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Preface

This is the report of a study which attempts to answer the question, how much does the Australian Capital Territory (ACT) Government spend on preventing and responding to drug abuse? The question was posed by the ACT Alcohol, Tobacco and Other Drug Strategy Implementation and Evaluation Group which has been formed to advise the Government in this area. 

The research has been conducted by a policy analyst who is not an economist. It was informed, however, by the work of Australian and overseas economists with special expertise in this area.

This is the first attempt to produce a comprehensive estimate of ACT Government expenditure on drug abuse. Scope exists to improve it by expanding the array of expenditure areas included and by improving the estimation techniques applied. 

Comment on this report, and particularly on how it can be improved, will be welcomed by the author and the Manager, Alcohol and Other Drug Policy Unit, ACT Health, who commissioned the study. 
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I extend my thanks to Tim Moore from Turning Point Alcohol and Drug Centre in Melbourne for providing a pre-publication copy of the report on his landmark Australian illicit drug budget study, and for providing comments on a draft of this report.

Any errors of fact, methods or interpretation remain the full responsibility of the author.

Executive summary

In the 2004-05 financial year, the Australian Capital Territory (ACT) Government had expenses of $2,668 million. This study is an initial attempt to answer the question, how much of these funds was expended on preventing and responding to drug abuse? 

The total estimated ACT Government expenditure on drug abuse in 2004-05 was $85.094 million, 3.2% of the total ACT budget for the year, made up as follows.

	Estimated ACT Government expenditure
on drug abuse, 2004-05

	Area
	Amount
$ million
	%

	Health sector
	18.767
	22

	     Alcohol & Other Drug Policy Unit
	6.639
	

	     Alcohol & Drug Program
	5.000
	

	     Hospitals
	7.128
	

	
	
	

	Criminal justice sector
	65.513
	77

	     ACT Policing
	40.661
	

	     Courts and public prosecutions
	13.964
	

	     Adults in detention
	9.064
	

	     Juveniles in detention
	1.824
	

	
	
	

	Emergency services: ambulance
	0.814
	1

	
	
	

	Total
	85.094
	100


Of the expenditure areas for which estimates have been produced, the criminal justice system dominated, composing 77% of the total ACT Government expenditure on drug abuse, with the health sector and ambulance service making up the balance. Expenditure on ACT Policing was the largest single component identified, being 48% of the total. 

These estimates are subject to a number of caveats. They are conservative estimates owing to the absence of expenditure data in some areas and/or the absence of a valid technique for developing a drug-attributable fraction for expenditures that are not directly identifiable as drug-related. Costing these areas might produce a significantly higher total expenditure figure than given here. Furthermore, the uncertainties of some of the estimation techniques used, particularly the attribution of expenditures to interventions, mean that the figures could change markedly if more valid estimation methods were developed.

It is recommended that the ACT Alcohol, Tobacco and Other Drug Strategy Implementation and Evaluation Group consider the following issues

1. Are these estimates useful?

2. If so, how may they be used in the context of implementing, monitoring and evaluating the ACT Alcohol, Tobacco and Other Drug Strategy, and/or in other ways?

3. Is it desirable that further research be undertaken to improve these estimates in terms of their scope and accuracy, and to update them from time-to-time?

Introduction

In the 2004-05 financial year, the Australian Capital Territory (ACT) Government had expenses of $2,668 million and has budgeted $2,807 for the current (2005-06) year (Australian Capital Territory Government 2005a). This report is an initial attempt to answer the question, how much of these funds was expended on preventing and responding to drug abuse?

Economists in a number of nations have attempted to estimate the social costs of drugs, one component of which is the amount of funds their respective governments expend in this area. This has occurred in the USA (Federal Government expenditures) for many years. Partial estimates have been produced in the UK, and the European Monitoring Centre for Drugs and Drug Addiction (EMCDDA) has an important, on-going, research program in this area (Ballotta & Bergeron 2006; Reuter 2006).
 

It is important to note, however, that these projects generally provide estimates of expenditures on illegal drugs only, largely excluding alcohol and tobacco, drugs that impose far higher overall costs to the community than do the illegal drugs. The ACT drug abuse expenditure estimates are more comprehensive, seeking to cover all drugs, reflecting the Australian approach to drug strategies (Ministerial Council on Drug Strategy 2004).

Why estimate government expenditure on drug abuse?

A vigorous debate has occurred about the usefulness of having available estimates of the social costs of drug abuse generally and of government expenditures on drug abuse specifically (e.g. Common Sense for Drug Policy c. 2002; Harwood, Fountain & Fountain 1999 and the commentaries on their article; Reuter 2006). The debates centre around the appropriateness of the approaches used (e.g. cost of illness vs demographic vs externalities approaches), the level of accuracy of the estimates (reflecting missing data and problematic assumptions) and their usefulness in a policy context (e.g. for understanding the impacts of changes in marginal expenditures).

