Local Government Reform

In South Australia

Michael Llewellyn-Smith

n his article in Public Management in 1996, Bill
Bridgeo, city manager of Canandaigua, New York,
a participant in the ICMA/IMM manager ex-
change program in Australia, described the local
government restructuring that had occurred in
the state of Victoria. In short, the state govern-

ment of Victoria had taken the view that reform was both
necessary and long overdue and, in 1994, dismissed 215 mu-
nicipal councils and created 78 new ones. The elected mem-
bers were replaced by appointed commissioners for a period
of three years, until elections were held for the new councils
in March 1997. Key objectives in this approach were to real-
ize savings and to reduce council rates (property taxes) by 20
percent.

In the neighboring state of South Australia, however, a
different approach has been taken to local government re-
form. The state government has decided on a voluntary ap-
proach, rather than the interventionist model of the Victo-
rian government.

In South Australia, the government introduced legislation
into the state parliament in December 1995, at which time
there were 118 councils in the state. In the legislation, the
objectives of local government were defined to include:

+ Providing a representative, informed, and responsible de-
cisionmaker, in the interests of developing the community
and its resources in a socially just and environmentally
sustainable manner.
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« Ensuring a responsive and effective
provider and coordinator of public
services and facilities at the local
level.

+ Providing an initiator and promoter
of effort within a local community.

+ Representing the interests of a local
community to the wider community.

A Reform Board

The legislation enabled the state govern-
ment to establish a Local Government
Boundary Reform Board. The stated
aims of the government in establishing
the board were to achieve a significant
reduction in the number of councils in
the state and a significant reduction in
the total costs of providing the services
of local government authorities.

The board consists of eight members
appointed by the state governor. Four of
these members had first been nomi-
nated by the state minister for local gov-
ernment; two had been selected from a
panel of six nominated by the Local
Government Association of South Aus-
tralia; and one came from a panel of two
nominated by the United Trades and
Labor Council. The remaining member
is the executive director of the board,
who is the board’s principal officer and
responsible for managing its staff and
resources.

The legislation also provided that the
functions of the board are to:

+ Assist councils that are working to-
ward an amalgamation or rational-
ization of areas or toward the ratio-
nalization, integration, or sharing of
works and services.

+ Facilitate the provision of financial in-
centives to councils that are partici-
pating in significant reform proposals.

+ Establish and publish criteria against
which the performance of councils as
local government authorities can be
assessed, and then to assess the per-
formance of councils in the state
against these criteria.

+ Consider reform proposals from
councils.
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ort Adelaide

Council and Enfield
Council were the first
two councils to
amalgamate under the
reform legislation. The
new council delivered
savings of $2 million in
1996-1997.

The board sought voluntary struc-
tural reform proposals from councils,
which included: (1) the amalgamation
of two or more councils; (2) the aboli-
tion of a council and the incorporation
of its area into the areas of two or more
councils; and (3) the establishment of a
cooperative scheme for the integration
or sharing of staff and resources within a
federation of councils.

In considering each structural reform
proposal, the board was obliged to bear
in mind the principles that a new coun-
cil should:

+ Achieve significant economies in the
use of resources within local govern-
ment while avoiding significant divi-
sions within the community.

+ Have a sufficient resource base to ful-
fill its functions fairly, effectively, and
efficiently.

+ Offer its community a reasonable
range of services delivered on an effi-
cient, flexible, equitable, and respon-
sive basis.

« Facilitate effective planning and de-
velopment within an area, and be
constituted with respect to an area
that can be promoted coherently.

+ Be in a position to facilitate the man-
agement of environmental issues and
the integration of land use schemes.

+ Reflect communities of interest of an
economic, recreational, social, re-
gional or other kind, and stay consis-
tent with community structures, val-
ues, expectations, and aspirations.

+ Incorporate or promote an accessible
center or centers for local adminis-
tration and services.

