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Local government diversity
Across and within jurisdictions, there is substantial diversity in the regulatory roles and functions of LGs. While this diversity can be attributed to differences in regulatory and governance frameworks between jurisdictions, it can also reflect other factors, including differences in LG geography, demography, financial capacity, and community needs and aspirations.

Using the Commission’s LG classifications developed in chapter 2, this appendix explores other aspects of LG diversity that can affect the efficiency and effectiveness of LG regulatory performance. The Commission has relied on data provided in 2011 by Department of Regional Australia, Regional Development and Local Government (DORA), now known as Department of Regional Australia, Local Governments, Arts and Sport (DRALGAS). 

As noted in chapter 2, the Commission is aware that some jurisdictions may prefer to use a different approach to classifying individual LGs and, in particular, that some jurisdictions may have an alternative definition to DORA for the metropolitan boundary of their capital cities (for example, as provided in their own capital city strategic land use plans). However, the Commission is satisfied that the data provided by DORA is robust and that any difference in approach between DORA’s classifications and the jurisdictions will not have a material effect on conclusions drawn in this study. 
Geographical distribution

The geographical distribution of LGs by LG classification in 2011 is shown in Figure D.1. In 2011, in all jurisdictions except Queensland and the Northern Territory, LGs were predominantly rural. In Queensland and the Northern Territory, LGs were predominantly remote. Victoria had the largest proportion of urban LGs, followed by New South Wales, and Queensland and Western Australia had the least. 
Victoria had the largest proportion of urban metropolitan councils. Neither Tasmania nor the Northern Territory had any urban metropolitan councils and Queensland had a low proportion. Unlike capital city LGs in other jurisdictions which were responsible only for central business districts, Hobart City Council and the City of Darwin were responsible for the entire metropolitan area. Brisbane City Council, which had the largest population of all LGs in Australia at over 1 million people (roughly equivalent to the combined populations of Tasmania, the Northern Territory and the Australian Capital Territory), was responsible for the vast majority of the metropolitan area. 
Tasmania had the largest proportion of urban fringe councils, closely followed by Victoria, and Queensland had the least. Neither Victoria nor Tasmania had any remote LGs.

Differences in distribution patterns by LG classifications can be explained by diversity in size of LG land areas within each LG classification. For example, the relatively small proportion of remote LGs in Western Australia was due to their substantial geographical size and the sparse pattern of settlement. Equally, the relatively low proportion of urban metropolitan LGs in Queensland was related to the large geographical area governed by the City of Brisbane. 

Figure D.

 SEQ Figure \* ARABIC 1
Jurisdictional composition of LGsa
By LG classification, 2011
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a Based on the Productivity Commission’s approach to classifying local government. Excludes data for Silverton Village (New South Wales), Tibooburra (New South Wales), Gerard (South Australia), Nipapanha (South Australia), and Yalata (South Australia).
Data sources: DORA classifications of LG (2011, unpublished); PC calculations. 
Land area

The distribution of LG land areas by LG classification in 2011 is provided in figure D.2. The unincorporated land areas in New South Wales, Victoria, South Australia, Tasmania and the Northern Territory are not included in the data because they are not governed by a LG. Unincorporated land in South Australia comprises a large proportion of overall land area in that jurisdiction.
Figure D.

 SEQ Figure \* ARABIC 2
Distribution of local government land area within jurisdictions 
By LG classificationa, 2011
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a Based on the Productivity Commission’s approach to classifying local government. Excludes data for Silverton Village (New South Wales), Tibooburra (New South Wales), Gerard (South Australia), Nipapanha (South Australia), and Yalata (South Australia).
Data sources: DORA classification of LG (2011, unpublished); ABS land area data (2010 unpublished); PC calculations.

