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4 Cost-benefit analysis of interventions targeting 
Indigenous over-representation 

SUMMARY 

Using Mayhew’s analysis of Counting the costs of crime in Australia 
(2003) approximations can be made in terms of the financial cost-benefit 
of interventions targeting Indigenous over-representation in Victoria’s 
criminal justice system.  In 2001-02 the cost of crime in Victoria was 
approximately $8 billion.  While Indigenous people made up 0.54 per 
cent of Victoria’s population in 2001, they are greatly over-represented in 
the Victoria’s criminal justice system. 
 
Indigenous people tend to be involved in a number of the more costly 
crimes, for example, assault and residential burglary, although less likely 
to perpetrate fraud (the most costly crime).  Crime committed by 
Indigenous people, and over-representation in the criminal justice 
system, cost the Victorian economy an estimated $264 million in 2001-
02.  However, if Indigenous people were not over-represented in the 
criminal justice system it would have cost $43.2 million, representing an 
over-representation cost of $220.8 million in 2001-02.  
 
Based on prison projections, the cost of over-representation of 
Indigenous people in crime and the criminal justice system will reach 
approximately $250.8 million in 2008.  However, estimating in dollar 
terms the damage done by continuing over-representation of Indigenous 
people cannot be an exact exercise – specific cost data for the criminal 
justice system processing of Indigenous offenders remains problematic.  
The most tragic cost of Indigenous over-representation is in the lives lost 
and disrupted, the many social, personal and family consequences.  
These costs in human terms should also be considered in any attempt to 
understand and address the consequences of Indigenous over-
representation. 

 
The following financial cost-benefit analysis of interventions targeting Indigenous over-
representation in Victoria’s criminal justice system is based on Mayhew’s analysis of the 
cost of crime in Australia.  The methodology and assumptions inherent in these analyses 
are outlined in her paper, Counting the costs of crime in Australia (2003). The following 
arguments are used in constructing the cost-benefit analysis: 

 The total annual cost of crime (including crime prevention and justice costs) in 
Australia in 2001-02 was approximately $32 billion (Table 4.1) and therefore the cost of 
crime in Victoria was approximately $8 billion4. 

 Aboriginal people made up 0.54 per cent of Victoria's population in 2001 (ABS, 2001) 
and 4.40 per cent of the Victoria's prison population.  Data presented elsewhere in this 

                                                     
4 $32,000 million X 0.25 (1/4 of Australia’s population lives in Victoria). 
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report indicates that this level of over-representation is likely to be consistent across all 
components of the criminal justice system.  

 Data presented by Weatherburn et al. (2003) demonstrates that Indigenous over-
representation is largely the result of higher offending rates in the Indigenous 
community.  It is likely that some of the over-representation  is also a result of 
individual and systemic discrimination against Indigenous people when they come in 
contact with the criminal justice system. 

 Table 4.2 documents the costs associated with each type of crime. Arson, drug, fraud, 
assault, criminal damage, burglary and homicide-related crime are the most expensive 
to the community, in financial terms.  Data presented by Weatherburn et al. (2003) 
and Walker (1987) demonstrates that Indigenous people are considerably more likely 
to be involved in a number of the more costly crimes, although they are probably less 
likely to perpetrate fraud (the most costly crime).  Given these considerations, it is 
assumed that the types of crimes generally committed by the Indigenous population 
are at least as costly to the victim and to the general community as those committed 
by non-Indigenous offenders.   

 
Based on this data, crime committed by Indigenous people and over-representation in the 
criminal justice system cost the Victorian economy $264 million5 in 2001-02.  It would have 
cost $43.2 million6 if Indigenous people were not over-represented.  This means that the 
over-representation cost the Victorian community $220.8 million7 in 2001-02 
 
Indigenous people made up 4.5 per cent of the prison population in June 2002 and 4.6 per 
cent in June 2003 against an estimate of 4.9 per cent in June 2008 (projection illustrated in 
Figure 3.17).  Based on the figures and assumptions used to calculate the 2001-02 cost, 
the over-representation in crime and the criminal justice system of Indigenous people is 
currently costing the Victorian community about $232.8 million annually8.  It is projected 
that it will be costing approximately $250.8 million9 in 2008, an $18 million annual increase 
on the current cost.  This represents an increase of 1,414 Indigenous people into the 
criminal justice system. 
 

