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Local government coordination and consolidation
	Key points

	· In practice, local government coordination and consolidation is more focused on addressing services and infrastructure provision, regional economic development, operational cost savings or advocacy than on regulatory functions. 

· Coordination and consolidation of local government regulatory functions has the potential to address the burdens that business face, particularly where there is:

· regulatory duplication or inconsistency across local government areas

· inadequate capacity within individual local governments to deliver good regulatory outcomes. 

· Such regulatory benefits are most likely to be achieved where coordination and consolidation has the following two features.
· There is genuine and clear agreement between two or more local governments to promote good quality regulation (including to address regulatory inefficiencies such as duplication and inconsistency in regulation). 
· There are strong incentives from well-designed legislative or assistance arrangements for individual local governments to implement the agreement. 

· Incentives provided by state and Northern Territory governments are important in improving the regulatory efficiency of local government as the incentives facing them to voluntarily coordinate to achieve regulatory efficiency are likely to be weak. 
· This is because local government expenditure on regulatory functions is relatively small and, as a result, may not be a priority for local governments to improve regulatory efficiency even though there may be gains for business.

· Coordination and consolidation can be initiated by local governments, or by state and Northern Territory governments. It can include: 

· informal meetings and consultations among local governments
· the establishment of regional organisations of councils and other groupings 

· joint activities such as resource sharing, joint projects and mutual recognition

· the creation of joint local government entities delegated to provide functions on their behalf 

· the amalgamation of local governments into a new authority.

· Of the current approaches that involve regulatory functions, the following are examples of leading practice:

· A new Victorian mutual recognition system of registering temporary food stalls, mobile food premises, food vending machines and water transport vehicles. 

· The South Australian Eastern Health Authority. This joint local governments entity ensures that its five constituent local governments meet their responsibilities under State environmental health and food legislation. 

· Resource sharing among local governments to improve their  regulatory capacity, such as the sharing of staff resources between local governments to undertake environmental regulation and management in Western Australia.  
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The rationale for coordination and consolidation

The focus of the following chapters is on individual areas of local government (LG) regulation such as public health, parking and road transport, the environment as well as building and construction. Although the Commission identified leading practices in these areas, it also found many instances of regulatory burdens on business. 
Effective coordination and consolidation among LGs has the potential to address the sources of these burdens such as poor quality regulation, insufficient capacity of individual LGs to make and administer good quality regulation and regulatory duplication and inconsistency across LG areas. 
There has been increasing interest in LG coordination and consolidation by governments at all levels, particularly among LGs and state and Northern Territory governments. There is also an extensive literature surrounding LG structural reform. Much of this has focused on the likely economies of scale and scope in the provision of LG services from LG coordination and consolidation (Byrnes and Dollery 2002; Dollery and Fleming 2006; Dollery and Byrnes 2009; ACELG 2011; Somerville and Gibbs 2012). However, the focus of this chapter is whether LG coordination and consolidation improves regulatory outcomes for business.
LG coordination and consolidation, which can be initiated by LGs or by state and Northern Territory governments, occurs in a number of ways. These are through LGs:

· meeting and consulting with each other on an informal or ad hoc basis

· negotiating agreements such as memoranda of understanding and partnership agreements

· establishing regional organisations of councils, alliances, panels and committees to undertake various activities of common interest, which are often guided by agreed charters or strategic plans 

· engaging in joint activities such as sharing resources or undertaking projects together

· establishing organisations under legislation to provide LG functions on their behalf

· amalgamating.

The factors explaining LG-initiated coordination and consolidation include: 

· the mounting complexity of functions that they have been required to undertake

· a lack of, or reduced, capacity to undertake their functions such as shortages of technical or professional staff or inadequate financial resources

· a desire to achieve efficiencies such as capturing cost savings, as well as economies of scale and scope

· a desire to improve service delivery to local communities

· a desire to attract businesses and economic development to a region
· advocacy on behalf of a region to higher levels of government
· concerns about the prospect of state government intervention (such as by undertaking resource sharing or establishing a ‘regional organisation of councils’ to pre-empt compulsory amalgamation). 

State and Northern Territory governments, in encouraging and initiating LG coordination and consolidation, may also be influenced by many of these factors. For example, the Western Australian Government, which introduced a LG reform agenda in 2009 that included an increased emphasis on voluntary amalgamations and collaboration among LGs, said:

With very small rate bases and declining populations many smaller non-metropolitan local governments are focussed on survival.

Within metropolitan local governments, fragmented and inconsistent decision making often results in lengthy delays for planning approvals and building licenses which adds rental and building costs to families waiting to build new homes.

By merging, local governments can reduce the amount of money spent on administration and funds can be channelled into areas that make a difference — services for the community, such as community centres, libraries, roads and sports facilities.

By combining some contracts and services, local governments can enjoy financial advantages, while others will benefit from working with larger areas to provide the level of service that communities deserve. (WA Department of Local Government 2011f)

In New South Wales, a Local Government Review Panel has been established under the Destination 2036 Action Plan to identify reform options to improve the strength and effectiveness of LG in New South Wales and develop recommendations for new models of LG.