New Performance
Standards

The board also established performance
criteria to determine whether or not a
local community would benefit from
structural reform. These criteria were
designed to take into account a number
of factors, including demographic pro-
file, geographic location, topography,
formal and informal relationships with
other government or nongovernment
bodies, the economic growth and wealth
of the area, and any common interests
within the community.
The performance criteria were:

Governance. The capacity of the
council to represent and serve the public
interest of the community through its
elected structure, its advocacy role, and
the use of community consultation and
social development strategies.

Finances. The current and potential
viability of the council, with particular
reference to growth, debt, revenue ca-
pacity, infrastructure maintenance, rat-
ing capacity, service provision costs,
ability to attract and manage federal and
state grant funding, and administrative
costs.

Service Provision and Delivery.
The capacity of the council to meet the
service provision needs of the commu-
nity in a competitive manner.

Environment. The council’s capabil-
ity to meet its statutory and potential
community service obligations on mat-
ters relevant to the environment, includ-
ing coastal management and stormwater
and effluent drainage schemes.
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Economic Development. The
council’s ability to identify and con-
tribute to the economic development
potential of the region and to meet com-
munity expectations through appropri-
ate infrastructure provision.

Statutory Responsibilities. The
capacity of the council to meet its statu-
tory responsibilities in such areas as
health, development, roads, and traffic
management.

Management. The ability to effi-
ciently and effectively support gover-
nance and structures within the council,
to provide leadership, and to achieve
agreed outcomes.

The board could decline to accept a
structural reform proposal unless or
until it was satisfied that the council or
councils submitting the proposal had
carried out a reasonable amount of
community consultation on it. And the
board could consult with one or more
councils (including councils not in-
cluded within the terms of the pro-
posal) about the proposal and any
alternatives. The board could itself
amend a proposal or substitute an
alternative one.

Next, the board is required to make a
recommendation to the state govern-
ment minister for local government,
who may then approve the proposal.

Questions and Incentives

To ensure a consistent approach when as-
sessing proposals, the board uses a check-
list of key questions that confirm that
proposals have met the requirements of
the legislation. After the critical question
“Has there been a reasonable amount of
community consultation about the pro-
posal?” the board could then ask:

* Will the proposed amalgamation
achieve the objectives of local
government?

+ Will the amalgamation meet the
principles of the legislation?

22

tructural reform has

brought about
opportunities for a more
regional and united
focus on issues like
economic development
and environmental

protection.

+ Is there adequate description of the
benefits of the proposal?

+ Are comparisons with the perfor-
mance criteria clearly identified?

* Has a three-year financial and man-
agement plan been prepared?

* Is there adequate discussion of im-
pacts on demographics, geographic
size, topography, and the projected fu-
ture growth of the proposed council?

+ Is there adequate discussion of the
impact on communities of interest?

+ Will a reasonable range of services be
delivered on an efficient, flexible, eq-
uitable, and responsive basis?

+ Is it clear that adequate governance/
representation arrangements will be
in place?

+ Will there be an accessible center or
centers for local administration and
services?

+ Is there adequate discussion of eco-
nomic viability, environmental sus-
tainability, and effective planning
and development?

+ Is there enough discussion of relation-
ships with other, adjoining councils?

+ Has sufficient attention been paid
to legal, contractual, and statutory
issues?

+ Is there adequate discussion of indus-
trial and employee issues?

+ Has a suitable resource base and or-
ganizational structure been described
for the new entity?

+ Is there a satisfactory implementa-
tion plan?

The board has provided these finan-
cial incentives to councils participating
in significant structural reform propos-
als, including: the provision of facilita-
tors at no cost to support discussions
between and among councils consider-
ing boundary reform issues; interest-
free loans to councils that have commit-
ted to the reform process; and
finalization grants applying to voluntary
proposals recommended for approval.
Specifically, the board has arranged to
provide loans of up to $25,000 and to
meet interest costs on such loans until
June 30, 1998.

Recognizing that there were signifi-
cant costs associated with finalizing a
structural reform proposal, the board
provided financial incentives to help de-
fray some of these costs, which were
payable at the time a final proposal was
recommended for approval by the
board. The grants were $10,000 for a
group of two councils; $40,000 for three
councils or $80,000 for four or more
councils.

