
 Department of Parliamentary Services   
 Parliament of Australia 
 

Budget 2014-15 

Daniel Weight 
& 

Robert Dolamore 



 Department of Parliamentary Services   
 Parliament of Australia 
 

The Budget context 

• The global outlook 
• The Australian economy 
• The longer-term 
• Some questions to consider 
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The global outlook 

• The global economic recovery has 
strengthened 

• The advanced economies have accounted for 
much of the pick-up in growth 

• Downside risks have eased but remain 
significant 

• Structural reforms are needed to sustain the 
recovery 
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The IMF & OECD’s latest growth forecasts 
(percentage change) 

 
 

2012 2013 2014 2015 

World IMF 3.2 3.0 3.6 3.9 

OECD 3.0 2.8 3.4 3.9 

United States IMF 2.8 1.9 2.8 3.0 

OECD 2.8 1.9 2.6 3.5 

Euro Area IMF -0.7 -0.5 1.2 1.5 

OECD -0.6 -0.4 1.2 1.7 

Japan IMF 1.4 1.5 1.4 1.0 

OECD 1.4 1.5 1.2 1.2 

China IMF 7.7 7.7 7.5 7.3 

OECD 7.7 7.7 7.4 7.3 

Australia IMF 3.6 2.4 2.6 2.7 

OECD 3.6 2.4 2.6 2.9 
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Brookings-FT: TIGER 
 

 
 

Source: http://www.brookings.edu/research/reports/2014/04/~/media/Research/Files/Reports/2014/04/global%20economic%20recov
ery%20prasad/0414_economic%20recovery_prasad_Total_Advanced_Emerging.pdf  

http://www.brookings.edu/research/reports/2014/04/%7E/media/Research/Files/Reports/2014/04/global%20economic%20recovery%20prasad/0414_economic%20recovery_prasad_Total_Advanced_Emerging.pdf
http://www.brookings.edu/research/reports/2014/04/%7E/media/Research/Files/Reports/2014/04/global%20economic%20recovery%20prasad/0414_economic%20recovery_prasad_Total_Advanced_Emerging.pdf
http://www.brookings.edu/research/reports/2014/04/%7E/media/Research/Files/Reports/2014/04/global%20economic%20recovery%20prasad/0414_economic%20recovery_prasad_Total_Advanced_Emerging.pdf
http://www.brookings.edu/research/reports/2014/04/%7E/media/Research/Files/Reports/2014/04/global%20economic%20recovery%20prasad/0414_economic%20recovery_prasad_Total_Advanced_Emerging.pdf
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Brookings-FT: TIGER 
 

 
 

http://www.brookings.edu/research/reports/2014/04/~/media/Research/Files/Reports/2014/04/global%20economic%20recov
ery%20prasad/0414_economic%20recovery_prasad_Total_Advanced_Emerging.pdf  

Source: 

http://www.brookings.edu/research/reports/2014/04/%7E/media/Research/Files/Reports/2014/04/global%20economic%20recovery%20prasad/0414_economic%20recovery_prasad_Total_Advanced_Emerging.pdf
http://www.brookings.edu/research/reports/2014/04/%7E/media/Research/Files/Reports/2014/04/global%20economic%20recovery%20prasad/0414_economic%20recovery_prasad_Total_Advanced_Emerging.pdf
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The Australian economy 
• Growth is solid but below trend 
• A re-balancing of growth is underway 

– Resources sector investment is expected to decline sharply over 
the next few years 

– Lower government spending 
– Increased resource sector exports 
– Signs that retail spending and housing construction are 

strengthening 
– Non-resource business investment is still subdued 
– A stubbornly high Australian dollar is making the 

re-balancing more challenging  
• There is a pressing need to lift Australia’s productivity 

performance 
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Australia – GDP growth 
(percentage change) 

 
 

2012 2013 2014 2015 

Australia IMF 3.6 2.4 2.6 2.7 

OECD 3.6 2.4 2.6 2.9 

RBA 2.4 3.0 2.25 – 3.25  
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GDP growth 

Source: Reserve Bank of Australia, Statement on Monetary Policy, May 2014, p.29. 

http://www.rba.gov.au/publications/smp/2014/may/pdf/0514.pdf
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Productivity 

 
 

Source: Productivity Commission, PC Productivity Update, April 2014. 

http://www.pc.gov.au/__data/assets/pdf_file/0008/135935/productivity-update-2014.pdf
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The longer-term 

• An ageing population 
• Climate change 
• Natural resource depletion 
• Economic rise of Asia 
• External shocks to the economy 
• Long-term structural change 
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Another ‘big picture’ issue 

The GFC has sparked a rethink internationally 
about nature of economic growth 
• The outlook for economic growth 

– Post GFC what’s the potential pace of economic 
growth? 

• The link between income inequality and social 
mobility and economic growth 
– What are the implications for growth of increasing 

inequality and declining social mobility? 