In its Local Government Survey, the Commission found that around 70 per cent of the 133 LG respondents currently coordinate with other LGs in respect of their regulatory functions (table 5.1). This coordination is focused on administering, enforcing and monitoring regulation, rather than on making regulation.
Regulatory areas that were subject to LG coordination included planning and land use; the control of pests, animal and plants; waste disposal and management; and development assessment. The main reasons given for LG coordination were ‘strategic’ and ‘achieving cost savings’. 
Table 5.1
Local Government Survey: the nature of LG coordination

	Statement
	Response
	
	Statement
	Response

	
	per cent
	
	
	per cent 

	LGs that coordinate with other LGs in respect of regulatory functions/areas
	
	
	Road side parking
	8

	
	
	
	Other land care
	8

	
	
	
	Reserves and picnic areas
	8

	Proportion that coordinate
	70
	
	Water collection and reuse
	8

	Regulatory functions that are the subject of coordination
	
	
	Off street car parking
	6

	
	
	
	Carbon management measures
	5

	Administering regulation
	52
	
	Laneways, right-of-ways, and road access
	5

	Enforcing regulation
	48
	
	
	

	Monitoring regulation
	41
	
	Bridges
	5

	Making regulation
	20
	
	Railroad level crossings
	2

	Regulatory areas that are the subject of coordination
	
	
	Non-road forms of transport
	3

	
	
	
	Aboriginal and Torres Strait Islander affairs
	2

	Planning and land use
	44
	
	
	

	Control of pests, animals and plants
	40
	
	Third party infrastructure
	4

	Waste disposal and management
	35
	
	Main reasons for coordination
	

	Development assessment
	32
	
	
	

	Food and liquor
	29
	
	Strategic
	53

	Emergencies
	29
	
	Achieving cost savings
	39

	Building and construction
	29
	
	Mandatory state government requirement
	15

	Biodiversity and vegetation management
	25
	
	
	

	
	
	
	Othera
	15

	Community health and public safety
	25
	
	How coordination occurs
	

	Water quality and monitoring
	17
	
	Meetings 
	46

	Noise and air quality
	14
	
	An agreement
	37

	Stormwater and drainage
	13
	
	Shared or rotated staff
	20

	Coastal management
	11
	
	A designated body
	24

	Traffic management including signage, signals and calming devices
	11
	
	
	

	Weight loads of non-standard vehicles
	11
	
	Common guidance material
	20

	Street lighting and footpaths
	9
	
	Common regulation
	18

	Wetlands and inland waterways
	9
	
	Otherb
	3


a Other reasons nominated by respondents included achieving consistency, government funding for regional approach, providing better services to residents. b Other ways nominated by respondents include discussions, electronic communication, and correspondence. 
Source: Productivity Commission survey of local governments — general survey (2011-12, unpublished). 
LG coordination primarily occurred through meetings and agreements, rather than through a coordinating body or by sharing or rotating staff. 
LGs are involved in coordinating the administration, enforcement and monitoring of regulations across a number of areas.
Despite the increased interest of all governments in LG coordination and consolidation, business participants have expressed concerns to the Commission about the number and capacity of small LGs (box 5.1). 
	Box 5.1
Businesses say there are too many LGs

	NSW Business Chamber:

At a Sydney specific level, maintaining 41 councils and their associated regulatory regimes in the Sydney basin presents real barriers to business growth for NSW. Local differences in regulation can make compliance for business unduly complex and costly. (sub. 11, pp. 1–2)

National Farmers Federation:

… Tasmania has a large number of councils (29) covering a relatively small area which means that farmers can be dealing with more than one council for the same property. This emphasises the need for a more consistent application between council bodies. (sub. 30, p. 3)

Small Business Development Corporation:

A long-term recommendation, the amalgamation of local government authorities in both metropolitan and regional Western Australia, would provide substantial benefits to small businesses and the wider community. In local government areas with local population catchments, enlarging the pool from which local government appointments can be made is likely to improve skills and experience levels, leading ultimately to better and more consistent decision making. (sub. 29, p. 14)
Business SA:
… Local Government amalgamations would enable economies of scale, increase effectiveness and efficiency and reduce the scope for inconsistency in and duplication of regulations. (sub. DR48, p. 1)

	

	


These concerns suggest that current coordination and consolidation approaches have not worked as well as they might in addressing the regulatory burdens experienced by business. As a counterpoint to these concerns, there are community grass roots concerns about large LGs (created through amalgamation). These centre primarily about the loss of local identity (or of local democracy). For example, Megarrity said:

State governments in the last two decades have forced numerous councils to amalgamate in the name of economic efficiency, discounting other aspects of local government such as social cohesion and civic participation at the local level. The attachment which many residents have to their local areas could be seen in strong regional protests prior to the 2008 council amalgamations in Queensland, which reduced the number of councils from 157 to 73 with a minimum of consultation. (2011, p. 5)
Current approaches to coordination and consolidation

There are four broad, sometimes overlapping, categories of approaches to LG coordination and consolidation. 
Joint activities between LGs 

These include resource sharing, joint projects and mutual recognition. These arrangements can be mediated through ROCs and other coordinating bodies, under agreements, an exchange of correspondence between LGs, or under legislation. Approaches taken to resource sharing include LGs undertaking joint ownership, reciprocal sharing or a LG hiring out its resources to other LGs. There is no one best approach to resource sharing.

Across Australia there is already a diversity of approaches, although most jurisdictions restrict the options available to councils — in some cases very tightly. Each model has its strengths and weaknesses and councils need to choose carefully (Somerville and Gibb, p. 44, 2012).
The types of resources that are commonly shared are headquarters, libraries, waste management, emergency management, specialised staff, IT, and plant and equipment (see table 5.2).
Table 5.
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Examples of resource sharing arrangements involving local government regulatory functions

	LGs 
	Resource sharing arrangement 

	Conargo, Deniliquin, Murray (NSW)
	Under a Memorandum of Understanding for Shared Services (2007), the LGs undertake exchanges of technical expertise, undertake short term staff secondment for specialist projects such as major environmental impact statements and developments, share a heritage advisor, and share ranger/impounding services. 

	Griffith, Jerilderie, Hay, Narrandera and others (NSW)
	Under the (Griffith Region) Food Safety Inspection Agreement, Griffith City Council provides food surveillance services through its environmental health officers to surrounding LGs. 