Five uses of this type of information have been identified (Single 1995; Single et al. 2003)
1. To support advocacy aiming to increase the priority given to drugs in funding decisions by comparing the costs of drug to the society with the funds expended to prevent and deal with the costs

2. To target expenditure, getting the balance right between sectors

3. To identify missing data, information and research needs, and modify systems of accounts to make the drug expenditure more readily able to be estimated

4. To provide baseline measures for identifying which interventions are most effective

5. To contribute to cost-benefit analyses of our strategies related to drugs

Methodological and related issues

A range of methodological and related issues need attention in this type of research. While it is beyond the scope of this report to consider them in detail, some of issues involved in identifying government expenditure on drugs are as follows.

Which expenditures to include

The expenditure arm of governments’ ‘drug budgets’ has many components found across an array of government agencies. While some are obvious (e.g. grants to NGOs providing drug education or treatment) others are less so (e.g. fire brigade attendance at cigarette-smoking caused house fires). Decisions on the scope—the inclusion/exclusion criteria—can have important impacts on the estimates. This issue has been debated in the USA where NGOs argue that the US Government is intentionally excluding large areas of expenditure from the calculation of its drug budget in an attempt to conceal the real proportion spent on drug-related military activity and incarceration costs (Common Sense for Drug Policy c. 2002; Reuter 2006). 

Identifying the proportion of a government agency’s expenditure that relates to drugs

Some drug expenditures are clearly identifiable as such, with the full amount of the appropriation addressing drugs. An example is the funds expended on the ACT Syringe Vending Machine Trial. In contrast, many areas of expenditure cover a mix of drug-related activities and non-drug-related activities. An example is expenditures on The Canberra Hospital: some of the patients are being treated there for drug-caused conditions but others are not. Furthermore, of those being treated for a drug-caused condition, in some cases the condition is 100% drug-caused (e.g. alcoholic liver cirrhosis) whereas in other conditions drugs are only a partial cause or a cause in only a proportion of cases (e.g. 47% of assault injury cases are estimated to be alcohol-related).

These proportions are known to epidemiologists as attributable fractions, aetiological fractions or attributable proportions (Last et al. 2001). As Ridolfo and Stevenson (2001) explain, attributable fractions ‘…depend on the prevalence of a risk factor and the associated relative risk of a particular illness or injury’ (p. xiv). Much research has been undertaken in Australia and abroad to identify the attributable proportions for drug-related/drug-caused injury, illness, crime, etc. (e.g. Collins & Lapsley 2002; English & Holman 1995; Mayhew 2003; Moore in press; Pernanen et al. 2002; Ridolfo & Stevenson 2001).

A second approach is to infer ACT expenditure levels from national data in domains where national expenditure estimates are available but the corresponding ACT data are not. Since the ACT population is only 1.6% of the national population, caution is needed when taking this approach. 

Proactive and reactive expenditure

Expenditure may be classified as proactive or reactive (Moore in press). Proactive expenditures are those directly addressing drug problems, e.g. drug education programs. Reactive expenditures are those made in response to problems, dealing with the consequences of problematic drug use, e.g. medical treatment for injuries from alcohol-related assaults.

Causality

Causality is a much-contested construct but is dealt with explicitly by researchers in this field, as the construct has to be operationalised to determine the ins and the outs of the data sets used to estimate expenditures. Prominent Australian examples of the approach taken with respect to drug-attributable morbidity and mortality are English & Holman (1995) and to drug-attributable crime Makkai & Payne (2003). 

The drug-crime links

While the links between drug use and morbidity and mortality are relatively clear, that is not the case with respect to the links between drugs and crime. For example, some of the remandees at the Belconnen Remand Centre are in custody on drug offences but others are not. Furthermore, of those in custody for drug offences, some will have committed drug-defined offences (e.g. drug trafficking) while others may be on remand for burglary offences, where the burglary was drug-related. 

A number of theories of the drug-crime nexus are available. They have been nicely drawn together by White & Gorman (2000) who have identified three sets of models

There are three basic explanatory models for the relationship between alcohol/drug use and crime: (1) substance use leads to crime, (2) crime leads to substance use, and (3) the relationship is either coincidental or explained by a set of common causes... Each model may apply to different subgroups of the population of substance-using criminals or to different incidents of alcohol/drug-related crime (p. 170).

Scholars at the Australian Institute of Criminology have developed rigorous techniques for quantifying the extent of drug-attributable crime in various offender populations, enabling far more accurate expenditure estimates to be made now than was possible in the past (see Johnson 2004; Makkai & McGregor 2002; Makkai & Payne 2003; Prichard & Payne 2005; Schulte, Mouzos & Makkai 2005).

Previous ACT Government expenditure estimates

I am aware of just one previous source of published information on ACT drug abuse expenditures, as follows.

‘Drugs, Money and Government’

For five years in the 1990s, the Alcohol and Other Drugs Council of Australia (ADCA) published annual reports titled Drugs, Money and Governments. The last in the series covered the 1997-98 year (Crosbie & McNiven 1999). The reports included data provided by the State and Territory Health Departments and drug authorities on expenditures ‘specifically to reduce drug problems’. They did not include drug-related costs of hospitals, police, etc. The reports also included a scorecard by which key informants rated the individual jurisdictions in terms of their commitments and achievements in preventing and responding to drug problems. Comparisons were drawn between drug-related revenue and expenditure. 

