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Brief Guide to Yolume Il

Toe Cueensland Govermnent can, a5 discussed in Yaolume | be divided into three sectors:

. peneral rovornment;
. public trading enterprizes; and
. public financial enterprises.

From an adiinistrative peespective, the State Government coriprises 18 Thepartreents, a small
number of other Rudecl-depundent entities and several hundred statutory bocies and subsidiary
entities, including companiss and st

(Jueensiand government outlays on Heaith, Education aud Trainivg, and Public Order and
Safety accoumied for over 60 per cent of total cuwrreat uutlays e 1994-35 {see Figure ILIL
Tasse arens wre cxainined in Chapters Nine, Ter and ‘Thirteer, respecrively.

Figure |11
Qutlays by GFS Category, 1994-95

General pubac services

Clher purpoaes 283%
104468 , Pl wrader and uiledy
Chher gconomiz ailams 7A%%
2 ada,
Traasnet! and commundical ion
16 Sl Education
27505

Blimmg, nrsaufactyre and constrlstan
0.29%
Agriculturce, lishing, forestry and hunting | “,\
Z2.58% .
Fugl and envrgy ©
4.30% ! - - -
Rocrcabiony and culbere
2 GEH, ,
Howsing and cormemunty amemtes
2,947, '
Racial security and weltare
3.SRE

_.~-Fiealth
16 =8,

Sourt s Crasendland Treasory, 998 Aniual Fieroncad Mopet

Transport and Communications, and Fuel and Encray avecualed for over 67 per cent of capaal
outlays in 1994-95, and these servizes are also very significant contributars 1o Stale sconomic
achivity. These arcas are cxamined in Chapters Eleven and Twelve, respectively.
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Lacal government and ather areas of public service and infrastrucrune provision are exantined
in Chapters Fowrteen and Fifteen, respectively.

Chapter Sixteen examines the Government’s businesses, other than those assessed in earlicr
chaplers lep, Cheeensland Rail in Chapter Eleven’,

As deseribel in Volwme 1 Chapler One, the apprived faken by the Comriission in each of
these areas is as follows:

. tirst, ko assess the actual resuits or oulcomes being achwewed v assessing The
present slandand of sarviee delivery apainst relavant banchmarks, in mose cases
the standards achieved in other Australisn States, or, in some cases, clher
comparabbe Crgadsaticn for Fumomie Cosperation and Desciopment (OECDY)
counlries of, where they sxist, specific benchmarks set by the Queensland
Governmeent Bsell,

. second, o wssess the resourciog of serviee delivery in terms of operating
efficiency and tha gtate of supporting infrasteucture;

* third, to examine operating service delivery demands for the fiure—where
possible, owt five and ten years—-as a Dbosis for assessing their roseureing
reguircinends, mcluding infrastruciire reguirements:

. tourth, to tdentify and s far as posztble quanrify the resource and financial
nplicaticns of continuing 1o mamtain high levels and stzgndards of service
delivery, browdly on proserd planning assimptions and under prezenr palicies and
practizes, including hroadly the present degree of  direcl  govermiment
involvement;, and to make explicit the bLudeoclary  iniplications ol 1his
steatey biodh inoeach service delivery arza and in agorsgate:

. fifth, 1o exammine rhe State's future financial options—both options to finatce
recaerent expenditores and options (eg assel and liabilizy transactions) w finance
mfrastencinee investmeants; and

. finally, to identify key issues posed by these findings, and alemative means by
wihich services can be vrovided which reduce pressure oo the Stuke's Anances
while achseving greater efficiency and effectiveaness n delivering hrgh aualicy
services 1o e Choeensland community on an equitable basis,
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Chapter Nine

Health and Community Services

Key Points

Creeenstand’s public haspital sysicm, e cora af gavernmens resfrement in Jleaith servicss,

iv redatively efficient compared o ose of the offeer Stades and there Is mo evidence o
sagprest that e ity af services i fower. Koawever, ritere iv soape for impraved viiisation
wf bedhe puhiic grd privite hospitels amid greaver efffciency will be needed 1o be aclifoved,

pivan the praspective riving densand for Realth services driven by poputation growtl and
ageing of the popalalion over e pext 30 pears.

e Bepariment of Fanrilies, Vot amd Cammnuenity Cuare Iv respoastble foc provivian or

Funding of a wide ranpe gf commmnine services, irclivfing services for affer peaple, cftiid
care, citifd prafeciion, comminnily corrections for yvaung peopic, yervices to people witl o
disehitity, serviees for victiom of damesticc violence and services fo Aboriginal amd Torres
Steaif Felander people. Demonds and spending fove Bech prawing, requiving Berer
wamtagreriant of revorrces (rcluding aseefs) and o larger role for oxternat (primerily
n-for-profith providers,

Health Services

Findings

. Queencland 'y overail kealt experdivere per capits i aroand 83 per cent of e
Australlan average, wlthaiph cxpenditire on frospifal services for public
preticnis is aboul averege aftcr affewing for fower wymmbers of private petiehy
fa prehiic Gospifals i dix Siale.

r Cheeensiunders are relatively ealtly comparced o the rest of Australiie wd
other coantrics e te  dhepanbvaclan for  Foeonomic  Cooperarion gl
Develnpment {QECE.

’ Cueensland 'y public fespitely are relutivedy efficiens compared to those of the

pilier Kfares, praviding o stmilar guality of service for abour X5 per cent isf the
Awstrabion average coit. The mafor pard of the cost differentfal arlses frow i
Feer auerrpe cosemic complecite; I purl, iy i becaase Queenslund public
fipspitals apparenily admit o substantiol nimber of peaple wie mipght e
been freafed differenddy feg as owlpadients) had they rexided clsewhere in
Austratie,  (weensfanders are relaiively bewve wxers of fesgitals, with totol
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publiv arnd privete fiospital wilmiizion rofes sic per cewd higher than fhe
Awnstratian avarage.

Eiectfve sirpar) Waiing fimes are somewhar worse for Oncensiand than e
Australiarn average, although the redsens gre complex and inciede medical
werkforce fiviees, itfernal manapement of hospitaisiaperating Healres, and so
O,

Tleere B significant scaps for rproved uiisation of kospitals everall, many of
whtich provide a low velame and complecity of services In relation o thelr
CALTE,

Health service delivery hat pot responded fJoxibdy fo emterging nogds driven by
demopraphic and fechrelogice! chenges.

There remoin deficiencies in copitol planaing end igvesiment decixiss, and b
RS IR g o e Ny

- capifal investmend o wud eclieverd us muck In service ferme ax if xhoold
fiave for e cofty resofrces fvolved, because TF Bas neot besn cfosely
finked fo service reeds,

- firegratlon bervaen prBiic and private sectors Ads Begn poor, entalfing
dupticarion of casily fnfrasicwcinre; and

- informarion required fo support cost-gffective avsed management and
anaintenanes i nadeguate.

Iff the existing hospitel admission rates and approach to service delivery
continus, healtlh xervivcex for tite papuilation of the State, which iv agetng wlong
with e rest of Avsteidla, will creime ¢ Keave fhineial barden.  IF qualite
heulth services are t0 ke susioined, sirefegic decisions albout service defivery
MRUSE

- D based on e fuil transporent costy of afternative approaches;
- provide incemtives far impraved produciivity; snd
- ensare improved capacity whlisation,

Market (ppe mechonivems which allow compedition heiween health service
providers rave heer citown ta improve the efficiency and effectiveness af health
services.

Recommendations

L

To prepare Ceeenslanl’s hospiral svstem for e futire, an imdependont ealth
service plapming  body compoxed of entinent people drawae from eaisile
povermmeny  shoutd  bde  exrablisied  for 0 limited  period to make
recommetditions or, inter alia:

. which cryanisetionsl writh should have reiponsibility for funding of
public health vervices;
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- the approprictentess of the siruciure and geograplical boundarics for
I¥istrict Hlealth Services far competitive service defiveny; and

. principtes for the location anid size of hospitaly,

A competitive framework sliondd be established within the hospital and
ambularary care secinrs to improve the zffivioncy wnd respoasivenesy of the
public health systes, and ro maimain zoad performance over thne, incliuding:

. providing funding for hospital inpatient services” ouipurs defined under
the cavemix sysiem, und encompassing fill best practice costs {ie on a
caompreftansive gocruals bass, incfuding @ capitaf charga te reflect the
cosf of the cupitel wsed, gnd capital consimprion In the proviien of
services), regularly reviewed againsi compelifive benchmarks;

. SJunding privete and not-for-prafit healih service providers sn the same
bhasis as public providers for trecting public patichisy and

’ operating corporate plaaning, hedeeting and management hrough o
systeme of Bimding service agresmrenis which i ‘veandess’ befween
prblic, privite and sol-for-profit providers, with apprapriare rewirds
and sanclions for wer-compliance.

Community Services

Findings

While (ueeasfand has the lowest fevel of welfare services provision, ay
measered &y the Caommanwealilt Granty Cormmiission, | afso oy e Fowest coxt
of service prenision.

The Departineat's budgel hay inceegsed sigrificantly over the past six péars
aitd fas Been supplemented sioce {994-95 with growth funding to adiress
increased service demmgnds arisieg from the prawth in the {Mueensiond
peplaion,

Cffeni service standardy fur direct vervice defivery are being developed and
rhere are Service agrecmenrs  between  the Department ond  funded
orpanisations. Work with oifer jurisdictions is régtivad to devefag comparibie
retevard efficiency o sffectiveness indicaturs.

Scope exiviy fo increase the wse of e ron-guvernmeni sectr @ deliver
services, Oursayreing wanld provide an effective mears fo reduce costy, and
gain fexibility, while maintaining the qualily of care to clienis. There are other
opporiuRites te achieve  reseurce  affiviencies, including  ralionoliving
under-uiitized assets.
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Recommendations

43

o4

Aceommadafion sapport for pesple witle an iniellectunf disability and fow
siepipoet Heads sftonld he owtsonrced fo fhe now-piaverninent xector, logetiter
with respife care and comnmanity akingairdicipacion.,  Otier fRICHHS
currently divectly defivered fey resoorce ated assessment of people with a
Airerdi gy, fuventle communiny corrections, and child protection} showiid alve be
reviewed fo detonnine tose elements which coaled ba aursesnreed,

The efficiency af aff resaurce wse showki be reviewed, inclading disposal of
sircler-niitived facifities (e Carrammar ard Wurihig)  Contracis with firded
service providery shoald be owlceme-focused, specifiing the guantity und
uality of serviees, thre hasis af fanding amd rexanrce manapemernt,
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Chapter Nine

Health and Community Services

9.1 Introduction

While constitutional responsibility for health and comniunity services (s shared betwesn the
Conunonwealth and the States, vegulation of the scolor i langely a stake matter,

The states also have 1he main carriaps of hospital services and a range of communiey welfars
services. This chapter explores the performance and resourcing of majoe state-based health
and community serviees in Queensland, particularly the public hospital system and services for
people with disabilices.

The public hespital system in Queenslznd has devetoped along markedly different lines 1o
those in other states Governmenl subsidics o provide financial assistance o hospitals wers
first mmsbilutionzlised (prior w Queensland’s establishmenl ss o scparate cofony) in the
Hespitals Act 1847, whith was cne of the earliest examples anywhere of lugislative
itervertion in hospital services. The Hospitaly Aci F923 formatly ended the necessity for
hespitals to tely on subscription revenue. (ueensland chose o meinain its free pubdic hospital
system fom rhat tme forward, despitc a 50 per cent higher Commotrwealth subsidy for
irealment of insured patients during tae period 1951 w 1970

By national and mternational standards the health of Quesnsianders is very good, with some
room  fur  imprevement whici would maost effeclively be achieved by atteation to
behavievr/lifessyh: faclors, Utilisation of Gospizals in {jueensland iz quite high, however, md
current utilisation levels suppest a degroe of inappropriate admissions, despite aceess issues for
cleelive surgery paklents in some areas of the Stats,

A range of recent health service reforms in member couniries w the Organisation for
lzonomic Canperation and Development is alse exlored,

Oiplions Tor improving the efficiency and effectivences of licalth and commniunity services in
{ueensland are recommended, with a key theme being the impeoved utilisation of capital and
recurrent resaurces through corpelition.

1 Liuder, 2E.G. (1989 “The Guecesland Public 1hwpleal System; an Evonomu Perspeclive'. 0 Butler, FR G
and Doessel, 0P {eds), fleaith Eoononste s, Anfrrafion deaclings.
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Health Services

Key Points

Crcensiond s public hospital system, the core of pavernment iwvolvsment In Aealth services,
is refatively efficient compored to those of the other states gnd there i oo evidence to sugges
thar the quelity of servives iv lower. Hewever, there iy scope for mproved wtilisartion af both
pubiic and private hospitals amd greater afficioney will be veeded 0 be aoliieved, given the
prospeciive riviag demend for fivalth services driven by popolafion growth and aping of the
pepuiation over the nexi 34 years,

Findings

Lueensland’s vverall healtli expenditiere per capita is around 83 per cent of the
Anctroliun average, elihough expenditure on loxpitel services for puhlic
patlents s abour average after allowiig for lover numbers of private pations
far prehiic hospitals in this Stare.

Queenstondery wre relutively healthy vempored to the rest of Auctralie and
other counfries in Me Oreerisation  fer Economic  Coaperation  amd
Devefopmant

{hicensiand's public hospitals are relatively efficiemt compared to these of the
other States, praviding a similur gueality of service far ghout 85 per cent af tha
Avstralian gverape cosz. The major peet of the cost differontial arises from o
fower average cosemtiy complexity! in pars, this i becoase Queensiond public
hospitals apparently admid o suhstaniial nomber of people wire might fave
boen freared differantly fag of onipaticnrs) hod ey resided elsewhore in
Ausiralio. Queernsfonders are relwively hemy osers of haspitaly, with total
public and privaie fospifal adwmission rates tic per cenr higher rhan the
Anstralfan average.

Elective surpecy wilting times are semewhad worse for (eeensland than the
Ausiraliqn qeerage, altough the regsons are complex and include medical
workforce Siues, inserng! pnapesment of hesplials/operating theatres, and so
L1 8

There s significant seope for improved wiillsazioe of bespitals overgll, many of
which provide a fow volume and comploxity of serviees in relation o their
LT,

flealth xervice delivery hax nof responded flexibiy tw emerging needy driven hy
demagrapiile ond tachnolegical changes.

There remain deficiencies i caplte! planning and Mvestiment degivions, and in
ey xel Wi g gL rHenr!
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9.2

- cupitel fmvesfmetit fras mof achieved uy sieek {n service ferms as if shoild
have for the costly resaxrces imvedved, because B Ras not been clesely
linked to service needs;

- fntegration between public und priviate sectors Ras beew poor, entaifing
duplication of costly infrastrucinre; and

- information regoired o suppart cost-gffective asser pranagement and
mainfenanee is adegquare,

i the existing hospital whmbsion rates end approach fn service delivery
continue, health services for the population of the State, which is ageing along
with the rest of Australle, will create & heavy fingreial buarden.  If guafity
Regitfe xervicex are lo be sustaincd, Sfeategle decislons abort service dedivery
s

- he hased on the full, rreiparen casts of affernative upprovchex;
pravide ircemtives for improved prodisetivity; and
- enstre improved capaclty vifsarion

warker type meckanisms wihich affow comperition befween heelik xervice
providers igve beer shawn to imprave the gfficiency and effeciivehess of fregith
NEFVICES.

Background

Key Points

Chrcensiond’™s overall beelth expenditure per capita s aronnd 85 per cent of e
Awstralfan average, aftflengh experditure wr hospitul services for public
patienss i about average wfter alfewing for lower numbers of private patienis
in pubfic haspltals in this Staze.

Existing Services

The health sector is repulated and partly funded by Queensiand ilealth (QT1), with annual
expenditure on public health services of sround $2.7 billion. A wotk foree of 38,472 full-nme
cyuivalent staff is emploved in the Department, meheding 168 separately incorporated acute
hospitals, 523 community health facilities, 2% nursing homes, and 17 residential psychiatric
ticilities throughout the State.  Flealth uniis reporting to Gueensland Haalth range from the
Reoryal Rrishane Hospital with 3,434 full-time equvialent stafl o (he Noncanion Home and
Comtunity Care Survice witk ons par-time staft member.
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The Stale’s public health sector 15 complemented by medical services and pharmaceotical
goods funded thraugh the Commoenweslth Medicure Schume, aod Ticeosed private Tacilities
including 211 nursing homes, 57 acute hospitals and 17 free-standing day hospitals,

Public bealth services are broadly divided e thres progron wreas, Populaiion Healih,
Tregsiment, and Hegleth Maitenance (see Table 4.1}

Tahle 9.2

Queensland Health 1995-96 Budget

Current Capital Total
P rogram Area 5 million § mllfen 5 milllar
Fopulation Heaitn 121.3 5.0 1269
Ireuliricer
Adull Medical and Surgical 12356 118.3 19880
Wigternity and Blewiaorns 1460 27 1447
Shlcteen aad Yaoung Peaple 1181 £ 118.3
“Aantal 1 leaith 1783 129 1955
Surzl a0d Rerncle Haalth Cara 1695 2.5 151.4
Lrrergeacy Modicme 1183 G 12 3
Jral Health 7ol .4 TEh
Sub-tatal 2,158k 1423 23350
Heahtk Mairtenands
Home Care 116.4 6.2 I2 6
Rasidantial Cara 1152 8.2 1234
Sub-tatal 23105 14.3 i R
Total 24021 2166 2703 E

Coarge: Shite Budget Papees, 1995 96, Patialio Progrem Satamants, Minester for health.

Population Health activities are targeted at whole popnlacons or commurnities, or at the needs
of specisl proups {ep prionsry health services for Aboriginagl and Torres Strait Islander
communities), and strategies inchale prevertion, promotion, bhealth soeveillance, bealth
screening and commanity developnient,

Treatment prograts services are provided prircipally through the pubiic hospital system and
conunanity-based health services, and inclode both inpatient and ambulatory care for the arger
promaps. Trealment services eonsume moce than 86 per cens of all State health expenditurs, and
hospitals alone consume more than 30 per cenl of recurrent bealth expenditere.” Given Lhe

Commonwedih Cirasls Coaneerss o, Kepord en Gemera! Revemne Crent Bebodredaes, TE00 Updare.
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relatively latge share of health expendilure consumed, public hospitais will fonn the main
fecus of this chapter,

The Health Maintenance prooram aims o cnsore Lhat older people, people with 2 Jdisabibity,
and people requiring palkiative care have access to a coordinated network of heallth related
saryices.

Health Expenditure

Queensland™s per capita expenditure on public beallh services is telatively low comrpared to
oiher Simles in Austrzlia, although this is rot reflected in infertor health outcomues. Tn fuct,
(uesnslanders are healthier than the average Austalian in & number of ey health indicators
{see Section 9.3).  Mor iz lower expendiure alirhutable to Jower utilisation of hospital
services.  Cuecnslanders are admitted 1o hospital six yer cent more frequently Than the
Ansrralian average admission rale, which, in twn, is considerably hipher than the Urganisation
tor Economic Cooperation and Development average [5ee Seation 9.5,

The $2.7 billion 1 year consumed by public health setvices is & substantial proportion {232 per
centl of the State’s {onsolidated Fund outlays.  Ceenstand’s recurrent public sector
expenditire on hezlth services was 51,386 billion in 1894-95, squating to $583 per capila.
Anpual recurrent expenditure has increased by about 300 million over the five years 10
[594-05, but remains significantly below the averape of the other Stutes sccoeding to the
Commoenweallh Grants Commission? (see Figure 9.1,

Fgunzbil
Recurrent Health Expenditure per Capita, 19%0-91 to 1994-95
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[t should be noted that the Commonwealth Grants Commission changed the basis upon which
il reposts Tor the 1996 updaste of relativilies from a oel o a gross basis. This had the eTeet of
increasing the lavel of public sapenditure in those States with relatively high offsewting
revenues. This et¥ect s particularly apparent in the baspia] servizes category where patient
fees and other uwser charpes are offselliop revenoes Lo bospital seeviees expendiiore. To
compare net State expenditure on public haspial servizes, per capita revenue of £36 for New
South Wales, 550 for Vickoria, bt only 323 for Queensland would need o be deducted flom
the above amounts, 13ospital fue rovenne i lower in Queenstand beeause Ohieensland’s public
huosvitals treat fewear private patients.

After taking hospital Fee revenus offsets intn account, Queensland expendinzre per Capita on
publi: hospitzls is around the Austtalian average,  Quesnsizand’s relatively low Lealth
erpenditure oversll b larpely explained by lower eapendifere per capiia on mental healll (87
per cent of the averape) and communily healih services (57 per cent of the averape)

Hospital Activity
Acmissions 1o QJueensiand public hospitals have increased quite rapidiy over the past ten years.
Annual adimissions have increased by more than 203,000 or 30 per cent, which is substantiaily

faster than population prowth of 24,6 ser cent over the same peciod (see Fipure 9.23.

Figure O 2
Humber of Admissions to Queensland Public Hospitals, 1985-86 to 1594-95%

L
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Sonrce: duuesensle g He i, Qoesasioese Higmind Sideane s

Since 1990-%1, the majority of this increase was 1 the number of dey-onrly admissions, which
have inereased by around 10000 or 1 per cenl over the past five vears (see Figure 933 Day
o’y admissions now comprise 324 per cent of all separations in Cueensland public hospitais,
consistent with the trend throunghout Australia,
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Figore 5.3
Mumber ol Day-Only Admissions to Quaensland Public Hospitals, 1990-81 to0 1994-35
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The sverape length of stay per admission alse dropped significantly over this period, largely as
aresult of the increase in day-only admissions,

1 addition to zcute inpaticnls, Cueensland’s public hospilals alsa accommodate & significant
number of long-s1ay norsing home fype patients. Nursing homs type pacents accounted for
219,997 accapied bed dayvs in 1996-85, or 8.3 per cent of toral occupied bed days.

9.3

Performance Assessment

Key Points

Cheeensianders are relotively kealthy compared fo the rest of Australic and
other counirics fn the thparisatlan for  Ecowsmic  Coaperation  and
RNevelopment.

Cueenslund’s pablic hespituly ore relatively efficient compared o those of the
offier Stares, providing g similar quality of service for abort 85 per cend of ihe
Auatralion wverage cosi. The major pari of the coif differctitic! arives from a
fower avermge casemic complexitv; in purt, this & hecause Queensliand prbiic
Hospitafs apparently qidmit @ sobstantiol mumber of pecple wie mipht have
been freated differendy feg as owipatienss) had they resided clsewhere in
Anstrafie,  ueenshonders are celatively heavy swvers of hospifaly, with ivtal
prblic and private hosplted cdmlssfan raves six per cewt Righer than the
Awsiralion uveraye.
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. Elective surgery waiting Hmes are somewhal werse for Qiecensiond than the
Awuxtration averoge, althowgh fe reasons wre complex and include medical
workforce [ssnes, ffernal management of hospitaic’aperating theatres, and so
o,

The Health of Queenslanders

Improvements in the health siatus of the work firee and poputalion in general are valued by
the community and contribiie to improving the State’s productivity and wealth.

According o key health indicators, Queensfand has one af the better heaith profiles of the
geners] popuiation among the Auvswaian States.  Jueensland has made the most rapid
unprovement between 1971 and 1391 of all Awvstralian states i the two key mdices of
standardisad death rates and expecralion of life More speciiicaliy:

* By 1991, the overall age standardised death rate was lower n QJueensland than in
the rest of  Awstraliz,  rellecling krwer-tlan-average  death rales fram
cardiovascular diseaze, maiignant neoplauns [ie cancers), menizl disorders, and
ckranic bronchitis, emphysenia and asthima. This geod perfermancs was maned
by somewhal higher death rates for exiemal injory, particeferly Tor suieide and
setf-inflicted injury.

* By 1993, Queenslanders could expect on average w0 live for 7804 vears,
compared with 77,96 years far all Anstralians®

"The glaring exception to Queensland’s {arl Aogiralia’s) relatiecly good healih outeomes is the
15-20 vear gap it expectation of lifz between Aborigina. communities and the total population,
This i largely a refleelion of high Aburiginal wenality in middle age, with death rates from
most causes six to 12 times higher rhan for atl Australians.

Notwithstanding the eelatively good health of Queenslandees, ther ix sl pelential for Torher
unproverient it health for all causes of death combined. Powential vears of life lost which
coud he saved {if mortality in Queensland was reduced to the best-performed European
country for each disease calepory} are as shown in Figure 6.4

! Awsiralian Terean of S1ansies Trends iq Mool b Cause oF Death 19 Ausrealio, e Sianes abd Ferritcrés
during JOTIOT and i Futistiest Division oed Sit-owinion duriag (091-RF 31130,
Awshulian Bureau of Sdatistics Deeths, dugrafee 33000
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Figire 9.4
Queensland Potentizl Morlality Gain
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T'o put this mta perspective, cven 1 Quzcnsland were to achizve all of this porential merality
guin, this would represent an increase of just 373 davs or D018 per cent in average life
ERDECTANTY.

For Cuueenslund to achieve sucht gains taere would need to be comsiderabie improvenients in
betaviour/Heslyle in rolalion to nutrition, tobacco use, aleabal abuse, injury risks and sun
ewposure,  Well imteprated, sustained public cducation programs have been linked with
charged risk behaviowrs, By comparisen, addstional utilisation of hospital servizes could be
expected to yield a much mors marginal huprovement,

Health and Health Care

The contribution of health services to health putcomes 35 ool vesily measured, and there s a
paucity of data that relate serviee uhilisatior to measurable outcomes for consumers of the
services. Analysis of reduction in mortality over the past century suggests thas better nuirition,
clean water, hygiene, sanitation and family planning may have al least as imporiant a role o
play as uny medical interventions, and that, of the last, primacy heslth care such as
ireummisation may be mors impardent than secondary heakth care, such as hospital in-patiem
services, in improving the bealih of the population sz measuned interms of Tl expedtancy.?

r Wl eoren T, (FFI9% Five Rk af Aeaicime Arcan, Mivape or Nemerw? (2nd od), Oxtord, Basil Blackwed],
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Wide variations in cosi, price and patterns of resource use in beelth seclors hetween
Orgunisation fur Eoonomic Ceoperalion and Development countries with similar health
ourcomes sugpest that there s considerable scome for increased efficiency in many countries
(5ee Table 9.2).7

Table 4.2
Total Expenditure on Heaith Care in GGross Domestlc Product {per cent)

15680 1950 1982
Lirntmd Skataz 5.1 qzx 144
Canada 53 ) w2
France a2 7 )
Australa 4.9 T3 5.8
Car e ray 4.8 Hd H,r
Italy A N9 AR
Sweder 7 9.4 9
Mew Zealznd 4.3 2 I
Unried Kirgdiom 34 a5 71
Spain 1.5 L 0
lapan 3o 745 69
Total DECD 3.5 E7 B.&

Source: Celey and MacFarkan (189900, Hoalh Cane Betarm Casteding Soonaiag and beoresamy Siicensy,

By [ocusing oo the way in which health care iz delivered, it way be possible o provide the
same amount af health care hut mors efficiently. Some ey “institotionail’ differences which
seem o reduce overall eosis inchide:?

* tUre wse of primary care “seiekecpers’ (e providers of compulsory letwrs of
referral for non-emergency access fo secondary care or specialists),

’ reimbursement sysiems, where the patient fiest pays the pravider and i5 then
reimbursed (zither by their government or an insurer);

* capitalinn sysems o wage and salary payments. a3 opposed to fee-for-service
sygtems for remuneration of physicians; and

. a low overal share of mpatient care as a progortion of total spending, with a
relatively higher share for wnbolatory core (e non-inpationt tresimend}. That i,
inpagient care is more expensive than ambulatory care.

' Odey and MacFarlan (19%h, Ml Core Reforn Coneeoiling Spemding ondd Teereamang Efficiemny,
Organisation for Seonomic Ueoperation and Davelopment.,

Y Gerdthami,  Jonsson MacFerlen imd Oxley [1904), Foeaes Aoy Sl Speiding. 4 Cross-oaunim:
Evewmartras: dneefpsig, Organisation for Feommmic Conperaton and Fevelnpazn
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The latter two factors are of pamicular interest in terms of Queenskand's public health sector
whick fas traditionally had 2 high proportion of sataried medical officers, but places a heavy
emphasiz on hospital inpatienr services.

“he very weak assaciation between overal] health-care spending and available indicators of
health outcomes raises two additional issues:

. heakth care spending at the margin may have only limited effects on overal]
health «falus; and

. since health oifcomes are dominaied by o renge of additional factors besides
health care, governments may be able W achicve health goals more effectively
vig nther chanocls.

Another consequence of Lhe weak zssociation berween health care spencing and health
cutcnmes is that objective assessment of the adecuacy or otherwise of health services is
diffimet. 11 ix possibie to make broad comparisons of service usspe a5 a proxy Weasure of
service adequacy. althouph such compariseis have limited normative significance. For
exampic, celatively high tevels of service wsmpe may reflect either a greater prevalence of
Gisease or over-survicing by providers. The aratys:s of Queensland’s heslth services i this
report confines itself 1o this type of comparison and assumes that, in general, diseass iz no
more prevalent in Queensland than in the rest of Australie.

Utilisation of Services

Australia has a high tate of admissions to acute hospitals, but a relatively short average length
of stay. To [991-92, the Australian admission rate wus 224 adinissions per [ 008 population
compared to 2 median rate of 1037 per LU for other Organisution for Econemic
Cooperation and Development wounlries.®  The practice in Answralia of counting samnc-duy
procedurcs as admissions, contrary fo other Crrganisation for Economic Comperation and
Lrevelopmment countrics, is partly responsible for the high rate of admissions. However, once
this factor is excinded, Australia was «1il] somewhat above the median ar 175 admissions per
1000, By 199394, Austrakia’s admission rate had prown to 237.6 per 1,000, including 1682
overtight admissions and §%.4 day-only admissions.™  An emphasis urn hed-based services at
the =xpense of home-based and patpatient treabinent is a likely coatributor to Australia’s hish
admisgion rale.

Amongsl the Austaban Stawes, (uesnsiznd had the sceand highest admission rate, at 2751, i
the pubiic and privale sector in 1993-94 {1902 and §2.9 admissiony per 1,000 population,
respectively), exceeding the national averoge on Loth {see Figure 8.5).1

A somewhat different pattern was observed for admissions by paticnt accommaodation starus.
Cueensland had the bighest admission rate for public patients. reflecting the refatively lwwoer

* Oxley wng Maclerlen 1993), p it
* pustiadion Insfinne of Veabh and ‘Welure (19963 Feest Mevwnad Sepecet on Healih Sector Mapformance
tncheatas
U Australian Instiude of Flealth and Wellars (1996], op o0
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rele of Quueenslanders with heallh insurance and lower numbers of private patients in public
hespitals in this State (“other’ patients include conpensable and other patients ineligible for
Medicare) (see Figure 9.8),

Figure S5
Number of Admissions per 1,000 Population, by Hospital Type, 1303-04
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Average length of stay Tor scuie hospital separalicns in Queensland public huspitals was 4.3
days in 1993-34, Thas is at the lower eid of the range of 4.7 {Victoria) 0 5.7 days (Morthern
Territory), and was lower than the pational average of 4.4 days 12

Teken together with relatively high numbers of nuesing home fype patients, these high
admigsion ralex sugaest thal Queensland is providing mapprepriate and relatively high-cost
acute hospital care to a sipnificant proup of clivnls whise needs may be boetter met ewtside the
hospilal scting. For example, it Queensland bhad more appropriately accommodated such
nursing home type paticnls, bad Auvalralian average acute adrission rates, and assuiming no
change in the propottion of patients treated in public hospilals, the occupancy rate [or
Deeensland public hospitals would have been just 64.9 per cent in 1993-24 {compared w the
acmal rate of 748 per cent).

Efficiency of Services

Casemix i$ an intormation too] for the classification of cpisodes of paticnt care.  Casemnis
classifications ave generalty based on the assumption that commonalies exist among tae
attributes of patients and mudical protdems oo the one hand avd paiterns of treatment, medical
approaches, ang levels of service on the other,

Liata cotlecred on the basis of cascmin classificelions can assist with managing, monitoring,
and pianning heaith services. Among other things, casemix dats can give:

* irfirmation about the quality of care;

. a basis for funding, puying and charpiog Jor health care services (see Section
D3k

- nreasures of lospital aurput; and

. coemparisons between ditferent care options ar national and 1ocal [evels.

The hest known casemix classification system 13 diagnosis related groups, [Diagnosis related
groups constst of & manageable number of distingl classes based oo cliniesd meaniag and
resource-use  Lomogeneity, and were ‘st developed in the United States during the 1970s
Siree the 1980=, Australin has developed the Austrilion Mational Diagnosis Related Groups
classification syseem and national cost weights, tailorsd fo Asiralian conditions.

The Firer Metiewal Report o Aealih Sector Performance indicerors!? indicates that while
£ueenslanc’s public acute haospitals have sipnificantly linver case costs (ust over 13 par cenl
lower) than the average Auskalian pubiie hospital, this difference i= much narrower when
adjusted for casemtx.

1 Departmcnd oF Heafth and Yaouly Serviees { 1996], dnstralcr Cosemic Supert un Alesadad totrely LEQT 97
n awdraliar Insfdue of Fealth and Wellare (1990), o cif.
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Table 5.4
Cost per Separation, Queensland and Australia

Rueersiand Australia
5 ]

Unanjust e
Mear. madical labaur cocts 1,201 1.3
O recureent costs 458 353
WMedizal labour cosls i1l 43z
Tatal Unadjustad 2,015 2,488
Tatal ddiusted 2234 2327

Sonpna, Aeshizhan Inshbate of Haalth and wWaltare (123983, Firsk datoral Repon an {Teaith Seclor Mecformance
Meiafens,

Taboe 9.3 above supresis there are some significant cesemix Liffsrences bebween Queensland
gad the rest of Australia, The Jfiseralion Casemiy Maport an facpital detanty FP93.9404
makes a number of niersiale comparisons for selected diagrosis related proups which iliustrate
some of these differences. The major part of the cost dilfercatial arises from a lower average
case complexity: that is, Queensland sullic aspitals apparertly admit a substantial number of
people ro hospital as acule inpalients who might have been treated differently (eg as
outpatients) had they resided elsewhere in Ausiralia,

Dezpite lower overall costs, fhe casemix weljusted costs per case For nursing and other staff (eg
domestic statl), and for domestic services, medical and dnwg supplies were actually higher in
Queensland poblic hospitals than the average Aostralian public bospiral.  This suggests thar
there may be scope for efficienoy gains ino these ereas.

Quality of Services

Oiverall, the quality of hespital services in Queensland would seem to he similar Lo tha
glzewhers in Austeafie, although quality is a difficult conceot to define and measure, hMeasures
ot guality tend to be indirecr; for example, the adequacy of processes and practices, or the rate
of adverse outcomes,  Alternatively, client perceptions of qualicy can be measured directly, if
imprecisely. througle ¢lient saisfaction surveys,

[ Australian hospitals, quality has teaditionally been approached throuph quality asserance,
wherehy processes amd practices are assessed by a commities of peers. The Australian Couacil
on Healtheare Standards controls accreditation af Auddralinn hospilals theoogh 2 rather lengthy
process which involves survevs of atl areas of the hospital (is adminisration, nursing, clinical,

" Liepartmenl al Ml nd Family Servizes {1594), op cit
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catering, cleaning, and 20 on), of staff, and of patiemts. Only 16 per cent of Queensland
huepilals were accredited as at 30 June 1994, compared 10 the Australian average of 42 per
cent. 1Mis low overall acerediteiion rate arises largely fron the very low rate for Queensland
public hospitals {Four per cent), reflecting a past lack of active policy support for accraditation,
Oucensland adopied a policy of sesking accreditation for public hospitals in T993-94 and i
rapidly increasing the number of aceredived beds.

