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Summary analysis of Information Requests within the methodology paper
For the most part, the LGA will be guided by comments from member councils. Where the LGA Secretariat does have comment on the proposed
methodology, this is included below.

Approach to comparative analysis
The terms of reference for the inquiry require the Commission to analyse information on local government costs and the key drivers of these costs, as well
as to develop and analyse measures of local government efficiency and productivity. 1
The Commission is seeking information
and views on:
3.1

Is the Australian Classification of Local
Governments an appropriate way to
group similar councils for comparison?
Is there a better approach?

LGA Secretariat comments

Council comments

The proposed ACLG groupings, and aggregation levels, are identical to
those used by the LGA in charts located in the LGA’s annual Financial
Indicators Report.
While the LGA agree with ACLG groupings in favour of any other
approach, we question whether the proposed aggregation to four
groupings only is appropriate.
For clarity, ‘capital’ should be updated to refer to ‘capital city’.

The classification of each Council under the
Australian Classification of Local Governments
(ACLG) is provided as Appendix 1. Based on
the Commission’s suggested approach,
Gawler will be included with 21 other Councils
(being predominantly Adelaide’s metropolitan
Councils) in the Urban (including capital,
development and fringe) category.
As acknowledged in the Paper, it is inherently
difficult to compare Councils, given each
Council has distinct and diverse
characteristics.
Utilisation of the ACLG is deemed appropriate,
however it is the Commission’s proposed
groupings within the ACLG that could be
questioned.
The Administration agrees with the proposed
rural Council groupings between Small-Medium
(20 Councils in total) and Large-Very Large (18
Councils in total).

1
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However, the Administration proposes the
following alternate groupings relative to Urban
Councils:
• Urban Fringe (Small-Medium) & all
Urban Regional Councils (total 13
Councils, including Gawler)
• Urban Fringe (Large-Very Large) and
Urban Metropolitan (total 17 Councils)
The proposed Urban Council groupings by the
Commission split the 30 urban Councils into two
groups of 22 and 8. The Administration’s
alternate Urban Council groupings results in
more comparable group sizes between the two
and effectively combines all metropolitan
Councils into one group.

3.2
3.3

Is the proposed ten-year timeframe to
analyse costs and efficiency
appropriate?
Are there any other sources of data
that would help the Commission?

The proposed ten-year timeframe aligns with the timeframe currently
used by council’s to guide their Long Term Financial Plans and may be
considered appropriate.
A copy of the LGA’s environmental scan of research/data relating to
financial management and cost pressures in South Australian councils
previously provided to the Commission can be found at Appendix 2.

In this scenario, Gawler would be grouped with
Adelaide Hills, Alexandrina, Barossa, Coober
Pedy, Mt. Barker, Mt. Gambier, Murray Bridge,
Port Augusta, Port Lincoln, Roxby Downs,
Victor Harbor and Whyalla.
The Administration is of the view a ten year
timeframe should be the maximum utilised.
The Administration is of the view that utilisation
of the data held by the SA Local Government
Grants Commission, being a reputable and
long-established independent body with
extensive Local Government knowledge, is
appropriate.
Further, the annual data provided to the Grants
Commission by each Council is reconciled with
each Council’s financial statements for
accuracy, thereby enhancing the integrity and
reliability of the data.
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Analysing council costs
The Commission has been asked to conduct an analysis of local government costs and the key drivers of these costs.
To enable comparisons between councils and over time, some consideration will need to be given to the most appropriate way to treat the data. Some options
for presenting and analysing cost data include:
•
•
•

analysing costs as total costs, unit costs or proportions of total costs;
deflating time-series data by an appropriate deflator to enable comparisons across time; and
comparing costs across all councils or only similar councils. 2

The Commission is seeking information
and views on:

2
3

LGA Secretariat comments

4.1

What are the key determinants or
drivers of council costs and how have
councils’ costs changed over time?

Possible drivers may include:
• changes to scope of services
• changes in the environment in which councils operate
• new legislated responsibilities
• ratepayer preferences/expectations
• price increases (outside of councils’ control)
• thin markets (particularly in regional areas)

4.2

What is the best approach to defining
and measuring costs for comparisons
across councils or through time?

Reported expenditures from the SALGGC 3 as total expenditure
and expenditure by function may potentially be an appropriate
measure.

4.3

What is the most appropriate measure
of capital expenditure?

Depreciation may potentially be an appropriate treatment of
‘capital’ – particularly as there have been major distortions in
councils’ capital expenditure stemming from ‘one-off’ Federal
and State Government grant programs over the proposed tenyear period.