The series terminated when major States declined to provide data, having received adverse media publicity based on the reports’ findings. Apparently the Intergovernmental Committee on Drugs (IGCD) undertook to take over the project and issue regular reports on expenditures by the Australian Government and the States and Territories, but this has not happened. IGCD’s annual reports to the Ministerial Council on Drug Strategy (Intergovernmental Committee on Drugs 2005) do not include comprehensive expenditure data for any jurisdiction.

The final issue in the ADCA series, covering the 1997-98 year, reported that the ACT that year had ‘funding for alcohol and drug programs through the Health Department’ of $4.093 million, and revenue from alcohol and tobacco taxes and fees of $47 million.
 
Overarching estimates

ACT Government expenditure on drug abuse can be placed into a broader, national context by reviewing national estimates. One can go further and consider using the national figures to estimate ACT expenditure by adjusting for the relative population sizes and, if appropriate, population compositions. 

The social costs of drug abuse in Australia

The most well-known, and only comprehensive, attempts to estimate the total costs to the Australian society of all forms of drug abuse are those of economists Professor David Collins and Professor Helen Lapsley. They have been commissioned by the National Drug Strategy to produce these estimates. This has been undertaken three times to date, the latest report providing cost estimates for the 1998-99 year (Collins & Lapsley 2002). Their work has been a significant contribution to the development of the International Guidelines for Estimating the Costs of Substance Abuse (Single et al. 2003).

This series deals with a far broader concept than expenditure on drug abuse by governments (the focus of this study). The reports estimate expenditure on social costs (not private costs) as a whole, encompassing the various categories of who bears the costs, including governments, NGOs, individuals and businesses. They cover both tangible costs (e.g. government expenditures) and intangible costs (e.g. the dollar value of pain and suffering). The authors define the economic costs of drug abuse, for the purposes of their research, as 

The value of the net resources which in a given year are unavailable to the community for consumption or investment purposes as a result of the effects of past and present drug abuse, plus the intangible costs imposed by this abuse (Collins & Lapsley 2002, p. 13).

Their estimates are conservative owing to the absence of data and the drug-attributable fractions needed for a fully comprehensive assessment. 

A key focus of these studies is net costs. So, for example, significant savings in medical expenditure from premature deaths caused by cigarette smoking ($281 million in 1998-99) are deducted from the gross medical costs attributed to smoking ($490 million) to obtain a net medical cost of smoking of $209 million.

Their findings for the 1998-99 year follow.

	Table 1
The social costs of drug use, 1998-99

	
	Alcohol
$m
	Tobacco
$m
	Illicit drugs
$m
	All drugs
$m

	Tangible
	5,541
	7,587
	5,107
	18,341

	Intangible
	2,019
	13,476
	969
	16,099

	Total
	7,560
	21,063
	6,076
	34,440

	Proportion of total
	22%
	61%
	18%
	100%


Source: Collins, DJ & Lapsley, HM 2002, Counting the cost: estimates of the social costs of drug abuse in Australia in 1998-9, Monograph Series no. 49, Commonwealth Department of Health and Ageing, Canberra, p. 59.

The report also provides information on the impacts of drug abuse on government budgets (pp. 63-8) but its aggregated nature and use of net costs makes those figures, while important, not useful for the purpose of this report. 

The ACT has 1.6% of the Australian population. On that basis, the social costs of drug abuse in the ACT can be conservatively estimated, from Collins & Lapsley’s findings, to be some $551 million in 1998-9 or $681 million in 2005 dollars.

Interestingly, Professor Peter Reuter, a leading scholar in this area, argues that estimates of the overall social costs of drug abuse are ‘of limited relevance’ for policy purposes, compared with the policy usefulness of estimates of drug budgets. This is because 

The counterfactual they pose [no drug abuse] is not one that can be attained. The drug budget helps describe what policies a government is using to reduce drug use and related problems, a preliminary to deciding whether the level and composition of those policies is appropriate (Reuter 2006, p. 316).

Drug Policy Modelling Project estimates of illicit drug-related government spending

As part of the national Drug Policy Modelling Project (Ritter 2005) a study has been conducted by economist Tim Moore of Turning Point Alcohol & Drug Centre of Commonwealth, State and Territory Government expenditure on illicit drugs. A summary of the findings has been published (Moore 2005) and a full report (Moore in press) will soon become available. 
Moore’s data cover the 2002-03 year. He estimated that, in that year, the Australian, State and Territory Governments’ expenditure on illicit drugs totaled $3.2 billion. Proactive expenditure (i.e. direct expenditure on drug interventions) was $1.3 billion (41% of the total) and reactive expenditure (i.e. spending on the consequences of drug use) was $1.9 billion (59%). 

An analysis by sector revealed that law enforcement and interdiction accounted for 56% of the total expenditure, followed by prevention (22%), treatment (19%), harm reduction (2%) and other (1%).

