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Appendix 1A 

Paper Prepared for the Office of Jim Snow in 1995  
 

 

The following is an updated version of a paper titled 'The Case for the Abolition of State and 

Territory Governments with a Focus Upon the Cost Savings Achievable through a Move to a 

System of Regional Government', originally prepared for the office of Federal MP Jim Snow in 

September 1995 (Drummond 1995), as amended in 1997 (and slightly corrected further here).  

Page numbers here do not correspond with those of the original working paper. 

 

 

 

1. INTRODUCTION 
 

In November 1993 and February 1994, Mr Jim Snow, the Federal Member for Eden 
Monaro, was joined in the House of Representatives by colleagues (especially the 
member for Melbourne, Mr Lindsay Tanner) in describing the enormous problems and 
ongoing costs that have arisen due to our federal system of government.  The House 
was asked to call upon the Executive to initiate action to phase out the State 
governments and move toward a new system of government comprising a national 
government and perhaps 30 or so regional assemblies which would replace the State 
governments.  To date the House has not voted on the matter. 
 

Since those representations, research has been conducted aimed at estimating the 
cost, in dollar terms, of maintaining the present federal structure, and hence the 
savings that can be achieved by abolishing the State governments, and establishing a 
new regional system of government. 
 

The financial costs of the present system of government arise primarily due to the vast 
extent of overlap and duplication that exists between the three tiers of government.  
Statistically supported estimates of the costs of such duplication appear later in this 
report.  A related issue is that of scale and the fact that smaller constituencies such as 
Tasmania and the Northern Territory cost, on a per capita basis, much more than the 
larger States and the nation as a whole. 
 

Very substantial costs also arise due to the differing and often conflicting standards in 
laws and commerce generally, and in the systems of education, health, transport and 
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so on.  Some States have proven to be far better than others in their financial 
management and service delivery.  A central issue here is therefore that of best 
practices in government.  It is surely clear by now that in an increasingly competitive 
global environment, national governments can only safeguard the living standards of 
their citizens if they (1) are committed to world best practices in public service delivery, 
and (2) encourage and allow the private sector also to adopt world best practices, and 
both of these essential requirements are lacking in the present system of eight State 
and Territory governments.   
 

It would be nice to think that we can afford to support the States and Territories to 
continue doing 'their own thing', but that would inevitably result in Australia's taxpayers 
subsidising those governments whose performance, in 'doing their own thing', proved 
more costly and less effective than the better performing States and Territories.  Such 
absurdly expensive tax burdens are destructive to Australians both directly, through 
inflated household tax burdens, and indirectly in terms of the jobs which businesses 
cannot afford to provide due to the enormous tax burden they are subjected to by State 
governments.   
 

Yet even if Australian businesses were keen to adopt world best practices - as most 
are of course, they all too often simply cannot afford to implement them as a direct 
result of their profit margins being so devastated by State government taxation.  And in 
the wake of the rapidly expanding Asian Tiger economies and European and American 
economic cooperations, Australia's sustainment of high living standards more and more 
depends upon the capacity of Australia to reach and maintain world best practice 
standards in both the public and private sectors. 
 

The problems under address here have clearly been to the detriment of Australia's 
employment situation.  And it is not surprising that among the biggest advocates of a 
move to a two-sphered system of government is the Australian Business Council, 
which, in at least two recent publications, has made clear the enormous problems with 
our present federal structure.  Progressive liberals such as former Minister Ian 
Macphee have also expressed the imperatives of a move to a modern system of 
government comprising national and regional spheres. 
 

The gravity of the cost sources introduced here will be made clear as some of the key 
findings of the research conducted on this matter are now presented. 
 

This research has been carried out using Census and Financial Estimates data from 
the Australian Bureau of Statistics, as well as budget papers of the State, Territory and 
Federal governments.  Statistics on staffing and salary levels in the State, Territory, 
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Local and Federal components of the public sector have also been used in the 
estimation process. 
 

Data from the five financial years 1990/91 through to 1994/95, CPI adjusted as 
appropriate, have been examined in order to provide greater confidence in the cost 
estimates derived. 
 

All  money values stated here are per annum values expressed in June 1994 terms. 
 
 

2. DUPLICATED OVERHEAD COSTS OF GOVERNMENTS 
 

To assess the costs of our present structure it has been appropriate to apply an 
accounting model in which a government's operating costs are divided into firstly fixed, 
or overhead, costs, and secondly, variable costs.  In this context, the overhead costs of 
running a government are those costs which have to be met irrespective of the size of 
the constituency over which the government presides.  So, according to this model, the 
overhead costs incurred by the Tasmanian government will be the same as for New 
South Wales.  Variable costs are those costs which accrue in proportion to the scale of 
operation of a particular function, and so on a per capita basis.  These should be the 
same for each State and Territory, and are in effect assumed so in the statistical 
analysis carried out.   
 

The aim under this approach is to derive expressions for State and Territory 
government outlays (E) in the mathematical form 
 

   E = FC + VC x p   .... (1) 
 

where E is the expenditure (in terms of outlays) of a State or 
Territory government, 

  
 FC is the fixed cost, or overhead cost, incurred by a State or 

Territory government, 
 

 VC is the variable cost incurred by a State or Territory 
government per capita 

 

and p is the population of a State or Territory  
 

Equation (1) above shows that if government expenditure patterns fit the pattern of this 
fixed cost/variable cost model, then a graph showing expenditure (that is, outlay) 
figures and populations of the various States and Territories should be a straight line 
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graph with (in the terms of High School mathematics) a vertical axis intercept of FC and 
a gradient (or slope) of VC. 
 

For the purposes of this current research project, values of FC and VC are determined 
through the application of statistical linear regression techniques to government outlay 
and population data for the various States and Territories.  The linear regression 
technique is ideally suited to this case because the results of the regression process 
are mathematical expressions of the exact same form as equation (1) above. 
 

The results that follow are explained in detail through the use of explanatory end-notes 
in Appendix A, which follows the main body of the report.  
 

Applying a statistical linear regression technique to just State and Territory government 
outlays and population data, it has been estimated that the average fixed, or overhead, 
cost associated with each State and Territory government is 547 million dollars, and 
that of States considered alone, 633 million dollars.  It is similarly estimated that the 
variable cost associated with running State and Territory governments is approximately 
4120 dollars per person, and that of States alone, 4100 million dollars per person. 1  
 

Graphs 1 and 2 in Appendix B show how these figures are obtained using the outlay 
and population data. 
 

