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TERMS OF REFERENCE

The Minister for Regional Services, Territories and Local Government has asked the
Conmittee to inquire into cost shifting onto Locai Government by State Governments
" and the financial position of Local Goverhment. This'will include an examination of:

- 2"
" funding from other levels of Government and utilisation of alternative fanding

Local Governrments current roles and responsibilities.

Current funding arrangements for Local ‘Govetnment, including allocation of .

: - sources by Local Governrient.

. The capacity of Local Governin _

~enhianced - role - in - developing - opportunities ' at ‘4 . regional - leve!l -including -

- opportunities for Councils . to work with other Councils and pool funding to
" achieve regional outcomes. . . . : S

ent to meet existing obligations and to take on an

Local Government expenditure and the impact on Local Governments financial

. capacity as a result of changes in powers, functions and responsibilities between '_ .
. the State and Local Government. - -~~~ - : - '
“The sco'pe“of achieving and 'r'atio‘nalisat_ion-fjf roles and 'féspon'Sibiiities'ﬁe:tv'veen R
the Jevels of Government, better use of resources and beiter quality services to

‘local communities. - P S

6. The findings of the Comrmonwealth Grants Commission Review of the Local
- Government (Financial Assistance) Act 1995 of June 2001, taking info accounf

" the views of interested patties as sought by the Committee . I

" “The inquiry is to be conducted on'the basis that outcomes will be budget neutral for the
- Commonwealth = C L .




INTRODUCTION

Pyreﬁees Shire has pleasure in presenting a stiapshot of its ope'ra{icins to the Comimittee to -
" highlight not only the unrealistic dependence Council has on direct and indirect revenue
raising but the direct linkage of cost shifting on its day to day operations.

“From the outset Pyrenees Shire would 'li;ke to supﬁort an earlier submission made by the = -

Municipal Association of Victoria (MAV) on the credibility of this Committee, not in
' terms of its membership but in its brief. = : '
To have as an express caveat in the inquiries terms of reference that
“The Inquiry is to be conducted on the basis that outcomes will be budget neutral to -
the Commonwealth’ conveys the impression that. this mquiry -although realistic in its
endeavours to understand problems in Local Government is hamstiung in its ability to
rectify any obvious identified funding shortfalls. '

Nonetheless, Pyrenees Shire has committed itself to this inquiry with an open mind.




CONTEXTUAL BACKGROUND. -~ N |
nyér.le.e:s Shire Couricil was created- in Septetiber . 1994 as part of the _Viétoi-ian -
. Govemnmients amalgamation process and saw the merger of the Shires of Ripon, Lexton

and Avoca. This reform process also saw the introduction of rate capping and an express |
' commitiment to reduce tates by 20%. It also saw the need to borrow mionies to limit its -~

- exposure to unfunded superannuation libility .

“Thie Pyrenees Shire is an extremely productive agricultural region covering an area of

3,500 square kilometres. It is renowned for its cereal and hay crops, wool, viticultural = -
and forestry activity. Gold along with sand gravel and slate all contribute to the regions

" economy. Thirty percent of the workforce is involved in agriculture which produces
cotmodities with a gross value in excess of $70m each year. - .

The area is characterised by an agéing 'ﬁobﬁl'ation; youth exodus fo larger s‘pbnge cities, -

an overall decline in population, income levels in the lowest quartites and obviously .

limited capacity in discretionary person as disposable income. -
The principal town are Beanfort and Avoca with sm-a_.uer' settlements at Snake Valley,
Lexton, Wanbra, Amphitheatre, Moohambel, La‘ndsbo;'Ou'gh'and Redbank

 Population: 6688
- Area: B 3,500sq kms: -
. Households: - 13,200 _
© Rateable properties: - 5430 . - o
~Total Revemue: . $10.7 (2002/03) -
 Rate & Charge Revenue: .~ $3.38m (2002/03) =~
* Number of ridings T S
© Number of Councillors 7
. 'Number of employees S3EFT -
" Sealed road length: 708 kms

 Unsealed gravel road length: 1292kms.

Council has significant corporate commitment to the maintenance of its road network. -

However, one miust be realistic that with the higher usage of federally endorsed B Double

- fransport exacerbatés - problems -associated with care and maintenance. Council has

‘comritted in excess of 50% of its total budget spend to this area. -

‘Since amalgamation as with all Victorian Local Governments, there has been a greater

- focus on service provision which has been responsive to both changes in superior
- Governments philosophy and focus on the transference of responsibility, and more =

- importantly the expectation within our communities.

