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LABOR’S PLAN: SUPPORTING LOCAL GOVERNMENT

Local government plays a major role in Australian government.  Councils are crucial vehicles in local and regional decision-making and important partners in regional development.

Local government has a major and essential role in building a sense of community in Australia.  It delivers many of our community services such as childcare, senior citizen centres, public libraries and home and community care services.

This is why it is so important that local government receives its funding directly from the federal government, rather than relying on state governments.   

The Coalition’s intention to abolish direct grants from the federal government will weaken local governments, making them dependent on state governments for funding.  This will result in wide disparities in both the level and quality of services that Australians can expect from local governments. 

Labor is committed to constitutional recognition of local government as a key partner in the process of government.  Local government must achieve recognition in its own right as an autonomous level of government within the Federal system.

Labor will sign a National Agreement with local government.  The Agreement will spell out the roles and expectations of each level of government and articulate national priorities for action.

It will enable local government concerns and policy positions to be heard at the highest level of federal government.

Local Government is often at the forefront of innovation, in waste management and recycling for example.  Under Labor, local government will be encouraged to develop new and better ways of delivering services for the benefit of communities across Australia.  

KEY INITIATIVES

Financial Assistance Grants

Labor will:

· Continue the current system of direct federal grants to local government to ensure consistent national standards for local services to all Australians.  Funding will be determined on a triennial basis to provide certainty for council budgeting.  Special purpose funding will be provided directly on the basis of need to address areas of disadvantage consistent with national priorities.

· Maintain the Local Government Development Program to ensure local government is accountable to ratepayers and uses the most efficient methods to deliver services.

National Agreement with Local Government

Labor will:
· Sign a National Agreement with Local Government to better coordinate the development and implementation of joint policies, and to provide opportunities for local government to negotiate, develop, and promote new ideas and ways of delivering services.

Infrastructure Rebate

Labor will:
· Expand the scope of the existing infrastructure rebate beyond road and rail projects to cover investments in electricity, water, sewerage, renewable energy and gas pipeline infrastructure, at a cost of $100 million over three years.

Enterprise Improvement Fund

Labor will:

· Provide $20 million a year for locally based enterprise improvement initiatives to help small enterprises build effective growth and export strategies.

Constitutional Recognition

· Labor believes that the role of local government should be recognised in the Australian Constitution.

THE HOWARD GOVERNMENT’S ATTACKS ON LOCAL GOVERNMENT

"…Maintain financial assistance grants for Local Government at a level at least as high as currently programmed…"

Coalition election promise, 1996

In its first year of government, the Coalition broke this promise and dramatically cut funding to local government, undermining its ability to deliver services to communities across the country.  If the Coalition is re-elected, their tax package would slug local government again – federal financial grants to local government would be abolished and a GST will add more to the cost of garbage collection, swimming at the local pool, joining the local library, and hiring local sporting facilities.  

Budget cuts

In John Howard’s two and a half years of government:

· $62.1 million was cut from Financial Assistance Grants to local government.

· $150 million from the axed Department of Regional Development, including urban flood mitigation and funding for Regional Development Organisations.

· Over $800 million from the Better Cities Program, and with it funding for local government infrastructure programs.

· $620 million in road funding from the National Highway system.

· $200 million in Landcare funding has reduced the ability of local government to help regional areas use land sustainably and generate local employment.

Funding to community services such as childcare has also been significantly cut, affecting the services Local Government can give the community.

Cuts of $1.8 billion to Skillshare, LEAP, New Work Opportunities, the apprenticeship program and other employment schemes mean Local Government no longer has the same access to programs to boost regional employment.

Further, regional CES, tax and Medicare offices have closed. These cuts have reduced services to regional and rural Australian and decreased the capacity for councils and shires to promote their areas to industry.

JOHN HOWARD’S CUTS TO LOCAL GOVERNMENT
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Many local councils have been forced to increase their rates and reduce services they provide to local communities.

Rural shires and councils are the worst affected because they have fewer residential properties to rate.

John Howard Cuts 300 Children’s Playgrounds

With every 1 per cent decrease in financial assistance grants to local councils, communities lose the equivalent of 240 playgrounds; or 84 km of curbs and guttering, or footpaths; or 373 km of sealed roads.

This means that John Howard has destroyed the equivalent of:

· 300 children’s playgrounds, or 

· 105 km of footpaths, or

· 466 km of sealed roads.