Council comments
Consistent with the Statement of Comprehensive Income,
and as noted in the Paper, the key determinants of a
Council’s costs are Employee Costs, Contracts &
Materials, Finance Costs and Depreciation. The level of
such costs are predominantly influenced by the range of
services provided and the service level of each service
provided. Council’s existing services are classified as
either Legislative, Regulatory, Core or Non-Core services
within its Service Range Policy.
Consistent with the view of Drew, Kortt and Dollery
(2015) referenced in the Paper, the Administration is of
the view that Finance (interest) costs should be excluded
from total costs used for an efficiency estimation, on the
basis that they are invariably costs incurred from previous
capital funding decisions, and also noting that the value
of capital works programs (which directly impact the level
of future finance costs) can be lumpy in nature.
Given the very broad potential number of depreciation
methods available, as outlined in the Paper, the
Administration is of the view that depreciation is not an
appropriate measure of capital expenditure. To remove
the distortion caused by the lumpy nature of capital
expenditure, the Administration is of the view that
average capital expenditure over a certain years’ period

https://www.sapc.sa.gov.au/inquiries/inquiries/local-government-inquiry/methodology-paper - Page 11
South Australian Local Government Grants Commission (SALGGC) - https://www.dpti.sa.gov.au/local_govt/LGGC

LGA of SA

ECM 680496

Productivity Commission Methodology Paper - Issues Paper

Page 3 of 19

4.4

What measures of council service
quality are available?

CPI 4 may be an appropriate choice for a cost deflator. Other
options are LGPI 5 or WPI 6.
Possible examples may include:
• regular community surveys
• service reviews
• continuous improvement programs.

is an appropriate measure of capital expenditure (e.g. a
three year average).
Meaningful and readily measureable elements in
determining the efficiency and quality of a Council service
are per direct output, per rateable property, and per capita.

How to estimate local government efficiency
The Commission is required to develop and analyse measures of local government efficiency and productivity.
Productivity is simply defined as the ratio of the outputs that an organisation produces to the inputs that it uses.
Efficiency refers to the relationship between the quantity of inputs used and outputs produced.
An organisation is efficient if it produces the largest possible output from a given set of inputs or if it uses the least possible quantity of inputs to produce a
given level of output. 7
The Commission is seeking information
and views on:
5.1

What is the experience of South
Australian councils in measuring and
monitoring efficiency?

LGA Secretariat comments
The LGA has commissioned advice on the technical terms in
the paper; this can be found at Appendix 3.
The experience of SA councils in measuring and monitoring
efficiency varies across the State, however as a minimum, SA
councils are required to:
• develop a Strategic Management Plan (including at a
minimum a Long Term Financial Plan and Asset
Management Plan for a period of at least ten years)
• develop an Annual Business Plan and Budget which
outlines amongst other things:
(i) the council's objectives for the financial year; and
(ii) the activities that the council intends to undertake to
achieve those objectives; and
(iii) the measures (financial and non-financial) that the
council intends to use to assess the performance of the
council against its objectives over the financial year

Council comments
The non-financial indicators reported to Council on a
quarterly basis invariably measure and monitor the
direct output performance of a service (e.g. number of
property searches processed, number of registered
dogs, number of expiations issued, number of Library
loans, etc.), which are effectively workload trend data,
as distinct from the efficiency of a service (i.e. the
relationship between the quantity of inputs used and
outputs produced).
More recently, Town of Gawler and other Councils
have been involved in State/National based
benchmarking initiatives, which will drive sector
comparisons, improved measurement and
performance monitoring.

4

Consumer Price Index (CPI) - https://www.abs.gov.au/ausstats/abs@.nsf/mf/6401.0
Local Government Price Index (LGPI) - https://www.adelaide.edu.au/saces/economy/lgpi/
Wage Price Index (WPI) - https://www.abs.gov.au/ausstats/abs@.nsf/mf/6345.0
7
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• prepare an Annual Report which outlines amongst other
things:
(a) the council's performance in implementing its strategic
management plans during the relevant financial year, and
the council's projections and targets under its plans for the
next financial year;
(ab) the council's performance against its annual business
plan for the relevant financial year;
(b) the extent to which activities of the council have been
subjected to competitive tender or other measures to ensure
services are delivered cost-effectively, and the extent (if
any) to which the council has pursued policies for
purchasing local goods and services;
Possible other examples may include:
• audits/audit committees
• community surveys
• service reviews
• continuous improvement programs
• network groups (via sharing of info).

5.2

LGA of SA

Are there any examples of efficiency
monitoring programs in other
jurisdictions?

ECM 680496

In addition, the LGA prepares an annual ‘Financial Indicators
Report’ which provides an analysis of the financial sustainability
of the sector via an analysis of the most recent SA Local
Government Grants Commission Database Reports (2016-17).
This report highlights the very sound financial performance and
position of the local government sector as a whole. The
evidence shows that South Australian local government is living
within its means, has a very low level of indebtedness, and
generally is managing its assets satisfactorily.
The LGA is conducting research into other jurisdictions.

