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Enquiries

Talephone:
26 July 2002
The Secretary . . WARRNAMBOOL
House of Representatives CITY COUNCIL
Standing Committee on Economics, _
Finance and Public Administration House of representatives Standing Committee on
Parliament House ‘ Economics, Finance and Public Administration

CANBERRA ACT 2600 .
By facsimile: (02) 6277 4774 and post. | Date Received: ...... 27/1101 i:

......................

Dear Sir/Madam

RE: INQUIRY INTO COST SHIFTING ONTO LOCAL GOVERNMENT BY THE HOUSE
OF REPRESENTATIVES STANDING COMMITTEE ON ECONOMICS, FINANCE AND -
PUBLIC ADMINISTRATION.

Warmambool City Council is pleased to lodge this submission to the above inquiry.

Warrnambool is Victoria's largest coastal city outside Port Phillip Bay and is the fastest
growing economy and population centre in South West Victoria. The City's population is
approximately 30,000 and growing steadily. Council's total budgeted expenditure for all
functions in 2002/03 is $43.96 million across 44 discrete service areas - refer Appendix
A. 2002/03 capitel works expenditure is $11.8 million.

It is noted that the Terms of Reference of this inquiry relate broadly to funding
arrangements for Local Government in the context of Local Government's current roles
and responsibilities. It is therefore taken that the scope of the inquiry will not simply take a
harrow view of incremental shifting of costs for services which were typically established

. on the basis of specific purpose revenue grants from State Government. Hence, it would
ag%ear that the inquiry should take into account the following overall categories of “cost
shifting”;- Co

e Transfer of Commonwealth/State responsibility to Local Government without any
funding.

* Insufficient or short-term funding for new responsibilities.

¢ New/amended Commonweélth or State legislation requiring compliance by Local
Government, resulting in unfunded costs/resources.

e Additional levies (increase or new) imposed on Local Government without
compensatory return.

* Indirect costs which Local Government incurs as a result of compliance, under funding
or cost shifting or responsibilities.

ol
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2.
1. Local Government’s current roles and responsibilities

Appendix A demonstrates the diversity of roles and responsibilities for Warrnambool City
Council, particularly in relation to services to the overall population and for economic
development, in addition to traditional property setvices. However, for this Councit and
generally across Local Government, this can lead to a tension for demands on funding and

. has arguably contributed to the decline of capital expenditure by Local Government
generally.

Local Government's roles and responsibilities are evolving to meet community

requirements and desires. As the “government” closest to the people, Local Government

must therefore retain some degree of flexibility to ensure it can adequately meet with these
© reguirements,

| 2. Current funding arrangements for local government, including allocation of
funding from other levels of Government and utllisation of alternative funding
sources by local government

_The inquiry will no doubt confirm that funding arrangements are very complex. The
Victorian Local Government raises revenue from 3 main sources:-

¢ Rates, fees, fines and charges.
e General purposes payments.
 Specific purpose payments.

Rates, as the primary source of the Local Government income are subject to a range of
overt and covert limitations on their growth. For Warrnambool City Council, rates account
for only 32% of total income. ‘

Henge, payments from Commonwealth and State Governments — through general purpose
payments (GPPs) and specific purpose payments (SPPs) — are an important source of
income. However, GPPs and SPPs are paid through the decisions of other levels of

- Government and, as such, are subject to discretionary pressures beyond Local
Government's control.

The use of CP) as the platform for increases In Commonwealth and State GPPs and SPPs
is & major issue. This is due to the fact that Local Government's costs are increasing In
line with increases in adjusted average weekly earnings. As a result, Government funding
increases are below the cost increases faced by the Local Government sector,

Council would submit that the argument should not be about alternative funding
arrangements but actually using the existing arrangements more appropriately.

The Commonwealth’s Financial Assistance Grants programs (FAG's) provide an ideal

vehicle for financing Victoria’s revenue deficit. However, the issue is setting the quantum
of funds at a reasonable level,
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3 The capacity of local government fo meet existing obligations and take on an
enhanced role in developing opportunities at a regional level including
opportunities for counclils to work with other councils and pool funding to
achieve regional outcomes

With respect to the capacity of Local Government to meet existing obligations, it is agreed
that regional cooperation is important in delivering optimum outcomes for the community,

It may be that opportunities exist to achieve some efficiencies through “aggregating"”
together a number of councils to deal with common issues. “However, experience has
shown that regional groupings are most effective when they converge around common
interests, rather than through any “top-down” approach in creating regional groupings of
‘colncils.