In 2011, land areas of LGs varied substantially across, and within, jurisdictions. Across Australia, the median LG land area was 2339 km2. Median LG land areas were substantially larger in Queensland and the Northern Territory; and substantially smaller in Victoria, Tasmania and South Australia. The largest LG land area was the East Pilbara Shire in Western Australia, which extended over 370 000 km2 — over one and a half times the land area of Victoria; while the smallest was Peppermint Grove Shire, also in Western Australia, which covered just over 1 km2. 
For Queensland, Western Australia, South Australia and the Northern Territory, most land area was governed by a small number of remote LGs. In contrast, in New South Wales and Tasmania, most land area was governed by rural LGs. In Victoria, land area was fairly evenly split between rural and urban regional LGs.

Population and population density

In 2011, across Australia, the median population for LGs was 13 000 people. Median LG populations were substantially higher in Victoria and New South Wales; and substantially lower in Queensland and Western Australia. Victoria was the most densely populated state with a median population density across all LG classifications of 26 people per km2 and Western Australian was the least with a median LG population density of approximately 6 people per km2. Brisbane City Council in Queensland had the largest population with over a million people and Tibooburra in New South Wales had the smallest with only 57 people. 
The LG with the highest population density was Waverley Council in New South Wales which had 7508 people per km2. The LG with lowest population density was Maralinga Tjarutja in South Australia which had approximately 1 person per 1000km2. 
Figure D.3 provides median LG population densities by LG classification. In most jurisdictions, capital city LGs were, by far, the most densely populated. However, in Western Australia and South Australia, there was less of a distinction between the population densities of capital city and urban metropolitan LGs. Compared to most other jurisdictions, the urban regional and fringe LGs in the Northern Territory were more densely populated. Across all classifications, and as expected, the remote and rural LGs were the most sparsely populated. The Northern Territory had the most densely populated rural LGs with a median density of 5 people per km2; while Queensland had the most densely populated remote LGs with a median density of 1 person per km2. 

Figure D.3
LG population density within jurisdictions 
By LG classification, 2009‑10
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a Based on the Productivity Commission’s approach to classifying local government. Excludes data for Silverton Village (New South Wales), Tibooburra (New South Wales), Gerard (South Australia), Nipapanha (South Australia) and Yalata (South Australia).
Data sources: ABS (Regional Population Growth, Australia, 2009‑10, Cat. no. 3218.0); ABS land area data (2010 unpublished); DORA classification of LG (2011, unpublished); PC calculations.

Household income

To measure the diversity of household incomes across and within jurisdictions, the Commission has used ABS data for average wage and salary income (which excludes unincorporated business income; investment income; superannuation and annuity income; and government pensions and allowances). Based on this measure, in 2011, the median average LG household income for Australia was $39 555. Across the jurisdictions, it was highest for LGs in Western Australia at $41 869 and lowest for LGs in Tasmania at $37 387. The diversity of LG median average household incomes by LG classification in 2011 is shown in figure D.4. The LGs with highest and lowest average household incomes in each jurisdiction are identified (along with their LG classification) in table D.1. 

Compared to the other LG classifications, median average household incomes were generally higher for capital city and urban metropolitan LGs and lower for rural and remote LGs. Among capital city LGs, household incomes were highest in City of Perth at $57 277; and lowest in the Hobart City Council at $46 541. Compared to all other jurisdictions, Western Australia also had the highest median average household incomes for LGs classified as urban metropolitan, urban fringe and remote. Across most LG classifications, median average household incomes were generally lower in South Australia, Tasmania and the Northern Territory. Across all LG classifications, rural LGs in South Australia had the lowest median household incomes followed by rural LGs in Victoria. 

