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Budgetary Governance in Practice: Australia 

Economic context  

Australia’s economy will continue growing at a robust pace. Business investment outside 

the mining sector will pick up, with exports boosted as new resource-sector capacity comes 

on stream. The strengthening labour market and household incomes will sustain private 

consumption, and inflation and wages will pick up gradually.  

Fiscal policy plans  

The medium-term fiscal strategy aims to achieve budget surpluses, on average, over the 

course of the economic cycle. The strategy is underpinned by the following policy 

elements: investing in a stronger economy by redirecting government spending to quality 

investment; maintaining strong fiscal discipline by controlling expenditure to reduce the 

government’s share of the economy (with a falling government expenditure-to-GDP ratio); 

supporting revenue growth through a strong economy while maintaining a sustainable tax 

burden with a cap on the tax receipts-to-GDP ratio; stabilising and then decreasing net debt 

over time. The budget repair strategy is designed to deliver sustainable budget surpluses 

building to at least 1% of GDP as soon as possible, consistent with the medium-term fiscal 

strategy.  

 

 
  

A: Fiscal Balance and Public Debt B: Fiscal Policy Plans

C: Public Investment D: Expenditure by function (2016)

Source : OECD National Accounts Statistics (database).

Note: The graph is referring to general government fiscal 

balance and general government gross debt as defined in the 

OECD National Accounts Statistics.

Source:  OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database). Data for 

Australia are based on Government finance statistics provided 

by the Australian Bureau of Statistics.

Note: The graph is referring to Fiscal Policy Plans that are 

implemented and/or officially announced as of November 2017 

and as indicated by the country. Actual results in graph A may 

differ as the Fiscal Policy Plans are prepared by the country 

beforehand and as the Debt and Balance Plan reported by the 

country are based on the country’s own definition; Data for 

Australia are referring to federal government.Australia’s debt 

plan is a plan for net debt.

Source: 2018 OECD Fiscal Plans and Budgeting Framework 

Survey.

Source : OECD National Accounts Statistics (database); 

Eurostat Government finance statistics (database).

Note: The graph is referring to government investment as a 

percentage of GDP and as a share of total government 

expenditures.
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Developments in budgetary governance   

Recent reforms in Australia have included a strong focus on improving the use and impact 

of performance information.  

The Parliament’s analytical capacity has been significantly enhanced since the 

establishment of the Parliamentary Budget Office in 2012. The PBO is mandated to “inform 

the parliament by providing independent and non-partisan analysis of the budget cycle, 

fiscal policy and the financial implications of proposals.” In addition to policy costings, the 

PBO costs election platforms.  

Budget transparency is generally high and Australia was an early adopter of accruals 

methodology. Distributional analyses of the budget are not produced. Australia was an 

originator of gender-responsive budgeting, although these approaches are not currently 

employed at the national level.  

 

 
 

Central Budget Authority 

Shared between the Department of the Treasury and the 
Department of Finance. 

 

Weblinks: www.treasury.gov.au and  www.finance.gov.au 

Also see www.budget.gov.au 

Legal Framework 

The Constitution lays out the requirements for legislative 
authorisation of all spending and taxation. Other aspects of 
budgeting are covered in legislation such as the Charter of Budget 
Honesty Act (1998) which sets out principles and requirements for 
government’s management of fiscal policy and the Public 
Governance, Performance and Accountability Act (PGPA, 2013) 
which lays out a system of governance and accountability for 
public resources, with an emphasis on planning, performance and 
reporting. The PGPA Act is undergoing an independent statutory 
review in 2017-18. 

 

Budget coverage 

The executive’s budget covers central government. Most public 
services are the primary responsibility of the states and territories. The 
national government collects most taxes in Australia, including on 
behalf of the states and territories, and is the main funder of the states 
and territories through specific purpose payments and general revenue 
assistance (mainly revenues raised from the Goods and Services Tax 
-GST). The Commonwealth Grants Commission annually 
recommends how the GST should be distributed to achieve horizontal 
fiscal equalisation. 