The Austrelizn Council on Healibeare Standards has recently developed somie clinical
indicators as a component of the acereditation program. Altheugh based an only & sinall
sample, these indicators suggest that the rates of adverse outcomes in Jueensfand hospitals are
penerally in the middle of the range, with infection rates slightiy higher but within national
nors (sae Table 9.4},

Tuble %4
Rates of Adverse Qutcomes, by State, Australia

NEW ¥ic Gid T WA Tas
Emergency regdmissian wilhim @8 days 440 370 & AN 250
Laplarnert return o oReraling ridm 0150 0,20 De0 050 nal 010
l'aepital acquired infestion
Clean waund 180 L 2.30 250 3.0 1.70
Comtarnd nated wieiadd 220 3m 4.7 1.80 360 4.0
Gacinrasm:a 0,04 co Qs MRLES ng RN N

Socree: Austealian Inslilole of Heattn ancl Wallace V99, Fiest Madianal fegwt an Araltl Bactar Prdormanc e
iz By,

Access to Services

Access relates to the capability of the health syslem to provide appropeiate and Limely cace in
aocordance with patient needs. A broadly accepted measure of timeliness which has recently
heen wiven some prominence is the waiting time for vavious categories of elective {as opposed
ra emerpency) surgery. Glective surgery ix defincd as surgery which can be delayed for al Teast
24 hours in the treating clinician’s opition.

The clearance time {ia the fength of 1fme il woubl eke o clear sl patients frome the wailing
list) and proportion of patients waiting an inappropriately leng time for elective surgery are
somewhat higher e Queensland public hospitals than the Awostralian averages fsee Figures 9.7
and Y.NY
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Average Clearance Time for Pullic Acute Hospitals, by Slate/Territory, 1985
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Proporiion of patienls waiting lenger than 12 months, by State/Territory, 1995
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Withir: the Queenzland aversge there were a small nomber of surgical specialties and hospitals
whers waiting times were significantly longer than the st averapge. o parlicolsr, clearanes
limes Tor car, nese and throat, orthepaedic and ophthalmotopy waiting lists were all longer
than average. b other states thess calegories af palients also wend to wall longer for surgery,
suggesting that medical workforce iesues mav be & significant factar.

Waiting times at a small number of hospitals, with averapge clearsoce 1knes of mere than five
mumths, were alse significantly longer than the Queensiand average. Clearly there were same
specific local facloes (op the “mnix’ of resources, including stalf, treatmemt facilities, and
operating theatres} at work in these hasgitala,

2.4 Resourcing

Key Points

* There is sigrifican: scope for improved wrilivatinn of hospitaly averall, many of
which provide a {ow volme and complocity of sarvices In relation 1o Welr
COSIE,

. Health service dafivery has not respanded ffexibip o emerging nmeeds driven fy
dewmnyraphic aad techrological clhanges.

. There ramain deficiencier in capitnd planning and investment decisions, and in
Esel MINaE I

- curpital frrvesiment ey ned gohivved as mucl in service terms as it shonid
have for e costlp resources nvelved, hecaweve it hex ot heen clovely
finked to service needs;

- integration between pablic and privnte sectors has been poar, entailing
duplication of cosdy frastracture; and

- itforsuniion regrired to support cosi-effective aysel monggemeni ond
mrtletgnce is inndegquaie,

Adequacy of Resourcing

Given relatively hiph hospital admissicn cates in Qaeensiand, there would appear 10 be no
significan: under provision of acute hospital services overzll At the sume thine, thiere would
seert Lo he eonsiderable scope for mere efficient use af hospaal facilides and secvices,

Retatively low expenditsre on mental and community health services, toocther will seme
decumented deficieneies i mentad heaith services,'? suggest that greater priosity needs 1o be
given w0 such services.  Tn pamticalar, menta] healtle services in Queensfend are heavily

" Humun Hights and Equal Cppartiaity Cammission (1963}, flaenae Rigiis ond Mental Himess,
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hospilal-hased and an fssoe is whetker a hatter balance of zervices batwean haspitals and
community-bazed services would be more cost-aftestiva,

Admission patterns in Queensland public hospitais sugpest a high rate of inappropriate

admissions, possibly due to a lack of aligmative non-inpatient services, Admissions o hospilal
should be based on clinical need and conlimued by bust practice.

Infrastructure

Quecnsland, with 9809 puliic and 4,403 privale heds, had dhe second highes: supply of both
public and private acute hospital beds among the Australian $lates in 1993-94, exceeding the
rational average in both sectors (2.9 beds and 1.3 beds pet 1,000 papulation nationally in the
public and private sectors, respeclively) (soe Fipore 9.93 14

Figura 9.9
Number of Beds per 1,000 Populatian, by Stetes, Australia

& -

Nembe per 10600 poow aber

ia Vic 2y Wh 54 “Bs5 Awatrzlig
O Pyalic = Privata

GoLree: Bustrallan nstitebe of 1leain and Wellara (199057, Frab Matinra) Fecot o Health Sactar Fechirarango
inuigatme,

Crcenszund's sverage sccupancy for the public and peivats sectors combined was the taird
lowes: of the states in 1991-92 {724 per cent), with Westarn Australia having the [owest rate
(70.7 per cent) and was below the national average of 75 per coent.  Howewer, while
Crucenssand’s average aceupaney in the public seedor (742 per cont) was second lowest of the
slates and lower than the narfional averape (78 4 per cent), the average occupaney in the private
sector {B7.8 per cent) was secand highest of the States, and higher than the netionzl sverase
(8d.d per cent) (see Figore 4100,

Ve Ansirglian [nstidute of Health and Wieliare {1554), op <it.
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Figure 9 10
Occupancy Rafes, by Sector, Austraila, 1991-82
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Vety high hospital admisainn rales by Crganizalion for Economic Cooperation and
Development standards {3ee Section 9.3}, combined with relatively luw occupancy rales,

strongy suppests hospral infrasttucture in Australia, and paricularly in Queensland, is
siznificantly under-utilized.

While some hospitals have Jow occupancy rates, others in high 2rowth, low socieeccnomic
areas have very high ccoupancy rares. Furher snalysiz is reguized in relation to individoal
huspilals w detetmine pattsms of utilisatior and the appropriate use of resources.

Capital Investment

The Stock of Hospital Capital

Tatal State Governmenl investrent in ospital facilities had an estimated replacement value of
52,531 ntillion as at June 1993,7 comprising:

- £2,062 million in bospital bwldingz anc plant;

%363 million in equipment, of whisa $325 million was for items valued at $5.000
oy Tare;

Dokl 1993, Checomitans’ Hegperiad Copatad Sarviy.
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579 million in famitire and fumishizgs: and
. F27 millions 1n off-aite residences, etc,
From information generated by e Cheensdond Aospitod Copital Swrvey, and assuming rates of

capital consumption based on cstimalcs of the life of varicos Lypes of assets, senual capiad
consumption in [593 values was estimared as shown in 'I'able 9.5

Taixle 2.5
Annuz| Capital Consumption, Queensiand, 1993

Rale Value Ao Uk
Aczats Percent % millian % milkien
Hospital buddings EEY 2052 a_4d
Cher booldiage 20 27 0.5
Eqyui prreent 340 ELTE M0
Furemtur: f1.6 s I
Total 2,331 96,7

Source: Deebls, 1 (19933, Quesssiand | iospia) Capitar Sonvey,

Ey vah:e, the age distribution of {Queensland public hospizal buildings appears o be guite
gimilar to the national wversge in teetns af hospital buildirgs corstructed prior e 15948 (257
per ceat), but witkh a higher proportion of haspital baildings built #'nec 1967 (54.8 per cenl).
The §:,141 million in post- 1967 construction reprasents an average annual expendimure of
456 million in 1993 valoes, moest of which regresents asset replacerent.

Given Lhe ages of existing assets, replacement will be less rhan corsumption over the next
dacade or 50 heosuse mast Tacilitics have mare that ten vears of econonic life remaining. The
survey estimated aggregate repiacement spanding aver the len vears from 199394 as st out
in Tabie 9.4.
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Table 9.6
Estimated Aggregate Replacement Spending, 1993-94 to 2002-03

Value Expendilure

% rillian 4 miliian
B lefirag s
01) gt oyver 45 wEars i)
- B e ot ropalaced 196
- Al i oot rafurbishad L
(it aped 25-4% yaars 458
redurhished 1:4
Equiprmen: m3
+ 37 per cent replaced 3R
FurnilLre 0 oz
Uther zusels T 5
Tolal 1,358 B2

Sodrce: Ceebls, 4 {19535}, Queansiand | fagpial Caprtal Suney.

The survey was based on replacement value with some enbanceents (eg air conditioning),
und depreciation rakes of 3 per cent on Suilding, 8 per cent on equipment, and 6.6 per cont on
fumimre and filtings. Thuse cstimates differ from he material collated by Arthur Andersen for
the whole-oi-government balance sheet in Valume [ (Chapter Foar). The Athur Andersen
study inctuded health capital assats other than hospitals, vsed depraciation rates of 2.5 per cont
on buildings and 3.2 per cent on plantequipmens, and did oot expliciily addeess the issge of
uprrading of capital assets. Using either approach, the current forward capital program of
£1.7 hillion over ten yeers from 1993-94 would seem adequate, and 2llow for some wpgrading

fsee Saction 9.5}

(3 course, cxtimates of asscl replacement costs are based on the concept of mameaining the
viglug of hospital assets over fime, T not necessarily their form, 1t does not imply that all new
cgaipment will be identical 1o the ol or that the replacement of older huildings, for example,
will always take place on the same site and in the same configuration. ladees, characteristics
of axisfing hospital infrasmruchire sugpest that past invesuneit has been less than optimal;

. Crver all hospitals, the everage area per bed it Chisensland was 158 xquare
metres or 13 per et belaw the average reported for other states n a 1951
national survey of pubiic hospital capital ™ This differcace arose almost entirely
i the fwo mein teaching hospitals (Boval Brisbane and Princess Alexandra),
where averape areas wire aboud 30 syuare maltes per bed below those in
cquivalent hospitals elsewhere in Austealia. At the other end of the seale, 1he

1 Dechle, T E199Y), Paddic Hagpenat Capfral Snedy
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average space per bed i smaller CQueensland hospitals was aclually mora
penerans than was meesured o lhe other states,

. Equiprzent valias per hed woere marginally lower 0 Cueensland e in the other
States. However, as tor hospital buildings there was a much larper difference for
eacking hospitals {about 20 per cent lower than the national average), and
eguipment values for smaller hospials were actoally slighly above the averap
i1 the other States

Of the space m surveyed hospitals which was aver 45 years ald, almosl §& 00 square matras
for 40 per ceni) was in the Roval Zrisbans and Roval Women's Hospitals, A fuether 1] per
cent was i the Mater comples. Over nulf of the pre- 1948 space in these hospitals was used fer
[npatient services and rearly atl of it dates back to the 19305, These older areas no lonper meet
cilher medical denands or paliznt expectations, and refurbislurient would not be economic
compared o replacemeni.  Clearly those sgress mesd be zinong the highest prloritics for
replacement.

Economic Analysis of Hospital Costs

I an analysis prepared for the Commission of Audit,™ an ecorocmetric model of averags
recurrent end cupital costs {ie depreciation) was estimated. A sample of 44 hospitals was usad
tn the study. ranging from the vory small (Yarrabah Hospital) 1o the extremely lerge (Roval
Brishane group).

The econometric model sugpested that, by increasing their rale of capacity ulilisation, hospilals
could make significant cost savings: a 10 per cent anerease in the case flow rare leads, on
average, fo a 4.4 per cend Tall in averape cosls, bol for some hospitals this fgore would be
considerably bigher. In dollar terms, this cost saving would be 5142 per weighted inlier
equivaicol separation (i & measure of hospital cutput adjusted for casemix camplexity}, or 366
million in total across the sample.

Very wide waristions in average costs wers found for Queensland public hospitais, maindy
driven by diffsrences in capacity utilisztion as measuned by e case flow o {delmed as
weighted inlier equivalent separation per square metre of fioor avea) (see Table 9.7}, [lospitals
outside soukh east Quecnsland tend to have higher average costs, in most cost categories, than
those in gouth east Queengland. This iz mainly due w hicher labaur costs, and the
undes-utilisation of capaeity which prevents the streading of fxed cocts such az depreciation
and adminisiration cxpenses.

W Fahrer, I (1996), An Noeawcniic Al (s of Hogpied Cogts W Dneersiond,
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Table 2.7

Gueensland Hospitals: Capacity Utilisation, Average Costs and Lenglh of Stay, 1994-85

Awverapa Caske

Langth of Stay

Hospital Hame Lase Flow Hate - Diys
Royal Zrishare Group el 3323 b}
rrincess Alexandra 253 3 B0 R0
M ater Misercordias Grous 1) A3 25
Fripwe Charles N N 5.0
Gl Coast hEs 2,757 43
Tesmweasn P D NA% 3,408 4,1
Toswney:[le Y 3,005 4k
Cairns Tase DEs 2,008 32
Mambour e 22 15
I pswich AT 2./18 33
Huchharnpton Base 337 3977 &7
Fedediffe ez 2504 4.3
Jueen Ei-zabeth I Jubilre 0.9 A.524 3.3
Bundabe'g 45 2 nfa 4.
M ach sy G EG 2,135 32
M aryborough Ja44a I a.7
| cvga HRES 2400 Az
Moranl 15a DA% 3123 is
Gyraoie =1 2871 41
srnistail s 3112 &,
Caboolture JETY & 6a0 a.z
Warwick &1 4,224 35
Atherton 353 1,R77 s
Ao nés 3053 4.4
Hirweair Women's 71 2643 4.0
Etantharpe 323 2 906 40
Charkers Towprs D 2o &8l 24
Charlew e 1% BRIT a7
COORreACT: L&D 4 958 15
“Aassmean Nz 2276 4.0
Jesudeaser] Ge3 1.761 ER|
S roserf e (43 2,085 4.3
Calgundra 075 2 a7 KK
Waonda 0.od 2,707 iz
Darcalding 13 7125 145
Y REpOTr 033 3RIB &7
S5 18 4819 =% ]
Wurdubbers 020 3474 131
W aleny 020 2581 !

Harsnga 03z 2,132 5

SGinGn 011 foAra 2.0
Sanna 04ag 2514 ig
Gordonvale QB 2,124 nh
Y arrabah 1.50 LT 38

arJdree Fahrer, ) {2330), A% Docoanuc Anafpals of Hospra Costs in Jusenslang,
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The analysis of long-run costs suggests 1k, up fo an area of sbouwt 120000 square matras,
average Costs IAcrease as mospital size increases, prolbably due to the lwwpy and expensive
neture af investment in eguipment. As il happens, hirecver, e haspital in the sample s near
miz point. All except the Hoyal Drshane group are smalter, with the larzest of these, the
Princess Mlexandra Hospital, having a capacity of 97,405 square meetres, 2l considerably loss
than the point of maximum cosl. The Rowal Rrishane, with a capacity of 174 %95 square
telres, b4 considerably past this point.

The capital survey and scanomfic analysis raize 1251083 abouot the desian and location of hospital
infrastructure i Queenslaand.  The nature of tae current infrastructure will not support fhe
projecied service demand med the sipoificant changes which have occurred and will combinoe to
occur i clinical practice (zee Section 12.1% Tor sostainable hospital services by the tuture it is
imperative that strategic decisions about service delivery, including investmicol in health
infrasirngiere, are desipned 1o cnmere improved usape of hospitals,

Asset Management

Some misdiracted mvestment in hospital intrastructure has resnlted in refatively Ligh
maintenarce coals per uni of outpur. In additicn, o Ace appreaches 1o mainterance have ool
coniribated to efficient ase of mainlwenance services.

According o ils Physteal Asset Swategic Plan,™ 1he Department las recently commuenced 2
thal, at present, the average annual mailtenance cost tor major meirepolitan hospitals is three
in live per cont of their replacement valee, 2nd thal there is alse a considerable outstanding
maintenance [iabilicy.  Civen relatively lower utilisation of non-metropolitan haspitals, unit
meurtenance costs lor such hospirals conld be expecied 1o be cotrespondingly higher,

Fallewing the completion of the cutrent capital works program. the aumual maintenance coss
for metropuiitun hospitals 1s projected o reduece o around 1.5 per cont of the replacement
valna, and the vast majoriry of 1the ourgianding maintanance Hability will be aveided. This will
enable a significant redoction i anawal mainienance expendituie,

A comprehensive aszet management program iz being developed in conjunction with the
veview of the role and functions of hospitals, including a maintenance planning framework and
manuzl. This shovkl help fo engure That maintenance sirategizs ars developed and por in place
tor each tacikity.

A Qmeenslandg Health
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9.5 Future Demand

Demand For Health Services

Crver the past ten years, lenuth of stay in public hospitels has heen falling, while admissions to
hospitals have increased. The decline in Tength of sluy putweighs the increass in admissions to
faspitals resutting in a need for fewer hospital heds. Across Ausiralia, hospilal length of stay
fell from 6.5 days in P9RS-RE bo 4.4 chavs i 1994-0%, 5 reduction of more than 30 per cent.
Changes in medieal praciice, new and beber drugs, anl bess invesive surgical teciimiques have
contributed to decreasing lengtns of stay. These wends will contintie with increasing use of
murrie-day surgery.

Queenstand has also expericnced declining lengths of stay, fom 6.9 days m 1985-86 1o 4.4
duys i 1994-25, The number of hozpital hods hus alio decreased. I 1985-86, there were
11,807 public acnic hnspital deds in Queensland. By 199495 this number had fallen by 2,138
to 9,769, which indicates subsiantial idle capilal capacing,

The ruraber of patiemis trealed in Queensland peblic hospitals, however, has steadily risen
from 402,816 in 1985-86 to 606,017 in 1994295 (see Section 9.1).

Demand Projections and Service Planning

Planning of heaith services 1o meet futire needs i a complex pusiness.  Planing parameters
include:

ol population growth and apeing,

. changing mods] of care, inchuding declining leneth of stay in acuie tacilities and
tnereasing ambulatory care, deriving from.
- technological changes, such as impruved drugs, [ess invasive surgical
procedarss, and safer anaesthetics, and

- a shift from crisis infervention towards a more proventative approach;
’ redistribution of services to population growth areas. halancing:

the aptimum Jozation and siae of various types of health facility (ie having
rcgard fo the need to use skilled staff and capital sssels woan cilicient
marner), and

- the need for services wo be reasonably accessible to consumers,

in relation to haspital services, current prajections are for a decline in e number of public
acure heds from 9,805 19,177 belween June 1994 and 2006, This is an overalt decline of 632
beds or 6.4 per cent. In effecr, popnlation growlh will be cotweighed by a shorter average
lerpth af stay.
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I the Drishare metronaliran area, this is reflected in a small decline in the prajected nomber of
inpatient beds reguired, despite projectad population growth ot 23 per cent between 199)] and
2008 Within that averall projection, however, signileant redisinibution of services s
anticipared. i‘or exampie, bed numbers at Prince Charles, Logar and Pedland Hospirals should
grow, but this should Le offset by reduced bed nwnbers at the inner metropolitan Faoyal
Hrishanc group, Mater cormples, amd Princess Alesanedra/Checen Elizabeth 152

Gueznsland Mezalth’s current acute bed projection methodofogy takes account of both fulbre
population changes and projecied clinical trends for admission rafes, lengsh of stay and day
procedurs rates;

. Population projections are the Depariment af Dacal Government Mediann Serfes.

r Projected clinicat rends are bazed on mathematical prajections of rates of change
occuring over the pask ten years it Queensland. The mathematical projections
for lenpth of stey and day procedure levels bave been capped at levels considered
to be achievable upper tmits according o the views of clinician peer sroups in
Mew South Wales,

r The projections represent 1993-M patien? catchment [ows.  Where new
hospitals or services have been developed the projections will not be accounted
for by these projections (eg Logan and Caboalture Hospitals),

* A length of stay of one day has beea assigned to day-only sepacations.  This i
comyidersd very panercus az the majority of day-only patients wourld not stay a
full day and much achvity recorded as day-only does not require & bed.

. Bed oceupaney tevels of # per cent Jor hospiluls with more than 300 hads, 75
per cent for hospitals with 100-300 beds, and 70 per cent for haspitals with lass
than [00 beds have been assuned.

Decisions about service delivery have ostensibly been linked 10 Cueensland Health's corporate
plan wia the development of Regional Service Plans. The rew Districe Health Services, which
replace the previpus 13 Regional Health Authorties, are developing more localised plans,
Essentiatly, “top down’ demographically based deinand projections will be reconeiied wilh
‘hottom up’ service planning by Disirict Health Services through the new Planaing and
Systems Division. [f service plans cannot be resolved at ofticial level, then options may be
prepared for consideralion by the Govemment.

Survice plans are eperaticnahised through centrally contrelled erpendilure on fxed capital
aseets and black grant fuading of facilities. Priocittsation of capital investnent 12 undertaken
cetitally through the Capital Works Task Force, following pricritisation of service needs by
cach Mistrict Healtl: Service,

However, witlout accurate nfonnation aboat the fult costs of altemative approaches o service
delivery and appropriste incertives for health service providers, i s difficolt to swe how
recuired sructural chanpe in the system (ie an improved balance benween inpartient care and

it weFay, B (1993, Sl St Quesansbiond Mivcpn tal Serveces Plonniogy Frofoc
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ambulatary care, improved continwity of ¢are, chenges to the role and functions of hospitals,
and 50 on) can be achieved.

9.6 Options for Supply

Key Points

. If the existing haspligl admisifon rees and approach tp service defivery
continue, fealth services for the populution of the State, whick is eyeing slong
with the rast of Austrafia, witl creais g envy finoncial hurden.

* If quealify Health sorvice Fevals are fo be susmined, stralegic decisions abost
yervice deliverp misi

- be bused gn e fil), fransparent cosis of alternarive approacies,
- pravide meenfives Jur bnproved productivity, ord

- crisere fnproved capactty wriillsatlan.

Future Resourcing

Forwapd estimeates of expendiure are as shown in Figere 9.11.

Frgurme & 11
Quesnsland Health Expenditure Forecasts, 1996-97 to 2005-06
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The firrascd gstimates show a compound growih rate of 2.4 per cent, which is significantly less
than the growth over the past ten vears, Key elements of the farward cstimales are ax follnws:

- unnual funding inercases lnked to sge-sex weighted population growth:

. a three-year, 361 million program to address hospita] waling times tor efective
SULBELY,;

* $21 million owver three years 10 enharee commmanily-haved mental bealth services,

mcluding  additiona’.  clmical  =iaff, addinenal suppart  for  community
organisations, and expandad chid and vouth mental health services,

. Bi 1.5 mitlion over three years to improve primary health cane services in Cape
York and the Tores Stmait, inchiding additional health weorkers and the
cornmissioning of 11 aew commuiity healih centres, and

. S1.7 Lillien over ten vears froon 1993-04 to eplace and upprude bualth capital
infrusiructure, ocluding an additvora® $75 miilinn aver [995%-%6 and [998-97 to
vpprade specialist equipment and accelerare the rebuilding of orevopalitan
hospitals.

Moting that a slight decting in acute bed wnbers 1s andicipated aver the next 10 years {yes
Section 9.5), und given thal inpaticnl services are relatively expensive comparsd to other
models of care {Nection 9.3 refers), thiz projected growth in expenditure should be adequaie.
In eftect, a changing medel of care and improved ellicieney asre expecled o partly offsert
demand deiven by popubation crowth and ageing.

Huwever, maintunance of ckistiog modes of health service delivery combined with projected
poputation growth and ageing would inmpose a heavy cost burden over the next few decades,
For example, if it is assumed that thers is oo funther reduclion in average length of stay, and
thatl cxisting under-ntilization of hoapitals contimzes, the number of haspritzl beds tequired will
increase by 28 per cent within ten years (see Figure 9,12,
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Figure 9,22
Frojecied Public Beds, Quesnsland, 1506-2006
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Figure 313
Projected Additiona) Health Expenditure Due to Population Ageing, 1996 - ZDZE
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Even iF it assuwmed thol thers Is no real incoease i health prices {a rather wnrealistic
assumpiion), population apeing alone will inerease the annual cost of health services by maore
than one billion dollars {in cumrant dollars) within 20 years (see Figure 913

Lwolution of health services with a greater emphasis or home-based and curpatient treatment,
as opposed (o bed-based services, is most desiveble. This should 2nable the health care needs
uf pur apeing populalion o Se meel withoul any duninution of health services or coleonwes.

Qutput Based Funding

Mast Qrpanisation for Fearamic Cooperation and Developmuenl countrivs are facing similar
issues in the bealth care secior, mncleding increasing costs, problems with equirable access,
increasing demand driven by ageing populations and rising expeciations, and quening, Ther
exist a ranme of funding systems for hospitals in Organisation for Feonomic Cooperation and
Development counivies, each with its own strengths and weakneszes.

With &fnck granis or global budpers, Fospitabs receive anoannual hudpet to cover all of their
services, usually excepting major capital spending. This is the -oain payment approach in most
counlrics where tihe goveriement is the main provider and funder of health services, including
Austratia. Ulock fundmg provides a direct mechanism to contain spending, but few inceniives
to impreve efficiency. In particuiar, block funding fails to generate price and ¢tfactiiveness
data on medical treatments.

Becl-elery paymenis provide hospitals with a flaf rate fee per occupied bed were found mainly in
publicly funded syscems with a mixturs of public and private providers, Private hospials in
Australiz ave still rennbursed in this manter. Overall hospizal spending is capped, in effect, by
tewtad howpital capacity; however, suppliers face incenlives Lo leer pationt teroover and
prolora lengths of stay.  As with block grants, findnp decisions do not incomorate
information on the relative costs of different weatments.

Fee-for-service methods pay hospitals according to the ‘ndividuat sarvices provided. These
generally exist in systems with predenineatly private providers and mueluple rsorers such as
i1 Japan, and until recently, the United States. Macro expenditure control is relatively weak,
with suppliers facing incentives to raese the quantity, quality and prices of setvices,

Foumanns-per-rase set feez praspeciively, according o dizgnosed medical condittons and
standardised trealment costs. Payments based on Diagnostic Belated Crovps were infroduced
o the United Slales' Medicare program in 1983, and wre now heing implemented or
considered in most Organisanion for Leodomic Cooperation and Development countrias.
These come closest 1o being output-based pavmants, henee facilitating competitive contracting
(o0 rreatments, and conslraining suppliers’ iocendives to increase service vofumes. They
provide incentives far suppliers to increase tumover (ie reduce lengihs of stay), althaugh there
i5 some risk ther suppliers may classity patierts intg more highly remunerated diggnostic
aroups. [ the seperation {ic the case) costs more than average, the service provider bears the
addittonal cost. |f the cost s 1gss than averape, the provider keeps the savinps. This creates a
link bebween resource wie and patient care, and provides an ncentive fior cost containment and
spceialisation by hospitals o arcas of compurative advantage.
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Information yielded by swput-basad funding mechanisms allows decisions to he made abot
e mast cfficient gnd effective allocation of resources at both operastional and sirategic levels.
That is, individual clinical areas in hospitas can allocale e owie resources more effectively,
ared inere optimal decisions abour service provisicn and capital imvesrment can also be made
Mast importantly, such funding mechanizms allow the system to respond dymanuically o
clhange. Prices are constantly reset by reference 1o hesl-praciice hunchmarks, period by pericd,

Competitive Frameworks

An approgch to capruring the benefits of a competitive market, while providing mcentives for
elficicney and eguily is the structural separation of funder and service provider, which iz
designed to

- facilitate . competition  batween  providers, with consequent advantages in
elficiency, quality and access,

. enable the funder te acl primarily in the inkerests af the cammunity or constmer,
. ereate an incenrive for evaluating effactivenass; ard
. enable services to be purchased for a designared population group, or individual,

which vrosses agency boundaries, thus enbancing continuity of care,

United Kingdom
A number of reforms were implemented todhe Satana! Health Seeviee i 19912

» In liey of block grants, MNatoral Health Service hoopitals were offered the
opporunily to establish thenselves as independent, self-zoverning trusts, with
funding coming from the revenue they pencrated for pativnt serviees, They ane
subject to ¢apital charpes and cash limits on barrowinp, but are piven the
possibility of enfoying a very larpe degree of awtonomy m regard o the
techniques and approach they adopt for the manzgement af 2l theie resourees,

. Listrict Health Authorities and General Practice fundholders ame able 1o purchase
seevices in districts other than their own, paclicularly alastive hospital sarvices,
ples a range of heath-relawd services inchubing disgooecs, preseriptions, and
COMMUnIty NUrsing services.

- There is comoetition amongst funders as weell a3 providers. Funders iaclude
Diseriet Healih Autharitics, Genery! Practice fundbioiders, and private insuers.

0 {wpanisation for Toenomic Conparation ond Devalopmont (L995), faree ol Marbees i the Makmg.
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‘This approach refies on the power of almost tragditional incenrives. Since the notien of profit
Zees qat apely, it is replaced by incentives linked to the size and growth of the establishment,
its prestige, and the perfonnance of By muagers und profissional stuff 2

The prices that hospitals charge their customers act as the merkers for reallocating business
between different supplicrs of hospilal and other heslthrelaled services. The cquivalents in
rhe market economy are internal ransfer prices within large arm:ps, when those are allowed to
refiect costs, as in the auction svstem utilised oy Qeneral Motors for choosing the factory in
which # particidar model will ke prodoced. A lerge volume of internzl invoicing fur indivitual
services is ndl NBCESSArY.

Farly indicatinns are guile positve, with suhslantial improvements intechnical offieizncy,
increased day-only cases, and reductions in waiting times #  Cne interesting development i
that Crencrat Practice fundholdars seem ta have done a betier job of purchasing than Drstrict
Ttealth Autharities, which suffer from a lack of conlracting skills snd detaiied medical
knowledge,

Canada

‘Fhe Capadian health care sysiem 15 made up of ten provincial and two territorial public healih
inurance sehomes, cach of whicli s aniversal and publiely funded ¥ Heabth-care provision
consists predomumantdy of self-emploved physicians paid on a fee-for-service basis, and
nol-for-profit hospitals funded via Llock grants. The systemn s quite heavily hospital-based,
with a relatively hiph number of beds and fow expendliture on communily nursing,

Total health care costs have riset quite rapidly and, at 10.2 per cent of gross domestic prodect,
are now e second hithest in Orpanisation for Ceoonomic Cooperation and Oevelopment
naticins, These cost oreases are attributed (o supply-sice factors, incloding Tising tpat cosls,
deelining, produclivity from dininishing reloens on lechoology, and physician numbers and
their mode of payment. The reliance on quanbitative budget controls alone is limited In ns
ability o encourage efficiency gains.

Consequently, a2 kost of measures desipned ro increase acconntabiity at the leval of funder,
provider, and cottsimer are being cotsidered. One of the most positive examples s Quebec's
remuncration corinds on physicians, now being followed by 3 number of olher provinces.
Thizs may he reparded as an intermediate step towards United Srates’ styvle Health Maintenance
Crrzanisations o the Umited Kingdom®s General Practice fundholders, Possible featwes of an
irnpronved system are shown 1o Figors 914

= Oirpanitatior foe Feagomic Cooperation and Develnpmem (1997), Aerbed Salabiae in Hangerfols
“  Organizaiion for Ecomamie Cooperation snd Developrxent (1995), op. cit.
S Qrpagisutios Tor Eqostnmie Canpealion snd Deve lopezwen? (190937, w. =il
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Figure 9.14
Possible features of an improved system
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New Zealand

At the core af the struclueal refurms in Mew Zealand was the creation of 2 competinve mdustry
and & peeudo-macket. Arvea lealth Hoareds, which were previously both funders and providers
oo heally cace for their communities, were abolizhed. Four Kegional 1Tealth Acthoritics were
creared, These organksalions are responsible for purchasimg bealth cane services. At the same
time, 23 Crown Health bnrerprises were alse crcand which ae required to operate as
coemenercie] oeganisations and compete far the cervices that the Megional Health Authoritics
demand,

Australia

When the Medicare Agreements were updated in 1993 it was agreed thar the Sraes and
Territories woitld work toward:

- establishment of 'a nadonally consistent casemix-hasced management and
information svstem which could serve as the toundation for altemative hoepital
based funding’:

* sdoption of casemix measures for the distribution ul bunus payments; and
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. wie of Australion Nattorad DHagnosis Related Groups for charging purposes 1o
cases where a person whoy sually resides in one Stafz or Terrdory s admined to
hospital wy a differcar State or Trrritory

Yictoria

Wictaria intnoduced casemix-hazed fundimg for public hospitals in 1943, which provided the
framewark for substanbial micro-economic reform and wnproved techncal efficiensy,  The
Vicrorian introduction of sasemix lunding is characterised by ooc central purchasing autharity,
as disdoct from the tegional purchasing orsanisations in the United Kinpdom and Mew
Fealund,

A Conunonwealth review of the Victorian cesemix funding system found that the system wias
well devived and appropriaie, alboogls there were fssoes reparding the brouder streelare of the
healeh syetern im which the hospirals operate. In particalar, the Dommenwealth noted a lack of
broader plantting mechanisms o more equitacly aliocate tesources. However, the casemix
fmading system was seen (o e sufficienly Mesibkle o allow for the introduction of this dlement
of service planning.

In responge, the Victarian Covermmuenl convered ihe Meiropalilan 1Eosnitals Planning Board,
which has proposed the creation of seven pravider networks, five o be ceographically bazed
and Lwo Ee have o neore specialisl focus, ™

It 15 worth noting that casemix-based funding in Victoria applies o a number of significant
hospitals which are nol publicly owned, but which treal farge nembers of public paticnts.
Thesze inciude Saint Vincent's liospiral, Mercy Pohlic 1lospisals, Bethlehem Hospatal, and the
Caritas Christs Hospice, which are owned and operated by Religious Congregations of the
Rarman Cathelic Charch. 1t s andicipated that the new weltwork Boards in thal Stale will
negoliate service agreamenis with such denominational hospilals for the delivery of specified
services over 4 specified time period or specified conditions.

{lueensland

In Cueensland, the Casenix Based Manapement and Futding Syseem was ntroduced on
sunuary 1995 will the csta®lishment of processes to manage casemix at the operational ievel,
I'rom 1993-96, casemix informadion was to be used to manage and develop haalth services on
a Statewide and local basis.  Transitional pavmiedts, which make up the diffarence batween
cuch hospizal"s casemix budgel Hwhen thas is less than its historical budget), were 10 be reduced
by one third per anmum nver three years o hring historical bedgets inte slipnmenst with
casemix budgers. Thess savings were 10 be wsed 1o enhance services elsewhers in each
Rugion.'

The latest restructuting of public health services m Queensland Las eliminated the [2 Regional
Health Autheritics snd replaced thene witle 39 District Health Services, penerally based arownd

. Mt ilag Hospilals Planning, Board (19957, ."}.-r-.-'.".llfap.'r.'__l.; Modbeacer e s Tkl Netnewrk
T Duaeerts land 1lcalth (1994 The Casertls Model for Queensdomd Prblic Hosphals, Polcy Paper fhoee |}
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a sipnificant hospital. The Casemix Based Managemient and Fanding System will continue 1o
aperate in Quesnsland’s public hospials in 1996-97, although the focus wil be op Dhstrict
Health Services rather than on the former Kepions,

In the absance of full, mansparent aceroal repoding, the Casemix Based Management and
Fundiug Svstemt was based on cecuwirent costs oniy.  Many studies of hospital costs cxaming
only recurvent costs fic de net inclode capital costs via depreciation). This 15 a major flaw tor
bwo reasons: capital cosis ate a major compencnl of hospite] costs, and the propostion of total
eosls aeeounted for by capital costs can vary greatly between hospifals. Since depreciation
varies relatively lile witl Lospital cutput, bot recurrent costs vary A great deal wilh output,
hospitals which under-ukilise their capacity will lend b bave a kigh propoction of their cosls as
depreciation. On the other hand, recurrent expenses will tend to be deminant in smali hozpitak
which tend to provide relatively simple services and, conseguently, have relatively ey pensive
cguipment,  Thus, depreciation expenses shonld be included in any complete anelysis of
hospital costs

9.7  Strategic Directions

Key Points

. Market vtvpe mechanisny which allew competition between fealth service
providers have beas shown 1 improve the efficiency awd effectivenesys of health
FEFVICEs.