The range of household incomes across LGs was widest in New South Wales and narrowest in Tasmania. In each jurisdiction, the LG classifications for LGs with the lowest average household incomes were either rural or remote.  In contrast, the LG classifications for LGs with the highest average household incomes varied substantially. To a large extent, the variation in LG classifications for LGs with the highest average household incomes reflected the distribution of economic activity across Australia as a result of the mining boom. For example, in Queensland, Western Australia and South Australia, where mining activity was significant, LGs with the highest average household incomes were predominantly urban regional, rural or remote. In the other jurisdictions, LGs with highest average household incomes were predominantly urban metropolitan.
Figure D.4
LG median average household incomea 
By LG classification b, 2009‑10
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a Based on ABS data for average wage and salary income (excludes unincorporated business income; investment income; superannuation and annuity income; and government pensions and allowances).  b Based on the Productivity Commission’s approach to classifying local government. Excludes data for Silverton Village (New South Wales), Tibooburra (New South Wales), Gerard (South Australia), Nipapanha (South Australia), and Yalata (South Australia).
Data sources: ABS (Estimates of Personal Income for Small Areas, Time Series, 2003‑04 to 2008‑09, Cat. no. 6524.0); DORA classification of LG (2011, unpublished); PC calculations.
Table D.1
LGs with highest and lowest average household incomesa
2008‑09 

	
	Highest 
	
	Lowest 

	
	Name
	LG classificationb
	Average income ($)
	
	Name
	LG classificationb
	Average income ($)

	NSW
	Mosman Municipal Council
	Urban metropolitan
	105 954
	
	Guyra Shire Council
	Rural
	30 911

	Vic
	Bayside City Council
	Urban metropolitan
	65 568
	
	Yarriambiack Shire Council
	Rural
	30 035

	Qld
	Isaac Regional Council
	Urban regional
	71 093
	
	Woorabinda Aboriginal Shire Council
	Remote
	30 333

	WA
	Roebourne Shire
	Remote
	75 772
	
	Wickepin shire
	Rural
	27 586

	SA
	Roxby Downs
	Urban regional
	76 204
	
	Karoonda East Murray
	Rural
	28 796

	Tas
	West Coast Council
	Rural
	48 472
	
	Tasman Council
	Rural
	30 302

	NT
	Litchfield Council
	Rural
	50 437
	
	Tiwi Islands
	Remote
	29 645


a Based on ABS data for average wage and salary income (excludes unincorporated business income; investment income; superannuation and annuity income; and government pensions and allowances).  b Based on the Productivity Commission’s approach to classifying local government. Excludes data for Silverton Village (New South Wales), Tibooburra (New South Wales), Gerard (South Australia), Nipapanha (South Australia), and Yalata (South Australia).
Sources: ABS (Estimates of Personal Income for Small Areas, Time Series, 2003‑04 to 2008‑09, Cat. no. 6524.0); DORA classifications of LG (2011, unpublished); PC calculations.
Local government income and expenditure

In undertaking comparisons of LG fiscal conditions within jurisdictions, and across LG classifications, the Commission has been constrained by a lack of disaggregated financial data. Although LGs have a statutory obligation to publish financial information in their annual reports, the only state that has a central collection of  this data is New South Wales. Although disaggregated financial information has been requested as part of this study, due to concerns about its completeness and comparability (including from within the sector), the following analysis relies on ABS data which reports broad categories of revenue and expenditure for LGs aggregated across jurisdictions. For each jurisdiction, LG revenues and expenditures (in aggregate and per capita) in 2009‑10 are provided in table D.2. 
Table D.2
Local government income and expenditure 
2009‑10
	
	
	NSW
	Vic
	Qld 
	WA
	SA
	Tas 
	NT

	Income ($m)
	9 827
	7 067
	39 729
	3 070
	1 806
	686
	435

	 Income per capita ($)
	1 359
	1 274
	8 808
	1 339
	1 101
	1 351
	1 972

	Expenditure ($m)
	8 705
	5 886
	39 778
	2 677
	1 608
	628
	484

	 Expenditure per capita ($)
	1 204
	1 061
	8 819
	1 167
	980
	1 237
	2 194

	Net operating balance($m)
	1 121
	1121
	-49
	393
	198
	59
	-49

	Net Lending(+)/ Borrowing(-) ($m)
	-80
	-80
	-6 571
	-72
	-33
	-11
	-37


Sources: ABS (Government Finance Statistics, Australia, 2009‑10, Cat. no. 5512.0); PC calculations.

