index.html
http://www.budget.gov.au/2009-10/content/pbs/html/index.htm
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é recognises the nature of public sector activity and the emphasis on the net cost of services 

to Government.
24

 

It is true that the presentation of accounting data as used by the private sector, especially the 

concept of profit and loss, is not very meaningful for government agencies that are funded 

mainly by government appropriations. The net cost of services recognises this by highlighting 

the contribution that agencies can make from their own resources to funding their activities 

on the one hand, and the contribution from government on the other hand.  

It is questionable whether the adoption of net cost of services really adds much. While some 

readers of budget papers may be interested to know the net cost of services, it is probably of 

little interest to most readers. Many readers, especially those with no accounting knowledge, 

would not have any familiarity with the concept. Finally, the revised presentation is 

complicated compared with the straightforward presentation of 

                                                 
24.  Australian Government, Operation Sunlight: enhancing budget transparency, Australian 

Government, December 2008, p. 18, viewed 18 May 2009,  

http://www.finance.gov.au/financial-framework/financial-management-policy-

guidance/operation-sunlight/docs/operation-sunlight-enhancing-budget-transparency.rtf  

http://www.finance.gov.au/financial-framework/financial-management-policy-guidance/operation-sunlight/docs/operation-sunlight-enhancing-budget-transparency.rtf
http://www.finance.gov.au/financial-framework/financial-management-policy-guidance/operation-sunlight/docs/operation-sunlight-enhancing-budget-transparency.rtf
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Climate change and energy 

Dr Julie Styles and Anita Talberg 
Science, Technology, Environment and Resources Section 

Overview of climate change programs 

Carbon Pollution Reduction Scheme 

Clean energy measures 

Energy efficiency measures 

Climate change research and education funding 

Overview of climate change programs 

The Government announced that it will provide $15 billion to implement a comprehensive 

strategy to address climate change.
25

 Underpinning its strategy is the Carbon Pollution 

Reduction Scheme, the legislation for which was introduced into Parliament on 14 May 2009. 

In addition, the Government is investing substantially in complementary measures to 

facilitate development and uptake of renewable and clean energy technologies, and to 

improve energy efficiency across the economy.  

The $15 billion is slated for expenditure over ten years from 2008ï09. The total includes $2.3 

billion provided in the 2008ï09 budget for climate change programs, with additional funding 

announced since then of over $8 billion, and new funding of $4.8 billion provided in this 

yearôs Budget.
26

 Approximately $2.4 billion has been allocated since the February 2009 

Updated Economic and Fiscal Outlook (UEFO) over the fiveïyear budget forecast period 

from 2008ï09 to 2012ï13, with the remainder of the new funding to be spent in later years. 

The new and revised measures are summarised in Table 1 below and described in the 

following sections. Table 1 includes measures in addition to those in the budget tables 

provided in the Ministerial Statement on Climate Change that have here been identified as 

directly relating to climate change. The estimates in Table 1 refer only to changes since the 

UEFO. 

The Budget also contains savings from the termination of many climate change programs. In 

February 2008, the Government initiated the Strategic Review of Australian Government 

Climate Change Programs (the Wilkins Review). The Wilkins Review, published in July 

2008, stated that a broadïbased and perfectly operating emissions trading scheme would not 

require any complementary measures. However, it noted that the requirement of a transitional 

period and limitations of market ability to deliver equitable solutions would necessarily mean 

that inefficiencies in the system must be addressed through complementary measures. The 

Wilkins Review made specific recommendations with regard to complementarity of existing 

programs, as well as general policy recommendations. The Government laid out its response 

                                                 
25.  P Wong (Minister for Climate Change and Water), Australian Government climate change 

strategy, media release, 12 May 2009, viewed 14 May 2009,  

http://www.environment.gov.au/minister/wong/2009/budmr20090512.html  

26.  Australian Government, Budget statements 2009ï10: climate change, Commonwealth of 

Australia, Canberra, 2009, p. 5, viewed 17 May 2009, http://www.budget.gov.au/2009-

10/content/ministerial_statements/climate_change/download/ms_climate_change.pdf  

http://www.budget.gov.au/2008-09/content/uefo/html/index.htm
http://www.budget.gov.au/2009-10/content/ministerial_statements/climate_change/download/ms_climate_change.pdf
http://www.finance.gov.au/publications/strategic-reviews/index.html
http://www.finance.gov.au/publications/strategic-reviews/index.html
http://www.finance.gov.au/publications/strategic-reviews/index.html
http://www.environment.gov.au/minister/wong/2009/wilkinsresponse.html
http://www.environment.gov.au/minister/wong/2009/wilkinsresponse.html
http://www.environment.gov.au/minister/wong/2009/budmr20090512.html
http://www.budget.gov.au/2009-10/content/ministerial_statements/climate_change/download/ms_climate_change.pdf
http://www.budget.gov.au/2009-10/content/ministerial_statements/climate_change/download/ms_climate_change.pdf
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to the Wilkins Review on 12 May 2009, which included identification of programs to 

continue as complementary or transitional to the CPRS, and programs to cease. Savings from 

those to cease are also listed in Table 1. 

Table 1: Climate change budget measures in the 2009ð10 budget 

Agency Initiative 
2008-09 

($m) 
2009-10 

($m) 
2010-11 

($m) 
2011-12 

($m) 
2012-13 

($m) 
Total 
($m) 

 
New, revised or expanded 
programs 

      

DCC CPRS - revised implementation - - 1650.0 -505.0 -885.0 260.0 

DCC 
Australian Carbon Trust 

establishment 
- 28.8 37.5 6.9 1.8 75.0 

DCC 

CPRS - Climate Change Action 

Fund - additional funding and 

re-phasing 

1.0 -100.0 -400.0 - 100.0 -399.0 

DEWHA 

CPRS - Climate Change Action 

Fund - additional funding and 

re-phasing 

1.5 - - - - 1.5 

DCC 
CPRS - Global Recession 

Buffer 
- - - 70.0 210.0 280.0 

DCC 
CPRS - National Carbon 

Accounting Toolbox 
- 4.0 4.0 4.0 4.0 16.1 

DRET Clean Energy Initiative - 300.0 200.0 200.0 200.0 900.0 

DIISR Clean Energy Initiative - 100.0 100.0 100.0 100.0 400.0 

Australian 

Trade 

Commission 

Australian Trade Commission - 

Clean Energy Trade and 

Investment Strategy 

- 4.9 5.0 5.0 - 14.9 

DEWHA 
National Energy Efficiency 

Initiative - establishment 
- 100.0 - - - 100.0 

DEWHA 

Heating, Ventilation and Air 

Conditioning High Efficiency 

Systems Strategy - contribution 

- 0.7 0.7 0.7 - 2.1 

DEWHA 

NSEE - Building Code of 

Australia requirements for 

commercial buildings - 

enhancement 

- 1.5 0.8 0.5 0.5 3.3 

DEWHA 

NSEE - commercial building 

energy efficiency - mandatory 

disclosure 

- 1.5 1.5 1.3 1.1 5.4 

DEWHA 
NSEE - commercial building 

rating tools - enhancement 
- 0.7 0.7 0.6 0.5 2.5 

DEWHA 
NSEE - energy efficiency 

labelling - enhancement 
- 4.2 4.7 4.8 4.6 18.3 

DEWHA 

NSEE - energy efficiency 

requirements for residential 

buildings - enhancement 

- 2.9 2.0 1.7 2.1 8.7 

DEWHA 

NSEE - minimum performance 

standards for applicances and 

equipment - expansion 

- 4.1 4.1 4.2 4.2 16.6 
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Agency Initiative 
2008-09 

($m) 
2009-10 

($m) 
2010-11 

($m) 
2011-12 

($m) 
2012-13 

($m) 
Total 
($m) 

DEWHA 

NSEE - residential building 

energy efficiency - mandatory 

disclosure 

- 2.4 1.9 1.6 1.8 7.7 

DEWHA 
Solar Homes and Communities 

Plan - additional funding 
- 245.3 - - - 245.3 

DEEWR Skills for the Carbon Challenge - 8.3 7.0 5.6 6.0 26.9 

DIISR 
EIF - Super Science - Marine 

and Climate 
8.0 71.0 116.0 105.0 57.0 357.0 

CSIRO 
EIF - Maintaining Australia's 

Marine National Facility 
- 6.8 5.7 7.3 9.8 29.6 

DIISR 

EIF Round 2 - Centre for 

Climate Change and Energy 

Research 

- 40.0 - - - 40.0 

DIISR 

EIF Round 2 - Building the 

Sydney Institute of Marine 

Science 

- 10.5 6.0 3.0 - 19.5 

DIISR 

EIF Round 2 ï Institute for 

Marine and Atmospheric 

Studies 

- 45.0 - - - 45.0 

DEEWR 
EIF Round 2 ï Skillsets for  a 

Low Carbon Economy 
Break-down not available 5.0 

DEEWR 

EIF Round 2 ï Rural VET 

infrastructure to ensure social 

inclusion, sustainable land use, 

lower carbon agriculture and 

efficient water use 

Break-down not available 5.5 

DEEWR 
EIF Round 2 ï Learning centre 

at Energy Australia 
Break-down not available 25.0 

Treasury 

Liquified Petroleum Gas (LPG) 

Vehicle Scheme - reduced 

rebate for post-factory 

conversions 

- 8.0 17.2 21.9 22.8 69.9 

DIISR 

Liquified Petroleum Gas (LPG) 

Vehicle Scheme - reduced 

rebate for post-factory 

conversions 

- 48.8 26.7 -4.1 -27.5 43.9 

DCC 
Department of Climate Change 

- base departmental funding 
- -1.5 -0.7 -0.3 4.7 2.2 

DCC 
Department of Climate Change 

- accommodation fit-out 
- 11.8 - - - 11.8 

 
Total expenditure new 

measures 
10.5 949.7 1790.8 34.7 -181.6 2639.7 

 Reduced program       

DEWHA 
Green Loans Program - better 

targeting 
-8.5 -20.9 -39.8 -39.8 -16.7 -125.7 

 
Terminated programs - 

deemed not complementary to 

CPRS 

      

DCC Greenhouse Action in Regional - -3.9 -3.9 -3.9 -3.9 -15.6 
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Agency Initiative 
2008-09 

($m) 
2009-10 

($m) 
2010-11 

($m) 
2011-12 

($m) 
2012-13 

($m) 
Total 
($m) 

Australia - termination 

DEWHA 
Coal Mine Methane Reduction 

Program - termination 
- - -2.1 -2.1 - -4.2 

DEWHA 
Greenhouse Challenge Plus - 

termination 
- -2.9 -2.9 -2.9 -2.9 -11.6 

DEWHA 
Greenhouse Gas Abatement 

Program - termination 
- -1.7 - - - -1.7 

DEWHA 
Local Greenhouse Action - 

termination 
- -3.4 -3.4 -3.0 -3.0 -12.8 

DEWHA 
Low Emissions Technology and 

Abatement - termination 
- -5.0 -2.0 - - -7.0 

DEWHA 
Small Business and Household 

Initiative - termination 
- -5.9 -0.5 -0.4 - -6.8 

DEWHA 
Strategic National Response - 

termination 
- -1.2 -1.2 -1.2 -1.2 -4.8 

 
Terminated programs ï 

replaced by NSEE measures 
      

DEWHA 
Action on Energy Efficiency - 

termination 
- -6.9 -6.9 -6.0 -6.0 -25.8 

DEWHA 
Energy Efficiency of Electrical 

Appliances - termination 
- -4.1 -4.0 -3.9 - -12.0 

DEWHA 
Phase-out of Inefficient Light 

Bulbs - termination 
- -2.0 -1.9 -0.5 - -4.4 

 Total savings -8.5 -57.9 -68.6 -63.7 -33.7 -232.4 

 
Total (net) expenditure all 

measures 
2 891.8 1722.2 -29 -215.3 2407.3 

Notes: Revenue, expense and capital measures have been combined. Budget amounts are for measures or 

changes to measures since the February 2009 UEFO. A minus sign before an estimate indicates a reduction in 

expenses, no sign before a measure indicates an increase in expenses. Totals may differ slightly from estimates 

in other sources due to rounding errors. CPRS is the Carbon Pollution Reduction Scheme; NSEE is the National 

Strategy on Energy Efficiency; EIF is the Education Investment Fund. 

Sources: Australian Government, Budget measures: budget paper no. 2: 2009ï10, Commonwealth of Australia, 

Canberra, 2009; Australian Government, Portfolio budget statements 2009ï10: budget related paper no. 1.14: 

Innovation, Industry, Science and Research Portfolio, Commonwealth of Australia, Canberra, 2009. 

As mentioned above, the main instrument of the Governmentôs climate change strategy is the 

Carbon Pollution Reduction Scheme (CPRS). However, there are a number of other measures 

that the Government is funding to facilitate the transformation of industries and communities 

to a carbonïconstrained economy in the transitional period, as the CPRS becomes fully 

functional and compensation and assistance measures are phased out. The Government is also 

supporting research into climate change science, and programs to contribute to the realisation 

of a global solution. Such measures that will receive continued support (but whose funding 

where applicable is already included in the forward estimates) include: 

Å an expanded Renewable Energy Target (RET), to ensure that 20 per cent of Australiaôs 

electricity is generated from renewable energy sources by 2020 

http://www.climatechange.gov.au/renewabletarget/index.html
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Å the Australian Climate Change Science Program ($31.2 million over four years) to 

continue to enhance understanding of climate change processes and impacts 

Å adoption of the Australian Climate Change Science Framework, which sets national 

climate change science priorities for the next decade and 

Å $12.0 million over four years for continued support for Australiaôs engagement in 

international climate change activities, including meeting its obligations under the United 

Nations Framework Convention on Climate Change (UNFCCC) and the Kyoto Protocol 

and enhancing strategic relationships. Further funding to support international climate 

change functions is provided in the Department of Climate Changeôs base funding.
27

 

New measures announced in this Budget in relation to the CPRS and to support clean energy, 

energy efficiency and climate change research are detailed in separate sections below. 

