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Part 1: What is the Budget? 
 
Adrian Makeham-Kirchner 

  



Taxing | Spending 
 

Competition 
Deregulation 
Productivity 

 

Interest rates 
Money supply 
Financial stability 
 

The policy toolkit 

Impact 
[+ / -] 

Fiscal Policy 

Microeconomic 
Reform Monetary Policy 

Economic 
Social 

Environmental 
 



s81. All revenues or moneys 
raised or received by the 

Executive Government of the 
Commonwealth shall form one 
Consolidated Revenue Fund, 

to be appropriated for the 
purposes of the 

Commonwealth in the manner 
and subject to the charges and 

liabilities imposed by this 
Constitution. 

s83. No money shall be drawn 
from the Treasury of the 

Commonwealth except under 
appropriation made by law. 

s54. The proposed law which 
appropriates revenue or moneys 
for the ordinary annual services 

of the Government shall deal 
only with such appropriation. 

s55. Laws imposing taxation shall 
deal only with the imposition of 

taxation, and any provision 
therein dealing with any other 

matter shall be of no effect. 



Legal and Policy 
Appropriation 

 
How Parliament legally 
releases money from the 
Consolidated Revenue 
Fund to the Executive 

Budget Papers 

 
A point in time explanation 
of how the appropriated 
money will be distributed, 
and the annual statement 
of Government priorities 



CONSTITUTIONAL POLICY

BUDGET

APPROPRIATION BILL 
1

APPROPRIATION BILL 
2

APPROPRIATION BILL 
PARLIAMENTARY

APPROPRIATION BILL 
ADDITIONAL

SPECIAL 
APPROPRIATION

SUPPLY

Departmental

Administrative

Payments to S&T

Non-Operating

New administered 
outcomes

PORTFOLIO BUDGET STATEMENT
[ADDITIONAL ESTIMATES]

TAXATION 
LEGISLATION

No.3 ≈ Act No. 1

No.4 ≈ Act No. 2

Prior year appropriation
s74 Revenue
Capital Budget

Speech

No.1: Strategy and Outlook

No.2: Budget Measures

No.3 : Federal Financial 
Relations

No.4: Agency Resourcing

Fact Sheets 
Sector Paper
Ministerial media

Related:

MYEFO
PEFO
FBO

Debit Limits

Special Accounts
Advances to FM



Annual and special 
Annual [and additional] 

Appropriation Bills 1-4 and 
Parliamentary Depts. 
(maybe more, depending 
on need)  
• Limited by amount 
• About 20 per cent of 

total 

Special [or standing] 

Determined by rules 
established in specific 
legislation 
 
• Limited by criteria 
• About 80 per cent of 

total 



Types of appropriation 
Administered 

Activities administered by 
an agency on behalf of 
Government 
• Social security payments 
• Health and education 

payments 
• Revenue receipts 

Departmental 

Activities administered by 
an agency for which they 
have substantial control 
• Salaries 
• Supplies and services 
• Programs 



Special Accounts 
An amount of money earmarked in the Consolidated 
Revenue Fund for a specific purpose, which may only 
be spent on that purpose 
 

• Established by Ministerial determination under the 
PGPA Act 

• Created in specific legislation 
• May only be drawn when the criteria attaching to the 

special account are met 
 

* Special accounts are a limited special appropriation. 



Contingency and flexibility 
Budgeting is based on assumptions and modelling. The Budget 
has flexibility built in: 
• Contingency Reserve: used to reflect impacts that cannot be 

allocated to agency or functional areas (e.g. provisions for 
underspend, conservative bias, commercial or security in-
confidence, decisions taken but not announced). 

• Advances to the Finance Minister: provisions in 
Appropriation Acts which enable the provision of  additional 
appropriation throughout the financial year 

 
Note: These are different to ‘Contingent Liabilities’, which are commitments that may give rise to 
a cost as a result of a future event (e.g. indemnities, guarantees, warranties). Knowing contingent 
liabilities helps predict future risks to the Budget.  



Different sectors 

Public 
Financial 
Corporations

                                                                                                       * Search for ‘PGPA Flipchart’ for names

CORPORATE COMMONWEALTH ENTITIES [70]

APVMA
ABC
SBS
War Memorial

Airservices Australia
Aust Hearing Service

Reserve Bank of Australia
Export Finance and Investment Corp. 

Australian National University

COMMONWEALTH COMPANIES [17]

National Australia Day Council
Aboriginal Hostels Ltd

NON-CORPORATE COMMONWEALTH ENTITIES [96]

Departments of State                                                                              Bodies Corporate
Parliamentary Departments                                                                   (ACCC, APRA)

GOVERNMENT BUSINESS     ENTERPRISE [8]

Defence Housing 

Australia Post                        NBN Co.
  Rail Track Corp.

