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Imagine there's no councils. It's easy if you try
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Imagine your local council didn't exist. In its place, a small group of people performed only the bare functions of 
government. Generic tasks were outsourced. Rate collection and capital works were outsourced too. Part-time 
contractors were employed by the council for specialist work. If service delivery was not satisfactory, the 
council could switch suppliers quickly.
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Such a slimmed-down council, called a virtual council, could then use a shared services centre with 
neighbouring councils that would be run as a commercial co-operative. The services centre could even be run by 
a public company.

The public company would have its own chief executive and be governed by a board of directors consisting of 
the general managers of its member councils. Each council, with the assistance of its general manager, would 
negotiate a services contract with the chief executive of the services centre.

The services centre would pay an annual dividend to each member council commensurate with the value of 
services sold to it. It would be run strictly as a business, providing works, maintenance, IT, financial services, 
planning and so on, to participating councils.

Get the picture, right? The idea is that local governments, as we know them, can be radically reconceived.

This idea comes from Professor Percy Allan, a former secretary of the NSW Treasury. It can be found in a 
chapter he wrote for the latest report by the Committee for Economic Development of Australia.

Mr Allan has taken the idea of virtual councils from the United States, where such models are found in 
abundance. He says these models for local councils can be introduced to Australia to solve a problem that has 
convinced local politicians they need to merge with neighbouring councils: the need to find cost efficiencies.

However, as he says, the belief that increased size will always increase cost efficiency is not backed by 
evidence. People may believe that, small local governments, which allow more community control, are more 
costly than larger organisations, but the 2006 NSW local government inquiry "found no conclusive evidence" 
that council mergers reduce unit costs.

For smaller rural councils, a lack of population density rather than size appears to be the main cause of higher 
operating costs per resident, he says. The solution is to rethink how local governments can be run.

"The 'bigger is better' argument is not always apt for a public bureaucracy, where being nimble, flexible and cost 
conscious can be difficult, given the bigger span of control," Mr Allan says.

"The reality of council operations is that some services enjoy economies of scale, while others suffer 
diseconomies from aggregation.

"A one-size-fits-all approach is both crude and dangerous."

He then quotes Professor Brian Dollery, of the University of New England, saying that "the results of 
amalgamations [in Australia] have not met expectations . . . Structural changes through compulsory council 
consolidation have not been effective in achieving their intended aims of meaningful cost savings and increased 
operational efficiency."

Mr Allan suggests we consider running a pilot program of virtual councils to see how they perform.
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