Carbon Pollution Reduction Scheme 

The introduction of an emissions trading scheme is the Governmentôs major instrument to 

drive reductions in greenhouse gas emissions. The proposed approach was released for 

consultation in the July 2008 Carbon Pollution Reduction Scheme (CPRS) Green Paper, and 

the Governmentôs position was outlined in the December 2008 White Paper. After releasing 

exposure draft legislation in April 2009, the Government revised some of the major elements 

and introduced the Carbon Pollution Reduction Scheme Bill 2009 and related bills into the 

Parliament on 14 May 2009. 

Essentially, the scheme sets a cap on the total amount of carbon emissions allowed by the 

included sectors, then issues permits up to the cap. Liable facilities that emit carbon or other 

greenhouse gases must hold a permit for every tonne emitted, and surrender these at the end 

of each financial year. The permits become a market commodity traded between firms at the 

going price. Firms need to choose between reducing their emissions and purchasing permits, 

so the price of permits sets the level of incentive to adopt lowïcarbon technologies. 

The initial proposal for the CPRS outlined an emissions reduction target of five to fifteen 

per cent below 2000 levels by 2020. Around 1000 entities, responsible for about 75 per cent 

of Australiaôs emissions, would be included in the scheme. A free allocation of around 25 per 

cent of permits would go to emissionsïintensive, tradeïexposed industries. According to the 

Government, óevery cent raised from the Carbon Pollution Reduction Scheme will be used to 

help Australiansðhouseholds and businessðadjust to the scheme and to invest in clean 

                                                 
27.  Australian Government, Budget measures: budget paper no. 2: 2009ï10, Commonwealth of 

Australia, Canberra, 2009, p. 131; P Wong (Minister for Climate Change and Water), Shaping 

an international solution to climate change, media release, 12 May 2009, viewed 16 May 

2009, http://www.environment.gov.au/minister/wong/2009/budmr20090512a.html  

http://www.climatechange.gov.au/science/accsp/index.html
http://www.climatechange.gov.au/science/publications/pubs/cc-science-framework.pdf
http://www.environment.gov.au/minister/wong/2009/budmr20090512a.html
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energy optionsô.
28

 As such, the expectation is that óthe net impact of the Scheme on the 

budget will be neutral over the forward estimates from 2008ï09 to 2011ï12.ô
29

 

On 4 May the Government announced revisions to the CPRS, including a delay of the start 

date to 1 July 2011; allowance for a more ambitious emission reduction goal of 25 per cent 

below 2000 levels by 2020 (contingent on a similar international commitment); a oneïyear 

transition concession fixing permits at $10; a provision for a óGlobal Recession Bufferô to 

assist emissionsïintensive, tradeïexposed industries; and funding for energy efficiency 

measures.
30

 

This Budget does not offer a complete design of the Governmentôs allocation of funds 

towards operation of the CPRS. The Government still suggests that the measure is essentially 

budget neutral, costing only $260 million over three years from 2010ï11.
31

 Revenues and 

expenses associated with the scheme prior to the amendments were outlined in the White 

Paper in December, and final costs were to be published in this yearôs budget. However, 

because of the late changes announced on 4 May, it appears that the budget removes original 

estimates to the Contingency Reserve in anticipation of revised calculations, and no such 

final estimates have been provided:  

éupdated expense and revenue estimates associated with the revised implementation of the 

Scheme have been included in the Contingency Reserve.
32

 

Although the Contingency Reserve is designed to serve such a purpose (amongst other 

functions), the lack of itemisation makes it difficult to determine how much the Government 

will invest in the CPRS and over what timeïframe.
33

 At least one reporter has referred to this 

budgetôs contingency reserve as ósecretiveô.
34

  

The Government states that the changes to the CPRS have significantly affected revenue 

estimates since the UEFO: 

                                                 
28.  Australian Government, Households and the scheme, fact sheet, July 2008, viewed 18 May 

2009, http://www.climatechange.gov.au/greenpaper/factsheets/pubs/fs7.pdf  

29.  Australian Government, Budget impact of the Carbon Pollution Reduction Scheme, fact sheet, 

December 2008, viewed 18 May 2009,  

http://www.climatechange.gov.au/whitepaper/factsheets/pubs/029-budget-implications.pdf  

30.  P Wong (Minister for Climate Change and Water), New measures for the Carbon Pollution 

Reduction Scheme, media release, 4 May 2009, viewed 20 May 2009, 

http://www.environment.gov.au/minister/wong/2009/mr20090504.html  

31.  Budget measures: budget paper no. 2: 2009ï10, p. 7. 

32.  Australian Government, óStatement 6: Expenses and Net Capital Investment Appendix Bô, 

Budget strategy and outlook: budget paper no. 1: 2009ï10, Commonwealth of Australia, 

Canberra, 2009, p. 6ï53. 

33.  For further information on the Contingency Reserve see R Webb, The Commonwealth budget: 

process and presentation (updated Jan 2009), Research Paper, 2009ï10, Parliamentary 

Library, Canberra, 2009, (forthcoming). 

34.  D Crowe, óDepleted cash cache will need a $27bn topïupô, Australian financial review, 

14 May 2009. 

http://www.climatechange.gov.au/greenpaper/factsheets/pubs/fs7.pdf
http://www.climatechange.gov.au/whitepaper/factsheets/pubs/029-budget-implications.pdf
http://www.environment.gov.au/minister/wong/2009/mr20090504.html
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Policy decisions since the 2009 UEFO are expected to decrease revenue by $256 million in 

2009ï10. In 2010ï11 and 2011ï12, policy decisions detract a further $5.6 billion from 

revenues, before increasing revenues by $3.2 billion in 2012ï13. These fluctuations in the 

impact of policy decisions are mainly due to the change in the timing of the introduction of 

the Carbon Pollution Reduction Scheme (CPRS).
35

 

It is estimated that in 2011ï12, revenue from the CPRSôs fixed $10 carbon permit will be 

around $4.5 billion. In 2012ï13, when the permit price is capped but not fixed, the revenue is 

expected to climb to around $13.0 billion.
36

 Note that these estimates are for revenue 

recorded for accrual purposes, regardless of whether the permits are auctioned or freely 

allocated.
37

 Under accrual accounting, the freely allocated permits are presumably recorded 

as an expense, but at this stage it seems this expense is included in the Contingency Reserve 

and has not been explicitly provided. 

As noted above, the Government has stated it will reinvest every cent of revenue from the 

sale of permits under the CPRS back into the community to offset increased fuel and energy 

costs passed on by liable emitters. In line with this commitment, the excise for petrol and 

diesel will be reduced from the current 38.143 cents per litre to 35.688 cents per litre on 

1 July 2011. The excise will be further adjusted every six months for two years from 

1 July 2012 to ensure a ócentïforïcentô offset of the impact of the CPRS on fuel prices. The 

fuel tax adjustment will cause a loss in revenue of $1.1 billion in 2011ï12, $3.5 billion in 

2012ï13 and $3.9 billion in 2013ï14, at which time the adjusted excise will become 

permanent and no further adjustments will be made in response to impacts of the CPRS.
38

 

The Government has stated that it has provided $11.8 million in this budget for the continued 

development and implementation of the CPRS. A timeïframe is not provided.
39

 Also in this 

Budget, to facilitate the operation of the CPRS, to provide transitional assistance, and to 

enhance community involvement in the CPRS, the Government has announced that it will: 

Å establish a National Carbon Accounting Toolbox ($16.1 million over four years). The 

tool will assist in the accounting and reporting of carbon emissions and removals in the 

forestry and agriculture sectors under the CPRS, and will build upon the existing National 

Carbon Accounting System and associated toolbox
40

 

Å establish the Australian Climate Change Regulatory Authority (ACCRA). The purpose 

of ACCRA will be to manage the calculation, allocation, and auction of permits, plus all 

                                                 
35.  Australian Government, óStatement 5: Revenueô, Budget strategy and outlook: budget paper 

no. 1: 2009ï10, Commonwealth of Australia, Canberra, 2009, p. 5ï15. 

36.  óStatement 5: Revenueô, Budget strategy and outlook: budget paper no. 1: 2009ï10, p. 5ï33. 

37.  óStatement 5: Revenueô, Budget strategy and outlook: budget paper no. 1: 2009ï10, Box 5, 

p. 5ï35. 

38.  Explanatory Memorandum, Carbon Pollution Reduction Scheme (CPRS fuel credits) Bill 

2009 and related bills, p. 8. 

39.  Department of Climate Change, Climate change budget overview 2009ï10, Commonwealth 

of Australia, Canberra 2009, p 9. 

40.  Budget measures: budget paper no. 2: 2009ï10, p. 129. 

http://www.climatechange.gov.au/ncas/index.html
http://www.climatechange.gov.au/ncas/index.html
http://www.climatechange.gov.au/ncas/index.html
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promotion, compliance and enforcement of the CPRS.
41

 The existing Office of Renewable 

Energy Regulator and its functions will be incorporated into ACCRA.
42

 Although the 

Government has announced $81.9 million for the establishment of ACCRA,
43

 including 

$76.7 million in 2009ï10,
44

 there is no explicit financial breakdown in further years. The 

Government states that final funding for 2009ï10, 2010ï11 and onwards is expected to be 

finalised in the 2009ï10 Additional Estimates process
45

 

Å provide a Global Recession Buffer ($1.065 billion over five years). This was announced 

as part of the 4 May amendments to the CPRS to further assist emissionsïintensive, tradeï

exposed industries in the transition to priced carbon emissions. The assistance increases 

each year from $70 million in 2011ï12 to $290 million in 2015ï16.
46

 The assistance is to 

be granted through free allocation of permits, and though the funding is explicitly 

provided under the expense measures in Budget Paper No. 2 and the climate change 

Portfolio Budget Statement, the Ministerial Statement on the climate change Budget states 

that all provision for this funding has been made in the Contingency Reserve.
47

 This 

apparent discrepancy may be a reflection of the lastïminute nature of revised calculations 

for expense measures under the revised CPRS 

Å increase funding for the Climate Change Action Fund (CCAF). The CCAF was 

proposed in the White Paper to assist industries, businesses and communities in the 

transition to a lowïcarbon economy through the provision of information, grants and 

incentives. The Budget provides further funding for the CCAF of $300 million in addition 

to the $2.45 billion announced in the White Paper, bringing the total to $2.75 billion over 

five years.
48

 Some funding has been deferred due to the delayed start of the CPRS, and 

provision for the measure from 2010ï11 onwards is included in the contingency reserve. 

The remaining funding for the measure in 2009ï10 is $200 million and 

Å establish the Australian Carbon Trust  ($75.8 million over five years), an initiative to 

encourage individual and community involvement in the CPRS and to assist businesses to 

implement energy efficiency measures. 

The CCAF funding will provide four streams of assistance, outlined in the White Paper and 

with expenditure in 2009ï10 announced in the Budget as follows:
49

 

                                                 
41.  Climate change budget overview 2009ï10, p. 11. 

42.  Budget statements 2009ï10: climate change, p. 28. 

43.  Climate change budget overview 2009ï10, p. 11. 

44.  Explanatory Memorandum, Carbon Pollution Reduction Scheme Bill 2009, p. 24. 

45.  Explanatory Memorandum, Carbon Pollution Reduction Scheme Bill 2009, p. 24. 

46.  Budget measures: budget paper no. 2: 2009ï10, p. 128. 

47.  Budget statements 2009ï10: climate change, footnote c, p. 41. 

48.  Climate change budget overview 2009ï10, p. 13. 

49.  Department of Climate Change, Carbon Pollution Reduction Scheme: Australiaôs low 

pollution future: white paper, Commonwealth of Australia, December 2008, pp. 18ï4 to 18ï

10. 
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Å the information stream, with funding of up to $130 million over five years ($20.0 million 

in 2009ï10), will focus on informing businesses and communities about the operation of 

the CPRS and advice on management of its expected financial impacts 

Å the energy efficiency and lowïemissions technologies stream, with funding of up to 

$1.4 billion over five years ($180.0 million in 2009ï10), will provide grants and 

incentives for businesses and community groups to invest in energy efficiency and lowï

emissions technologies 

Å the structural adjustment stream, with provisional funding of $200 million, will provide 

assistance to workers and communities disproportionately impacted by the CPRS and 

Å the coal sector adjustment stream, with $500 million over five years in the form of cash 

payments for existing coal mines with high emissions, and $250 million over five years for 

coal mine abatement activities. 

The additional $300 million announced in the budget for the CCAF is to provide further 

support for businesses, communities, workers and regions to assist their transition to a lowï

carbon economy (presumably falling under the first three of the four streams noted above). 

The Australian Carbon Trust consists of two initiatives: 

Å the Energy Efficiency Trust has been allocated $50 million over two years to promote and 

showcase energy efficiency opportunities in businesses and organisations. It will fund 

energy efficiency improvements in the private sector, which will be repaid by recipients as 

cost savings from the improvements are realised and 

Å the Energy Efficiency Savings Pledge Fund has been allocated $25.8 million over five 

years for its establishment, and for the creation of webïbased tools allowing individuals to 

calculate savings from their energy efficiency actions and contribute these savings to the 

fund for purchase and cancellation of carbon permits. This in theory sends a price signal 

through the carbon market and applies pressure on liable entities to reduce emissions (note 

though, that permit prices will be fixed for the first year and capped for the following four 

years).  

