
Budget Strategy and Outlook 2016–17 

 

Overview 
The 2016–17 Budget focuses on growing innovation, attracting investment and transforming 
infrastructure. These are the necessary elements for job creation that will enable Queensland’s 
$300 billion economy to continue to grow and transition to a more diversified and robust base 
following the resource investment peak associated with building the State’s new liquefied natural 
gas (LNG) export industry. In 2016–17, Queensland will have a $10.666 billion capital program, 
including transport, health and education. 

Advance Queensland 

In a rapidly changing global economy, the Government’s Advance Queensland agenda is 
focussed on supporting local businesses to harness innovation, grow our regional economies, 
inspire the next generation of Queenslanders and create the jobs of the future. 

In line with the Advance Queensland agenda, the Government is taking action to help support 
and position the State’s businesses, industries and communities to respond to current and future 
challenges, while ensuring existing, new and emerging industries can capitalise on opportunities. 
Accordingly, the 2016–17 Budget includes the following initiatives: 

• fostering entrepreneurship and innovation; 
• promoting business investment and exports; 
• delivering and facilitating productive infrastructure; 
• growing our human capital; 
• optimising the use of our land and natural resources; and 
• leading an innovative, active and responsive public sector.  

The most significant of these measures are the $405 million Advance Queensland Package, a 
$100 million Regional Queensland Back to Work Jobs Package and a $2 billion State 
Infrastructure Fund.  

For rural and regional communities, the Budget includes support such as the Rural Assistance 
Package, extensions to the Building our Regions Program and Drought Assistance Package.  

Economic diversity 

The State continues to face national and international economic headwinds. In this environment, 
Queensland’s diversified economy, climate and natural assets, our connection to global supply 
chains, and our shared time–zone with expanding Asian markets are our competitive advantages. 
The 2016–17 Budget outlines the economic framework through which the Government will help 
drive the growth of a more innovative and productive Queensland, thereby boosting living 
standards and the quality of life for all Queenslanders.  

The 2016–17 Budget balances sustainable fiscal management with further diversifying the 
Queensland economy from a period of growth driven by significant resource investment towards 
more broad–based growth. 
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Regional Queensland Back to Work Package  

This Budget provides for a $100 million two–year Back to Work Jobs Package for Regional 
Queensland that will help get unemployed Queenslanders back to work, create jobs in the regions 
and boost local economies, by supporting up to 8,000 jobs across regional Queensland. This 
builds on the suite of Working Queensland initiatives already implemented by the Government to 
drive job creation across the State.  

The 2016–17 Budget provides for further debt reduction and at the same time, targeted initiatives 
to boost productivity through infrastructure investment. The total capital program in 2016–17 will 
be $10.666 billion.  

State Infrastructure Fund 

The $2 billion State Infrastructure Fund will support delivery of the transformational infrastructure 
that Queenslanders need today to prepare for the challenges of tomorrow and will provide:  

• $300 million towards the Priority Economic Works and Productivity Program; 
• $180 million towards the Significant Regional Infrastructure Projects Program; 
• $20 million towards Maturing the Infrastructure Pipeline; and 
• $1.5 billion for the next phase of priority infrastructure needs, to be informed by independent 

advice from Building Queensland, including the Building Queensland infrastructure pipeline of 
priority projects. 

Net operating surpluses across the forward estimates 

The net operating surplus of $867 million for 2016–17 is forecast to be the largest surplus since 
2006–07. Net operating surpluses are expected each year of the forward estimates, despite 
royalty revenue forecasts being revised down by $2.713 billion across the period 2015–16 to 
2018–19 since the Mid Year Fiscal and Economic Review (MYFER), and further downward 
revisions to State taxation revenue of around $350 million (net of measures) over the same 
period. Demonstrating the Government’s commitment to expenditure control, the new expenditure 
initiatives outlined in the 2016–17 Budget are partly funded through reprioritisations.  

Operating expenses are forecast to grow at a sustainable rate, averaging 2.9% per annum over 
the four years to 2019–20. This is less than the forecast rate of revenue growth of 3.2% per 
annum.  

Economic outlook  

The Queensland economy has improved during the last 12 months, with growth estimated to 
strengthen to 3½% in 2015–16 and 4% in 2016–17. 

This rebound in growth is underpinned by a surge in overseas exports, as LNG production ramps 
up and drives the value of Queensland exports to around $100 billion in 2019–20. 

In contrast to this robust outlook for Queensland exports, which reflects the benefits of an earlier 
surge in investment, conditions in the global and domestic economies remain subdued.  
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International economic conditions have weakened over the past year, with forecasts for global 
economic growth progressively downgraded by key international agencies and prospects for 
growth in industrial production in the State’s major export markets deteriorating. 

The more subdued global outlook has contributed to sharp declines in commodity prices, which 
have led Queensland coal and base metal producers to cut costs and reduced the prospects for 
new investment.  

As has been identified in previous State Budgets, business investment could not be sustained at 
the extraordinary levels recorded during LNG project construction and is forecast to fall in  
2015–16. Consistent with trends nationally, forward indicators also suggest that business 
investment more broadly may take longer to recover than previously expected. 

While growth in household consumption is expected to recover, it will remain below average, 
tempered by slow wages growth, subdued population growth and soft labour market conditions. 
Even so, low interest rates, solid house price growth and investor interest are driving a sustained 
recovery in dwelling investment, particularly in apartments in inner Brisbane.  