	Bruce Rock, Corrigin, Koorda, and others (WA)
	The shires are part of the Central Wheatbelt Ranger Scheme, which employs a full-time ranger to provide community education and enforcement of local laws, including caravan and camping, dogs, bushfires, litter and vehicles in off-road areas.


Sources: NSW Division of Local Government (2011e); WALGA (nd). 

LGs can also undertake joint projects to achieve particular outputs or outcomes. Undertaking the projects might also involve sharing resources (such as financial and human resources). 

There is also the use of mutual recognition. This is an agreement whereby compliance with the requirements of one jurisdiction is deemed to satisfy the regulatory requirements of another jurisdiction. However, in practice, mutual recognition amongst LGs appears to be rarely undertaken. One of few such examples is Victoria’s licensing arrangements applying to temporary food premises, mobile food premises and food vending machines.

Regional organisations of councils (ROCs) and other coordinating bodies of LGs.

ROCs are voluntary ‘partnerships between groups of local government entities that agree to collaborate on matters of common interest’ (ALGA 2011b). ROCS vary in size, structure, mandate, activities, geography and population. The type of activities undertaken by ROCs and their management arrangements vary (see box 5.2). The diversity of the ROCs is discussed further in appendix J.
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Regional Organisations of Councils

	ROCs are voluntary groupings that are usually formed in geographically contiguous areas, often corresponding to commonly identified regions. ROCs undertake a range of functions on behalf of their member LGs and local and regional communities, including providing a regional point of contact, acting as regional forums, facilitating joint activities by LGs, managing regional projects, providing regional advocacy and building strategic partnerships.

ROCs may specialise in one or more of these activities, which are often funded at least in part by state or Australian Government and which can also involve formal inter-governmental partnerships. Some ROCs even have a role in either regional governance arrangements involving state governments or in assisting the delivery of state or Australian Government services.
ROCs also have a range of management models, but typically involve a board comprising selected representatives (usually but not always the mayors) from each LG. General managers may also be involved at the board level, but more commonly form a separate committee to deal with operational matters. Other LG officers may be involved in staff committees or working groups overseeing specific projects.
Some ROCs are unstaffed, with a member LG undertaking secretariat functions, but a significant number have one or more staff members. In terms of governance, most ROCs are incorporated associations, but a small number are registered as corporations. 

	Source: ACELG (2011).

	

	


These arrangements are most prevalent in New South Wales and Western Australia, with over half all ROCs being located in these jurisdictions. 

There are also various examples of other regional grouping of LGs including committees, partnerships alliances, panels zones and forums. An example of a regional grouping coordinating on regulatory functions is the Namoi Regional Food Surveillance Group, consisting of the Liverpool Plains, Gunnedah and Narrabri Shire Councils, which provides a food inspector at a reasonable cost to all members and ensures food inspection techniques are uniform across all LG areas. 

Joint LG entities

Joint LG entities can be created to undertake the legislative responsibilities of individual LGs. Joint entities differ from other groups of LGs such as ROCS and other regional groupings in that legislation plays an essential role in their establishment, objectives and governance and these entities are delegated with legislative responsibilities by their constituent LGs. 

Joint LG entities are usually created to provide services and manage facilities, involving waste management, water, vermin control and land development. Other joint LG entities are involved in regulatory functions. For example, one of the roles of the Eastern Health Authority is to ensure that its constituent LGs meet their legislative responsibilities relating to environmental health. Similarly, the Castlereagh-Macquarie County Council in New South Wales was established to provide effective integrated weed management systems to all its constituent LGs in accordance with the New South Wales Noxious Weeds Act 1993.
Amalgamations of LGs 

There are two approaches to LG amalgamation — either mandatory (imposed on LGs by state and Northern Territory governments) or voluntary (initiated by LGs and/or encouraged by governments). Although these approaches differ significantly, amalgamation is used by state and Northern Territory governments as a means of achieving structural reform of the LG sector. LG amalgamations have also been widely used in some other countries to achieve structural reform of their LG sectors (see box 5.3).
Most jurisdictions have undertaken major amalgamations in the past two decades, including the mandatory amalgamations undertaken in Victoria in the 1990s and in Queensland in 2008. In contrast, voluntary amalgamations have been proposed in Western Australia and there has been discussion surrounding amalgamation of LGs in southern Tasmania. 
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Some overseas approaches to LG coordination and consolidation

	As in Australia, many developed countries have sought to improve the operational efficiency of LG by reducing the number of LGs through amalgamation. For example, the United Kingdom and New Zealand have both undertaken significant structural reforms. In the United Kingdom the focus of this reform has been to move away from the ‘two tiered’ LG system by establishing larger unitary authorities through LG amalgamations. In contrast, New Zealand has moved towards a ‘two tiered’ system, albeit through large scale LG restructuring which reduced over 800 LGs to 11 regional councils and 67 territorial councils (the United Kingdom and New Zealand reforms are discussed further in chapter 2 and appendix E).

The Canadian experience varies by province as, like Australia, LGs are under the control of the provincial governments. During the 1990s, the eastern provinces undertook extensive amalgamations. Ontario, for example, reduced the number of LGs from over 800 to nearly 450 creating large municipal LGs. However, in 2006 Quebec, following a series of referenda, actually undertook a number of LG de-amalgamations while in British Columbia LG amalgamations remain voluntary. 

In other countries, such as the United States and France, community attachment to small local government and a strong sense of local identity has worked against mandatory amalgamation of LGs. 