Clean energy measures 

Clean Energy Initiative 

The Government announced in the Budget a $4.5 billion Clean Energy Initiative, including 

$3.5 billion of new funding, that will be provided over nine years to support innovation in 

clean energy and lowïemissions technologies.
50

 The investment will include:
51

 

                                                 
50.  P Wong (Minister for Climate Change and Water), P Garrett (Minister for the Environment, 

Heritage and the Arts), M Ferguson (Minister for Resources and Energy) and K Carr 

(Minister for Innovation, Industry, Science and Research), $4.5 billion clean energy initiative, 

media release, 12 May 2009, viewed 19 May 2009  

http://www.environment.gov.au/minister/wong/2009/budmr20090512g.html   

http://www.environment.gov.au/minister/wong/2009/budmr20090512g.html
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Å $2.425 billion over nine years for the Carbon Capture and Storage (CCS) Flagships 

program, including $2.0 billion in new funding, for development of lowïemissions coal 

technologies and to support two to four industrialïscale CCS projects. The program aims 

to create 1000 MW of lowïemissions fossil fuel power generation 

Å $1.6 billion over six years for the Solar Flagships program, including $1.365 billion of 

new funding, for development of solar technologies. The program will support up to four 

solar power generation projects of capacity comparable to standard coalïfired power 

stations, to create an additional total solar generation capacity of 1000 MW and 

Å $465 million to establish Renewables Australia, including $100 million in new funding, 

to support development, commercialisation and deployment of renewable energy 

technologies. 

The bulk of the new funding for the Clean Energy Initiative is to be met through the 

redirection of $2.5 billion that had been set aside for the Education Investment Fund (EIF).
52

 

The Nation Building Funds Amendment Bill 2009 is to implement the redirection, repealing 

the crediting of $2.5 billion from the 2007ï08 budget surplus to the EIF, and reducing the 

funds in the EIF to $6.5 billion.
53

 

Apparently in addition to the $2.5 billion transfer from the EIF, the Budget states that the new 

flagship funding includes $400 million over four years from the EIF to support the research 

infrastructure component of the programs.
54

 Proponents of bids will be expected to partner 

with an eligible research institution with relevant expertise to ensure their project is founded 

upon rigorous research. Projects under the two flagships are expected to commence 

construction from 2012, with commissioning from 2015. 

The CCS Flagships program will be supported by the Global Carbon Capture and Storage 

Institute (GCCSI) that was launched by Prime Minister Kevin Rudd on 16 April  2009. The 

GCCSI will facilitate international cooperation and shared knowledge in the development and 

commercialisation of CCS technologies to which the program will contribute. 

                                                                                                                                                        
51.  Department of Resources, Energy and Tourism, Clean energy initiative, fact sheet, 

Department of Resources, Energy and Tourism, 2009, viewed 15 May 2009, 

http://www.ret.gov.au/Department/Documents/CEI%20Fact%20Sheet%20(13%20May%2009

).pdf  

52.  Explanatory Memorandum, NationïBuilding Funds Amendment Bill 2009, p. 2. 

53.  R Webb, NationïBuilding Funds Amendment Bill 2009, Bills digest, 2009ï10, Parliamentary 

Library, Canberra, 2009, (forthcoming). 

54.  The Government announced a special $650 million Sustainability Round of the Education 

Investment Fund dedicated to projects that support sustainable design, energy efficiency and 

build capacity for climate change research. The $400 million investment in infrastructure for 

the Clean Energy Initiative was awarded as part of this round, with an additional $250 million 

to fund vocational and higher education and research infrastructure related to climate change 

and sustainability activities. See J Gillard (Minister for Education), Budget 2009ï10: 

investing in tertiary education and research infrastructure, media release, 12 May 2009, 

viewed 18 May 2009,  

http://www.deewr.gov.au/Ministers/Gillard/Media/Releases/Pages/Article_090512_182419.as

px 

http://www.deewr.gov.au/HigherEducation/EIF/Pages/default.aspx
http://www.ret.gov.au/resources/gccsi/Pages/default.aspx
http://www.ret.gov.au/resources/gccsi/Pages/default.aspx
http://www.ret.gov.au/resources/gccsi/Pages/default.aspx
http://www.ret.gov.au/Department/Documents/CEI%20Fact%20Sheet%20(13%20May%2009).pdf
http://www.ret.gov.au/Department/Documents/CEI%20Fact%20Sheet%20(13%20May%2009).pdf
http://www.deewr.gov.au/Ministers/Gillard/Media/Releases/Pages/Article_090512_182419.aspx
http://www.deewr.gov.au/Ministers/Gillard/Media/Releases/Pages/Article_090512_182419.aspx
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Under the Solar Flagships program, $135 million has been transferred from the $435 million 

Renewable Energy Demonstration Program (REDP). The first round of applications for the 

REDP closed in April 2009, and the projects that will be assessed for the remaining 

$300 million of funding will now be limited to nonïsolar technologies, namely ocean, 

geothermal and biomass energy. The solar applicants to the REDP will be eligible for funding 

under the Solar Flagships program. The Australian Solar Institute will facilitate national and 

international cooperation and shared knowledge in the development and commercialisation of 

solar thermal, photovoltaic and energy storage technologies that will be pursued by the 

program.  

Renewables Australia will take over responsibility for management of funds for the REDP, 

the Geothermal Drilling Program, and the Second Generation Biofuels R&D Program. It will 

be established in 2009ï10 and its activities are expected to include: 

  supporting focused, collaborative, high-priority technology research with the ultimate 

aim of progressing new technologies and lowering the cost of existing technologies in 

the market place; 

  supporting and advising government, industry and the community in the promotion, 

development and implementation of renewable technologies and relevant research and 

development in essential renewable-related systems; and 

  supporting growth in skills and capacity in renewable technologies for the domestic 

and international markets.
55

 

The Clean Energy Initiative has had a mixed reception. It was welcomed by the Clean Energy 

Council, Engineers Australia and the World Wide Fund for Nature Australia.
56

 The Climate 

Institute called it óa smart and strategic investment in Australiaôs comparative advantages of 

bountiful sun and resource industry research, skills and technologiesô, but expressed 

disappointment that there were not additional incentives under the energy efficiency 

measures.
57

 The Australian New Zealand Solar Energy Society (ANZSES) has welcomed the 

Solar Flagships initiative. It said that the initiative may help to drive the costs of future 

medium scale solar installations down, noting that the size of the projects to be funded will 

represent a óleap in capacityô, being hundreds of times larger than existing systems in 

Australia.
58

 The Australian Coal Industry said the funding for CCS ówill go a long way to 

making Australia a world leader in developing the technology that will substantially reduce 

global greenhouse gas emissionsô.
59

 However, the Australian Greens, NSW Greens, 

                                                 
55.  Department of Resources, Energy and Tourism, Clean energy initiative. 

56.  Clean Energy Council, Budget cashes in on Australiaôs clean energy surplus, media release, 

13 May 2009; Engineers Australia, Budget clean energy initiative is a positive for climate 

change, media release, 12 May 2009; WWF, Clean energy commitment welcome but species 

losses likely to continue, media release, 12 May 2009. 

57.  The Climate Institute, Budget boost for clean energy solutions: vital and smart investment in 

Australian clean energy solutions, media release, 12 May 2009. 

58.  Australian New Zealand Solar Energy Society, Budget solar initiative welcomed, media 

release, 13 May 2009. 

59.  Australian Coal Association, Coal industry welcomes new funding for carbon capture and 

storage, media release, 12 May 2009. 

http://www.ret.gov.au/energy/energy%20programs/RenewableEnergyFund/renewable_energy_demonstration_program/Pages/RenewableEnergyDemonstrationProgram.aspx
http://www.ret.gov.au/energy/energy%20programs/energy_innovation_fund/australian_solar_insitute/Pages/AustralianSolarInstitute.aspx
http://www.ret.gov.au/energy/energy%20programs/RenewableEnergyFund/Geothermal_drilling_program/Pages/GeothermalDrillingProgram.aspx
http://www.ret.gov.au/resources/resources_programs/alternative_fuels_programs/second_generation_biofuels_research_and_development_program/Pages/SecondGenerationBiofuelsResearchandDevelopmentProgram.aspx
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Australian Conservation Foundation and Greenpeace have criticised the weighting of support 

given to the coal industry relative to development of renewable energy.
60

 

Other clean energy measures 

In addition to the new measures under the Clean Energy Initiative, the Solar Homes and 

Communities Plan will receive additional funding of $245 million in 2009ï10 but the 

program will then be terminated when the expanded Renewable Energy Target commences, 

which will introduce solar credits for small generation units.
61

 

The Budget also provides $14.9 million over three years for the Clean Energy Trade and 

Investment Strategy to promote export opportunities and inward investment in the clean 

energy sector, delivering the Governmentôs election commitment to establish a clean energy 

export strategy.
62

 The initiative in part addresses the September 2008 findings of the Review 

of Export Policies and Programs (the Mortimer Review), which recommended enhancement 

of Australiaôs export capacity and performance in knowledgeïintensive sectors where 

Australia has existing and emerging strengths, including the clean energy sector. The 

initiative is complementary to the $20 million Clean Energy Innovation Centre, which was 

launched in April 2009 and provides Australian small and mediumïsized clean energy 

companies with benchmarking services, prototyping and testing facilities and other assistance 

to help them become competitive exporters.  

Energy efficiency measures 

The Budget contains two new funding commitments to improve energy efficiency in energy 

delivery and use: 

                                                 
60.  B Brown (Australian Greens Leader), Green opportunity missed in budget 2009, media 

release, 12 May 2009; L Rhiannon (NSW Greens), Federal budget backs coal industry, kills 

off tens of thousands of jobs in Hunter, media release, 13 May 2009; Australian Conservation 

Foundation, Federal budget 2009: green stimulus welcome, media release, 12 May 2009; 

Greenpeace, Massive pollutersô welfare crushes hopes for ógreenô budget, media release, 

13 May 2009.  

61.  P Wong (Minister for Climate Change and Water), Government response to recommendations 

of the strategic review of Australian Government climate change programs, 12 May 2009, 

viewed 16 May 2009,  

http://www.environment.gov.au/minister/wong/2009/wilkinsresponse.html  

62.  Budget measures: budget paper no. 2: 2009ï10, p. 253; S Crean (Minister for Trade), $14.9 

million for clean energy trade and investment, media release, 12 May 2009, viewed 18 May 

2009, http://www.trademinister.gov.au/releases/2009/sc_090512_budget1.html; K Carr, 

S Crean and P Garrett, Laborôs commitment to make Australia the clean energy hub of the 

AsiaïPacific region, media release, 5 September 2007, viewed 18 May 2009,  

http://pandora.nla.gov.au/pan/22093/20071124-
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Å $100 million in 2009ï10 for the establishment of a new National Energy Efficiency 

Initiative  (NEEI), in partnership with the energy sector.
63

 The initiative aims to develop 

and utilise technology to improve the efficiency of the energy network and 

Å $64.6 million over four years in additional funding for the National Strategy on Energy 

Efficiency (NSEE), to improve the energy efficiency of residential and commercial 

buildings.
64

 

The initiatives are intended to build upon the Governmentôs $3.9 billion Energy Efficient 

Homes Package, which was funded as part of the $42 billion February stimulus package (the 

Nation Building and Jobs Plan). The Energy Efficient Homes Package provides rebates and 

subsidies for installation of ceiling insulation in homes and solar hot water systems to replace 

electric hot water systems.
65

 

The NEEI will support implementation of ósmart gridô technology in the energy distribution 

network, and ósmart metersô in homes, in a regional city of at least 25 000 people. Smart grids 

help to integrate distributed, intermittent and peak energy sources into the grid more 

efficiently, including solar and wind power, by monitoring electricity supply and demand. 

The technology requires efficient communication networks and the NEEI will examine links 

with the National Broadband Network to capitalise its capabilities including rollïout of smart 

grid networks across the country.
66

 Smart meters installed in households allow realïtime 

feedback and analysis of energy use within homes to help householders monitor and adjust 

their energy use. The provision of this information through smart metering has been shown to 

alter behaviour to reduce household energy use.
67

 

The NSEE includes a number of measures to improve energy efficiency of appliances, 

homes, and commercial buildings (listed in Table 1). The package of measures was 

developed in response to the recommendations of the Strategic Review of Australian 

Government Climate Change Programs (mentioned above).
68

 Many existing energy 

efficiency programs are to be terminated and replaced by the new measures (also listed in 
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Table 1). For example, the phaseïout of inefficient light bulbs has been terminated, replaced 

by the enhancement of energy efficiency labelling. The replacement measure in this case 

appears to be an incentive measure rather than a regulatory measure, and may therefore not 

be as effective in ensuring full replacement of inefficient light bulbs. 

One program that was identified in the Strategic Review of Australian Government Climate 

Change Programs as transitional to the CPRS (and should therefore continue during the 

transitional period) that has been substantially scaled back in this Budget is the Green loans 

program. The number of subsidised lowïinterest loans under the program has been reduced 

from 200 000 to 75 000 over five years, achieving a savings of $126 million. The 

Government states that increased availability of rebates provided through other previously 

announced initiatives, particularly the Energy Efficient Homes Package, will reduce demand 

for the Green loans.
69

 This reduction has been criticised by the Opposition as reneging on a 

major election promise.
70

 

Climate change research and education funding 

The Super Science Marine and Climate initiative will provide $387.7 million over five 

years for infrastructure to support research into the oceanïlandïclimate system to improve 

understanding and projections of climate change. It will include:
71

 

Å $120 million for a new stateïofïtheïart deep water research vessel, Australiaôs Marine 

National Facility, to replace the current ageing vessel RV Southern Surveyor 

Å $29.6 million for maintenance of the RV Southern Surveyor over the next three years while 

the new vessel is being built 

Å $52 million to extend the Integrated Marine Observing System (IMOS) network 

Å $55 million for additional infrastructure at the Australian Institute of Marine Science 

(AIMS) facilities in Townsville and Darwin 

Å $80 million for infrastructure to support research into terrestrial ecosystems, groundwater 

depletion, and water and energy use in built environments (specific allocations were not 

explicitly stated but this appears to include funding for the Terrestrial Ecosystem Research 

Network ï $35 million, facilities to enhance understanding of urban resource use and 

management ï $20 million, the Climate Geoscience Platform ï $15 million, and the 

Population Health Research Network ï $10 million) and  
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Å $50 million for new supercomputing infrastructure for modelling climate change, earth 

systems and water management. 