Abolishing federal grants to local government

As if these cuts were not bad enough, the Coalition announced as part of its GST package that if re-elected it would abolish financial assistance grants to local government.  

It would abolish the payment of $1.2 billion in direct assistance to local government, $377 million of this amount in identified road grants.

The Howard Government used its tax package to sneakily introduce a radical new payment system that will remove all certainty in funding for councils and which is likely to reduce important services. 

It would be left up to each state government to give local governments a portion of GST revenue.

Local governments are understandably concerned that there is nothing to stop their funding being cut in future years.  Councils know that the States can not be trusted to adequately fund local government.

Despite the complete legislative control over local government by the States, local government presently self-funds just on 80 percent of its activities, and relies on the Commonwealth to supply around 20 percent of their remaining financial needs (at a cost of in excess of $1.2 billion in 1998-99).

Many rural and regional councils are almost wholly reliant on federal grants to supply services to their communities. Rural councils and shires are unable to raise revenue through rates because there are fewer properties and they attract lower rates.

The Coalition’s tax package puts that 80 percent, and 100 percent in the case of some rural and regional councils, on a fragile footing.

Local government would be particularly badly served if the Coalition were to implement its GST package.

A GST on garbage collection! 

Ratepayers will face a steep rise in fees for local government services with the imposition of a GST.

Rates, water and sewage are exempt from the Howard Government's GST, but all of the commercial activities of councils will be taxed.

Leisure activities managed as community facilities by local government will have a GST on them.  This means that vital community services such as senior citizen centres, libraries, recreational facilities (such as pools, ovals and tennis courts) and going to the local dump will all cost more with a GST. 

Services such as garbage collection and recycling make up a large part of a bill from the local council.  They will carry a GST where they are commercial activities.

So will public transport, transport of goods, caravan parks, agricultural and forestry and the list goes on.

Even parking fines and penalties can carry GST.  The cost of parking tickets – as if it wasn’t enough already – will go up!

GST and Community Groups

“It’s going to be an absolute nightmare for community based treasurers, and we are going to find, as a result of this measure, community organisations will go to the ground because people will not want to take on the responsibility that is going to be encouraged in this new taxation system”

Ann Mills

Agencies for South West Accommodation, NSW
Every community group would need to keep detailed records of all GST paid on inputs (supplies).  Forms would have to be completed to pay GST.  The treasurer of the bowls club would need to become an accountant!

Ratepayers will pay more but the money will go to the State Government not back to the community.  Local government will become a tax-collecting vehicle and ratepayers will have no guarantee they will see the benefits.

The administration costs of local councils will increase.  Councils would have to forward regular returns to the Tax Office for the GST collected and submit claims for the amount of extra tax paid.

Extra computers, staff training and new accounting arrangements would be required.

Based on Canadian experience, implementing a GST on local government services would require between 600 and 1,500 staff hours and between 200 and 300 consultancy hours.

The most important implication for local government of a GST would be the added burden of administering the GST.  This would generally involve:

· maintenance and retention of adequate records for a period of up to two years

· daily identification of payments and receipts that have a GST component

· increasing the level of staff training required to cope with the new system

· identifying those fringe benefits that are subject to a GST.

Local councils will pay a GST on all goods and services they purchase and that cost will have to be passed on to ratepayers.  As a result, either the cost of council services will rise or the number of services councils provide will have to be reduced.

LABOR’S INITIATIVES

Labor will develop a partnership with local government.  We will protect financial assistance grants and negotiate a National Agreement between the federal and local governments.  Labor will also introduce measures to encourage infrastructure development in regional areas and ensure that local government plays an important role in the development of Australia’s regions and the delivery of essential services.

Protecting financial assistance grants

A Labor Government will continue the current system of direct federal grants to local government to ensure consistent national standards for local services to all Australians.

These grants are substantial and will continue to grow – in 1999-2000 financial assistance grants to local government are estimated to be $890 million, rising to $955 million in 2001-02.

Funding will be determined on a triennial basis to provide certainty for council budgeting.  Special purpose funding will be provided directly on the basis of need to address areas of disadvantage consistent with national priorities.

Labor will adequately fund local government, recognising the crucial role played by this level of government.

Local Government Development Program

Like all levels of government, the efficient and proper delivery of services by local government and accountability to taxpayers is paramount.