{ontemparary research on the provision of health services generally shows there are benefits
to be gained fram imposing aspects of competilive behaviour on public heaith systems
Howuver, il is also evident that, due to a number of characteristics of the market for healih
services, a fully compelilive mackel will fail to oreanise sconomic &ctivity in an optimai
fashion.  Therefore, it is necessary to desipn the mosl approprizle, quasi-compatitive
coviromnent for such 2 macket,

The Qrganisatiosn for Economic Cooperation and Duvclopment bas sevicwed the mtreduction
uf inacket-lype mechanisms i the health spherz, and concludes that sich mechanisms have
considerable potential for?

. allocating available resourcss more efficiently smong estabiishments:
* goencrabing produchyvity gains; and
' improving canacily wiilisation,

& Crmanisation for Leasemic Cooporalion and Develepment {105, Cloverunnee im Trassition.,
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Options for Government

Ciiven the history of the public hospital systam in Queensland, it is hardly surprising that there
remaing sioong communily supaort for public hespitals in Queensland.  The chullenpe s 1o
create a framework which will ensure the conlinued provision of eflicient, ealivy public health
services, bt which will allow the health sector to adapt to the demographic and technolopical
changzes of the next century.

Recommendations

al

Ta prepare Quecnslond's hospital system for the future, an independent heaiih
service plenning  bedy cnmpesed of eminent peeple drawn from putside
povernmient  Showld  Be  estabilshed  for o fiwited  period to ke
recommendalions ar, fmer alfa:

* whiclh wryanivational wnits showld have rexpansibifity for funiding of
pailic kealth varvices;

. the approprintencss of the strnctire and geogruphical heindaries for
District Health Szrvives fur competitive serviee delivery: and

- principlex far the location and size of haspiiels.

A competitive framework shoild be establiified within the hospitel and
ambulafory care seciers fn hinprove the cfficiency ond responsiveness af the
prblle health spstem, and to mginicin good peeformance over fhne, including:

. providing funding for hospital inpatical services” stpady defined wnder
Hre cosemic xpstem, ard spcmmpassing full best praceice costs fic i 8
comprehensive accraafs basks, Moleding v capingd charge to reflect the
cost of the capite? wsed, and capitad consuainptive in G provision of
services), regoiurly reviewsid ppainst competftive benchmearks;

. Junding privatz qud no-for-profl health service providecs on the same
basfs as pablic providers for treating public petienty; amwd

- vperating corporile plipring, Fudpeting aml mgnagement through o
spstem of himding service gpraomenty which §s ‘scamiess' between
pablle, private and not-for-profil providees, with appropriate rewards
ord sanctivas for nen-complisnce.
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Community Services

Key Points

The Deprartment aft Fawedfies, Youth and Commenity Care ic rexponsible for provision or
Junding of @ wide range of community services, inclieding services for oider people, cirifd
cure, child protecrion, community correctiiney for yonmg people, services tv people with a
civabifity, seevices for victimy of domastic violence and servicey to Aboripinal and Torrex
Strait Ivlamder peaple.  Denmnds and spending Aave been growing, reqiiving better
menapement of resenrces finclwding asserst ond u lorger role for exiernal (pPristarily
aatfpr-profif} groviders,

Findings

s Fhile Oneensionid bax the lawest level of welfare services provivien, qas
meisired by the Cammpnwaalth Gravis Cammiszion, B adso hae thz lawest coxt
¢if SEFviCE provision.

. The Department’s budyet huy increaied sigrificantle over the past six years
amnd higs beca supplemeried since 1994-95, with growth fanding o addeess
increased  service denmends arising from the groweh e the reenstand
POpEIAian,

. Cliemi service sfamilards for iivec? service delivery are heing develnped omd
there wre service agrecments  between  the  Depariment  and Junded
grpanisations, Work with etiter jurivdictivas iv required fo developr comparibie
relevant efficiency amil cffecrfveness mdicorars.

' Scope existy fo irorease e Nse af the non-gaverrinetil seerer Ko deliver
services. Chnseurcing would provide s effective means to rediuce costs, and
gair fextbitite, while malntiinlag the quality of ooz to clients, There are alher
eppuriuniies  fo wehieve resource  efficiencier.  including  ratteniifsing
et r-iifsed agseis

9.8 Performance Assessment

The Department of Families, Youth and Communily Care s invelved in the provision of a
wide anpe of services to the commmunity, cither divectly ot through fumded apencros.
Accoedingly, there are twe distingl aspects o the standards of service—the standards of the
services provided dirgetly o comnumiry members hy Departmental <127 and the standards of
sarvice provided by funded agensies,

Sonne work has been yndertaken o define clisnt sorvice stendards Tor =taff with respansibiliiies
for direct service delivery in the area of disability services and the standards are progressively
being imaplemented.  Such developments should be brought to completion, be used 3z a
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leraplale fur development of standands for other direct service defivery areas of the Uepariment
and be widely avaibahle to users of the Departmen!'s services

Thi Theparlmenls rekationship with arganisations it tunds w deliver services is defined through
setvice agreements, afthough the agrecmunts do owal create a [egally binding relaticuship
between funded ofganisations and the Ueparument.  The cliend aueome (ocws of the
apreements could be enhanced considerably with standards of service clearly specified. Ina
moce lintited nurrker of cases, the Department applics standerds ol seevice through 2
regtlatory funclion {eg licensing child care centees).

Benchmarks

The 1994 reporl of the Steering Committee for Roview of ComemonwegithiNtate Sercice
Provigion, in its discussion of the effectiveness and eMicicney of govemmoend Tueded social
servives, noted the significant limtirations in making comparisons betwaen jurisdictinng hasod
an the perforrmance data currently available, dae in the main o ditfersnees in policy variables
between the jurisdictions. {ross-jurisdiction performance comparisen should, at thes stage, be
considered indicative rather than definitive.

An exaraple of the curvenn limisations on comparizan of cala, and tle calent of fundber work
reguired, Is the imcidence of child abuse and neglect. ‘The Ausrratian Insticute of tleaith and
Welfare prepared the following tahle, Table 9.8, on the number of substantiaied cases of child
abuse and neglect.  The dara indicate that Queenstamd had the second lowesd rale of
subrstand imled caves of child abuse and neglect.

Tabic 9.2

Substantiated Cases of Child Abuse, Children Aged O-16 years,
Rate per 1,000 Children, 1993-94

StatefTerrilory Tukal
Mew South Waies i
Wotara 4.5
Gueenslang ER|
Woslern Auslealia iz
Semith Awnslraha 4
Tatmania LN
Adstraliagn Captat lernlery a7
kartbarn Terrery &b
Australia 9.7

Tirres Austrabao nesbibate of Deanh aad wWe'targ £1994%, Austana s keitase
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However, the Tastilule then notzd that the figures can not be talken 25 measures of the actual
incidence of abuse and neglest duc 1o varianees between the jurisdiciions. For instange, in
CQueenziund the daia do not inclade cases of child abuse by a person noi living in the child's
home. These are matiers for police investigation ratiier than inteovention by the Depaniment of
Znilies, Youth and Communizy Care. There ane also diffiecent oriteria used for substantiation
in a number of the jurisdictions, Sanilar imitations arise in attsmpring o identify comparable
measures for indicatars such as anil cost and c2sponse thnes o commuence 2od complem
invesligalions,

While it is understood that spnificant progress has been made during e past year i revising
perlformunce indicators and data standards for the child prateclion arca, Quecnsland should be
pro-active in the develepmant of agreed performance indicators between jurisdictions for the
broad range of cotamunity services 1o cnable compurable analysis of the State's performunde
in the comemunily service area,

9.9 Resourcing

Key Points

. Bihile Queenstand kas the fowest leval af welfare servives proviviom, ax
mecakured by e Commpnwealth Gronts Comumnission, & ofve has the fowes? cost
of servive provision.

. the Depariment's budget has dncreased sigriffcattiy sver Mg pasy 5iv yeary
and fras beent supplemented sinee 1994-95 with gprowth funding lo address
fncreased  service demares arisfeg from S peawth fno e Chrsensiond
frepalarion,

Using the data collected for the Commonwealth Grants Commission's Reporr on Cenera!
Revenue Crard Relogivities 1996 Updee, 1he lavel of service privision in Quecnshasd, as al
PWi-95, was the bvwest of all stales and terrivories ap 699 per cent of the Augstralian standand.
However, Oueensland also had the fowest ot ol service proviston of any jurisdiction, at $7.0
per cent of the uverage,

The budget of the Depatraent has increased, in naminal wrms, from 3153 miilios in 1%383-00
to $472 mitlion in 19959, Pant of the explanation for this prowth in resources relaies in
transters of Funceions betwsen movernment depactrocats, transfers of fundmg which was
previously held cenirally feg accommodation lease costs) and incremees in Cosmnciwealih
funding for specific progrmns, most notably weder the Commonweabth/Seate Disabiluy
Agleernent.

llowever, there has also been o significant increase in 3tate recources direcred w child care,
child protection, juvenile justice, responding W the meommendations of the Royal Commission
inter Aburizmnal Deaths i Custody, pensioner and seniors concessions and the vveall iesource
base of the Nepartmunt.
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As the population of Queerisland has grown significantly in pecenn years, there wilt have heen
surme impacl oo e demand for the services poovided throwgh e Depariment by dils growlh.
Lard 19%4-25 o number of specific finction: of the Department reesived additinnal funding
besed on the growth of specific sectors ofF the popalaBon (&2 the Aboriginal and Tores Strap
Islandder population).  Howewer, smez the 10095 hudgel, the Departenent has roccived
additional funding for general population growth applied o a beoad proportion of its bodzer,

Low accupancy rates in some of the Depariment’s capital assels, such as the Owtlock s
Boonall, Corrgenor in Townsville, Yengohah and Warialda in Brishane, supgest thar such
assely are nab uliled cost-eflectively,

9.10 Future Demand

‘Ihere are no major wariations expecied o the expenditure pattarns deptoted in the
Department’s current forward estimates, and expenditure can be expected to grow broadly i
line with pross siaie prodecl. Apad from labour snd releted costs, e meost sigoifieanl cost
drivers tor programs are population growth and the impact of chanees in Commonwealth
polivy.

[t is expected that the Aborigingl and Torres Strait 1slander population of Queensland witl
srvy Trom approximalely 70000 (2.4 per cunl oF e papulationd i V921 1o S4.000 i0 2001, un
increase of 34 per cenr, which is significandly fastar than population growth averall  Hawever,
mest direet service delivery functions for Aboriginal and Tomes Siad slander people (eg
hzalth, =ducatior:, housing) have bacn maingtraamedd Aand the population geoavth will have s
more direct impact on the mamstream agencies.

Az the Gueensland population azes, the cost of Pengiongr ancd Seniors Card crncessions will
increase, given a no change policy position. From 1934 1o 1995, the percentage of the
population aged &0 vaars and over inerased from 146 ner cenl In 15 per ceat. 18 is esiirmaled
I ircrease o 15,3 per ent by 2001,

In addition, childeen bom with disabilibes and people who sustain disalling mjuries are
increasingly likely 1o survive for lenger periods and are likely to seek diszbiliey support
gervices  Arathor prowdl deiver inservice deinand in the disabality ares will be the apeing of
principatl carers currently providing informal care fo people with disabifities living
houwseholds, This age group comptises more than 30 per cent of 211 principal carers aged over
I'5.

.11  Options For Supply

Key Points

. Scope exisfy fo Ircrease e uqse af e noxn-poverament secter to deliver
services. Dursenrcing wenlid provide ar cffective means 10 redice cosis, @il
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main flaxibiliny, while molntelning the quolity of care fo cfiesrs. FPhere wre
ether opporiicaifies fo acligve résource efficieficies, Bcluding rationalising
Hrdir-HIRRET assers,

There is scope o cost alfectively ofilse the nar-government seoler by deliver services
curtently nrovided directhy by the Department. The cutsourcing of variaus functions would
pravide an effeetive imeens 10 reduce cosls, create more flesibility within existing services and
improve arganisatonal performance, whil maintaining the qualily of care to clicnts,

A major proportion of the budgat for dwect servics delivery of disability services compeises
selaries, wapes and relared cosrs. The nom-government sector has more Mexible gmploymen
aptions. Signaftcant potenhial cost savings are availeble i the aree of accommodation support
thraugh ausourcng to the nen-govemmenl seclor those services cunertly provided Brougl
the Department’s Allemative Living Service housez o peapla with an mezlleciuad disahility
und low supporl needs. The Dzpartment has estimated that petween 30 and 33 per cent of
current cirents (160 fo 2173 people) wonld b suftable Tor transilion.

Chhur services correnly provided directly by the Depastment, which could be cutscurced 1o 1he
nan-govamment secior includa respite cire, comanunily participation, disabitity resouree and
ASSESSMIENT TEA0T Services, canmunity cormechens for juveniles and aspeciz of child prosecrion
LLPYACCS.

As the wse of the ron-Govenunent sector and outsourting inceeases, here nesds 1o be g clear
contracwual eslarienship ketween the Depanimant and e organisations providing the services
o e vinbous cliens groups.  As previously discussed, service agreements are in use D &
number of the Departmont’s programs. Thes: conlracts should heve o clesr suieome focos
with the quantity avnd quality of services specified such that the sutcames expected in exchange
for the provision of funds are caplicit. The outeome contracts would be a further snbancement
of the current service agrasmants.

Outsourcing of Disability Services to the
Not-for-Profit Sector

Background

The Tiveoon of Disakaliy Services swithin the Department of Faolies, Vouth and Community
trars provides a ranvs of cemmunily and resithential seevices for chikieen and sdoits whie have
an intellectual disability, their familizs and care-givers. Services include direct assistance with
persons] care and daily living tasks; counselling and support, family education; assessment:
therapy and spesialist intervention, training in Ll skills ibevelopment; srrangement of respite
accomymodation incluoding in-home and out-of~home  suppost;  assislance i arranging
pennanenl accommnedzlion; and activilies o promaole com:munity inciusion.

Civision of Disability Services provides services throvghour the State o 19 arca pffices,
121 Alreroative Diving Seevice biooses and onits, 3 Rural and Rermote Arca Service, Hireo
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villag, two residential centres and a ranpe of reapite care aptions, including 12 respite care
centres.

Service prowision s mided by the principles and objectives of the Queensland Disadileny
Servicey Aok JUED and a mumber of current philesoplical trends in the disability ficld, which
cmphasise participation and vclesion o the commemily, developing prtential for personal
growth, mdivideal choice and preferences, consumer panicipation i decision-making and the
least mtrusive service option. The previous Goveroment endosed the future dircetions of the
then Diwision of ITntelbectual Thsability Seeviess and outlined the core services of the program.

The core services are refiective of the propram’s areas of expertise and are axs rilows:
. cceumtmodniivn support 1o pzople with bigh and complex support meeds, with a
p:arliuu!ar fineus on reople with seriously dissuptive benavicors:

- Epeck fntervantion ond therapy, which addresses rthe impazt of rhe person’s
imefecinal disability on their funcrioning; and

* freciviciercel wead Jamilydourer sappreed, which ncludes sureices such as counselling,
famnily edwcation, crims management and the provision of information and
advice,

Services to bhe Qutsourced

A opportunity exists for the oulscurcing of somme of ihe duwecl seeviees thal wre currenlly
provided by Diivision of Dsability Services. The Divizion is under pressure o meet e reasing
wnmet need and t¢ provide more flexible services and is, therefore, looking for opportursitivs 1o
rednee costs. The eutsonreing af warious linciions will provice an sffective means to reduce
cosre, crears mrore Flexibility within existing services, improve oroanisaticnal performeance and
address sore of the omed need ssues,

The major proponion of the Diviston of Disabiliny Services operating budged (ic weentor than
BO pur cenl) is tied up in fxed costs related to salaries and wages. It B recognised that the
not-for-prafit zector has an wncreased capaciy Yor maorve flexibl: emplovment options {eg
sleep-shifts, par-titme and Pexible shift arrangements) and therefore has e capacizy 1o operale
wilh zrester Nexihility and efficicney.

As a part of the dentificarion of Division of Disability Seovices core suervives, the Tollowing
acfivities are constdered 2w having, the potential 10 ke citsoureerd:
. accamumerda inn support for reople with low wupport ngeds;

. community linking and participation (ie the provision of dav activines); and

. TS it Senvales.
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The preatest petcnrial for cost savings s in the area of aceommodation suppon provided
through the Altermative Living Service for peopie with an imielleciual disahiliey and ow
suppaor nevds. The cosl fr Division ot Thaabitity Services to provide the round the <lock
accommadation suppari for foar in fives people s B233000 a year. The cguivalert eoxt foo
providing the same level of szrvice within the non-govermment, not-forprofe sector s
16800 a vaar,

Fror o census of the Altermative Living Service that was completed in Novemnber 1995, i i3
anlicipated that bedween 30 pee oot (160 peozled and 40 per cent {215 geopled of Lhe wokal
cutrart clients (534 people) could br catercd for by rhe nor-far-profic orcanisarions,  This 15
vegarded as a conservative estimate.  This translates to reésource savings of berween B2 nullion
angd §3 militan.

The Dhivision catrently employs staff fo provide day activities for Alternative Living Service
clignts. it is anlicipated that all resmirces corrently commilied o these sotbvitics aould be
outscurced te the pol-for-profit sector. This aclivity was not endossed as a covg seryice
because ol the lepislalve requitements of the Disadiline Services Act £892 regarding the
provision of "whole-of-life " services {ie one agency nat prownding ail the services that a person
FeqLires).

The Division currently provides hoth facility-based and in-home respite services to cliznts whe
are Diving, wilk their families. It is anticipaied that all resources currently commitied ko the
provision of respite services could be potzourced to the nol-for-profit scckor. Again, this
activiey was ot endorsed as & core Service as respite services are widely offered through the
non-zovarmment sectir and the privvisinn of 1his service by the not-for-prafit sector is well
regerded,

ALtz pomt o ome, 1t 12 nof anticrparted that there will be any savimge o the budpet from rhe
transition of comimunity Huking and respite services to the not-tor-profit sector, taat rather, that
savinps frum more flexible deplisyment of stafl in the not-for-peo(H - seetor would by wsed o
enhapce the range and availability of such services,

Recommendations

Ui decommmpdarion suppert for peuple with an imreffzcrual disabifine and low
sipporl needs showld be puisonroed fo the non-governmient sector, fogether
with reipite care amd comavozity liekingpacticipation.  3ther functions
currently directly delivered fep resonrce and assessmeny of people with v
disabilite. fuvenife commnity corrections, and oftifd profection) shoufd afse be
revizweid Ly deterntne ose eleneniy wiicl ool be ouisoaroed.

0.4  The efficiercy of alf resoqaree wye sTeooled be roviewed, Including disposal af
winifer-tfifived fuecilities fey Carromor and Warialda), Confraces with funded
service providers should be onrcome-foctised, specifping e quoanin and
giality of services, the bisis of funding and resorirve raanagemend.
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Chapter Ten

Education and Training

Key Points

The Statc Goveriment provides over ane qiarier of fis hadgetury resotrees to education and
fribeing. Thiv iv & safor investment in the seclal and ecanamic fabric of the QGueensiomd
communify. The Conmanwealth Goverminient provides nearly all higher education fiiniding.

Queenstond school education is gperaring more efficlenily then in aher Stides, ard there is
na evidence af thiv being wchicved beenuse of lower oulpni quality or standarids, The State
i, Rowever, wnder pressure for services frem xihool wpe popalativn chaage, and
cencetration of that change i partfcwlar areas. The riefd issie (v school educarion Is bow
wedl wed flexibly Mie avaitahie resowrces are paarayed By pieel e5e Pressures.

Thre Xtafe Fax for mriny yeurs deder-invested in frgining compered with atfier Stares sl (his
has canrribnred re Queensland’s Tow weckforee 58 profile and fow productivity
performance.  TRIS does wot, howoever, tecossaelly rranstals imto o case for increased prehdiv
Sunding, and othar appoctanifics fo leverage adiitional training effor! and contribietiodn from
the private sector, Inclieding both buxineysas ard individeals, reed tv be pursued,

The higher sdiccation sector in Queenslond needy more phaces overall, had particalarly i
Sields of sty whtieh con contribate most W Be State's competitivenssy, piven s indusery
profife

School Education

Findings

. Crreensfand was e fmwesr coxnt provider of goverament scitd ednealiog per
Seandent among the Stares ond Toerritories i 194394,

. A comprehensive raitge oF performance waasires i heing imploemenited and
therr iv ag evidence fo siugped tut the pecformance of the givernment selioel
edgoption Suviemt 5 oany lower than thint af erher Sttes anif Tercifories, with
some evidesce thad Bt Is ol the higher cnid of performanere. Therefare, ifte St
v am efficiemt pruvider.

L] Expeceif growtie in enrafments pver the wext fen pears doey nef aliyn with the
focatipn of schools, and wevw copaciiy iy veguired whille some existing capacity
will fe nnder-redilised,
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Schrool based manugement gpprovches need fo be fnfrodeced fo deliver vervices
apprapriate io e diverse eidnspifasrad Resds acrass e Xtee,

Fhee b ol of axponiditery sy be et to ainggin with  increaserd!
requirenrenty fur resvarce managenens of the sehool leved axowell ax the demand
q,r p#rfﬂrmmrm' JLNKENSFRENT, COFPRCR CRONpes, Belavianr manapsinenr daanid
QECELE profraimt,

The avaifabifiny af finding for efvcation will de moaximised by the Bepariment of
Fdweution, fving responsibilily for policies amd resiieces reqired in defiver fr
fervices, iRchuding  within  grfdeffnss) e copltad essers, waintenance, the
provision af anciflary services suolt as cleaning, and school frunspord,

The grovision of svhord educatinn soross e Stete will be exliunced by procesces

Jor ratiomafication af witere sehpofs ore pravifed, and by affective plannisg and

coordination processes, partionfarly in growil regions of the State, invodving
refevant service providers aod autforitie.

Recommendation

i)

Fhe manayement ool urgonisation of the Depaciment of Education shewlid be
FESrRCtredd amdieriel {8 core hnsiness of soas il eivd feqening, throwgh:

. sofined buved management of proceses une resiurces o ensgre o
resgonyibifiy aud scoennindility for e provision gf cduwcerional servioes
dre placed ot the point of deliver):

* develupment of oppropricte resource  aoffecation weflodntogies whioh
provide an overall alfocarfan thar covers teaching and noa-reaching staff,
premises and ancilfany ared suppror! sevvices Yor scliool-based nrotegenent;

- confiteed  cosumifment fr siwdent pecfaemgnce measaremens amil e
illoeation of revonrces K stdenis 08 4 Reeds fusis, ax Mentiffed through
thaie processes, avd iirongl acoess gl eqiite prograns;

N averall plamning wind ‘costeacd budpelfing’ nereagements uoder witiclt the
frepariineni:

- receiees anthrority for i total reseirces vii o performance or service
agrenedi xedfiag speciiTed moleumes;

- Ras full mawagement controf over the allocation  of  fhose
reppirees - inclieding the purchease of schonl dranspore, Suilding,
refurhishment und mmivienunce of Wfl gssars, project managemeny
services and pravision of wnceiflore services suol as cleaming: wied

. s it FIaclpliiee and efficiency in the Deporitnent's inferaal otfpcoiiong
of Festiroes ffmmg.‘: revenne refenion aaed afler ineenives Jar disposid,
refnvestarant ared reassipaient of resonrces oo acfiicre  eduacativnad
atifeesmes for shudents across the State, williin effective planaing g
coerdiration framenirks, svpecielly in graweli regions.
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Training

Findings

{wevensiund's expendifire per mieasured siileai corvaer fonr af piebiicly peovided
feaining fas cioged with fhe re-Tandiny of i 1994 stetistical eolfection. Subject fo
QeitfifFearians on el compara i, Qhgenstold reviins one of Nie lowasst cass
previcters, Fietoria being e fowest

uecnstumid kay  wmler-ivesied in Stafe traiving relathe fo other Stutes oned
Territaries for senne penrs. Tl v the case boeh for poversmeny, wiich is dovtioant
s both @ prrohuser anf @ provider of traiging, gnd avers of frafning, Caeenstand
{whrich frax relutively fewer lurpe enfecprises compeared with senithern Siates) iv afve
fow {7 sHtErpriss expamditre oo inafdng,. As I otler Stides, fndfvideals coniridete
Rty 8 sriall proporiion o the cost of thelr rainmeg,

The Srate’s workforce fus fre fowet gueolificiution profile for vocetivnad education
averadl af wny Stare ar Ferviiorp, and low skR parerns appear 1 be refated fo the
Stare's fow perforrance in labonr producihin,

Oweesadiamd wevd ot precivefr patel fthe skiltd profite of other Statex, but sven a
wiodlordane reduction of Wie pap I M Rlphest priory greas would reguine mie
eguivitient gf 320 milfien additional resonrces fo Be fourd cach pear for abore efehe
Vears, eiquivelent o o five per cend Fift in predoeiiiy each pear o be gefdeved witl
incraised effort frowi horl purchasses qivd provifers of fraining.

Eesource or service ggreermeris ased fo alfacete fureds o public prowders of training
neeid ¥ he impraved o repicce the henpghpd’ mensare of student confecy frayes
with move iirect measires of SENTE farmarion anicomios, saofr os smodaie foad gl
ceitrse completion rates, aid B erstre that pricing fon o full accmls busisy i
sewetanifly revicenned fer compefitioe hencfuserks,

Alanapement inforsatian sostems Nead re he dmproved 1o provide refiable date on

Jwancial, Mreuglipud ond suipad measores for the publicly fuaded vocatioms!

edecaiien and fraiming syviems in Queensfond, v #he hasis for benciunarking
perfarmiance i For mearsin gl soniand cormprarisans,

Cenpetitive tepidering processes neel 1o be inrednced for the provision of
ffrastracitire uitd ateciflary services in the TAFE yeotor,

Recommendation

2

The {rovermmeny needv o puplement pleoning, badzering amd pumagensany
procasies for % refe ax parehaser ead peevider of vocationa! educotion und
traitvineg, fsed on the priveiples sed vod dn Volinee Tof Biix Repord, with fre aim of
puvimdving produciieiy poins o the walring Srsem and lewereping grevicy
consribations frome aff users of rraining, theapgl aotions which:

. Jrenef trainfng peoviders o the baviy of mdpat sreaires specified (i revoares
FF SEFVICE WPReERIEnG
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. fmcrense Mt proportan of pubidc fimds far iraining wiich 5 sublect Mo
cemipedithve fonder B u plaried way, faking acconnt of fletds of study and
foreafigrns peedds, Witk saaximuny exprension of the rele of wser choice;

. increase uver confripurions from eatarprives incloding tieough pricing and
defiveey seoltivnisas wirich presemd stramgrer icoibives i pay for impraved
KUFVLEN;

* review feey and elranges o imdividiels inovecational edeeition and fraining,

ard consiider whether Higher Elucatfan Contribrifion Softeine ope deferrsd
praperent ix feasible, xo ns e dirodiece @ gystern of wier chaege and pricing for
tresining vervices whtiell incroases individeced comeifations, ernixivient with
eoine pid wecess nhfeciives;

. wxe plonming models for frooiefing services basedd o oulpels, fn fermes of
objectives artd prioriics se1 (o an indusiry bosis) fov the qaadificadon profite
of the Qireensland workfovce:

. imiplertent clianges fo defiver prodactivite improvements tironiglt appropriate
fefrsdriinl relations agreemanty and thind parfy access repimec in o more

apen amd cormpelitive raiving mmrket: mhd

. provide  preater aanagemen antonprty ol e TAFE  Instifite fevel,
Inctuding Hre aurharify fo engige in eovepediiive fepderizr for e proviciae
ef [fresiercrre, maintemanes wd maciflan seeviecs.

Higher Education

Findings

The degree profile of tie Ceeonsford workforee Is e fawess of aqp Nrare or
Terrifory.

The Stave Loverrmuends comiribution o {brher educigion v refotively sl bl
Maneftfistanding e Stedtegle hpartarce of kimher ealicatlon to ecanomis aivdl
sociul developrent, Queensland contivites to recelve 1 low per capite share of
auttioniad revonrees and ifre afocation does wed necessanily mnteh e Sioe’s
PrEOTITeg,

Recommendation

fi g

The Goverament should wxe iy ivafoainent in e Myher edueaiion seciur 4
fufiuence Cominonweaish fumding af piacas and w achizve grealer (ovwerdpe i
offaiing rescicrces i fTelds of stdy wid researell wliich advance the econemic oid
Yoeie obfzefives af e State ol it repiony. Ynfustey advisery fopor is desicable i
groater contrfhhtions freie lsers, petiorlorly e enterprises, need do he
ercoirraped
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Chapter Ten

Education and Training

10.1 Overview of Education and Training

Key Points

. This chaprer describes and assessey the Saze's acfivity in schaol education,
vacational edication and Fraining awd, ro a Hmited exient, Rlgher educarion,
where afmast ell of the public funding cowes from the Commonwealth,

* The Governnten! invesrs in edocation amd praining services fo meet @ range of
srrcnal apd economtic ebjectives, inclreding enfrancing the Srate's skills base and
{pbour productivity performence, which hox been low, detracting frinm ihe

State’s compotitheaioss,

. These services are ol provided af a low level af per capita expenditiure
vampared with other Siatey and Territories, it in general there i mo relative
deficlency I the quadity of services.  (Queensignd i a relafively efficieny
provider bud, av o State, s under-investing in post-secondary education and
Trieining.

Labour Productivity and Investment in Education
and Training

The Govermnend alfocares resgurces to education and training because this investroent

- cantributes o the pursuit of sovial wellzre objectives of equslily of seoess and
appormunity, and nlrimate.y, a more even distribution of income;

- promoies employiment and assists the unemployed; and

. i u major contributor o skills formation, productivity enhaneement and
competive econamie success,

This chapter indicates that Queensland has ander-invested in educatinon and tratring, and has
the lowast tevel of qualifications in the abour fonee, compared to other Staves and Tarmitovies.
Therefore, Queensland  is underachieving I lerma of skill formation and labowr productivity
performance.
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There i3 coanziderable empirical evidenee that the policies that have proved most effecive in
building strong and stsminable economies belude efficient and ettectve provision of
education and training.  In the last decade, the development af a better understanding of the
drivers of economic prowth has becume known s the new growth theoey” The implicarions
of tew growth theory have recently been considered by the Lconomic Planning Advisory
Commiszion.!  The theory suzgests thal certain types of investment will generate piore
spillaver bensfits for socicty than others. The lypes of investment segrested as possible
sourzes oF growth inclede investments in plant and equipmenrt, pablic infrastrictare, research
and development and human capital. There appears o be general agreement that the raie of
rediern on researeh aml development s high and that skills acquired thoowagh cducation sl add
1o the human capital seock and enhance economic prowth,

For many years productivity and per capita imcomes in Ausiralia have been growmp relatively
slowly, in comparison ke the Qrganisation for Econommic Cooperation and Development
averaee and, in particular, W the dynwmie Asiae ceononiees. Within Australia, Gueonsland has
perforined poorly compared to the rest of Australia with pross state product per emiplaved
persan in Queensland declining from 94.0 per cent of the rest of Australia figure In 197%-80 to
Ba.6 per cont in [994.95, with aross st pr:'.-:lu::l per i:mplnyt[f persan groeaing by only L4 E
per cent in Queensiand over the perind, compared to 218 per cent in the test of Australta, The
gross slate product per emploved person in Queensland compared to the rest of Australia ws
presented m Fisoee 141

Feure 101
Real Gross State Praduct per Employed Persen, (1989-99 constant dollars)
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While part of the explanation for these discrepancies may le in differences in industry
struclure, capital stock, wiearmed income and propartion of part-time employment, it is clear
that Cacenslands response Lo changing ceonoime circomstanees bas aol been adequate. The
human capital version of growrh theory argues that human capital is fundamental o the growth
process and that society depends on high value-added, high preductivity jobs. Such jobs are
ingreasingly cependoent on ianovative knowledge sl infurmalion-intenstee mdustrios, or
application of koowledge across mdosteies. Owerall, this sugpests that economic suceess will
b e lurpe purt be finked to Lhe guality, extent and relevance of education and traming 1o an
econoimy, and to a framewark which allows firms and individualz to maks best wee of avaiiabis

knoweledgze and skilis.

Government Responsibilities

The Cueenstand Government has a constitutional responsibility for education at all icvels and
all fevels are wnportand Wy dhe Staie’s commonily. The Siate Government provides ihe
resources for Siate school education and, with the Commonwealih Covernment, provides
cipnificanl fonds for the non-government scheol secwor. The Stale vaditonsHy provided
recurrent bunding For vocational educafion and tratning services, with the Commonwealth
providing capital assistance. The Commonwealth role has in the 19905 expanded further. It
now  prowvides  inereasing meseurces for recweest aed growth funds throogh resouree
agreements.  While kigher education has, in the post-war era, become almost solely rhe
responsibility of the Commenwealth Coverunent, the States retain concwrenl powers. The
Queenskand Governmenl has provided limited Tunding e facilitate un inerezse in higher
aducalion places in particulat ragions and fislds.

Expenditure on Education and Training Services

Cnueensland’s expenditure on education and training services was the second lowest on a per
capits basis in 1994-25 amang the States and Territorivs. as determined by the Cormmoenwealth
Girants Commission, and presenied in lable 101 The level of expenditure on higher
education is nol ncluded in this Table as it 5 presently 2 Commonweaith wrea of funding
resnonaibiiity.
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Tahkle 101
Education and Yraining Services Becurrent Expendlture, Per Capita, 1994.95

Nun- Technical  Tranpert af
Fresehonl Gowrnmenl  povernmeant and further  raral schosl

educalion erlucalionr e ation eduoation children Tatal
Stated/ Terdtony ¥ 3 ¥ 5 5 L 4
Stand ard 17.3% S47.73 47.21 A4 A 25 B E AL
HaW 12.54 24370 47 93 tal.3R 23.51 79251
Vic 1308 [ ) 22y R R 6Bl 41 3%
Rt 2490 545,14 43 52 L | L finhi
Wi r1As 36503 4563 1007 2585 TER QB
A, 15 A1 L1483 42 34 B 4,01 Bs 1z
Tas= L] hig ¥3 ArER 2ROl 4740 55 1%
ACT 5 3% 657 71 53,74 el e 0rs 1,014 15
1 BH2A 1,13k &7 L1524 4249 2 553 170651

Soprme; Commonwealth Grants Corressson, desat o Genaal e faladoiiag, 9 Diooals.

Motes [he orgzrasabion of Feucation and Trait rg warnes acrets States and Tarnkones whicn may eccount for same
ot 1ne dilfarences when ing vl categoses are covshdersd, byl the relaipabies in the total capenditure poer capita
ara of intarast AR they 3re wied to derive the stancard expenditure 107 Lhes Grenls Carr resse ot el s f
grant allacatlons,

Notwithstanding the relalivaly fow levels of expenditure in Queensland, the isvel and quaiity
of the services are, on all informatian considered in this chepler, of & comparabic slanderd with
ather States z2nd Toeriloriss,

Dumand for education and training services over the nexr ten years will he strong and s
patiern across the State changing—concentrating in areas of growth (patticularly growth in the
school age population).  Mesources to mcel these demands can be providad by Governmenl,
mdustzy end individuals. Resource needs can be minmised and the outcomes achisved
maximised by ensuring lhat competitive pressures sthmulate productivity and innovative
delivesy in the systemns, and that planning and management processes can sctively allocate and
ceallocate respurces (o achieve most, Additional investment i needed as one of the sigmificant
strategies to promote connomiv growil in this State,
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School Education

Key Points

The State Governmemt providex almost ane giarier of ifs badpetary resources o school
education which is & majer investmeant In Hee Queensiand communiiy.