Many of these infrastructure investments come under the Governmentôs National 

Collaborative Research Infrastructure Strategy, which was established to provide researchers 

with major research facilities, infrastructure and networks to support worldïclass research in 

Australia. The above projects were identified as priorities in the Strategic Roadmap for 

Australian Research Infrastructure, published in August 2008.
72

 

Additional funding that will enhance climate change research and education has been 

provided under Round 2 of the Education Investment Fund (EIF) as listed in Table 1.
73

  

In the area of vocational education and training, the budget includes a $26.9 million 

investment over four years in Skills for the Carbon Challenge, which is to promote the 

development of training programs and resources that incorporate sustainability principles and 

green skills in various industries.
74

 The initiative is a response to an idea that emerged at the 

2020 Summit that by 2020 Australia should be the worldôs leading green and sustainable 

economy, and that equipping workers and businesses with sustainability skills will be 

essential to pursue this goal. 

Environment 

Louise Emmett and Bill McCormick 
Science, Technology, Environment and Resources Section 

Caring for our Country 

National Heritage 

National Parks 

Commonwealth Environment Research Facilities Program 

Caring for our Country 

The Department of the Environment, Water, Heritage and the Arts (DEWHA) Portfolio 

Budget Statements 2009ï10 includes a budget measure indicating that there has been a 
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reallocation of $32.4 million over each of the next four years. This was not included in 

Budget Paper No. 2 because this is a reclassification of administered funding under Caring 

for our Country to the departmental expenses of DEWHA ($25.3 million) and the Department 

of Agriculture, Fisheries and Forestry ($7.1 million), amounting to a total of $129.6 million 

over four years. Such a transfer of a significant amount of funding is relatively rare and there 

have to be very good reasons for making the transfer. 

(2) Amounts relating to these measures reflect a reclassification of administered funding 

under Caring for our Country to DEWHA departmental expenses. Funding will continue to 

be spent on core departmental activities and administration of the Environment Protection 

and Biodiversity Conservation Act 1999, as it was when it was previously part of Caring for 

our Country. Under this reclassification, $7.1 million per annum will also be appropriated to 

the Department of Agriculture, Fisheries and Forestry. These measures do not appear in 

Budget Paper No. 2.
75

 

Under the reclassification, $12.9 million per annum is allocated to DEWHA core funding and 

$12.4 million per annum allocated to activities under the Environment Protection and 

Biodiversity Conservation Act (1999). These activities have previously been delivered 

through these two departmental areas within DEWHA but were paid for from the Natural 

Heritage Trust funds until the end of 2007ï08 and Caring for our Country funds through 

2008ï09. 

National Heritage 

Starting in 2010ï11, the provision of $5 million per year for three years for the protection and 

conservation of historic built properties on the National and Commonwealth Heritage Lists 

will fill the gap left by the cessation of a similar program, the National Heritage Investment 

Initiative (NHII) this financial year. The NHII was a $10.5 million competitive grants 

program that ran from 2005ï06 through 2008ï09. However due to limited funding there were 

no funding rounds in 2008ï09.
76

 

The gap in funding between the last round of the NHII in 2007ï08 and the start of National 

and Commonwealth historic built heritage program in 2010ï11 will be partly filled in 2009ï

10 by $6 million from the Governmentôs Jobs Fund for the conservation of Nationalïlisted 

and Commonwealthïlisted historic built heritage sites.
77
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National Parks 

Management of Commonwealth terrestrial reserves will be provided with an additional 

$26.0 million over four years (including capital funding of $5.5 million over two years). 

These reserves include Booderee National Park, Christmas Island National Park, Kakadu 

National Park, Norfolk Island National Park, Pulu (Keeling) National Park and UluruïKata 

Tjuta National Park. Funding will be used for purposes such as to remove or treat asbestos in 

a number of park buildings, manage historic sites in Kakadu National Park, and to upgrade 

assets in Commonwealth parks and reserves.
78

 The measure aims to create job opportunities, 

enhance the quality of Commonwealth parks and help build sustainable longïterm growth in 

remote Australia for natureïbased tourism markets.
79

 

There will also be a continuation of the supplementary funding of $7.6 million over four 

years to the Director of National Parks specifically for Kakadu National Park. This 

supplementation was initiated to compensate park management for the loss of revenue from 

the abolition of park entry fees in December 2004.
80

 In October 2008 Environment Minister 

Peter Garrett accepted the recommendation of the Director of National Parks to reinstate park 

use fees in Kakadu National Park from 1 April  2010, with a full exemption for Northern 

Territorians. The fees are expected to generate $4.5 million in net revenue from the 

85 per cent of visitors who travel from interstate or overseas. Traditional owners of Kakadu 

National Park will receive 38.8 per cent of the fee revenue.
81

 The supplementary funding will 

cover the cost of the ongoing fee exemption for Northern Territorians and will be targeted to 

protect biodiversity, control weeds and feral animals and manage visitor facilities.
82

  

Over the next five years $69 million is being made available under the Working for Country 

program to create 210 new environmental jobs for Indigenous rangers in remote and regional 

Australia.
83

 The initiative will provide funding for 100 Indigenous rangers, as well as 60 
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flexible partïtime or seasonal positions, and 50 trainee positions.
84

 While some funding 

details for this commitment are given ($16.8 million over four years) in the Department of 

Environment, Water, Heritage and the Arts Portfolio Budget Statements 2009ï10,
85

 the 

remainder is included with a much larger funding total under the Closing the Gap program in 

the Department of Families, Housing, Community Services and Indigenous Affairs.
86

  

Commonwealth Environment Research Facilities Program 

Savings of $10 million over three years are to be redirected from the Commonwealth 

Environment Research Facilities (CERF) Program to offset measures in the DEWHA 

portfolio.
87

 CERF was a five year $100 million program established in 2005ï06 of which 

$40 million was provided for a Marine and Tropical Sciences Research Facility and the 

remaining $60 million used to fund additional environmental research, to be allocated 

nationally on a competitive tender basis in rounds in July 2006 and July 2008.
88

  

To date, $56.5 million of the $60 million of the Nationïwide research component has been 

allocated.
89

 However it is not clear how much of the $40 million funding for the Marine and 

Tropical Sciences Research Facility has been allocated.  

The savings from the CERF program will be over the three year period from 2011ï12 

through 2012ï13. Although it was originally a five year program, DEWHA has advised that 

the Howard Government decided to change the program to ongoing funding. It is not clear 

what the level of remaining ongoing funding for the program will be over the next four years.  

Water 

Bill McCormick and Louise Emmett 
Science, Technology, Environment and Resources Section 

Five of the six 2009ï10 budget measures related to water were the result of agreements 

negotiated to facilitate the passage of the Nation Building and Jobs Plan in February 2009ð

with the Greens the bioremediation and revegetation trials, and with Senator Xenophon the 

accelerated water buyïbacks for the MurrayïDarling Basin, national stormwater funding, 
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local plans for a future with less water and the small block irrigators exit grant package 

expansion.  

Driving reform in the MurrayðDarling Basin 

The funds from the Driving Reform in the MurrayïDarling Basin component of the Water for 

the Future package have been reallocated. This budget measure transfers $185.3 million over 

eight years from the $12.9 billion Water for the Future package in the Department of the 

Environment, Water, Heritage and the Arts (DEWHA) to the MurrayïDarling Basin 

Authority, along with $7.5 million to the National Water Commission and $3.4 million to the 

Australian Competition and Consumer Commission, both over two years.
90

  

This measure will enable these agencies to undertake new responsibilities arising from 

amendments to the Water Act 2007 and the signing of the Intergovernmental Agreement on 

MurrayïDarling Basin Reform on 3 July 2008.
91

 

The reallocation will involve a net decrease in funding to the Water for the Future package 

over 2009ï10 and 2010ï11, providing savings of $16.4 million.  

Bioremediation and revegetation trials 

The Greens negotiations resulted in $10 million in funding in 2008ï09 through 2010ï11 for 

bioremediation and revegetation trials around Lake Alexandrina and Lake Albert. This is 

intended to result in ecosystem stability and resilience; as well as stabilise sand, soil and dust 

movement.
92

  

Accelerated water buyðbacks for the MurrayðDarling Basin 

The negotiations with Senator Xenophon resulted in the acceleration of the Governmentôs 

program of buying back of water entitlements for return as environment flows within the 

MurrayïDarling Basin. A total of $500 million that was to be spent in 2013ï14 through 

2015ï16 will be brought forward four years to 2009ï10 through 2011ï12, including 

$250 million in 2009ï10.
93

 Shadow Parliamentary Secretary for Water Resources Mark 

Coulton was critical of this proposal. 

It is staggering that while Senator Wong continues to sit on almost $6 billion that was 

allocated for water infrastructure by the Coalition Government she has chosen to forge 

ahead with the misguided approach of buying up water entitlements.  
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The Government has allocated an additional $250 million to buy back water entitlements 

over the next three years, but it has failed to mention the targets it has in terms of how much 

water they expect to purchase.  

There is also a complete omission of exactly where the Government will purchase this 

water.
94

 

National stormwater funding 

Stormwater harvesting was to be funded under the $1 billion National Urban Water and 

Desalination Plan outlined in the 2008ï09 Budget.
95

 However, after negotiations with 

Senator Xenophon the Government agreed to fund stormwater harvesting as a new 

component under the Plan with at least $200 million of the $1 billion to fund projects over 

the next four years that use urban stormwater to reduce demand on potable water supplies.
96

 

The guidelines under the Plan were expanded to make it easier for smaller project proponents 

to apply.
97

 Government funding can be up to 50 per cent of project costs, to a maximum of 

$20 million. In order to increase opportunities for smaller towns and cities to participate, the 

minimum cost of an eligible project has been reduced from $30 million to $4 million.
98

 

Local plans for a future with less water 

Under a new initiative agreed with Senator Xenophon, local municipalities in the Murrayï

Darling Basin can apply for grants for use in planning for future water constraints and to 

invest in associated local water savings initiatives. There is no additional cost for this threeï

year $200 million measure, which will be funded from within the existing resources of the 

$5.8 billion Sustainable Rural Water Use and Infrastructure program.
99

 No information is 

available about the guidelines or other parameters of these grants on the DEWHA website. 

Small block irrigatorsñexit grant packageñexpansion 

Eligibility for exit grants of up to $150 000 available under the $57.1 million MurrayïDarling 

Basin Small Block Irrigators Exit Grant Package was originally limited to farms less than 

15 hectares (ha) and was to end on 30 June 2009. From 13 February 2009, this eligibility 
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criterion was amended to allow farms of up to 40 ha to apply.
100

 These exit grants are to 

allow small block irrigators with permanent water entitlements of at least 10 megalitres who 

wish to cease irrigation farming to sell their water entitlements to the Australian 

Government.
101

 Senator Xenophon negotiated the increase in eligible block size as well as an 

increase in the taxable grants available for the removal of irrigation plantings and 

infrastructure from óup to $10 000ô to óup to $20 000ô. As a result of these changes funding of 

the scheme has increased by $45.4 million and the funding extends through 2009ï10. Budget 

Paper No. 2 indicates that the total program funding is $107 million.
102

 Within this total, 

funding of $4.0 million was provided after the 2008ï09 Budget to Centrelink to deliver the 

program as well as $0.5 million to the Department of Agriculture, Fisheries and Forestry.
103

 

As with the Local plans budget measure above, this additional funding will also be met from 

the $5.8 billion Sustainable Rural Water Use program.
104

  

The Federal Member for Mallee, John Forrest, and the State Member for Mildura, Peter 

Crisp, had concerns that the complexities of the package could see growers, who wanted to 

leave horticulture, being unable to qualify:  

Mr Forrest said selling water out of an irrigation district attracted significant fees which 

could devalue the package substantially, and there was no coïordination between selling the 

water and receiving the $150,000 grant.  

ñAn applicant might sell the water, remove the farm infrastructure and then be advised they 

donôt qualify for the grant,ò Mr Forrest said. In addition, all permanent plantings must be 

removed before the grant can be paid.ò 

éDuring the five years after grant payment, applicants named in the grant are disqualified 

from inheriting any tradeable water entitlement. In addition, the loss of tradeable water in 

the system would impact on remaining farmers who needed to buy temporary water to get a 

crop in times of low allocation.
105
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Adelaide desalination plant expansion 

The Governmentôs commitment for $228 million from the National Urban Water and 

Desalination Plan to fund a potential expansion of the Adelaide Desalination Plant at Port 

Stanvac from 50 gigalitres (GL) to 100 GL per year is not a new budget measure.
106 

The 

promised funding is in addition to the $100 million already committed for the 50 GL plant. 

