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Introduction

In this submissionto theStandingCommittee’sinquiry into local governmentandcostshifting,
theWesternAustralianDepartmentofLocal GovernmentandRegionalDevelopmentaddresses
thetermsofreferenceof the inquiry assetby theCommittee.In doingso, however,the
Departmentnotesthat thesetermsofreferencearethemselvesquiterestrictive.

In particular,it shouldbenotedthattheCommonwealthhasbeenresponsiblefor areductionin
generalrevenuegrantsto theStatesovera 20 yearperiod(1981-2001).Generalrevenuegrants
arenownearly$20billion ($2 billion forWesternAustralia)belowwhattheywouldhavebeen
if theCommonwealthhadmaintainedthesegrantsattheirshareofCommonwealthtaxesin the
early1 980s.Thesereductionshaveincluded:

• A reductionof7% in 1981-82;
• Severingthelink with economicgrowthin 1985-86,andescalatinggrantsonly for

inflation until 1994-95(apartfrom 2%realgrowthin 1986-87);and
• Successivereductions(relativeto the inflation growthformula)overtheperiod1988-89

to 1990-91totaling$1.6billion.

Moreover:

• TheCommonwealth,in 2002, requiredtheStatesto bearsomeofthecost of its abolition
offuel exciseindexation,throughreducedgeneralpurposegrants.This will costWestern
Australia$83 million overtheperiod2002-03to 2005-06;

• Stateswererequiredto contributeatotal of$1.5 billion ($150million for Western
Australia) to theCommonwealth’sbudgetovertheperiod1996-97to 1998-99;

• TheCommonwealthabolishedgeneralcapitalgrantsto theStates($145million per
annumfor WesternAustralia)overtheperiod1986-87to 1994-95;

• The Commonwealthabolishedthedentalprogram($4.5million perannumforWestern
Australia)in 1997-98;and

• The Commonwealthhasin pastyearsimposed“efficiency dividends”onanumberof
specificpurposepayments.In housing,this, in conjunctionwith insufficientGST
compensation,hasmeantareductionof$50 million in funds flowing to Western
Australiaunderthe CommonwealthStateHousingAgreementoverthepastthreeyears.

Thesecutshaveimpactedon all StatesandTerritories.In addition,WesternAustraliasuffers
from longstandingstructuralinadequaciesin Commonwealth-Statefundingarrangements.

Inresponse,in November2001,the WesternAustralianGovernment(in partnershipwith the
governmentsofVictoria andNewSouthWales)commissionedamajorreviewoftheallocation
ofCommonwealthGrantsto the StatesandTerritories.TheReviewCommitteecomprised
ProfessorRossGarnautandDr Vince FitzGerald. TheirFinalReportwasreleasedrecentlyand
is commendedto theStandingCommitteefor the informationit providesonCommonwealth-
Statefinancialrelations,andfor therecommendationsit proposes.
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1. Localgovernment’scurrent roles andresponsibilities.

Thelocal governmentsectorin WesternAustraliais perhapsthemostdiverseof any
state,with hugevariationsin area,population,revenueandbudget.While thereis a
significantvariation,the fundamentalresponsibilitiesofeachlocal governmentarethe
same,regardlessofsize,althoughthecapacityto meetresponsibilitiesandprovide
servicesvariessignificantly.

With this in mind, theDepartmentofLocalGovernmentandRegionalDevelopment
playsamajorrole in supportinglocal governmentsandregionalcommunitiesin
WesternAustralia.TheDepartmentplaysavital role in guidingthequalityof
communitylife in WesternAustralia,by developingthecapacityof local government
andregionalcommunitiesto achievesocialandeconomicprogress.It alsofulfils a
regulatoryrole, developsandreviewspolicy for the StateGovernmentandconducts
research,analysisandstrategicplanningin relevantfields (seeAppendix 1).
Importantly,theDepartmentoverseestheimplementationoftheLocalGovernment
Act1995andotherlegislationaffectinglocal governmentoperations.

Prior to theintroductionoftheLocal GovernmentAct1995, local governmentin
WesternAustraliawasboundby specificpowersthat limited thescopeofits
operation. Local governmentscouldnot exerciseafunctionunlessit wasprescribedin
legislationandwererequiredto obtainapprovalfrom theMinister for Local
Governmentfor around150 functions.

ThepresentAct hasreplacedspecificpowerswith ageneralcompetencepowerfor
local governmentto providefor thegoodgovernmentofpersonsin its district. While
thepowersoflocal governmentarenot unlimited,theAct statesthat a liberal approach
is to betakenwheninterpretingthe scopeofthis function.