The ramp–up in LNG exports will see the trade sector drive overall economic growth in 
Queensland in both 2015–16 and 2016–17, with total overseas exports forecast to grow by 11% 
and 8% respectively.  

Overseas tourism exports are expected to experience substantial growth over the forecast period, 
driven by a combination of the lower A$ exchange rate and the expanding middle class in Asian 
nations. Similar trends are also supporting forecast growth in overseas education exports.  

Following a very weak result in 2014–15, headline labour market indicators for Queensland have 
improved in 2015–16, supported by employment gains associated with robust dwelling 
construction activity and the delivery of health and education services by the public and private 
sectors. 

This has also improved the outlook for unemployment, with the unemployment rate now forecast 
to average 6¼% in both 2015–16 and 2016–17, lower than the 6½% forecast at MYFER. 

Forecasts and projections across the forward estimates period for key economic variables are 
shown in Overview Table 1 and discussed in detail in Chapter 2. 
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Overview Table 1 Economic forecasts/projections, Queensland1 

 Actual Est. Act. Forecasts Projections 
 2014–15 2015–16 2016–17 2017–18 2018–19 2019–20 

Gross state product2 0.8 3½ 4 3½ 3 3 
Nominal gross state product 2.4 3½ 6 6¾ 6½ 6 

Employment 0.3 1¾ 1½ 1¾ 1¾ 1¾ 
Unemployment rate3 6.5 6¼ 6¼ 6 5¾ 5¾ 
Inflation 1.9 1½ 2 2½ 2½ 2½ 

Wage Price Index 2.4 2 2¼ 2¾ 3 3¼ 
Population 1.2 1¼ 1½ 1½ 1½ 1½ 

Notes:  
1. Unless otherwise stated, all figures are annual % changes. 
2. Chain volume measure (CVM), 2013–14 reference year. 
3. Per cent, year–average. 
Sources: ABS 3101.0, 6202.0, 6345.0, 6401.0 and Queensland Treasury. 

Fiscal outlook  

The 2016–17 Budget progresses the Government’s election commitments and provides new, 
aligned policy measures to support future economic growth. The Government continues to face 
significant weakness in royalties and key tax revenues and as a result has identified further 
responsible measures to refocus the balance sheet to lower debt, while enabling prudent 
infrastructure investment, such as committing $2 billion for the State Infrastructure Fund.  

Debt reduction 

The Government’s actions, consistent with its undertakings at the time of the 2015 State election, 
will continue to manage General Government Sector debt and provide additional funds for 
infrastructure investment without requiring the sale of government–owned corporations, without 
increases in taxes on Queenslanders, without cuts to services and without redundancies. Further 
detail on these measures is provided in Chapter 3. 

The Government is building on its budget strategy from the 2015–16 Budget through the Debt 
Action Plan, retaining and delivering on the fiscal principles introduced in that Budget. The 
strategy will be further strengthened through the introduction of an additional fiscal principle which 
ensures that growth in the public service, on average over the forward estimates, will be aligned 
with population growth. 

Net operating surpluses 

The net operating surplus of $867 million for 2016–17 is forecast to be the largest surplus since 
2006–07. Net operating surpluses are expected each year of the forward estimates, despite 
royalty revenue forecasts being revised down by $2.713 billion across the period 2015–16 to 
2018–19 since the MYFER, and further downward revisions to State taxation revenue of around 
$350 million (net of measures) over the same period. Demonstrating the Government’s 
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commitment to expenditure control, the new expenditure initiatives outlined in the 2016–17 
Budget are partly funded through reprioritisations.  

Operating expenses are forecast to grow at a sustainable rate, averaging 2.9% per annum over 
the four years to 2019–20. This is less than the forecast rate of revenue growth of 3.2% per 
annum.  

General Government Sector debt is estimated to be $4.443 billion lower in 2019–20 than its 
2014–15 high of $43.105 billion. Importantly, the debt to revenue ratio is declining significantly 
over the forward estimates to reach 68% in 2019–20 compared to 87% in 2014–15. General 
Government Sector debt in 2016–17 is expected to be $37.775 billion, a reduction of 
$10.441 billion compared with the 2014–15 Budget projection.  

The key fiscal aggregates of the General Government Sector for the 2016–17 Budget are outlined 
in the table below and are discussed in detail in Chapter 3. 

Overview Table 2 General Government Sector – key fiscal aggregates1 

 
2014–15 
Actual2 

$ million 

2015–16 
MYFER 

$ million 

2015–16 
Est. Act. 
$ million 

2016–17 
Budget 

$ million 

2017–18 
Projection 
$ million 

2018–19 
Projection 
$ million 

2019–20 
Projection 
$ million 

Revenue 49,765 51,354 49,976 53,449 55,349 55,097 56,674 
Expenses 49,224 50,180 49,824 52,582 54,123 54,775 55,934 
Net operating 
balance 542 1,175 152 867 1,225 321 741 

PNFA3 4,779 5,325 4,173 5,452 6,590 5,840 5,983 
Fiscal balance (581) (1,140) (940) (2,006) (2,114) (2,115) (1,042) 
Borrowing 43,105 37,973 35,698 37,775 38,000 38,365 38,662 
Borrowing 
(NFPS)4 75,233 73,878 72,715 75,270 76,939 77,976 78,869 

Notes:  
1. Numbers may not add due to rounding and bracketed numbers represent negative amounts. 
2. Reflects published actuals.  
3. PNFA: Purchases of non–financial assets. 
4. NFPS: Non–financial Public Sector. 
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