South Australian Premier, Mike Rann has welcomed the additional commitment stating that 

South Australia will match the Federal Governmentôs allocation to double the capacity to 

100 GL per year and commented that this will mean an end to water restrictions.
107

 Senator 

Sarah HansonïYoung was critical of this: 

The news of the extra $228 million in Budget funds for Adelaideôs desalination plant was 

promptly received by the South Australian Premier as a sign that Adelaideôs water supply 

would be guaranteed ófor decades to comeô, as he irresponsibly stated, signalling óthe end of 

household water restrictionsô. 

Even the subsequent qualification that Premier Rann meant ópunitiveô water restrictions 

does not unmuddle the mixed messages coming out of the State and Federal Governments 

about the need for all to be waterïwise for a sustainable future. 

The Federal Government must make it clear to the South Australian Government that its 

Budget funds were not provided so that Adelaide could splash around its new, expensive, 

energyïintensive, effluentïproducing water supply, especially given the growing challenges 

presented by climate change.
108
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Defence 

Laura Rayner and Steve Dyer 
Foreign Affairs, Defence and Security Section 

Taxpayers and their elected representatives should have a clear idea of where their defence 

dollars are going and how the Government plans to manage strategic risks in the years 

ahead.
109

  

Introduction 

Total Defence funding in the 2009ï10 Budget will be somewhat over $26.641 billion 

compared to $22.690 billion allocated in the 2008ï09 Budget, and the estimated actual for 

2008ï09 of $23.169 billion. Total Defence funding over the forward estimates shows a 

relative decline from $27.028 billion in 2010ï11 to $27.001 billion in 2011ï12 then to 

$26.337 billion in 2012ï13. Against a promise of three per cent real growth until 2017ï18, 

and 2.5 per cent indexation, this apparent decline requires some further analysis. As will be 

outlined, there are other factors at play, including the requirement for Defence to find 

substantial savings over the forward estimates, and delaying the application of the calculated 

indexation over the same period. 

The information on the future funding of the defence function in the recently released 

Defence White Paper, Defending Australia in the Asia Pacific Century: Force 2030, was 

criticised for its brevity.
110

 The Governmentôs financial plan for defence rated only a page 

and a half but the Minister for Defence promised the ófine detailô would be in the Budget.
111

 

As in most years, the devil is in the detail in the Defence budget, but the fine detail of how 

Defence is to achieve up to $20 billion gross savings over the next decade was absent, with 

one commentator who examined how Defence would achieve its savings target describing the 

budget papers as notable for their ópaucity of useful informationô.
112

 The Minister is reported 

to have ópledged further details in the coming monthsô, with óplenty of transparencyô.
113

 The 
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details may be presented in the eight companion reviews commissioned with the White 

Paper, or in the independent audit of the defence budget conducted for the Defence Minister 

by George Pappas, a former senior vice president of Boston Consulting Group. However 

none of these documents have yet been publicly released.  

The 2009 Defence White Paper set the Defence future funding parameters (independent of 

internal savings and funding for major overseas operations) as: 

Å 3 per cent real growth in the Defence budget to 2017ï18  

Å 2.2 per cent real growth in the Defence budget from 2018ï19 to 2030 and 

Å 2.5 per cent fixed indexation to the Defence budget from 2009ï10 to 2030. 

Real growth 

Confirming what was in the recently released Defence White Paper, the Budget has promised 

that Defence is to get three per cent óreal growthô until 2017ï18, after which óreal growthô 

will be pegged to 2.2 per cent until 2029ï30. It must be noted, however, that the authors of 

the White Paper did not promise three per cent real growth óper annumô. Nor did the Defence 

Portfolio Budget Statement commit the Government to three per cent each yearïthe term 

used is óaverage real growthô. Combined with the other two elements of the new funding 

arrangement described below, this means that the Defence budget will not see a steady annual 

rise, but actually will rise only marginally over the forward estimates, with more money 

being promised from 2015ï16 onwards. Thus both the White Paper and the Budget 

presuppose that whichever government follows the Rudd Government will continue with the 

same funding arrangements, and that this will be financially possible. As one commentator 

has noted, ó[t]hat requires faith beyond scepticismô.
114

 

Indexation 

The second element of the new funding model for Defence, announced in the White Paper 

and implemented in the Budget is the move to a new method of calculating price indexation 

supplementation. The Government will no longer use the Non-Farm GDP Implicit Price 

Deflator which has been the method of Defence indexation since 2000 used to compensate 

Defence for price increases. The 2009 White Paper abandoned this because the global 

economic crisis had subjected that index to ósubstantial fluctuationsô.
115

 Instead, for the next 

twenty years Defence will be tied to a fixed indexation of 2.5 per cent.  

The explanations for fixing on 2.5 per cent are somewhat confusing. The White Paper, 

Budget Papers No.1 and No. 2, and the Ministerôs press release all refer to 2.5 per cent as the 
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target for consumer price inflation agreed to the Australian Government and the Reserve 

Bank of Australia.
116

 The Defence Portfolio Budget Statement, however, says that óthe 2.5 

per cent fixed price indexation is consistent with the long-term Non-Farm GDP Implicit Price 

Deflatorô.
117

  

Given that the average increase in both the consumer price index and the Non-Farm GDP 

Implicit Price Deflator over the last twenty years has been 3.2 per cent, 2.5 per cent fixed 

indexation for the next twenty years might not cover Defenceôs price increases. This could 

have the effect of eroding the óreal growthô that has been promised in the White Paper and the 

Budget for this period.  

To complicate matters further, the Budget changed the timeframe of the White Paperôs 

application of indexation. The Budget provides that the 2.5 per cent is óto be calculated from 

2009ï10 but applied from 2013ï14ô.
118

 In other words the money will not be available for 

use until 2013ï14. 

In addition there will be an óextension of the efficiency dividend of one per cent of the 

administrative activities for the life of the White Paperô.
119

 The effect of the one per cent 

efficiency dividend is not clear because of the undefined nature of the óadministrative 

activitiesô to which it applies. 

Another consequence of the change in indexation method would appear to be the demise of 

the defence operations reserve which was established only in last yearôs Budgetðto be set up 

with the ówindfallô Defence received from increased non-farm prices. The impact of the 

global financial crisis on this ówindfallô meant that this source of funding for the reserve was 

short-lived and Defence will go back to being supplemented for the cost of these 

operationsð$1.7 billion in 2000ï10 and $2.1 billion over the four years. 

Savings 

The third element of the new Defence funding package is the ambitious savings program 

referred to above, with an agreement that Defence will be able to reinvest all the savings from 

the White Paperôs Strategic Reform Program (SRP), óa program of reform, efficiencies and 

savings that will generate around $20 billion worth of savings over 10 yearsô.
120

 The Portfolio 
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Budget Statement refers to a ó$45 billion savings program across the decadeô.
121 

This is a 

misnomerðwhat does exist is a funding program to that value, of which a savings program is 

a significant part. 

The defence savings initiatives over the forward estimates period (2009ï10 to 2012ï13) 

comprise:
122

 

Å the SRP  

Å further savings initiatives and 

Å reprogrammed funds.  

The source and value of the ófurther savings initiativesô are not identified, and appear to have 

been included in the savings of $4.404 billion recorded under óreprogrammingô. 

Reprogramming, defined as óreprogramming of funds to future yearsô produces only notional 

ósavingsô to the ongoing Defence budgetðthe spending has been postponed, not cancelled.
123

 

Under the SRP heading the Budget states that the SRP will ófundamentally overhaul the 

entire organisation, driving efficiency and creating over $3 billion of savings across the 

Budget and Forward Estimatesô.
124

 

The Minister has broadly outlined the reforms which the Government expects will generate 

savings: 

Å reforming óthe design of the military support backboneô (efficiencies supply chain and 

inventory management and military equipment maintenance): savings amount to 

approximately $1.5 billion across the forward estimates and $5.5 billion across the decade 

Å creating ómore efficient enterprise support functionsô (centralised support to the ADF, 

reducing contractor numbers): savings amount to approximately $0.5 billion across the 

forward estimates and $3.5 billion across the decade 

Å rebalancing the Defence workforce (converting contractor positions to Australian Public 

Service positions; focussing military personnel on military tasks): savings amount to 

approximately $0.5 billion across the forward estimates and $2 billion across the decade 

Å reducing óinput costs to doing businessô (including non-equipment procurement such as 

making greater use of videoconferencing rather than single-day travel): savings amount to 

approximately $1 billion across the forward estimates and $4.5 billion across the decade 
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Å other initiatives including the implementation of Mortimer Review: savings amount to 

approximately $1.5 billion across the forward estimates and $5 billion across the decade 

Å total savings across the forward estimates amount to $5 billion 

Å total savings across the decade amount to $20.5 billion.
125

 

The savings totals appear to have been derived from óTable 3: White Paper Savings and 

Initiativesô in the Defence Portfolio Budget Statements (shown below). This shows gross 

forward estimates savings of $4.966 billion (less $1.436 billion cost of savings equals $3.503 

billion net savings); and gross savings across the decade of $20.682 billion (less $2.444 

billion cost of savings equals $18.237 billion net savings).
126 

 

Table 3: White Paper savings and initiatives 

 

(Source: Australian Government, Portfolio budget statements 2009ï10: budget related paper no. 1.4A 

& 1.4C: Defence Portfolio, Commonwealth of Australia, Canberra, 2009, p. 16.) 

Under óInitiatives in óTable 3: White Paper Savings and Initiativesô, which appears to identify 

the purposes to which the overall $45 billion funding program will be put, a sum of $2 billion 

appears as óReprofiled Savingsô.
 127

 The implication is that $2 billion of the net $3.503 billion 

saved over the forward estimates through the SRP will not immediately be available to 
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Defence. This is confirmed under the heading óSavings and Initiativesô, where the Budget 

states that $2 billion of the savings over the forward estimate years will be returned to 

Defence after 2015ï16 óin line with revised funding requirementsô.
 128

 

These projected savings across the Budget and the forward estimates seem to indicate that the 

bulk of the $20 billion planned savings will occur after 2012ï13, with any savings achieved 

only being available for reinvestment in Defence in the years beyond the forward estimates. 

Data provided for the SRP identifies net savings of $3.503 billion over the four years of the 

Forward Estimates, an average of $875.8 million per annum, to be reinvested in Defence. The 

savings estimate over the ten years to 2018ï19  is $18.237 billion. How the savings for the 

final six years, which average out at $2.455 billion per annum, are to be achieved and 

calculated is unclear given that many programs would already have had savings extracted in 

the first four years.  

New project proposals 

Defence has agreed that, in relation to new projects: 

Government approval of major Defence projects should occur through a tailored application 

of the two-pass process. For simple acquisitions where project definition is complete, 

Government may decide that Defence Capability Plan entry satisfies first pass requirements. 

If the complexity or cost of a project is high or project definition is uncertain, a minimum of 

two passes should be employed.
129

 

In the corrected Portfolio Budget Statement 14 óSignificant Defence Capability Plan projectsô 

for second pass approval in 2009 are listed.
130

 Nine of these were not in the most recent 

public version of the Defence Capability Plan (2006ï2016). Four of the nine were not 

referred to directly in the 2009 Defence White Paper: 

Å AIR 5440 Phase 1, C-130J Block Upgrade Program 7.0 was partially approved by the 

Government in 2007ï08, with the Defence annual report for that year indicating that the 

remainder of the project would be óapproved laterô 

Å AIR 9000 SCAP1, Seahawk Capability Assurance Program 1. AIR 9000 is a broad 

program to provide the ADF with an appropriate mix of helicopters. SCAP was identified 

in the Defence annual report in 2007ï08 as a measure to óensure the current level of 
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Seahawk antisubmarine warfare capability [is maintained] until introduction of the Future 

Naval Aviation Combat System through Project AIR 9000 Phase 8 midïnext decadeô
131

  

Å JP 154 Phase 1, Joint Counter Improvised Explosive Device. Defence has previously been 

reported as collaborating with others on such technologies
132

 

Å JP 2008 Phase 3H, Military Satellite Capability Ground Stations will relay 

communications from satellites to ADF assets operating in a network enabled 

environment.  

In addition, two projects were listed in the original Portfolio Budget Statement,
 
but were 

removed in the corrections issued subsequently. 
133

 Both were absent from the most recent 

public version of the Defence Capability Plan (2006ï16): 

Å JP 3027 Phase 1, Joint Direct Attack Munition Enhancement and  

Å LAND 121 Phase 5A , OverlanderðField Vehicles & Trailers.  

The corrected Portfolio Budget Statement also includes 15 projects to be considered for first 

pass approval in 2009ï10.
134

 Of these, 14 were foreshadowed in the most recent public 

version of the Defence Capability Plan (2006ï2016). The additional project is phase 4 of JP 

2044 Digital Topographical Systems Upgrade, (Defence GEOINT Capability).  

In addition, four projects for first pass approvalwere listed in the original Portfolio Budget 

Statement, but not in the corrected one.
135

 Three of these were already in the 2006ï2016 

Defence Capability Plan: AIR 5431 Phase 1: Future Air Traffic Control Surveillance 

Systems; SEA 1778 Phase 1: Deployable MCMðOrganic Mine Counter Measures; and AIR 

8000 Phase 2: Battlefield Airlift : Caribou replacement. The Caribou were removed from 

service recently. 