The United States contains a vast array of county, municipal, township and special purpose LGs and there has been no widespread move for amalgamations to improve LG efficiency — as in Australia, the state governments retain control over LG. Reform has focussed on changes in the form of government, the policy agenda of LG and management practices. The number of LG units in the United States has remained relatively stable over the past two decades. 

In France, amalgamations or mergers of communes (communes as the primary form of LG range in size from large cities to small villages) has been rare and there has been little change in the number of communes over the last 200 years. This is due to the strong sense of identity residents retain with their commune. Also, the mayor has certain stature under French law which, along with the importance of the commune to the local community as the base level of government, reinforces this sense of local identity. 

Nevertheless, some of the smallest communes have merged while others have developed cooperative arrangements or formed ‘communal syndicates’ to share resources and services. These reforms, both mergers and formalised cooperative arrangements, have been undertaken on a voluntary basis and financial incentives are available to encourage mergers between communes. The French Government has announced that it expects to have a more coherent system of inter-communal cooperation, including the merger of smaller communes, in place by 2013.

	Sources: Tiley (2010); Lugan (2001); Yeates (2011); Wollman (2012).

	

	


Most LG amalgamations are mandatory rather than voluntary. According to the Commission’s Local Government Survey, 15 of the 133 LG respondents were involved in amalgamations in the last ten years. The main reason they gave for amalgamating was mandatory state government requirement. 

Further details and various examples of the current approaches to LG coordination and consolidation, including amalgamation, are provided in appendix J.

The remainder of this chapter looks at the following aspects of LG coordination and consolidation: 
· the legislative and government assistance arrangements that enable LG coordination and consolidation

· the benefits of reducing regulatory burdens on business from LG coordination and consolidation

· leading practices in LG coordination and consolidation to improve regulatory efficiency. 

5.2
Legislative and assistance arrangements 
To a varying extent, both local government Acts as well as government assistance arrangements enable LG coordination and consolidation and play a crucial role in shaping the incentives facing LGs to coordinate or consolidate in the first place. 
Local government Acts 

The state and Northern Territory local government Acts all contain provisions enabling or recognising different approaches to coordination and consolidation among LGs. There is considerable variability in the provisions depending on the approach being contemplated. Where the Acts do not contain provisions enabling a particular approach, there may be similar provisions in other Acts or under regulations.
Joint activities

Only the New South Wales, Queensland, Western Australian, and Northern Territory Acts expressly provide or recognise joint activities (such as resource sharing arrangements and joint projects) by LGs (appendix J, table J. 1). The Acts give LGs discretion as to whether they undertake joint activities.

For example, the Queensland Local Government Act 2009 (Part 1, Chapter 10) provides:

(1) A local government may exercise its powers by cooperating with 1 or more other local, State or Commonwealth governments to conduct a joint government activity.

(2) A joint government activity includes providing a service, or operating a facility, that involves the other governments.

(3) The cooperation with another government may take any form, including for example —


(a) entering into an agreement; or


(b) creating a joint local government entity, or joint government entity, to oversee the joint government activity.

(4) A joint government activity may be set up for more than 1 purpose.

The Victorian and South Australian Acts have more limited provisions relating to joint activities. The Tasmanian Act does not have provisions relating to joint activities between LGs. However, it does have provisions relating to the establishment of joint LG entities, which are an alternative avenue for LGs to undertake joint activities. 
Regional organisations of councils and other coordinating bodies

Many of the ROCs and the LG coordinating bodies are specifically referred to under the state and Northern Territory local government Acts (table 2.11), or are enabled by provisions under the Acts applying to joint LG entities. 

Joint local government entities
All local government Acts, apart from the Victorian Act, have provisions enabling the establishment of a joint LG entity that is delegated with the power to undertake legislative responsibilities on behalf of individual LGs (appendix J, table J.2). Under the Queensland, Western Australian, South Australian, Tasmanian and Northern Territory Acts, LGs can initiate the establishment of the joint LG entity subject to Ministerial approval. The New South Wales Act only allows the Minister to initiate establishment of joint LG entities. Table 5.3 sets out the terms used in the Acts to describe joint LG entities as well as specific examples. As noted, joint LG entities may be established under other Acts. 
Table 5.
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Local government Acts: joint LG entities

	Jurisdiction
	Description of joint LG entity under the Act
	Examples

	NSW
	County Council. 
	Castlereagh Macquarie County Council, MidCoast County Council, Richmond River County Council.

	Vic
	No provisions. 
	Not applicable.

	Qld
	Joint local government entity or joint government entity. 
	Not available.

	WA
	Regional local government. 

	Eastern Metropolitan Regional Council, Tamala Park Regional Council, Murchison Regional Vermin Council.

	SA
	Regional subsidiary. 

	Gawler River Floodplain Management Authority, Southern and Hills Local Government Association, Eastern Health Authority.

	Tas
	Joint authority. 

	Coping Refuse Disposal Site Joint Authority, 
Dulverton Regional Waste Management Authority, Southern Waste Strategy Authority.

	NT
	Local government subsidiary. 
	CouncilBiz.


Amalgamations

All local government Acts have provisions applying to the amalgamation of LGs. Broadly these provisions cover:

· who can initiate the amalgamation proposal

· the establishment of an independent review body to consider the amalgamation proposal

· the process and decision making criteria that the review body must follow in considering the amalgamation proposal

· how any recommendation of the review body is dealt with by the Minister

· the effects of amalgamation on the local laws of the constituent LGs (appendix J, tables J.3–J.5). 
The extent to which amalgamation can improve regulatory efficiency and reduce the regulatory burden on business is likely to depend on:

· the existence of provisions or criteria in the legislation requiring the review body to take into account regulatory efficiency in considering amalgamation proposals 
· whether or not sunset provision apply in the respective LG Act to the pre-existing local laws of the constituent LGs following amalgamation. 