Approximately two-thirds of the expenditure occurred at the State/Territory level, meaning that, if the national State/Territory estimate applies in the ACT, ACT Government expenditure on illicit drugs in 2002-03 was about $34 million or $39 million in 2005 dollars.

ACT health sector expenditure 

The health and criminal justice sectors account for the bulk of ACT Government expenditure on drugs. This section provides estimated expenditure in the health sector. It includes expenditures on ACT Health’s Alcohol and Other Drug Policy Unit, the Alcohol and Drug Program and hospitals. A number of other health sector areas are identified but it has not been possible to estimate their drug-attributable expenditures.

A significant proportion of ACT health expenditure is made directly by the Australian Government, for example through the Pharmaceutical Benefits Scheme and the Medical Benefits Scheme. Other Commonwealth funds are allocated through ACT Health for specific, identified purposes, such as the COAG illicit drug diversion initiative. The focus of this report, however, is ACT Government expenditures, so these Australian Government expenditures are excluded, as is private expenditure such as that on health insurance. 

The estimated total health sector expenditure by the ACT Government in 2004-05 was at least $18.767 million, as summarised in Table 2.

	Table 2
Estimated ACT Government health sector expenditure on drug abuse, 2004-05

	Area
	Amount
$ million
	%

	Alcohol & Other Drug Policy Unit
	6.639
	35

	Alcohol & Drug Program
	5.000
	27

	Hospitals
	7.128
	38

	Total
	18.767
	100


Details follow.

ACT Health: Alcohol & Other Drug Policy Unit and Alcohol & Drug Program

Introduction

ACT Health has two large cost centres relating to drugs, the Alcohol and Other Drug Policy Unit and the Alcohol and Drug Program (ADP). The first of these is responsible for policy, including the implementation and evaluation of the ACT Alcohol, Tobacco and Other Drug Strategy 2004-2008 (Australian Capital Territory Government 2004). It is also responsible for funding ACT drug service NGOs and managing specific Australian Government-funded drug interventions within the Territory, including the illicit drug diversion initiative. During 2004-05, but not in the following year, the Australian Government funded projects included parent education, Supporting Communities to Support Young People & Families and Grandparents Parenting Grandchildren. 

The Alcohol and Drug Program is a health service agency, providing an opioid treatment service, diversion (assessment and co-ordination), withdrawal services, outpatient counselling, case management and an alcohol and drug family skills education program.

The Australian Institute of Health and Welfare publishes information on national and state/territory public health expenditure (Australian Institute of Health and Welfare 2006). One of the categories covered is ‘prevention of hazardous and harmful drug use’. The latest issue in this series covers the period to 2003-04. It is valuable in placing health sector drug expenditure into the broader public health expenditure context, but does not contribute to the following estimates as they are derived from sources that are more up-to-date and comprehensive than the AIHW report’s.

Methods

Data on the 2004-05 expenditure have been provided by the Alcohol and Other Drug Policy Unit of ACT Health.

Results

The 2004-05 expenditure for the two programs combined was $12.554 million. Of this total, $7.554 million (60%) was allocated for the work of the Alcohol and Other Drug Policy Unit and $5.000 million (40%) for the Alcohol and Drug Program.

Of the total, some 7.3% was funds provided by the Australian Government to implement various COAG initiatives, including diversion. Removing these Commonwealth funds from the total gives an ACT Government expenditure of $11.639 million: $6.639 million for the Alcohol and Other Drug Policy Unit and $5.0 for the Alcohol and Drug Program.

The Alcohol and Other Drug Policy Unit’s budget can be disaggregated as follows.

	Table 3
Alcohol and Other Drug Policy Unit 2004-05

	Item
	$m
	%
	ACT Govt
component
%

	NGO services
	6.379
	84.4
	96.1

	Alcohol & Drug Strategy priority areas
(incl. peer education, case management
& syringe vending machines trial)
	0.260
	3.4
	3.9

	Diversion (Australian Government funds)
	0.518
	6.9
	--

	Other COAG initiatives
(Australian Government funds)
	0.397
	5.3
	--

	Total
	7.554
	100.0
	100.0


Comment

Most of the ACT Government’s expenditure directly on drug services goes to the NGO sector ($6.4 million) or the ADP ($5.0 million). The Australian Government’s contribution in 2004-05 was small by comparison.

ACT Health: hospital expenditure

Introduction

Hospital costs are a major component of the ACT’s drugs expenditure. Total expenditure by governments on ACT hospitals in 2002-03 was $327 million with the ACT Government accounting for $201 million or 67% (Australian Institute of Health and Welfare 2005, p. 121). 

Expenditure on drug abuse in the hospital sector is notoriously difficult to calculate as most of the drug-related medical conditions treated in hospitals are not directly identifiable as such. For example, some 90% of lung cancer cases in males and 65% in females are caused by cigarette smoking (Ridolfo & Stevenson 2001, p. 74). By extension, similar proportions of hospital admissions/separations could be classified as caused by smoking. In contrast, a person admitted with the diagnosis of ‘Mental and behavioural disorders due to use of alcohol: withdrawal state with delirium’ would be classified as a 100% drug-caused admission. Painstaking research has been undertaken, at the national level, to identify the proportions of the various medical conditions that can be attributed to drugs (English & Holman 1995; Ridolfo & Stevenson 2001). 