The remaining program, JP 2110 Phase 1B, Chemical, Biological, Radiological, Nuclear 

Defence is a new phase of a project listed for first pass approval in the 2008ï09 Defence 

Portfolio Budget Statement. 
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Capability  

B737 Wedgetail airborne early warning & control aircraft  

In Table 27: Air Force Deliverables there is the prediction that five of the six Wedgetail 

aircraft will be in service in 2009ï10 with the last aircraft delivered in 2010ï11, ósubject to 

delivery scheduleô.
136

 This is a prudent caveat because, to date, the program is running three 

years late. Press reports also suggest that it is possible that bringing the aircraft into service 

may not initially generate any operational capability. These press reports indicated that the 

first aircraft, now due in November 2009, would have ólimited capability suitable for training, 

not operationsô.
137

  

On 16 April 2009, Warren King of the Defence Materiel Organisation (DMO) gave evidence 

to the Joint Standing Committee on Foreign Affairs, Defence and Trade on the progress of 

the project, saying ó[t]here is no doubt about the fact that the program remains challengedô.
138

 

DMO has contracted the services of Massachusetts Institute of Technology Lincoln 

Laboratory to look at the likely performance and soundness of the radar. At the time of Mr 

Kingôs evidence, DMO was awaiting the Lincoln Laboratory report and Mr King stated that 

ó[i]f it has no future there is no point in going forward with itô. More recent reports indicate 

that the Lincoln Laboratory assessment did not find any fundamental problems with the 

phased array radar that would place the project in jeopardy.
139

 Additionally, Wedgetail is 

reported to have performed well in flight tests over the Northern Territory in early May 

2009.
140

 

Submarines  

Fleet availability 

The Navy routinely puts three submarines to sea,
141

 against an operational requirement 

ógenerally set at twoô.
142
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Against an average of 923 unit ready days for the submarine fleet over the previous five 

years, the budget predicts an increase from 762 in 2008ï09 to 916 in 2009ï10. During this 

time two submarines will be in full cycle docking all year and one other will complete full 

cycle docking in late 2009. One will be alongside in a training role from late 2009. Both of 

the remaining two have short maintenance periods scheduled in 2009ï10.  

In 2009ï10 the Navy also aims to continue to increase the size of submarine crews from 46 to 

a total of 58. This will give it three enlarged crews by the end of 2010ï11, and a fourth by the 

end of 2011ï12.
143

 

Over the same period the submarine fleetôs unit ready days will decline from 916 in 2009ï10 

to 820 in 2010ï11 and further to 733 in 2011ï12. An increase to 781 days is forecast for 

2012ï13. 

Delivering the defence White Paperôs ófuture submarinesô 

Defence expects an óincrease in the number of submarines from 2030ô.
144

 Currently the 

submarine fleet comprises six Collins Class, so the fleet will be seven from 2030. There is no 

indication of the composition of this forceðseven of the White paperôs óFuture Submarinesô 

or six Collins Class plus one óFuture Submarineô. 
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GST transitionary assistance to expire 

Richard Webb 
Economics Section 

Under existing arrangements for the payment of GST revenue to the states, it is possible that 

some states will be worse off than if the pre-GST arrangements had continued to apply.  

When the Howard Government introduced the GST, it pledged that no state would be worse 

off under the new arrangements compared with the former arrangements. The pledge was that 

if a stateôs GST entitlement was less than the amount it would have received under the former 

arrangementsðthe guaranteed minimum amountðthe Federal government would top up that 

stateôs GST entitlement with budget balancing assistance. This pledge was initially due to 

expire on 30 June 2006. The Howard Government subsequently extended this transitional 

period to 30 June 2009.  

The strong growth in GST revenue meant that for the period 2004ï05 to 2007ï08, the Federal 

government did not have to pay any budget balancing assistance. However, Budget Paper 

No. 3 indicates that the Federal government will have to pay budget balancing assistance of 

$261 million in 2008ï09.
145

 But with the pledge to provide budget balancing assistance due 

to expire on 30 June 2009 and the future level of GST payments uncertain, some states might 

receive less GST than their guaranteed minimum amounts in 2009ï10 and beyond. Some 

states could therefore be worse off than if the pre-GST arrangements had continued to apply.    
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Department of Foreign Affairs and Trade (DFAT) 

Nina Markovic 
Foreign Affairs, Defence and Security Section 

In contrast to the last financial year, the Department of Foreign Affairs and Trade (DFAT) 

has received an increase in funding for 2009ï10. Total net resourcing available to the DFAT 

portfolio in the 2009ï10 Budget is $1.99 billion.
146

 This represents an increase of $409.2 

million or 25.8 per cent from the actual available net resourcing for DFAT in 2008ï09.  

The departmental estimate for 2009ï10 shows an increase of $299.1 million or 33.5 per 

centðcompared with the actual available appropriation for 2008ï09.  However, this estimate 

includes $215.44 million that was appropriated in 2008ï09 and carried forward, as well as an 

increase of $88.8 million.  

One of the new measures in the 2009ï10 Budget comprises additional resourcing of  

$9.7 million over two years (including $1.1 million in capital funding in 2009ï10) towards 

the Departmentôs anti-smuggling activities. This measure includes the establishment of new 

diplomatic positions in Australiaôs embassies in Indonesia, Malaysia, Pakistan, and Sri 

Lanka.
147

 In addition the 2009ï10 Budget allocated $106.5 million over four years for 

strengthening the Departmentôs contribution to national security which includes funding for 

additional staff and resources at a number of overseas posts and in Canberra.
148

  

The Government has allocated $11.2 million over two years in advance preparation for 

Australiaôs bid for a non-permanent two-year seat on the UN Security Council in 2013ï14.
149

 

The Budget also provides $106 million for the strengthening of Australiaôs diplomatic 

relations with Afghanistan, Pakistan, India, Africa and Latin America. The Shadow Minister 

for Foreign Affairs, Julie Bishop, has focused on the African and Latin American component 

of this measure suggesting that it is connected to Australiaôs bid for a UN Security Council 
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seat.
150

 She has criticised the Budget on the grounds that it focuses too much on winning the 

UN Security Council seat, instead of keeping its focus predominantly on the Asia Pacific 

region. 

Changes in departmental outcomes and staffing numbers 

Following a review announced in the 2008ï09 Budget, DFATôs departmental outcomes have 

been streamlined from four into three in the 2009ï10 Budget.
151

  

A revised outcome one for the Department comprises óthe advancement of Australiaôs 

international strategic, security and economic interestsô through a range of bilateral, 

multilateral and regional engagement measures.
152

 Public information services and public 

diplomacy have been combined to form program 1.3 under outcome one, and funded with 

$60.21 million in 2009ï10.
153

 This amount includes funding for the Australia Network as 

well as the International Relations Grants Program, but excludes funding for the Shanghai 

World Expo 2010, which is funded through other accounts.
154

  

The Budget predicts that in 2009ï10, the staffing levels for outcome one will be increased by 

62.
155 

The estimated expenses regarding payments to international organisations will increase 

by about 13 per cent, from an estimated $292.6 million in 2008ï09 to an estimated 

$330.7 million in 2009ï10.
156

 The revised outcome one in the 2009ï10 Budget also provides 

a definition of Australiaôs national interests, which includes promoting óinternational 

strategic, security and economic interestsô as the central objective of Australian diplomacy. 

Outcome two comprises óthe protection and welfare of Australians abroad and access to 

secure international travel documentationô through the Departmentôs travel advice and 

consular and passport services.
157

 Under outcome two, the Government has separated 

consular and passport services into two programs. In departmental expenses the Budget 

allocated $81.01 million to the consular services program in 2009ï10, and $187.65 million to 

the passport services programðan increase of $5.1 million for the latter.
158

 The staffing 

levels for this outcome have essentially remained constant, with one less staff member 

envisaged in 2009ï10.  
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Outcome threeðformerly outcome fourðwas revised to include, apart from the óefficient 

management of the Commonwealth overseas owned estateô, an element of national security. 

It also includes óa secure Australian Government presence overseasô through a range of 

measures.
159

 The Budget for 2009ï10 provided additional capital funding of $87.5 million 

over five years and $269.5 million over six years for enhanced security arrangements at the 

Australian embassies in Bangkok and Jakarta, respectively.
160

 The Government also allocated 

$3 million in departmental expenses for 2009ï10 towards a feasibility study and planning 

work for a more secure Australian embassy in Kabul. The staffing levels have, 

correspondingly, increased by 41 for this outcome. 

DFATôs total staffing levels will increase by 102, from an estimated 3461 to an estimated 

3563 in 2009ï10.
161

 It is likely that DFAT will open new positions in Canberra and overseas 

during 2009ï10. 

Middle East 

With Australiaôs planned withdrawal of combat troops from Iraq in July 2009, the 

Governmentôs focus is now on Afghanistan with $4.1 million being allocated towards 

increased non-military assistance for Afghanistan.
162

 This is in line with recent analysis that 

supports the need for more funding for diplomatic initiatives and public diplomacy in the 

Middle East due to this regionôs relevance to Australiaôs long-term security interests and to 

counter people smugglers. This case was recently put in a detailed study commissioned by 

the Lowy Institute for International Policyðthe Blue Ribbon Panel Report.
163

 

Other funding initiatives 

In line with the Governmentôs priorities, the 2009ï10 Budget also announced the following 

funding initiatives for DFAT: 

Å $28.1 million from 2010ï11 for counter-terrorism activities, predominantly in Southeast 

Asia
164

 

Å $54.21 million over four years, including $18.7 million in capital funding, to enhance 

security at Australian diplomatic and consular overseas missionsðin particular, in 

Thailand and Indonesia
165
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Å $9.2 million over two years for the International Commission on Nuclear Non-

Proliferation and Disarmamentðwhich is expected to complete its work in 2010, when the 

universal Non-Proliferation Treaty Review Conference will take place,
166

 and   

Å $9.7 million over two years, including $1.1 million in capital funding, towards the 

implementation of the whole-of-government approach to people smuggling. This measure 

includes funding for a full-time Ambassador for People Smuggling Issues, continued 

funding for the Bali Process, and funding for the establishment of new positions in Jakarta, 

Colombo, Islamabad and Kuala Lumpur to increase engagement with those countries 

which serve as a transit point for people smugglers.
167

  

For more specific measures on people smuggling see the óImmigrationô section of this Budget 

Review. 

Official Development Assistance (ODA) 

Dr Ravi Tomar 
Foreign Affairs, Defence and Security Section 

According to the Budget Statement Australiaôs Official Development Assistance (ODA) 

budget for 2009ï10 is $3818.8 million, $29.2 million more than the 2008ï09 expected 

outcome of $3789.6 million.
168

 This represents a 2 per cent increase over the expected 

outcome for 2008ï09. The ODA/Gross National Income (GNI) ratio will increase from 0.33 

per cent in 2008ï09 to 0.34 percent in 2009ï10. 

The statement recognises the global effects of recession: 

The past year has seen a dramatic change in the prospects of developing countries due to the 

effects of the global recession. Declines in foreign direct investment, export revenue, 

remittances, tourism and other adverse impacts of the recession will reduce economic 

growth and, in turn, may unravel progress towards the Millennium Development Goals 

(MDGs)é 
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The impacts on growth will vary across the developing world but overall will have an 

enormous human cost. Poverty reduction gains will be substantially lower as a result of the 

recession.
169

 

There is also an acknowledgement of its effect on the Australian economy: 

Economic circumstances require some small adjustment to previous plans for scaling up 

ODA in the near term. Despite this, the Government expects to increase Australiaôs ODA 

levels to equivalent to 0.35 per cent of GNI in 2010-11, 0.37 per cent of GNI in 2011-12, 

and 0.40 per cent of GNI in 2012-13. Increased Australian aid will be directed first to 

achieve faster progress towards the internationally agreed MDGs.
170

 

This contrasts with the projected increases forecast in the Budget Paper No. 2, 2008ï09 in 

which the amounts were provided: 

The 2008ï09 Budget provides $1.3 billion of new initiatives over four years. It is expected 

that the ratios of Australiaôs ODA to GNI will be 0.35 per cent in 2009ï10 (a year earlier 

than originally targeted), 0.37 per cent in 2010ï11, and 0.38 per cent in 2011ï12. These 

ratios correspond to amounts of $4.2 billion, $4.6 billion and $5.0 billion in 2009ï10, 2010ï

11 and 2011ï12 respectively.
171

 

There is also a reiteration of the governmentôs commitment to increase Australiaôs ODA to 

0.5 percent of GNI by 2015ï16. 

Sectoral allocation of the AusAID administered ODA budget and new initiatives in these 

sectors are as follows: 

Å expenditure on rural development is expected to be $230 million in 2009ï10, 

approximately six percent of total ODA 

ï a new initiative costing $464.2 million over four years to strengthen the ability of 

certain countries in Africa and the Asia-Pacific region to address food insecurity. 

Å expenditure on infrastructure and water and sanitation will be $560 million in 2009ï10, 

approximately 15 per cent of total ODA 

ï a new initiative costing $454 million over four years to improve infrastructure in 

East Asia and PNG. 

Å outlay in the education sector will be some $690 million, approximately 18 percent of total 

ODA. 
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Å expenditure for the health and HIV sector will be over $595 million, approximately 16 per 

cent of ODA 

ï the government will cancel up to $75 million in debt owed by Indonesia provided 

the latter invests $37.5 million in the Global Fund to Fight AIDS, Tuberculosis and 

Malaria for tuberculosis programs. 

Å expenditure in the governance sector will be about $820 million, some 22 percent of total 

ODA 

ï a new initiative costing $138.6 million over four years to óimprove the effectiveness 

of government and accountability to citizensô in East Timor and the Pacific 

ï after a two-year trial, it is proposed to invest $336.1 million over four years óto 

enable the inclusion of significant performance-linked aid elements within the new 

Pacific Partnerships for Developmentô and the expansion of existing arrangements in 

Asia. 

Å expenditure in the environment and climate change sector in 2009ï10 will be some $170 

million, about five per cent of total ODA. 

In terms of the geographical distribution of ODA, Africa has seen a large increase in 

allocation by AusAIDða total outlay of $163.9 million for 2009ï10, up from $116.4 million 

in 2008ï09. In addition, the Attorney-Generalôs Department ówill provide $17.3 million over 

four years to assist African countries to develop effective law and justice frameworksô. 