4.  Local government expenditure and the impact on local government's financial
' capacity as a result of changes in the powers, functions and responsibilities
between State and Jocal governments

In terms of the impact of Local Government's financial capacity as a result of changes in

. powers, functions and responsibilities between State and Local Governments, it is
understood the identified funding deficit in the Victorian Local Government sector was
approximately $430 million in 2000/01. However, cost shifting, as a result of statutory and
non-statutory responslbilities, accounts for only 10-15%,

The above deficit manifests itself in under-spending on capital items such as roads and
bulldings. A number of State Government reports, including the recent Victorian Auditor-
General's “Report on Management of Roads by Local Govemment” have identified this

gap,

Community and government expectations have been a contributing factor to the focus on
daily operational expenditur  typically provided on behalf of the State Government, at the
expense of capital renewal and replacement,

5, The scope for achieving a rationalisation of rofes and responsibllities
between the levels of Government, better use of resources and better quality
services to local communities

On the issue of achieving a rationalisation of roles and responsibilities between the levels
of Government, there is concemn about competition and duplication  between
Commonwealth, State and Local Government programs and expenditure. The best
example is in aged care where there is potential competition between the
Commonwealth's Community Aged Care Program (CACPs) and the State’s Linkages
Program. There is also the potential for duplication between these two programs and the
HACC core services provided by Local Government,

o l4
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It would seem there s potential for far greater cooperation between the levels of
Government on various issues. These could include;-

* Increasing Local Government's participation in policy development and planning,

* Recognising the natural advantages of using Local Government to deliver certain
programs,

* Acknowledging the limited financial capacity of Local Government to tackle major
' issues eg. infrastructure and aged care.

¢ Maintaining and increasing Commonwealth and State program flexibility to enable
Government to deliver outcomes to the community,

6. The findings of the Commonwealth Grants Commission (CGC) Review of
Local Government (Financial Assistance) Act 1995 of June 2001, taking into
account the views of Interested parties as sought by the Committee

In relation to the Commonwealth Grants Commission (CGC) Review of the Local
Government  (Financial Assistance) Act 1995 of June 2001, the following general
‘comments are given:-

. There is general support for the findings of this review.

* The biggest single factor limiting the value and effectiveness of the FAGs process is
the limited quantum of funds available. The size of the national pool is simply
inadequate to deal realistically with the financial constraints facing Local Government,
Untied assistance is vital of Local Government is going to tackle the massive capital
expenditure gap.

s The State-based per capita of distribution must be maintained through the current
structure of the FAGs program.

7. Other Comments

Appendix B shows overall trends in Victorian Local Government, as prepared by the
Municipal Association of Victoria (“MAV?). As seen, since 1995/96 there has been

 significant real-terms decline in SPPs relative to both average weekly earnings and CPI,
In Is understood that the MAY will comment on these trends in further detail,

As commented above, funding arrangements are complex and any trend examples of cost
shifting must take account of whether there has also been any change in the level of scope
of any particular service over a period of time due to decisions reached by
Commonwealth, State or Local Government, with combinations thereof.
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Appendlx C depicts SPP’s as a percentage of various total recurrent services costs since
1897/98 for Warrmambool City Council. For the 17 service areas listed, the SPP has
declined as a percentage of total costs in 7 of these services. In particular, real-terms cost
shifting has occurred in the more major expenditure service areas of -

* Maternal and child health services.
‘¢ Home care services.

¢ Meals on wheels,

Councll will be pleased to provide further specific comments, including the opportunity to
be heard at one of the regional hearings scheduled for January/February 2003,

' Please initially contact the undersigned for any further information or assistance.

Yours sinceraly

LINDSAY A,
CHIEF EXEC

7T
IVE

Enc.