The highness of statistical correlation achieved in the analysis here (a correlation 
coefficient of 0.9961 is achieved when States and Territories are considered together, 
whereas a coefficient of 0.9946 is obtained for the 'States only' analysis) suggests that 
it is indeed highly appropriate to use population as a unit of cost. 2 
 

Applying a similar technique to State and Territory government outlays combined with 
local government outlays, it has been estimated that the overhead costs associated 
with State and Territory and local governments combined, including local government 
functions, is 453 million dollars, and that of States alone, 518 million dollars. 3  It is 
similarly estimated that the variable costs associated with State and Territory 
governments is 4550 dollars per person, and that of States alone, 4530 million dollars 
per person.  
 

From these results, and taking account that the ACT uniquely combines local and State 
government functions, the statistics derived suggests that the overhead costs of the 
ACT and Northern Territory are approximately 234 and 344 million dollars respectively, 
which other statistics suggest are probably conservatively on the low side. 4  
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Now ideally, the Australian taxpayer would be burdened not with eight lots of overhead 
costs associated with the eight State and Territory governments, but just one lot of 
such costs, so that the directly duplicated overheads associated with seven of the eight 
States and Territories could be eliminated on grounds of being entirely wasteful.  
Equivalently, the overhead costs of seven of the eight States and Territories can be 
viewed as governmental duplication costs of the kind sought. 
 

It is hence found that the overhead duplication costs of the State and Territory 
governments, viewed collectively, are approximately 3.8 billion dollars in total.  And 
from a statistical viewpoint there is 95 per cent confidence that this duplication costs 
estimate lies somewhere between 1.3 and 6.8 billion dollars. 5 
 

It is similarly found that the overhead duplication costs of the State and Territory and 
Local governments combined, are approximately 3.2 billion dollars in total, with 95 per 
cent confidence that this figure lies somewhere in the range between 1.1 and 6.0 billion 
dollars. 6 
 

The statistical analysis carried out here suggests that these estimates are somewhat 
conservative and that duplication costs are actually somewhat greater than the 3.8 and 
3.2 billion dollar figures indicated here; an improved estimate will now be described. 
 

The statistical analysis carried out here has examined not only total expenditure levels 
of the State and Territory governments (considering the cases both with and without 
local government components), but also the expenditure levels of the State and 
Territory Governments within each of the 13 purpose classifications (excluding 
defence) used for standard budgetary presentation and financial outlays statistics for all 
levels of Australian government, these being: 
 

 General Public Services, 
 Public Order and Safety, 
 Education, 
 Health, 
 Social Security and Welfare, 
 Housing and Community Services, 
 Recreation and Culture, 
 Fuel and Energy, 
 Agriculture, Forestry and Fishing, 
 Mining, Manufacturing and Construction, 
 Transport and Communications, 
 Other Economic Affairs, 
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and Other Purposes. 
 

The figures used in the research are those presented in the Australian Bureau of 
Statistics Government Financial Estimates publication (Catalogue Number 5501.0). 
 

Carrying out the linear regression analysis on data from 1990/91 to 1994/95 for these 
13 individual purpose areas suggests the following overhead cost values of State and 
Territory governments alone (that is, excluding local government contributions due to 
the lack of data on the breakdown of Local government expenditures in these areas by 
State and Territory).  
 
Purpose Area    Overhead  95 % confidence  
       Estimate  range   
      ($ million)  ($ million) 
General Public Services   198   67 to 421  
Public Order and Safety   37   13 to 84 
Education     88   30 to 154 
Health      96   32 to 181 
Social Security    -36   -100 to 29 
Housing and Community Amenities -41   -133 to 51 
Recreation and Culture   44   15 to 107 
Fuel and Energy    8.6   2.9 to 123 
Agriculture and Forestry   20   6.8 to 60 
Mining, Manufacturing & Construction 27   29.2 to 45 
Transport and Communication  -35   -235 to 165 
Other Economic Affairs   15   5.2 to 83 
Other Purposes    126   43 to 401 
  
The negative overhead estimates achieved for Social Security, Housing and 
Community Amenities and Transport and Communication reflect the overhead-variable 
cost model upon which the regression analysis is based is not suitable for these 
purpose areas.  These purpose areas correlated relatively poorly with population, which 
suggests that population is a poor basis of unit (that is, variable) cost for these areas, 
and so the overhead estimates derived in these purpose areas cannot be viewed as 
valid.  This is intuitively reasonable in the case of Transport and Communication in 
which expenditure might be expected to correlate more highly with land area than 
population, though admittedly perhaps less so for Social Security and Welfare and 
Housing and Community Amenities. 
 

It is important to recognise that as a point of fact, all government purposes will have 
associated with them positively valued overhead costs.  The view that overhead costs 
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should be evident in Social Security and Welfare and Housing and Community 
Amenities purpose areas is supported by the formulations of the Commonwealth 
Grants Commission.  In Volume 2 of its Working Papers on General Revenue Grants 
relativities for the period 1989-90 to 1993-94, it is recognised that Welfare, Community 
Development and Housing functions are indeed affected by scale, which implies that 
these functional areas incur significant overhead costs. 7 
 

Now adding the positively valued overhead estimates in the table above suggests a 
total overhead figure of approximately 651 million dollars for the States and Territories 
on average, which would be greater if values for the remaining three purpose areas 
could be ascertained.  On this basis, a revised estimate of the duplicated overhead 
costs of the State and Territory governments is 4.6 billion dollars, with 95 per cent 
confidence that a saving between 1.6 and 11.6 billion dollars could be achieved if this 
area of cost duplication was eliminated. 8 
 

But these figures are only the start.  Conceptually, these figures represent the savings 
which could be achieved if the States dissolved into one large State government, 
retaining all of the functions currently carried out by State and Territory governments, 
which would exist in parallel with a Federal government carrying out the functions of the 
present federal system.  But these estimates of savings of around 3 to 5 billion dollars 
assume that all of the mediocrity and wastefulness present in the current system are 
retained.  The next stage of the cost estimation process examines the savings that 
could be achieved if the practices of States and Territories which appear to be doing a 
better job than the others are expanded to be adopted Australia wide when the States 
are abolished. 
 
 

3. SAVINGS ESTIMATES BASED ON SIMPLE  
PER CAPITA EXPENDITURE LEVELS 

 

Per capita expenditures of the State and Territory governments have been examined 
both as a whole and also in each of the 13 major purpose areas (that is, education, 
health and so on) listed earlier, in order to estimate the savings that could be achieved 
by bringing all States up to the standard of the best State in each area of these 
functional areas. 
 