Another budget initiative will boost Australiaôs non-military ODA to Afghanistan and 

Pakistan to over $500 million over four years. 

Given that the overall increase in the ODA budget from 2008ï09 is just 2 per cent, the 

projected increase in the aid budget as foreshadowed in Budget Paper No. 2, 2008ï09 has 

effectively been put on hold in 2009ï10. 
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Budget Review 2009ï10 

56 

First Home Owners Boost extension 

Peter Hicks 
Economics Section 

Funding of $539 million over three years is provided in the 2009ï10 Budget for a six month 

extension to the First Home Owners Boost (FHOB). The FHOB was announced by the 

Government in its October 2008 Economic Security Strategy.
172

  

The FHOB provides eligible first home buyers with $7000 for the purchase of an established 

home and $14 000 for the purchase of a new home. These amounts are in addition to the 

$7000 available under the ongoing First Home Owners Grant (FHOG).  

When announcing the FHOB, the Government stated all contracts entered into by 30 June 

2009 would be eligible and estimated that over 150 000 first home buyers would benefit. The 

expected cost was put at around $1.5 billion over 2008ï09 and 2009ï10.
173

 

Under the extension to the FHOB announced in the 2009ï10 Budget there will be no change 

to the amounts for eligible first home buyers entering into contracts between 1 July 2009 and 

30 September 2009. However for contracts between 1 October 2009 and 31 December 2009, 

there will be a halving of the amounts available to eligible first home buyers. During this 

period, the FHOB will provide $3500 for those purchasing established homes and $7000 for 

buyers of new homes. 

The FHOG was established via agreement between the Commonwealth and states and 

territories and came into effect on 1 July 2000. It was developed as part of the arrangements 

for implementing the new tax system and designed to offset the impact of the introduction of 

the GST.  

The arrangements with the FHOB parallel the Additional First Home Owners Scheme which 

first applied between March 2001 and 31 December 2001 when an additional $7000 grant 

was available to first home owners building or purchasing new homes. The Additional First 

Home Owners Scheme was then extended but at the lower amount of $3000 for new homes 

built or purchased between 1 January and 30 June 2002.
174

 

Payments under the FHOG have averaged close to $1 billion annually and expenditure under 

the Additional First Home Owners Scheme totalled almost $0.5 billion. With the announced 

extension, total outlays under the FHOB will be about $2.1 billion. This means that by the 
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end of 2009ï10, total direct budgetary outlays to first home buyers since 1 July 2000 is likely 

to be approaching $13 billion.
175

 

The following table shows both the number of first home buyers and their average loan size 

since January 2008. Substantial increases have been recorded for both these measures since 

October 2008 although at least part of the surge in the number of first home buyers, 

especially in March 2009, can be attributed to the pull forward effect of the measure which at 

that stage was being scheduled to end in June 2009. 

Recent first home buyersñnumber and loan size 

Month No. 

Average new 
loan size  

(a) ($'000) 
Jan-08 10 441 231.8 

Feb-08 10 667 227.9 

Mar-08 9 265 230.0 

Apr-08 9 814 237.0 

May-08 9 643 243.1 

Jun-08 8 805 243.1 

Jul-08 9 879 246.4 

Aug-08 8 818 250.8 

Sep-08 9 372 260.9 

Oct-08 9 910 264.5 

Nov-08 11 775 269.4 

Dec-08 14 413 269.8 

Jan-09 12 514 268.0 

Feb-09 14 321 281.7 

Mar-09 17 652 286.0 

(a) ï excludes alterations and additions 

Source: Australian Bureau of Statistics (ABS), Housing Finance.
176

  

                                                 
175.  Hicks, Kompo-Harms and Webb, p. 4. 

176.  Australian Bureau of Statistics (ABS), óTable 9aô, Housing Finance, cat. no. 5609.0, 

(electronic version), ABS, Canberra, 2009, viewed 14 May 2009,  

http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/5609.0Mar%202009?OpenDocum

ent  

http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/5609.0Mar%202009?OpenDocument
http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/5609.0Mar%202009?OpenDocument
http://www.abs.gov.au/AUSSTATS/abs@.nsf/DetailsPage/5609.0Mar%202009?OpenDocument
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Infrastructure overview 

Richard Webb 
Economics Section 

A feature of the Budget was the announcement of the financing of investment in 

infrastructure. In the Budget speech, the Treasurer, Wayne Swan announced funding of 

$22 billion over four years for infrastructure.
177

 The largest component is for transport 

(funding is also available for the Clean Energy Initiative, education and health). Of the 15 

transport projects announced by the Minister for Infrastructure, Transport, Regional 

Development and Local Government, the Commonwealthôs total funding commitment 

amounts to $8.5 billion.
178

 Of this, $8.1 billion will come from the Building Australia Fund.  

The 15 projects include seven of the nine projects that Infrastructure Australia assessed as 

meeting its criteria (the seven projects are listed in Table 1).
179

 The government also 

announced funding for six projects which, while on Infrastructure Australiaôs list of 28 

projects with óreal potentialô, have nonetheless not been fully assessed by Infrastructure 

Australia.
180

 The basis on which the government selected the six projects is unclear. In 

addition, the government announced funding for two other projects. One was $618 million 

for the Kempsey bypass on the Pacific Highway in NSW. The other was $61 million for the 

O-Bahn track extension in South Australia.   

                                                 
177.  W Swan (Treasurer), Budget Speech 2009ï10, Commonwealth of Australia, Canberra, 

12 May 2009, viewed 18 May 2009,  

http://www.budget.gov.au/2009-10/content/speech/download/speech.pdf   

178.  A Albanese (Minister for Infrastructure, Transport, Regional Development and Local 

Government), Investing in the nationôs infrastructure priorities, media release, 12 May 2009, 

viewed 18 May 2009,  

http://www.minister.infrastructure.gov.au/aa/releases/2009/May/budget-infra_01-2009.htm. 

This press release does not include $61 million for the O-Bahn track extension.  

179.  The nine projects can be found in: Infrastructure Australia, óTable 2ô, National Infrastructure 

Priorities, Commonwealth of Australia, May 2009, pp. 10ï11, viewed 18 May 2009, 

http://www.infrastructureaustralia.gov.au/files/National_Infrastructure_Priorities.pdf  

180.  The six projects are the Darwin Port expansion, Oakajee Port, the  Cooroy to Curra section of 

the Bruce Highway, the Brisbane Inner City rail Capacity project, the West metro in Sydney, 

and the Northbridge rail link.  

http://www.budget.gov.au/2009-10/content/speech/download/speech.pdf
http://www.minister.infrastructure.gov.au/aa/releases/2009/May/budget-infra_01-2009.htm
http://www.infrastructureaustralia.gov.au/files/National_Infrastructure_Priorities.pdf
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Table 1: Infrastructure Australia-approved projects funded in the 2009ð10 Budget 

Project State Funding ($ million) 

Hunter Expressway (F3 to Branxton)  NSW 1451 

Ipswich Motorway QLD 884 

Gawler rail line SA 294 

East-West tunnel VIC 40 

Gold Coast light rail QLD 365 

Regional Rail Express VIC 3200 

Noarlunga to Seaford rail SA 291 

Source: Minister for Infrastructure 2009ï10 Budget media releases. 

Victoria emerges as the main beneficiary of the 15 projects, with $3.476 billion. This is 

followed by NSW with $2.209 billion, Queensland with $1.757 billion, South Australia with 

$644.7 million, Western Australia with $339 million, and the Northern Territory with 

$50 million.   

A feature of the announcement is the emphasis given to rail, with $4.6 billion of the 

$8.4 billion for rail. Most of this is for public transport, with the regional rail express project 

in Victoria the single largest project involving total Commonwealth funding of $3.2 billion. 

Two ports are also scheduled to be funded: $339 million for the Oakajee Port Common User 

Facilities in Geraldton WA, and $50 million for the expansion of Darwin Port. This is the 

first direct Commonwealth funding of ports for a long time. Ports have traditionally been the 

preserve of state governments and to a lesser extent, the private sector. The Commonwealth, 

has however, funded projects that indirectly affect ports. An example is access to Port 

Botany, which will be improved by the completion of the south Sydney dedicated rail freight 

line.  

The funding of infrastructure is designed, in part, to help stimulate the economy. Some 

projects are scheduled to start in 2009 and so should provide relatively rapid stimulus. 

Ongoing spending on these projects together with the coming-on-stream of projects with later 

start dates will spread the stimulus over a number of years. 

Future funding of the announced projects is likely to be a major issue. KPMG estimates that 

the total cost of the announced projects is possibly close to $80 billion.
181

 With the Building 

Australia Fund depleted by the funding of roads, rail and ports of $7.7 billion and by funding 

of the National Broadband Network, and with the government having pledged to return the 

Budget to surplus over time, the governmentôs room for manoeuvre is limited. This suggests 

that it will have to look to state governments and the private sector to help fund projects. One 

estimate of the additional funding needed for the 15 projects is in the order of $27 billion.
182

 

                                                 
181.  KPMG Australia, 22 billion x 4 is the true picture for infrastructure, media release, KPMG 

Australia, 13 May 2009, viewed 18 May 2009,  

http://www.kpmg.com.au/Default.aspx?tabid=214&kpmgarticleitemid=3661&frompress=true  

182.  A Ferguson, óPM plan to raid super for projectsô, Weekend Australian, 16 May 2009, p. 1.  

http://www.kpmg.com.au/Default.aspx?tabid=214&kpmgarticleitemid=3661&frompress=true
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Budget announcements from different sources lead to some confusion about the level of 

funding. For example, the Minister for Infrastructure, Transport, Regional Development and 

Local Government announced road funding over the six years 2008ï09 to 2013ï14 will be 

$28 billion.
183

 However, the Department of Infrastructure, Transport, Regional Development 

and Local Government (DITRDLG) website (dated 13 May 2009) shows land transport 

funding for the six years at $27 billion.
184

 But land transport includes rail  as well as road 

funding.  

Nor is the funding for 2009ï10 clear. In 2009-10, responsibility for funding land transport 

will be shared between DITRDLG and the Department of the Treasury under the revised 

arrangements for federal financial relations that came into effect on 1 January 2009. The 

DITRDLG Portfolio Budget Statements (PBS) show DITRDLG funding for infrastructure 

investment in 2009ï10 under the Nation Building Program to be $892 million and for the 

Department of the Treasury, $3375 million amounting to a total of $4267 million.
185

 

However, the DITRDLG website shows land transport funding in 2009ï10 as being 

$4427 million.
186

 Further, the Department of the Treasury PBS shows Treasury as 

appropriating $3323 million on behalf of the DITRDLG for the Nation Building Program, a 

difference of $51 million compared with the $3375 million accounted for in the DITRDLG 

PBS.
187

   

Still, it seems that land transport infrastructure funding in 2009ï10 will be lower by about 

$455 million than in 2008ï09 as shown in Table 2. This seems to be at odds with the 

governmentôs policy of providing fiscal stimulus to the economy during the recession. 

                                                 
183.  A Albanese (Minister for Infrastructure, Transport, Regional Development and Local 

Government), Federal road investment program steps up a gear, media release, 12 May 2009, 

viewed 18 May 2009,  

http://www.minister.infrastructure.gov.au/aa/releases/2009/May/budget-infra_02-2009.htm  

184.  Australian Government, óLand transport funding allocations consolidatedô, DITRDLG 

website, viewed 13 May 2009,  

http://www.nationbuildingprogram.gov.au/funding/allocations/funding_allocations_consolidat

ed.aspx#2008_to_09  

185.  Australian Government, Portfolio budget statements 2009ï10: budget related paper no. 1.13: 

Infrastructure, Transport, Regional Development and Local Government portfolio, 

Commonwealth of Australia, Canberra, 2009, p. 34, viewed 18 May 2009, 

http://www.infrastructure.gov.au/department/statements/2009_2010/budget/files/DITRDLG_

Budget_2009-10_PBS.pdf; Portfolio budget statements 2009ï10: Infrastructure, Transport, 

Regional Development and Local Government portfolio, p. 24. 