“This iricrease in service provision especially in human services has seen the need to

“expand and embrace aged care, children’s  and family - sérvices as well as the g

- tesponsibility for economic developinent, tourism, técreation and cultural enhancement.

“This then is the crux of the major prbbié'rhs'cotifr.oiiting's'm'all rural based Councils such
. as Py'renees; ?rograms such as those  listed above compete annually against capital
spending requirements against a funding base that to a large extent is beyond Councils -

direct control. - -




| 1.  PYRENEES SHIRES CURRENT ROLES AND RESPONSIBILITZES '

The fo]lowmg list pr0v1des an - overview of services prowde by Councll to -
_ratepayers, re51dents, clients and szﬁors .

Regmnal Programs

s Primary Care Part.nersth

o Regional Library Corporatlon

o Regional Waste Management Board :
e Grampians Pyrences Regzonal Development Board

. Aduit Day Care Amma] Control BBQ)'s
Bridges _ Building Services | Caravan Parks
Citizenships Community Building Commmnity Transport
Dog and Cat Registrations Economic Development Emergency Management
Environmental Health Family Day Care Fire Hazards
Footpaths Halis . . Home Care |
Home Maintenance Immunisations Inspections of Food Premises
Kerb & Channel YocalLaws . .. Maternal & Child Health
Meals on Wheels Parks & Gardens Planning Control -
Playgrounds Preschools - - Public Toilets .
Raffle Permits Ranger Services . Recreation Programs
Recycling Programs Regional Program Respite Programs .
Roads ' Shire Service Centres School Crossings
Senior Citizen Centres Septic Tank Approvals | Street Cleaning
Street Furniture - Street Lighting - Street Signs
Street Stall Permits Street Trees - Support for Local Groups _
Swimming Pools” Tourism . - - Transfer Stations & Landfills
VicRoads Agency Visitor Information Centre Community Risk Management

_ We also have a number of mtemal services that support Counc;] $ ab1hty inthe
' pmv1s1on of the above’ semces they mclude o

Financial Management Rw.ic Management Customer Services -
Information Services Rating/Valuation Payroll
Debtors ColleetlonfReeexpnng Governance & Council Human Resources
| admdnistration support - 3
"Creditors payment : Coﬁtract Administration OH&S

- Additionally Council has to prov1de facilities and/or assist in the operation of

Township Halls and Communlty Centres _

~ them: eg,
. ‘Libraries
3 Senior Citizens Centres .
s Maternal & Child Heaith Centres
o . Pre-Schools .
.
* Swimming Pools

2 + Mobile -
3

6

3
I

3

* Pools have high operatlonal costs and are a vital commumty leisure
"~ asset valued by comimunities. However, small populations in small.
districts where pools are located, means there is a low potentlal for

- patronage and expend1ture exceeds revemze SO poois WlIE never be L :
. Selfﬁmdmg S o o . _




' Regional Programs continued

It is also the expectation of the community to provide, maintain and improve
- services. Pyrenees Shire has signific ntly increased expenditure in areas like -

. Community Resource Centres and. f.ocal ‘Road Maintenance as a resuit of

" feedback from the community.

* This has placed added pressure on other areas of Council’s operations and funds -
have had to be transferred from capital expenditure or other funding soutces.




'CURRENT FUNDING ARRANGEMENTS FOR LOCAL GOVERNMENT .

 YNCLUDING ALLOCATION OF FUNDING FROM OTHER LEVELS OF_" o

GOVERNMENT 'AND UTILISATION: OF ALTERNATIVE FUNDING -
: SOURCES BY LOCAL GOVERNMENT .

Pyresiees Shire’s budget for 2002!2003 mdmates $10 726M in operatmg revenue.
This is broken down as fo!lows '

$m
- Rates and Charges - 3,386,880 31.6%
- Fees & Charges 1,076,884 10.0%
- Govemtnient Grants 5,390,371 50.3%
- Vic Roads 372,000 8.1%
-TOTAL 10,726,141 = 100%

Rates

" Council’s financial strategy indicates ‘an’ increase of around 5% in ‘rates and

charges over the next five years. -
~ Increases in the past have been:
1997/1998 ~ 4.5%
'1998/1999 -4.5%
199912000 — 4.7%
2000/2001 — 5.5%
- 2001/2002 - 4.5%

- 2002/2003 -4.5 %




Rates confinued

It should be reinforced that at current levels a 1% rate increase provides revenue

- of just $27,000.