.Fax sent by : 61 3 S5e4781m ...CITY OF UARRNAMBOOL  A4->A4 29/67/82 15:57 Pg: 6/19

APPEND. |-
A

P

" BEST VALUE PROGRAM

Councll intends reviewing the existing Warrambool Best Value Program2001-2005 in
August 2002, taking Into account organisation Imperatives, Including the Australia
Quality Councll continuous improvement program.

I

.

Borvice NGS Overall timing, | Co-ordinating o
oy § g SERVICES INVENTORY & GROUP! implementation | Senior ORIe

£ ' Phases, A, B for each u

§§ g grouping
1 A Councll Governance — Complate CE o
P A Executive Sarvices and Organisalion Development Complete CE

A Extemalfintornal Audit 13 s CE -
4 A Customar Seivices 13 August CE
5 B Corporate Services Dirpctorate 3 Septomber | DG ™
€ B Flnanclal Services ot 3 September -
7 B Revenue Services — Septambar DCs
8 B P Services (combined with Revenua) September | DCS
5 B nformation Services 3 September DCS [
10 c Physioal Senvices Directorate Oct-Dac 01 DP
11 c Town Plannl . Oct-Deo 01 ng
12 ] Bullding Services : OetDoc 01 P _
13 ¢ Environmental Health Och-Dec 0 DF5 i
14 c Traffic, Local Laws, Animai Control Oct-Dec 01 Rp; o
18 D Infrastructure Planning May-Aug 02 DP8
16 D Roads, Trafflc, Drainage May-Aug 02 [3]2X:3 -
17 D Waste Management/Cieansin May-Aug 02 DPg 8
18 E2 i ne-| Parks, Resorvas, Forashore Feb-May 02 DPS

118 E2 Recreatlon & Cultural Plannin Fel-May 02 DRS -
20 E1 Pool Recreation Facliitios Aul 01 DRS
21 P Residont Services Direclorate March ~May 02 | DRS ”

22 F Pre-8chool Sorvices March — May 02 %sm___ -
2 F Eamily Support March —~May 02 | DRS
24 F Matemel and Child Health i Merch -May02 JDRS ™ 1 {
25 F Chila Care Sefvices arch - May 02 | DRS
25 F Youth Services March ~May 02 | DRS .

27 G Home Care Sept - Dec 01 DRS-
8 ] Food Servicez and Home Maintenance Sept - Dec 01 DRS -
20 g Aduit Day Care Sept —~ 1 DR
30 Family Day Care Sept ~ Dac 07 DRS .
31 G Archie Graham Community Cenire Sept-Dec01 | DRS i
32 H Ubrary May-Aug 02 DRS =
33 PAC Ma 02 DRE
4 H Art Gallel 02 DRS -
35 Econdmie Davelopment Directorate Faly = Apr 02 DED
38 Wartmamboof Promofion [ Feb=Apr 07 . %ED -
|37 Major Events ‘  Feb-Apro2 | DED
a8 11 Envitonmental Susiainabiity Feb - Apr 02 DED "
30 i Tourlsm F: iday-Parks Fob ~Apr02 - ED. - [
| 40 J Multimedia : Fab = Apr 02 DED
41 J Business Cenle DE|
43 K Livastook Exchange Mat-June 02 0C L
43 L Warmnamboot Alport June-Sep 02 T DP§
42 L 1 Portol Warrnambool ] BFE ]
Notes: [ 4
b) Servicay description neads 1o ba cloar for community undarstanding i " '
organisatonsi meeneris ty un . hg/communication but aiso allgned with Budgel pmg@rng and ‘

o) Community consultation regard) lces nesds, priorities and y o
#Minlty or oyom o lmawste?n w:\p m m\wum‘g‘ termo: slandarde can be effoctively handlad by groupings of tervioes having

& Groupings of services shown for A to L Inclusive (a; 12No.). Assurming Council discussion, community consultation Insanvioes -

review" and *partnaring® phases takes S monttis minlmum per grouping, this would mesn approximataly 36 months fn feos for
such process. Allowin for community conaultation processes 1o tun iy parelie! f ngis, this stll ) 2
psriod from say Fob 2090‘_ Oot 2002 ,’&, Phasts A, B, p oF varlous grouplng meaans a minlmum -

Ote  or wore  service specifications - wil " be " required for  each - fsted  sorvice,  as above,

Warmamboo] City Counei - Councli Pian 50025003 R "
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