Methods

Attributable fractions are not available for the ACT so the national fractions are applied, using Collins & Lapsley’s data. Nationally, 46% of hospital expenditures were made by the State & Territory Governments in 2003-04 (Australian Institute of Health and Welfare 2005, p. 52), and it is assumed for present purposes that this proportion applies to the ACT. The ACT’s proportion of the national population (1.6%) has been applied to Collins & Lapsley’s national figures and the results have been adjusted to allow for the ACT’s proportion of expenditures (46%) and CPI increases to the 2004-05 year. 

Results

Total drug abuse expenditure on ACT hospitals, by the ACT Government, is estimated to be $7.128 million in 2004-05, comprising tobacco $6.354 million (89%), illicit drugs $0.504 million (7%) and alcohol $0.270 million (4%). 

This is 2.0% of the total expenditure that year on hospitals (‘acute care institutions’) by the ACT Government. 

Comment

The dominance of ACT hospital costs attributed to tobacco smoking—active and passive—is notable. Hospital costs from smoking in 2001-02, nationally, have recently been estimated at $682 million or 8.1% of total hospital costs (Hurley 2006).

 Health sector: other areas, not costed

ACT Health incurs drug-related expenditure in a range of areas additional to those described above. The sums involved have not been costed owing to the lack of publicly available data and/or the absence of a valid estimation technique. In most cases the sums involved are relatively small. These areas include the following

· ACT Health & Medical Research Fund

· Community health services

· Community psychiatric services

· Health Protection Service (tobacco licence regulation)

· HealthPACT (health promotion)

· Indigenous health

· Population Health Research Centre

· Sexual assault support services

ACT criminal justice sector expenditure

The criminal justice sector, as with the health sector, is the locus of substantial ACT Government expenditure on drug abuse. Estimates of expenditures have been made for ACT Policing, courts, public prosecutions, ACT adult prisoners in NSW prisons, ACT remandees, people sentenced to periodic detention, and juvenile offenders detained at Quamby Youth Detention Centre.

The estimated total criminal justice sector expenditure on drug abuse by the ACT Government in 2004-05 was at least $65.513 million, as summarised in Table 4.

	Table 4
Estimated ACT Government criminal justice sector expenditure on drug abuse, 2004-05

	Area
	Amount
$ million
	%

	ACT Policing
	40.661
	62

	Courts and public prosecutions
	13.964
	21

	Adults in detention
	9.064
	14

	Juveniles in detention
	1.824
	3

	Total
	65.513
	100


Details follow.

ACT Policing

Introduction

A significant amount of police work is concerned with drugs, including law enforcement relating to illegal drugs and alcohol, and preventive programs such as drug education. In 2004-05 39,288 offences were reported by/to ACT Policing; this included just 568 categorised as ‘drug offences’, i.e. offences related to illegal drugs such as cultivate, manufacture, possess, supply, etc. (Australian Federal Police 2005, p. 133). Of course, drugs, including alcohol, were implicated in or actually caused many other offences. Estimates of ACT Policing expenditure on drug abuse need to take this into account. 

Methods

A number of different methods have been used to estimate the proportion of police activity and police expenditure that is related to drugs (e.g. Australian Federal Police n.d.; Makkai & McGregor 2002; Mayhew 2003; McFadden, Mwesigye & Williamson 2002). The most widely used approach in Australia is to apply a fraction derived from the Drug Use Monitoring in Australia (DUMA) project of the Australian Institute of Criminology (AIC) (Schulte, Mouzos & Makkai 2005). This project involves interviews with people apprehended by police for any offence. The alleged offenders are interviewed about their drug use and the involvement of drugs in their criminal behaviour, among other things. From the data AIC researchers have estimated attributable fractions for drugs as the causes of the offending: a lower bound of 37% and an upper bound of 52%, with a mid-point 44.5% (Makkai & McGregor 2002). Collins & Lapsley used the DUMA data to produce part of their national estimates of government expenditure on policing in Australia, and the DUMA fractions are applied here.

Results

ACT Policing expended a total of $91.373 million in 2004-05 (Australian Federal Police 2005). 44.5% of this, the fraction that can be attributed to drug-crime, is $40.661 million. 

Comments

ACT Policing’s expenditure on drug abuse is the largest single component of total ACT Government spending in this area (48% of the total), three times that of ACT Health.

ACT courts & tribunals, and public prosecutions

Introduction

As with policing, a substantial proportion of the work of the courts and the Office of the Director of Public Prosecutions (DPP) is concerned with drugs. It is estimated that, in 2004-05, 50 matters were finalised in the ACT Court of Appeal, 2,400 matters finalised in the Supreme Court and 30,000 finalised in the Magistrates Court (Australian Capital Territory Government 2005b, appendix p. 76). In addition, the DPP provided 4,555 days of prosecutor services and 14,900 concluded prosecution matters (op. cit., appendix p. 80).