Oueeensiand school education is eperating mave efficiently then in other States, und tiere iy
R evidence of this being nehieved because of {ower ouipur quality or stondards. The Siate
in, however, eader pressure from schoel spe population ehange, and concentration of that
charge in partfciuiar areas. The main issne i sokool education is kow well the svaifahie
resourcey ore maneged o meet these pressures,

Findings

. Qluvenstund was the lowest cosf provider of govermcet! schiool education per
sindent amenyg tee Stufes and Terriorie in {903-04,

. A comprefrensive rorge af performance meaxares iv being bnplemented and
thiere is no cvidancs to Sugpest it the perfarmence of the povermment schoai
education syvtem is any lower then that of other States and Territories, with
sorne evidence that Bt is at the higher end uf pecformance. Therefore, the Stote

s ait efficient provider.

) Expecied growth in enrolments over the next fen years does not aligh with the
location af schoels, and new capacity is reqirived whife come existing copocity
will be wirder-ntitised,

' Sehant baved manoyemen) upprouches need o be introduced to delfver services
appropriare to the diverse edocetional needs aorons fre Stmie,

ol The fow level of expenditnee ey de difficnit re maintain with ereased
reguiremeniy for resonrce menagement ar the schoo! fevel as well a5 e
demiands  of performance  assessmgent, carricolumr chomges,  befraviour
HILRAZEMENT Qid 0CCESS PFOETaN,

. The avatlability of funding for education will be maximised by the Depariment
of Edtucarion, having rexpopsibifity for policies and rexowrces requived to
deliver  ifs  Fervices, imcfuding  (within  galdelines) 0f  papltal  a5sers,
ergintenance, e provision of aocilfary servicey sucll as cleaming, and school

transpar,

. Tie provision of school edwcaiion ocrest the State will be enhanced by
praocesses for rutionelisation of wiere sohoeols are provided and by effective
planning and coordinafion pracesses, parficelarly in growth regiony of fhe
State, involving all relevent service providers and qithoritics,
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10.2 Introduction to the School Education
Sector

Thiz subdivisionr of this Chapier presents an analysis of school education i Queensland.
Schoal education is providud throogh prescheol, primaey, seoondary amd special schools,
centres for continuwing education and schools of distance education. ‘The discussion fornses on
primary and secondary education, provided through govemment schools,

The preschool system is not dncluded in the discussion becavse of s lowet bodgetary
sigrificance. It s w0 arca W which Queensland gives a rolabively high priocity: the Stae's por
capita expenditure 5 324 %0 comparsd with the standard determinsd by the Commonwealih
Crrunds Commission of B17.25 per capita tor 1994-93.  However, these fgures reflect
differences tn the argsnisalion of prowhools aeross Auslralin.  Approsimaetely 635 per cent of
the elizible client group receives a State preschool education, Serviges are alsa provided hy
both privale providers, often in long day care centres. and the Creche and Kindergartsn
Assnciations, with 1he latter receiving Slale Governmenl assislance of 154 million in

[594.05,

The discussion hoelow deseribes the school cdocalion seetor and asscsses s relstive
performance, the adequacy of s resources, the fiture demand for services, and straregies 1o
meal these demnands over the nexl ten years.  The focus is on government schools. bud
comparisons berween the povermment and non-government schoal sectors ate made o
ilustrate points of difference in service delivery issugs,

10.3 Description of the School Education
Sector

Key Points

. Lncenstand provides services Hirowght ¢ arge nambar of affen refatively soaff
poverimend schools i the T} oreglons across the Stale, with vreand 60,600
enrafaients in gach of the larpest four regions in e sontl east corner af the
Sraie and around TOM o eacl of e Soith Western and Northe Wesiern
T E LY.

v fhe povermmeny sclgol sectar hay npearly 71 per cent of enrofments, but with
the share of 27 por cenl in the non-guvernment school secior increasing over
fime.  There ftas been o foll in the appureai retention rate of stadenty fo vear
12, from Mie lighest poinr reached in 1992 in the povernment secier, bui
reiention as remained relatively constant for the nex-government secfor since
firai paiul,

. Programes b adifress gocess end equity and ofher social objectives are provided
Sar stadenrs with disabilitiex, Aborigingd aud Toreey Straie Isfander sindents,
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stwdenis from ¢ now-English speaking backgrowns. and students who are
disqivantaped because af pender, wolation or who are ‘af risk’,

Schoaol Size and Enrolments

An al the July [995 student census, the scheol student population in (ueensland was 556,112,
comprising 340,667 in primary schoods, 212,845 in seeondary schools (both numbers including
students in contineing education and in schools of distance educstion)} and 2,598 in special
schotis. Fhere sre 1,721 schools across the State with 1,208 in the governmment sector and €11
itn the nott-govermnent sector, of which 278 in the ron-gowernment secter sre Cathelic, the
lakgest group. The percentage of enrclments in the povernment seclor 15 728 per cent overall,
with 77.% per cont of primaiy and 85.6 per cent of secondary scheol populations.

The State education system provides a wide range of facifities, services and programs fhrough
I peographic regions. The distribation of zovernment educational institutions by munber,
size of enrolment and mean schoal size varics avross the repions at both the primary and
secondacy levels, with implications for the prowvizion of serviczs in borh efficiency and
effeceivencss terns. This disbribadion s demonsicated in the Table 102,

Takle 13.2

Humbar, Enralment and Maan Schaol Size of Governiment Schools, By Region,
Queensland, 1995

Primary 5chanls Secondary Schoals
Fagion Humher Enralment Average Sige Humber Enrolmenl Average Size
W olropehban West 140 47,975 vy s 19, AR ™7
Metrapolican Esst 107 384483 Jki e a3.0l4 il
Loyl Const 73 35 45 527 Ich 2 A20 97z
Sunslnne Cowst TG 37033 d4ED e 2 CTE S
Darlirg Qowns 130 25,158 135 - 5,186 Tasg
Soulh Wil BG 4,139 EH 4 1,947 436
Wide Bay 123 21,331 174 i) 12.245 TEE
Lapriearr 144 27,260 127 el 13779 B2h
M rther 3 L5877 z. HE 9,13t T2
[ et uikent a5 4,20 122 3 1357 1%
Perins,la 112 LB EEY 164 le g,.z== ez
Ekate Total 1,687 EEa5 rav 176 1 2% 660} /84

Source; Department of Education, July 29345 Sludond Cesesos erd VS Eouecbiong! atiduboes e,

Mudrs: 1, Epralersenl aguees nchadle Chadeets eeen les al & sehonls ol elinlane g e atiane aad 55 pricnarey schnals

wihl” haer @ aprondary degadlmant As 3 result, awerage siras 1o- Figh scheo s will Be cvarstated o regons enth
Rerincary cepartmants.

= Crrolmmnt wgpoces exctude 2596 srucents 2t 59 special sckhools oub irslade 2741 students in speckal adueglen
wlts ana olasses or mainstream classes.
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While the rable indicates that the average i3 relatively small for primary schools oulside the
soith east comer of the Stale, the disirihedion of schols by their acical size is an important
factor in determining the allocadon of recurrent cutlays on schools. Figore 10,2 presents the
distribution af seluooks by actual siee,

Figura 10,2
Government Scheol Size, by Level of Educalion, Queensland, 1995
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Zodrce: Cepartraent of Eduzation, 1995 Sludenl Censws,

This figure demonstrales that & focus on the averpee sive of schools is misleading: it dogs not
reveal the fact thar there are nearly 300 extremely small schools across rural, regional and
urban areas—schools with an coralment of 0-57 stodenls, This v en impordant constderation
when the growrh aregs for enroiments are pot where capacity in schoals is already available,
especially in urban areas where access (o altemnative primary schools is tvpically available,
Mow epproaches o sehue] mensgemaenl which can rationalise the numbees of schoals through
aptions from closures to clustering of schoois and fodnt vge of some facitities will be needed
foi the futare 1o mee: growing demands and changes inshe spalial patiern of dermand.

Retention Rate

There has been a stgnificant increase i the apparent rate of retention of all secondary sehao)
stuclents in year gignt remaining ar schoo’ gndil year 12 While the apparent retention rates are
steady lor year eight to vear ten, the increase has been in the numbers of students completing
to vear 11 and year 32, Owver the past 15 years, there has been an inerease in the rales for
vears |1 znd 17 (o a peak of 821 per cent in F997, followed by a decline in the fallowing three
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years. Within this pattern of apparent retention rafes, there is a siprificant difference between
malas and fernzles with the rule for females being neatly ten per cent higher than the rate far
malzs,

Figure 193 demonsirales a difference in the retention rates between the government and the
uun-government schoo! with a refatively steady increase in lhe apparent retention ratz for
non-government schouols in the past three years compared with a decline in the governmend
school sector.

Fagure 103
Apparent Retention Rates Using Year B Base, Slate and Mon-S1ate Schoels, Queensland

110
(Rali]

roe-t
~F
—r

Pz
&
e

{H] J— ——— —— ——————

1972 1974 1975 1573 1990 1382 984 (336 1332 13490 19492 193494

Year of Eovcalion
Toyr 10 - Slate ToYr 12 - Stale —=-Tair 1. Hgo State
To¥r il . State =" To¥ 10 “oa-5tae = Ta¥r 17 - Mon-Stata
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MNotes: Tae rates can ereced 100 per ceont with an 0 1low 0° studlenls rto a parkzular year.

‘Ihere are many Teastns pul ferward for the decrvasing selention rates iz the government sector
aver the last few years, fodlowing the tonger temm substaniia® rise. These inclede ncreasing
catry into be youth labour market, alternative assistance through labour rearker programs,
perceptions of increasing crployment upporiunilivs, inereased vocational education places,
improving opportunities 1w abran entranee into teiary edugation as 3 maturs age siudent from
cployment or through TAFE courses, and the trend away (rom students repeating year 12 10
obtain an irpeoved “score’ for lenfary ane other draining entemee. Fhe reusons oo the
difference between the govamment and the non-govemment school sector inchlude a dofi frem
the government e lhe non-goevernment sector i gtades 15 and 12 and the perceptien that she
non-governiaest sector may provids a stronger baze from which to oblain eatrance o
unIY eIy,
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Curriculum

‘The introduciton of key learnine areaz across the primary ard zsecondary school systems = part
of the reformas being implemeuted by the Cueensland School Curviculum Council. The
existing Hoard of Senior Secondary Schuol Studies i responsible for cerrienlum desve lepmen:
in yeary 11 and i2. The Hoard's role m pow-compulsory schooling includes acereditarion,
certification, registration and recognition responsibilities tor vocational education in the
secondary curricuhem, under deleration frm the Queenaland Vowationa Rediecation Training

and Emplovinent Commissicn.

Pt of the reforms o cwriciium inclode the devalopment in the senior schonl cerrienium of a
new approach called the convergenee ofF seneral and vazarional sducation, ‘Fhis Jevejopment
will expand the capacily of post-compulsory schiouliog 1o provide entey leve! training services
for which studenrs abtain credit in certification in school and this may have an influence on
retantion cates in fture in the government secter. The resourging of this developnient and the
supply of guelifed teaching sl is o msue for conzidention by the Yocational Educalion
Training and Umployment Commission as well as Staie and Commonwealth Governments.

Social Objectives

The Department of Education has underiaken a range ¢f progreins wader its diaft Social Justice
SMrategy o asgistin the provision of gualily cdicational coleomes apprapriade o the needs and
cuirctmstances of all students. This encomipasses students who have particular needs because
af their punder, their sociv-coonenic cireumsianess, Their languaee or cultveal hackground,
any impairmenr or special ralents they have, or their location. Dezpartmental stroctures have
been establisived to address these issues, and these include the Queensland Abovigingl and
Torres Strait Tslander Educatinn Consuliniive Jommites,  Cieensland schools are assizied
under the Mational Equsty Propram {or Schools, with 10,3 par cent of schools assisted under irs
isolaied ares compeonent and 14.8 per cont of scheols assisted by the dissdvartaged schools
compongnt.  Parenss and commanity repraseniatives are invaolved in the management af these
Programs,

Resources have been developed far use in ihe school curnculuny which are aimed A addressing
sorae key issues in the promotion of access and eguiry in the school eavironwmuent with respect
ber the sowsial ohjoctives of sehooline, the salewide perspective of students is baing gathered to
provide datz on schoo! attindes, interpersonal relatianships, subject choice, student mokivation
and guadily of learning experiences for school review end plameing pumeses.
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10.4 Performance of the School Education
Sector

Key Paoints

. In rerms of axpenditere par sirdend, Queensiond vway the fowest casd provider of
pevermmend schood education in I993-34  Other Stafer are ceeking o reduce
thefr expenditure aun schael edweation, on the prestanption that the fevel of
experiittiee, per 5o, iy ot an indlearer of puaiin: i the 1990

+ Effectiveness hdicators for school education cover the categories of student
feqruing  pufeomes, social and ether egaity ofjectives bur ne readily
comparadle dati are avelloble xarionally and there ic aothing fn indicate feal
Oueenslamd’s performance in school education I of a different or lesser
auadity ta those of other Stabes and Territories,

. Oucensfaid has maintained o refatively siroay performunce comgared with
wther Studes and Territorics i apparent retention rates te Year 12 over the past
It pewrs, and K implementing o compeeeliensive range of performance
ASSCESIERT migturas o fifentify student learaing mufeomes.

Cost and Efficiency Measures

Percentage of Gross Domestic Product

All advanced cconomies allosate significant “escurces ro education. Tlewewver, compared to
the member couniries of the Organisalion for Economic Cooperation and Development,
Australia i not & bag spender on geducalion, cepecially al te school Tevel Tn 1992, shree pet
cenl of the Austealian gross domestic product was spent by zovermment on schools, compared
to 5.1 per cent te Swoeden fal tha high v, 4.9 pec cent in Britain, but more thap Japan's 2.3
per ceit. The Organisation for Leonomic Cooperation anel Develupmend average was 3.5 per
cenk.? I 1992-93, the percentage of Quesnsland’s gross state product spent ok schools was 3.3
per cent, and was 3.2 por cool in 1994-95,

Expenditure per Capita

Attempts fo reduce exponditure on governoent school education are reflected in some changes
in the relative positions of the Stares and Territuries in the per cepita expendiluve Digares
pecaciied in the Commomwealth Grants Commmission report tor 1994-%5 The most notable
case is Victovia's re-positioning 1o oo the only State/Tecritory o be under $300 per capita for
sovernment educaton for a number of yaars, at $481. This was fallowed by Mew Soulth Wales
#t §544 and Quecnsland ar 3545,

hiarginson, Siwn (P95 “The Yormemy and Scheel Palicy™ in Lingard, 13 and ®izeen Fo (edd), Sxtees
Ervarnamental Yeon, 1Depanumuane of Education. Cueenglang
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T must be seid, that [evels of spending, on a per copite basis or otherwise, do nal on their own
measure either sffectivensss or efficiency. T.awer spending may indicate prester efficizncy,
but oaly if quality of learning cutcomes can e shown (o be comparable.

Expenditure per Student

Cueensland's axpenditure on government school education per student enrolment = the lowesr
i Austracia, In 1993-94, the total cost per student in Queenslend was §4.838, with she highest
by sorre margin boing the Nocthern Temritory at 37680 per sludent, The Australian average
for total expenditure per stidenr was $5,141.

Fipure 104 demonstrates the relative pesilion of the Stares by in-schan] primary and sceondary
school expenditure per student, and out-of-schon. expenditure.  Ouwt-of-school expenditire
ineluttes expendidure on on-school administrative centres and siaff who spend [ess than 50 per
cent of their time tn schoaols,

Figure 13 4
Cast per Student, by Level of Education, by States/Territaries, Australia, 1593-94
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Ome of the main cost elements s the seluo! cdocalion systen s e wape 2od safary costs for
teaching staff’. ‘The salaries for reachers and principals in Queenstand, as at April [996, were at
the bigher level when compared with ofoer States and Tervitories. For example, the average
For a four year trained leacher was 529158, with $30,253 being the rale in Queensland. At the
meximum level on the teacher scale, the rates were 341,559 and $12,.557 vespecovely. While
muovenent i the sabary scoles will vary with me tiniag of enterprise bargaining agresments,
Chieensland’s teaching salaries will ramain around the averape reross Aasicalia,
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The student to teaching staff ratie will infllucoce the size of the salary outlays for reaching statf,
For Governtent schools in Queensland, the ratio af 157 is slightly higher thar the national
average, of 154, with futher differences between primary and secondary schoots. This is
demonstrared in Fivere 1 5

Figure 105
Student per Teaching Stalf (FTE) Ratios in Government Schools, by Level of Education,
by States/Territories, Australla, 1995
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it rust be acknowledged that thess ratins are net measures of sducationsl owtoomss and that
averare figures, which include all statf employed under the reaching awurd, do not represct
the ratio of students to classceons teachers, On the cost per student expendimre measure,
Queenstand was the most afficiend Stale based an 159394 data,

Effectiveness Measures

Gitven Dueeasland had the towest average government cxpendilure per sludent in 1893-04, and
slishtly hipher atudunt/leaching staft ratios than some other States and "L erriiories, the question
is whether the ourcomes from schoobk ediecat ton o Queenslond vary relative to otier States and
Territorics where cxpenditure is higher

Ferformance measurement in school education iz a complex sk and considerable =ffort has
hesn spent on i, bul 40 natienally comparzhble information on siudent learming nuleomaes is
cwvently available.  Tlowever, some companisons are relevant to the assessment of
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purformaence, such as (he erowth in rewention rales. The dala on student leaming cutcotnes are
for Queensland only.

Growth in Retention

The marked grovath in retention rales over the past decade ey been experienced in all Siates
and ‘lerritories. The prowth is the significant frend despire the fall oft in recent vears, except
for Tasmania where i bas levelled oul. (ueensland’s cxpericoee in the level of apparent
retenlinn rates has been above that af all Stales and Territories, recept for South Austraiia over
a fewr years, and the Awswralan Capieal Territary, The apparent retention rates of all States and
Territorics aver e past 10 vears are presented in the Figure 1006 below.

Figura 13 &
Apparent Retention Hates of Secondary School Students to Yazr 12,
by States/Territories, Ausiralia, 1986-1935
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Apparent retention rates are the percentage of full-time students of a given year vight proop
who conlinued to year bwvelve of secondary schooling.

The source i5 the Australian Bureau of Siadistics and it hes werned that comparisons are
affected oy differcnces v e organisation of grades, poliey on student imtake and
advancement, Hows from secondary 10 vocational education and the ccoruiliment and
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amployment of teachers. The Awstralian Hurcau of Statislies considers the rates are mest
usefial as an mrdicator of changes over e within States.

Assessment of Learning Outcomes

{ueensiand has implernented a nunber of effectivensss measures related ta the performance of
pricnary and secondary students, including the newly introduced 1995 year twoe THagnostic net
and the year six test, The base data developed in the year two net and the yoar six e will
provide a base for the futore to dentify perfonmance irends. A sigaificant element of the
dingnostic tests is the allocaion of respurces o schouls on 8 per capita busis Tor stedems whae
wore identificd by the Dlagnostic net tests a5 not meéeting set standards.

The Assessment of Performance Propram 2175 been in place for years five, seven and nine
students in the zreas of reading and weiting (1990 and 19492), mathematics { E99G and 19%35),
and scienice (E9ET and 19943 The Progrwne domonstrares that, in the area of seading and
wriling, performance was higher in 1992 than in 1950, while the zame was true of mathematics
for years five and nine, with no change for vear seven, The results for science were variable
compared with resules for vears five and seven in 1987, with both incrcases and decreases in
clements of the tests,

Very few studiss have provided circome performance information which sllines comparisons
amang the States and Territories. One such stedy was the 1PES Intermmational Science Stedy
where Jueensland’s porformanue was i The o theee.

Conclusion

Duesnsland's pertormance in school edication is cheracteriseed by losw unit cosls per studuit
compared with all other States and Teriteries. However, it is concluded that thers is no
svidence 1o sugpest that e ooleomes from govenuoent schooling i Queenstand  vary
significantly lrom, or, in particular, are of lower quality than, the oideomes achicved by Stales
wilh higher expenditure. This seems o be accepted by olber States, given their efforts to
redice experditire in their educstiun systems. Cacenslamd has wso perfomed strongly b
apparent retention rates over dhe past lan wvears, providing a basis for skill formation via
post-secondary educakion and training,

Dara to caotrpare feamming outcomes from the school education syslem at # nalianal level is
required so that mkerstate comparisons ¢an be made and beochiarks developed.  As well,
ancgss, etity, and e social objectives af schooling need o remwin in foces and seme
assessient of the dala on social ourcomes of schoolmp required for the 19%6 Annual Mational
Report on Schools seross States and Territories should be undettaken,
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10.5 Resourcing for School Education

Key Points

. The Deparimen! of Educafior reguires sucoagemend control over alf i inpaty to
maximise ffie achieveinent of educavional oatcomes from Mg resowrces avalfable.
Within guidelines, this shenld exiond 1o capilef resoiorcos—ic, reinvesiment in
infrastructire proceedy from sale of asvets ek ox feed and baildings et are mo
fonger reguired,

. Moves towards an outioomes baved giedal schoal biedget process will assist the
efficient wse of revources, with aociflery services, swceh ws cleaning and
malmtenance, grd appropriaie srafl altacatian methadatapies, aff devofved for
sehools fo mandge in g globa! scleood budget envivanment.

. With  increaving  managemest dewmends af the sefeed fevel and increasimg
chaflenges [ meeting the pasids of pardicular groups af sredents, it wonld be
approprivie 1o review e resonirce alfocation methodologies for staffing of schoalks,

Growth |n Outlays

I 132405, the toial cutlays of the Department of Edvcation were 32,375 million. This Hgore
dozs not inglude the Depadment’s ane frost fund, the Commonweaith Fducation Fund, shich
had receipts of $2%% million, and excludes the Depaniment's camyover of ¥72 million. The
distribution of these outlays across the Deparbment’s major aclividy arces is prescnted in Table
T,

Tabie 10,3
Dapartrment of Education Qutlays, by Activity Area

B tivity Area 3 millien Per cent af tntal
Asgislacece lar Man Stsie Educalion HE RS /4
Hiesehools 88,2 29
Frrmry Leiea 45 5
Second Any A7 E
Specis 164 5 e g
Cheatargz: 249 L.
Centinung Coucakan asg c2
Srodies Podicy and Davelopient 336 2a
Crrprncate Brrvices [TEE 2

Schoct Trenspoet 247 g
Azsislance to Tertigry Insidulicns 135 G
Tola: 23754 190 0

Supwrce: Leopaclroent of sducabon, Fuogie Stetesmen! 190030
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{ublays for educational services have had a modest growih pver the past ten years. The growth
car maily be estimated, as two major adjustments are requited so that total ouilays are on a
similar pebicy base over the period, The st deals with changes i the method of payment of
supetannaation by the Lepartment, and the seoome adjiestment s 1o inchole the budset on
schoal transport for the three years it was with the Transzort Depariment.

When considered wn 159495 vahtes, the prowah in tatak outlays is presented tn Figure 1007

F gure 157
Education Qutlays, 1986-87 to 1995-98 (In 1894.95 consfant dollars)
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Over the 10 years, the compound prowln rale for edecation autleys hays been 2.5 por cenl per
anmmm.  The main detertminaar of resources for educatonal services 15 envolments, and the
compound growth rate for the period 1986 1o 1995 was 1.02 per cent for government school
eneolments, 286 per cen! for non-govermmant schasl eotolments, wilh a rete of 1.5 per cent for
tota| sehoat anrolments. This compares weth the tatal population compound prowth rate of 2.5
pur eent, and a coanpound growth vate for Gross Domestic Product of 4.3 per cent

Components of Qutlays

The main compaonents of total cuttays have remained relatively stable over the vears, and the
components for (59493 and 1995-96 (estimated) are presented in lTable 104,
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Tatle 194
Components of Department of Education Qutlays 1984-5 to 1995-06

Loaa-9% 1 905-2G (esl.)
E xpeenditure £ orpoienst § millioa Percant ¥ millian Per cent
N:bal Wage ancl Salaias 1,656 86 1.4 1,336 X0 1
Qe Zurrent Qutlays 756 £3 1oz 298 14 44
Capei | Espenedibyre 14214 103 1171 Ex|
Asssteroe 4o Mon Coverorpend Seclar 177 R 0 A .7
Aasistarce in Tebray Inshituhans 1365 0& 301 1.2
School Trangdor: 7l 36 g, ik
Tatal 2,375,328 100,40 2.6LE. 30 106.0

Saurre Thepartonent ob Frducahion Program Statemen! 19397.55,

The follawing sub sections discuss the main outlays im the provision of education services.

Workforce

Wages and salaries representad just over 70 per cen: of fotal expenditure m 1994895, with
leaching sularics fust ower 46 per cent, with beth proportions being relatively siable at these
lavels for the past five years. The proportion on feaching szlarics nas remained almest
constant aver Whe past ten years with an morease o wages and other salaries beorn 5 per cent
to 24 per cent in the samu: period.

The Education Department worklorce numbered 37,850 full-time equivaients ag at July 1993,
althanph with & larpe amd dynamic woeklocoe there @ sooe macgin of siror queling stalistics
at any point in time. Iz is estimated that this number will increase do 18,5273 in 1995295, with
the main increase being in the primary school area of activity, The workforee comprises thres
categories of stall the teaching safT eoployed wkder e Teachers” Award, those vmoployed
under the Public Service Award and wages staff.

The teaching staff are emplayed under the leaching award, and wumber around 29,00 o0 77
per cent, in full-time equivalent terms, of the oral workforce. The Deparment has developed
methndologies for e allocation of staifing nuinbers to reglons for allocation at the school
level. ‘There are primary, special, and secondary school staffinge models which allecate class
room teachers, teacher advisers, speciatist and other categories of wacher, and maRagement
posittons, laroely bused around enmolmenl nunkers, by grede e group, and with dhe
application of a target for the shudent 1o in-class teacher ratin. The models make adpsiments
for perticular govermment prierities, such as behaviour managemienl progeams, cueticulum
devetupmmient, and The seeds of target grodp students.

The second coiegory covers public zervanes under the structures of Central Offiee, Reaioaal
Gffices, and some pesitions in senocls, There were an cstimated 3,978 cslablishment pusitions
under the Puablic Service Award in 1994-55. For stafl cmployed in zehrols, snch as regisars
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and administrative assistants, the allocation methodalogy 15 based arcund enralment numbers,
or & per scitoal entitlement.

The thind catepory covers the wages staft who provide non-reaching and anciilary services 1o
the schooling systemn, There were an estimated 4,708 wages staflf which inciuded prounds
persons, cleaners and jamitars, with zllocanion of staff oumbers being on a per schoal basis or
on enrelments,

The stalf allocation methodolopies have not been reviewsd substantizlly lor some years, They
are wiso & major contgibutor o e lower cost per stodent, paclicularly in prinary cducation,
comparad to gther States. Tn Mew Sooth Wales, a primary schoal wich an enrolment of 430 s
ertitled to 4 non teaching principal, two assistant principals and twg executive teachers whils,
in Quueensland, the aHocation would e only @ non teaching prineipal and one depety principal
with a half-teaching load. VFor a Uueensland primary school ra have = principal free of
teaching duties, eurolmient must excesd 18] students but in Westemn Australia iF i 106
siudents,

The monazement and eaching task for schools is increasing i the 199035, with the demands of
tnureased lovels of studun perfunmanee assessment, Jevelopments in the ouwricolom, chanpmg
delivery modes (ex key teachers, suzpori-a-reader, reading recovery) and the need for
behaviour management prozrams, A review of the staift allocation methodologies wiil need to
bu umderlaken in duveloping schowl based muanagement and resonseing models Parenis and
e community are a significant source of unpaid support for schools warking direcily with
stedents, in tasks suppothing teachers, i conmmittess, and in tunding raising,

Information Technology

Information technelogy will facilitate managzement and cwrriciluin reforms and provide the
basis of school based rusowsce allecalion models. The Schaol Information Management
Syatem being developed will provide a starewnde electronic communicacions nerwork for the
collection, organisation, exchange and peesentation ol slrulepic information for siedent
learming and teaching, schoe] based management and accountability.  This increasing use of
informartion wechaalesy as both & manegement and leaming tool requires boih & capitad outlay
and an ongoing obligation for currert outluys o meel the maintenance, suppart and {raining
necds. The ongeing oblgation for maintenance and suppott is 2 particular need In
school-based applications given the tife of computer equipment is three W five vears. The
development of schoed based rescuree altocation madels will need to incorporate specifically
an allocation for compuier equipment on the basis that it improves efficiency and effectivencss
tor sehool managemmam and student outcome ieporting and moniloring,

Cleaning Services

It iz eslimgred that cleaning services for govemment schooks will cost $213 million in 199395,
ot the equivalent of 4.8 pur cont of udal oullavs fior The Department of Education.  Cleaners
wure pard ol the wapes siaff of schools imtil 19949, when (J-Clean Services was established as a
commercialised rrading centre within the then Administrative Services Dupastmert. An
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estitated fall-time equivalent of 3 4950 cleaning positionz were transferred to Q-Clean under
an Faterprise Agpreemoent effective January 1595,

The vljectives were to relieve school principals from supervision responsikality for cleamers
and to generaie Mnancial savings for the Departnent.  An agreement has now been reached
between the televant Ministers to fransfer the cleaning survice back o the Departinent of
Fducalion from § July 1996, The seimary reason was to rétarn line responsibifity to school
principals to provide them with the flesibility 10 direcu cleaners to perform other tasks
associated with maintenance of the schoo not aveilable inder the Fnterprise Agreement. An
estirnated 2,575 cleaner positions will retuny to the Departorent, the reduced number reflecting
moves towards increased prodoctivity per cleanee required by he Agreement.  Efficiencics
need o be maintained and improved through, inidally, keeping the function tooether i the
Department end managing iF as a business umnit.

Cleaning services are an ancillawy service in a Departmenr whaose core pusiness is education
and therclore mnoves lowards contracting out need (o be taken, the Department =taining a
central brokerage rale in the perchase af eutsourced clesning suevices W ensure the benelits of
econamics of scale.  Decisions on the extent, quality and managemenr of cleaning, within
gaidelines, and controd of the associated funding should rest at the level of schools in a school
bazed manazement coniext.

Infrastructure

The Departreent of Bducation controls one of the largest asset poctfolios in the State public
sector, Current asset holdings comprize:

. more Lhan 2,433 peoperties, sehiool siles and vacait land, valued &t around 35,5
biilion,

. 14,72 buildings that inclode over 23,780 teaching spaces (classrooms); and

- reoee than 73,000 itemns of repontaklz olant and equipment fitems over 1,000

cach), with o total urigingd cost of over $178 million.

An sl of sapital needs completed i 199 identificd & reguirernent of 3863 million {or asse
renewzl. Consideration of thiz siuation resalted in a spectal initiative called Building Better
Schools. This provided a total of §262 million over five vears 1o cover building new schools,
the nperade of the sandard of classroom aceommelalion, the acceleration of maintenance
activities and refared tasks. The progeam commenced jn 1995-%6.

Capital investment, snd facilities ceated reeorrend expenditoee, take up 1o ten per cent of the
Departrment’s outlays. lhe funding has mainly beer on new schools and the expansion of
existing schools to meet the demands of enrcliment growih,  This has resulled W oan
gecumulated backlog af inaintenancy work required Lo maintin ihe functinnality and capiral
value of the nfrastructure. Yhe Deparmment has recertly developed a stratregy 10 manage its
capital works program, asset maintenance aud progerty management to make the owsl eilicient
wst of Tespurecy svailable fo provide cduculion services.
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For the most effective implementation of the siralcgy, clanged arrangements in the existing
processey for the building and maintaining of the mfrastnacture are required. Currently, Lhe
physical manapement of the Depurtment of Education’s assets is provided by the Deparmment
of Public Works and Howsing,  This imvolves the mansgement of the Department of
Educations cupilal worlss program, estimated at over $200 million in its budget this financial
vear and the management of all rupaics and maiitenance at schoats, currently 53 raillion per
anour, which apoears in the Department of Public Works and Houwsing budget. Government
poiicy currently bivs sl Departments to using this Departrment for al) project management of
capital projects although this siluation changes from | 9965-97,

From [ July 1997, responsibilify for the management of repairs and mainterance will wranster
to Clucation, with e allocation of a hudmel hased oo bistoricat allocations.  however,
Governmuend policy will again tie the Deparmment of Lducation to using the Tepanmuent of
Public Works ard Housing us it provider for two to three years. This needs to be raviewed
with the gin of rerarning full control of i mpuls o the Depariment of  Education ftsef.

Schoo!l Transport

The objective of the School Transport proaram is to provide fransportation services Tor ¢ligiblz
students through arrsnpemcnts within the Department of Transport.  The main clients are
students who are disadvantaged in =ome way in ublaining access to educational services. The
services include filly subsidised transport on public bus services for sludenls residing beyond a
reasonabie distance from schoods, concessional fares on metropoetitan rail services and specitic
arrangements for students with disabilities.

In 1994-95, 5847 million was cxpended an this function, with the estimate for 199596 being
aver $93 million. The Depariment of Liducation was respapsible for policy and budget
fimstions with the Departmunt of Transport responsible for the operational aspects under an
allocarion from Education. A decision in Warch 1996 was made o waosfer the policy and
budgel function 1o Transport, under a Memorendum setting out the roies of both departments
with Education retaining anby an advisery funclicn, especially in melation 1o the transport of
students with disabilities,

The ransport of students is part of the uverall menagement of the provision of education
servicos Lo students, The Departiment of Education needs to have management contred over the
stirdent eitpibilily eriteria, the stodend body (dentified to be wansported, the most appriopriaee
lacations tor the provision of educationa] services, sk the oved for ider-school transgont Tor
curriculum and sporting purposes. This function works closely with other functions held by
Lducation in terms of docisions abuul the oplions available for the provision of schooling {2
meet changing demands.

[t 15 appropriate then that the Department of Education bas the awthotity fo enter e a
eurchase of service comtragt with the Departmeni of Transport [or the provision of lranspoert
services, with the allocation of resources from Educaton on an oulpul bagis, wirth additional
mgastres rekating to the requiremenl (o cficivnuics 1o be gained from wansport providers in
terms of cost structure and the paterm of iranspoet routes. A new contractual arcangement
wruld be needed woreflect this proposed allecation of responsibililies
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Assistance to the Non-Government Sector

The Department of Fducation provides desizoaled assistance ke the non-State cducstion
cammunity te support its provision of educationsl and education-related services.  Lhe
program adntinisiers assistance from both State gnd Commonwealth CGoveruments,  The
axaislunce provided to e program 1o 1994-0% was 54758 million, with §i 768 million of this
Srars Govemment tunds  Assistance covers hirlh capital and correns expendisire.