Does the legislation take account of regulatory efficiency in LG amalgamation?

Of the states, the New South Wales, Western Australian and South Australian Acts have a detailed list of factors or principles that the review body is to take into account when considering amalgamation proposals (appendix J, tables J. 4 and J.8). The Victorian and Northern Territory Acts do not set out any decision-making criteria. Criteria for Tasmanian amalgamations have been developed by the Tasmanian Local Government Board. 
Many of these jurisdictions have criteria relating to ‘community of interest’, financial impacts on LGs, impacts on the delivery by LGs of services and facilities, and the consideration of alternatives to amalgamations. However, none of the Acts set out criteria relating to the impacts of amalgamation on LG regulatory functions. 

Do sunset provisions apply to pre-existing local laws?
Most local government Acts allow for pre-existing local laws to continue and apply to the amalgamated LG areas indefinitely, while others have sunset provisions (appendix J, table J.5). Having pre-existing local laws continue is likely to increase the regulatory burden on business due to the increased volume of regulation, greater regulatory uncertainty and possible inconsistencies between these local laws.
The example of the amalgamation of Glenn Innes and Severn Shire Councils in New South Wales in 2004 illustrates how pre-existing local laws can continue. The proclamation for the formation of the new Glen Innes Severn Shire Council in 2004 from the amalgamation of areas of Glenn Innes and Severn and other boundary changes basically grandfathered any approval, order or notice given by a former LG before the proclamation as if it were done by the new LG (provision 9). Moreover, the proclamation provides that local policies for approval and orders of the new LG are, as far as practicable and where applicable to be a composite of the corresponding policies of each of the former LGs (provision 11(1)a). But this provision ceases to have effect when the new LG adopts a new policy under the relevant provisions of the Local Government Act (provision 11(4)). These provisions appear to be standard for proclamations concerning newly created LGs arising from amalgamations and boundary changes. 

In contrast, the Queensland, Tasmanian and Victorian Acts have sunset provisions. For example, the Tasmanian Act provides:

151. (1) If a new council is created or a council is created as the result of 2 or more municipal areas or parts of municipal areas being combined, the council so created may resolve by an absolute majority to adopt any by-law previously in force in any of those areas or parts of those areas…
(5) A by-law which is not adopted by a council under subsection (1) within a period of 14 days after that council is created ceases to have effect from the end of that period.
In Queensland the local laws of LGs subject to the 2008 amalgamations, unless already applied to the amalgamated LG area, automatically lapsed on 31 December 2011 (Queensland Department of Local Government 2011).
Government assistance 

Government assistance is often central to progressing LG coordination and consolidation. Although the state, Northern Territory and Australian governments provide assistance to LGs to coordinate or consolidate, the focus of much of this assistance is on improving the financial sustainability of LGs, or enhancing LGs’ ability to provide infrastructure or services, through coordination or consolidation. 
This assistance can be financial or non-financial (such as in the provision of guidelines, or sponsoring meetings and forums) (appendix J, table J.6). Some examples of the types of assistance provided in Western Australia under the Local Government Structural Reform Program are provided in box 5.4. 
However, some assistance has been provided to target specific regulatory responsibilities of LGs. This assistance has often been in the form of guidance or regulatory templates. For example, both the New South Wales and Victorian Governments provided this form of assistance to their LGs to promote consistent food regulation (chapter 9). 
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Reducing excessive regulatory burdens on business

The potential benefits of LG coordination and consolidation are wide-ranging and include: 

· gains in economic efficiencies arising from economies of scale and scope in local government functions

· gains in regulatory efficiencies — for example, better quality regulation as well as reduced inconsistency and duplication in regulation across LGs 

· improved capacity and capability in LGs to carry out their functions, including their regulatory functions

· improved financial sustainability of LGs

· strategic benefits such as greater economic development and investment in LG areas and more funding from higher levels of government. 

	Box 5.
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Financial assistance under the Western Australian Local Government Structural Reform Program

	The Department of Local Government (WA) administers the Local Government Structural Reform Program; providing financial assistance to LGs that have resolved to:

· amalgamate

· participate in a regional transition group, consisting of LG authorities who see the need to amalgamate, but who have not been able to formalise agreements with their proposed partners

· participate in a regional collaborative group, consisting of LGs from regional areas (such as the Kimberley, Pilbara, Northern Goldfields and the Murchison), where vast distances mean that amalgamation is not a priority, who seek to examine opportunities for shared service arrangement. 

The amount of financial assistance provided to the groups is based on the number of participating LGs, the aggregate population and total expenditure of the group. 

LGs who agree to amalgamate can receive financial assistance for the costs of amalgamation, including project management, change management, human resources and industrial relations (for example, redundancy), legal matters, IT and communications systems infrastructure, business process (for example, local laws, policies and governance), branding (logo, uniform, website, and stationery) and office accommodation. 

Regional transition groups can receive financial assistance for the costs of undertaking a regional business plan to investigate the costs and benefits of transitioning into a single entity. The regional business plan is to include provision for: governance arrangements of the existing entities and the new entity; integrated strategic planning processes, with appropriate community engagement; analysis of productivity/service improvements; asset management systems; and financial information. 

Regional collaborative groups can receive financial assistance for the costs of undertaking a regional business plan for the development and delivery of common systems and services to the region. 

	Source: WA Department of Local Government (2011g).

	

	


Of relevance to this study is the potential for LG coordination and consolidation to address excessive regulatory burdens on business. It can do this by: 

· reducing regulatory inconsistency or duplication among neighbouring LGs, thereby reducing the compliance costs for businesses who operate in more than one LG area

· improving the capacity and capability of LGs to effectively carry out their regulatory functions, including making more efficient regulation and providing good quality regulatory services to businesses.