186.  DITRDLG website, viewed 13 May 2009,  

http://www.nationbuildingprogram.gov.au/funding/allocations/funding_allocations_consolidat

ed.aspx#2008_to_09  

187.  Australian Government, Portfolio budget statements 2009ï10: budget related paper no. 1.17: 

Treasury portfolio, Commonwealth of Australia, Canberra, 2009, p. 31, viewed 18 May 2009, 

http://www.treasury.gov.au/documents/1539/PDF/Treasury_portfolio_budget_statements_200

9_10.pdf  

http://www.nationbuildingprogram.gov.au/funding/allocations/funding_allocations_consolidated.aspx#2008_to_09
http://www.nationbuildingprogram.gov.au/funding/allocations/funding_allocations_consolidated.aspx#2008_to_09
http://www.minister.infrastructure.gov.au/aa/releases/2009/May/budget-infra_02-2009.htm
http://www.nationbuildingprogram.gov.au/funding/allocations/funding_allocations_consolidated.aspx#2008_to_09
http://www.nationbuildingprogram.gov.au/funding/allocations/funding_allocations_consolidated.aspx#2008_to_09
http://www.infrastructure.gov.au/department/statements/2009_2010/budget/files/DITRDLG_Budget_2009-10_PBS.pdf
http://www.infrastructure.gov.au/department/statements/2009_2010/budget/files/DITRDLG_Budget_2009-10_PBS.pdf
http://www.nationbuildingprogram.gov.au/funding/allocations/funding_allocations_consolidated.aspx#2008_to_09
http://www.nationbuildingprogram.gov.au/funding/allocations/funding_allocations_consolidated.aspx#2008_to_09
http://www.treasury.gov.au/documents/1539/PDF/Treasury_portfolio_budget_statements_2009_10.pdf
http://www.treasury.gov.au/documents/1539/PDF/Treasury_portfolio_budget_statements_2009_10.pdf
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Table 2: Land transport funding 2008-09 and 2009-10 ($ million) 

 2008ð09 2009ð10 
Nation Building Program  DITRDLG  Treasury  Total  Total  
Investment a 2553.3  450.3  3003.6  2951.4  

Roads to recovery 355.6  355.6 350.0 

Strategic regional 99.7  99.7  

Strategic regional: supplementary b 79.1  79.1 125.1 

Black spots  144.7  144.7 119.5 

Boom gates for rail crossings  50.0  50.0 100.0 

Heavy vehicle safety  10.0  10.0 20.0 

Improving local roads b 83.8  83.8 0.0 

Improving the national network  b 834.5  834.5 265.5 

Off-network roads  0.2  0.2 281.9 

Building Australia Fund special account c 1005.0 32.0 1037.0 1055.0 

ARTC equity injection  422.0  422.0 678.0 

Subtotal 5637.9 482.3 6120.2 5946.4 

Other     

Untied local road grants  722.7  722.7 442.3 

Additional funding to SA  14.3  14.3 14.8 

Federation Fund  1.0 1.0 0.0 

Subtotal other 737.0 1.0 738.0 457.1 

Total 6374.9 483.3 6858.2 6403.5 

a Treasury payment in 2008-09 is a bring forward of funding from 2009-10 for a number of key 

projects 

b Accrual expenses relating to prepayments made in 2006 and 2007. 

c Includes equity payments in 2009ï10 

Sources: DITRDLG PBS 2009ï10 pp. 20, 24, 34, 89 and 107 and DITRDLG website 

The budget papers do not show funding for rail and road separately. Given that Members of 

Parliament frequently respond to public interest in road funding, it would be useful if this 

information were included in future budget papers.   

Broadband and Telecommunications 

Jonathan Chowns 
Economics Section 

There were no new high value initiatives announced in the 2009ï10 Budget for broadband 

and telecommunications. Whilst there are a few new low value initiatives, the Budget is 

mainly concerned with adjustments to the funding of existing programs. The most significant 

initiativeðtaking cost as a measure of significanceðthe fibre to the home (FTTH) national 

broadband network (NBN), was announced prior to the Budget on 7 April 2009.  

This Budget Review brief focuses on the Governmentôs new proposal to build a national 

broadband network. Some notable lower value initiatives are mentioned briefly at the end. 
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National Broadband Network 

The first national broadband network ð fibre to the node 

The early history of the Governmentôs first proposal to build a fibre to the node (FTTN) 

National Broadband Network was described briefly in last yearôs Budget Review.
188

  

To continue that chronology, the deadline for requests for proposals was extended from 

25 July 2008 to 26 November 2008. Six proposals were received including one from Telstra. 

On 15 December 2008, Telstraôs proposal was determined to be non-compliant and ineligible 

for further consideration.
189

 In early to mid January 2009, the Australian Competition & 

Consumer Commission (ACCC) gave its report on the remaining proposals to the expert 

panel.
190

 Around 20 January 2009, the expert panel gave its report to the Government.
191

 On 

the morning of 7 April  2009, the Government announced that the request for proposals (RFP) 

process had been terminated as no proposal met the Governmentôs requirement for value for 

money.  

The second national broadband network ð fibre to the home 

Later on 7 April  2009, the Government announced a new proposal for the establishment of a 

new company to build and operate national fibre-to-the-home network. The main elements of 

the proposal as originally announced are:
 192

  

Å The new network will reach 90 per cent of homes, schools and workplaces with fibre to 

premises and will provide speeds of up to 100 megabits per second. It will reach the 

                                                 
188.  J.Chowns, óBudget 2008ï09: economic issuesô, Budget review 2008ï09, Parliamentary 

Library, Canberra, 2008, viewed 21 May 2009,  

http://www.aph.gov.au/library/pubs/rp/BudgetReview/Economic_Issues.htm  

189.  F Layden, óConroy cuts Trujillo out of broadband tender; Telstra divesô, Herald sun, 

16 December 2008, p. 49,  

http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22media%2Fp

ressclp%2FNXDS6%22 

190.  M Bingemann, óACCC lodges broadband reportô, The Australian, 14 January 2009, p. 19.  

191.  S Conroy, (Minister for Broadband, Communications and the Digital Economy), Expert panel 

submits report on National Broadband Network submissions, media release, 22 January 2009, 

viewed 21 May 2009, http://www.minister.dbcde.gov.au/media/media_releases/2009/001   

192.  K Rudd, (Prime Minister), W Swan (Treasurer), L Tanner (Minister for Finance and 

Deregulation), S Conroy (Minister for Broadband, Communications and the Digital 

Economy), New National Broadband Network, media release, 7 April 2009, viewed 21 May 

2009, http://www.minister.dbcde.gov.au/media/media_releases/2009/022; and, K Rudd 

(Prime Minister), W Swan (Treasurer), L Tanner (Minister for Finance and Deregulation), 

S Conroy (Minister for Broadband, Communications and the Digital Economy), Prime 

Minister press conference about the National Broadband Network, transcript of press 

conference, 7 April 2009, viewed 21 May 2009,  

 http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22emms%2Fe

mms%2F133523%22 

http://www.aph.gov.au/library/pubs/rp/BudgetReview/Economic_Issues.htm
http://www.aph.gov.au/library/pubs/rp/BudgetReview/Economic_Issues.htm
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22media%2Fpressclp%2FNXDS6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22media%2Fpressclp%2FNXDS6%22
http://www.minister.dbcde.gov.au/media/media_releases/2009/001
http://www.minister.dbcde.gov.au/media/media_releases/2009/022
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22emms%2Femms%2F133523%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22emms%2Femms%2F133523%22
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remaining premises using wireless technologies with speeds of 12 megabits per second. It 

will be a wholesale only open-access network 

Å The proposal also involves the provision of transmission links (óbackbonesô) to major 

regional centres and rural towns which are inadequately served by commercially viable 

transmission services 

Å The Government will commence an implementation study to determine the operating 

arrangements and network design for the upgraded network    

Å The Governmentôs plan is to begin to upgrade the network in Tasmania first and to begin 

negotiations with the Tasmanian Government immediately   

Å The network will take eight years to build and will ósupportô 25 000 jobs on average for 

the length of the project, peaking at 37 000  

Å The Government estimates that the network will cost up to $43 billion.  

With regard to the broadband network company proposed in the 7 April 2009 announcement: 

Å The Commonwealth will have the majority ownership in the company. The government 

intends to sell down the Commonwealthôs interest in the company within five years after 

the network is built and fully operational, óconsistent with market conditions and national 

and identity security considerationsô 

Å Private sector involvement is expected by, for instance, direct investment in the company 

or by the contribution of network assets 

Å The Government will make an initial investment in the network of $4.7 billion, this being 

the amount previously intended for the earlier FTTN proposal and will come óprimarily 

from the Building Australia Fundô 

Å In addition to its initial $4.7 billion investment in the network, the government will 

probably issue bonds (óAussie infrastructure bondsô) to pay for at least part of its 51% 

interest in the company.
193

 The mix of debt and equity in the Governmentôs investment in 

the company will be worked out over time 

Å It is expected that the company itself will be able to borrow in its own right. 

On 7 April 2009, the Government also released a discussion paper entitled National 

Broadband Network: Regulatory Reform for 21st Century Broadband.
194

 This raises the 

                                                 
193.  óAussie bonds commercial [1980s]ô, YouTube website, viewed 21 May 2009, 

http://www.youtube.com/watch?v=93q5_8olpPs  

194.  Department of Broadband, Communications and the Digital Economy, National Broadband 

Network: Regulatory reform for 21st Century broadband ï discussion paper, Commonwealth 

of Australia, Canberra, April 2009, viewed 21 May 2009,  

http://www.dbcde.gov.au/__data/assets/pdf_file/0006/110013/NBN_Regulatory_Reform_for_

the_21st_Century_Broadband_low_res_web.pdf 

http://www.youtube.com/watch?v=93q5_8olpPs
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F8KMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F8KMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F8KMT6%22
http://www.youtube.com/watch?v=93q5_8olpPs
http://www.dbcde.gov.au/__data/assets/pdf_file/0006/110013/NBN_Regulatory_Reform_for_the_21st_Century_Broadband_low_res_web.pdf
http://www.dbcde.gov.au/__data/assets/pdf_file/0006/110013/NBN_Regulatory_Reform_for_the_21st_Century_Broadband_low_res_web.pdf
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possibility of changes to the structure of Telstra and wide ranging reforms to the regulation of 

telecommunications in Australia. 

The NBN company (ACN 136533741) was established under the Corporations Act on 

9 April  2009.    

Also on 9 April 2009, the Government released a Request for Expression of Interest number 

DCON/09/23 for Provision of Lead Advisory Services relating to the Implementation Study 

for the National Broadband Network.
195

 

On the 23 April 2009 the Government released the Regional Backbone Blackspots Program 

Stakeholder Consultation Paper with submissions due by 12 May 2009.
196

 

NBN related matters in the Budget  

Where is the money going? 

The Government says it will make an initial investment of $4.7 billion towards an enhanced 

NBN. In addition to this, the Budget makes provision for new funding of $54 million to 

develop an implementation plan for the NBN.
197

  

Of the $4.7 billion, $250 million is new funding for the previously announced regional 

backbone blackspots program.
198

 The other $4.45 billion will be divided in an unspecified 

manner between the contribution of equity in the NBN company and direct investment in the 

upgrade of the network in Tasmania.
199

 The Budget papers indicate that the expenditures for 

these two purposes are expected to be $30 million in 2008ï09, $750 million in 2009ï10 and 

$3670 million in 2010ï2011.
200

 The Budget Papers do not state how much represents initial 

equity in the company and how much represents direct investments in the Tasmanian network 

                                                 
195.  Department of Broadband, Communication and the Digital Economy, Request for expression 

of interest number DCON/09/23 for provision of lead advisory services relating to the 

implementation study for the National Broadband Network, Canberra, April 2009, viewed 21 

May 2009,  

http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fj

rnart%2F2LMT6%22  

196.  Department of Broadband, Communication and the Digital Economy, Backhaul blackspots 

initiative: stakeholder consultation paper, Canberra, April 2009, viewed 21 May 2009 

http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fj

rnart%2F6KMT6%22 

197.  Australian Government, óPart 2: expense measuresô, Budget measures: budget paper no. 2: 

2009ï10, Commonwealth of Australia, Canberra, 2009, p. 118, viewed 21 May 2009, 

http://www.budget.gov.au/2009-10/content/bp2/html/bp2_expense-07.htm  

198.  Australian Government, óPart 3: capital measuresô, Budget measures: budget paper no. 2: 

2009ï10, Commonwealth of Australia, Canberra, 2009, p. 410, viewed 21 May 2009, 

http://www.budget.gov.au/2009-10/content/bp2/html/bp2_capital-04.htm  

199.  óPart 3: capital measuresô, Budget measures: budget paper no. 2: 2009ï10, p. 409. 

200.  óPart 3: capital measuresô, Budget measures: budget paper no. 2: 2009ï10, p. 409. 

http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F2LMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F2LMT6%22
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http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F2LMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F6KMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F6KMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F6KMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F2LMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F2LMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F6KMT6%22
http://parlinfo.aph.gov.au/parlInfo/search/display/display.w3p;query=Id%3A%22library%2Fjrnart%2F6KMT6%22
http://www.budget.gov.au/2009-10/content/bp2/html/bp2_expense-07.htm
http://www.budget.gov.au/2009-10/content/bp2/html/bp2_capital-04.htm


Budget Review 2009ï10 

65 

(although it is likely that the assets that result from those direct investments will be acquired 

by the company at a later stage). 

Where is the money coming from? 

The 4.7 billion initially pledged by the Government to this new proposal is the same as the 

maximum amount that it committed to its first broadband network proposal in 2007. Those 

funds were to come from the Building Australia Fund (BAF) which was set up by the Nation 

Building Funds Act 2008.
201

 The Explanatory Memorandum to the National Building Funds 

Bill 2008, at page 60, says:
202

  

The Government has committed an amount of up to $4.7 billion for proposals relating to the 

NBN. Such proposals will be disbursed solely through the appropriation made by the BAF 

Special Account. 

Although the amounts of the old and the new NBN proposals are the same, the source of 

funding is not. First, the $4.7 billion includes new funding of $250 million as mentioned. 

Second, only about $3.1 billion is coming from the BAF: at 30 March 2009, the BAF had 

$2.49 billion.
203

 Before 30 June 2009, the BAF will receive $1.5 billion from the Telstra Sale 

Special Account and $7.5 billion from the 2007ï08 Budget surplus giving a total of about 

$11.5 billion.
204

 A total of $10.7 billion will be drawn from the BAF for ónation-building 

investmentsô.
205

 Of this, $7.6 billion will fund the roads, rail and ports infrastructure projects 

listed on page 1-20 of Budget Paper No. 1 (excluding the Bruce Highway, OïBahn track 

extension, the Brisbane inner city rail feasibility study and Northbridge rail link).
206

 About 

$3.1 billion will fund the Commonwealthôs initial investment in the NBN.
207

  This figure is 

not expressly mentioned in the Budget papers. 

The Budget papers also do not expressly state where the balance of the committed fundsð

$1.35 billionðwill come from (that is, the difference between $4.45 billion and the 

$3.1 billion from the BAF). However, the Budget papers do raise the possibility that the 

difference will be funded by a bond issue or from the contingency reserve:  
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