Productivity Commission Methodology Paper - Issues Paper

Council has recently participated in the Local
Government Performance Excellence
Program
(LGPEP), which compares performance against
approximately 150 other Councils.
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5.3

Have these efficiency monitoring
programs resulted in improved council
efficiency?

Possible examples may include:
• strategic alliances between neighbouring councils
• shared services
• service reviews
• continuous improvement programs
• LGA Financial Sustainability Program
• model financial statements - help councils comply with
Australian Accounting Standards and have considerably
improved the reliability, consistency, comparability and
understanding of publicly available information on council
finances
• model rates notice template - help councils comply with
legislation
• LGR&D scheme projects.

5.4

Is there value in estimating servicespecific efficiency of councils?

Councils also gain benefit from membership of the LGA in two
ways:
• savings - where councils are able to spend less on services
due to their membership; and
• contributions - where councils receive funding due to the
work of the LGA.
Due to the differences in service levels between councils (and
also potentially in the way a council financially accounts for that
service) it may be difficult to get to a point where servicespecific metrics are directly comparable.
There is also a risk that councils operating in thin markets
(more likely in regional areas) which need to pay more to
procure certain services could be viewed as ‘inefficient’ when
compared to others.

5.5

What services are most appropriate to
estimate council efficiency?

According to SALGGC 2016-17 data, the four largest expense
categories for South Australian councils were transport,

LGA of SA
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The Administration will be able to better analyse
Council’s performance within the LGPEP, and
potentially drive improved Council efficiency, once two
years’ worth of data from the LGPEP is available,
which will only occur on completion of the 2018/19
survey return.
Nonetheless, the Administration is starting to use this
data to review and refine resource allocations and
improved service delivery.

The Administration is of the view that there is a value
in estimating service-specific efficiencies of Councils,
however it is important to recognise that different
service levels and service standards can exist between
Councils (particularly relative to high cost services
such as Roads and Recreation). In contrast, Waste
Management is invariably an easy service to measure
and compare efficiency, as the service standard (i.e.
size of bin), service level (e.g. weekly for household
waste bins), and nature of service (i.e. contracted) are
often consistent across Councils. In comparing costs
of a service across Councils’, consideration would
need to be given to the different cost drivers and
methodologies that may exist relative to indirect costs
attributed to a Service (noting that indirect costs of a
Service need to be attributed within the financial data
provided to the SA Local Government Grants
Commission on an annual basis).
Services that are most appropriate to estimate Council
efficiency, in comparison to other Councils’, are
Page 6 of 19

recreation, waste management and other environment.
Therefore, these four service areas may be an appropriate
estimate of council efficiency.

5.6

How do councils monitor their
efficiency over time?

Possible examples may include:
• regular community surveys
• long term financial plans
• budget reviews
• community consultations
• service review programs
• benchmarking.

5.7

Are there any examples or case
studies of councils benchmarking their
costs and efficiency against other
councils?

Many councils use benchmarking to inform their annual and
long-term budgeting and planning. Some councils undertake
their own benchmarking studies, others participate in programs
such as the LG Professionals Business Excellence Framework.

services where there is invariably a high level of
consistency between the nature, level, and standard of
a service (e.g. Waste Management, Library).
However, where and as possible all of Council’s
services should be able to be measured and
comparisons made.
Currently, the Administration prepares an annual
Comparative Data Report (which measures and
compares Council’s overall financial position /
performance with similar Councils) and quarterly nonfinancial indicators (which predominantly measures
various service outputs as workload trends). Whilst
both of these data sets provide useful information,
neither of them effectively measure the efficiency of
the Council over time. It is envisaged that Council’s
participation in the LGPEP will provide tangible
opportunities for Council to better monitor various
operational and service efficiencies over time.
Council’s participation in the LGPEP.

Understanding factors that influence efficiency of councils
The Terms of Reference for the inquiry require the Commission to identify and analyse key local government costs and cost drivers. Council performance
may be influenced by factors outside their control, including socio-economic and demographic characteristics of council areas, their geographic location,
and operating and policy environments. 8
The Commission is seeking information
and views on:
6.1

8
9

Are the factors used in previous
studies likely to influence local
government efficiency in South
Australia?

LGA Secretariat comments
Factors 9 proposed by the Commission include:
• population/population density;

Council comments
The factors applied in previous studies should be used
as part of a wide-ranging basis and investigation /
analysis on which to inform future local government
efficiency
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• socio-economic and demographic characteristics (such as
proportion of NESB population, proportion of ATSI
population; proportion of population over 65);
• labour market characteristics (such as unemployment rates;
median wage);
• geographic/location characteristics; council characteristics
(such as size; output mix).

6.2

Are there any additional factors that
could affect the costs and efficiency of
South Australian councils?