Labor will use and maintain the Local Government Development Program to help local government establish where necessary more transparent, consultative and accountable decision making. 

Information, results, benchmarking and other methods developed under the Local Government Development Program will be available to all councils and shires.

New National Agreement

Labor will negotiate a National Agreement with local government to further the partnership between the two levels of government.

The Agreement will spell out the roles and expectations of each level of government and articulate national priorities for action.

Local government will also be consulted as part of Labor’s discussion on the implementation of our tax package: A Fairer Tax System.  With No GST.  

Local Government is often at the forefront of innovation, in waste management and recycling for example.  Under Labor, local government will be encouraged to develop new and better ways of delivering services for the benefit of communities across Australia.

The Agreement will enable local government concerns and policy positions to be heard at the highest level of federal government.

Constitutional Recognition

The Coalition promised in the 1996 election to put constitutional recognition of local government on the agenda of the People's Convention to discuss constitutional issues including a republic.  Constitutional recognition for local government was not discussed or included on the agenda.

Local government needs to be given the recognition of other tiers of government. 

Constitutional recognition will give local government a permanent and recognised place in the Australian democratic system.

Infrastructure Rebate

Labor will expand the scope of the existing infrastructure rebate beyond road and rail projects to cover investments in electricity, water, sewerage, renewable energy, and gas pipeline infrastructure, at a cost of $100 million over three years.

Labor will lift the currently inadequate funding cap to ensure an additional $2.5 billion of regional infrastructure projects obtain assistance over a five-year period.

Labor will also provide additional support to assist in the construction of a very fast train link between Sydney and Canberra, should that project proceed.

The Coalition’s axing of the rebate has severely limited the nation’s ability to fund major private sector infrastructure development, dealing a further blow to regional communities already hard hit by government spending cuts.

Under Labor’s plan, we will use the rebate for nation-building, leveraging investment in new technology and job creation and helping revitalise regional Australia.  This will lead to lower costs in areas such as energy and transport and will assist in generating more jobs in a range of industries throughout Australia.

Enterprise Improvement Fund

Labor will provide $20 million a year for locally-based enterprise improvement initiatives to help small enterprises build effective growth and export strategies.

Small businesses will be assisted either through direct grants or through the establishment of locally based enterprise improvement centres.

It is estimated that 13,000 small firms will be assisted each year.

Cleaning Up Our Rivers – The Environment

Labor is committed to addressing the problems of pollution and degradation associated with our urban rivers and to their effective rehabilitation.  

To achieve this goal, Labor will provide an additional $19 million over three years to assist State and local governments and community groups to rehabilitate the following rivers:

· Georges River – New South Wales

· Brisbane River – Queensland

· Yarra River – Victoria

· River Torrens – South Australia

· Tamar River – Tasmania

· Swan River – Western Australia

Regional Development

"There is no clear rationale or constitutional basis for Commonwealth involvement [in regional development]." 

John Sharp, Minister for Local Government, 17 July 1996

Labor has a different view.  We will be articulating the role that the federal government will play under Labor in regional development when the policy is announced later in the campaign.

Labor will encourage regions to develop their own agendas and priorities, ensuring appropriate Commonwealth government support and assistance.  

Australia’s diverse regions are the engines of the country’s economic growth. Australia's future competitiveness depends on our regional development strategy being an integral part of our national employment, economic, social and industry policies. 

Labor recognises that regional Australia responds when it is given genuine opportunities to identify needs and access resources. The key to sustainable regional development is to build on this response, taking in all policy areas to ensure those diverse needs and concerns in different regions are taken into account.

Labor acknowledges the key role played by local governments in regional development and will ensure the full involvement of local government in Labor’s new agenda for regional development.

COSTING OF LABOR’S INITIATIVE


98-99
99-00
00-01
01-02
TOTAL



Protecting financial assistance grants
0
0
0
0
0

Local government development program
0
0
0
0
0

New National Agreement
0
0
0
0
0

Constitutional recognition
0
0
0
0
0

Infrastructure rebate*
0
12
34
55
101

Enterprise improvement*
0
0
20
20
40

Cleaning up our rivers**
0
1
6
12
19

Regional development***
0
0
0
0
0

TOTAL
0
12
60
87
159

*  These measures were included in Labor’s Industry Policy.

**  This measure was included in Labor’s Urban Rivers Policy

***  This measure is yet to be announced.
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