The Parliament of the Commonwealth of Australia

Norfolk Island Financial
Sustainability

The Challenge — Sink or Swim

Joint Standing Committee on the National Capital and External Territories

November 2005
Canberra




© Commonwealth of Australia 2005
ISBI 0 642 78649 6 (printed version]

ISBI (1 642 78650 2 (HTML version)



Foreword

Norfolk Island is at the crossroads in relation to decisions that must be made
about its future financial sustainability. By isolation, its internal revenue base is
necessarily limited, and there is over reliance on its tourism industry which is
facing increased competition from other tourist destinations.

At the same time, there are increasing demands on government expenditure to
provide adequate government services and ensure key infrastructure is
maintained at acceptable levels. These competing pressures are significant and
should not be underestimated.

The Committee has examined Norfolk Island’s internal revenue-raising options,
and has also considered the ability of the Norfolk Island Government to increase
expenditure for government services and asset replacement. It is clear that the
challenge has become too great for the Norfolk Island Government alone to
confront and resolve.

What is needed is a more coherent long-term strategy which acknowledges the
gravity of the present fiscal situation and sets out solutions that would give more
certainty to Norfolk Island’s future financial sustainability.

The pathway to increased prosperity will not be easy and will not be quick. The
Committee has recommended that Norfolk Island should come under the income
taxation and welfare systems of the Commonwealth. This is currently the case for
the Indian Ocean Territories.

The implications of this proposal are much more significant than just the fact that
Norfolk Island residents could be subject to personal income tax. Norfolk Island
will be able to access the significant expenditure side of the Commonwealth
Budget - access of which has been generally denied to date.
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The Commonwealth Government will have a greater role in the delivery of
services and the upkeep of certain key infrastructure. It is abundantly clear to the
Committee that the status quo cannot and should not be maintained. The
Committee is of the view that all Australian citizens, irrespective of where they
choose to reside in the nation, deserve competent government administration and
service delivery to a standard no less than can be expected in any similar
jurisdictions in other States or Territories.

The Committee has stated its preference for the Commonwealth to resume
responsibility for social security, health and aged care services, national census
and economic statistics collection, immigration, customs and quarantine.
Commonwealth law should be applied to Norfolk Island, most particularly in the
areas of corporations law and trade practices. A range of State-type services, in-
so-far as they do not already exist, would also fall under the Commonwealth’s
umbrella, including primary and secondary school education and vocational
education and training, legal services and the courts, telecommunications,
broadcasting, and environment protection. The Commonwealth would also
resume responsibility for the funding and upgrade of Island infrastructure,
including the hospital, roads, the school, power generators, a deep water harbour,
and the airport.

The Committee makes this recommendation in the interests of fairness, equity and
justice for all residents of Norfolk Island, as citizens of the Commonwealth of
Australia.

The Committee is of the view that this arrangement would still leave a number of
significant matters to be managed and determined by the Norfolk Island
Government. The Commonwealth Government will require a local representative
body to assist in the provision of appropriate services and to lobby on behalf of the
Norfolk Island community. Clearly, the Norfolk Island Government and its
Administration are best placed to represent their local community.

The Committee is convinced that the adoption of its recommendations will lead to
greater financial sustainability, increased certainty, and a higher standard of living
for all those Norfolk Islanders who currently struggle financially.

In conclusion, and on behalf of the Committee, I would like to thank all those who
have contributed to this inquiry.

Senator Ross Lightfoot
Chairman
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Terms of reference

That the Joint Standing Committee on the National Capital and External
Territories report on measures to improve the operations and organisation of the
Territory Ministry and Legislature on Norfolk Island, with particular emphasis on
the need for a financially sustainable and accountable system of representative
self-government in the Territory.

The inquiry should consider possible alternative measures, such as:
a) direct elections for the position of Chief Minister; and
b) fixed terms of government.

These matters should be considered in the context of the financial sustainability of
self-government arrangements on Norfolk Island, with particular consideration of:

a) the findings of the Commonwealth Grants Commission documented in its 1997
report on Norfolk Island on the Territory's capacity to administer and fund
obligations associated with:

- current and future government functions and responsibilities;

- the Island's current and foreseeable infrastructure requirements;

- the provision of government services on Norfolk Island at an appropriate level;
b) subsequent government and parliamentary reports relevant to the above; and

c) the role of the Commonuwealth and its responsibilities for Norfolk Island as part of
remote and regional Australia.
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List of recommendations

Norfolk Island sustainability

Recommendation 1

The Committee recommends that a new taxation model be developed
whereby Norfolk Island is gradually incorporated into the taxation
regime of the Commonwealth of Australia. (Paragraph 3.115)

Recommendation 2

The Committee recommends that, on acceptance of Recommendation 1,
the Commonwealth make transitional financial arrangements to ensure
the Norfolk Island Government is adequately funded prior to the
implementation of the new taxation model. Particular emphasis should
be on:

m  replacing and/or maintaining depreciating infrastructure, notably
the hospital and the school;

m  key service provision, specifically health, aged care and social
services;

m  structural adjustment programs first, to sustain and increase the
Island’s tourism industry, and second, to diversify the economy to
the extent practicable; and

m  engaging in wide-ranging consultation and discussions with the
Norfolk Island Government and with the Norfolk Island
community. (Paragraph 3.116)
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