APPENDIX B: PARAMETERS AND FURTHER
INFORMATION

This appendix provides information on the parameters used in producing this Budget
Paper.

Budget Paper No. 1: Budget Strategy and Outlook 2011-12, Statement 2: Economic Outlook,
provides information on the forecasting approach used in the 2011-12 Budget as well
as estimates and projections of GDP and CPI.

POPULATION

Population data is used to distribute funding between the States and in the calculation
of annual growth factors.

Estimates of state populations

Table B.1 sets out the state population series used in this Budget Paper.

Table B.1: Population by State, at 31 December

million NSW VIC QLD WA SA TAS ACT NT Total
2010 7.277 5.587 4.552 2.316 1.652 0.510 0.361 0.231 22.486
2011 (a) 7.360 5.675 4.641 2.366 1.667 0.514 0.366 0.235 22.824
2012 (a) 7.445 5.764 4.731 2.416 1.683 0.518 0.371 0.240 23.168
2013 (a) 7.530 5.855 4.821 2.467 1.699 0.523 0.377 0.244  23.515
2014 (a) 7.616 5.945 4.912 2.518 1.715 0.527 0.382 0.248  23.864

(a) Treasury estimates.

The state populations for 2010-11 to 2014-15 are estimates of the population of each
State on 31 December in the respective year. They are constructed using the latest
demographic data available from the Australian Bureau of Statistics (ABS) and
Treasury assumptions. These assumptions are in respect of fertility, mortality, net
overseas migration and interstate migration.

Fertility

Treasury’s assumptions about the total fertility rate (TFR) are based on those used in
the 2010 Intergenerational Report. The TFR is assumed to fall slightly to 1.9 from the
1.921 TER for 2009-10 (as reported by ABS in Demographic Statistics, Australia, September
Quarter 2010) and stay at that level for the remainder of the projection period.

Mortality

Treasury’s estimates are based on the medium assumption used in the ABS Population
Projections, 2006-2101 (ABS cat. no. 3222.0), and assume a continuing decline in
mortality rates across Australia, with state differentials persisting. Overall, mortality is
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assumed to decline to the year 2013, at the rate observed over the period 1971-2005,
from the level observed in the latest death registration data for 2009-10.

Net overseas migration

Net overseas migration is the difference between permanent and long-term arrivals,
and permanent and long-term departures.

Increased volumes of international movements across Australia’s borders, changes to
the composition of international visitors and their duration of stay behaviour and
international travel patterns of Australian residents (including duration of absence and
frequency of travel) make estimates of net overseas migration difficult.

In the 2010 Intergenerational Report net overseas migration was assumed to fall
relatively sharply from an average of around 244,000 a year over the three years to
June 2009 to 180,000 a year from 2012. The decline in net overseas migration has been
larger than expected at the time the Intergenerational Report was released. Net
overseas migration is now expected to dip below the long term Intergenerational
Report assumption of 180,000 per annum in the years ending December 2010 and 2011,
before returning to the long term assumption.

Table B.2 shows the net overseas migration assumptions used in this Budget Paper.

Table B.2: Net overseas migration

2010 2011 2012 2013 2014
Net overseas migration, Australia 177,000 175,000 180,000 180,000 180,000

State and territory shares of net overseas migration are estimated by using a weighted
average of the three most recent observed years — 2008, 2009 and 2010 — with weights
of 1, 2 and 4 respectively.

Interstate migration

Treasury’s estimates of net interstate migration are based on a weighted average of the
three most recent observed years — 2008, 2009 and 2010 — with weights of 1, 2 and 4
respectively.

Table B.3: Net interstate migration

NSW VIC QLD WA SA TAS ACT NT Total
2011 -18,400 200 17,200 4,700 -4,400 500 -100 300 0
2012 -18,400 200 17,200 4,700 -4,400 500 -100 300 0
2013 -18,400 200 17,200 4,700 -4,400 500 -100 300 0
2014 -18,400 200 17,200 4,700 -4,400 500 -100 300 0
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AGE/GENDER-WEIGHTED POPULATIONS

Treasury’s estimates of state population have been used to calculate the population
weighted for hospital utilisation for different age/gender cohorts. The weighted
hospital utilisation forms part of the growth factor for the National Healthcare Specific
Purpose Payment (SPP).

Table B.4: Age/gender-weighted population
million 2010 2011 2012 2013 2014
Weighted population, Australia 22.755 23.253 23.757 24.259 24.769

SCHOOL ENROLMENTS

Student enrolment projections are based on a 99 per cent grade progression ratio
model and take into account movements between government and non-government
sectors. Student enrolment data do not take into account future economic, migration or
policy changes. They are used in calculating estimates of the growth factor for the
National Schools SPP.

Table B.5: School enrolments
million 2010 2011 2012 2013 2014
FTE enrolments, government schools 2.282 2.289 2.300 2.321 2.352

WAGE AND COST INDICES

Table B.6 shows the wage and cost indices used in this Budget Paper, rounded to the
nearest quarter.

Table B.6: Wage and cost indices

per cent 2010-11 2011-12 2012-13 2013-14 2014-15
Average government schools

recurrent costs 7 3/4 6 6 6 6
Health specific price index 31/4 31/4 31/4 31/4 31/4
Health technology index 11/4 11/4 11/4 11/4 11/4
Wage cost index - 1 11/2 13/4 2 13/4 2
Wage cost index - 6 13/4 21/4 21/2 21/2 21/4

DATA SOURCES

The information in Part 4 and Appendix E of this Budget Paper is consistent with the
ABS Government Finance Statistics reporting framework for the public sector.
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Commonwealth data are sourced from the Commonwealth Government Final Budget
Outcomes, ABS, and Commonwealth Government Consolidated Financial Statements.
See Budget Paper No. 1: Budget Strategy and Outlook 2011-12, Statement 10: Historical
Australian Government Data, for more information.

State data for 2010-11 onwards are sourced from States” 2010-11 mid-year financial
reports, with the exception of Victoria, the Australian Capital Territory and the
Northern Territory which are sourced from 2011-12 Budgets.

Commonwealth Government budget aggregates have been backcast to 1999-2000
(where applicable) for recent accounting clarification changes that require revisions to
the historic series, ensuring that data are consistent across the accrual period from
1999-2000.

The 2011-12 Budget also includes revisions to Commonwealth Government budget
aggregates that improve the accuracy and comparability of the data through time. See

Budget Paper No. 1: Budget Strateqy and Outlook 2011-12, Statement 10: Historical
Australian Government Data, for more information on these revisions.

FURTHER INFORMATION

Several publications of the ABS also provide information that is relevant to analysing
federal financial relations, including:

* Australian Demographic Statistics (cat. no. 3101.0);

* Population Projections, 2006-2101 (cat. no. 3222.0);

» Taxation Revenue, Australia (cat. no. 5506.0);

*  Government Finance Statistics, Australia (cat. no. 5512. 0);

» Australian System of Government Finance Statistics — Concepts, Sources and Methods
(cat. no. 5514.0);

* Information Paper: Developments in Government Finance Statistics (cat. no. 5516.0); and
 Information Paper: Accruals-Based Government Finance Statistics (cat. no. 5517.0).

Several publications by the Commonwealth Grants Commission can also provide
information relevant to the analysis of federal financial relations relating to the
distribution of GST revenue. In relation to the 2011-12 financial year, the relevant

publication is:

* Report on GST Revenue Sharing Relativities — 2011 Review.
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