Except in Queensland and the Northern Territory, LGs in aggregate within jurisdictions had net operating surpluses. However, after taking into account net acquisitions of non-financial assets (including depreciation), they were all net borrowers. Queensland had substantially higher LG income and expenditure than any other jurisdiction, which, in part, could be attributed to the provision of water and sewerage and additional services by LGs in that jurisdiction. 

Sources of revenue
LGs have the capacity to raise their own revenue through the imposition of municipal rates and user charges (including fees for regulatory activities) and their investment activities. They also receive grants and subsidies from higher levels of government. 

Comparisons of LG revenue sources across jurisdictions are shown in Figure D.5. Due to a general lack of comparable disaggregated data across and within jurisdictions, the Commission has relied on ABS data which broadly defines LG income sources across five categories. Within these categories ‘taxation revenue’ refers only to revenue from municipal rates (ABS, pers. comm., 15 February 2012).; while revenue from ‘sales of goods and services’ is largely from user charges (including fees for regulatory services) (ABS, pers. comm., 5 October 2011). According to Figure D.5, except for Queensland, a majority of LG revenue was derived from its own sources rather than grants from higher levels of government. 

Figure D.5
LG revenue sourcesa across the jurisdictions

2009-10
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	Queensland
	Western Australia
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	South Australia
	Tasmania
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(Continued)
Figure D.5
(Continued)
	Northern Territory
	Australia
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a(Taxation revenue is predominantly municipal rates revenue; grants and subsidies includes funding from both the Commonwealth, state and/or territory governments. Sales of goods and services is predominantly user fees. Revenue from regulatory activities is included in sales of goods and services.

Data source: ABS (Government Finance Statistics, Australia, 2009‑10, Cat. no. 5512.0).

In all jurisdictions except Queensland and the Northern Territory, the largest proportion of LG revenue was raised through taxation revenue (that is, municipal rates). South Australia raised the highest proportion at 57 per cent, followed by Victoria at 45 per cent; while Northern Territory raised the least at 19 per cent. In contrast, New South Wales raised the highest proportion from sales of goods and services (predominantly user charges) at 31 per cent; while Queensland raised the least at 10 per cent. 
In Queensland and the Northern Territory, the largest source of revenue for LGs was from government grants and subsidies. Government grants and subsidies comprised 40 per cent of overall LG revenue in Queensland; and 26 per cent in the Northern Territory. The jurisdictions with the lowest proportion of revenue from government grants and subsidies were Victoria and Western Australia at 9 per cent. 
The ability of LGs to charge fees for regulatory activities is examined in subsequent chapters. Funding to LGs by the Australian, state and territory governments is discussed in chapter 2.
Types of expenditure

There is limited data on LG expenditure by function. In 2008, the Commission estimated LG expenditure per capita by function across the Australian Classification of Local Governments (PC 2008a). These estimates are provided in table D.3. 
Compared to urban LGs, rural and remote LGs had higher overall expenditure per capita, on average, across all functions. This may be attributed to their requirement to: maintain more kilometres of roads per capita; pay higher input costs; and provide a more extensive mix of services as they fill service gaps, which are more likely to be undertaken by higher levels of government or the private sector in urban areas. In addition, these LGs may have less ability to capture scale economies (PC 2008a). 

For all LG classifications, the function that received the highest proportion of LG expenditure was either ‘transport and communication’ or ‘housing and community amenities’. Rural and remote LGs spent proportionally more on transport and communication services; while urban LGs spent proportionally more on housing and community amenities. Compared to the other LG classifications, the proportion of expenditure by urban metropolitan LGs was substantially lower on transport and communications and substantially higher on recreation and culture. Capital city LGs spent proportionally more on public order and safety than LGs in the other classifications.  

Fiscal capacity

The fiscal capacity of a LG depends on its ability and willingness to raise revenue to pay for public services, including regulatory functions. It is related to a range of factors which include population density and demographics; natural endowments; and levels of economic activity.