Growth areas – may require councils to increase service levels
and/or introduce additional services, may also speed up
consumption of assets.
Ageing populations – Aged care is not a ‘core’ service of local
government however demand is growing in a context of
reducing external funding and a focus of Commonwealth aged
care funding reforms towards ‘functional’ improvement at the
expense of ‘social connectivity’.
Labour market adjustments (ie. large scale redundancies such
as the closure of Mitsubishi or Holden) – may require additional
investment from councils in economic development/urban
design/place-making activities.
Councils operating in thin markets (more likely in regional
areas) - may need to pay more to procure certain services or
may need to enter the market as service deliverer.
Possible additional factors may include:
(+ve)
• advancements in technology/products – could reduce costs
and improve efficiency
• improved relationship with State/Federal government –
Local Government is provided with an early seat at the table
on matters which may affect its operations and which allows
councils to appropriately plan to accommodate changes
and/or aggregate projects to achieve better outcomes for
the community.
(-ve)
• cost shifting – additional responsibilities are transferred to
local government without associated increase in funding.

LGA of SA
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Cost shifting from other tiers of Government and
increased legislative compliance measures, which act
as an impediment to improved efficiency, examples of
which include:
• State Government Solid Waste Levy – the per
tonne levy has nearly doubled in the last five
years (from $52 to $100 per tonne), and the
State Government 2019/20 Budget has just
announced a further increase from 1 July 2019
to $110, followed by a further increase to $140
from 1 January 2020.
• Collection of State Government NRM levy,
with the small fee that Councils are able to
claim for providing the service not covering
administrative costs in collecting the levy.
• Regulated fees set by State Government not
covering the costs incurred by Council in
undertaking associated services
Page 8 of 19

6.3

What are the key internal and external
factors that have impacted councils
estimated efficiency over the last ten
years?

Possible internal factors may include:
(+ve)
• service improvement reviews/programs
• industrial relations – focus on staff development/training
creates efficiencies/improves productivity
• properly accounting for and maintaining important
infrastructure.
(-ve)
• industrial relations - staff turnover/competition in labour
market
• technology advancing faster than internal systems can
accommodate
• properly accounting for and maintaining important
infrastructure.
Possible external factors may include:
(+ve)
• advancements in technology/products which reduced costs
and improve efficiency
• improved relationship/coordination with State/Federal
government creates efficiencies/improves productivity.

Examples of key external factors include rapid
population growth, timing/quantum of annual rainfall
(affecting Recreation services costs and efficiency),
additional administrative tasks as a result of legislative
changes, cost shifting from the State Government, and
changes in interpretations of Accounting Standards
(e.g. which has impacted on reported depreciation
expense).
The organisational restructure of 2013, and the
enhanced use of technology across the organisation,
has facilitated efficiencies in recent years.
Council has also had an ongoing focus on analysing
and reviewing existing processes and procedures,
towards identifying opportunities for cost savings,
efficiency and process improvements. The outcomes
of such investigations are reported to Council via the
Audit Committee on an annual basis.

(-ve)
• increase in supplier costs
• increased number of force majeure events (bushfires,
floods)
• shift in demographics (causing significant increase/decrease
in demand for services/assets)
• skills shortage in region
• change in economic contributor to region (major
redundancy, industry/market failure in region)
• cost shifting – Community Housing Transfers (mandatory
rebate), Waste Levy, NRM Levy
• the impact of falling government grants
• change to regulations and/or legislation that negatively
impact on council operations (i.e. China Sword)
• limits on other revenue sources including user pays fees
• climate change
• change in ratepayer expectations
LGA of SA
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6.4

What are the key internal and external
factors which councils expect to impact
their efficiency going forward?

• communities choosing more and better services.
• As above.

Population growth, various legislative changes,
utilisation of digital technology, ongoing internal focus
on Efficiency & Effectiveness, cost shifting from the
State Government, and Council’s participation in the
LGPEP.
A very current external example is the continuation of
large increases in the State Government Solid Waste
Levy, announced as part of the State Government
2019/20 Budget.
In 2014/15, the levy was $52 per tonne. It has since
nearly doubled to $100 (2018/19) within four years,
with the State Budget now announcing a further
increase to $110 (from 1 July 2019) and then $140
(from 1 January 2020).

6.5

10

What decision-making processes do
councils use to determine the scope of
services they provide and how these
services are provided?

Possible examples may include:
• community consultation on Strategic Management Plans
(ABP, LTFP, IAMP, etc)
• community surveys
• open council meetings
• policy and/or procedure for the provision of a service by the
council or for the improvement of a service provided by the
council 10.