Viewing CPI adjusted State and Territory expenditures as a whole for the financial 
years 1990/91 through to 1994/95 it is found, for example, that where the running of all 
State and Territory governments has cost Australian taxpayers approximately 4400 
dollars per capita on the whole, Queensland has managed on approximately 3900 
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dollars per capita, Victoria on approximately 4200 dollars per capita and New South 
Wales approximately 4300 dollars per capita.  For comparison, the governments of 
Tasmania and South Australia have each cost slightly over 5000 dollars per capita.  
Whilst some of the variation in these figures can be explained by the size of the States 
and Territories, and by differing expenditure priorities of the various governments, these 
figures nevertheless show yet further evidence of the savings achievable through the 
abolition of the State governments.  If the Queensland Expenditure levels were 
matched Australia wide, some 8.1 billion dollars could be saved, much of which would 
be in addition to the overhead duplication cost savings mentioned earlier, suggesting 
an overall saving of some 11.3 billion dollars. 9  A simple mathematical formula has 
been used to prevent double counting in these savings estimates.  Statistics suggest 
that one can be 95 per cent confident that this 11.3 billion dollar figure lies somewhere 
in the range between 4.8 and 25 billion dollars. 10 
 

But even greater savings to Australian household and business taxpayers are predicted 
when the State and Territory government expenditure patterns within the various 
government purpose areas are viewed individually.  In each of these 13 purpose areas, 
the overall and per capita expenditures of each State and Territory, and Australia as a 
whole, have been calculated for the financial years 1990-91 through to 1994-95. 
 

The results for the different States and Territories in each purpose area were then 
compared and the per capita outlays found to be the least of all State and Territory 
governments are identified as benchmark figures.  It is of course recognised that States 
and Territories spending the least in per capita terms in a particular purpose area are 
not necessarily displaying the best combination of service delivery and financial 
management in these areas, but as a starting point, minimum per capita outlays are 
used as benchmark best practice figures for comparative purposes. 
 

Anomalously low expenditure statistics, such as exist, for example, in the ACT in the 
purpose areas of Agriculture and Forestry and Mining, Manufacturing and Construction, 
are set aside in order that the minimum expenditure figures used are based upon 
States in which the purposes operate on a large scale - that being one comparable to 
other States and Territories in terms of outlay levels. 
 

It is found that there has been substantial variation in expenditure patterns among the 
States, and that per capita expenditures are of course very high indeed in the less 
populous States and Territories where economies of scale are not achieved and the 
extravagant expense of State style government is therefore most apparent. 
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In each of these 13 functional (or purpose) areas we have identified the State or 
Territory which has carried out its functions at the least expense on average over the 
five year period under examination.  We find, for example, that New South Wales has 
been least expensive in its provision of General Public Services, whereas Victoria's 
Public Order and Safety and Education expenditures have been the lowest of all States 
and Territories.  Queensland has been the least expensive provider of services in the 
areas of Health, Social Security and Welfare, and Housing and Community Amenities.  
According to our calculations, if each of these least cost providers expanded their 
operation to the whole of Australia, the cost of Australian government would reduce by 
approximately 14.3 billion dollars, with the lower and upper confidence limits of this 
figure being 6.5 and 19.2 billion dollars respectively, and hence suggesting an overall 
saving of approximately 17 billion dollars when the overhead duplication costs 
mentioned earlier are also taken account of.  Our statistics suggest that the 95 per cent 
confidence limits of this 17 billion dollar figure are approximately 7.5 and 26 billion 
dollars. 11 
 

It is worth noting here that shortly after taking office, the present Victorian Government 
commissioned the Victorian Commission of Audit to the task of studying how Victoria's 
performance in financial management and government service provision and efficiency 
compared with the other States and Territories, and on the basis of the methodology 
employed therein, Professor Neville Norman, from Melbourne University's Economics 
Department, among others, has suggested that the adoption of world best practice 
benchmarks in all Australian States and Territories could achieve annual cost savings 
of approximately 3 billion dollars (with 95 per cent confidence intervals of approximately 
2.9 and 3.4 billion dollars). 12  But this figure assumes that the current system of 
government remains and so does not take account of the additional 4 billion dollars or 
so that could be saved by eliminating the duplicated overhead functions of the States 
and Territories.   
 

Professor Norman stated this 3 billion dollar potential saving figure in a document 
prepared for the Australian Business Council titled 'Refocusing Fiscal Reform - an 
analysis of the fiscal crisis in Australian States: how we can avoid it, learn from it and 
restore Australia's international standing', in which he also proposed the abolition of 
State governments. 
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4. COSTS OF A NEW SYSTEM OF REGIONAL GOVERNMENT 
 

The very substantial savings that could be achieved by reducing the duplication that 
presently exists between the State and Territory governments as a whole and the 
Federal government are still to be addressed.  But before turning to that key issue, a 
scheme for estimating how much a new regional system of government might cost shall 
now be pursued.  It is all very well to say that some 10 to 15 billion dollars could be 
saved by removing the duplication of the States and raising financial management 
standards to best practice benchmarks throughout Australia.  It is also necessary that a 
new system of government will be sufficiently affordable to make a move toward such a 
system well worthwhile. 
 

Of all of the provincial governments in Australia, the ACT Assembly is that which might 
be expected to most closely reflect what a regional government might be like if we 
replace the States by a system of regional governments.  The ACT government is of 
interest particularly in terms of the synergies it achieves through combining traditional 
State and local government functions.  And the people of the ACT are the only citizens 
in Australia who are spared from the buck passing between Local, State and Federal 
governments that has an immensely adverse effect on the quality of governmental 
service delivery throughout this country. 
 

On the basis of recent population statistics, Australia's population at June 1994 was 
some 59.3 times greater than that of the ACT, and if the ACT's 1994/95 Government 
outlays figure is multiplied by this figure of 59.3, a figure of 75.5 billion dollars is arrived 
at, which is some 7.9 billion dollars less than the overall figure spent at the State, 
Territory and Local government levels throughout Australia as a whole (excluding 
expenditure in the Agriculture, Forestry and Fishing purpose area in which the ACT has 
shown zero outlays throughout the period 1990/91 to 1994/95 under analysis). 13  With 
the use of data from the years 1990/91 through to 1994/95 it is similarly found that on 
average, the ACT's per capita expenditures are almost exactly 8 per cent less than the 
Australia wide per capita expenditure on State, Territory and Local Government 
combined (or about 6 per cent less if outlays on Agriculture, Forestry and Fishing are 
discounted as is appropriate).  These figures suggest that if a system comprising 
around 60 ACT style governments were established throughout Australia, in place of 
the States, cost savings of approximately 5.1 billion dollars could be achieved. 14  And 
if 30 regions, being on average roughly twice the ACT's population (hence around the 
600,000 mark) were put in place, then assuming that the ACT's overhead costs are 
around the 234 million dollar mark (see Note 4 in the Explanatory Notes at the 
conclusion of the report), a 30 region system should be a further 7.0 billion dollars less 
expensive again than a system of around 59 or 60 regions, hence suggesting that 



 1A-11 
 
 