Studies that have examined the impacts of LG coordination and consolidation — for example, Deloitte Access Economics (2011), ACELG (2011) and PriceWaterhouseCoopers (2006) — have tended to focus on the financial sustainability and strategic benefits, rather than on regulatory efficiencies. Fewer again have attempted to quantify these impacts.
There is some limited ad hoc evidence of the benefits of addressing regulatory inefficiency, including the regulatory burdens on business, through LG coordination and consolidation. 

· The Council of Mayors SEQ is undertaking a project on behalf of its member LGs with the Local Government Association of Queensland to reform development assessment processes for operational works and large subdivisions (DAPR‑OWL). The project is intended to achieve a 25 per cent reduction in assessment timeframes for large subdivisions and for the majority of operational works applications. The Council’s initial estimates for the project indicate a financial benefit to the development industry of approximately $17 million per annum through a reduction in holding costs. It also considered that its member LGs would benefit from more efficient assessment processes and operational improvements (Council of Mayors SEQ 2012). 

· The Western Australian Department of Local Government (2010a) examined a number of amalgamation case studies. It noted that, within 12 months following the amalgamation of the:

· City of Geraldton and the Shire of Greenough, there was a single town planning scheme and the removal of duplication for customers, government and industry

· Town and Shire of Northam, there was a ‘forced’ examination of procedures, current policies, local laws and delegations as well as a ‘distinct’ improvement in planning coordination, notwithstanding that the individual town planning schemes were yet to be amalgamated.

· In Victoria, the Growth Areas Authority — a statutory body that coordinates parties involved in planning and development of Melbourne’s outer suburban growth areas — and six Growth Area LGs have been working together to create an agreed set of metropolitan engineering standards. The project was found to have several benefits for the private sector, including greater certainty around design and construction requirements and faster approvals. A post-completion evaluation undertaken by Regulatory Impact Solutions found that the estimated savings for business could be as much as $14.3 million annually (D’Costa and Vivian nd). 

· A 2009 survey (Morton Consulting Services and Market Facts (Qld) 2009) of the mayors and chief executive officers of 30 amalgamated LGs in Queensland (involving 56 responses overall) found some positive outcomes related to LG regulatory functions flowing from amalgamation.
· On a scale of 1 (very poor) to 5 (very good), respondents assessed key outcomes of amalgamation to include: stronger, more efficient and effective local governance (3.93); overall performance of the new LG in terms of representation, decision-making and service delivery relative to community needs (3.73); and efficiency of operations in terms of current workforce numbers, skills, and distribution across the LG area (3.43) (p. 5).

· 71 per cent of respondents believed that new LG boundaries would facilitate better planning and development control (p. 13).
· 44 per cent of respondents expected a complete set of revised local laws for the amalgamated area by 2010 with a further 35 per cent expecting completion by 2011 (pp. 13–14). 

The undertaking of independent good quality studies on the impacts of LG coordination and consolidation in relation to their regulatory functions would better corroborate the in-principle benefits noted above. 
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Improving regulatory efficiency through local government coordination and consolidation
Local government agreement on regulatory efficiency
LG coordination or consolidation should involve a genuine and clear agreement to address regulatory efficiency. There are two reasons for this: 
· the lack of agreement on, or clarity of, objectives can lead to conflict among LGs and hamper their collective ability to achieve those objectives at as low a cost as possible 
· objectives grounded on efficiency reflect community-wide benefits and concerns. For LGs to agree to such objectives reduces the risk that they act together in such a way as to create adverse impacts for LGs and others that are not party to the coordination or consolidation approach. 
In identifying agreements to improve regulatory efficiency as part of LG coordination and consolidation, it is important to distinguish between approaches that involve LG agreement on the provision of regulatory functions from those that involve agreement on addressing regulatory efficiency. It is the latter approaches that are relevant in reducing regulatory burden on business. 
Examples of this include:

· the Conargo Shire, Deniliquin Shire and Murray Shire Councils in New South Wales under their Local Councils’ Partnership Agreement (2007) agreed to have common development application forms and procedures.
· the City of Albany, the Shire of Augusta — Margaret River, the Shire of Broome, the City of Greater Geraldton and the City of Kalgoorlie — Boulder in Western Australia are undertaking a joint project to develop online building and health permits application software.
· The South Australian Local Government Association has been undertaking a Red Tape Reduction Pilot Project with the South Australian Government to identify opportunities for LGs to reduce red tape for business. The current focus is on identifying opportunities for red tape reduction in the planning and development system, with a particular emphasis on efficiencies through e-solutions

· The recently launched ‘CouncilsOnline’ portal developed for the LG sector in Western Australia with financial assistance from the Australian Government. This provides a single online portal for the online preparation, lodgement and processing of planning and building applications with LGs. The benefits of this single portal for business include uniform and consistent processes, faster processing of applications and the capacity to track applications across multiple LGs. These arrangements are presently in place for LGs across the Perth metropolitan area and some LGs in the south west of the State.

leading practice 5.

 SEQ Finding \* ARABIC 1
Local government coordination or consolidation requires a genuine and clear agreement among local governments to achieve regulatory efficiency objectives, particularly to:

· reduce regulatory duplication or unwarranted inconsistency among local governments 
· improve the competency and capacity of local governments to effectively undertake their regulatory functions. 
The agreement may be stand-alone, or mediated through a coordinating body or under legislation.