The Comaeonweslth invelvement in service peovision in arcas such as stote education s
currently under review reparding the rczlative roles of the Commonweaith and the
StatesTerritories. The Staie has involvement with the nog-govemment schoal secior currently
in all aspects of podiey and in the athscaticen o resourees oo 25 twn funds as well as specific
purpose payrients from the Commaonwealth. it would be appropriate for the Commonweaith
to withdraw from school education and transfer rhe tiscal responsibility to the State at a real
cost hagis. This may alse have elficicnocivs which derive (rom more cooperative arranpements
emerging over development and use of school facilities arross the povernpment angd non-
Eovernomenl sectors,

Overall Adequacy of Resourcing

In {erms of iotal experdiure por stedent, Questsland wiss the maost elficicat of the Stales and
Territories on [993-94 data without any evidznce o indicate thar studenrs in Queensiand bave
anylhing bt & comparable level of education cutcame. Howwvever, the Tow Tevel of expendilure
partly arises from a backlop of maintenance on =chools, and from the current resource
allocation metlodofogies vsed to determine the size of the workforce at the schoal lewvel,

School management, cumiculum developments and greater performance assessment have put
increasing pressure an schools, and this will oced 0 be sddressed in futre development of
resource allocation methodelogies for schoof budgete

Wilh (he limitations on the Slate Sodedt, mansgenenl prcesses ane reguired so that the
allocation of resources within the Department <an he undertaken with maximurn Hexchiliny
with the capacity ro redirect resources. The Department needs, in shork, 1o kave responsibibisy
for eff policy and hudeel activitics concerned with ihe management of its awn resourcing,
mcluding s infrasreucture, allowing it 1o make s own porchasing decisions on boilding,
refurbishment and maintenance activities,

10.6 Demand for Services

Key Points

. The demand for sclivol educativn servfves will prow across aff the regions of
e Sumte over Mo wext ion paars &t d Sghtlp fower rate thawn the general
popslation.
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. The management toxk i i align the fuitive domand for Services with the supply
avaitahie through wew and exiviing facilitiey.

* The developrent of « beter averall ploswing and covrdination framework at
the regional level in growth arcas fa provide some order anif predictabitity to
providers of infrastrociere, swch o the Department of Edueation, will e of
benefif in mreeting demead for sorices.

Forecasting Demand

‘The Cueensland popalation had & compound zrowth rate of 2.5 per cent per anrum over the
past ten years, and it forecast to prow 2l aver fwe per eenl per aonum in the next 2R years.
Fucause of the age distribution of that geowing population, the growih in student cnrobnents
has beern lower than in the peocra: populaiion.

The compoond growth rate for govermnient schools over the past ten years has heen bO2 por
cent, with 1.6 per cent in ihe orimary school seolo, and 0,03 per cent for the secondary scheol
seclor, For the non-goversmenn sector, the rate was 2 88 per cenl, witle primary emohnents a
314 per cent and sueondary enrolments at 2,35 per cent.

The pusl trends in enrclment grewth are corsidersd i dhe methodology for {orecasting
enrolment growth. The vnrolinem Forecasts aie prepared by accounting for facrors influencing
tlows in and out of enrolments, such as hirths, migrstion, repeating and retorning siudends,
aaing and losses ko non-state education and students leaviag school in post-campulsory years,
Forecasts are prepated al the stale, regionasl and individual school level,

By 2006, enzolmenrs in all prioary and secondary schools are forecast 1o reach £66.000
students, with an annual growth of jusi under two per cent. The govemment seotor is foreuist
to continue 1o decline to 70 per cent of total esrobuents in 2004, compared with the current 73
per cent.  Lnrolmens in State prictacy and sceondary schuols are farecast 1o ncrease o
468 00} sludents by 2000, with annual growth of over cne per cent. ncreases are largely dow
to Saroer aze groseps moving throagh e syswem.

Patterns of Demand Growth

Fimures 10 8 and 109 use the dala [rom the regional estivnates to present the pattem of growth
by the primary and secondary school sactors acrosws the Slafc,
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Figure 1C.8
Queens[and State Primary School Enrplment Growth, by Region, 19952005
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Figure 140.9
Queensiand State Secondary Schoal Enrolment Growlh, by Region, 1995-2005
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The figures demonstrale growih in primary eurolients 2cress alt 11 regions as forecase for the
next ten years, with growth in sight of the gicews Tar secondary envoiments, with considerable
variation I the growth in relative and absoluts terms. There are alse significant decline
parmems within regional areas. The result is that during the period 1994-99, 347 govarnment
ptimary schools will ingrease candments, while 301 will decvease eurolments, znd 147
governent secendary schoots will increase enrolments, while 93 will decrease encolments.
This has an impact on the new schools required and :he need for the relocation of schools up fo
the year 2000, This regional distribution of the prowth acd decline is demenstrated in the
Tahle 1005,

Takla 10 5
Grawlh and Decline Projections for Queensland Schools, By Region

Faripd 1334 to 1992 Ferind 1226 to 2Q00
R agian Seclor Growih Declne MWew Schanl  Relocztion
Walropolitan Wees Primary 7 =12 5 L
Sevendary N A 1 .
Melrnpolitan Faze Prirnary =2 43 1 1
Sevendary i@ 110 1 -
Eavth Cgast Frirnary 43 Bl ] 1
Secendary . 12 2
Zunshire Coast Primiary 47 32 a
Sernndary 1% L] 2
Drarlimg Drown: Primary zl LY Lk
Serondary 17 140 4]
Lot Weslern Primary 16 ] 4]
Secondary 1d a i}
whde Bay Frimary M 2] 1 2
Seccndary 1t 14] 1
Lpricern Primary 1 il M|
Secerndary 14 14 1 .
o rthere, Frimary a4 32 ! 1
Secendary ! i 1
Marth whest Frimary H1 17 4]
Secondary [ 3 o -
HerrrsLla Fritnany a7 a1 2 ?
Sescndary 18 u 1
Stake Tolal Frimary 47 1 28 H
Seacondary 147 53 10 4]

Source: TCapartrmend of Dducancn.
Yote Toe 65 Secondery depariments are includer in e scoondary figuore:s.

The extimated cost of Lhe mew schools 3 3232.7 miilion.
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Placning for demand in scheel education must include decisions about the location of new
sehools, refurbishiment of schoods (o increese capecivy, and retionalisution of schools to ensures
that rhe distribution of scheols enhanees the provision of services and the edwcational
cutcotmes of students.  The Depanment’s stretegy for management of capital and asec
mainlenanes shoaold provide this fremework,

Planning Processes and Demand Growth

The manapcment of eneolment demand coguires stradegios both within the Tepariment of
Education and through the Leparment’s myvolvement with regiona planning processes with
local authorities. The Departirent has, as already ooted, developad management sbralegics to
address infrasteuctre development and enrolment demznds over the next five (o ten vears.

The process of developmed of lndeese plans, with the allocation of locafions for social
infraserncoare sech as schoolz, should ideally provide a dearee of certaingy o public service
providers. A plarming and coordinabion process {or ‘growth management frarmework '} shoubd
ideally ddentify an appropriaie sequens: of development biesed around undeveloped areas that
are already provided with, or represent a logical exrension of, existing nerwotks of roads,
sowedage, water, and other infrastucture.  "Out of sequence” develogprnent will some thnes
accur, and plans will evolve over time, but the pracess shosld provide the maximom degree of
cocrdination antong developers, service providers and relevant authorities.

“he Department has developed orocesses for working with the Department of Local
Government and Manning wherehy major or controversial devetopment proposals are relerred
Lo Hducation for assessmesn from the point of view of cost impacts upon 1, particularly where
the sequencing of the development will mean that it will need to provide educational facilities
ahcarl of time by 2 nomber of yesrs. Where develupment has preceeded shead of lime, the
State government, and the Department of Lducation, have been successtif in nepaciaring with
same developers, ¢ voluntary contribution to the ‘cul of sequence’ costs incuned by the
Deparmert in bringing forwerd infresiructure plans. This includes the development st
Springlield in Brishane, where a judament was made to the eftect that additional costs wmposed
upon the State were In the order of 3.9 million.

The demand for education services will put pressure on the education system for the current
and caoiel costs ceguired 1o mest the dispersed pattern of enrolment geowtle This s
pacticularly o ar the repional and sub-regional level, whera growth and decline in enroliments
will require rationalisation of facHities.
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10.7 Future Provision of School Education

Services
Key Points
. Enrolment growth ond deciine ar the regionod omnd wchool fevel auer the next

fER YOuTS TEQHITEN FIIRAFEMEN] Provesyes lo moximfie e gffective use of
FesalECeS, witife vuriniainieg ar increasing lewrning outcomes and access and

eynify objectives.

. Schoot based menagemen and resorce aifocotlon mathods witi be the most
effective way fo deliver services within badget constraints,

. The availability of funding for coveation services will be maximised by ithe
Department of Education havieg comtrol over off pellcler and resouroes
reguired ro provide ity services, with resencces allocabed in relation fo specific
aactpeis determined v the planning and badgering cycle.

Infrastructure Management

Analytis by the Bducarion Deparment fndicates there bsoa considerable surplus of student
phaces i many cxisting schools and a deficn in accommedation af growing schoals, as well ax
a need o budid new schools o meet the denand. As geowth demands wil need 10 ba given
priovity For capital investment, thera will bz a continued expansion of the accumulaled backing
in the necd for assel refurbishiment, rensval or replasement.  Action s required o manaps
infrastructure in pew ways, a5 any shorfali of Tusdiag will not be solved through an increase
e budget fundivg, Prionty for funding will remain fooused on servicing prawih.

Strategies to consider, both external and intermal to Fieeation, include:

- State-wide planning and coordination processes among developers. sarvice
proveiders and authoditivs which seck to *manage’ growth and the sequencimg of
develapiment =0 as to allow the meost cosi-c e ive delivery of publie sorvices;

. a leage versus ownership policy which acdresses the issues of whelher 1he State
neads b own all poblc school facilities, or whether the provision of education
services cauld, in some cases, be provided through lavililies which are privately
awned, to reducz short tenn dicect budgetary outlay and a maore flexible
provision of imporany Gaeililis;

. innovetive capital investment, incliding the sharing of facilitics such as sporns
grounds and libraries with private schools, as has occured i a rumber of
instances with a contribubion from developers segotiated in order w2 bring
forward the school building timetable:

. desiphing schoels for a specific liteevele and, so, reducing over-engingering of
desizn standards for comstrociion o ensure the best result for 2ach dellar spent;
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* investigating the poteatial for new technelogy o chanps service delivery;
* greater rationalizalion of schools w release capiial for reinvestrmant, with palicies

which enzure rerention of money from sales for reinvestment at terms which
provide the inceniives for disposal o under-utilised assers and equipmed;

. redesigning schools, pacticularly i orban oreas, woseek more eost effecHve gse
of land;

. clusrering of schoois w allow sharing of cuwicuium tacilities;

. increzsed usage of schoc] Tacilities, either for educabion purposes or after howrs

by a variety of users; and

. chantged management atranzenents with ciear finder‘orovider relationships with
direct management of the maintenance budpet, and witle capitl works onsiad
frorn povernment provision so aliemative servics providers can be approached to
creatd a competitive market place. This alse requires the developnical of
appropriste  conlracl masagement skills end implemenlation of information
sysrems for comrract assessment and maonitoring,

School-based Management and Resource
Allocation

Tiis approuch requires the devoltion of decision making to sehools, with tie apprapriate
resonites allocation. ‘The role of parents and the comnmnity will be impatant in this approach.
The Department has a parinership agresment with the peak parent orzanisation that will asaist
it this, Managemuent of resources sl the school level requires the developreent of a budget
framework to identify ail the cost elements and to determine 3 meshodofopy for their
allocation. The efements would inclide core irems, such as salarics [or muansgemen and
Leaching positinns, lraining and profesdonal developmenn, costs associated with the premisas
and information eechaclagy maintengnee, the provision of ancillay services, including
cleaning services and school transport, and assal munagement ard mairtenance

The atiocaton methodologies for a school based budgel wiil need W review the reasons for the
v delivery cosl in Queensland compared to other States so thar the ability to maintain the
current standards of educational owtcomes is reflected in a schoot budget. The parlicular
eerors 10 consider revolve around the wacher allovulion models, including the need for middle
Managemenl positions in primary schools, the amount of non-conlact time for teachers,
particularly in primary schoaols, and the level of administrative assistence pravided w schoals,

Student Performance Processes

Fesource aliocation for schools will need 4o be in the context of defined sets of educational
vuleomes, which wil he established around the corrent and planned procedures for student
serformance assessient. The students who are identificd through the wsls and the student
performance standards provess will reguine specific resovrces, but the interventions need 1o be
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soessred 23 to their effeciveness for the resources allocated. Students with special needs, such
a5 smicents with disabilities, will cequire particalar abtention in the assessment of the cost of
providing edncation scrvicos 1o Lthese students in a schood budger

Outlay Projections Over Ten Years

Projections for outlays for Education cver the next ten vears have been estimated based on cost
nengeal assumplions about how the Depariment may change in line with stuctural and delivery
changes through school hased munagement medels and the realignment of the nor-schoul
lacalions regaired 1o service this rvpe of madel. It b also based on the assumptien that the
Drepamment will curry oul a rationalisation of irs asset hase so thut assel growth and
maittenance requirements are larpely Tunded through redistribution of the revenue raisod and
throcph cificiencies achieved by management control pver its asset and maintenance budger
and the vee of competitive tendering,

The base allovation Tor the outlays it linked to envalmen: grawth in both the govemment and
non-goverament sectors and the provision of new and upgraded facilities, Antivipated ruul
growlh in salatiesfwages and non labour factors reguired to meet the main determinants of the
chanpe in hase wllocation has also been factored in Figure L10 proseats the growih m
outlays in 1995-95 constanl prices recuired over the next ten years to meat enralment growih.

luble 10,00
Queenstand Education Expendilure and Enrelment Ferecasts, 1996-97 {o 2005-06
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The projected autloys show a compound grewth rate of 2.1 per cenl, with errelment growth in
tae sovernment schosl scelor of 1.4 per cen? and in the non government school sector of 2.4
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pur vent. The profjection Tor grivwth in oullays, al 20 per cent, iz less than the growth over the
past ten years of 2.5 per cent and is 1535 than halt' the expected growth it gross state product.
FHowever, this rate will only be achieved if the munsgeanenl proveesses outlined in this sscton
are impfemented and the Trepariment is abls to realise efficiencies, particulariy in menaging the
assel bace, ancillary services and school fransport,

The projections have aok Factared 0 any adjustment for the move to school based management
and resource allocation methodelogiss which mey require some upward adjustment of certain
categorivs of stalf ab schocds. The projuctions slso assime no redfuction to base funding.

Recommendation

I The manepement amd vrponisotion of the Deparimeny of Edvcation shouwld ba
rextructired around its cove busihess of reaching and learning, througi:

. schoof based manugement of proceises uwd resources fo encgre {iHis
respensibility ard gecramability for the provision of sducetfonal servicey
ire piaced ot the pofnt of dellvery;

. develapment of approprinle resvtrce allocatinn methodologies wihich
pravide sn overall affocofion that covers teqehing and nen-teaching
stff, premives and guclifury and suppart services for school-bused
HNULES eI

' ceniitiied commitinend fn student performance mieasnrement ang e
atiormiion of rasources fe sdenis on o needy basis, as identiffed throuph
Hrexe grocesses, and thirongh aceess and eguliy progeoms;

. overall planviing aod ‘vontract badgeting' arrangements wnder witich
fhe Peparimenit:

receives aitthority foo ity fotaf ressneces via o performance or
service ggreeatznt veiting ypecified owicomas;

- Bas fall management costrel wver the allocation of these
rexources- - fclding the prrohase of schoo! transpord, building,
refurbishment amif mointenance af all assets, project nunaygement
servicey and provision of uncilfury services such as cleaning; and

s maximicm flevibifty and zfficiency i the Deparfmcene's  invcrnal
ullocation of resaRFces WroNgh rovennc retention amid other incentives
for disposad, reinvestiient and reasvigumient of resaurces o achiove
edficational mufeomes for studenrs aorass the State, within cffective
planning and coardingtion frameworks, especially in growih reginny.
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Training

Key Points

The Statc has for many years under-invesied i frainizyg compared with othier States and this
Rax contribnted o Oueensfanid's fow workforce sEif profile and low productivity
petfarmance.  This does wed, however, secesserily (ransfate inte o case for increased public
Sunding. and othier opporinities o lever addiional teainiey effort and contribution from the
privuie xcoher, ncluding botle businesses and brdividaals need fo be plecsieed.

Findings

Oueensfond's expenditare per measared stdent comiact hour of publicly
provided fralieirg Was changed with e re-basing of iy 9P siatistivid
eoffection.  Subject o guafiffcations o data comparabffity, Gueensiond
remains ene of the lowest coséd providers, Victorls belng the fowest,

Cieectistand fras wnder-invesied i State truining refofive to other Stafes atd
Tervitories for some pears. TAle & tie case borh for Goveremeni, wiich i
domningnt gy both a purchaser amd o provider of treining, otd wsees of traiiing.
Cheeensiand (which hoac relatively fewer large enterprisey compared with
southern States) {5 alse fow i ewterprise expenditiers an frafming,  As in other
States, fwdividuels conwibute only a small proportion to the cost of their
trafming.

The Srmate's workforce has the lswest gualification prafile for vocoiienoe!
eiducation overall vf any State or Territory. and law skill parterns appedar 1o be
refuted fo Hie Seare’s fow performupree in bbaur productivide.

Gueensland need mot proclsely matcl the skHE prafile of ofther States, bud even
it moderate reduction of the pap in the highest peiocity areas wontd regquire the
couivident of XM mfition addivonal resources fo be found euch pear
fprogressively) for eight years, equivalent 1o @ five per cent Hft in productivily
giach yaar, to be achiveed within increwsed effort from botle purchasers and
previders of trelning,

Resource or service agrecments used ta aflecore funds fo public providers af
training need (v be fmproved o replace the ‘thronghput” measure of Stident
condnct Bonrs with more direct measures of skills formation eetcomes, such as
ediele load and cotirse completion rqtes, sad o ensure that pricing (on a fulf
aeersod Basiv) iy comsfaretdy reviewed 1o compeditive benchmarks.

Managentent infarauetion xystenss need 2o be imprived (o provide reliable data
on fingncicl, Hrranghput onid oauiput measures for the publicly fanded
vocatiovmal edacation and iwraiming system in Qwcensfand, ax the basis for
henchmarking performuence und for meaningfaf rafione! comparisons.

Compatitive lendering pracesses need to be lntrodieced for the provision of
infrastructore and anciifaey serfees [n e TAFE sector,
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[0.8 Introduction to the Vocational Education
and Training Sector

Key Points

. uicenslund iy relatively efficient in ity nse of reseurves to deliver fraining
axipur, but for somie yrars past fras wedecfnvesiad fn training refative to other
Jiates.

. Cheeeuslaied Bas the least skiffed workforce and thiv belpy explain why ifs

ECoRiic prowtl lras been faw praductiviy growii.

. fligher pubitc furding s nof necessarily the guswor, and other means are
required to lever greaier privaie effoet

Lrovernmenr funds reaining fo proteore shill fornsation end as a result, competitiveness to assisl
Job seekers and the wnemployed, and (o pumoe scoiul abjeclives suck as egeality of
opporiunity. Quesnsland is under-achieving against these ohjectives bacause its inveshuent in
training fper capiia) has been lower than in other States. [t has 2 relatively low skilled
woerkfanee (rellectid in the qualifications profile of that workfores) and this hekps explain why
the State’s economic growth (based on zopolatson inerease} kas been low productivity growth,
This 15 not a recipe for long-tenm competitive success.

Cueensand aged oot have precisewy the same level or pattern of workforee skiils as ather
States, but lifting the shill profile towsnds the rational level wonld hring sigeificanr benefico
taver tima.

This does aot imply thal public lunding of the vocational cducation ard training sector should
necessarily increase. ‘There is scope o leverage greater priviie effor, and a better responsc
from providers, by creafing a nrore compelilive inarket driven more by needs of the users of
skills, enterprises and their employees, an, through wider use of 'user chaize” (users assisted by
public funds free to choose a provider and services). However, recognition is ocoded that
mrackets may be dilficuil Lo promolwe in seme silwations, e, because of the infrastructure
requirerients in particelar fields of stady, and parceularly ‘n mral and rereote locations, There
will zanbinue to be 2 major public role in vocational edecation snd ruining, and a major role
for TAFE.

10.9 Profile of the Sector

Key Points

. A camplede breakdown of e vocational ediicatfen and iraining market in
Lecnsiand by pirchaser (whoe pays) and provider (who delivers) i nof
availuble, bt government i dominant on batlt vides. I i5 estimated that 66 per
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cent of TAFF revenues cais frum the Siate Government, 23 per cend from e
Connmorweelth and only mine and foue per copd Jrom enterpricas anf
individuiols respectively.

’ Govegrament iv imvalvad in vocational edueaiioe and training provision firasgh
TAFE garicultural coliegas and secondiry schools.

. There are several ixndred etfer providers, including cammercial, commmniiy
ared gntergrives fueded by CGuvermnent, indusivy and individuels, indicoting a
ool bagis For o comperittos trafning ket

The secior has been detined as thal part of the education and training system which provides
mdividuals with the skills and leaming expressly required by enterprises aitd industry,! The
sector delivers services in two main srous, enley Jevel traiming sad wock fozee draindng, s wael]
a3 through labour market proprames vanovsly targeted ar the unemployed and other special
groups. Traiing may clude seme general education and may take place on or off the job, up
e and including the level of para-profesadonal.

Training providers inchude TAFE iostitutions, comananity, conunercial or other aion-TAFE
training, institutons as well ae epdoerprise training armx. TAFE iz the dominant provider
natignglly, with abous haltf the sector {in revenne ferms). the principal porchasers are State
Governenend {Lthe main source of TAFE revemue), the Commonwealth Government, erlerprises
and individuzls, The productz of the vocational sducaliona] and draining sector, skills
recognised in gqualifications or Zained in worecognized enterprise or olher raining and
activiligs, condribute e the commoen skill poal Tor Austrabian iochastry

Government Responsibilities

The Minister for Training and Industirial Relations bas responsibilicy for the Gavemment’s
puichase of Iraining services and For ihe allocation of respurces which come Fron the
Cemmanwegalth tecer ihe Awxiralian Madional Training Authoriey Ageegmment. The blinister
receives advice on the S1ae Training Protile from the Vodationzl Edocation Training and
Empioyment Camission, a statuwlory aotl ily with responsibilily for strsteaic policy advice
an the lraining markel, employment and the ailocation of rescurces to training activiries. h
also has responsibHity for;

. regulation of lraining, including apprenticeshiz, reineeship and other frainmng
gystermns,

. accreditation of vocadnnal educatian and training caurses.

. regeskration of the providers of accredited training courses; and

. recognition of establishments as approved training oreanmsutions.

' The Allee Consslting Sroup (June 1994 Suecesoin’ fefor rapnrtetion SR for Ausbenlinas nmed dusiesizon
Faerprisas
' The Alen Comseiting Crrunp d Decemnber [993) Enablshing e L e Trsteadon Troming Marber,



8%  Chapter Jen

it comes under the wobrella of the Depactiment of Traiaing and Industetal Relations, the
responsible division being known as 'Iraining 2nd Bmployment Chieensland,

Purchasers of Training Services

Governtaent is the main purchaser of training, purchasing ar estimared 4% per cent of the
dullar vatue of the national maining marker, estimated at 38,344 million tor the year ended
1992, The funding sourcsd from cnlerprises s estimeled at 45 per cont, and seven per cent s
from individuals, with one per cent unatiributed ® Information is not available for {Jueensland
omn 2 cumpardble basis, covering the raining market as a whaode, [nformation is available only
an the pattern: of purchase of training from the public provider, TAFE Quecnsland, and this
does not enconipass 8l costs {ep pay o emploved ‘rainees wh:le training). For the year ended
Decomper 1994, 3433 millicn in training services was purchased from TAFE Cueenslund by
the Stats Government {604 per cent), the Commonweslth Govemment (236 per cent),
erterprises (9.0 per centd and individuais (4.3 per cent] and 2.6 per cent unattributed, The
Swste Government also purchosed 336,955 million for services from non-TAFE providers.*
This does indicate, however, how law a sroportion of the cosl of framing investment is funded
by the main benefizianes—the Rdividoal trainees and the enterprises within which they use
their skills.

The Austrelian Bursau of Statistics, Emplover Training Expenditure Swrvey for July to
Suptembor 1993 indicated dhal ocganisalions i Quecnsland recorded the lowest training
expenditure of the States and Temitnsies, with 2.1 per cenr of pross wages and salaries and
FE30 per emplovee, with the Australian average af 2.95 per cent and 5192 per employec. Al
rthe tame time, Cueensland recorded the larpest incremse in total fraining expenditure,

mcressing 30 per cent from F112.% million in 1990 to 51440.5 million in 1993,

Training schemes are largsly publicly funded althoush, under *user cholce' initiatives which
are being pilated, there is a transfer of commeand over furds to the employer and traince 1o
tmake the decision an the provider, and hence on zspects of (he services, Training of existng
employeds may ba provided in-nouse by internat wainers or by putside tramers.

Another devewgpment in parchasing ammanpements is 2 move [0 joint venmres between a
provider, nsually & TAFE instiwte, and  an enterprise which provides the location for the
traicing. This 5 alse being expanded e emiey level training.  Iadustry purchased ieaiming,
services also include traming provided by equipment supplisrs as part of their own chent
service.

Tridividuals ars themseives purchasers to dhe extent that they pay fees and charpes. TAFL fees
and charges ave very lov, compared with thase applied in higher education under the Higher
Education Contributicn Scheme, bat private providers' Foes and charges can he mueh higher
TATFE itself can alsoc operate in Ihe commercial or “fee-for-service’ area. Ewen in this area,
most tees and changes are paid by enterprizes in exchange {or g custiomized service, rather than
by individuals.

' The Alles Coaeroltlng Growp (Theembar 19941 op el
B Figuzes provided by the Depariment of Ureining and Indusdnal Relaticns,
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Providers of Training Services

TAFE is the predeminat previder of training in the counlry with an cslimated 4% per cent of
the training by dollar value. ‘The next larges: provider groap is the enterprise secion, with 32
par cent, and the remaining 23 per cent of waining i provided by a range of commercial,
irdustry-based, communily and edull vdueation eentres. Training provided (as distinct from
purchased) by encerprises breaks down between :n-hoose provision (17 per cent) and bundled
trzining provided by sappliers and equipment macufaccers (13 per cont)?

In Queensland, while the main Governmernt provider is 'TAFE Queensland, poublicly funded
traimmz s also camied oul by agricultwral colleges and secondary  sehools The
noea-goevennent providers constituge a varicly of commercial, enterprise-hased and community
frranisations,

TAFE Queensland

The TAFE systems in Queenslard is the main provider of aceredited and recognised courses.
TALL Queenstand i3 the arganisational name which covers 2 State office coordinaling function
ad the network of sovvice providers in the 18 Tretituies of TAFE.

The Insitute mode] invalved the amalgamation of the former 32 Calleges inlo |8 Tnstityres,
and was completed Tor Lhe 1994-95 financial year,  The a‘m was to achieve inereased
efficiency and effectiveness; inclading greater capacity for client ownership, improved
responsivencss o demands Tor training; imprivved guality of soreculune, flexibibity in delivery
maode; more effective nse of facilities and broader career opportunities for staff. it invelved
the devolution of State office functions to the Institutes. Ower the past three vears, staffing
lovels in the St ffice have aceordingly decrsased from 537 to dess than 160, with a
redirection of resources 10 the Institutes of 344.4 million in 1994-95. The Slale office retains
strategic plasning, managemenl sod coeurdination roles, as well as performiance standards and
manitaring,

The Institutes are located in the major papolation centres in the south east corter and in
regional and some rueal areas of Cueersland.  Lach is provided wizth 2 budget through a
Fesource Agreement with the State oftice of TAFE CQueensland which spevifics the iraining o
be provided by field of aclivily and stream.

Agricultural Calleges

The four Agricebiural Colleges were estabiished orviginally ax rural training schools vader the
Rurct! Training Schools Act 1964, andd now orerate under the Agricsdtural Colleges Aot 19935,
The Callapes are located at Lalby, Longteach, Emerald, and in the Burdekin, They uperawe ax
independent statutory bodies, sach governed by a 12 mewber callege hoard.

The Allen Consuliing Giroups { Cecember 1994 op il
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The colleges will receive $11.052 million of State Govermmenl funding m 1995-946 G provide
for 4273 students Lhrough grants in the budgst eliocation of the Yocations| Education Framing
and Employment Commissian,

The calleges conribute 1o the cost of their operations throngh studect fees and from famn
aperations. [ 1993-94, dhis smoonted W over 37 milkion, but the extest of the revenue from
farin cperations varies with seasonal conditians,

For ihe purposes af national reporting and, subseguently, for walusion in maintenance of effont
valculations under ihe Australian MNational Training Autharity Agreemenl, the agriculnmal
collepes have been defined ss par of the vocationa! education ond (raining sector, and are
allocated part of the State Training, Prafile 1o be delivered.

State Secondary Schools

Sceondery schools have been registered (o provide wraining courses ro their students which
receive recogmition under he vooationad educalion and fraining system,  This has been an
increasing area of activiy, with the ohjective of incressing the oplions provided ag e post
compulzory kved of schooling, There were 350 TAFE subjects for which year 12 studenus had
restlrs recarded an sheir 199 senior cerbificeles. During, 19%4, & per ceat of year 1] and year
| 2 sludents n zovermment sehools and 26 per czot of students in non-government sehaaobs were
enralled in ome or more vocatienal education and traming sebject. The mpjority ©fF s
activity, 90 per cent, was For courses acerodited by the Voeations| Educstion Traimng and
Fmployment Cominission and leading to 3 major wwaed, cemificate or qualification,  In bay
D94, there were 58 schaols repistored to provide braining avd, in 1995, thiy auwobar bad
increased to 128 schools {107 gavernmert and 21 non-povernment) repistered as private
providers of 268 tralning progruns. Mast of these programs were in business and hospitalivy
areas.

There are also schoalz thet do not seck divect registation with the Yocational Education
Training and Education Commission  but want 1 peovide voeittional cducation and lraining
subjuets ax un oplion and do so under the extended registration of a TAFE [nstiute or private
provider. The provisien of vocallenal education and lraining within schools s growing, with
the Departmept of Education planning to offer hazic level t-aining certificates as part af
increased aptions (o siudents.  However, currently such eifort is not included i the
assessinent of Stare offorl for the purpose of the Australian Mational Trainmg Authorily
Aareement,

Non-TAFE Providers

Informarion on the range of non-TAFZ providers of frining 15 based on tose whe are
registered to provide traiming courses.  The non-govermment fraining provider market
contimies 1o wrow and as 2t May 1995, there were 279 non-government providers registered to
deliver accredited or recnpnised conrses, compared wilth F37 in 1994, as delailed in Tabie 10,5,
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Table 144

Category on Hon-TAFE Providers Registarad to Deliver Acerediled/Recognised
Courses, Queensland

1534 15935
TaillsheresSormmmnily Provicers G 44
Frivale/Commercial Culleges 27 157
Grovernment (othar than TATL) 165 L3
Enferprise Mroviders g 24

Sourge; Trang and Emgloyroerd, Cucens ool Slile fracnenig Frobfe §E5R

There were 34% weeredited courses, sleorl courses and training progeams which were developad
ot being develtoped by these providers in 1995 The main arcas of these courses waere 24,2 per
cent in business, T8 per cent in gvighion, 7.3 per cenl in comenunity services and welfare and
thin 7.2 per cent ncach of Lealth aod hosptaiity.

The fest Austealian Burean of Statistics survey of commesial raiming providers i 1994
indicated that there were 3,1 74 privale drsining providers Avstrodia wide, with 469, or 14.8 per
cent, in CQueensfand.  FThese Queensland providers indicated that they deliversd E.065,000
lraining bowes to participants, that 226 per cent of thern conducied courses under Government
labour market progeams, compared with a national avarage of 23| per cent, and thar 1%.2 per
cew al providers conducted accredited courses, as against a netional average of 12.9 per cant,

Outputs from Training Providers

The traditionsl ovlpul ineasvess rom the providees of raining lnclede student contact hours
and enrclments for the courses, lowever, these are rexlly throophpat mexsures eather 1han
cirect measures of outcomes, Measures such a3 modeie load complation rate and compietion
af qualificatioms are cleser ke caploring oweomes Trom raining {eapecially o compekney
baced training progeams, where completion must involve skills scquisition). Such measyres
are rmere televant to Govaemment i teims of s investment of resources it Waining, through s
roles of purchaser and provider of lraining,

Thuse mweasores of performance ace considered in the nexi subsection in reference o that part
of the system which is publciy fimded and provided throgh TATE Quecensland, Hewaver, a
sigificant divection for e future is the general trond to the intrpduction of competition in the
purclise of training services through competitive lundiog, mechanisms, where public funds go
direct to providers, and for wider uss nf ‘ussr choice’ in shifting decizion-making prwear to the
ultimate wser,  Cher time, such initiatives shoold improve performrance of all providers and
sncaurags mors private eflert.



S0 Chaptar Tan

10.10 Performance of the Vocational Education
and Training Sector

Key Points

- Hihife dore  probiems make comiparisens  geross  jurlsdicrions  diffical,
Queensiond appears to be relatively efficient falthough not the moxt efficieni)
in rasource qye for piven ‘thronghpu’ in the publicly funded vocaidonal
eiecatien aid tralning socior,

. Queensiand ranks relatively low in respect of kep measuwves of skill furmation
autciomes  madule complzzion rates and the overall vacobional education and

fraining qualiffcations (skidD prefilc of the werkforce.

. There is no avaifadle evidence to fndicare ol Quesnstand performs differenily
for other jurisdictions, either on gverell qualifty of rreining or apainst cquity and
ACCESS pORls,

Measures of Performance

The comrparative performance of the frainfng seeter in Queensland is constdersd through
tneasyres around the commmon and agreed naticnal goals for vocational education and training
bassesl em wrork roporied in the Report o Gevermmeant Seevwee Pravision’ with:

. effectivenezs indicators centred on ndustry outeomas in terms of skill formation,
increased participation (access} and bmoroved student outcomes in lerms of
gquality nf {raining, and ackicvemen: of employmeant ablectives involving use of
the skilks acquired, and

. efflciency measures expressed il terms of unit costs.

Compartspne herween States and Territaries must be approached with considerabie caution
because ot ditterences ia the scope and boundary of the costs and the activities messared, and
because af ihe extent different organisational srranpemerts and churacteristios of each State or
Terrizory influence the cosr of delivery, Tar exampls, population densities, provision aof
vocational education and wraining 1o Aboriginal and Torres Strait Islanger people, the types off
courses provided, dispersion of delivery sies, and commuimity obligations influence the cost
strcmre.

The Riates and TerrHories provide information to the Australian Marona! Training Authority
atn training effort and the allocation of msources, which is published®,  Information from this
sowrce and the Reperd e Guverament Service Prodsion have been mainty used in this section.

" Siecring Committes for Revenus of Commonwealfrsae Scrviee Peoviskon (1995 Reprer an {Inverdsttn
Sprwice Frovicios,

" Anstralitat Matinnal Traiming Authocity {1995 Pinrcticn womd Resonerger Al pdvaarny_forr F P,

" Biegring Commitec foar Review of ComnionwcaillrSilale Servics Provilzivn (1995) op &
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A significant Hmitation to the comparahility of dala is the fact that an audit of the preliminary
1994 Queensland statisticai colfection has led to a revision of the database, and has had the
effect of changing Quuenilmad’s relative posiiion from the Jowest unit cost of any State
second o1 third, on the assumeston thar the resules of zidits in other Statzs and Territories have
alse buen undertaken.  This also eftects the relative position in tenns of some of the
effzctiveness measure which wse studeol coolacl hours, &5 the size of this measure has been
revised downwards feom around 47 million to an estimated 40 million.