 

some 12.1 billion dollars could be saved by moving toward a system comprising 30 
regional governments based upon an expanded ACT model. 15  If anything, this 12.1 
billion dollar figure probably understates the savings achievable by the establishment of 
ACT style governments throughout Australia.  Firstly, the overhead costs assumed are 
much lower than for the State governments when in fact they might well be closer to 
those of the States in actuality - after all, the ACT government, like its State 
counterparts and the Northern Territory undertakes the very costly administration of its 
own legal, education and health systems and so on.  If the average State and Territory 
overhead cost figures  derived (of around $547 million) are used, statistics suggest that 
a 30 region system of the kind described here would save around 20 billion dollars, 
although it is accepted that this figure is almost certainly an overestimate.  However, 
this 12.1 billion dollar figure assumes that new regional governments retain all of the 
government functions the States are presently responsible for.  Yet greater savings 
could clearly be achieved if the abolition of the States is accompanied by the long 
overdue move to a single national system of law, education, accounting and so on.  
Straight multiplication reveals that every $50 million reduction in overhead costs would 
yield $1.5 billion in savings Australia wide in a 30 region system, and in light of the 
overhead cost estimates presented earlier (see page 7), savings of this order could 
readily be achieved if such functions as law and education were responsibilities of the 
national government rather than sub-national governments, such as the States in the 
present system.  Such additional changes might well yield savings closer to the 20 
billion dollar mark. 
 

Some might suggest that the savings suggested here are artificial to the extent that the 
ACT's physical and human geography departs from that of Australia as a whole.  In 
particular it can be validly argued that there are substantial cost disadvantages 
associated with widely dispersed populations of the kind found in much of Northern and 
Western Australia, and Australia as a whole. 
 

In response to concerns as to the validity of savings estimates based purely on the 
ACT model, an alternative cost savings approach has been developed as will now be 
described. 
 

By solving simultaneous equations of the kind children tackle in High School, it is found 
that a combination of 12.18 regions of the ACT's population and land area, and a 
further 4.43 regions of Queensland's population and land area, will have a total land 
area and population equal to that of Australia as a whole.  Accordingly, when 4.43 lots 
of Queensland's combined State and Local Government expenditures are added to 
12.18 lots of the ACT's expenditures, again using average figures for the five years 
considered here, the sum total of this combination is some 6.8 billion dollars less than 
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the total Expenditure (a CPI adjusted average of the 1990/91 to 1994/95 figures) of all 
State, Territory and Local Governments.  The 95 per cent confident limits for this $6.8 
billion figure are $3.1 and $14.0 billion.  A figure of 6.0 billion dollars is achieved if local 
government expenditures are excluded from consideration here, with $2.7 billion and 
$13.3 billion confidence limits.  Taking into account the fact that the ACT does not 
outlay on Agriculture, Forestry and Fishing suggests that these potential savings 
estimates should be reduced, but by no more than about $0.3 billion. 16  
But again, these savings estimates would well underestimate the figure that would arise 
if law, education and so on are transferred to the federal government, and it also fails to 
show the benefit of the very substantial synergies clearly achievable through combining 
State and local type functions as is done in the ACT but not in Queensland.  Further 
savings could be achieved through an elevation to world best practice benchmarks in 
government service delivery as well, even taking into account that Queensland has 
shown itself to be the best performed State overall already.   
 

It is indeed impressive that the ACT government runs at per capita expenditure levels 
comparable to the big three States - despite the substantial scale disadvantage that 
arises out of its small size.  It is also perhaps more than just coincidental that the ACT 
and Queensland, which consistently receive good economic report cards relative to the 
other States and territories have just a single chamber of government, the Queensland 
government having abolished its Upper House.  It would of course be appropriate for 
regions in a new system to be governed by just single regional assemblies.  The move 
to a new system would also afford the opportunity to at long last amend the federal 
Senate representation so that it more closely reflect the notion of one-vote-one-value 
which is at the very core of democracy and appallingly lacking in the present system in 
which Tasmania and the New South Wales have equal Senate representation. 
 
 

5. DUPLICATION BETWEEN THE STATE AND TERRITORY 
GOVERNMENTS CONSIDERED NOW AS A SINGLE WHOLE, AND THE 

FEDERAL GOVERNMENT 
 

Thus far discussion has described the savings that could be achieved principally 
through three major means, namely: 
 

(1) the removal of duplicated overhead government costs, which has been 
estimated as approximately 4.6 billion dollars, with 95 per cent confidence 
intervals of approximately 1.6 and 11.6 billion dollars; 

 

(2) the elevation to best practice benchmark standards in terms of State, 
Territory and Local Government financial management and service 
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provision, which could be expected to yield savings in the order of 14.3 
billion dollars (with 95 % confidence intervals of 6.5 and 19.2 billion 
dollars) 

and 
(3) a move toward a system of regional government comprising perhaps 30 

or so regions, based broadly upon the ACT model, which in itself would 
yield savings in the order of 12 billion dollars; an estimate of $12.1 billion 
has been determined with confidence limits of $8.5 and $22.3 billion 
dollars. 17 

 
The above figures suggest, so far, that the minimization of government overheads, 
elevation to best practices Australia wide, and adoption of a system comprising some 
30 regional governments, could be expected to achieve a total saving almost certainly 
in the range between 10 and 25 billion dollars, and probably in the range between 15 
and 20 billion dollars. 
 

But these figures still assume that the State or Regional governments retain all of the 
government functions currently carried out by State and Territory governments, in 
addition to local government functions. 
 

As mentioned earlier, yet further savings could be achieved by transferring law, 
education, health and so on to the federal government.  This would facilitate a 
substantial reduction in the overhead costs of a regional style of government.  The 
statistical analysis carried out here has suggested that the overhead costs of the State 
and Territory education and health are 88 and 96 million dollars respectively, so if these 
functions, along with the formal legislative (that is, law making) role, are transferred to 
the federal government, in which case regional governments would have much less 
costly roles in these areas, a 100 million dollar overhead reduction should be readily 
achievable, which would yield a further saving of 3 billion dollars in a 30 region system. 
 
 

6. FURTHER SOURCES OF SAVING 
 
According to the 1991 Census (at page 18): 
 

at 6 August 1991, 780,000 people were living in a different State from that in 
which they were living at 6 August 1986. 
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The above statistic does not reflect the full extent of internal migration because it does 
not distinguish those people who have moved interstate more than once during the 
Census period. 
 

Applying a simple probabilistic model to this figure suggests that over a 20 year period, 
about 17 per cent of Australian citizens will have moved interstate at least once; over a 
40 year period the figure is 31 per cent, and in times of increasing mobility and a 
commercial world which increasingly ignores arbitrary borders such as those presented 
by the States, it seems inevitable that interstate movements will become more frequent 
in the future. 18 
 

And every time an individual or family moves interstate it would be possible to identify 
costs incurred in terms of lost time, actual financial expense, and very real trauma in 
the case of children settling into often unfamiliar schooling programs, which would not 
be incurred if Australia had standardised education and legal systems and so on. 
 