Incentives for improving regulatory efficiency
There may be insufficient incentives for LGs that are party to a coordination and consolidation approach to voluntarily implement measures to achieve regulatory efficiency objectives compared with the incentives to address other LG priorities and concerns. The gains from addressing regulatory efficiency objectives are not necessarily felt directly by LGs. This is because LGs’ net expenditure on regulatory areas and functions constitute a small proportion of their total net expenditure. Consequently, regulatory efficiency objectives may be overlooked, despite the potential for businesses and others in the community to gain substantially from LG regulatory reform. In such cases, there may be a case for strengthening incentives for LGs to voluntarily coordinate or consolidate. 
As D’Costa and Vivien said in the context of collaborative reform between state and local government:

The challenges of multiple institutions coordinating their efforts are considerable, and there are many examples where ambition has far exceeded the actual results, especially with regards to service delivery. … Similarly, cooperative mechanisms between levels of government premised on ‘partnership has also gained favour. There is some debate however whether such an approach enhances local decision making or in practice limits accountability and constrains local policy development, especially in the context of partnership between institutional unequals. … A conclusion from recent experience is that without the use of additional funding as an incentive for institutions to play a constructive role, there is little prospect of success, and what is achieved can come at a cost elsewhere. (nd, p. 3) 
The following considers whether provisions under the state and Northern Territory local government Acts and government assistance arrangements provide sufficient incentives, or impose impediments, to achieve regulatory efficiencies.

The impact of local government Acts on undertaking joint activities
Among the local government Acts, only the New South Wales, Queensland, Western Australian and Northern Territory Acts contain provisions expressly recognising joint activities between or among LGs. On this, it is worth noting VCEC’s views concerning strengthening of the Victorian Act. 
More cooperation could, for example, enable councils to exploit jointly economies of scale in a particular regulatory service, or enable a council which has limited expertise in regulatory area to improve its service, consequently addressing skill deficiencies …. Cooperation could be strengthened through stronger legal obligations on councils to collaborate and more Victorian Government guidance. (VCEC 2010, pp. 292–3) 

None of the Acts above contain express provisions for joint activities to address regulatory efficiency objectives, or on the public reporting of outcomes (apart from the Northern Territory) in relation to these joint activities. The absence of such provisions is not surprising and may reflect the complex range of functions that LGs are required to perform. However, the performance of LGs in relation to their regulatory functions can have far-reaching consequences for many businesses. For state governments to include such provisions under the Acts, and to provide administrative guidance on the scope of the provisions, would reinforce the incentive of LGs to address regulatory inefficiencies through this approach to coordination and consolidation. 
The impact of local government Acts on creating joint local government entities
All the local government Acts have detailed provisions applying to the establishment and governance structure of joint LG entities. An issue is whether individual LGs have sufficient incentives in the first place to use these provisions to create joint LG entities to undertake regulatory functions and to do so in an efficient manner. 
Many joint LG entities established under these provisions tend to be mainly service providers. However, there are exceptions such as the Eastern Health Authority in South Australia (see box 5.5). 
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Regulatory efficiency can be improved by including express provisions in local government Acts:

· to permit joint local government activities to address regulatory efficiency objectives

· to enable a joint local government entity to be established to undertake regulatory functions in an efficient manner.

In addition, state and Northern Territory governments could provide administrative guidance to clarify the scope of the provisions, including that coordination and consolidation is relevant to more than just service delivery.
	Box 5.
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The South Australian Eastern Health Authority

	The Eastern Health Authority is formed as a regional subsidiary under the South Australian Local Government Act 1999. Its objective is to protect people’s health and wellbeing. 

The Authority provides a range of environmental health services to the community in the eastern and inner northern suburbs of Adelaide. These include the provision of immunisation services, surveillance of food safety, sanitation and disease control, and licensing of supported residential facilities. 

The Authority’s constituent LGs are the City of Burnside, Campbelltown City Council, the City of Norwood, Payneham and St Peters, the City of Prospect and Walkerville Council. It services a combined population of over 150 000. 

It ensures that its constituent LGs meet their legislative responsibilities, which relate to environmental health and that are mandated in the Public and Environmental Health Act 1987, Food Act 2001, and the Supported Residential Facilities Act 1992. 
The Authority is governed by a Board of Management comprising of two elected members from each constituent LG. It has a Charter which sets out its purpose, powers and functions, powers of delegation and other matters. The Board is responsible for ensuring the Authority acts according to its Charter. 

The Authority is funded by its constituent LGs. The contribution paid by a constituent LG is determined by a calculation based on the proportion of the Authority’s overall activities it uses. The contribution is paid in two equal half yearly instalments

	Source: Eastern Health Authority (nd).

	

	


Amalgamations and local laws
The local government Acts, apart from the Northern Territory, all have detailed provisions applying to the amalgamation of LGs into a new single LG. An issue regarding the Acts’ provisions applying to amalgamations is how they deal with the local government regulations of the constituent LGs. 
As noted above, many of the Acts grandfather or allow these regulations to continue until they are adopted or revised by the new LG. This can lead to a situation where a LG is administering two or more local environmental plans (say), rather than a single plan. Consequently, amalgamation can add to rather than reduce regulatory inefficiencies.
Applying sunsetting provisions to the pre-existing local laws of amalgamated local governments in Queensland, Victoria and Tasmania can improve regulatory efficiency and reduce the risk of amalgamation actually increasing regulatory duplication and inefficiencies.
Are there legal impediments?

As well as enabling LG coordination and consolidation, the relevant provisions in local government Acts could be unnecessarily onerous, thereby, impeding LGs from coordinating and consolidating in effective ways to address regulatory efficiency. For example, within the context of discussing shared service arrangements in New South Wales, Dollery and Kelly said:

Legal impediments are often obstacles, a point recognised in the Draft Destination 2036 Action Plan. For example, in the NSW local government system, local councils face substantial legal costs in establishing county councils, which has served to inhibit the formation of dedicated special purpose vehicles to deliver shared services and thereby may have prevented the formation of numerous shared service entities. The Local Government Act should thus be amended to minimize these impediments. (2012, p. 20)
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Legislative provisions that impede local governments from coordinating and consolidating in effective ways run contrary to leading practice.