A national effort has beern made 1o develop managenest mflormation standacds which require
S:ates and Territories to ensure that their managamen! informatinn systems provide the duta
required for meanmeful comparisons. The etfects of the itplementation of the srandard are
apparest tot the st time in the national reporing of 1995 perfunogace data,

Efficiency Measures

The efficiency measures used for comparison are the averape unit cost per student contact hour
for tota. government Munded activity, and for growth fuading, and are presented in Table 10.7,

Table 10,7

Average Unit Cost par Studemd Contact Hour: Tolal Government Funded Activily and
Commonwealth Funded Growth Activify

1934 1995 1946

Total Girawth Telal arcwth Tote] Growlh
Yew South We'es XL B34 443 B9z 4 ts 781
Vigtoria 2.m 041 H1d b &h a4z 3|
Queerislarl 7 ez A.06 A6 B.A0 B.26 20
Snuth Ausirala 12.78 11,54 ) R ) 1188 a8
Wikt sm Aeshialia 11.77 7az L1E? B 1151 1043
Tatmara 1= a2 1548 G0z 18.31 8 ue
Worther s Territory I TR 977 L] 1+43 1063
Aualra!ian SRQItal Territory 12.494 B 7h PEF bR 12 b Had
Malinnal Average 3.27 7.08 8,33 744 9,17 805

Souwrces: Linwaighted asta from Tralrng anc Employment, Gaeenslend, Sake Trarrpng Prodtia 15529 Finangial
e atian supplied by States, preserted ir Austral an Matigna: Training Autlorily, Discoitons eeo Mesgurce
Abrpcattons for 1998,

Tahble 0.7 was compiled from dats collected on projections made before the awdit of 1994
performance data and the subsequent rebasing of Quesnsland performance.  Table 10.7
indicates thal Queensland had the second towest average unit cost after Victovia for rorad
govertenent funded activity,  Queensland has had one of the lowesl average unib costs of afl
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the Sratez and ‘Tercitories im the growth funds over the period, and is well below the national
averaze. It s expectad that the situation will remin relatively sunilar wheo the 1995 dala are
releused by Ausiraliun Malional Traiming Aothority.

Cheensiand’s re-based flguire Tor 1995 ncluding siudent fees collected and el lead office
expenaes 15 estimated ab 10015 for TAFE Queensiand’s expendilnes per student conkact hour.
If student fees and charpes are excluded and head office charpes are appottionsd belween
government funded and (ee-for-service activities, dwen the rebased Brure s estimated a0 59537
per stucent contagt hour. How this compares with other jurisdicnons depends on revisions o
their daa.

Effectiveness Measures

Toe prelimvinary Cramework of indicators for eflfeciiveness in che vecational edecarion and
fraining sector covers three areas.  Lhe first arez is fadbsiey outcomes where the indicators
cover graplover salisfaction surveys, actual versus planned aclivity froon Wi Stute Traiming
Profile, aod vmnel mdustry demund. The second srea is access where the measures are
parhicipation rates, including raees for the tarzer oroups. The third area is sfuslenl owlcomes
wikh the measures being graduate destination and praduste salizfaction levels, saad module ioad
conmplelion rales.

Industry Outcomes

[ndustry outcomes cover employer sanisfacnon with the quality and relevance of training
received by tmpoyees, and the extent w which the State Training Profiles are uchicved given
that these Profiles are developed through a process of comsullalion with representatives of
imdustry. Muore fundamental to the State’s econamy are skills formation outcormes. best

rasired by the distribucion of qualifications in the warkforce, discussed laree i s Chapler.
Crata on employer satisfaction which are cumpareble wre expected lster in the year from a
naticnal sirvey undertaken by the Australian Bureau of Statistics. A stedy prepared for TAFE
Cueensland, a5 part of & chent services prodect, resuficd noan overall business client
satisfaction rating of 754 ner went, which is conslered 2 reasonakle result siven a lack of
ruesirces devated to building client relationships. “The report commented that il woold seem
that compettors have not as yer made signilant innsds into this purehzaer market. ‘the
overall goverminent olicnt satisfaction raring was 82 3 per cent.

The data available on the actual versus tie planned liwd of sudent contact hours are 561 o0t in
e State Training Profile as required for the Australian Mational Training Authorily
Apreement.  This is 2 sigoificant measwe for industry as the dewmand from industry for
training, toad {5 abways groster than the raining available with soblic funds. 'The resuits for
1994 tahodated prior to rebasing are presented in Table 10,8,

! Service Manapeaent Australe (1996) A Repowd oo dhe Stamcimegs of Ciens Sgeviee Mrofeer Butiness anel
Loveriument Clisat, conducted fizr TARE Owecnsiond
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Table 0.8

[ndustry Outcorme by States and Territaries and Australia: Actuat vs Planned Load
(Student contact Hours}

Laad

E00d) NGW Ve Qld 54 L Tas NT ACT Australla
Antual 935384 50.14] dHA 1ERdE LF BES 3,406 2405 4115 23513
Fiunmed gz1an R7EFA JRdaa 13BED 17,304 3458 PR 4,131 2584998

fourse; Steenng Comarmtles e Rewew of Jonneomwealths Sate 3a-ace Frovnsion {1335) Repart g Sovernment
Lreaeds Frowsrgn,

This table demonstrates thal the planned student contact hours wers achisved, within a small
margit, in every jurisdiction— sugpesting, porhaps, Lhit the plans bave beer framed with
supply wvatlability given considerable weaight. This reinforces the focus placed later i this
chapter, on the wltimale mideomes we be achieved in temas of the skil: patterns i the State™s
workforce,

Access

Overatl natiostal parmicipatinn i vocational education and training has inproved over the last
thecude, rising from 7.5 1o 8.7 par cent of the 15 to &1 year old population between [985 and
1494, although intemational comparisons of Organisation for Econemie Cooperaton and
Drevelopient countries indicate a rate of arcond o per cenl. A key nalional goal of
wocationa]l cducation and training systens reiterated under the Auvstralian MNattonal Traimimg
Authoriy  Apreement, % fo incrcase U upporunities and impreve the cutwomes for
disadvantaged groups, meluding wothen: people without sovial and lunctional skills in Eiglish
l2nmiage literacy and numeracy; people with disabilities; Aboriginal and ‘lorres Serant 1slander
people: the unemployed; and peaple in rurmi ans.

The Nazional Centre for Yocution Education Research uses module hours as the comparative
basis for participation rates, and Table (09 presents participation rates for the 13-54 year old
nponwdation s al 30 June 1995

Tatle 1019

Accass: Module Hour Participation Rates (TAFE and other Tertiary) by Age by Gtates
ard Australia, 1995 {P£r ¢ant}

NEW Yie id A wWh Tas NT AGT Australia

L5 M3 226 ing 14.3 12.8 157 08 & |

Snwecer Matooal Gentee for Yocabonal Cdacat o4 Pesea th.
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This table demonstrates that Queensland has one of the lower parlicipation rubes, and lower
than the national averape.

Student Outcomes

Matiznally comrparabic dala are availabig on the measures for smdent outcomes. The outcomes
for students in terms of employment and setistaction with the provider are measured in a
survey condocted for the Auwstradivn Comemillee Tor Vocslional FBdocation and Trainmg
Statistics. Module inad completion rates were cafculated by States tor the first thne in 1994
and this required esimation m some systenis. This rate broadly measures the cxtent te which
mdules that are stared are successfully compleled by students. Thus it is an important
measure of success in skills formation, reflected in acquisition of qualifications.  The
Australian Matienal Traiming Awtaority declioed 10 potlish measeres of module completion
rales nn the prounds thal they facked sufficient comparahilicy to be meaningful. 1he rasults,
which shotld be treated with caption, are shown in Figure 10,51,

Figere J0LL1
interstate Comparisons of Siudent Quicomes, 1994

Me-cem

fiezdaale Frepmymant (13 SraduA s SR0ETRAE 30 2 MasL e Carraletiar Habe {1
[P v -l 84 vk
B (s . | Cag A airalia

Sowrce f1 Australlan Ourz2au o Stabiencs Oeaduste Suitomes. Techoid! and Fumher Faucation, 7995, Skl

Publabion
(& Stewering Commitioe lar Review of commenwealth/Siate Serace Pravizlon (1995} mocktey Carmmissian, Repod
on Bepenrn! Seeics Frovision

The fizuee shows that Quesensland is above the Australian average Tor graduate crmpdoymoent,
and that all States and Territories ars within e per cent in terms of the subjective measure of
graduate satisfaction. The fgore shows thar Queensland iz one of four States and Territories
which share the fowest cae of modele Joad completion.

Within Crieenslamd, the performance of the Insututes of TAFE for siudent outcomes is
presented i Table 1010,
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Table 10,10
Performance Banchmarking, TAFE Queensland, 1995

Student Duteames

Ermpleymeant Rale Aller  Gruduate Batisfackion Madule L ead

Course Complation Survey  Completion Rale

Institutas Parcent (1) FPercent f1) Per cent (21
Rarner Ras H2 B0 5741 A LE
Ararrar G700 a2 R 7374
firizhane 2. A A% a1.32
Cenbral Queensland .90 G0 Bl FEX-18
Coalopla Sanshine Fr.30 “a. LK -1
Far forth Qu=ensland S0.40 g F455
Gald Coase 76544 =0 AR 8074
Lapan 45 30 =18 Jals
Mzreton BS.A0 A9 5R 7330
Moot |sa T8, n.a. Bz
fart g g, 1.4 antt
Cpon Learning G750 Rt 3R
Southbenk B A7 R .07
Sauthe:ss Queanslang TR ar % Th.=2
Wide Doy R 40 41 7 74
Trrongy 210 a3 10 FL-Wa

SnLrce: (13 Austalian Ceorsmitee for Vocational Edacat amasd Traiemy Slabste srfistralhan Boereals of

Statencs, 1585 Graduate Destinagtion Survey;
(2 Australlan Yocetienal Educalion ard Tramwag Masagement nlarm-anon Stabissal Standacs aata 1994,

Mote; ma, Mot awsilabfe,

The tahle shuws thai there is cousiderable variation aceoss the [nstitstes, There are Instiniles
whicth perforned above the Austruliun awverage Tor graduate empleyment and the majority
performed at a better tevel ta2n the Australian average for graduale salisfection ss presented in
Figire 111, For the modulz load complstion rate, only the Open Leaming Institues of TAFE
achieved a higher rate than the Australiazn svergpy.

Qualification Profile of the Labour Force

The most important oatcomes for ndustey and for stludents from the vocational education and
lraining systent cencemn the amainment of qualifications represcnting seguisition of skills.
Success in these terms cguales (o a mote skilled and productive workforee for employers and
the prospect of higher earnings and belter johs for gradoates. The level of attainment of
qualifcztions from the vocational education and training system is thus a pood proxy measute
for =kills and competencies. The CGreumivation for Economic Coaperation and Leveloprent
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Jobs St FREE made this clak for educational attaiument when expressed in tenws of years
ol sehooking completed oc the complsin of dilferent stages of cducation and teairinge, and
that, measuring skiilz and compstencies in this simplified way has the advantage of 3llowing
comparizens wikhin countries.

& report prepared for this Commissicn-® indicated that the proportion of the Dueensland
workdoree with tormtal qualifications s lorwer than the rest of Australia, The 1993 data sdwnr
that although Guesnstand bas a higher e average peopurtion of employed persans with
ckilled vocational qualifications, it has the sacond wwest prapottion of emploved persons with
qualifications i the diploma‘associate diplema and the kowest proporlion of employed persons
widle busic vocationnsl gquelifications. The comparisens are presented o Table 101

laole .0 11

State Quallfication Profffes, Employed Persons. 1995: fAgze 15 to 648} with a Yocatianal
Educatinon and Training Qualification (Per cent)

HEW yie e LA Wi Tas HY AT Acrslralia
Skiller ver 1L ES 14.02 1563 1371 15,63 1616 Lxaz £.45 1505
UnderSraduats
Dipihss Dup A Tl .44 7.14 a2 i 2495 5ah /.46
Basic vt q9hl R .48 17 - 5] L ;AR 743
TataiYET 3303 260 28,05 2l 2007 FEGA M08 267D 29.94

Srmarcar Catlen, RS D VGOERY Flanemeg (o Tapesogetaesl po e Saells Base god' Soaliheaten Protles Cogel o0 the
Durengtang barkfama.

hote! The qualilcawdns aca {he calagases vsed by be Mast-al a9 Fireaa af Statishise,

Conclusion

The data for the Sates and Territorios are enmrently aor sufficiendy robuest for comparisons of
performance zcross the Srares and Territories wilhout some degree of cantion,  Heowoewver,
tqugensland’s refatively Tow vocational education and training qualification profile and modile
load complelion mele mdivate thal Cueenshnd is undet-performing in these outcome telms,
althongh it appears 1o be relatively efficient in rescurce use. There ars oo messures n indicate
that the publicly funded vocalonal education end training system in Queensland produces a
bwer (v bigher) quality iraining than other jurisdictions, or that the State provides iraining
services which are saore of less accessiole to groups with special neads.

TR Orgeresrioz far Feenomee Cosponsiton and Develupmem Sobs Steeie Boedense and Explararions {1955
Organisation far Comomic Sonperdlicn and Noevelopiment

Cullen, BB {1#) Manning fae fepegremen Bt e Shots Sase one Cnaliffoaton Prafife, foeed ol e
Dewsarendiemsd [Fpark fiome 0
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10.11 Resourcing of the Yocational Education
and Training Sector

Key Points

r Oueenstand has the lowest leval af atning affar. indicaied dy the pap betwesn
ifr condribufian ti noligitel training experdiinre and its share of the stigea!
pogtiation. The funding Fep’ en tal baxis i 35 per cenl,

. The divisioan In the Deparimienr of Trafming ond Indastrivl Relotions which
urderiakes the role of purchaser must negeviafe, agrec and sign-off bafore the
end af each coalendar vear recource agreemeinis with off ayencies te which i
affocutes junds, incheding TAFE (neensland, the agricefiural colleges, the
Competitive Funding Prograin and Tradneeships.  The agreements need to
develop hetter pmeasires of kil outeanee, yoch o nedile loed ol cowrse
completion, and vclids fncenrivas for prodiceeity improveme s,

- (rives Queensland’s il population and ciayment prowtlt rafes, e Nrare
fias Aol bean able o i fuanding siynificandy relutive to population. The State
atesds to fnorease fre offort for vocarforal educarion and ivgining, ard imiroduce
Inftiativex to obfaiit precter comtribulions frame wsers with greafer ase of
competitive furnding ord uver elrive.

Comparability of Effort

Commpnwealth funds Tor Lhe waining svsian are allecated to the State sheough the Awstralian
Mational Training Authority Agreement on the hasis of a fable al rraining setivitics centained
in the Stawe Training Profile. The Protile is negatiated with the Australian Maticaal Traming
Authority o the Swe's behall by the Vocalhonat Education Traieing and Emplovment
Commission,  The Profile specifies activity tables for the TAFT sector, the aericularal
wrltepres snd Lo the Competitive Funding Frogram.

The Australian Manonal Training  Aothordy  has sigoalicd  ils inlemlion o cxaming
compatability of effort between States in 199G, s Resource Allocation dacument indicates
that the underachicving Swie oo benns af eliocl s Queenslond. Table (312 peesents this
informatiosn.
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Tanle 1012
Fopufation, Activity and Exparditure Share by Statef Tarritory (Par cent)

P opulation Studant Contact Tatzl
Share ra) Haurs Enralnents g Fusmds (&)
Stale/ Tesrilgry 19945 14945* 190E 1095 1496 Longe 1496
Mew Socuth Wales 33 &2 =N 2.1 AN M0l E- A LA E
Ve Lo B 25,75 2870 ot i) R0 2243 e 1
Chueen rlaml 17 35 LGS 16 24 Fedts 1E =56 14 E7 14 853
Snuth Austial:a L2101 L b bl L= B il T Tel
Wastern Australia 575 7.7 ¥ F A% R RE R 8Tl
Tasmania 254 154 1.56 LD M & 05 735
Marthern Terrltery 102 189 103 IRR 71 A g 214
Supslrahiag Capbal Tereidary » 82 152 1Ez LB 183 b B4 2 36
Tiolal 10000 1000 1L o 130,00 100,00 1000 100,00

Soarce: Australan MNatronal Tramnpg Auinctity, Direchons a0 Ralmorse Al akions lor | 96,

Mulizw: * Befurs o IS Revised Estimates

(A} 15 W0 84y ofd poyalsbon

(b Beters b course bused encolnenls

() Inghucles all Soramcnwsakth and Slate wondluwal cducaliwe arc training fonds exchding expenditues on
Cag la, Interstata Donperative Frijeeds and Sagnnal Froecty.

The tabie indicates that there iz a funding zap of 3.5 per cent between Queensland's
contribution 1o national fraining funds and its share of the malional pepulation, 1 proxy measure
of level of raiming vffort of 2 Stale. The Tuahle, which is based on pre 1994 audit data and the
snbsequent rebasing of Queensland  perforriance, indicates that Queensland gohicved a
measure of efficiency i that with a share of current cxpenditure of 14.87 per cert. the State
delivered 1627 per cent of nalenal comiculom bours and 1777 per cent of national
coralments,

Eack year Queensiand receives less than ils pom:lation share 'n the base funds allocatsd by the
Angtralian Mational Training Autherity, althoogh the State does receive i population sharc of
growth funds fro the Autherity, whick are an incroasing propartion of its total disbursements
each year.

The differsnce between Queensland's reeciol of national Tiznds and its population share traces
te the celatively low funding base in place in Oueensland at the tme of the first Austzalian
National ‘Training Authority Agreerent. The States Grants artangemenls up to and inclading
1592 were calculaied from a formuia which depended on the size of each Stare's pwn-funds
contributian @ vecational cducatinn and fraining delivery. Jueensland’s share of the national
tntal of States own-funds expendinire was bess than its population share i 1992, as it has been
in every vear for which the data are available,
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These duts do not reflect total twaining soross both public and private providers and
Queensland hias a eelatively Tarpe privele irainieg mackel compared to other States, However,
the Australiazn Burean of Statistics Lmployar Thaining Evpenditure Trom 19975 indicawed that,
after the Auvstralian Caeila] Territory, Gueensland has the lowest private secror expenditure on
taining as a percentaps of gross wapges and salarics ut 2.2 per cent, compared with a national
average of 2.0 per cent. Tae public sector had 1ne equal lowest percentane of expendilure with
the Morlhern Tecrilory at 2.7 per cent corpared with an Australian average of 3.4 per cent.™

Resource Agreements

The Swmte’s contribution to tunding the raining Profile 13 formally provided through the
hudee! pracess ta tie Bepartment of Training, and Industrial Belations. In 1994-933, outlays for
the lurther Education and Training Propram were 2427 millisn. This Program has throo
comeponents, TAFE GQueensland ($375 million); Training sad Lriployrent Queenstand (333
million); @nd the YVoeational Education Trainiag and Employment Commission (319 million).
On wop of these outlays wers the receipis from revenue raising activities of TATE instinutes,
which totalled £73.3 mitlion in 1994935, There are curmently bwo levels of resource
apreemenis which sHoeeie Tundisg in the scclor.

The st [eved of resowrce agreement is betwesn Trainicg and Employment QGueensland and
TALIEC Queensland, as the separale divisions within the Department that perform the porehaser
and provider roles respectivaly. Agreenems have been negotiated and drafted. Howavar, ¥or
vach of the Just three years there have been o number of differences which have 1ot been
resolved and TAFE has subsequently declined to sign the agreement. This agreemert must be
fnalised us the basis for the delivery of the TAFE component of the Profile. It needs to
incorporate performance standards for TAFE hased on dhe ones roquired inthe Awsstralian
Mational Tralning Auwthority Apreement on expendilure, stuclent contact hours, anrolments and
madule joud completion rates, with an emphasis on the latler, as a measuwre of skifls autcome,
[neentives to encourage productivity gains from the TAFE system as a whole.

From thiz performanece agreement flows the plaos for cach Institute’s Zelivery of s purl of the
State Training Profile. Draft plans sre prodvced durine the preparation of the Profils prior to
its approyal and forin the basis for resource agreements. The price for o stedent contact howr
in resource sgrocments s based oo an intemal pricing model which incorporates standardrssd
delivery costs covering labour, materials and overheads, weighred by the recail price index and
a locality allowance, There arg no facility charges, although the fntroduction of accrual
accounting will change this.

The lumdirg hase alwo includes non profile funding, Cammonwealth tied prant funding, special
aliocations and capital works. The agreements contain performance indicators, including for
client satisfoction, student employment, parlicipation by special groups, gualily snd efleienoy.
The apgreements also cover adat and community education provision and commercial
activities.

W Apelrelizn Burei of Slalislics Emalaper Teeinding Expeadoee, Ausiealia 835310,
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The current resotrce agrecmonts use student conact hours as rthe measure of ackiviey {or
througnput). There s e ncantive tor Instilutes o deliver training in ways which achieve
better resulfs, i oakil] ouleonee terms, norelation W resoorees wsed. The Voeational Fodiecation
Training and Smployment Commission decision w develop a proposal for o resource
allpcation progess more explicitly aligned to systenn oulputs. inciuding those associated with
Sourst untry, the kil development process end cerfilicetioo, 15 a posilive step in obtaining a
mare efficient use of the resources avallabla. Such an owpur based madel shonid encourage
altemnative delivery modes, and provide an incenlive for fositutes to focus on suecessful skil
avguisilion onlcomes. Culpul measures mosl clescly related b skill matcomes should be the
funding basis

Competitive Funding Programs

The Competitive Funding Progran was esteblished o creale a8 more indosticy deiven and
responsive vocations| educatan and fraining svstem. The budger of the Competitive Funding
Program has geown From a0 initial allocateon i 1993-M of 52 million w $21.65 willion in
[593-08 ol which $18.52 iniilion is Mrom the Commonweallh gnd the remzinedar from the Saee
Undget, with mast of the money heing growth Tunds for the voeational education and training
svstein,

Between, 1993 and 1990, $31.53 million has been allecated to promote compelilion o the
raiming rmarkel, an amount whicl 5 esimated w0 he signilicantly more Than other Austradian
Htates znd Territores,

There are two categories under the owchanisms developed by the Competitive FPunding
Program, narmely competitivg funding inimiatives and wser choice initiatives. The competitive
funding of providers initiative enables training providers to tender Tor the delivery uf training
in areas of necd identified by indusirv. This calepory inclivies a preferred supplier
arrangrernent which esrablishes long erm contracts of one 1o three years with traming providers
to deliver rairting in wmarket segments where there is currently little or no taiing effore

The user chotce mittatives are aimed at enabling empioyers and emploveas being assisted by
public funding to select ihe training provider most suitable fo them, Thore are currently throe
user clecice initiatives being trialed:

. client parrchase arvangements which allow employers 1o select and buy training
for their staff through an apolication orowess which reguires a comtribidion by the
criployers themselves small husiness has bheen a particular tatger for this
iHtiAt e

. a food processing industry project  this iz an important industey Tor Ouecnsland

and has been the targel for the provdsion of fimds o purchase recognised
traiming: and

v the Apprenticeship Training Pilor under which the employer aad spprentice can

choose the offtha-lob traiaing provider, this covers the areas of cooking,
sngincering (Cleetrical) wnd enpmzering mechanical] and haivdressing,
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Singe its inception duning 1993-%4, the Competitive Funding Program Las awarded aver 400
cootracts. The range of the training providers who have received confraces is estimated to be
the TAFFE Tnstilukes (or arownd 39 per cent, privale training providers 37 per cent, joint
ventutes berwesn TALL and private providers arousd 3.5 per cenl, and 005 per cent going o
schools, (Note that for some mitiatives, funds are paid directly to the employers with no
record reccived as Lo the training provider.)

Traineeships are a sigmiticant area of wser choice, which have been operating i Queenstand
since 1986 Recent indtigtives oo raineeships which have oeen introduced thiowgh the
Competitive Founding Program includs the delivery of rhe offihe-job component of office
skills traineeship in the workplace, through flexilie materials and workpiace tainers or hy
teachers From TAFT ingtintes. This has made drainceships mor appeating o omployers,

Currently, the competitively tunded element of the program is estimared to be 3.8 per cent of
the Qureenslznd Vocalional Fducstion Treining fuads, from a tevel two years ago of 0.4 per
cent. A prelimimary estimate for the average cost per shwdent contact hoir frie the coursay
provided through the program m 1993 @5 36,700 Estimates have been developed an mie
comparahility of The profile duelivered by the program 1o TAFE™s overall profde of student
comkact hours by stream and feld of aclivity.  This indicates that the Competitive unding
Program profie, bed i been delivered TAFE, wounld have a unit cost of 94.4 per cent of
TAFE's rotal average unit cost. Thar 1, f TAFE had defivered the Competitive Funding
Prograin profile it could be expectad to heve cost 39,58 per student contact howr (including ali
pverheadsy or $8.23% i central ofMice costs and sludent Cees are sxeloded. While the estinate
trom the program is on a relatively small amount of irairing, it 15 indicative of the potential
efficiencies to be achicved Trom this process.

The budger for the Competinve Punding Progeam iz lkely ro inerease o 337 metlion i 1937,
The evaluation of the nitatives under the program in 1996-97 will provide daection for its
Mmdding and the Melore ineceases ie e proporlion of pulilic fumding to il The prcing maedels
used under the Competitive Munding Program deed to be examined and revised to reflect
accrual accounting when available, and to obtain the fullest benelits of competition. Curretty,
Ihe priciny for the appreaticeship user chodce pilal s based on the pricing structune {or TAFR
off-the-job apprenticeship fraining. LThis prce must be replaced by zome regularly reviewed
best praclice benciinark if greater productivity from the allccation of public rescurces a5 Lo by
oitamed throngh eompeltion Alemative funding approaches, should incorporate some
contribution from both industyy and the individogl, along with greater scope tor users o cbiain
cuslomised or sddilional servioes.

Revenue Raising Activities of TAFE Institutes

The actua] revenue retained by she TAFE Tusteukes in P9M-95 was 5783 million, ol which
their commercial activities were naarly 30 per cent, the amount received under competinve
fundiing was 6.3 per cem, and fron siudent charges neatly 9 per cent. These three sowrces in
parlicnlar wiil be sebjoet 1o change over the coming youes as TAFF Tnstitiles expand their
commercial activities, more funding is put owt through competinve tunding, and the present
bevel of stodent teithon fees is reviowed,
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TAFE [pstilutes receive revenue from lraining activilies purchasad by enterprises where the
cammiercial activities are based on o facte full cost pricinz. although there is ne facliities
charpe incinded al this stage. This will changs with the inleaduction of aceneal sceounling,
While curently a small funding base, it 13 important in terms of |leverage from the private
kT LT

There is a schedwle of cnoree fees and charaes for TATE provided traming, althaugh an
exemption policy appdies. Durg indicare that Queeznslang hay one of the iowest Fee stnuctures
e one of e most generous exemption policies e Aastralia. Based on the duradion of an
average progeam of study by a TATE Chieensland siadent being, 186 haurs, the Australian
average cost for this duration of courss would he 3197 with the fees payable in Queensland
Being f141. 10, With the cxemplion policy in Queensland, the fee payahle would be 530154,
with an Australian mezn of $65.06. These data indicate that the eontribution of individoals as
purchasers noeeds 1o be revicwed 1o inorease the conteibution from this soerce ul tevenue.

Infrastructure for the Yocational Education and
Training System

The infrastructure for the vocational education and Wamicz system &5 & significamt propottion
of the physical asscts of thy Depanment of Trining aned Industrial Relalions. There is an
extimated 3601 million in physweal assers dispersed across the State, incloding 35 campuses
within 16 Tnstilutes and 1y Sfate office locations. The Physicel Asset Stategic Plan of the
Deparrment is yet fo be finalised and the asset kaszs bas not been documented i any deesil.

There is a Capital Weorks Program for the publicly finded vocational education and training
sysiem. For 1995294 the Program hud an alleeation of $3%.4 million of Commonwealth finds
and 27 million of State funds, mcluding carried over funds. [n [996-497, these figures are
estireated at $32.4 million and £17.2 million respecrively. The Australian Mational Trainng
Aalhorily Agrecrnend regoines 2 planned capiti] works program. Under the State Manning and
Bevelopment Council of Vecational Zdwcation Training and Lmployment Commission, an
assessment process has beet developed for esiablishing, pricrities for capital works programs
within resources.

Asset mainlenance for the vocational education and beaining syslem s carried out by the
Departnent of Public Works and Nousing, Tor 1991-%3, $3.2 million was expended on the
Departrients behalf,  Clearly, contiol ovear such resouice 2xpense should be cetutned 1o the
vovalional cducstion and waining system at Institule level. TAFR Queensland will spand an
estimated £5.6 milltan in 1946 on the maintenance of plant and equipment theaoaly the [ostitues
programs,

The Departirent’s Phystcal Asset Strategw Plan covers TAFE Queensland and shows that a
resource plancing eyelie 33 being introduced. The objective s to identily demand over a ten
year horizon and analyse the options for meefing the demand. so that the infrastructure needs
cen be planned in the most ¢ost effestive manner, aking account of flexible service delivery
mades and open learning mawthods. The Plan s il being developed to conform 1o
tiovernment guidelines and, overall, a more concerted efform is required to jdentafy the extent
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iv which assets are being used effectively for the pravision of fraining services throwgh b
Insiitutes.

In ihis process, the Institules need to have access ic competitive tendering for building and
inaintenanees activities tor oblain efficiencies in the rescarces availabie tor their use.

Adequacy of Resourcing

Changes have been meroduced into the viationa] education and traingeg system {0 Queensland
Ly uchicve mproveinents in productivity, particularly through the competitive funding program
and user cheice infiatives, the organisationz] separation of the funder and provider toles wirhin
ihe Department, the mtroduction of resource agrecments, moves wwards oulpul based funding,
and some furward planning over a ter yéar horizon.

However, more reforms are required o gnprove the effieivney of public funds albocaled 1o
training, including:

a reliable management information sy=-em lor monituring and evaluation,
- processes tor keeping prices and servicas competitive;

* real’ ouiput measares, and oot ealy throughput measures;

. & much mereased roke for the ultimate user to make choices;

. 4 serions review of the level of user pays;

. more effective autonomy of TAFE Instilulcs; and

. increased use of competitive tendering mechanisms.

10.12  Future Demand for Training

Key Points

. Fhe demand for vacational educaiion ond fratniny iv driven by population and
cployment growtht, and fndusiry weeds, althorgh e existing pattertt af
rexources in fhe TAFE sector, the supply side for fraining scrvices, will
influence iy rasponsivensss fo the dempnd for services.

. Fhe demand For trafning services B cxrretbHy idontifled iraligh the plansing
pracess praducimg the State Training Profile, wlthosgh other models are now
deing  developed, By the TANE Mstitares’ Teaiwing  and Employmeny
Cueenslond for the vecational education and iraining spsiem a5 g whofe,

* Thave pleaning processes zeed fo by revised (o develog & model whick taker us
its starting point the omicomes required fn rerms of the level af qualifications in
the Queenstand workforce an an imifusivy basis,
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The demand for vocational education and lraining i driven by population growth, pariicolarly
in relevant age wroeps; availahility of cther post-sccondary places; pundic support for training
tor particular groeps (eg at entry level), regional economic developroent, skill shortages, and
eierprise and mdustry needs, The demand for traiing seovices w, strictly speaking, srtificial
it that users of the publicly fundod system (individuals and enterprises) do mot face the full
costs—or even a substantial pat of those costs and moreover tvpically do not bave access 1o
gooel information on guality of providers and their services For the lime Bring, planning
processes ars agsential,

State Training Profile

Under the Australian Mational Training Authority Agrzement, the State and Tertilory training
awthoritics are reguired o prepare o Training Profile cach year hat outlines the training
activity 10 which SeaeefTerrieory and Commonwealth funds will be appiied in the following
vear, The Proftfe s a plan for the prevision and suppord of vocational education and draining,
in teemis of level and dype of coursss pravidled, opporonines for special needs 2roups and
infrastructure development. It is for a calendar year with an indicative plan for the following
teeay years.  The Prafile badds on the achicvomenis of the recent venr aod s based on neces
wdenrified after extenzive consulation across tha State, with induskey input coordinared throush
the Todustry Traming Advisory Bodies, b oains o meet the cwrrent and fubwre skl
recuinnents ol indwsirics and enlernrises woross the Slale, recognising the particidar naeds of
small business, and the unlding of a fraining ethos in the State.

Bactors conzidered in sertmg traiming activity levalz incledes expecred training needs and skilly
shortages, torecasts of relative growth of secters i the ndustry, demographic forecasts and
profiles of the gualifications currenily held within incusirics The Prafile wengifles 16
occupational growps, reflecting mdustry proupings but pot divectly comparable with the
Australian Bureau of Statistic industry classification.  Triceities are identificd in the Slate
Traiming Profile for pardicelar industrics for both nesw emteant Lavel training and training for the
existing warkforce. Clearly, rhe process tor shifiing resounces across o¢cupational groups is an
incrementzl one, and the Profile, by buildiog on the previews year’s achivvements, is giving a
high weight to the pre-axisiing pattern of supply at each planning period. 'Fhis reinforces the
need for indtiakives b0 give more weight to deimand driven methods of resource aflocalion.

Institute Resource Needs Analysis

All 16 Inatitules of TAFE have underlaken the fimst stape ol 8 Resonrce Needs Analysis. Lhis
analysis provides an estimate of projecred demand in siudent cootact hours for vocational
courses, based on population projectious, repional particicalion rawes colating to e latesl
enralment  dsta and  discussions with kel incstry,  Dinvarmnent, and  commuansy
represencatives. ‘The analvsis alee provides an estimare ot zhe toral number of student contact
hours that could potentially be provided from caisting faeildics io the Tnsfilites.  This s
detesmined by field of study and derived from campus Inshituee sounces. Overadl, the demand
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based oo thes mathodalopy acress all Instituies is 62 mudilon student Contact honrs by 2001,
eacluding adult and communiy education, The overview dovcument' indiceted that this was
in comparison toa 1994 toral of 45.4 millior student contact heurs. Tlowever, an audii of the
19494 data reduced the fipure closer w 37 aniliion bours, jrapl¥ing 4 similac adjushnent o 1he
2001 fpure.

The wmethodolegy for the analysis is hased wround the exisiing pattern of student contact hours,
This process has limitations if it is not informed by predictions for indistry and aceupational
growth and Government priotitics. While the methodology will need o be refined, it provides
u start ko the process of identitving demand and developing aplions for the services reguired to
meat the demeand.

Statewide Vocational Education and Training
Pemand Projection Model

A model for the anabysic of vocatimal education and training demand for the $tate as a whole,
gnd for e vocational education and training ssctor ae a whole, s curmently  soder
dhevelopment.  The objective s 1o ensure that the retumt of the finits recurrent and capival
resources for mvestment by The Government is maxamized o waining efEnt and outputs,

The model forceasts on the basis of pccupational or industry geowth in employment and the
skilied new entrants required Lon present palterns of skills in the workplace). This growth plus
atirition cquals the smin 1018l of positions to be filled in the [orecast period. Sone of these
positions will ke {illed by these coming from oier oocupations ar industries, by peonle
coming from interstate and overseas, by the uncmployed and by sclool leavers, Modelling
wssumes that the remodnder will bz fillzd by vocational edecanen and raining fradueates, some
maodelled to ather providers and the balanee 0 TAFE, from which (s derived projected TAFE
resource uszze, both recurrent and mfrastruciors related. Tn the case of infrastrociure usege, a
clussification structare is being developed for the ditterent tepes of training facilities in TALL.

Table 18,13 shows projections from 2 peeliminaty applicarion of the model.

Vo TARE Quochstamd A998 Kesraroe Nieds staadviic Biator de Kowvew
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Table 10.15
Yocational Education and Training Demand Projectians

Sludenl Contazt Hours tmillicn)

1396 2001 2008
Fatry leval 21.084 21040 34,206
Easting workfonce 2E3e f.31a AT
Becesz and Mreparatary 5,750 8,573 9,300
Takzl A2 5H 48,927 51.402

Lowrce: Diepartmard of Trarang el Inluslrg’ Helalor s,

Assumptions have been made for each categony of raning with entry tevel hours being what is
required o meel the Finn targets by 2001.°% Existing workfure prijectinns are based omoan
accupational knowledge half hfe of & years, on AU per cent of the workforce attaining
Aussralian Standards Framework Level 3 or better, the 2ioss intake of new workforce entrants
traired Lo Finn Gerged levels, and popelation merease as per Australisn Bureae of Siatkd ex
projections. Access and preparatory prajeclions 2re based on presumed prowth in the existing
participation rate of 1 per cent per year.