Prior to this announcement, Council had consulted to
its community, as part of the 2019/20 draft budget
consultation, that there would be no estimated
increase in the Waste Management Service Charge
applied to ratepayers. As a result of the State Budget
decision, it is estimated that ratepayers will now incur
an increase in the order of 7% in their Waste
Management Charge.
Council’s long-term financial sustainability, Community
Plan, Annual Budget / Business Plan, customer
demand / community consultation, overall capacity to
increase General Rate revenue, Council’s Service
Range Policy, and associated Service Level Policies
for various Services.

Under s270 of the Local Government Act 1999 (https://www.legislation.sa.gov.au/LZ/C/A/Local%20Government%20Act%201999.aspx)
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Options for improved council performance
The Commission has also been asked to provide advice and recommendations on options for both councils and the South Australian Government to
improve efficiency, lower costs and enhance local government financial accountability.
Strengthened financial accountability, through, for example increased transparency or enhanced governance arrangements, could be expected to contribute
to improvements in efficiency. The Commission is interested in hearing stakeholder views on what enhancements in financial accountability could assist
councils to realise efficiency gains. 11
The Commission is interested to hear from councils that have introduced improvement initiatives, and the impact of these initiatives on council
performance. 12
The Commission is seeking information
and views on:
7.1

What are councils’ experiences with
recent reforms in policy, governance
and management?

LGA Secretariat comments
Local government should be provided with an early seat at
table when there are proposed changes which will impact on
councils.
In recent years this hasn’t always occurred, this has impacted
on council’s ability to respond appropriately and/or required
costly adjustments in systems and processes.
Local government considers that councils should not be subject
to excessive accountability and transparency standards that do
not apply to all tiers of government.
Recent examples may include:
• Commonwealth aged care funding reforms - The major
impact on local government in recent years has been the
anticipated move to integrate the Commonwealth Home
Support Programme (CHSP) and the Home Care Packages
program into a single care at home program. Local
government has traditionally been block funded to provide
services and the proposed change to individualised funding
may affect the viability of council services funded by these
programs. The recent Federal Budget included an
announcement to extend the Commonwealth Home Support

11
12

Council comments
Reforms in policy, governance and management from
external factors have invariably only led to increased
compliance costs, with no tangible evidence to suggest
reduced costs or increased efficiencies. Internal
factors, such as widespread improved use of digital
technology across the organisation, has facilitated
efficiencies and improved service delivery.
Council also undertook an organisational restructure in
2013, followed more recently by organisational reviews
within Planning & Development, Regulatory Services,
Engineering, and Depot operations, which have
collectively better aligned resources with business
outcomes.
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7.2

What actions/reforms have council
initiated to improve efficiency or reduce
costs?

Program (CHSP) for two years from 2020/21. This is now
the third extension to this program. The continual insecurity
around the future of this funding has had a negative impact
on long term program planning, staffing, moral and service
capabilities
• community housing transfers - if councils were notified in
advance of planned Community Housing transfers and
upgrades this would enable associated infrastructure works
(road reseals, stormwater upgrades, and waste
management routes) to be planned and/or accommodated
appropriately within Infrastructure and Asset Management
Plans and Long Term Financial Plans
• PDI Act - Local government acknowledges its statutory role
in planning and shall continue contributing an equitable
amount to improvements in governance related to planning,
while lobbying the State Government to ensure that costs of
the e-Planning solution and the SA Planning Portal are not
shifted inequitably onto councils
• DACO
• conflict of interest
• informal gathering
• boundary reform
• litter and nuisance.
In response to the Independent Inquiry into Financial
Sustainability of Local Government in 2005 13, the LGA, with the
support of Councils, subsequently embarked on a
comprehensive Financial Sustainability Program to implement
the Inquiry's recommendations and support improved Council
performance.
Over the last decade, Local Government net debt in South
Australia has decreased by 48% 14 suggesting that Councils
recognise that maintaining debt to a reasonable level is
important in ensuring the long term financial sustainability of
their local regions.
Possible examples may include:
• continuous improvement programs
• shared services

13

Rising To The Challenge Towards Financially Sustainable Local Government in South Australia – Financial Sustainability Review Board 2005

14

Source: 5512.0 - Government Finance Statistics, Australia, 2016-17
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Council management continues to drive cost savings
and operational efficiencies across the organisation,
the outcomes of which are reported to Council on an
annual basis. Council has also agreed to participate
within the LGPEP, with Council’s first year participation
results being from the 2017/18 financial year. Council
is also a member of the Barossa Regional
Procurement Group (BRPG) which has delivered cost
savings as a result of procurement of various services
being undertaken on a regional basis. Council is also
facilitating improved service delivery efficiencies by
enhanced use of digital technology across the
organisation.
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7.3
7.4

7.5

15
16

What reforms in other jurisdictions
successfully resulted in improved
council efficiency?
How can financial accountability in the
local government sector be enhanced?

Are there examples of actions initiated
by councils to increase efficiency?
What has worked and what has not
worked?