General
Government
Sector

Public
Non-Financial
Sector



Part 2: The Budget Papers 
 
Phillip Hawkins 



What is in the Budget papers? 
• An economic statement 

– What is expected to happen in the economy 

• A fiscal policy statement 
– How does what is happening in the economy 

affect the Budget? 
– The Government’s proposed policy agenda 

• Summary financial statements 



Policy and parameter variations 
MYEFO 
Fiscal 

Position 

Parameter 
Variations 

New 
Policies 

BUDGET 
Fiscal 

Position 

POLICY VARIATION 
• New expenditure 
• Changes to tax rules/rates 
• Changes to eligibility 

 
 

Within the 
Government’s/Parliament’s 

direct control 
 

PARAMETER VARIATION 
• GDP 
• Employment + wages 
• Consumer prices 
• Investment 

 
Outside the 

Government’s/Parliament’s  
direct control 

 





Statement 1-3: Economic Outlook 
and Fiscal Outlook + Strategy 
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• Overview of 
the Budget 

• Government's 
Priorities 

• Government’s 
economic 
message 
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• General 
economic 
outlook 

• Key economic 
parameters 
which drive 
Budget 
revenue and 
expenditures 

• “Parameter 
variations” 
 St

at
em

en
t 3

 –
 F

isc
al

 O
ut

lo
ok

 

• Summary of 
the 
Government’s 
fiscal strategy 

• Major policy 
decisions that 
impact Budget 
revenue and 
expenditures 

• “Policy 
Variations” 
 



Statement 1-3: Economic Outlook 
and Fiscal Strategy + Outlook 

 



Statement 4 -7: Revenue & expenses 
and liabilities  

Deficit 

Surplus 



Statement 4 -7: Revenue & 
expenses and liabilities  



Statement 4 -7: Revenue & 
expenses and liabilities  



Statement 4 -7: Revenue & 
expenses and liabilities  



Statement 8-9: Risk and analysis 
• Forecasting is an inexact science 

– Scenario analysis – what happens if the economic 
parameters are different to what is expected? 



Statement 8-9: Risk and analysis 
• Downside risks 

– Specific program risks 
– Contingent liabilities (including loans, indemnities, 

guarantees etc..) 
 

For example – the Financial Claims Scheme which 
guarantees deposits in the event of a bank crisis 



Costings + 
Measure 

Descriptions 



What is a costing? 
A costing is an assessment against a budget 
baseline of the estimated change to the fiscal 
position from a policy decision 
 

 It usually includes: 
• Direct ‘static’ impacts 

• Direct Behavioural impacts 

It generally doesn’t include 

• Broader ‘2nd round’ economic 
impacts 

Increased tax on each cigarette sold 

Reduction in cigarette sales 

Lower company profits 
Lower company tax revenue 

Reduced health costs’ 

Example – Tobacco tax increase 

Grey area 



Costing 
 

 

 Revenue 

Related  
Expense 

Capital  

Current year + 4 (forward estimates) 

Medium 
term 

 
‘Out 

years’  
 



What do the numbers mean? 

Revenue 
 

A positive number 
= 

An increase in revenue 
(better fiscal position) 

 
 

A negative number  
= 

A decrease in revenue 
(worse fiscal position) 

Expense 
 

A positive number 
= 

An increase in expense 
(worse fiscal position) 

 
 

A negative number  
= 

A decrease in expense 
(better fiscal position) 

Capital 
 

A positive number 
= 

An increase in capital 
expenditure + 

an increase in assets 
 
 

A negative number  
= 

A decrease in capital 
expenditure +  

a decrease in assets 
 



Measure description 

Multiple  
changes 

Proposed start date 
Fiscal impact 

Further information 



Things to keep in mind 
• Measures are costed over 4 years, but what 

happens over the out-years/medium-term 
may be just as important 

• The detail may not be in the measure 
description. It may be outlined elsewhere or 
ultimately in the legislation 

• Money isn’t raised or spent without a 
legislative basis 
 
 
 





 

Specific

National Partnership Agreements

SPPs Health 
Reform

Quality 
Schools

Housing 
&

Homeless

National Partnerships

Support 
Delivery

Facilitate
Reform Reward 

General

GST

Other

ACT 
Municipal

Reduced 
Royalties

Royalty 
Payments

Snowy 
Hydro

$55.6 billion $63.1 billion 

Total for 2017-18:  $118.741 billion [MYEFO] 





Agency resourcing 



Special accounts 



Staffing levels 



Outcomes statements 



Additional documentation 
Portfolio 

Portfolio Budget Statements 
and Additional Estimates 
• Resourcing (link to BP4) 
• Measures 
• Outcomes and 

programmes 
• Financial Statements 

Whole of Government 

• Mid Year Economic and 
Fiscal Outlook 

• Pre-election Fiscal 
Outlook 

• Final Budget Outcome 
• Monthly reporting 

 



Part 3: Economic Outlook 
 
Dr Jonathon Deans 

  



Outlook for the  
domestic economy 



Private investment 
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Gross domestic product 
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Inflation 
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RBA Cash Rate 

0.00

1.00

2.00

3.00

4.00

5.00

6.00

7.00

8.00

1997 2002 2007 2012 2017

Pe
r c

en
t 



Employment 
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Participation 
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Unemployment 
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Wages 
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Outlook for the  
global economy 



Major trading partners 
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Global growth 
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Uncertainties 

China

Japan

United States

Republic of Korea

United Kingdom

New Zealand

India

Singapore

Thailand

Germany



Commodity prices 
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Headline figures 

0

1

2

3

4

5

1997 2002 2007 2012 2017 2022

Pe
r c

en
t 

CPI GDP



Headline figures 
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More information 

Email: libraryenquiries@aph.gov.au 
 

Or 
 

Call: x 2460 
(Jonathan Chowns, Director) 

mailto:libraryenquiries@aph.gov.au
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