The model provides a different picture for tie amount of training required by 2001 when
compared wilh the preliminary analyss from the Instoles’ Resooree Needs Anafvsis. 1t is
based much more explicitly an skills and relate? onwcomes desired, in termis whizh relate
closely o the State's competitiveness and other priorities.  This methodology represents an
advance, but it would he more degicable <11 55 a larger role were developed for wsers of
raining 1o express their own demand directhy o prowiders. who would make sheir cwn
plaomiog desisions to mest these cateporics of demand. This can vicarly apply for example o
ail ‘uger choice’ and commercial traiming,

Qualification Profiles and Demand Projections

The report prepared by Mr Bon Cuollen for this Commission. Planking for feprovemends in the
Shally Base wmd Cuolficoativn Profiles Level of the Queensdond Weorkfnree” provides a
methodalopy for identifying the damand for traiming by working back from a desired leve] of
qualificatiom profile for the workforee. As an example, a desived profile for Gueensland i
detined as the same qualifications profile as the rest of the Aastralian lahour foree, the profile
in question covering all post-recondary qualifications,

#* The Fine Tazpets, ageeedh by all Siases in 1931, prondide thar by 2007, alenast sk 30 vear afds vouhd Beve eilhyr
an Austealisn Stendard: Fromewers (ASE) Tove 2 qualificaiion oF peogress wowands an AST teved higher than
fhois, md b ledst 60 pee vent of ofl 22 peir olds weonhd hewe either an ASE level 3 qualification of progross
wwards 2 qualific aien bevond this level.

o Lallen, B, ([958 o cif
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The model estimates that the gap beeween the owverall profile for the rest of Avstralia and
ueensland was 615 per ceol in 1993, with two-thirds being in degree qualifications trom the
higher education sector and the remainder from the vocational cdueation und training scetos
& refimement in Hae emode] is that the the industry  profile for the rest of Aostralia is modified
i wse the Queensland indusiry mix.

The maps shown by the madel are signilicant in absolute tenms, and alse are more significam
for sotme industries than others. For vocational education snd imining qualilicalions, imdoastrics
wilh major shorfalls are electricity, gas and water. agriculture, transpor and storage.
whaobesale and retail trade, and communily sereices, Major shortfalls by feld of study are in
science, secretarial, engineerimg and business adminivration.

‘the rap in post-school qualifications between the resl of Australiz and Queensland, applying
the Chipensland industry by industry peafile for the labour force age 15 Lo &4 in 1995, s
estimated to be 34,594 for vocational edocation and waining qualifications, and 56,146 for
degree qualifications.  The quantuo: of e Veoulion Education and Tratsing target profile
from the model is influenced by the fact that Queensland does have a higher profile in skillad
vocdlional gualifications than the rest of Australiz, so that it is implied that etfort can be
reduced in that area, with a somewhal higher fsrect {of 41,000 for the aother vecstiona,
education and itnining calegaries.

The report advises a stratapy of tarpeting scoments of the gap for dnmediate anention,
including those areas most related 1o competitiveness and particulazly the pap for these age 25
to 34 years. As well, it is soggesied that as some of the over-representation of skilled
vocational cualifications may reflect real needs of industry in Queensland, the number of these
qualifications should not, in practice, be reduced. These considerations point to a need for
8492 vacational education and training eualifications 1o close the gagp in these areas messuned
i 18495, The cost of closing this gap 15 estimated o be approximately 5160 million, which
could be spread over & pecind of years. Wi assumplions Tor the completion rates and the
employment take wp of gradoates into the labow: force, additional student commencements of
around 15000 would be required.  Within 1hese flgures, there are considerable variations
accarding to the field of stiady, and inchistry.

This work provides somne broad directions for eporcaching the Yocation Education and
Training planming task, These are:

. the outcome measure of a more skilled workforee, viewsd as an element of
Cueenslod’s competitiveness, §2 an appropriaiz objective, and Queensland
should in each indusiry seek a proportion of qualifications brozdly similar tao that
it each industry in the rest of Auvstraliz, trenslating back intd imphed vocational
education and training eiTort,

. the respurces required for mecling the 1895 map, as discisgel Ay, i sprond
over eight years, are 20 million per anoom {progressive), which could be
uchivved by a productivity increase of less than five per cent each year, but with
tnereased user enntributions reducing that: and

. rdusiry needs o he engaged mn discussions about The relative demand for
qualtifications predictzd by the model across indostres and fields of training.
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The work provides the basis of a planning model for training which is bl sround the suipur
af actual qualifications used by each industry wroup in Guueenslandd. This model requires the
development of tarpess and prioeities for sutpits on an industry by industiy base (o improve
compatitivensss,

The turgets arc the basie for ongoing monitoring and evaluation by both the tralning sysien
and by industry. “Uhey require eftective industry input in this process. As s first siep, the
gxisting level of raining by industry, 2 the gans in training forecast i the work by Cullen,
chentlel he discnsged with industy advisory baedies in the developrment of the acxt Slale
Training Profite. The cumrent planning processes particulany the ane fir the Srate Training
Frofile, need to be medilied 1o faclude U clemuents of the modal proposed by Culles.

10.13 Directions for the Yocational Education
and Training Sector

Key Points

. Tnereased effact amd conviributinns ars reqieired from the major beneficiaries of
fraining, enferprisey and individucls, throgph fncreased ncentives and beiier
f3er pays mechanisms consistent with acves aned squily abjectives,

- Productivity  improvements are required  from  previders  through  the
implermentation of prichg models on a full accreal busis within o competitive
fauding marker fo achieve an {acredse fn the ouspui from the vecations!
eilncation and iraining sector.

v Quipied-haszd  rexewrce aliocation pracesses suest be fmplememied on a
prrchaser-provider fasis where onipais are bused on meastres which gre more
strongly related to SR formation processex and the achievement af laboit
Produciiviey,

The findings set voé in the provioss worions are, very broadly, thae (ueenslend s relatively
clficient in vocational education and training but undsr-investing. The extenl of that apparcnt
under-investment is such that m the most impuriant respects it conld he regtitied over iess than
& decade, possibly via wroductivity pains within the vecational education and training secloc
et win preater user confribuons, e, without injections of substantially more pubiic funds.

However such an ouleonne is unlikely fo come about under the present inodel of government
wvalvemens in the sector—in planning and financing, public provision and repulation. It
requires more substaukial implenentation of v competilive framework in which all providers
operate; maximisation of the domain in which users exercise their own cholces; and
examination of means io leverage gregiter contributions Toone wsers and indeed a grearer
depres of *user pavs'
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Increased Effort and Contributions from Users

Given that enterpeises and individoals are the magar beneficiacies of Ureiniog, there is o case Tor
a preater depree of “user pays' consistent with equity and access abjecrrves.—gpiven that user
contributions have been jow in the vocational education and Wwaming sector, However there s
also evident seope Tor loveragine proater vedistaey user offor and contributian, particolarly
froan enferprises.  bany enterprizes around Auvsiralia are paying at fuli commercial rates For
Iewining which is customised or enhanced to theit needs, and delivered when and where ey
wint it, bist which i in contend simifar woan (almoest) free prodoet availabic st a TAFR campus.
Thiz indicares that many enrerprices may be wiiling to pay significantly more for a service
which is nmore resporsive to their needs. [The natare of wage araneements, especially in
respecl of whuther they allow rainees 1o muke a contribelion by beine paid less, g o ihe
pxrent they aré off the job, are also imporfant in setting the incentives for emplovers to train,
but are vautside the scope of this revoit. ]

Seme of the options'® for greater private contribution and effort gre:

r User Bees and charges incliding course Tees, malerial gnd coquipment. Tnothe
vorational educanion and traming sector these are at nominal levels Far many of
the courses with exemptions reducing this revenue base still further,  While
community service ablipations sheeld apply to meet the objective of access and
equity, a review of rhe user charges in the TAFE seetor is peeded.  The
objectives of applying o vser charge regime s Lo ocrease The revenue base Tor
the TAFE sector and to provide price signais to students and Lo staff that will
increase pressure for efficlency and 1 module load completion cales. While a
separabs sehome would be difficolt to adminester ar the State level, an exiension
or anaingue of the Higher Lduzarion Conribution Scheme conld be considared.

. Increased contributions required from employers eg by scttiog fuser pays’
lunding a1 levels which reguire 2 co-payment form the employer, or a
co-payment for anyrthing other than a basic service; or industry-based levies
where all semplovers actively use o comman kil poel {ce in heilding and

construction’.
. Tnereased commurcial, imchiding 2xport, activity by Institures generalby.
- Tncreased use of contract frajning with costomized packages to emplovers, and

greater us of employer faciliiies Gnimmisiag public iofrasliructore reguirements).

. In areas where there has been poblic funding, subsidics i emplovers wha
provide  in-heuss  imaining programs  (using employer  tacilities)  ideally
mcorporated wirhin the competitive funding frameworz,

These directinns will require strengihening managerient auroromy at the TAFE [nstinte level,
Wwith responsibility for planring  particular]y in commercial and “wser pays’ arcas shifling 1o
increased levels over time,

o Maglen, L oored Chres Selby Smnh {13930 Pycig Optests e e Santh Hales FAFE, Monash Hiiversiiy,
ALER Centre Mo 3o Foanombcs of Bducaion and 1 rainmyg.
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Productivity Improvements from Providers

Paralleling such demard side miriarives, the Department of Training and tndestrial Relasions
mnst consider how productivity Pmptovements can be obtained trom providers and particularly
TAFE, by:

* pricing maodels which are rransparent and based on the fill cost of providing the
base trainiag load, although allowing providers to self trzining at marginal eosl
whoere there s idle capaciby:

. fill applicatinn of competitive newtrality, and third pary access regimes, fo
accredieed carricgbom and common facilities feg on-line librany resources),

. limited initial assistance to private providurs 1o stimulate o market for training in
particular fickdis which have heen cxeluzive o TARE:

- menarally increazing the sire, range and application of the competitive funding
[TOEram;

. industrial relalions arrangunenls (or TAFE Tnatitute slalf which support the
provision of mare flexile waining arangements and customisation of services,;
and

. moving 10 effective inanupement aotwinamy of Trstilikes over lims, ie ko
corpoTatization,

Output-based Resource Allocation Processes

For the foreseeable fusure, the State will need to play a large plunning und Bnancing rede, and
adeed regulatory rode {skhouph the form of that will change, er to access regime issues, as
compelition extends). Whar i needed is for plauning to be mote focused on the strategic
issues for the Siale and to be integraied with budecting. Ohvious dircetions are:

. ensuring muchaser-provider agreemsnts are in place;

. paving & larpe proportion of the base oad funding throwgh resource agreemenls
based on the most meaningful available measures of pulpats stroaply related o
skill forination proeesses and the achicvemen: of labour productivity, with strong
accountahility For delivary: and

. paying for a specified waining load ol prices which arc actively and regelarly
re-5et 1o competitive benchorks, and redueing the subsequent allocation if the
agreed outpul iz nol achiaved.
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Recommendation

o2 The Government nealy to implemend plwening, budpsting and managrentent
processey for v rele as purciaser and provider af vocationid edvecation and
fraining, based an the principics sef ont in Voltime T of this Report, with the
wim of maximizving prodioctivity gains in the fraining spstem and leveraghig
preater comiribuions from aif ysers of raining, theotigh actiony wiick.

Jund trislwing providers on the basis of onfpui meastices specified in
FESONICE DF SEFVICE aFrecinents;

increave the propociian of publfic funds for raining which & sibjoct to
camperftive tender In g plonred way, taking accorny of fields of siwdy
and lecwtion needs, with muximim exponsion of te role af user clralce;

increase user coniributions frome enterprises inclieding throneh pricing
and delfvery smecltanismy which presemt Stronger lcenfives fo pay far
impreoved services;

review feay mnid charges to IndMvlifals inovocational education amd
training, and consider whether Iigher Education Contribution Scheme
avpe deferred puvment iy feoarible, so as a0 igtrodiuce @ systome of nser
citarge and pricing for fraining services which increases fwdividiaod
cantribattons, consistent with equity arid aocess ohjectives;

use plunning models for fraininy services hased on vidprts, i fermy of
edfectives and prioritles sof fon o fadesiry basis) for the quualification
profite af the Queensivnd workforce;

fmplement chaugen G deliver productivity  improvemenis  tiroigh
appropridte indusicial reliatfans agrocmenms ond third porty access
regises ig @ more open and competiine iraining morket; amed

provide grecier manopement autoagmy gt e FAFE Institate {evel
inclading the anthority to ongepe in competithve tendering fur the
provision of Mprastrecture, maintencnce wed arciffary vervices
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Higher Education

Key Points

Tiza fliger eoducetton sector I Queensland needs more pieces overail, and the Srife needy fo
sef breded eeoramic development goals whicl ideatify key fndiustriey and industre sectors for
furgeated support, se providing a seratepic vision en which 1o base s effaris wo inflvence
Commmraiweeafth fending, and fo guide fts awn efforis.

Findings
] The degree profite of the Qurcensland workiarce is the lowest of uny Staie or
FTerritorp.
- The State Government’s cottribution to hiphar education i refatively smmalf

b, asbwithstarifing e stralegic fimpartance of hipher sducation te econmmic
il secliad develfopment, Quecaslmnd combinues 1o recefve ¢ low per capite
Shire of Nationad resaurcss and e affecation decs not recessarily mutch the
Stuse's grivrities.

10.14 The State’s Role in Higher Education

Key Points

. The State Cevernment next ensicre that the prowth in higher sducation places
idredy neporiated with the Commonwenlth Government f5 achieved,

. Fhe Stare Governmtent shonld also seck 1o inflvence the puifern of prowih in
Maces, i fermes af disciplize areas and the weedy of indusiry  havieg regard
the Sraite's areqs af competithve advamtage and indusiry profile,

The Slate Governmeerl provides capital aswsistance to higher education instiutions with the
nhjechive of Improving access far Queensianders.  The main provider of fuads s the
Cormonweaith Government and it is esthmated thal in FI95-96, 36257 millian in specific
purpose payments wHl be received, or 172 par cent of Commonwealth payments For higher
education.

Tha: State™s allacatian in 1994-95 was $15.4 millicn and was provided as capital support for
the establishrent of new regiopalb camipuses of hivher cducation and to increase
Commonwealth-lunded studunt places for Queensland equal o its proportion of the natieoal
poptilation share foe the 15 to 24 year cohort,  The allocation s through the budeet of the
DPepatiment of Education.
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Ower g pericd of 20 vears, Commonwealth Sovernment funding of higher edueation
npportuniiics 10 Quaevnslaed has fuiled 1o keep pace with the rate of population growth in the
State. As a consequence, the proportion of penple in the seorkToree in Quecnsland with
degree-level quahifications {145 ver ceat) s well behind the coniparable figure for the rest of
Australiz (18,3 por cenl)  Bridging this sap, whicl is moe significant than that in vocational
education and training and requires action on ™wa fhongs: one invalves fifting the oulput of new
wraduates, aod the other involves upgrading he slills of the existing older workforce (25 vears
and overd.

The repart prepared for his Commission, Plamaing for fmprovesends in the Stifls Buve aad
Cruafification frafilos Loval of the Oneenslond Workforee idencifies a requirgment for 33,000
new graduates annually o be available to the workiorce o bring the level of degree
gualifications in Queenskand up toe the Awstedian bevel, There are alse major differenees in the
gap across industries.  Industry groups with major shortfalls in degree qualifications are
linance, properly and business services, cleciricily gos and water, marufaciuring, food
beverapes and tobacco, communications, community services and edueation. The major
shorifalls oy fleld of study are in seience, business and education, as in the vocational
crueation and training seetor,

The current output of graduates annualty i1 Queensland is around 20,000, ‘With new growth
higher education places alrewdy negetinled with the Commonweanlth for the period $997.2001,
this figure will rise o argund 23,000 by the year 2001 OUn this basis, the oap m depree level
yualificativns belweer: Queensland and the rest of Avstralia will cootimee to widen over jhe
nexr Fve years.  Thiz means that it will remaw 2 prioniry for Queensland {o attracr
Conmanwealth-funded higher education growth, and ihat any cuts to the higher education
funding hass must he resisled.

Ay pap o lunding will obviously nor be able to be met from Srate sources. The State
Covermnment needs ly concenirate s limiled elfons in higher cducation on the develupment of
corrses and mitastoecture in arcas of ralevance to the State's aconoinic development and 1o
suck to shifl Corumonwealth resources, as well as any il provides dsell nle underaraduaste
educacion inre those areas.  llowever, the capacity of the higher education sector in
Cueensland o redirect undergraduate growth into such areas is constrained by the low of
tunding per sitelent provided 1o Queensland.  1listorically, Crreensland bas tha lowest rate of
tunding per Bquivalent Full Time Swdent Unit, which is reflected in the dischpline imix offered
by the dostitubions,  wlicl o skewed  lowards e ‘cheaper’ discipline aress of
arcsthumanitiessacial seiences, law, edocation and peneral business,

Withoal speeific Siafe inlervention, the disicthuiion of promised growth beyond 1996 will
continve ta followw rhis pamern, which, irom the work of Cullen, only pprtly reflects the
significant gap aveas in feld of study. 1o oroviding additione! growth places o Quoecisland the
Commonwsalth bax specifiad that they must be allacated o nnderrracuate courses, and have
allpcated 58,700 per Egquivalent Foll Time Stadent Unit, pet of cepital, The Conunonwealth
haws ghven e genersl direelions as o which Deld of sty the places are o be assigoed. T by
also not provided any basic infrastrocture funding or course development coses where new
courses zre required or should be provided, 1o best mzel the needs of Hic Queensiand
CONTIMURILY.
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i dhe Commonweskth's own relative funding madel, the costs which apply to the fields of
ctudy identified by Culten as exhibiting a siznificant pap ave science and engineering at
E13.248 average unit cost and business admivisteation and seciztarial at $6,023 averape woit
vest.  Sasfitintions have litle financial incentive and limited capacily 1o assign new places to
courses categorsed as areas of signiticant gzp ino labour forge gualification profile. This is
partivolarly the case where instilutions are 2lso Tuoding the costs of new basie infrasenciurg on
a new campus, as all Gueensland vniversives are currently doing.  With the develoapmernt costs
of new courses often of the order of 3500000 together with a major investinen! in
in{rastrirchive {Hheartes, t:quipmt:m, gic) and new wdaff, it is A very difficult financial exercize o
atternpt 1o diversity an instingiion™s afierings even when a demonstrable need for neve courses
exist.

The State Govermnatent requires a theee year strategic plan from the universities through the
ceguiretends of the Tnancial adnenistration and swdic legislation.  In this process, it has the
opporinicy to provide strategic inpot 10 diczchions {or courses (i areas of econoiic ponance
t the State. Howewer, the State Governument will need to facililate sones conleidrstion b new
mfraarzeture and coorse development costs to cnahle new, relevant courses (o be offered in
areas which are relevant (o the State’s compettive advaniage.

T the cxisting werkforoe, the gualifications pan ocours both at degree level, and in vocaticnal
eduncation and training level qualifications, and #5 present in all the major sectors of private
sector einployment. To meet these oeeds, enlerprise-specific, ather than geocrie (rasning,
tlesigned in conjunctiom wilh enierprise management, and delivered in the workplace, will
gererally be the preferred and most aconoaic option,

Because of rhe productiviey benefits o ndustry e=sociated with impraved skills in the
workforce, & sigpificant share of the cost of upgradng his coinponent ol e skitl base is
uppropriately bome by industry.  The high proportion of small basinesses and family based
erterprises o the Queenshnd economy, howewer, trequently means shat the capacity 1o
identity longer-tecm shills needs, and the financial capavity to invesl in appropriate teaining,
are limited,

There iz a mujor role for the Slawe Government i play, i partnesship with induostry and
aduzation and fraining providsrs, i accelerating this improvenent process by providing a
meéchanism o seed fund the development of education and lraining direcled Lo speciiied
tnddustey necds, und in suppent of the Sate's sirategic deveiopment poals

10.15 A State Industry Education Initiative

Key Point

* There I8 g need for the State Goveritment (o work wmoee closely with indusiry o
Broudly ientifeing e priorily areas for educetion and training whicl wiff
ecnfrifte maxi fa the State's scancmic and sechif abfectives.
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A Covernmenl convened grouwp made up of leaders from a range of industries conld be asked
o develop, in dialogue with education and truining leaders, and Industry Education and

Training Initiztive with these elements:

tdeniifteaton of Lroad workforee sducation and reaining priovitres in areas of
impottance to the Stale’s connomic developinent;

identitication of broad priorty areas fur {eaching and rescarch i frasteucture in
higher cducation instintions which are developing pragrams in those areas:

tdennfication of arcss of State priovity and indusiry need, whese there arg
prospective pppominities for mdusty contrimzdions;

promaling cooperation between Queensland industry and Queensfanid wiucalion
and training institutions; and

providing  adwice to Covernment Lo assist i in negotiation with the
Cummonwealth and in allecating its ovwn comributions to the scolor o bed
effect.

As i the vocational education and training sector, thers i3 scope &0 leverape mons privale
effort and contribition 1o highor education, While the undergraduare area is presently “out of
bounds® to universicies in the naronal syslem, considersbe scope exists in postgraduate and

olher arcus,

There is also stome for increased export tevenne, including in areas where the

State itzelf has needs fur expanded piovision.

Recommendation

I3

The Gavernment seidd wre its levolverment in e Righer sdnention seciar io
Eflnence Cominonwealth funding of places ard fo achieve greater leverege in
whiaining resources i flelds of sy and research which advance the
coemontc awd social abjectives of the State gnd ity regions, [ndustry advisory
iepid f5 desfratle and gremier contriburtions from users, particndorly from
anterprives, meed 4 be encosraged.
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Chapter Eleven
Transport

Key Points

Ar gfficignt franspori system underping the sconomic and sacial devefopment of the State.
Tite transport sector coniributes 5.8 per cenf te griss State product.  Despite State transport
expenditare in 1993-94 of aearly 3 bilflon, significant defictencies are evident,

The allacation of ressurces within the transport secivr i oof particuler concern with
insufficient planning, or the integration of planning derweck mades awd acrevs regivny amd,
tire absence af comprehensive and  cossislen!  investment arieisment  approcehes,
Trvestmenss with sienifican) benefits are sonmetimex anwuble fo be aniderioken due fo the
ratinning of public fiinding and priorities skewed By the necd 1o mainigin wneconpmic
sarvweas, Liser charges or equivelend, (eg wonal road fuel levies nsed whally to flnanca woll
distribicted investnenrs I the same zong) have the pmiential o Bring such igvesinenss
Sorward, i the bewefi of the users paving ek

To achicve higher levely of service provision and efficiency, preater connpelitive pressaces
are wecessary in this sector—dfirough tdind parly wecess o Wfrastructure, SERuciurel
sepraration of service defivery, and graater private sector involvement thrauglt franchising,
comnplementary or campetitive invesiment, or the sile of pibiic assets,

The cennbination of externalities, poorly fenriffed welfare concerns, and past cammitmenis
s created a patchwark of pricing epproaches, sabyidies and communiny service obligations
ir the sector.  Greater recourse 1o Jnarkers and markei wmechanivmy feg user puays)
RECESSAry f ensare more effective resource allocation, sl it o precursor for susiained
investsent.

Transport Planning
Findings

. Regional ransport planning pracesses alung the Nnes initiafod io Soath East
uecenstand should assist bpvestmant in the Seave, and should be extendzd fo
ather high growth areas.

. Pirect canfribmtions frane develupers amil paymients by isers benefiting from
Infrastracture IHvEsimeny v appropriofe menns of ensuring that spectfic
transport nevds are mel.

. Individuals affecied by planning und development of ifrastructiore which I5 it
the broader piblic Interast shauld be faivly covpensiied.
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Recommendations

L1

H.I

The Depariment of Transpars should, a5 @ maner of prlarity, initiate & siratepic
g A &
planning process which:

tekes aoconnt of the fall benefits and costy of truvel, inciuding time costs
o consumers and the coxis of associated Mfrasirecinre;

idenrifies Ky priorities jor Nturs transport infrasiruciure proviiom end
issesses Hrome wying methodologies which alfow them to be ranked
againg! otfher Stete investmenin;

identifies prinvity fnfraxiencture profects and services whick might
gt participation fram e privafe sector; g

cosrditiates aid Infcgrates imyvesimend priorities hedwesn modes aned
across regions.

Al comemuanity service obffgations shonld be the sadject of costracie which
should be detailed in Queensland Trumsports aaanal report, Including the
restelts af thaf Deparfment’s review o

emstre Mt theay are e at specific sockad needs rather than acting ax
peneral subsiidies o e yeclor;

increase fransparercy end the apporinnity for faids to be redirected 1o
higher service priorities;

identify migrket segmends or raif res fu be axplicidy junded and criteria
for evafuaiion of performance; ard

eHsre anwnal copunnnily service ebligations are charped agoinst ithe
uppropriale govermmen! expendifure cmiepory (22 edication, social
walfare, indusfry assistanee, ete) whoere these can he eleardy identifted

With respect to developer confribuions to transport Infrastetciure and
KEFvieen:

the provisfons aof the Srate Transpact Act in respect of resiricted poads
showtd be revised to catnre fhat @ ranvivtent approaach is taken for alf
conrunerdidies urd franspore HISKS;

pablic puidetines showld be provided ouilining the assessable impucis,
Fevels of contributions, provisfions for ensaving that Rereficiaries pay a
Suir shre (bt wit nevevsarily that the firse wser pays the total cost), and
e respansibifiiios of lacil and State aoilterities; and

exiveing legistation shonld be exteniled o include contribuclans for
rmpacts on raif and pipeline corvider nfraseracedre,
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Road

Findings

Network

Juvestmend i roads in CGueensland will provide substantial benefits to the
gconomy,  Neverthelexs, oo all of the road needs of the State cam be
aeeoingditad 0 ke shoek ferm Wi the svallabde fevel of funds.

The full resource nplications of &l decisions must be considersi,  Profects
which promice the greatest henefid fo the eeaammy mast be undertabien oy o
saerer of priorn.

Diproved plonning aid afser manggesiont (efwding the estabiishmant of
standurds of service required) wre essenfivl.  Gregler empliasis showld be
piaced on improving sfficiency {n raad coaxfruction and mainfenguce, gand the
iniroduction of HEer pays mecianisms,

frvesimeni i the South East corner of the Steie, us the road sysiem in this
replon stands now, world weld op o ffee fimey the ecanomic berefits of
frvestment elsewkere, ferpcly as @ resuft of e ameiiorarion of conpestion,

Recommendations

{1

Irs

TG

Hithin e wider comtext of freasport plunning, the Bepartments of Transport
and Main Roads should adapd plunning processes wiershy the finll econemic
atid resourcing implications are faken fnte gcceunt, incleding:

- mechanmismy o privcitiie expesdiire gecording fo fhe henefit fv the
State ecanaonyy fromt dle corresponding raad investmeni;

* specific racognitfon of olf fitere miefrcenaies cosis assechored with o
huilding of nevw roads;

- detiuifed standurdy of service thue! are reguired from the Sigie's rood
fefork [in terms of cacrplng copicfhy, ity ake); and

+ recogrition of the resonrce mplicationy of roud fnvestment on otfer
meodes af trarspard, uad vice versa.

Road construction and ivgintenaice activity shaeld be fully amid effectively
privitised fo macimise efficiency in the sector.

Ta realfse porchitiad benefls froxut road investinent wore fully, tere should be
preater emplrasis on Nser puvs mechanising, including toll charges for new
rogdy whers epproprivte, increaxed clurges for keavy veliicles, and o read fuef
fewvy, HmMiad o Mhe Sourh Eagr cormer  of e Shte—rhe Goidd
Coast/BrishaneSunshine Coast cnichmeni—and wied wholly fo fund road
Investmentis in that catchinaal,
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Public Transport

Findings

There is a lack of copsistency acress modes in orban areas, ver ‘seamless’
fransport fias besn Wdentified &g depoviant i acreasing wsage of pubfic
fransport,

Currenf reformy invalving  contraciing with  privede apergfors and  locaf
sithorfiles for the provislan of bus services, moving fo five pear, excllisive
franchise comtrect drrirngemenss are worthwhile.  Brishame Tramipor? has
excluxive righis to the Brivhares area, whick roises sipnificany campetition poficy
fsshes (eluding concoris reginding compeiitive reairality).

Signiflcant subsidies and commupriy service obligations (estimated of 8700
maidlicrn for 1995-06) ure paid to the bug and rail transport vectors in Gueeenstand,

Recommendations

1.7

irg

Rail

Findings

Pragressive alfocation af Mg sceviee conteacts Morowghomt Queensland by
compretitive franchise shoull continue, wnd the cortract service framewarh jor
the marrapalitan area shondd be restructired to ensire Brisbane Transport and
privefe sector operators provide an iniegrated public transpor! spsiem, ond bid
e cantracts an o competithoely newiiral Jasiy,

Condracis for passcrper rell services showedd be wsed o5 @ mechanism for fully
reffeciing e subyidies for xoch servicey,

Qusenstand Keil is one of only sve imteprozed stalfe rail sysiomy and Ras @
monepoly of Gueensfand rail services.

Recewt estimeates of producihily Dedivated that Queensiand foit had o reduce
caosfs by around 5200 mitlon to reach waordd best practice dargels. While best
praciice in coaf hanlage operafions may be achieved by 2000, it may not be
achivved in current gererial freiplt haalege vervices.

Productivity improvemeants required 1o meer workil besy praciloe wiff result in o
lower stoff reguirement and necessititle higher community servive abiipations.
Communify service shligetion payimenis represent @ major cost ta the Budyef
Ard FeqRIre review &0 eNsure ‘valie for inenep ',
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Infrastructare projects af ol feaxt 32 biffion heve been identified o meet
growik, npprude tie syseem, and overcome deficiencies.  Rigorouy sxeessaent
of fvestmaent proposals neods fo be accompanied By greater (Inter and e
madall comperition, wnd the fnvelvement of the grivate secior.

Recommendations

{14

FlLig

f1LI1F

1512

Ports

Findings

In order fo drive efficiency through competitivn, Queensiand Rail's frack
cperaiians shouls be separated from rail xervice aperations, wiich weald then
be provided Dy separate commmercial providers. Donslderation af the
apprapriate weans of prisnoting compelition (v secvice delivery, wiether by the
private sector ar Mcorporgied  entities (kader the Govermmeni Owned
Corpoeretons Acty is also necessary.  Private yector fovglvermicny i the industvy
woltld be enfeanced through third parly occess aeross the entire network on a
mon-discrininatory basis, fronciising feg some raral and wrban services),
direct commpeiition {eg in worksiiops), complementery investuent, or the safe of
aELCTE,

Reguluticns whick restrict traffic 1o either rail or read shawld be remiied, atef
charpes introduced witichk reflect the free costs of each sector, provided that
emirommental, safete and public amenity favels can be mainiained,

Lipan development of detziled community service obligaiion coufracts, the
nexns beiween compmiiny secvice obdligatlan paymenis fo Queenyiand Rail and
distributions af dividends and tax equivalears from Qaeensbond Rail should be
discondinudd.

Welfare poncexsivns shivdd he reviewed 1o enstive these wneet gennine social
needs, Coneassions sirould he pravided by voachers for any mode of travel jo
o fimtited vafle per anpiam per exditied person.

Gueenslund’s eigh! port corpuretions make o posithe contribition to fhe
Srates’ finances, althongh rates of refurn on port asyets are guite law.

Some ports are nvidved in gron-core acthiltles such os glrpars, stevedoring and
city development. Boards shoudd focis poris on their core business activity and
the rafirn dhep provide ro their sharehofders.

Many port aciivities ere privately managed, with pord gurharities primagrily
perforaring a lamdford fancrion.  Furlher private sector management and
pwnereitip of ports (porficuignly non-core axveds] sfiowld be parsoed,
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Recommendation

ML 13 The Government shonlid, i respect of Fis ports corporaifons:

evitluaie non-core activities such as girports, stevedoring ovnd cify
developments wiilht @ view to zrharcing competition j3 their delivery, and
Ecifin e hese assars;

evabuaic e ewnership of airporis in the context of o Stafewide aviation
infravtructure und services plan;

axsexx the opparinnities thar may exist for rafionsiizatian  aned
amtalpamarfon of pores anid thelr activities;

assess board representation (o enstire thal appropricle cormercigf
experfixe is avueitable; and

svmming (e privafisation of poris (end piletage and conservancy
ser2eg], and teelr copited srmeture e determine the relative merits of
fhem renaining palilicly owned,
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Chapter Eleven
Transport

[1.1 Overview of the Transport Sector

Key Points

. Transport contribries fo the econamic and seciaf development of the Stale in a
xigwmificant way, representing 5.8 per cent of gross State prodicet, Despite an
annual experditnrz of wlmast 83 billiowr, sigaifivan? deficiencies are evident,

. To achibeve figher fevels of service provivien wnd efficiency, preater competitive
pressiives aqre necesyary fn My jector—thcotgh  Ihlrd parly  qocess o
infrastricture, sructeral sepuration of service delivery, and preater private
sector  involvement frough  franchising,  complemenigry  or competifive
invesiment, or the sale of public assels.

The Quecnsiand transpotrt system includes public transport, roads {175,000 kilornetres), rail
{abonr 10,004 kilometras), pors (163 pipelines (20170 kilometres) aod 14 mapor aimorts.
Tramsport contributes to the sconomic and social development of the State 1n a significant way,
representing as it does 3.8 per cent of gross State product.

Transport is vety capital intensive.  Despie expenditure of neavity $3 billion per annum,
hovwever, of which 70 per cent was invested in physical infrastructure, significant deficiencies
are evident, with existing public funding fevels urahle to promote furlther improvements. The
proportion of outlays afiocated 1o 2ach sector is detailed it Fipure 11,7 heiow,

bajor State pubitc organisancns i the Cneeasland transpart sector mckude the Departenents of
Transporl and bain Koads, eight pon authorties and CQueensland Rail. Local governments
coaribute with roads, airporis and pablic transper. This syslem i acgmented by a range of
private sector freight cartiers and passenger transport {mamly taxiz and busss). Scope for
increased competition is evident inoservice delivery, as ate finthet significant opporunities for
private secior invalvement,

The predeminantly pablic crovision of transport services (at less than real costs te users) has
tesulted in the maintenance of unnecessary services based on past needs, and a lack of
response o new demand in some signiticant casas. Projects wirh high benefitfcose ranos are
often unable tn be progressed duc tu skewed prioritics in 1be sector based o histotical
conunitnems and imnited public funds.
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Figure 111
Total Transport Dutfays, 1994-95
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Trunspurl  syslems  are  instremental  in accommodating and  shaping  developtnent.
Infrastructure investment decisions are affected by decisions about land use (eg shopoing
centres and mining projectsd,  In wen, the physice] chameteristios, pricing and confral of
ranspart infrastructure and services will determiae moverent patterns, accessibility, the rate
of futurs development and economic growil, ntearation ol planning between transport inedes
and between the Slate and segions is essential for effestive transpod planaing,

The t-ansport sector @5 alsn characterised by substanial externalities, the most obvious of
which are ¢ongestion and pelictien.  In addition, nvestment decisions in ons sector impact
upon other sectars {hoth of which may be funded or subsidized by povernment), Subsidies
may also unduly distort usage of services.