The aim of the reform process was
for councils to put forward amalgama-
tion proposals based on their local
knowledge. Local understanding and
perspectives were seen as crucial, and
councils had to consider such key local
concerns as representation, community
identity, service delivery, employment,
community benefits, opportunities, dif-
ferences in debt levels, differences in
ward arrangements, and differences in
population sizes.

In developing voluntary amalgama-
tion proposals, it was up to the existing
councils to consider the best interests of
their residents and ratepayers and to
come up with structures that ensured
the appropriate levels of representation
across the whole of the new council area.

Some Outcomes

Port Adelaide Council and Enfield
Council were the first two councils to
amalgamate under the reform legisla-
tion. The new council, representing a
population of 101,000 people, came into
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being on March 22, 1996. It delivered
savings of $2 million in 1996-1997 with
these savings being passed on to the
ratepayers through rate reductions.

A significant amalgamation occurred
on Kangaroo Island. After extensive ne-
gotiations, the Kingscote and Dudley
Councils put forward a voluntary pro-
posal to form the Kangaroo Island
Council. After 110 years of separate
councils, the creation of one council on
Kangaroo Island significantly enhanced
tourism potential and economic devel-
opment. The island is one of Australia’s
most appealing tourism destinations,
and its ability to develop this industry
and to attract further development
could only be enhanced by one council,
acting in a united and progressive way.
Through the merger, the new Kangaroo
Island Council will achieve annual net
savings of $180,000, phased in by the
year 2000. Amalgamation will bring
about rate equalization as part of the
overall plan to reduce the total cost of
providing services.

The amalgamation of Noarlunga,
Happy Valley, and Willunga Councils was
the largest proposal approved by the
board. Ratepayers will gain average rate
reductions over time, ranging from 7.3
percent for Happy Valley, 14.6 percent for
Willunga, to 17.0 percent for Noarlunga.
Annual savings of about $3.5 million will
be gained through cost efficiencies in the
creation of the new council, which came
into effect on July 1, 1997 and will service
about 150,000 residents and cover an area
of 570 square kilometers.

In the north of the state, history was
made with the founding of South Aus-
tralia’s first federation of councils. The
federation will see the newly created
council of Orroroo/Carrieton sharing
the same administration with the re-
cently amalgamated town and district
councils of Peterborough. The new
body will be known as the Federation
of North Eastern Councils. The city
manager of the federation is techni-
cally the chief executive officer of both
councils. The overall arrangements in-
volve an innovative combination
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whereby the two councils will retain
their political independence but be ser-
viced by one administrative structure.
Federation will increase service deliv-
ery at reduced cost, but not remove
local accountability, decision making,
and planning. This federation proposal
was developed to achieve the maxi-
mum benefit from structural reform in
sparsely populated areas. Staff of both
existing councils will become employ-
ees of the federation, and full-time of-
fices will be retained in both Peterbor-
ough and Orroroo.

Since the start of the reform process
in December 1995, the number of
metropolitan and country councils has
been reduced from 118 to 69 through
voluntary amalgamations. The mergers
have realized major cost efficiencies and
savings, which are being passed on to
residents and ratepayers. The amalga-
mations so far will result in total recur-
rent savings of $13 million among
metropolitan councils and $6.3 million
among country councils. Merger pro-
posals approved have identified service
improvements in such areas as health
and aged care, building and planning,
protection of the cultural and built her-
itage, library services, road mainte-
nance, and waste management and re-
cycling. Structural reform also has
brought about opportunities for a more
regional and united focus on issues like
economic development and environ-
mental protection.

The legislation has a sunset clause for
the board, taking effect on September 30,
1998. The board is confident that with its
assistance, further voluntary amalgama-
tions between and among councils will
occur, with significant savings being
passed on to local communities.

Local government in South Australia
is poised for an exciting new era in the
provision of effective and efficient ser-
vices to local communities. Il
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