It is difficult to quantify exactly how much time and money is wasted due to interstate 
movements and the confusion that arises out of the inconsistencies between the 
various State and Territory government systems (that is, in education, law and so on), 
but if, for example, it was hypothetically assumed that Australian adults wasted just 2 
hours per year as a result of absurd differences and inconsistencies between the 
States, and assigned a nominal 10 dollar per hour value to this time, then this alone 
constitutes a cost of some 250 million dollars per year. 
 

Further substantial savings could be achieved in the legal and accounting professions if 
laws and accounting standards were made a federal responsibility.  There are presently 
approximately 40,000 lawyers and 100,000 accountants employed in Australia and a 
substantial part of their work (particularly in the case of lawyers) involves resolving and 
reconciling differences that exist between the various State systems.   
 

To determine what percentage of lawyers' professional time is attributable to their 
having to deal with differences in State systems one might start by examining some 
legal text books in order to ascertain a rough idea of the proportion of subject matter 
which would become obsolete if law was made a federal responsibility.   
 

If just 3 percent of lawyers' time and 1 per cent of accountants time are wasted in 
having to contend with absurd inconsistencies which arise between the various State 
and Territory systems in these fields, then (assuming that lawyers and accountants 
earn an average of $40,000 and $30,000 respectively per annum) a 70 million dollar 
saving could be achieved, which would again translate into savings to the taxpayer and 
citizens and business generally.  
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7. RELIEVING THE BURDEN UPON THE TAXPAYER - MORE FOOD 

ON THE TABLE AND MORE JOBS 
 

This report thus far suggests that savings of at least 10 billion dollars per annum, and 
more likely closer to 20 billion dollars per annum, could arise through the combined 
effect of abolishing State and Territory governments and installing in their place 
perhaps 30 or so regional assemblies based on a modified ACT Assembly style model. 
 

And if say 15 billion dollars are saved relative to present expenditure patterns this 
would constitute enormous savings to household taxpayers, which would directly 
improve the capacity of individuals and families to secure their basic needs and living 
standards.  A 15 billion dollar saving represents a saving of in the order of 2000 dollars 
per full time equivalent taxpayer. 
 

And much of these savings would be passed on to business due to the reduction in 
government revenue that would need to be raised through business taxation.  Such 
savings would make businesses much more profitable, and hence able to provide many 
more jobs for Australians in a future economic environment in which it will be an ever 
increasing challenge to keep Australians in the workforce. 
 
 

8. THE ELIMINATION OF STATE GOVERNMENTS NEED NOT 
INCUR ANY PUBLIC SECTOR JOB LOSSES 

 

On the surface it would seem as though many jobs would be lost if the State 
governments were abolished - in particular those jobs held by State government 
employees. 
 

It is indeed likely that a new regional system would require vastly fewer senior 
executives and politicians and public servants generally in the 40,000 dollar plus 
income brackets. 
 

The vast, often self-generated and largely self-serving bureaucratic empires of the 
States would be eliminated, and regional governments would operate with lean 
administrative support levels and office holders on modest salaries compared with 
senior State bureaucrats at present. 
 

By examining data in Australian Bureau of Statistics publications and public service 
bulletins, it is estimated, for example, that if 30 per cent of Australian public employees 
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on salaries of 40,000 dollars a year and over are proportionately redistributed to jobs 
receiving annual salaries of less than 40,000 dollars, a cost saving of approximately 4 
billion dollars would be achieved, taking into account administrative expenses 
associated with all public salary earners; if this 30 per cent redistribution figure is 
increased to 50 per cent a figure close to 6 billion dollars could be achieved.  And a 
figure of some 8 billion dollars could be achieved if the cut-off salary for redistributive 
purposes was lowered from 40,000 dollars to 36,000 dollars.   
 

In addition to the obvious savings benefit through such a salary redistribution, this move 
would also go a long way to reducing the high degree of income inequality in this 
country, and would much more closely reflect the true needs of the community.  It is all 
very well that many highly paid State (and also Federal) public servants are very clever 
people who feel a certain entitlement to a level of remuneration commensurate with 
their self-perceived abilities, but if the public at large does not tangibly benefit from the 
work of such people, and this can be assured if but one counterpart of such a person is 
doing a better job in another State or Territory, then the taxpayer should not be 
lumbered with the tax bill for such people.  There can be no possible justification in 
having eight duplicated senior office holders in the different States and Territories all 
doing the same thing - and some better and some worse than others.  The taxpayer 
should only be burdened with the expense of one such person - that being the single 
best person for the job.  Whilst some State and Territory senior office holders are highly 
professional people, it is nevertheless without doubt that far too many senior 
bureaucrats owe their existence more to the incestuous and self-interested building of 
grandiose empires than to the presence of a bona fide societal need for their services.  
There is a place for people who place their self-interested ambitions ahead of that of 
the community at large - that place is called the private enterprise.  It seems to be that 
it is particularly at the higher levels of management that personal ambitions and egos 
combine to elevate the pursuit of self-interest above genuine public interests of the kind 
public servants are supposed to observe.  It is scandalous that so many taxpayers are 
burdened by the requirement of sponsoring excessive levels of power hungry self-
interested bureaucrats. 
 

In line with these salary based costs savings, additional vast cost savings could be 
achieved due to a reduced need for office rental space, the cost of which is much 
greater on average in the present State and Territory capitals than it would be on 
average if small regional assemblies were established throughout Australia - it is well 
known that rental charges are much lower in country Australia than in the capital cities.  
Yet further savings could be achieved by the synergistic combination of capital 
expenditures (again including rents) of present Local and State governments. 
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Other than the obvious benefits of having regional assemblies which are closer to and 
hence better placed to address the needs of its citizens, social benefits of a move to a 
regional government system would also arise through the diversion of attention away 
from the present State capitals, where the adverse effects of overcrowding are an ever 
increasing social problem for inhabitants and city planners.  
 

It is considered likely that a saving in the order of 10 billion dollars  could be achieved 
without the need to cut public sector employment levels at all, and that close to the full 
extent of 15 billion dollars worth of savings could be achieved through yet further public 
sector salary redistributions or the employment uptake of business which, relieved of 
much of the tax burden imposed by State governments, would be capable of expanding 
its employment base substantially. 
 

It is possible that the savings achieved by the elimination of duplicated State senior 
management levels, and their replacement by a much less costly regional government 
management structure, might fall short of the 15 billion dollar savings which have 
emerged as a highly reasonable cost savings estimate.  But even if some public sector 
jobs did need to be cut in order to achieve a $15 billion saving, any such unemployment 
created could be more than compensated by the private sector, assuming that the 
private sector would no longer be subject to payroll tax.  And any savings achieved 
through a move to a two-sphere system of government would be available for labour 
market and other government programs, including the creation of new public sector 
jobs in the myriad areas which have been neglected in the tough economic times which 
have become the modern reality.  There could be more special education teachers in 
schools, more doctors in the outback, more carers for the aged, the disabled and 
children, more people employed in fire prevention, and more employed to support the 
agricultural and industrial sectors in order to help them become more competitive. 
 