• alliance/group procurement (aggregation between
neighbouring councils)
• LGA Procurement Panels
• LGA Mutual Liability Scheme
• Financial Sustainability Program
• model financial statements
• model rates notice template
• LGR&D Scheme projects.
The LGA is conducting research into other jurisdictions.

Council’s organisational restructure of 2013, and
subsequent internal reviews, as noted in 7.1 above,
has also delivered cost savings and efficiencies.

Local government acknowledges its statutory obligation to be
sustainable and that this can only be achieved through
attainment and maintenance of financial sustainability. Councils
shall continue to proactively improve its practices, while
complying with legislative and regulatory requirements for
governance and reporting.

With myriad financial accountability measures already
in place, Local Government is the most financially
accountable tier of Government.

The LGA has previously outlined a plan for sensible change 15
which includes:
• sector wide benchmarking program
• strengthening the Council Members Code of Conduct
• best practice audit committees
• standardising external audits
• introduce a revenue policy
• diversifying local government revenue
• best practice service reviews
• supporting new boundary reform processes
• industry-wide industrial relations framework
• review representation reviews
• local government elections reform.
South Australian councils have undertaken self-imposed steps
to improve their efficiency over recent years without needing
heavy-handed regulatory intervention.
A report 16 prepared by Professor Brian Dollery (the Dollery
report) calculated expenditure per household (as a proxy for
council efficiency) and found that the expenditure per capita of

-

Examples of financial accountability measures include
the establishment of Audit Committees, legislative
financial reporting requirements, consultations on draft
Budget / Business Plans, Budget / Business Plan
summary provided with annual Rate notices in July,
financial performance indicators (and associated
performance targets), benchmarking, etc.
Since 2009, Council has benchmarked its overall
financial performance / position with comparable
Councils on an annual basis. It is now also
participating in the LGPEP, which compares a wide
range of data analytics with other State/National
Councils’ participating in the program.

Participation in the BRPG, utilisation of digital
technology, participation in the LGPEP, ongoing
Management focus to identify cost savings and review
processes and procedures to facilitate efficiencies in
delivery of services.

https://www.lga.sa.gov.au/localgovernmentreform
An Empirical Assessment of the Impact of Rate-Pegging on South Australian Local Government

LGA of SA
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SA councils fell between 2013 and 2016 - indicating an
increase in efficiency for these councils on average.
Possible examples may include:
(+ve)
• continuous improvement programs
• shared services
• alliance/group procurement (aggregation between
neighbouring councils)
• LGA Procurement Panels
• LGA Mutual Liability Scheme
• Financial Sustainability Program
• LGR&D Scheme
• LGR&D Scheme projects.
(-ve)
• there is evidence from interstate that Rate Capping/Pegging
has not worked, the Dollery report found that average
expenditure per household was higher in NSW (where rate
capping has been in place for a number of decades)
suggesting that rate-capping has not created superior
performance in terms of the efficiency of NSW councils.
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Appendix 1 – List of SA Councils by ACLG classification
UCC=Capital City; UDS-UDV = Metropolitan (Small to Very Large); URS-URV = Regional (Small to Very Large);
UFS-UFV = Fringe (Small to Very Large); RAS-RAV = Rural (Small to Very Large)
Adelaide
Adelaide Hills
Adelaide Plains
Alexandrina
Barossa
Barunga West
Berri Barmera
Burnside
Campbelltown
Ceduna
Charles Sturt
Clare & Gilbert Valleys
Cleve
Coober Pedy
Coorong
Copper Coast
Elliston
Flinders Ranges
Franklin Harbour
Gawler
Goyder
Grant
Holdfast Bay
Kangaroo Island
Karoonda East Murray
Kimba
Kingston
Light
Lower Eyre Peninsula
Loxton Waikerie
Marion
Mid Murray
Mitcham
Mount Barker
Mount Gambier
Mount Remarkable
Murray Bridge
Naracoorte Lucindale
Northern Areas
Norwood, Payneham & St
Peters
Onkaparinga
Orroroo Carrieton
Peterborough
Playford
Port Adelaide Enfield
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UCC
UFM
RAL
UFS
UFS
RAM
RAV
UDM
UDM
RAM
UDL
RAL
RAS
URS
RAL
RAV
RAS
RAS
RAS
UFS
RAM
RAL
UDM
RAM
RAS
RAS
RAM
RAV
RAL
RAV
UDL
RAL
UDM
URM
URS
RAM
URS
RAL
RAM

Port Augusta
Port Lincoln
Port Pirie
Prospect
Renmark Paringa
Robe
Roxby Downs
Salisbury
Southern Mallee
Streaky Bay
Tatiara
Tea Tree Gully
Tumby Bay
Unley
Victor Harbor
Wakefield
Walkerville
Wattle Range
West Torrens
Whyalla
Wudinna
Yankalilla
Yorke Peninsula