Unlike both Stats & Federal Governments who have a plethora of taxation .

- regimes, Counicils are severely limited in their capacity to raise additional funding

- through the property tax system. This is more meaningful where in a rural B
 landscape such as Pyrences ratepayers may be asset rich but a very poor when

. incomie is taken into consideration” - .

_ ncreases have been necessary, as one of Council’s key strategies has been to put o
extra funds into Infrastructure and remewal. - This has come about by ongoing

 community consultation and desire to have particular. infrastructure. such as -

- Community Resources Centres inl place to enicourage a triple bottom line for both
. ‘the towns and the Shire. ' : :

| However, ever a 5% increase at current levels will only bring in$135,000 and

" poth the capacity to pay and the relevance of the anticipated additional revenue in .

' budget terms are serious considerations -

As well as infrastructure Council has taken a leadership role in the development

of economic and tourism strategies as well ‘as environmental services, human

- services and building maintenance. - -

- However with a reducing population and pressures on rural communities in a
- vatiety of ways, Council has to be cognisant of the economic climate and the
* pressure that rate increases place on the community.. - :

. Tt should also be noted that as part of the requirements of Local Government
- restructure in Victoria the philosophy of the Government of the day was that |
 Council cut rates and charges by approximately 20% with attendant fate capping..
- With hindsight, this was an ideological issue as opposed to addressing the realities
 of Local Government and it is obvious that it would have been more realistic fo tie -
~ this quanfum into infrastructure renewal, - o ' :

" Councils are still paying the price for this decision. o

. Grants

Pyrences Shire relies very heavily on government grants particularly in the -
infrastructure and Human Services areas. . Council has taken a dedicated strategic
- path in seeking out and applying for and sectring, externial grant income,

- Without these funds .C_omcil‘--”wou}d' be serjiousty . limited in providing an

* acceptable level of services to its stakeholders. o



Grants continued : .
~ In particular the application process, evaluation and reporting are often
. bureaucratically driven where the exercise is more in satisfying the process than

achieving outcomes.

- Additionally there is no tecognition in untied and specific puepose grants of the
© cost of service provision, cost increases, and the revenue deficiencies of relying -
on a single stream of property taxation to deliver what is now expected of Local
Government. -

" Expenditure

Councii Expenditure
. by Key Result Areas 2002-03 -

~Org. Management.  143%

_ Roads And Streets - 456%

_ Governance . . B1%

. Sefvices to the Comm.. - . 189%
Economic DeviTourism L 1M3%
Environment/Planning : . 4.8%

=
i

 Council Expenditurs 200203

Roads: o

- Pyrenees Councils most serious shortfalt as with all other rural Councils is in the -
~ area of roads. Council iS'curfentIy._'eﬁduring 4 $3 million shortfall just on the
" depreciation of roads and is obviously getting worse on & compound basis.

~ In the absence of catch up grants the funding shortfall will mean that either roads

~ expenditure becomes even more dominant in terms of percentage of total

revenue spent or they are simply left to deteriorate. As previously mentioned
 increased expenditure on roads is donie at a cost of other service provisions.

I terms of reviewing where roads sit within rural Councils they should be
 deemed liabilities not assets.

~ The Commonwealths decision to allow for the increase in mass limits of heavy
vehicles has directly contributed to the decline in road infrastructure




Roads Expendlture by Fundmg Source

Main Road Construction - Govt Grant . . o . 647,700 -
Main Road Maintenance - Govt Grant .~~~ ' 290,000
" Local Rd Maintenance- Road To Recovery Grant - ' - 687,000 .
Loecal Road Construction - Govi Grant ™ ' 1,046,900 :
" Loeal Road Construction - Rates/General Rev _ . : ' - 141,000
Local Road Maintenance - Rates/General Rev ' o 1,297,160
' C o 4,109,700

Pablic Libraries

The principal source of recurrent hbrary fundmg has been through the State

Governments Public Library Grant program. Over the last few years the previous .

decline in funding has accelerated from a high of 51%- to the present level of

" around 20%. = The grant only covers the actual service provision by the hbrary' o
- and the maintenarce and operatmnal costs are unfunded. - . .