Government assistance

As discussed above, government assistance provided in all jurisdictions to LG coordination and consolidation appears to be focused on achieving financial sustainability and/or enhancing infrastructure or service provision. 

Accordingly, it is not possible to provide an example of financial assistance being provided for LG coordination and consolidation to address regulatory inefficiencies. However, it is worth drawing attention to the Western Australian approach to providing assistance (box 5.4). Financial assistance provided under the Western Australian Local Government Structural Reform Program to LGs can strengthen the incentives of LGs to jointly explore coordination and consolidation arrangements that they might not otherwise do. If more targeted to addressing regulatory efficiency, this could amount to leading practice.

leading practice 5.4 
Suitable state government incentives and support to address regulatory efficiency improve the outcomes from local government coordination and consolidation.
When should an approach become mandatorily imposed by governments? 
It might transpire that, even with the addition of incentives of the kind described above, LGs might not voluntarily coordinate or consolidate, or if they do, might still not address regulatory efficiency objectives. In that case, there might be a case for state and Northern Territory governments to mandate an approach to ensure that community-wide concerns and benefits are addressed. This has occurred in some jurisdictions in relation to mutual recognition such as Victoria’s licensing arrangements applying to temporary food premises and related activities and Victoria’s approach to mandatory amalgamations in the early 1990s. 
It is necessary that LGs (and the communities they represent) are fully engaged were the state and Northern Territory governments to impose a mandatory approach to coordination and consolidation. Disenfranchisement of LGs and local communities could affect the ultimate success of the approach.

Is there one broad approach to LG coordination and consolidation to improve regulatory efficiency?

The choice of approach, whether it be amalgamation, resource sharing, mutual recognition, or another approach will depend on the circumstances confronting LGs. It may be that, for various reasons — historical precedent, local community attitudes, state government policy, LG priorities and concerns, and prevailing legislation — LGs find one approach to coordination and consolidation more attractive to implement than another. Consequently, it is not possible to say that one approach is superior in all circumstances. 

That said, the following are some general observations about specific approaches. 

Resource sharing

Resource sharing among LGs can address deficiencies in the capacity of individual LGs to discharge their functions, including regulatory functions. In particular, it can assist in removing delays, enhancing the skills development of LG staff and promoting knowledge dissemination. 
leading practice 5.5 
Resource sharing among local governments can address deficiencies in the capacity of individual local governments to discharge their regulatory functions. In particular, sharing staff resources provides individual local governments with access to additional skills and resources which is likely to assist in reducing the delays on business in obtaining local government approvals and permits.

Examples of this approach to leading practice include the sharing of resources to undertake environmental regulation and management between the City of Canning, the Shire of Collie and the Shire of Northam in Western Australia and the regional alliance of LGs operating under the Goulburn Broken Local Government Biodiversity Reference Group in Victoria (see chapter 11).
Mutual recognition

Mutual recognition has several advantages compared with alternative approaches. First, it can achieve consistency or harmonisation in LG regulation where agreement on uniform regulation is difficult. This is because businesses can choose with which LG to register or license, and this can induce other LGs to review their own regulation, thereby driving harmonisation. Second, it can reduce the compliance cost of businesses that operate in more than one LG area. And third, it can enable LGs with relatively weak regulatory capacity to rely on the registration or licensing decisions of LGs with stronger capacity. However, a risk with mutual recognition is that businesses might choose LGs that have ‘softer’ regulatory regimes than other LGs thereby leading to a race to the lowest possible standards. For this reason, VCEC (2010) suggested that a mutual recognition arrangement be implemented on a trial basis, in relation to the registration of food premises before extending it to other LG regulatory areas. 
Joint LG entities

Joint LG entities or some other regional coordinating body charged with carrying out regulatory functions on behalf of a number of LGs has the potential to target regulatory efficiency more effectively than overarching coordinating bodies such as ROCs and local government associations. 
· A specialised regulatory body is more likely than these other bodies to develop regulatory expertise and capacity. 
· Other coordinating bodies are often required to serve other objectives, which might take priority over regulatory efficiency objectives. 
An example of a joint LG entity carrying out regulatory functions on behalf of LGs is the South Australian Eastern Health Authority which provides for  its constituent LGs to meet their responsibilities under State environmental health and food legislation. 

Amalgamation
Amalgamation is not necessarily the best approach to targeting regulatory inefficiencies when compared with other coordination and consolidation approaches such as the establishment of a joint LG entity with regulatory functions, a joint project between LGs to address a regulatory problem, or a mutual recognition arrangement between LGs. 

· Amalgamation is motivated by a wider range of reasons than regulatory efficiency such as achieving the financial sustainability of LGs and improving the quality of services and infrastructure provided to the communities they represent. The criteria used to determine whether amalgamations should proceed or not are often couched in terms of ‘community of interest’, local community acceptance, financial impacts, as well as the population and geographic characteristics of LG areas. Applying these criteria does not necessarily result in better quality regulation by the new body.

· Although amalgamation can lead to an improved capacity in the new LG to make and administer good quality regulation, this is an incidental, rather than a primary, benefit of amalgamation in most cases. Also, unless sunset provisions apply to existing regulation, amalgamation runs the risk of increasing regulatory inefficiency. Consequently, larger LGs may not necessarily impose lower regulatory costs on business
Bearing in mind these observations, LG coordination and consolidation provides the opportunity to realise regulatory efficiencies.
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