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Amalgamation not the path to real reform
Published: February 12, 2013 - 3:00AM 

THIS year will be the climax of the local government reform program initiated by the Minister for Local 
Government, Don Page, at the historic Destination 2036 workshop in Dubbo in August 2011.

The main outcome so far has been the establishment of an independent local government review panel to 
''investigate and identify options for governance models, structural arrangements and voluntary boundary 
changes''.

The panel is due to report in July and appears likely to recommend forced mergers, probably centred on 
metropolitan Sydney. This would demonstrate yet again that no lessons have been learned from previous 
amalgamation programs, including the 2004 NSW forced merger program.

Anyone who still believes that compulsory council consolidation will somehow lead to financial sustainability in 
local government, with more efficient councils, lower costs and substantial scale economies, has not bothered to 
acquaint themselves with the vast empirical literature on amalgamation. In our book, Councils in Cooperation, 
Bligh Grant, Mike Kortt and I provide a detailed summary of the empirical evidence on amalgamation which 
makes for sobering reading.

Indeed, extensive Australian and international experience with forced amalgamation, which has repeatedly failed 
to generate financial sustainability, has shown that process change rather than structural change represents the 
best approach to successful local government reform.

The optimal method of fostering constructive process change is for state governments to provide sensible 
regulatory frameworks which oblige local authorities to closely consult with their communities, engage in 
careful planning and reporting processes, develop strategic plans and then monitor progress.

In NSW, these frameworks are already largely in place. The integrated planning and reporting framework, and 
the rate-pegging special variation processes administered by the Independent Pricing and Regulatory Tribunal, 
represent excellent examples of thoughtful regulation. They not only enhance local council financial viability 
but also encourage bottom-up community engagement and thorough planning by local authorities.

The independent review panel would be well advised to take careful note of how Lake Macquarie Council used 
the IPR and IPART frameworks to attain financial viability for which it won the coveted Bluett Award in 2012.

The Lake Macquarie case illustrates how a combination of top-down regulation and bottom-up initiative can 
work. Through its thorough adoption of the IPR framework and the IPART rate variation assessment procedure, 
the council secured l ongoing financial sustainability and also generated community ownership of the area and 
its future.

Participation in the IPART process should be made compulsory for every council at specified regular intervals, 
such as every seven years, which would involve thorough use of the IPR framework. In this way, a positive 
relationship between the NSW government and local government would be encouraged, rather than yet another 
antagonistic, destructive and expensive cycle of forced amalgamation.

Brian Dollery is professor of economics and director of the centre for local government at the University 
of New England.
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