The figures and considerations presented above suggest that the massive savings 
predicted in this report could be achieved with little or no loss of present employment 
levels, with the likelihood that the change would present the opportunity to increase 
public employment levels to better fulfil societal needs, in addition to the inevitable 
improvement in employment that would arise due to the massive reductions in business 
taxation that could be achieved. 
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9. CONCLUSIONS 
 

The preceding report suggests that the abolition of the present archaic federal system, 
and in particular the State governments, and the establishment of a system of regional 
government comprising of 30 or so regional assemblies, could be expected to improve 
Australia's fiscal standing by approximately 15 billion dollars per annum - an amount 
which can go a long way to securing a future Australia in which the living standards we 
have come to expect are not just maintained, but improved. 
 

The statistical evidence suggests that we can be in the order of 95 per cent confident 
that this 15 billion dollar figure lies somewhere in the range between 10 and 30 billion 
dollars. 
 

By considering the possibility of public sector income redistributions, reflecting the fact 
that regional assemblies could be managed by modestly paid personnel absent of the 
grandiose empire building mentality that effects the State governments, and also 
associated issues of rental cost savings, synergies achieved through the combination 
of what are Local and State level functions, it is considered that savings in real terms in 
the order of 15 billion dollars could be achieved without adding to unemployment levels.  
The move to a two-sphered system of government would allow payroll tax to be 
abolished, which would in turn enable the private sector to employ more people.  The 
increased employment capacity of the private sector would likely more than 
compensate for any public sector job losses. 
 

In light of the above, a failure to promptly initiate action to abolish the States and install 
in their place a system of regional assemblies would be about as clever as throwing 15 
billion dollars down the drain every year, and we can be 100 per cent sure that this is 
not the way a 'Clever Country' conducts its affairs. 
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APPENDIX A - EXPLANATORY NOTES 
 
1. The 547 and 633 million dollar overhead costs (or fixed costs) are illustrated on the 

respective outlay-population graphs as shown in graphs 1 and 2 at Appendix B. 
 

So too are the 4120 and 4100 dollar variable costs. 
 

The statistical technique used enables us to establish what are called 'confidence 
intervals' concerning these figures. 
 

Throughout the analysis here 95 per cent confidence intervals are calculated. 
 

Regarding the 547 million dollar figure, the statistics suggest that we can be 95 per cent 
confident that this figure lies somewhere in the range between 117 and 978 million 
dollars.  This range can be written as 547 "plus or minus" 430.  The 117 figure is called 
the lower confidence limit and the 978 figure the upper confidence limit. 
 

This means that while 547 million is the most likely figure in this case, the figure is not 
precise, and we can only be 95 per cent confident that the figure lies somewhere in the 
range between 117 and 978 million dollars. 
 

In the absence of specific guidance to the contrary, it would be  assumed that these 
figures are equally likely to be overestimates as they are to be underestimates.  This 
would mean that the statistics were assumed to display a sense of symmetry.  But this 
would be an erroneous assumption in this case because we know that overheads do 
always exist.  In other words we can be sure that overhead costs will be greater than 
zero.  This means that the symmetry discussed here will not arise in reality, and so, 
modified statistics are needed to better reflect the real situation. 
 

We hence assume - very conservatively - that there is at least a 99.5 per cent chance of 
overhead costs being greater than zero. 
 

This enables us to determine an alternative lower confidence level limit.  In the case of 
the 547 million dollar figure, using this modified approach gives a 95 per cent 
confidence range of 186 million (up from 117 million) to 978 million dollars (the upper 
figure - 978 here - does not change under the modified approach).   
 

These figures are conservative - if it were assumed that there is at least, say, a 99.95 
per cent chance of overhead costs being greater than zero (rather than the 99.5 per 
cent actually assumed), then the lower confidence limit would be higher, which would 
indicate higher overhead costs of running State and Territory governments. 
 

From now on, only the modified lower confidence limits (that is, those calculated on the 
basis of the assumption that there is at least a 99.5 per cent chance of overhead costs 
being greater than zero) will be presented. 
  
So we have that the 547 million dollar figure has a realistic 95 per cent confidence 
range of 186 to 978 million dollars.  Similarly, the 633 million dollar figure has a 95 per 
cent confidence range of 252 to 1400 million dollars. 
  
If we recall equation (1), then the regression results suggest that FC = 547 and 633 
million dollars for these respective cases, and VC = 4120 and 4100 dollars per capita for 
these cases. 

 

E = FC + VC x p   .... (1) 
 

 Statistical results can be relied upon with more confidence if they are based on a large 
number of figures.  Because there are just 8 States and Territories, which is a lesser 
number than the ideal for a statistical analysis, the CPI adjusted outlay and population 
data over the five financial years 1990/91 to 1994/95 are combined into a single data 
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set of 40 outlay figures (one for each State/Territory in each of the five years) and 
corresponding populations. 

   
2. The coefficient of correlation provides a measure of how suitable the regression 

approach is when applied to our data.  These values of 0.9961 and 0.9946 are 
extremely high, hence indicating that this regression technique is particularly well suited 
to the task of estimating the FC and VC values which appear in equation (1) above. 

 
3. The 95 per cent confidence intervals and correlation coefficients associated with these 

figures are: 
 

for the 453 figure:   153 to 853  (correl. coeff. = 0.9972) 
 

and for the 518 figure: 205 to 1218 (correl. coeff. = 0.9963) 
 
4. These figures are found as follows: 
 

The 547 million overhead costs figure (547.427 to be 'exact') was obtained for the 
States and Territories considered together.  So given that there are 8 States and 
Territories, the total overhead bill of all 8 States and Territories on the basis of this 
figure would be  

 

 8 x 547.427 = 4379.4 million dollars. 
 

Similarly the corresponding 633 million dollar figure obtained considering States alone 
(of which there are 6) suggests an overall overhead bill of  

 

 6 x 633.484 = 3800.9 million dollars for just the 6 States. 
 

So the difference between these two figures will give an estimation of the overhead 
costs associated with the Territory governments. 

 

Now 4379.4 - 3800.9 = 578.5 million dollars. 
 

We might just divide this figure by two to yield overhead cost estimates of 289.2 million 
dollars for both the ACT and the NT. 
 

An alternative, albeit somewhat arbitrary approach, is to assume that overhead costs 
are proportional to the number of members of the legislative assemblies in the ACT and 
the NT. 
 