URS
URS
RAV
UDS
RAL
RAS
URS
UDV
RAM
RAM
RAL
UDL
RAM
UDM
URS
RAL
UDS
RAV
UDM
URS
RAS
RAL
RAV

UDM
UFV
RAS
RAS
UFL
UDV
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Appendix 2 – Environmental scan of research/data relating
to financial management and cost pressures in South
Australian councils
Local Government Grants Commission
https://dpti.sa.gov.au/local_govt/LGGC
The main function of the South Australian Local Government Grants Commission (the Commission) is
to make recommendations to the Minister for Local Government on the distribution of untied
Commonwealth Financial Assistance Grants (FAGs) to councils in South Australia.
The Commission collects data from South Australian councils via an annual General Information Return
(GIR). This data is used in the calculation of FAGs to councils and in the provision of reports to councils
and other organisations seeking information on the activities of councils.
The Commission’s Database Reports contain information including data from annual financial
statements and supplements to those statements dating back to 1995-96. Other data maintained by the
Commission includes:
• Development Application Data;
• Rates information;
• Waste Management Data;
• Estimated Resident Population;
• Environmental Management Data;
• Council Area Data;
• Subsidiary Data; and other data
• Valuation Data;
collected from Commonwealth and State
• Council Employee Data;
Government agencies.
• Road Length Data;
• Health Inspection Data;
Data collected by the Commission in a Supplementary Return is reconciled with Audited Financial
Statements for accuracy. Data provided in the General Information Return is checked against the
previous year’s data for variations before being loaded into the Commission’s database and reconciled
for accuracy.
Among other considerations, the Commission refer to two indices within their methodology for
distributing grants:
SEIFA Index
The Socio-Economic Index’s for Areas. This index is published by the Australian Bureau of Statistics
and is used by the Commission to make adjustments to its revenue component assessment based on
its residents capacity to pay.
Cost Relativity Index
Cost Relativity Indices (CRIs) are a measure of a council’s relative advantage or disadvantage as
compared to other councils providing similar services or functions. They measure the degree to which a
council’s costs for each function might be expected to exceed (or be less) than the average or standard
cost because of factors outside the council’s control. This recognises that there may be other factors
beyond a council’s control which require it to spend more (or less) per unit of measure than the State
average.
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Local Government Price Index
https://www.adelaide.edu.au/saces/economy/lgpi/
The LGASA engages the University of Adelaide’s South Australian Centre for Economic Studies to
develop the Local Government Price Index (LGPI) as an independent and reliable measure of price
movements faced by local government in South Australia.
The LGPI measures price movements faced by South Australian councils in respect of their purchases
of goods and services.
As the mix of goods and services purchased by councils is quite different from that typically consumed
by households, overall price movements faced councils may differ markedly from those faced by
households. Overall price movements indicated by the Consumer Price Index (CPI) - which measures
changes in the price of a 'basket' of goods and services which account for a high proportion of
expenditure by metropolitan households - may therefore not accurately reflect price movements faced
by Local Councils.
In technical terms, the LGPI is a chained Laspeyres price index which represents an arithmetic average
of the pure price change of items based on expenditure patterns on the Previous Year. Annual council
expenditure data provided by the Local Government Grants Commission (LGGC) is used to produce
expenditure weights. These weights are then combined with select ABS price indexes (i.e. select
Consumer Price Indexes and Producer Price Indexes for Adelaide and Australia) to determine the
indexes contribution to a total recurrent expenditure LGPI, a total capital expenditure LGPI, and a total
expenditure LGPI.
Is it important to note that the ABS price indexes used in the model are estimates, based on a sample
of goods and services from a sample of retailers, wholesalers and employing organisations. Therefore,
the Local Government Price Indexes which are calculated using ABS price indexes are also estimates.
The LGPI considers expenditure weights on the following:
Recurrent expenditures
• Employee costs
• Waste management machinery and
equipment leasing
• Waste management contracts
• Other plant and equipment leasing
• Other operating contracts
• Legal and accounting services
• Office and building cleaning services
• Other business services
• Insurance
• Telecommunications and internet
services
Capital expenditures
• Buildings (non-dwelling)
• Construction works - road, drains,
footpaths, kerbing, bridges
• Construction works - other
• Plant and equipment - machinery etc
LGA of SA
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•
•
•
•
•
•
•
•
•
•
•
•