Measuring LG fiscal capacity is complex and the Commission has not sought to do so as part of this study since many aspects are largely out of scope of the terms of reference (such as LGs’ ability and willingness to raise municipal rates). However, the Commission did estimate LG fiscal capacity based on the after tax income of local communities in 2008 (PC 2008a). 
These estimates showed: 
· capital city LGs had the highest fiscal capacity, principally attributed to high business incomes and comparatively small resident populations
· while some remote LGs also had high levels of fiscal capacity due to substantial business income from mining and petroleum activity in their area, there were others which had particularly low fiscal capacity including some indigenous LGs

· on average, urban LGs had intermediate levels of fiscal capacity with urban fringe councils having the lowest levels (PC 2008a). 
Table D.3
LG expenditure by function and classificationa,b 
2005‑06,
Median expenditure per capita 
	
	
	Local Government Classification (LGC) 

	Function
	
	Capital city
	Urban metro
	Urban fringe
	Urban regional
	Rural
	Remote

	Transport and communications
   Median expenditure per capita ($)
   (Per cent of total median LGC
   expenditure per capita)
	
$419

(18.9%)
	
$12

(2.3%)
	
$160

(23.6%)
	
$263

(26.4%)
	
$664

(41.7%)
	
$1 584

(34.1%)

	Housing and community amenities
   Median expenditure per capita ($)
   (Per cent of total median LGC
   expenditure per capita)
	
$590

(26.6%)
	
$150

(28.3%)
	
$183

(27.0%)
	
$259

(26.0%)
	
$295

(18.5%)
	
$761

(16.4%)

	General public services
   Median expenditure per capita ($)
   (Per cent of total median LGC   expenditure per capita)
	
$298

(13.5%)
	
$126

(23.8%)
	
$105

(15.5%)
	
$175

(17.5%)
	
$287

(18.0%)
	
$1 115

(24.0%)

	Recreation and culture
   Median expenditure per capita ($)
   (Per cent of total median LGC
   expenditure per capita)
	
$409

(18.5%)
	
$148

(27.9%)
	
$132

(19.5%)
	
$157

(15.7%)
	
$172

(10.8%)
	
$289

 (6.2%)

	Health
   Median expenditure per capita ($)
   (Per cent of total median LGC
   expenditure per capita)
	
$20

 (0.9%)
	
$8

 (1.5%)
	
$9

 (1.3%)
	
$11

 (1.1%)
	
$26

 (1.6%)
	
$258

 (5.6%)

	Social security and welfare
   Median expenditure per capita ($)
   (Per cent of total median LGC
   expenditure per capita)
	
$50

 (2.3%)
	
$38

 (7.2%)
	
$24

 (3.5%)
	
$30

 (3.0%)
	
$21

 (1.3%)
	
$195

 (4.2%)

	Education
   Median expenditure per capita ($)
   (Per cent of total median LGC
   expenditure per capita)
	
$10

 (0.5%)
	
$3

 (0.6%)
	
$9

 (1.3%)
	
$3

 (0.3%)
	
$5

 (0.3%)
	
$65

 (1.4%)

	Public order and safety
   Median expenditure per capita ($)
   (Per cent of total median LGC
   expenditure per capita)
	
$14

 (14%)
	
$14

 (2.6%)
	
$16

 (2.4%)
	
$17

 (1.7%)
	
$17

 (1.1%)
	
$32

 (0.7%)

	Otherc 
   Median expenditure per capita ($)
   (Per cent of total median LGC
   expenditure per capita)
	
$405

(18.3%)
	
$31

 (5.8%)
	
$40

 (5.9%)
	
$83

 (8.3%)
	
$105

 (6.6%)
	
341

 (7.3%)

	Total
   Median expenditure per capita ($)
	
$2 215
	
$530
	
$678
	
$998
	
$1 592
	
$4 640


a Based on 7 observations for capital city, 86 observations for urban metropolitan, 107 observations for urban regional, 50 observations for urban fringe, 299 observations for rural, and 75 observations for remote councils. b Estimates may differ from ABS or other published sources. c Other includes expenditures not classified elsewhere, including fuel and energy, agriculture, forestry and mining.
Source: PC (2008a); PC calculations.
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