Methods

Following the approach used by Collins & Lapsley, the estimate here applies the same attributable fraction as used to estimate the proportion of ACT Policing expenditure that goes to drugs, namely 44.5%. This fraction is derived from DUMA data, as explained in the ACT Policing estimates section, above.

Results

The Department of Justice and Community Safety expended $24.713 million in 2004-05 on courts and tribunals and $6.666 million on public prosecutions, a total of $31,379 million (op. cit., pp. 338-9). 44.5% of this, the fraction that can be attributed to drug-crime, is $13.964 million. 

Comments

The court and prosecutors’ work with respect to drugs is another major area of ACT Government expenditure, similar in magnitude to ACT Health’s expenditures on NGO drug programs and its Alcohol and Drug Program combined. 

 Adult prisoners

Introduction

ACT Corrective Services, a component of the Department of Justice and Community Safety, is responsible for the custody of and providing services to people on remand and on periodic detention. It also funds prisoners held in NSW correctional facilities and people sentenced to community service work in the ACT. Some of these offenders have drugs implicated in the causes of the offending that resulted in their sentences. 

It is frequently stated that some 80% of prisoners are in custody owing to drugs (e.g. Australian Bureau of Criminal Intelligence 2000). This statement is rarely subjected to critical enquiry. It seems to reflect evidence as to lifetime use of drugs or problematic use of drugs immediately prior to arrest, rather than drugs as a specific cause of imprisonment (e.g. Butler & Milner 2003).

Since drugs have been the cause of offending that results in some people being sentenced to prison, periodic detention or community service work, or being held on remand, the expenditure in these areas can be counted as ACT Government drug expenditure. 

Methods

The Budget Papers provide the average cost in 2004-05 per prisoner per day for remand, for sentenced prisoners in NSW and for prisoners on periodic detention, and the average number of people in each of those categories at any one time (Australian Capital Territory Government 2005b). The product of the two gives a total per day cost which, multiplied by 365, gives an annual cost.

The adult prisoners arm of the Australian Institute of Criminology’s Drug Use of Offenders (DUCO) study provides a national estimate of the extent to which drugs caused the offences leading to imprisonment: conservatively 39% of male cases were classified as drug-caused (Makkai & Payne 2003) and 41% of female cases (Johnson 2004). Owing to the relatively small number of female prisoners, the male proportion (39%) is used to produce a conservative estimate. The ACT Government expenditure was estimated by applying the proportion 39% to the estimated total cost of the three types of detention in 2004-05.

Results

In 2004-05 there was an average of 70 remandees at any one time, costing an average of $435 per day, a full-year cost of $11,114 million. 39% of this (the proportion conservatively estimated to be drug-caused) is $4.335 million.

In that year there was an average of 125 prisoners at any one time, costing an average of $200 per day, a full-year cost of $9.134 million. 39% of this is $3.562 million.

An average of 25 people were on periodic detention at any one time that year, costing an average of $328 per day, a full-year cost of $2.993 million. 39% of this is $1.167 million.

The conservative estimate of expenditure on adult detention covering adult remandees, prisoners and periodic detainees combined in 2004-05 totals $9.064 million. 

Comments

Detention for drug-caused offences consumes a significant amount of correctional resources. The estimates provided here only cover recurrent expenses, not capital works. In this context, it is noted that the ACT Government has budgeted $110 million in capital works funds for the new Canberra correctional facility, the Alexander Maconochie Centre, which is planned to open in the 2007-08 year. 

Juveniles in detention at Quamby

Introduction

The ACT Office for Children, Youth and Family Support is an administrative unit of the ACT Department of Disability, Housing and Community Services. It has among its responsibilities the detention of some juvenile offenders and alleged offenders. Since drugs are implicated in many of the offences committed by these young people, part of the expenditure on detention is classified as ACT Government drug abuse expenditure.

Methods

The Budget Papers provide the average cost per custody day at Quamby Youth Detention Centre in 2004-05 and the number of custody days in that year (Australian Capital Territory Government 2005b). The juvenile justice arm of the Australian Institute of Criminology’s Drug Use of Offenders (DUCO) study provides a national estimate of the extent to which drugs were involved in the offences leading to detention: conservatively 33% of cases were drug-caused (Prichard & Payne 2005). The ACT expenditure was estimated by applying the proportion 33% to the product of the number of bed-days and the cost per bed-day in 2004-05.

Results

In 2004-05, 5,500 bed-days of custody occurred at Quamby Youth Detention Centre. The average cost per custody day was $1,005 producing a total expenditure for the year of $5.528 million. 33% of this sum, the proportion conservatively assumed to be drug-caused, is $1.824 million.

Comments

The bed/day costs of juvenile detention are very high compared with adult imprisonment. 

This estimate is for operating costs alone. The cost of the current project to replace Quamby Youth Detention Centre ($40 million) is not included here.