Autonomyoflocal governmentshasbeenenhancedand accountabilityhasbeen
generallytransferredto local communities.However,thereis still arangeof areas
wherelocal governmentsneedapproval,althoughthenumberhasbeenreducedto
aroundtwenty.

TheclearintentofthenewAct hasbeento providelocal governmentsin WA with the
ability to provideservicesin responseto thechangingneedsoftheircommunities.

2. Currentfunding arrangementsfor local government,including allocation of
fundingfrom other levelsofgovernmentandutilisation ofalternativefunding
sourcesby localgovernment.

Ratingis themost significantcomponentofthe local governmentrevenuestreamin
WesternAustralia. Forthe2001 financialyear,ratesrepresentedanaverageof43%
oflocal governmentrevenueon aStatewidebasis. TheStateGovernmentdoesnot
capthelevel oflocal governmentrating. Councilshavetheability to levy differential
rateson different typesofproperty,althoughtheLocalGovernmentAct1995does
constrainthemaximumdifferential rate(unlessagreateramountis approvedby the
MinisterforLocal GovernmentandRegionalDevelopment)to no morethantwice the
minimumdifferentialgeneralratefor eachlocal government.
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Local governmentsarealsoembracinggreateruseofuserchargesaswell aslicence
andotherfees. Sections6.16 to 6.19 oftheLocal GovernmentAct1995set the
frameworkfor variousfeesandcharges,and Section6.38 providesfor servicecharges
to meetthecostofprovidingaprescribedservicein relationto land. To date,service
chargeshavebeenprescribedfor specificservicessuchasundergroundpower,
televisionre-broadcastingandpropertysurveillanceandsecurity.

LocalgovernmentshavethepowerundertheLocal GovernmentAct1995to be
entrepreneurialin theirapproachto developingalternativefundingsources.
Somelocalgovernmentssubdivideanddevelopland,operatetradingundertakingsand
enterinto commercialenterprises,suchasrunningcaravanparksandconducting
markets.

TheStateGovernmentprovidessignificantspecificpurposefundingto local
governmentsacrossabroadrangeofprograms,including

• Roadfunding— During the2001-2002financialyear,the StateGovernment
allocatedatotal of$93.9million to localgovernmentsfor expenditureon roads.

• Heritagefunds— TheHeritageCouncil ofWesternAustraliaprovidesfunding
incentivesto encouragetheconservationofthe State’sheritagebuildingsand
culture. TheseincludetheHeritageGrantsProgram;remissionsofratesand
chargesandTaxRebatesHeritageAgreements.

• Fundingfor sportandrecreationfacilities— Forthe2002-03financialyear,more
than$9 million will beprovidedby theStateGovernmentto 167 Western
Australiansportingandlocal governmentbodies,throughtheCommunity
SportingandRecreationFacilities Fund(CSRFF).

• RegionalInvestment— TheRegionalInvestmentFund(RIF),establishedby the
StateGovernmentin 2001,provides$75 million over fouryearsto assistwith the
economicandsocialdevelopmentof regionalWesternAustraliaandimprove
accessby regionalcommunitiesto services.Regionallocal governmentsare
eligible to applyfor fundingfor awidevarietyofprojects.

• CountryHousing— A schemewith funding of$1 million in 2002-03hasbeen
introducedto helpsmallerandremotecommunitiesto provideadequatehousing
to attractandretaintradespeopleandprofessionals.Theschemeis openfor local
authoritiesandcommunitiesto applyfor asubsidyof$50,000perdwelling.

• CommunitySafety— TheStateGovernmentprovided$1 million in 2001-02to
local governmentsandcommunitygroupsto tacklecrime andanti-social
behaviourthroughthe SaferWA CommunitySecurityProgram.Fundswere
providedfor awidevarietyofmeasures,including theconductof securityaudits,
employingyouthworkers,tacklingsubstanceabuseortruancy,makingpublic
placessaferandemployingsecuritypatrols.

• Cycleways— TheCountryPathwaysGrantSchemeassistslocalgovernment
authoritiesin regionalWA to improvecyclingfacilities. Morethan$1.2 million
was allocatedin the2002-03Statebudgetto assist53 projectsin 40 local
governmentareas.Thisbringsthetotal fundingprovidedto localcouncilsfor the
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planningand developmentofcycling facilities in regionalWA to $6.7million
overthepastsevenyears.In addition,theStateGovernmenthascontributed$7.2
million towardsMetropolitanLocal GovernmentGrantsfor Cycling Infrastructure
in thefive yearsto June2002.