Printing, publishing and advertising
Motor vehicle parts
Motor vehicle repairs and servicing
Automotive fuel
Electricity
Gas
Water and sewerage
Road, footpath, kerbing, bridge and
drain building materials
Other building and construction
materials
Office supplies
Plant and equipment - furniture etc
Information technology (hardware and
software)
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Council strategies and plans
Councils across South Australia provide hundreds of services, programs and facilities for the benefit
and enjoyment of their communities. These include traditional local government services such as roads,
waste collection and libraries; but also include other vital community services and facilities such as
street lighting, jetties, graffiti prevention and removal and sporting facilities.
Like each community, each council is different. The types and level of services provided by each
council are set in consultation with the local community each year and subject to ongoing review.
Information relevant to the financial management and planning process can be found in individual
council’s strategic plans, such as:
• Council Strategic Plan
• Annual Business Plan and Budget
• Asset Management Plan
• Long Term Financial Management Plan
In broad terms, these plans outline the core activities and services that councils have a statutory
responsibility to provide; the discretionary services and value added activities that are expected by the
community; and the new assets, significant upgrades and capital projects required to meet the
demands of growth.
These report and plans identify the various factors that may impact on an individual council’s costs,
ranging from:
• communities choosing more and better services;
• accounting for and maintaining important infrastructure;
• the impact of falling government grants and cost shifting;
• limits on other revenue sources including user pays fees; and
• different issues in each council area such as repairing flood damaged roads or responding to
other natural disasters or extreme events.
Other research, reports, submissions and inquiries
Independent Inquiry into Financial Sustainability of Local Government, 2005
The Inquiry’s report 17 found that South Australian councils were putting community needs and demands
for services ahead of their own financial sustainability and that this could not continue. The Inquiry also
found that Councils had very low indebtedness but extraordinarily large amounts of community
infrastructure which was slowly decaying without the level of maintenance and renewal funding it
deserved.
The Inquiry's independent board expressed the view that Local Government was capable of, and
should, address its own challenges. All of its recommendations were directed to Councils individually or
collectively, or to the LGA.
In response, the LGA, with the support of Councils, subsequently embarked on a comprehensive
Financial Sustainability Program 18 to implement the Inquiry's recommendations and support improved
Council performance.

17
18

https://www.lga.sa.gov.au/webdata/resources/files/Financially_Sustainable_LG_-_Rising_to_the_Challenge_-_Volume_1_-_Final_Report_2005.pdf
https://www.lga.sa.gov.au/page.aspx?u=6582
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SA Local Government Sector Financial Indicators Report
https://www.lga.sa.gov.au/webdata/resources/files/2018%20Financial%20Indicators%20Report.pdf
In order to provide an understanding of the current financial position of the local government sector in
South Australia, the LGA undertakes analysis of the most recent SA Local Government Grants
Commission Database Reports. This report is provided annually to the LGA Annual General Meeting.
South Australian Parliament’s Economic and Finance Committee
In 2015, the South Australian Parliament’s Economic and Finance Committee undertook an inquiry into
local government rate capping policies.
A copy of the LGA’s submission 19, and the Economic and Finance Committee's Final Report 20 contain
information, findings and recommendations relevant to financial management in the local government
sector.
LGA issues paper: Cost Shifting
https://www.lga.sa.gov.au/webdata/resources/files/2018_LGA_StateBudgetSubmission_SR_V5_LR.pdf
LGA Budget Submission 2018-19
https://www.lga.sa.gov.au/webdata/resources/files/2018_LGA_StateBudgetSubmission_SR_V5_LR.pdf
The LGASA’s 2018-19 State Budget Submission includes an overview of cost shifting issues impacting
on South Australian local councils.
Review of potential long-run impact of postponement of rates by eligible ratepayers
https://www.lga.sa.gov.au/page.aspx?u=7306&t=uList&ulistId=0&c=62446
Rating equity for commercial and or industrial land uses outside towns
https://legatus.sa.gov.au/wp-content/uploads/2018/11/Final-Report-Rating-Equity-for-CommercialIndustrial-Land-Uses-Outside-Towns-in-SA-1.pdf
Interstate reports and research
NSW Cost Shifting
https://www.lgnsw.org.au/files/imce-uploads/206/Cost_Shifting_Summary.pdf
The LGNSW cost shifting survey is undertaken every two years to monitor, measure and report on the
extent of cost shifting onto local government in NSW. LGNSW uses the data to highlight the adverse
consequences government regulation can have at the community level, when impacts on local
government are not fully considered.
Victoria Parliamentary Inquiry into Rate Capping
https://www.parliament.vic.gov.au/epc/article/2644
Between 2016 and 2018, the Victorian Parliament’s Environment and Planning Committee undertook
an Inquiry into the Rate Capping Policy. The Committee’s website has details of the inquiry, including
terms of reference, submissions, hearings and transcripts and Committee reports.

19
20

http://www.lga.sa.gov.au/webdata/resources/files/Economic%20and%20Finance%20Committee%20Inquiry%20LGA%20Submission.pdf
http://www.lga.sa.gov.au/webdata/resources/files/Local%20Government%20Rate%20Capping%20Policies%20Inquiry%20-%20Final%20Report.pdf
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Appendix 3 – Information paper on technical terms in
methodology paper
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