Table 4.1: Total annual cost of crime in 2001-02 

 $ million 
Costs in dealing with crime 
Criminal justice system 6,400 
Private security industry 3,140 

                                                     
5 $32,000 million (total cost of crime in Australia) X 0.25 (proportion of Australian population that lives in Victoria) X 4.4% 

(percentage of people in contact with criminal justice system who are Indigenous) X 0.75 (amount of over-representation 
due to higher crime rates) X 1 (cost profile of crime the same as rest of the community) = $264 million. 

6 $32,000 million (total cost of crime in Australia) X 0.25 (proportion of Australian population that lives in Victoria) X 0.54% 
(percentage of Indigenous persons in contact with criminal justice system if there was not over-representation) X 1 (crime 
rates the same as rest of community) X 1 (cost profile of crime the same as rest of community) = $43.2 million. 

7 $264 million - $43.2 million = $220.8 million. 
8 $32,000 million (total cost of crime in Australia) X 0.25 (proportion of Australian population that lives in Victoria) X 4.6% 

(percentage of people in contact with criminal justice system who are Koori) X 0.75 (amount of over-representation due 
to higher crime rates) X 1 (cost profile of crime the same as rest of the community) = $276 million - $43.2 million = $232.8 
million 

9 $32,000 million (total cost of crime in Australia) X 0.25 (proportion of Australian population that lives in Victoria) X 4.9% 
(percentage of people in contact with criminal justice system who are Indigenous) X 0.75 (amount of over-representation 
due to higher crime rates) X 1 (cost profile of crime the same as rest of the community) = $294 million - $43.2 million = 
$250.8 million 
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 $ million 
Household precautions 1,830 
Provision for victims 880 
Insurance administrative costs 500 
Sub-total 12,750 
Crime costs 
Property loss 4,070 
Medical costs 250 
Lost output 2,180 
Intangible losses 3,320 
Arson 1,350 
Drugs (not elsewhere included) 1,960 
Fraud 5,880 
Sub-total 19,030 
Total 31,780 

Note: Figures may not sum to total due to rounding. 
Source: Mayhew (2003). 

 

Table 4.2: Summary of average and total cost estimates per crime in 2001-02 
Type of Crime Property 

stolen and 
damaged 

($) 

Medical 
costs ($) 

Lost output 
($) 

Intangible 
costs ($) 

Average 
cost ($) 

Total cost 
($m) 

Homicide – 7,600 1,190,000 380,000 1,600,000 930 
Assault – 200 700 800 1,800 1,440 
Sexual Assault – 200 1,100 1,200 2,500 230 
Robbery 800 300 1,100 1,500 3,600 600 
Residential 
burglary 

1,100 n.e. 100 800 2,000 1,650 

Non-res. burglary 2,400 n.e. 1,200 800 4,500 790 
Theft of motor 
vehicles 

4,000 n.e. 700 1,300 6,000 880 

Shoplifting 100 n.e. 10 n.e. 110 810 
Theft from motor 
vehicle 

270 n.e. 20 260 550 530 

Other theft and 
handling 

200 n.e. 10 150 360 640 

Criminal damage 350 n.e. 50 300 700 1,340 
Arson – – – – – 1,350 
Drugs (n.e.i) – – – – – 1,960 
Fraud – – – – – 5,880 
Total losses ($m)      19,030 

n.e. = not estimated 
n.e.i. =not elsewhere included 
Note: Figures may not sum to total due to rounding. 
 Source: Mayhew (2003). 

 
Taking the calculations above into account together with, the qualitative assessment of cost 
in human terms, in lives disrupted and family dysfunction adds further weight to these cost 
indications.  Thus, for example, over-representation involves many more Indigenous men 
than women and impacts on men's capacity to earn income, and to participate and share in 
the family household and community obligations and activities.  It affects the capacity of 
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communities to work together effectively; for families to maintain parenting roles; disrupts 
education and training; distorts economic activity and frustrates involvement in the labour 
force, all to the detriment of Indigenous community as well as the wider community. 
 
Any figures on the cost of over-representation of Indigenous people in the Victorian 
criminal justice system are inevitably imprecise. While the most tragic cost of Indigenous 
over-representation is in the lives lost and disrupted, the many social, family and personal 
consequences and in the time lost in court appearances and in custody (for some, many 
years), there is a second cost, shared by all others in the wider community.  This is the 
economic cost and should also be considered in any attempt to understand and address the 
consequences of Indigenous over-representation.  
 