• Recycling— More than$2 million is availableeachyearthroughtheResource
RecoveryRebateSchemeto supportlocal authoritiesin diversionofwastefrom
landfill by therecoveryofrecyclablesfrom thedomesticwastestreamcollected
by LocalGovernmentthroughtheirkerbsiderubbishcollectionprograms.Its
administrationhasbeencontractedout to theWA Local GovernmentAssociation
with appropriatefundsbeingprovidedforthis purpose.Therebates,alongwith
severalgrantprograms,areprovidedto local governmentsandothergroupsfrom
theWasteManagementandRecyclingTrustFundrunby theDepartmentof
EnvironmentalProtectionandfundedthroughtheLandfill Levy.

• LotteriesCommission— Local governmentauthoritiesareamajorrecipientof
directgrantsfor communityprojectsfundedby theLotteriesCommission.In
2000-01,over 100 local governmentsreceived$6.3 million for over 180projects.

This is not an exhaustivelist, but indicativeoftheStateGovernment’ssignificant
financial supportfor local governmentactivities.

Thelevel ofStateGovernmentsupportfor local governmentactivitiesneedsto be
seenin thecontextof theState’sfinancialposition.As notedabove,while therehas
beengrowthin someStateGovernmentrevenuestreams,theStatehasbeenreceiving
adecliningshareoffinancialassistancegrantsfrom theCommonwealth,andthishas
compromisedtheState’sability to maintainfunding for local government.This issue
hasbeenfurtherexploredin theGarnaut-FitzGeraldreportonCommonwealth-State
Funding,referredto in theIntroductionto this submission.Thissituationis expected
to remain,at leastuntil theState’sshareofGSTrevenuesshowsrealtermgrowth.

3. Thecapacityoflocalgovernmentto meetexistingobligationsandto takeon an
enhancedrole in developingopportunitiesat a regionallevelincluding
opportunitiesfor councils to work with other councilsandpoolfunding to achieve
regionaloutcomes.

Theobligationsandexpectationson local governmentsvaryfrom placeto place,and
thewillingnessoflocal governmentsto levy rateson theircommunitiesalsovaries.In
part,thisreflectsthediversityof local governmentcircumstancesoutlinedabove.

Local governmentsareembracingresourcesharingacrossarangeoffunctionsto
achieveefficienciesandserviceobjectivesthroughoutregionalareas.The State
Governmenthasencouragedthis trend,andSection3.61 of theLocal GovernmentAct
1995providesfortheformationofregionalcouncilsto performdesignatedfunctions
(thatis, thosefunctionsdelegatedupwardsby thecouncil to theregionalcouncil).The
StateGovernmenthasalsoprovidedsomefinancialsupportto localgovernmentsto
supportresourcesharing.

Unfortunately,theCommonwealth’sLocal Government(FinancialAssistance)Act
1995doesnotassistin this regard,astheallocationoffinancial assistancegrantson
equalisationprinciplestendsto inhibit local governmentboundarychange.This occurs
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becausethegrantsreceivedby an amalgamatedlocalgovernmentaregenerallyless
thanthosepreviouslyreceivedby therelevantlocal governmentsasseparateentities.

Thelegislationalsodoesnotprovidelocal governmentwith sufficient certaintyabout
thegeneralgrantstheycanexpectafteramalgamation.Considerationneedsto be
givento thelegislationprovidingaguaranteeasto aparticularlengthoftime for
which grantsto amalgamatedcouncilscouldbeheld constantto thetotalgrantlevel
prior to amalgamation.

While theAct andNationalPrinciplesaresilenton this specificissue,thepoliciesof
StateLocal GovernmentGrantsCommissionsthemselvescouldbe regardedasfalling
within themeaningofthephrase“as far aspracticable”(Section6(2)(a) oftheAct), as
thisphraseis appliedto thehorizontalequalisationobjective.Thereneedsto bemore
clarity in the legislationandfor principlesto makespecificpositivereferenceandto
provideencouragementto amalgamations.This would assistStateLocal Government
GrantsCommissionsto formalisetheirpoliciesandenablemorecertaintyto begiven
to local governmentaboutfuture fundingin suchsituations.

4. Localgovernmentexpenditureandtheimpacton localgovernment’sfinancial
capacityasa resultofchangesin thepowers,functionsandresponsibilitiesbetween
Stateandlocalgovernments.