' As with other rural Councﬂs, the shortfaii has been plcked up by the Pyrenees
Shire.

This reduction as with other smzﬂar demswns denc wzthout congultation Wﬂh -

- Councils.

~ Pyrenees Shire has acidressed this issue by co Iocatmg libraries in Commumty_' R
- resource Centres with Visitor Infermatwn and Community Enterprzse IT Centres _

Pyrenees Shire has formuiated a strategy of usmg the pool of Velunteers that o

- currently assist in Councils existing Visitor Information Centres, to undertake the
more simple tasks of recording books it and out, however this is being strongly.
resisted by the current Lzbrary Board management o

Volunteerism in rural areas is strong and recogmt;on should be given to rural

communities who are prepared to help themselves. However industrial issues

- makeit difﬁcuit to use volunteers to support service delivery.

' 'Matemal and Child Health Servuces

: 'Couneﬁ sees the prowsxon ‘of these services as both core and 1f possible” - -
- ‘additional to core’ but are still ‘areas of significant funding shortfall. Pyrences

~ Shire strongly endorses the view of the MAV that the State Department of Human
Services has made little allowance for cost increases in real terms. The notional
increase of 5% over the last 5 years is well below cumulative CPI of at least 18%




3. THE CAPACITY OF LOCAL GOVERNMENT TO MEET EXISITNG
" _OBLIGATIONS AND TO TAKE -ON AN ENHANCED ROLE - IN
- DEVELOPING OPPORTUNITES AT A REGIONAL LEVEL INCLUDING

©OPPORTUNITIES TO WORK. WITH- OTHER COUNCILS AND POOL.
" FUNDING TO ACHIEVE REGIONAL OPUTCOMES. - o

' Pyrenees Shire has taken'a proactive tole in linking with other Councils to achieve
" both local and regional outcomes;. - L :

Couricil is involved in a diverse range of areas with neigixbbuﬁ'ng municipalities.
Central Highlands Library Board

- Pyrenees Grampians Regional Dével'o'pmént Board
~Highlands Regional Waste Management Group

.. .
e .- Central Highlands Area Consui'tati've Cominittee
e Goldfields Tourism T
e Primary Care Partnership
-]
e

° Pyrenees Shire believes that the involvement with Organisations such as those iisted o |
~above provide a larger voice when dealing with _both the State and Federal .
" Government Departments arid strive to limit duplication regionally. . .

" ft is ironic that collective approaches seemi to be the most suitable way of achieving -
' outcomes and is indicative that the Government sees this way as a simpler sofution or - -
“yesolution of issues to common problems and ignores the unique local issues that
~confront Local Government. . - -~ - c




4,

LOCAL GOVERNMENT EXPENDITURE AND THE IMPACT ON LOCAL

" GOVERNMENT FINANCIAL CAPACITY AS A RESULT OF CHANGES IN
" POWERS FUNCTIONS AND RESPONSIBILITIES BETWEEN STATE AND.
LOCAL GOVERNMENT. S L

- As previously documented Council now have an expectation of increased service -

' delivery ‘without the support of additional revenue streams. An indicative list of -

changes 1s;

- Best Value: . e S o
. The replacement of CCT has meant a complete redirection to implement Best Value
with no attendant revenue to offset development and itiplementation.

.__Econdmic']jevélopment T _ o |
This has significant priority within Council and "as. previously indicated now
- consumes 11.3% of Councils budget, without direct funding from other sources -

Environmental Health Services.
e Increase legislative requirements in;

Enforcing tobacco legislation.

. _
s - Amendments to the Health Act.
L]

GST Implementation:

 Immunization: Tncreased demand and funding sho‘rtfails: for the Meningococcal
- program. S o i
s Food Act: Need for Food Safety Plans, inspections efc.

. Set up and operational costs were and are considerable.

 Human Services:

. Ongoing changes within this area have imposéed increased responsibilities on Council

“without attendant revenue to offset =~ - .

o  Community Safety Plan; Required to 'b'é'dévelope'd évery 3 years. |

e _ ' Disability Action Plan: Required to develop but no resources _ :
e . HACC: Introduction of quality assurance = and implemented with no
funding - Lo : :

. Statutory Planning;

. Changes to the Planning Act and the introduction 'of ResCode have resulted in

increasing demand on limited resources. .