 



 Department of Parliamentary Services   
 Parliament of Australia 
 

The outlook for economic growth 
• What’s the potential pace of future economic 

growth? 
• The pessimists – relatively slow growth 

– Damage from the GFC will take time to unwind 
– Technological progress will slow 

• The optimists – growth will bounce back 
– GFC has forced countries to undertake much needed 

reforms 
– A ‘fourth industrial revolution’ – intelligent machines 
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Inequality & social mobility 

• Concerns about global trends of growing 
inequality of incomes and wealth 

• Concerns in some countries about declining 
social mobility 

• Potential negative effects on the pace and 
sustainability of economic growth 
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Income inequality, 1910-2010 

 
 

Source: Thomas Piketty, Technical appendix of the book - Capital in the 21st century. 

http://piketty.pse.ens.fr/files/capital21c/en/Piketty2014FiguresTablesLinks.pdf
http://piketty.pse.ens.fr/files/capital21c/en/Piketty2014FiguresTablesLinks.pdf
http://piketty.pse.ens.fr/files/capital21c/en/Piketty2014FiguresTablesLinks.pdf
http://piketty.pse.ens.fr/files/capital21c/en/Piketty2014FiguresTablesLinks.pdf
http://piketty.pse.ens.fr/files/capital21c/en/Piketty2014FiguresTablesLinks.pdf
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Given this context: 
• How well does the Budget manage the risks 

and opportunities? 
• What trade-offs have been made? 
• What are the long-term implications for 

economic growth and living standards? 
• What has been left for another day? 
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Two views of the current fiscal 
context 
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The fiscal outlook 

• Australia is forecast to experience continued 
budget deficits 
 
 
 
 
 
 

Source: Australian Government, Mid-Year Economic and Fiscal Outlook, 2013-14, December 2013. 
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The fiscal outlook 

• Australia has relatively low debt levels 
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Source: International Monetary Fund, World Economic Outlook Database, April 2014. 
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View one: declining revenues  

• Structural deficit a result of a decline in the 
Commonwealth’s revenue receipts? 
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Source: Australian Government, Mid-Year Economic and Fiscal Outlook, 2013-14, December 2013. 

http://budget.gov.au/2013-14/content/myefo/download/2013_14_MYEFO.pdf
http://budget.gov.au/2013-14/content/myefo/download/2013_14_MYEFO.pdf
http://budget.gov.au/2013-14/content/myefo/download/2013_14_MYEFO.pdf
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View two: overspending 

• Structural deficit a result of increased 
spending? 
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Source: Australian Government, Mid-Year Economic and Fiscal Outlook, 2013-14, December 2013. 

http://budget.gov.au/2013-14/content/myefo/download/2013_14_MYEFO.pdf
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Key concepts 
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‘Headline’ fiscal position 
 

– Headline cash 
• (cash) 

– Fiscal balance 
• (accrual) 

– Underlying cash balance 
• (a bit of both cash and accrual) 
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Key concepts: parameter variations 
versus policy decisions 

• Policy decisions 
• Government decisions, such as: 

– new expenditure 
– changing program eligibility 
– changed tax rules 

• Parameter variations 
• Reflect the effect of : 

– Corporate profits 
– Employment 
– Unemployment benefits 
– Medicare claims 
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Key concepts: Government Finance 
Statistics (GFS) sectors 
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‘Administered’ versus ‘departmental’ 

– Administered 
– Social security payments 
– Health/education funding 
– Revenue receipts 

• Departmental  
– Salaries 
– Office supplies 
– Some programs 
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The Budget Papers 
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Budget Papers 

• Appropriation Bills 
– Ministerial Statements and ‘glossies’ 
– Budget Papers 

• Budget Speech 
• BP 1: Budget Strategy and Outlook 
• BP 2: Budget Measures 
• BP 3: Australia’s Federal Financial Relations 
• BP 4: Agency Resourcing 

– Portfolio Budget Statements 
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BP1: Budget Strategy and Outlook 
• Statements 1-4: 

– Economic and fiscal outlook 
– The ‘narrative’ 

• Statement 5: Revenue 
• Statement 6: Expenses and Net Capital Investment 
• Statement 7: Assets and Liabilities 
• Statement 8: Statement of Risks 
• Statement 9: Budget Financial Statements 
• Statement 10: Historical Australian Government Data 
• Statement ?: Debt Statement 
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BP1: Budget Strategy and Outlook 
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BP1: Budget Strategy and Outlook 
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BP1: Budget Strategy and Outlook 
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BP 2: Budget Measures 

• What is a measure? 
– Revenue measures are defined as those measures that 

affect taxation or non-taxation revenues 
– Expense measures are defined as those measures that 

affect expenses 
– Capital measures are defined as those measures that 

affect net capital investment 

– What is not a measure? 
– Parameter variations 
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BP 2: Budget Measures 
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BP 2: Budget Measures 
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BP 2: Budget Measures 

 
 



 Department of Parliamentary Services   
 Parliament of Australia 
 

BP 2: Budget Measures 
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BP 3: Australia’s Federal Relations 

• Part 2: Payments for Specific Purposes 
– Healthcare 
– Education 
– Disability Services 
– Infrastructure and road funding 
– Contingent funding 
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BP 3: Australia’s Federal Relations 
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BP 3: Australia’s Federal Relations 
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BP 3: Australia’s Federal Relations 

• Part 3: General Revenue Assistance 
– GST revenue pool 
– GST relativities 
– Some other payments 



 Department of Parliamentary Services   
 Parliament of Australia 
 

BP 3: Australia’s Federal Relations 

• Appendix B: Total Payments to the States by 
GFS function 
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BP 4: Agency Resourcing 

• Introduction 
– Explanation of Appropriations 

– Special Appropriations 
• Also known as ‘standing appropriations’ 

– Special Accounts 
• Money hypothecated to particular outcomes / programs 
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BP 4: Agency Resourcing 

• Special Appropriations 
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BP 4: Agency Resourcing 

• Agency Resourcing 
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Portfolio Budget Statements 
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Portfolio Budget Statements 

• Outcomes 
– Government outcomes are the intended results, 

impacts or consequences of actions by the 
Government on the Australian community. 
Commonwealth programs are the primary vehicle 
by which government agencies achieve the 
intended results of their outcome statements.  

– An agency may have one or more outcomes, 
and each outcome may have one or more 
programs 
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Portfolio Budget Statements 
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Questions? 
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