Criminal justice sector: other areas, not costed

Drug-related expenditure takes place in a number of areas additional to those described above. The sums involved have not been costed owing to the lack of publicly available data and/or the absence of a valid estimation technique. These areas include the following

· alcohol licence regulation: Department of Justice and Community Safety

· community based services for children and families: ACT Office for Children, Youth and Family Support

· community service work hours performed by offenders: Department of Justice and Community Safety

· probation & parole: Department of Justice and Community Safety

Other sectors, costed

Emergency Services: ambulance

Introduction

The ACT Ambulance Service is a component of the ACT Emergency Services Authority, along with the ACT Fire Brigade, ACT Rural Fire Service and the ACT State Emergency Service. The Authority’s 2004-05 expenditure was $65.799 million (Australian Capital Territory Emergency Services Authority 2005). 

Methods

Information on the Ambulance Service’s expenditures are not provided in the Authority’s Annual report nor in the ACT Budget documents. It is available, however, in the Productivity Commission’s Report on Government Services (Steering Committee for the Review of Government Service Provision 2006).

The Ambulance Service attends many incidents that are drug-related, including drug overdoses and alcohol-related events including injuries from interpersonal violence and road crashes. They have provided information on the number of incidents they have attended (callouts) that that they classify as ‘overdoses’. This includes overdoses of alcohol poisoning, pharmaceutical products, illegal drugs, etc. 

The number of incidents attended by ambulances in 2004-05 is provided in the Emergency Services Authority’s annual report (Australian Capital Territory Emergency Services Authority 2005, p. 15).

Australian research suggests that some 7% of ambulance callouts nationally are to road crashes (Bureau of Transport Economics 2000, p. 41) and that 36% of road crashes nationally are alcohol-related (Federal Office of Road Safety 1996, p. 1). From these figures attributable fractions for ambulance callouts for overdoses and alcohol-related road crashes can be calculated. 

Results

In 2004-05 the Ambulance Service attended a total of 23,155 incidents. Its total expenditure was $14.5 million (net of transport fees levied) giving a cost per callout of $626.21. 

In that year they attended 715 incidents classified as overdoses accounting for an expenditure of $0.448 million. 

It is estimated that they attended 584 alcohol-related road crashes with an estimated expenditure of $0.366 million. 

The estimated total 2004-05 expenditure for ambulance callouts to overdoses and alcohol-related road crashes combined is $0.814 million.

Comments

This is a conservative estimate of drug-related ambulance expenditures as it does not cover some incidents of this type, including drug-related assaults and unintentional injuries from falls, etc.

Other sectors, not costed

The information provided above covers the large outlays on drugs in the health and criminal justice sectors. Initiatives addressing drugs are implemented, however, in a range of other sectors and ACT Government agencies. Details are not provided here either because it is not possible to estimate (from the information publicly available) what proportion of the particular agency’s activities and expenditures are drug related, or because expenditure data are not in the public domain. Nonetheless, this section seeks to identify those other areas of expenditure with the hope that the sums involved may be identified in the future and incorporated into an updated version of this study.

Fire Brigade and Rural Fire Service

The ACT Fire Brigade and ACT Rural Fire Service are components of the ACT Emergency Services Authority. In 2004-05 the Fire Brigade attended 9,499 incidents including 1,093 fires, and the Rural Fire Service 130 incidents (Australian Capital Territory Emergency Services Authority 2005). A proportion of the work of these agencies is drug related, including house fires and bush fires caused by discarded cigarettes, and attendance at alcohol-related road crashes with fire hazards. It is noted that the Queensland Fire and Rescue Service estimates that 1.9% of fires are caused by smokers’ materials (excluding matches and lighters) (Collins & Lapsley 2002, p. 31), some 44% of fire injuries are thought to be attributable to alcohol and 23% to tobacco (English & Holman 1995, pp. 213-4, 464-5) and, in one study, 59% of people who died in house fires had blood alcohol concentrations exceeding 0.08 g% (Chernichko, Saunders & Tough 1993).

Disability, housing and community services

The ACT Department of Disability, Housing and Community Services is expected to spend $126.4 million in 2005-06. A proportion of this will be drug-related, including services for people experiencing disabilities owing to alcohol-related injuries and drug overdoses.

The Department’s early intervention programs and those directed at children with high and complex needs also have a drug focus, as research has demonstrated the beneficial impacts of such programs in reducing the subsequent incidence and severity of drug use (Karoly, Kilburn & Cannon 2005).

Children, youth and family support

The ACT Office for Children, Youth and Family Support operates Quamby Youth Detention Centre, discussed above, and has a range of other services for children, young people and their families focusing on both prevention and responding to problems. These include individual support packages, child protection work and early intervention services. Many of these deal with drug-related problems. 

Education and training

The ACT Department of Education and Training funds drug education programs in schools and has early intervention initiatives focusing on preschoolers’ developmental needs, clearly a drug-related service.