__"_Vallia'timgs': - S .
" Pyrenees Shire must now revalue all properties in the municipality every two years

' j'and the shortfall after receiving funding from the State Revenue Office, (if it is -

maintained at its cutrent rate) is 50% of the total costs.




5.

THE SCOPE OF ACHIEVING AND RATIONALISATION OF ROLES AND -
‘RESPONSIBILITES BETWEEN THE LEVELS = OF ~GOVERNMENT,

 BETTER USE OF RESOURCES AND BETTER QUALITY SERVICES TO
LOCAL COMMUNITIES; L o

" Local Governrient is at the coal face '_wit_h_-ifé comiminity and is the one that is
sbviously more in touch with their local communities. .As a strategy .of State &

- Federal Governments providing finance to achieve service delivery outcomes, the

model has merit.

However as previously highlighted the de?élopmén‘t and implementation planning for .-

' these programs is done in isolation to Local Governmerit. :

" The top down bureaucratic approach does not necessarl

iy correspond to 'a"chieving'

" ‘hoth equitable and sustainable oufcomes. <

Providing monies for service delivery without pfoviding funding dollats to deliver the

~ programs is an ongoing anomaly.”

" The problem confronting small rural Councils such 'as'Pyreneés'is that it canniot afford

- toemploy additional staff to improve service delivery. -

" To employ an a’déit'ic_ma.l' staff member with wages and ofi costs would require a 2
- percent increase in the Shires Rates ($54,000).. - .~

" have expectations on the quality of local roads they travel upon as well as reasonable -

The origoing dilemma then for Councils such as the Pyrenees is that its stakeholders

expectations on service - delivery ‘from HACCS, Child & Maternal Health, - and

_ Economic Development etc. without the means to provide sufficient staffing in most = '
- cases to go beyond core service delivery. - _




6. THE FINDINGS OF THE COMMONWEALTH GRANTS COMMISSION
REVIEW OF THE LOCAL GOVERNMENT (FINANCIAL ASSISTANCE) ACT
1995 OF JUNE 2001, TAKING INTO ACCOUNT THE VIEWS OF
INTERESTED PARTIES AS SOUGHT BY THE COMMITTEE.

The major thrust of this paper is to emphasise the dependence Pyrenees Shire has on
 funding sources beyond those it can raise in its own right. -
General Purpose Grants in 2002/03 will increase but not to the extent necessary to
hoth maintain and expand on the Councils core business activities.

Although any increase is appreciated it is still band aid when a holistic view of
‘Pyrenees Shires current situation of deteriorating infrastructure and small staffing
levels to provide an increasing demand for service delivery is taken into account.

Simply put the pool of funds available nationally is blatantly inadequate if the
Government wishes to reatistically address problems confronting Local Government.
The model for Financial Assistance Grants (FAGS) being on a per capita basis fails to
take into consideration the increasing service responsibilities of Local Government.

The Jocal community cotitinue to pay in one way or another at the end of the day. - - -
- Funding sources often expect high levels of joint funding, i.e. on 1:1 basis. This co- -

payment often makes it difficult- to ensure that council revenue is available,
 particutarly when the opportunities are new and occur mid budget.

Expectations of high levels of community support, in the context of in kind
" contributions and local cash contributions also place a burden on local people. There -
is already a high level of volunteerism within rural communities, however people are
beginning to feel that they are expected to self fund between 25-50% of community
- development.

i3




SUGGESTED OUTCOMES.

Undoubtedly the Committee on its travels has heard similar arguments from rural
Councils throughout Australia about ongoing problems associated with cost shifting.
There undoubtedly is no quick fix to the documented problems but strategically they are
not insurmountable. - S

Councils in Victoria especially after amalgamation had to endure years of unrealistic
business planning with their hands tied on what they could raise through the property tax
system. This in itself has not caused the problem. -

There has been a shift away from the manner that both State & Federal Governments do
business and Local Government is in the best position to achieve realistic outcomes.

" However, unless there is a radical rethink on the way funding is provided to Local
Government then in a business planning model, Councils such a Pyrenees are
unsustainable. Merely going through another round of amadlgamation into Super Councils
wiil only concentrate the problems. :

The Federal Government in particular fh'r'ciu’gh the GST currently being collected has the
opportunity to confront the current funding shortfall by instigating a model of directly’
funding Local Government to redress existing funding problems. .

VR
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