That is, with there being 17 ACT and 25 NT MLAs, we might assume that the ratio of the 
ACT government overhead costs to those of the NT is this same 17:25 ratio.  This 
assumption would give that the overhead cost of running the ACT government is 234 
million dollars whereas that of the NT is 344 million dollars. 
 

For the purposes of later calculations, this 234 million dollar figure is used for the ACT's 
overhead costs.  However spurious this figure may seem, it is nevertheless the case 
that the lower the value used, the more conservative will be the estimates of savings we 
could achieve if we abolished the States.  So this 234 million  dollar figure shall be 
assumed for the ACT's overhead costs. 
 

95 per cent confidence levels for the ACT and NT overhead values, based on the same 
proportions as those relating to the 547 figure (for the States and Territories combined) 
are: 

 
ACT 234:  80 to 418 95 % confidence range 
NT 344:  117 to 615 95 % confidence range  

 
5. The 3.8 billion figure is found by 7 x 547.427 = $3832 million 
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The 1.3 and 6.8 billion figures are found by multiplying the lower and upper 95 % 
confidence limits (see under note 1) by 7:  
 

For the 1.3 billion figure: 7 x 186.069 = $1302 million 
 

For the 6.8 billion figure: 7 x 977.749 = $6844 million 
 
6. As for note 5, but  7 x 452.651 = $3169 million 
 

      7 x 153.855 = $1077 million 
 

      7 x 852.718 = $5969 million 
 
7. Administrative scale factors are detailed on pages 15 to 17 of the Commonwealth 

Grants Commission Report on General Revenue Grant Relativities (1995 Update, 
Volume 2) 

 

On page 15 it is states that: 
 

Administrative scale factors are assessed to take account of the additional costs 
of diseconomies of scale faced by the less populous States.  Circumstances 
where these States are unable to take advantage of economies of scale include: 
 

 *  policy development; 

 *  central office administration; and 

*  the central provision of specialised State-wide services. 

From a definitional viewpoint, saying that the less populous States incur diseconomies 
of scale is equivalent to saying that their overhead costs constitute a higher percentage 
of their total expenditure than is the case with the more populous States. 

 
8. With overhead costs of all States and Territories considered together, the total of 

duplicated overheads is 
  

  651 x 7 = $4557 million = $4.557 billion 
 

The 1.6 and 11.6 billion confidence limits are obtained by adding the respective lower 
and upper limits in the Table in the main report, and then multiplying by 7. 
 

The 11.6 billion figure is established by: 
 

421 + 84 + 154 + 181 + 107 + 123 + 60 + 45 + 83 + 401 = 1659 
 

and 1659 x 7 = $11613 million = $11.6 billion 
 

The 1.6 billion dollar figure is similarly found by: 
 

67 + 13 + 30 + 32 + 15 + 2.9 + 6.8 + 9.2 + 5.2 + 43 = 224.1  
 

and 224.1 x 7 = $1569 million = $1.57 billion 
 

9. Over the period 1990/91 to 1994/95, Queensland's average per capita expenditure was 
$3908.76, compared with the Australia as a whole average of $4373.22. 

 

So Queensland's expenditure level over this period is less than that of Australia as a 
whole by $(4373.22 - 3908.76) = $464.46 per capita. 
 

Multiplying this latest figure by Australia's estimated June 95 population of 17.8405 
million yields a figure of  
 

17.8405 x $464.46 = $8286 million = $8.286 billion. 
 

The 95 per cent confidence intervals for this figure are found to be $3.772 billion and 
$17.48 billion. 
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10. The overall savings figure of 11.5 billion dollars is a combination of the following 

components: 
 

(1) the estimated $4.557 billion that could be saved by avoiding the 
duplication of overhead costs which exists among the States; and  

 

(2) the estimated $8.286 billion saving that could be achieved if Australia's 
overall per capita expenditure was reduced to the level achieved in 
Queensland; this figure can be viewed as a sort of potential best 
practices saving figure. 

 

An expression will now be derived for use in calculating the combined saving that can 
be expected due to both of these components.  Just adding these figures straight would 
give a double counting error. 

 

  Recall equation (1): 
 

E = FC + VC x p   .... (1) 
 

Now let the subscript "A" denote Australia as a whole and "S" denote  that 
Australian State or Territory which achieves the lowest per capita expenditure 
(Queensland as it turns out), then applying equation (1) to Australia as a whole and to 
this least costly State yields: 

 

    EA = FCA + VCA x pA .... (2) 
  and 
    ES = FCS + VCS x pS .... (3) 
 

Now the component (1) savings figure above is achieved by assuming that Australia as 
a whole only need incur one lot of overhead costs associated with State and Territory 
type governments, and so conceptually equates to the savings that could be achieved if 
the States and Territories dissolved into one large 'Australia as a whole' State which 
took over the old State and Territory functions and operated in parallel with the Federal 
government, which would be assumed to retain all of its present functions and 
responsibilities. 
 

So these component (1) savings are achieved if FCA for the whole of Australia is made 
to be the same as the value FCS which the regression analysis suggested was the 
overhead cost of running State and Territory governments (so here FCS = $651 million). 
 

Furthermore, given that all States and Territories are assumed in our model to incur the 
same overhead costs, it follows that the State achieving the lowest per capita 
expenditure level achieves its cost advantage through low per capita variable costs. 
 

The component (2) savings identified above (estimated at $8.286 billion) are hence 
achieved in addition to the component (1) savings when Australia as a whole adopts the 
variable cost level VCS which was incurred by the State which achieved the lowest per 
capita expenditure. 
 

So if we let Emin denote the minimal Australia as a whole expenditure achievable 
through both of the above mentioned improvements (that is, duplication removal and 
reduction to minimal variable costs), then EA will be Emin when VCA = VCS and FCA = 
FCS = FC, so that equation (2) gives that  

 

    Emin = FC + VCS x pA   .... (4) 
 

Now VCS can be expressed in the following rearrangement of equation (4), again 
recalling that FCS = FC is assumed: 

 

    VCS = ( ES - FC )/pS  .... (5)  
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 So substituting (5) into (4) yields that 
 

    Emin = FC + ( ES - FC )/pS x pA   .... (6) 
 

 which we can re-write as 
 

    Emin = ES x pA/pS + FC( 1 - pA/pS )  .... (7) 
 

 or in a yet easier to use form: 
 

    Emin = pA [ ES/pS + FC( 1/pA - 1/pS ) ]  .... (8) 
 

Now the combined savings figure Savecomb sought here will equal the total Australian 
expenditure level EA of all of the States and Territories combined minus Emin above: 

 

    Savecomb = EA - Emin   .... (9) 
 
 So with (8), and writing EA as EA x pA/pA, it is found that  
 

  Savecomb = pA[ EA/pA - ES/pS + FC( 1/pS - 1/pA ) ]  .... (10) 
 
 So if we define SaveBP and Savedup as follows: 
 

    SaveBP = pA[ EA/pA - ES/pS ]  .... (11) 
 
 Then (10) can be written as 
 

   Savecomb = SaveBP + FC( pA/pS - 1 ) .... (12) 
 

where SaveBP is the "best practice" (or at least the "least costly practice") figure 
obtained here to be $8.286 billion (see Note 9). 