Budget cycle 

Budget circular  n/a 

Pre-budget statement n/a 

Negotiations with line 

 ministries 

winter 

Executive budget proposal mid-May  

Parliamentary vote on budget 30 June 

 Start of financial year   1 July 

In-year budget execution reports monthly 

Mid-year implementation report  
November or   
   December 

 End of financial year   30 June 

Year-end financial statement 30 September 

Audited financial report  end November 

Parliamentary accounting  end October 

  

http://www.treasury.gov.au/
http://www.finance.gov.au/
http://www.budget.gov.au/
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Australia’s application of OECD budget principles “at a glance” 

 

1. Fiscal policy 

objectives 

There are no legally binding fiscal rules in force but there is a political commitment to a balanced budget 
and debt reduction targets. There are upper limits on revenue and constraints on use of windfall 
revenues. 

2a. Strategic alignment  Australia will deliver its first Voluntary National Review on the 2030 Agenda for Sustainable Development 
in July 2018. Different federal government agencies are responsible for each of the goals. 

2b. MTEF  The government publishes its fiscal strategy and prepares estimates for the budget year and the following 
three financial years. This is done on a rolling basis. The MTEF does not provide expenditure ceilings. 

3. Capital and 

 infrastructure  

Infrastructure Australia prioritises and progresses nationally significant infrastructure. It 
develops 15-year rolling Infrastructure Plans with national and state priorities. There are distinct 
processes for deciding on capital and operating budget requests. PPP and infrastructure projects 
must demonstrate absolute and relative VFM.  

4. Transparency and 

 accessibility 

The budget and related reports are published along with official summaries for policymakers, citizens’ 
guides, and open data. No impact assessments are published. 

5a. Parliamentary engagement The parliament does not have a Budget Committee and committees in the lower house play little role. 
Committees in the upper house hold estimates hearings. By convention the legislature approves the 
budget (or Appropriations Bill No. 1) without amendment. Ex post oversight is conducted by the joint 
Public Accounts Committee. The Parliamentary Budget Office has significantly increased analytical 
capacity. 

5b. Inclusive public / civic debate Limited engagement of policy stakeholders in budget cycle. Government does issue a public call for 
proposals in the pre-budget phase and may consult relevant groups during the development of policy 
proposals. 

6. Financial reporting and 
accounting  

The budget and appropriation bills are prepared on both a cash and accrual basis, as are the 
financial reports. 

7. Budget execution Single treasury fund is mandatory for all revenues and expenditures of central government. Sound 
budget execution is primarily the responsibility of line ministries who can reallocate items within an 
“outcome”, and can carry-over unused funds or appropriations, within limits. There are no supplementary 
budgets. 

8a. Performance budgeting Performance information is reported in portfolio budget statements at the outcome and 
programme level and presented to Parliament. Performance information is produced primarily for 
purposes of accountability and transparency, although it also supports management-level 
decision making on the delivery of programmes and services, and, to a lesser extent, strategic 
decision-making on the allocation of resources.   

8b. Evaluation and VFM 
 

9. Fiscal risk and long-term 
sustainability 

CBA produces projections covering a 10-year fiscal outlook that are updated twice a year.. A 
Statement of Risks is published in the budget update. There is a contingency reserve or allowance 
included in aggregate expenditures. Also, an Intergenerational Report is produced at least every 5 
years that includes 40 year projections and assesses the long-term sustainability of current 
government policies, including the financial implications of demographic change. 

10. Quality assurance and audit CBA consults independent central bank before finalising its economic forecasts to underpin the Budget. 
The Parliamentary Budget Office reports on fiscal risks and long-term fiscal sustainability and carries out 
policy and election platform costings. Independent SAI established in primary legislation that audits 
government financial report. 

Note: Rows in bold represent notable international practice. 

  