Therehasbeenno substantialchangein therecentpastto therespectivepowers,
functionsandresponsibilitiesofStateandlocal governmentsin WesternAustralia.

Basedon local governmentfinancialdata,thereappearsto be little evidenceto suggest
thatStateGovernmentdecisionshaveresultedin additionalcostsfor local
governments.Closeranalysisofthis issueis somewhatdifficult, giventhevarietyof
approachesemployedby local governmentsin thereportingofexpenditures.

Manyoftheadditionalfunctionstakenup by local governmentsin recentyearsreflect
policy decisionsofindividual local governmentsto becomeinvolved inparticular
servicesoractivities. Certainlocal governments,for example,havemadepolicy
decisionsto raiseadditionalchargesfor specific securitypatrolservices,in responseto
thedemandsandperceptionsoftheircommunitiesandtheautonomyprovidedby the
Local GovernmentAct1995. Formanylocalgovernments,thereis limited capacityto
undertakefurtherfunctionsthanthosecurrentlyperformed,withoutsubstantial
additionalfunding.

Rationalisationof StateGovernmentservicesin someareasmayhaveimpactedon
local governmentservicesandfunctions. However,it is theStateGovernment’srole
to managethedeliveryof its servicesandfunctionsin themosteffectiveway, in order
to reflectchangingcommunityrequirements.Rationalisationdecisionsarenot taken
lightly orarbitrarily. Rationalisationis only undertakenwhentheStateis satisfied
that, onbalance,impactson local areasareoutweighedby benefitsto theStateandto
otherlocalareas. Thatis, thecommunityasawholebenefitsfrom greaterefficiency
andeffectivenessin theprovision,planning, fundingandmanagementof services.

It shouldalsobenotedthatrationalisationof CommonwealthGovernmentservicesin
someareashasimpactedon localgovernmentservicesandfunctions.Forexample,the
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decisionof theCommonwealthto withdrawfrom aerodromeservicesin rural and
remoteareashashadadverseimpactson local government.

As a consequenceofthis,WesternAustraliabecamethefirst Stateto providefunding
for airportinfrastructurein regionalareasthroughtheRegionalAirports Development
Scheme(RADS),whichbeganin 1994-95.SomeotherAustralianStateshavesince
developedsimilarprograms.

RADS hasplayedasignificantrole in helpingdevelopairportinfrastructurein
regionalWesternAustralia.It hasinjected$14million into morethan80 airport
projectsaroundtheState.ThroughRADS,theStateworks in partnershipwith airport
owners(including localgovernments)to provideassistanceto developregionalairport
infrastructurethatmeetsaccessneedsandcontributesto regionaleconomicgrowth.

£ Thescopefor achievinga rationalisationofrolesandresponsibilitiesbetweenthe
levelsofgovernment,betteruseofresourcesandbetterquality servicesto local
communities.

In August2001,thePremierannouncedtheformationofthe Working Groupon State
andLocalGovernmentRelations. This Group,now knownasthePartnershipSteering
Group(PSG),comprisesrepresentativesfrom thefollowing:

• WesternAustralianLocal GovernmentAssociation;
• LocalGovernmentManagersAustralia;
• DepartmentofLocal GovernmentandRegionalDevelopment(Chair);
• DepartmentofPremierandCabinet;
• DepartmentofTreasuryandFinance;and
• A representativefrom theRegionalDevelopmentCommissions.

TheobjectiveoftheGroup is:

To operateat a strategiclevel to ensurethatStateandlocalgovernmentare
working cooperativelyto improvethe social, environmentaland economic
healthofWesternAustralia.

TheGrouphasfinalisedPrinciplesto underpintherelationshipbetweenStateand
localgovernment.Thesereflectan overarchingprincipleof:

A commitmentto improvingcooperationbetweenStateandLocal
Governmentto enhancesustainablesocial, environmentaland economic
developmentof WesternAustralia throughconsultation,communication,
participation,cooperationandcollaborationat both strategicandproject
levels.

TheGrouphasalso draftedatemplateasabasisfor PartnershipAgreementsbetween
Stateagenciesandlocal governments.This templateprovidesguidancefor groups
wishingto enterinto partnershipagreements.It is suitablefor specificagreementswith
individual local governmentsorgroupsoflocal governmentsorgeneralagreements
betweentheStateGovernmentandtheWesternAustralianLocalGovernment
AssociationandlorLocal GovernmentManagersAustralia.
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In addition,the Grouphasdevelopedamodel frameworkto assistwith ensuring
positiverelationshipsbetweenthetwo spheresofgovernment.This frameworkallows
for thecreationofaState/LocalGovernmentCouncil,with high level representation.