 

 So where in our case S denotes Queensland, we have that: 
 

     SaveBP = $8.286 billion (from Note 9) 

     pA = 17.8405 million 

     pS = 3.1969 million 

    and FC = $651 million 
 

 Substituting these values into equation (12) yields that 
 

   Savecomb = $8.286 billion + $2.982 billion .... (13) 
 
 That is:  Savecomb = $11.27 billion  .... (14) 
      

Now the $2.982 billion dollar component in (13) above is the portion of the $4.557 billion 
duplication cost figure which remains to be counted after the $8.286 billion dollar figure 
is taken into account. 
 

Because the population figures in the expression FC( pA/pS - 1 ) used in determining 
this are assumed known, the confidence intervals applicable to the FC value of $651 
million can be multiplied by this factor of ( pA/pS - 1 ), which is 4.58056 here. 
 
So, using the lower and upper 95 per cent confidence limits associated with the $651 
million figure in Note 8 - that is, $224.1 million and $1659 million respectively, we obtain 
that the lower and upper confidence limits for the $2.982 billion dollar figure here are 
 

   4.58056 x $224.1 million = $1.027 billion 
  and 
   4.58056 x $1659 million = $7.599 billion. 
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Now the confidence intervals associated with SaveBP = $8.286 billion were found in 
Note 9 to be $3.772 billion and $17.48 billion. 
 

So for the total savings estimate of $11.27 billion, lower and upper confidence limits can 
be obtained by adding the lower and upper limits from the $8.286 billion and $2.982 
billion components, hence yielding the estimate of $11.27 billion with lower and upper 
95 per cent confidence limits of $4.80 billion and $25.1 billion respectively. 

 
11. The per capita expenditure figure obtained by identifying the minimum expenditures in 

each of the 13 purpose areas and then  combining these to form a "best of the best" 
total figure, was $3573.67, which is $799.55 less than the $4373.22 figure obtained for 
Australia as a whole. 
 

Multiplying this $799.55 per capita figure by Australia's population of 17.8405 million 
yields a figure in June 94 dollar terms (as are all dollar values quoted here) of $14.264 
billion. 
 

The confidence intervals of $7.5 billion and $26 billion associated with this $14.264 
billion figure are found as in Note 10, but for this case, since different component 
expenditures from various States are combined to yield the total $3573.67 per capita 
expenditure figure, weighted average expressions are required that are too involved to 
warrant a description of here.  The use of the "Microsoft Excel" spreadsheets used in all 
of the calculations described in this report made the calculations relatively easy to carry 
out. 

 
12. Data discussed in a conversation between Professor Norman and Mark Drummond in 

late August 1995. 
 
13. Australia's population as at June 1994 was approx. 17.8405 million; that of the ACT was 

300,900, and 17.8405 million divided by 300,900 equals this 59.2905 figure. 
 

Multiplying the ACT's 1994/95 outlays figure of 1273 million dollars by this figure of 
59.2905 yields $75.477 billion. 
 

Now the total outlays of all State, Territory and Local governments in 1994/95 were 
estimated at $84.864 billion.  But for purposes of comparison with a style of government 
based upon the ACT model, account should be taken of the fact that the ACT showed 
zero outlay in the Agriculture, Forestry and Fishing purpose area in 1994/95 (and 
throughout the period 1990/91 to 1994/95 under analysis). 
 

Subtracting the $1522 million spent on Agriculture, Forestry and Fishing Australia wide 
in 1994/95 from the $84.864 billion dollar figure above yields a figure of $83.342 billion, 
which exceeds the  
$75.477 billion figure based upon the ACT government model by $7.865 billion. 

 
14. Where the figure of $7.865 billion was obtained in Note 13 above, for this case here, the 

use of CPI adjusted average figures for the five years 1990/91 through 1994/95 yielded 
a potential savings estimate of $5.105 billion, with 95 per cent confidence limits of 
$1.489 billion and $15.28 billion. 

 
15. A 30 region model would incur 30 less lots of overheads, each assumed to be $234 

million each, and 30 x $234 million = $7.02 billion.  This is added to the $5.105 billion 
figure reported in Note 14 above, to yield a total saving figure of $12.1 billion.  

  
16. For example, in 1994/95, Queensland's total outlays were $14.826 billion, so the outlays 

of "4.43 Queensland's" on the basis of the present model would amount to 4.43 x 
$14.826 billion = $65.7 billion.  The "12.18 ACT's" similarly outlay some 12.18 x $1.273 
= $15.5 billion, and hence some 19.1 per cent of the combined outlays of the "4.43 
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Queensland's" and the "12.18 ACT's".  So with Agriculture, Forestry and Fishing 
incurring outlays around the $1.5 billion mark (in June 1994 dollar terms), there are 
grounds to reduce the potential savings figures stated by approximately 19.1 % x $1.5 
billion = $0.29 billion. 

 
17. These confidence intervals are found by adding the $7.0 billion figure obtained in Note 

15 to the confidence limits associated with the $5.1 billion estimate as presented in Note 
14. 

 
18. With Australia's 1991 population at just over the 17 million mark a population figure of 

17 million was deemed suitable.  The probability of a person living in more than one 
State or Territory over the 5 year Census period can be regarded as 780,000 divided by 
17 million, and raising one minus this figure to the power of one-fifth yields that the 
probability that a person living in one State or Territory will be living in a different one in 
a year's time is approximately 0.00935.  Where the symbol ^ denotes "to the power of", 
and a is this figure of 0.00935, the formula   

 

        Pn = 1 - (1-a)^n   .... (15) 
 

is used to determine the probability that a person will be living in a different State or 
Territory in n years time to the one they are living in now.   

 

The graph on the following page illustrates the probabilities defined by equation (15). 
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APPENDIX B - GRAPH 1
TOTAL EXPENDITURE (E) VERSUS POPULATION (p), WITH 'LINE OF BEST FIT'
GIVEN BY  E = FC + p x VC, where FC = fixed costs = vertical axis intercept, 
and VC = variable costs (per capita) = gradient of straight line
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APPENDIX B - GRAPH 2
TOTAL EXPENDITURE (E) VERSUS POPULATION (p), FOR STATES ONLY, WITH
LINE OF BEST FIT' GIVEN BY  E = FC + p x VC, where FC = fixed costs = vertical
axis intercept, and VC = variable costs (per capita) = gradient of straight line
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