 Conclusions and recommendations

This is the first attempt to provide an estimate of the ACT Government’s expenditure on drug abuse. The estimated total expenditure was $85.094 million in 2004-05, made up as follows.

	Table 5
Estimated ACT Government expenditure
on drug abuse, 2004-05

	Area
	Amount
$ million
	%

	Health sector
	18.767
	22

	     Alcohol & Other Drug Policy Unit
	6.639
	

	     Alcohol & Drug Program
	5.000
	

	     Hospitals
	7.128
	

	
	
	

	Criminal justice sector
	65.513
	77

	     ACT Policing
	40.661
	

	     Courts and public prosecutions
	13.964
	

	     Adults in detention
	9.064
	

	     Juveniles in detention
	1.824
	

	
	
	

	Emergency services: ambulance
	0.814
	1

	
	
	

	Total
	85.094
	100


These estimates are subject to the caveats mentioned in the introduction. First, they are conservative estimates owing to the absence of expenditure data in some areas and/or the absence of valid techniques for developing drug-attributable fractions for expenditures that are not readily identifiable as drug-related.

Secondly, in a number of areas it was not possible to directly identify drug expenditure so attributable fractions were applied. Scope exists to refine and improve the accuracy of these fractions with specific reference to the ACT. The results of doing so could be expenditure figures somewhat different from those presented here.

Thirdly, in some cases national data have been used, adjusted for the proportion that the ACT’s population is of the national total. The resulting data need to be used with caution in the absence of research evidence about how closely the national figures apply to the ACT.

Comparisons with other estimates of drugs expenditure

The social costs of drug abuse

In the early part of this report it was mentioned that Collins & Lapsley estimated that the social costs of drug abuse in Australia in 1998-99 were $34,440 million. It was also noted that, after adjusting for the size of the ACT population, that represents total ACT social costs of $681 million in 2005 dollars. The present estimate of ACT Government expenditure on drug abuse of $85.094 million in that year is 12% of the estimated social costs. 

This may be compared with the observation that ‘In the countries for which results are already available, the drug budget on average represents only about 5% of the social costs of drugs use’ (Single et al. 2003, p. 29). It should be recalled that the ‘drug budget’ to which Single et al. refer is expenditures on all drugs less drug-related revenue.

Government expenditures on illicit drugs

As part of the national Drug Policy Modelling Project, Moore has estimated Australian Governments’ expenditure on illicit drugs for the 2002-03 year (Moore in press). If his national data apply in the ACT, then ACT Government expenditure on illicit drugs would be in the vicinity of $39 million in 2005 dollars. The ACT estimates presented in Table 5, above, are broadly consistent with this figure.

The concentration of expenditures 

A recent overview of government expenditures on drug abuse in the European Union nations has highlighted the concentration of expenditures: ‘just a few categories of spending account for most of the total…law enforcement appears to account for more than 50% in a number of countries (Austria, Belgium, France, the Netherlands, Spain, Sweden and the United Kingdom)’ (Ballotta & Bergeron 2006, p. 339, drawing on Postma 2004). 
This may be compared with the current estimate of ACT Policing incurring 48% of the total ACT Government expenditure, and the criminal justice system as a whole incurring 77% of the total. 

The ACT Budget

The total ACT Government expenditure for 2004-05 was $2,668 million (Australian Capital Territory Government 2005a, p. 3). The $85.094 million conservatively estimated as expenditure on drug abuse was 3.2% of that total.

Recommendations

This report has been prepared for the ACT Alcohol, Tobacco and Other Drug Strategy Implementation and Evaluation Group in response to members’ question, how much does the ACT Government spend on preventing and responding to drug abuse? It is recommended that the Implementation and Evaluation Group consider the following issues

1. Are these estimates useful?

2. If so, how may they be used in the context of implementing, monitoring and evaluating the ACT Alcohol, Tobacco and Other Drug Strategy, and/or in other ways? (Suggested uses of this type of estimate are listed in the Introduction section of this report.)

3. Is it desirable that further research be undertaken to improve these estimates in terms of their scope and accuracy, and to update them from time-to-time?
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� 	In this paper the word ‘drug’ means all psychoactive substances, legal and illegal, including alcohol, tobacco, psychoactive pharmaceutical products, performance & image enhancing drugs and the illegal drugs, the approach taken in the ACT Alcohol, Tobacco and Other Drug Strategy 2004-2008.


� 	A recent issue of the international journal Addiction (vol. 101, no. 3, March 2006) has a special focus on this topic.


� 	A High Court decision resulted in the ACT, along with the States and the NT, ceasing to collect revenue (fees/taxes) on alcohol and tobacco. These are now collected by the Australian Government and returned to the ACT in its overall grants program. The ACT’s alcohol and tobacco tax revenue of $47 million in 1997-98 would be $58 million in 2005 dollars. 


The 2004-05 Australian Government revenue from excise on beer and potable spirits was $2,460 million, from the wine equalisation tax $690 million and from tobacco excise $5,280 million, a total of $8,430 million (Australia 2005). 1.6% of this figure (the proportion that the ACT has of the national population) is $134.88 million.