Thegeneralprinciplesforpartnershipincludethefollowing:

• RecognisingthatpartnershipsbetweenStateandlocalgovernmentareessential
to achievesustainablesocial,environmentalandeconomicdevelopmentforthe
WesternAustraliancommunity.

• Beingflexible andopento newapproachesto servicedeliveryandfunding.

• Being sensitiveandresponsiveto theneedsandconstraintsofbothspheresof
governmentatthe local level.

• Identifying andunderstandingtherolesandresponsibilitiesofbothspheresof
government.

• Ensuringthattheseroles andresponsibilitiesareconsideredandrespectedin
governmentdecisions.

6. Thefindingsofthe CommonwealthGrants CommissionReviewoftheLocal
Government(Financial Assistance)Act1995ofJune2001,taking into accountthe
viewsofinterestedpartiesassoughtbythe Committee.

ThefindingsoftheCommonwealthGrantsCommission(CGC) in its Reviewofthe
Local Government(FinancialAssistance)Act1995havebeennoted,andits findings
andproposalsaregenerallysupported.Thecurrentinquiry, however,shouldnotdelay
theimplementationofthefindings of theCGCreview.Thatreviewdealtwith the
principlesfor allocatinguntiedCommonwealthfinancialassistancegrantsto local
government,andcompletionofthecurrentinquiry is not requiredto implement
changesto the operationoftheAct andthenationalprinciples.Thereviewprocess
includedextensiveconsultationwith stakeholders,andtheconclusionswerenot
contentious,suggestingthatno furtherconsultationon theseissuesis required.The
CommonwealthGovernmentshouldthereforemoveto implementthefindings ofthe
CGCreviewoftheLocalGovernment(FinancialAssistance)Act1995.

Thecurrentarrangementsfor escalationofthefundingpooi for populationgrowthand
CPI aresupportedandshouldbe strengthened.Themoveby the Commonwealth
Governmentin 1997-98to roll backthe increasein the financialassistancegrants
pooi, asa contributionto reducingthefederalbudgetdeficit, wasviewedwith concern
by both Stateandlocal governments.At thattime, thepooiof localgovernment
grantswasincreasedfor inflation, butnotpopulationgrowth. As aresult,the 1997-98
fundingoutcomewas 1.2%belowafull realpercapitaincrease.To date,this shortfall
hasnotbeenredressed.Thelegislationshouldbestrengthenedto guaranteefuture
increasesin thepooi for bothpopulationgrowthandinflation andto ensurethatthe
FinancialAssistanceGrantpool is not susceptibleto short-termpressures,whether
theybebudgetaryorpolitical.
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APPENDIX 1

The Department of Local Government and RegionalDevelopment

Establishedin July 2001,theDepartment’soperationalstructureis essentially

organisedaroundthreekey areasofresponsibility:
• Development;
• Regulation;and
• Policy.

TheCapacityBuilding Division hasadevelopmentrole focusingonoffering guidance
to theofficersandelectedmemberswithin the local governmentsectorandproviding
communitieswith waysofpursuingsocialandeconomicprogress.It encouragesthe
furthertake-upof skills, knowledgeresources,networkingandtechnologytools in the
handsofWA communitiesandWA local governments.Theworkcoversareassuchas
leadershipbuilding, localgovernmenttraininganddevelopment,telecentresand
satelliteservices.

Theregulatoryrole oftheDepartmentresidesin adivision calledGovernanceand
StatutorySupport,ensuringcompliancewith the law, including theLocalGovernment
Act.Throughmonitoringandinvestigation,theDepartmenttriesto ensurecitizensin
all partsoftheStatereceivethebenefitofsoundadministration,properrepresentation
andethicaldealings.This division alsosupervisesadherenceto theAustralian
Building Codeandprovidesadministrativesupportto theLocalGovernmentGrants
Commission.

Policyreviewanddevelopment,thepreparationandenactmentof legislation,
research,analysisandstrategicplanningareundertakenin the Strategiesand
LegislationDivision. In thedevelopmentandreviewofpolicy, theDepartment
consultswith the localgovernmentsectorandthemanyinterestsinvolvedin regional
development.This partoftheDepartmentis alsoresponsiblefor managingthe
implementationofkeyprogramssuchasthe StateGovernment’sfour-yearRegional
InvestmentFundaswell asotherfunding schemesfor councils,countrygroupsand
indigenouscommunities.
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