These exiemalities are complicated by the extensive welfare effects of the transport system
{which are neither well measured, nor always ransparent}. The cembinuton of these effscrs
has created o patchwork approach, with interventions sometimes based on the interesrs of
particular groups tather than whaole of sector mert.

mereaxingly, a sirptegic framewaork iz required which is cognisant of whole-of-sconomy
effects, which directs investmen: to areas of greares: need, and which, to the maximum
approprizte extend, condfronts users with the cost ol provision. User charges which reflect the
direct henefit recatved ensure that demand for services rea'istically values the scarce resources
wsed in previding them.  Markets and market orocesses ate the inost cffeclive means of
achizying these ends.
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Key companents of such a stratzpic framework inelode:

. clear specificarion of the role and functions of povernment {at each level of
governmuend) which are celevant to the traasporl sector fex planning activities,
iteggration of transpart mades throngh transpart chaing snd regional planning,
BSUL IS Provision 19 & contestable enviromment);

. clear specification of standards and requireiments {outcomes) as a substantive
basiz for the henchmarking and assessment of public and privale senvice

providers” performance;

. prioritisation of public sector expenditure besed on a comprehensive and
consisten: assessment of the relative benefite costs, and relums of propesals

{including their impact or the traasport syswem);

. the provision of special needs and accelerated requirements for wansport by the
private seeler wher: a financial corlribotion fram users is approprisie (through
privatisanon or franchising, or in zar by direce contributions) or the application
of benellciary pays principles {eg where conditions for their appropriateness are
met, tall roads);

. proviston of infrastructure and services made contestable in alt eases, extending,
from planning and desipn to construction and mzintenance,;

- the mtlreduction of third party access In motovoly transport activities (eg rail
tracks), 25 an cssenlial means o promote eificieney through compeiition and

contestability; and

. suparstion of responsibilities for sicategie planning, regulation and provision of
setvices and. at the level of providers, the seraration of monopaly infrasitcinre

providers from (competing] sarvice praviders.

In such an enviroamenr, subsidies znd communiy service obliganons requwe particular
gliention to cosure that they are focused upon specific social needs and do not operate as
subsidies which have no parbenlar welfare henelits, hel which maintain the stams quo for
service providers, Compensation of genuine adverse impacts of planning decisions forms a
legilimalie means of romaving, impediments to growth and fuether reform (where community
Benefits exceed their costs).
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Transport Planning

Key Points

Crrearer coordingtion and integrarion of planning and trowsport vhains woald aexisd in
achicving effective paicomex at the fowest overall coxt.

Transporl servives are amenable (o marke! forces i he yume mareier o5 moxt other services.
frtvestnesnt in tramspord infrostrociure amd sperations showld be guided by comprefensive
and consistent analvsis of overal! sconomic costs and bemefls regordicss of whether

consnmers firce the folf costs,

Findings

11.2

Regional franspar! planning processes along the fines initiated in South East
Queensiond should assis! mvestment in e Stcte, and shonld be exiended ta
other Irigh growih areay.

fhirect contribudions from developers grd papmenis by users benefiting from
infrastructire fnvestnent ire appropriate means of enskring that specific and
fransport heeds are met,

Individuals affected by plunning ond develnpument of infrastrictiere which Is fn
the broader public interest shawid be fairly compensated.

Current Status of Transport Planning

Key Points

There I anly one modal froods) stravegy, wa Ntate stegtegic fransport plan
freegrating kay doments of infrastructire, na tegivnal trarspart plany und few
stafutory and fiseal linkages to coordinate aotions.

Current fransport legisfetion, however, requires sech plans. Aw avigtion focus
is alve required,

Regional transport planning commenced in Svuih East Queensiand should
wssivt fnveshremi i the State, and showld be extended 1o other Fich growth

aregr,

Several stalutory mechanisms are curently availabie to the State to influence transporn

plannirg:
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* The Transport {(Plasning and Coordination) Act establishes 2 framework for
leansport planning. It has not been fully implemented.

’ The Tramspart Tnfrastructure et 190 and Transpory Operatioas (Passenger
Transport) Aot 1945 require thar loerl governments refer o the state, those
development applications which may have a significant {mpace on state
controlled rosds ur passenger franspor services.  Local Govemment, as the
approving anthority, is liable for ensuring that any impacts are offset and b thic
end, il will usually impose conditions on behall ot the State oo its approval, To
encourage consisient application of the legislaion, the Stale should provide
guidelines to local governments which detatl the responsibilities of all parties and
the irgues which the Stale considers may contribute to any adverse impacls.

. The State Developmeant and Public Works Organmation Ace provides thal the
approval of major developments may ke subject to conditions ahaut, amongst
other things, ransport infresouciure,

* The State Transporf Aof provides limilations orn the movement of certain bulk
cotmtadities {generalty referred to as restricted poods) by road withuul o permit,
The issue of a resricted zoods permit by the State may be subject to condifons
such ax munuelary compensation for aeceletated pavernent Eamage.

‘vhe existing rolaltonships betwesn the State and locad governiments under its umbrella
emphasise collaboration and cooperation. There s however, only voe madal (roads) strategy,
no Slale strategic nfrastracere plan imegrating key elements of infastucmre, no regional
transpott plans and few stalutary and fiscal linkages to coordinale actions.

Throuph the use of developer contributions, the Government can also use flnancial ncentives
w influenice the pamem of development, Tublic expendilure on lanspurl infrastructure and
services is generally directed towards mgeting the requirements of the 'nomal’ growth of the
State, with only limited capacily 1o meet additional or accelerated demang, The diversion of
resources from the wider fransport neswork to meet the needs of a specific development has
adverss impacts oo he wider community,

The Commuigsion considers that contributicns by bensficlaries (private of public sect) are
appropriate to enswre that the costs of iransperd are cxplicilly allecated to the activilics
zenerating the demand, The establishment of Lability for ‘mpacts and the quantem and use of
contribulions, however, must be consistently app:ied and transpareat, with guidelines which
are aublicly available, ard which are consistenl with access and other social chjectives,
Monetary and in-kind contribiuions to State road  infrastmucture i 1994-9%  tomlled
gpproximaie]ly $33 million.

South East Queensland 2001

A lack of planning a1 the past may have created signiticant barriers o ransport invesmient,
parsicalarly it South Bast Queensland. The South East Queznsland 2001 project, including the
Seveloptnent of an Integrated Regional Tranapor: Plan, emphasiscs communily consultation
aed invelvement, and public accountzbility for investment in major transport infeastructure. In
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sffect, the draft Integrated Regional Transport Man for soath east Queensland represents a shift
from the incrementsl pmotification of individeal wanspont infrastmelure projects wwards the
development of longer term regivnal lranspodd strafegics based on well understood  and
accepted transport objectives.

Thix shuulkl previde greater cerlainty wr seevice providers in their Investment plarning, and
arsist in resolution of competing interesrs. The views of particular interest groaps should be
balanced against an analysis of fransport demand and a thoreugh examination of the options
refquired tor satisfy thal demand.

Land Acquisition and Compensation

The Commiission notes that the leve] of cormpensation eid by the State 13 confioed o the valoc
of the acquired land and the direct experses incurred Sy the property owner. Provizions ars
not readily aprarend for dislocation, inconvenience and reated efects, yet g solativm of this
nulure, whilst not tikely 1o be more than ) per cenl of the property valee, would cnsure that
the intangible costs of being forcibly moved are acknowledged.

Furthermare, thure are oo stubulory provisions for the St o andereke ar provide dor
mitigating works on private property. Where properties have not beer acquired bur are likeiy
to be adversely affected then transport planning should inciude mitigating works in project
duesipn and funding, where extornalitics auch as potse and visuad pollution, can be addressed
through the modification, by agresmenr, of private properties.

CF course, compensation should e limited fo actual losses, or it may create an mcentive for
land speculation,

1£.3  Issues and Directions for Transport
Planning

Key Points

* Fransport servicey are amenadle fo market forces Dy e SemMe RIaRRer as most
ofher services, and [nvestinvenf i franspori nfrastriciire and operolions
should be puided by anelfyvis of overadl economiv cosis and benefits, and wet
returns, regardless of wirother consumers fioce Wea full coses.

- Orreater coordination and integretion of planing and transpors cliaing would
ussisi i achieving effective onicomes at e lowest overall cost,

. Direct contributivrs from developers und papmenis by users benefiting from
infraxtruciure fnvestmen! are appropriite Means af’ snsuriwg that specific
fransport nepds are mel,

. Mndividuals affected by planning und develapment of infrasteacture wiicl iv in
ihe broader public interest shauld be fairfy compensmied.
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Coordination of Planning

Currently, the Stare’s consideration of & new Iranspor commidor does not neeessarily inhibil the
contineed submission 1o local governments of development proposals in that comridor. Any
resultart approvals can jeopardise reute viability or dramatically increase compensation
pay mAtTs.

Coordination of planning af all levels of government and batween State goveninent agencies is
essential to effective infrastructure and service delivery, with the promulgation of regional
development objectives, plans and growth managsment strategies likely ro assist effective
franspott planning.

In ke ubsence of regional plans, there are few statutory ot fiscal linkages o coordinate actions
which may otheraise have a signtficant mpact oo treespord planmizg, N Js clear that
intergovernment cooperation and coordination will work vp to a point. Robust statutory and
{iscal planming provisions are required beyond that point, particularly In relation to the tapidly
developing regions of the State.

Transpart Chains

While each bink in = transport chain can ofton be seen oy an independent sctivity, the tetal cost
of moving a cammedity is depeadent or the interlocking and interacting ramure of all finks in
the chain. The analysis of transpart chaing & particulacly useful in determinmg future
Biltastmcture requirements, woaers spbstantial savings are possible if the capacities of
individual links are optimised and ne iinks are cnnecessarily dupliceted. A haolistic appreach
10 ranspors chains witl ensure preater utilisation of existing infrastructure, enhanced planning
for fulere requirements and imoroved commuenication between the operators of mdivideal
tinks, resulting in the minimisation of those arbitracy and sselated deisions which have a
negative impact on $he totat chaika {see Figure 11.2 zelow].

The Commission noted that informal mechanisme have nof always baen sueeessful in
ercauraging cooperation and coordination wher the links in a wansport chain are i separae
ownership, incleding Stale ownership,  Investigation of the appooprizteness of more formal
approachies to the integration of public, private and differert modes of fransport 15 most
desirahle.



13} Lhapter Heven

rigure 11.2
Export Coal Transport Chain
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Community Service Obligations

The Cotstmission noted & wide variety o subsidies v orivate providers, and community service
nbdigatiun payments W governmaenl awned corporaties, However, may of these srmangemands
are poorly dafined and targered, and do not identify standards of service.

Favinents made to teaasport provicers under any Community service contragts shoonld be
charged against the appropriate goverament expenditure calegory—educatioor, social welfars,
industry assistance, et and be subject to budpetary revigw, Commenity servics obligation
confracts should be for periods of three to five years 1o facilirate greakrr certainty in planning
aneed serviee delivery.

Potential Funding Sources

The following sub-chapter on RBead Transport concludes that investntent in voads o
Queenslard will provide suhstantial benefils to the economy. Meverheless, not sll of the road
needs of the Btate can be accommaodated in the shoet term with the available level of funds.

Moting the projected revende pap identitied in Chapter Five, maredwver, it is highly likely that
aiey boast in public sector funding of roads and other transport infrastrocluce can only be
undertaken ta the detriment of other sectors unless other sources of fonding are idendifed.
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Ax cutlined in Velume T, Chapter Two, the role of government might be viewed g3 a continwurn
ranping across:

1. ‘pure’ public poods  often provided directly  funeded from peneral taxation
revenue;
2 mainstream social services with  siznilicant poblic good clement traditionaliy

provided by government, but which may be purchased from ather providers on
behalf of clients [see Chapters Mine ang Ten)—tundec from general taxalion
revenue and/or levies nn benclicizries;

1, social services with a relatively soraller public good element, wsualiy focused on 2
specific group or geopranhic arca where govemmwent imvalvement in plsnning and
purchasing is required, but which may ze provided by government or
not-goverrment providers—funded from vser or geogrephically based levies (=g
vehicle repistrbion, locul povermment servioes, fire levies); and

4, getieral services wich Jitle or no signiticant cublic good elatment—narovided aither
by govenument ar other services providers, bu? with some government
regulation- - funded from specific user charpes.

To ensute that planning and irvesment in ranspor: nfrastuctore and aperations dogs not undely
distart economic duvelopment, iU is imperative dhal such irsesiment ke sccounl of  marke:
signals, This will be most feasthle where the benefits of a service can be completely captured in iis
[inaoees. Here there is a significant role for private ivvestment. There i3 also ait opporiunity for
the application of user pays (g 1olls, where conditions are mel fur their appropriateness, or direct
contribulions ),

Howewver, where the benefits and costs imply atttactive net benefits to the communisy, but can be
only partially captured in ihe finances, a2 good cese For private investment can be made if the
Covemnment offers sgbsidies in some form equivalent to the “pubiic good' component o all
servive providens an the basis of competitive lerdets,

Recomemendations

ILT The Dopariment of Traonsport shonlid, &5 o watter of priorfy, initlate o sirateghe
plarting process which:

. fekex aoceand of the falfl beneffiv aod costy of tranved, incfuding fime coxs
Jor consumars and e cosis af gssociared ufrasirieiere;

. tdentifies Rey priorltlas for Stafe Meanspord Iifrastescinre provision ard
assesses ther using methodologies wirich alfow them fo be ranked against
atfigr Sate Imvexemeni;

. PfeHETeE priaeity Infrasinicinre prafects ond services wilch wmight amvact

participation from the privale secfor; and

. ceardimatex amd infeyrutes investment priorifies between piodes amd gerow
£egions.
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FLZ AN community service abllgations should ke the seblect of contracts which
should be deteiled n Gueenstand Transport's axniel repoet, including the
resilts of that Departmant’s review #a:

. ensure Mhat they are aimed af speclfic soclal needs rotfeer M acting o5
general subsidics fo the sector;

. incredse fransparency and the spporiaily for funads to be redirected fo
higher xervice priovitize;

= fdenfify inarket sepmenis or riall (ines ro be explicfly funded and eriteria
for evaluation of performance; and

- envure annual cornmiaity servive obfliyativas are charged apoainst the
appropriate gevernmient experdiiure colegory (ep cducarfon, sorlal
welfare, indusiry assistance, efc) witere these can be clearly identified.

11.3  With respect to develsper comfributions to franspor? Imfrasiracture and
SErvices:

. the proviviens af the Stute Tramipor? Act in respect of restricted goods
should be reviced fo ensure thar a consistenf apprageh iv faken for olf
commaditics aivd rransporl tasks;

. pablic gaidelines should be provided cuilizing the uvsessable impacts,
{evels gf comfributions, provisions for susuring thar bencficlaries pay «
fair share (but not necessarily that the first xser pays the total cost), and
the respansibifities of lacal and State avwtharitlas: and

. exisiing legislation showfd be axiended to fnchede comribwtions for
impucty e rail and pipeline corridor infraséraciure.
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Road Network

Key Points

Himilar spending per capita on roud mainfenance refalive 1o othier SHICE RAsS ot OVercome
sipnificant deficiencies in the vowd sysrem. With stromyr prowik forecast for demand during
the pext ten pears, ¥ iy exsentiv! that improved roid plaing processes are adopted, that
there §s groater emphasis an improvieg the sfficiency of road consiricction amd mainteiance
and, Freater recourse (0 15ery Contring aceording ro their benefits { via fofls or other aser
charges, such as e read fuel fevy collecred fn a partizidar catchment o fund rouad
EHvesimesds in that cafoliniens).

Findings

. Fmvestment in roads (0 Queensfand wilf, ac the rogd nefrark stands mow,
pravide substantial heneffis to fhe cootoae. Mevertheless, Hod alf of the road
needs of the State can be aecommadated i (e viverd term with the available
tevel of faneds.

. Fhe full resaurce implications of el decisions paist be considered. Profects
wihich promise the grealest net bexaflt to the ceonomy should be anderfuben as
o master of priority.

. Fmproved planining and assel monegenent (incleding the estabifslment of
standurds of service reqguired) are essemtfal  Greater einphosis shoulid be
placed on improving efficiency in road construction ond maintenonce, and the
introduction of user pays mechanisnm.

. fuvestmetrd i the Senth East corner af the Siake, ws the road system i this
reglon stumds now, wonld vield up to five tmey the economic benefiis of
investiment slimehiere, larpely ex a resuli of the smelioration of congestion,

[1.4 Description of the Road Network

Key Points

. The Stmie Grvernment manages 20 per cont of Cueensiund's public road
retwork, bt Hese roads carry i excexs uf 63 per eent of all road traffic in the
Stute,

. (hieenstanmid’s per copita spesding o road praintenance 15 a¥ comparable ievely

with ether ptafor States,
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‘there are approxintately 175,000 kms of public rozds in Queensland, of which 33 600 ks are
categorised i Stwle controlled roads, with the remiaginder the responsibility of oeat
governments, Although the State Government only manages uraund 20 per cent of the State’s
road network, these roads cany more Lhan &5 per cent of all road travet.

The roads nevwork is a unigue part of the State cconciny, providing an essential connection
thronghout the State.  Tnwvestmwent in the congtruction of new roads will offer signiffeant
CCOTMUTIL paing:

"o gquicker ond more reliable roed syslemn cur bring about 2 rednction i wanchouse s
mvenlory osls, an ICTSIsS an sorvice tham commercial firms, the use ol lurger lrucks and the
inerosdnation of just-in-time setaibling, whobmaling and manufasturing sysems These not savings
Gom chamges in inveniorics, lagisnes, aperations and technological chunge con incressc the
benefits i mormal cost-benefil arulyses ol road projees by 242005 per cenr ™

The roads system is the responsibility of the Deparmant of Main Koads, whilk integrated
transperl planning is the resporsibility of Queenslard Transport. Outlays (Stute and Faderal)
on road infrastrucmire in Juesnsiand were 57709 mallion in 1999495, representing 47 per cent
of Queensland’s total transpurt ouliays and approximarely seven per cent of total consolidated
fund ootlays.

Figura 113
Road Maintenance per Capita
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As Figure 11.3 shows, {Queenstand’s por capita sperding on road maintenance iz at comparable
levelz with other major States.

11.5 Performance of the Road Network

Key Points

. Despite a large improveinent in the standard of Quecnsiand’s roady in receni
veirs, the average itandard of the road wetwerk int the Staie is sl below that
af most otfer Stitles,

Measures of Performance

A State"s road network imposes incruased costs on toad users if it has inadequate capatity ar if
it iz in & worse cordinon than in other States.  As the slamdard of the road network m
Queensland is lower than in most olher states, & follows that vehicle operating costs are higher
‘hotl. throught increased fuel consumption and hreugh increased wear and tear on vehicles),
transit times are kmger (as wavelling speeds must be redueed to accommeodate poorer road
surfaces’ and the overall reliability of the road transport system is lower?

The standard of Oueensland's roads has greatly improved i recent years. This has buen partly
due o an increase in annual State finding of around 360 million per annuwm in the sarly years
of the decade. 1t s difficult to make direct comparisons, hetween the state of Jueensland's road
network relative to other Slales becapse of the vast differences in the composition of the
nelworis,

The Commission has been informed, however, that while the average roughness of the roads
has improved in 1ecent vears, the siandard is shill below Lhan in meny other states {see I'ipure
1141 tn addition, while read safety is a function both of the stanilardt of road nfraslructure
and the enforcement of road safely rules, it is likely that the [ower siendard of Queensland's
roads compered Lo that [n most other states has contributed Lo a relatively higher rate of serious
road accidents per HEEOO0 population Tn the State during tecent ysars*

Mationel Associztien of Szt Road Autkeritics {F2ET). Phe Aiptrafion Kool Dwifack Repor

v Maticnal Associaten of Sate Rewd Awbordees, The 80 0ERA Remeds Stedy, varions iRsoes.

' Sreering Committes For Keview of ConmanwealifSlate Service Provision, fleporr on Govermment Service
Provvisen, P2 AGPR



136 Chaptar Heven

Fipere 1. .6
Average Roughness of Ausfralia’s Road Mebwork, 1554
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imporlantly. the Departmuent of Wain Roads has advised that much ot the road network in the Slaw
is currently handling traific beyond its Jesign capacity (pacticulacly in the soude cask comen), A
recent AUSTROADS survey of wser sutisfaction with roads® revaaled that the saristaction of road
nsers with Quecnslamd rords s significantly below the Ausmalien avarage, being below alt other
malnland Fiates except Mew %outh Wales, This finding was weinforced oy a reeent analysis of
inter-regivnal freteln efficiemcivs i which the Mational Planning Sranspart Taskforce assipned
seares to the major road comidors in Australia® ‘This study tound that the road cornidors in the
high growth regions of coasial Queensland and nenhern Mew South Wales were performing at the
Keweust duwels of survise of all inter-capdtal city rawtes,

Performance Benchmarking

Lhe Commission has been informed that one of the factors contoibuting to she inadequacy of the
toads network i Quecnslund relative to olhr stales may weall be that inadequate Finding has
meant (that construction of new roads has sooefimes been undertaken at the cxpense of
maintenanes on existing roads, The Commission considers thit an asset management progratn
wherchy duecisioes are made with reeand o theie full rescures implications, inchudiag all futare
MAIMiananees CO50s, 15 required.

Frard Viser Salisfiar o Saervope, vanpeablishod omndertiaken wn B=hal wf ABSTEOALDS by AGD Mehakr 4395
Eeacioaal Transport Planning Tasklores (1995). Bridize far the Job Comemessiiines” Wik olumre £
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This in wen would require detailed performance benchimarking processes for operatonal
purposes. The Commission nules thal the Visteriao Goveenmeirt details the standacd of servics
that is required from s roads nekwork (in terms of carrying capaeity, qualily cte), and this i
used Lo provide a beachmark against which the adequacy of the networls in meeting the needs
of s weers i assessod. Doalso provides o mcans Por assesaing the performiance of road
providers.

11.6 Future Demands on the Road Network

Key Points

- Averagye amaaf growth in the demand for road wsage in the State iy expecied
tor be areipind $ per cend per angem ducieg dee nexs tere pears, will growth rofes
as frigh ay 10 por cont por anadm in somie of the coostal areas,

- Mot alf of the road needs fo the Xite con be accommodaiad I the thor tenm
with the avaifable fevel uf fumih, aodd therefore, projects witich pronsse the
greatest benefi te the ecoftomy must he wnderraken us ¢ matier of priocin,

. Amalesis saggesis el fovestment on fouds v Queensfand  will provids
suhstanticd bemefits fo e econemy o long oas there are signiffcant
Improvestenis fo Be made. Frurilzer, it bax been shawan that Tavestiment fn the
Kowth East cormer of the State wolld yield up o five fimes e economic
benefits of investment elsewhere, largefy wx o resalt of the mugnitude of
cotgestian thar Ras aoccumalaled in that parf af the Stafe.

Future Demands

Even with grester travel demand manegement and increased investiment it public transpott
during rhe next ien years, aver 80 per cenl of persan rips will sLll be undertsken by privaw
vehicle, The Comaission hay been advised <hat by the year 201, the nuwmber of vehiclas on
winigth casl Queensband reads s expected to increase by about 35 per ceni. These ends equate
o average annoal grawth in the demand for road usage in the Slake ol around § per cent per
annent during the next ten years, with growrh cates a3 4igh as 10 per cent per annam in sotne
of the coastal areas.

Averape speed on sooth east Gueensland roads will e cut from 40 to 26 kilometras per bour
during the moming and afteronoen peak periods in the shsence of any nproveinents. Estioates
of the fundicg that will be required over the next ten years wo maintaim ard uporade exisnng
infrastrincture in order 1o cosees iat the slandard of service provided by the roads network is af
least ay etfective as curmenl provision appear in Tahle L1
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lable 11.1
Estimated 10 Year Funding Needs for Roads

Infrastructure it Queensland (§ 1995-95 mitlian)

State Funded Rond Meed

1736 47 e
15397 Bg TES
195399 ZLE
1939 ] 829
;00001 BhL
PN ) a5
200205 99z
200309 A
2003 05 (1]
0505 D
Total 2.817

S ree; Lepartmant of dain Roads.

As can be seen from Table 131, spending on moads infrastrachire is reguired ol average cument
‘evels for the next two years, followed by an icrease in average per annum spending of
arcund 4 per cent for the followinp three vears, with spending of around 28 per cent per
annuwin higher than cureent levels plaoned o 2001-02 onwards,

Options for Meeting Pemands

ot all of the neceds in the Stale can be accommodated in the shot e with the available level
of tunds. Planned projects which promiise the preatest henefil o fhe coonomy masl be
undertaien st

The Commiission engaged Econontic Insighss (et al) to underfake an analysis of the retomns
frarn Queenstand’s current commitment o road nvestnents. For a number of years, the
Oueensland Government has had in place a rolling live yoear investmend program,  The oest
five vears of this road investrment program iz worth a tofal of approximately 32.2 billion. The
projects camnprise the current five vear investmen: prograrm and five year's worth of the 51,25
billion increass in road furding over ten yvears recently cornmitted e by the Quednsland
Oovernment,

The Econeric Insights analysis found that, from the base of the rod system as il stands oow,
the £2.2 billion of plarned road itvestment would affer substantial net berefits to the
ceonomy, i exeess of 53 billion, The Commissior notes that this linding was consistent with
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exlier Australan studies, such 2t the Kelty repart’ on regional developruent and the 1994
sledy undertaken by the Allen Consuiing Group fore the Auwsttalian Automobibe Assovialion.®

The construction phase was found 1 impose net costs on the ecanomy {due 1o funding by tax
revenue],*  Howewver, Thore is 2 sobstanlia] cxpamaion in the Quuenstund seoromy in the
aperation phase, with expons, the real wage and the capital stock prowing,

Analysis was also conducted of the effect of varying the assumplion repanling the alloeation of
read funds. The current Fve year spending progoam = allocared acrass the State aond has
uhjectives other than 1o redues congestion,  Coosecuertly, there ave some {typically lanm)
projects in south east Cueansland that are not in the current program but yield very high
productivity benefits by foeusing on the redoctiorn of trattie bottlenecks. The effect of
allncating additionzl fuds 1 these betllznecks was evalualed by considering a hypothetical
110 million road investment under a fow and a high scerarin.  In the low scenario, it is
assutred that, as above, the 110 million would be allacated to prajects providing snnilar
prodoctivity benefits (o investment i majar rereal and wbao reads. In the high secnario, it ix
assured that the 5110 millior would be allocated 1o alleviating botllenecks in south aast
Chaisersland,

Vigure 11.5 shows the net benefits of the Towr and high scenarin.  Both offer sobstantial net
benefies to the economy. However, the net benetnt oftered by the high scenario is around five
times the net benefil of the low scenarin.

Figira 11.5
Met benefit of a Hypothetical $110 million Rogd Investment
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propery s and stamp guy.
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Economic Insiahts concluded that there is currently potencial for substantial returss 1o the State
economy frown road investment, and that decisions on the allocalion of road evestment Dads
lias o magirr dmpact on the sice of the relurn. OF couree, The shsdy s only a partial cost-benefit
analysis in thar ir doges not recorhise some non-tnonetary elfecss such as the bhenefits of private
travel time savings or all enviconmental and secial impacts.  Furthermoe, the high retums
from read investreent in Scuth Fasd Quacesland ane reladel to rapid growib in the repion, and
wouid probably modetate once the current hacklog in road investment = addressed.

W is tree that inoa free road system, Tor any given catchment’, new roads may resulr in a
diversion of tratfic from existing roads on to new, higher quality rpads. [t is unlikely,
Liowever, that sew roads will result i o significant change in overall witlisation in the
catchmend #% a whole, and indeed 16 there are ae user charpes, it will he some re-emerpence of
congestion (at lower levels than before) which again brings demand and supply into balance,

In effeck, overal! road use in a catchment is celatively insensdive o mice chanzes {ineluding
the cosls associatuel with conpastinn of preater wear and tear or vehicles, time costs, and so
o}, However, a usér charge of other pricing mashanism can manzge demand mote efficienthy
by presenting vsers with prices which relaie 1o the congestion cuals ey impose on other users.

The Commaission cansiders rhat there are corrently long erm ezonomic benefits associated
with road investment in Queensland, and that these beneflts can be maximised by the use of
plurning processes which lake sompreliensive aceount of the fll resorrce implications of road
investment. Sueeh 2 planning process for roads infrastencturs, wilthin a ¢onsistent process for
all iransport infrastructure, would factlitate the intepration of planning between all mades of
transport, providing a framework which weonld recaenize the Il rezanrce implicarions of road
investment on othet modes of transpom, and vice versa.

11.7 Issues and Directions for the Road
Network

Key Points
- {mpraved pleaniog processes ave regeircd to eelanee integraiion, compeiition
aered the applicarion of ier pays

- Lser charges or eguivalents fep sonal fiel feviey wsed wholly fr finance wefl
dictributed road investmenty in the seme zonel have te potertial to being suckh
InvestieRs farward, o the bonafir af wsers paping thom,

Planning Process

For ibe future provision of roads, the Coninission considers that a planning process should be
adoptud whereby the full resource implications ol decisions are uoderstomd, inclizding:
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. detailed stzndards of service that are reguireed from the State’s roads nepwork {in
lenins ol carrying capaciny and quality efc),

. recopnilion of the resowrce implications of road investment on other modes of
transport, and viee versa;

. specific recopnition of all future maintenanes costs wssocialed witl the building
of pew roads, and

. mechanisms to priorilise expenditire according to the benefic o the St
eeanamy from rtha correspondine roard inveslmont.

Such a plamnines process wenld nsure thet the net longer term economic benefnts of continued
road inevestroert are maximised, and that new roads are nod bacilt ol fhe expense of mainlenance
o existing, roads, 11 would also facilitate the megration of planning between al! modes of
transp o

Competition

While the Comumission acknowledges racent effors to expose the Stede’s read construction and
mainlensnes aotivities to competition, it has been advised that curvent practices go not allm
for concestability of all cortracts. The Commission nevertheless considers that maximum
inprovements in e etficiency of road maintenance and constracbion could by achicved by
Fully crposiog read financing, mainisnaods and consteuction activities ta competition,

User Pays

The Comnission potes that heavy vebicls regisiration fees in Quecnsland are apmaximately
hizlf the average of such fees in other stztes, and car tees are herween five and ken per cent
lowrer tham in other slates ™ The Commission coosiders that the potential benetits 1o be derivad
trom road imvestmient wold be more fully realised if thers was a prealer cmphasis oo wser
pays mcchanisis, Therefore, the Commission suggests the use of:

" 101i charges, where aopropriale conditions are mel, for travel oo new roads o
support the necessary nvesiment;

- increpsed charges for heavy wehicles ta reflact their impact on reads; and, 17
NCCESSLT Y
. the applicatiun of a State Tuel s, e a conal fuet levy, hypothecated 10 funding

of transport infrastructure.

An appropriace strategy for nser pays iwnding of roesds infrastrocture would (beus on new roads
which provide stgnificant additional services and charge a toll which reflects oMy the premium
af this added service (e the congoestion which is avoided by using the new road), therehy

e B o Aanual Slale Governmean iopisteation fees el Arate Frzl Changes
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avoiding diversion 1o adjacert roads --snd spreacling the benefits to users of shose roads.
[mpartantly. as there are differeni magaitudes of congestion at difterent times of the day, ar
days of the weex ere, the roll that is charged should ideally be flexible enough ta reflect this.
The 121l that 15 charged on a read to which there are afiermative soutes may not telly cover the
furding requirernents, und any shorrfall conld be made up by other user charges (eg o fuel levy
targeted on the region concemed) or trom general revenue if justificd by the project’s overall
retms,

A Zonal Road Fuel Levy

[n mvestigating poiential seurces of funding for roml nvertment, the Commission noted the
prevalenee clvewhgre in Australia, of sate based tuel laxes which are, lo sume cxtert
hyportieeated w0 road  funding fasd which can proxy o clitect user—or  wider
beneficinry —charpes).

Cueensland does rot have the fuel taxes pavabie o other Stawes, bot rather has relied oo a
combination of gemeral laxation revenue, vehicls mepisteation fees, and direct nser charges (ic
Inlls) to fund eszential road mifrastrucmies. l'olis, in patticular, have resulled in considerable
public 1esistatce, at least in Somie conspicuus cases. [n parth, this may be due o a perception
thut, for hislorical reasens, sther road users in similar circumstasees have had free gooess o
major roads.  imoaddition, wlls have typicaliy been sot to recowver the W cost of the
infiastructure, whereas clher road wicrs in the same geopraphical area may also benefit
significamly from reduced congestion but pay nothing.

The Commission considers thad, in the case of defined groups of bensticiaries, it is deswable 1o
extend the repertoire of funding approaches to include peographically bused (and vsage
related) road fuet levies, with the revenue hyputheeaed for transport snfrastruciore i ihe
velevant arca. Tolls will remain sppropriate in those cases where the ‘premium service’
offered hy the toll road, over nzarby alternatives, aliows a tol! commuensurate with thar
premiun to be collectzd withoul indocing, significan diversion,

oy 1993-94, fuel consumned by road based vehicles in Cueensland fodalled 3377 million litres
of petrol and ul least 200 miilion litres of disse!, & Sue-wide foel tax of 7.5 cents per litrs,
about equal to that levied in New South Wales, would net approximately $310 millon per
anpuin on these flgures, with a substantial fraction of this coblected i the South Hast Fone—
where (wee shove) conmestion prablems are corrently worst, and retuins to road vestiments
prearest.  Hypothecalion of this revenue to invesunent in lrasport infrasirncture in the same
Zone would, in time, substantially redress curment inadequaries and ensure future requirements
aro mel.

Accardingly. the Comemission assessed the relative suuability of funding additional transpen
infrastructure in Queensiand threugh road fiel levies. The patential nel costs of constructing
E1 billion of road fmvestinents over o wn yesr horizon with revenns from a road fued levy were
esgusseel asminzt the fef costz Associated with Tinancing foom a general busicess tax, The
estimared net eosts lor these altemats forms of taxation are shiown at Figure |16,
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Figire 11.6

Net Cost to industry of Sonstructing a Hypolhetical $1 billtan road wilk Funding fram
Differant Taxes
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The use of & [uel levy as the funding mechanism more than halves the ret cost to industry
associated with a peneral fax on husiness, This is attributed to the relatively lower share of tax
revenue paid directly by busmess.

OF vourse, the broeder impacts shou’d also e taken inta account, not mercly the impacts on
incustry. I'or exampls, the cost of the fax to households and time savings for private vehicle
passengers are sipnificant impacts not typically incluled in benefiv/eost analysis of road
investments znd their financing, Also, it it not zenetally desirable in the gereral communily
thterest 1o shield business from the [ull resource cosis of the services it uses.

The Comtission also considered o zemad foe] Tovy applied only n South East (ueensland,
analogous to a user charge to all beneticiaries of reduced congeation across the overall read
system in thal region. That is, it o program of read investments were undertaken distribured
across the region, Benefirs would Mow te all users o dhe catchment, net mevely users of the
nuw ooads.

The Commission notes that the Gold Coast/Briskana/Surshine Coast ares of South Fast
Queenglaned s a4 natural catchment comprising he coastal plain fTom the Mew Seath Wales
border. west to the Grear Dividing fanpe, and ancth to, and incleding, the Sunshine Coast
area.

The tew South Wales border would net prezent any prohlem hecause spplicatinn of a road
firef levy on the Guoensland side would actually simplify the graduation of the fuel tax near the
border within MNew South Wales, Further inland. within Queensland, fael prices rise with
higher Lransport costs and reduced competition among providers. so thal a Soulh Fasl
ueensland road fuel levy (apphicd only in the catchment just defined) would aetually reduce
the present differences between fuel prices in that region and those in coonty aveas. Thers
would of course be some probiems around the boundariss and possibly a2 need for “stepping’
on satre frots.
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A omal levy would necd o he implemented so as o exempt non-toad uses of the same fuels—
ar used zolely in primary production, in mining, for heating, and so on. Such sxemptions
would present adrvinistrative problene ss woll as some leakape of revenues. Mevertheless, it
should be possible te collect the levy in respect of 2 high propattion of wad fuel use in the
catchment concerned .. where the henetits of the read invesimentz financed will cmierge.

Recommendations

fl.4

L5

FEN:

Fithin the wider comtext af rransport plivining, the Departmenis af Tramipor
and Main Roads should adopid planniny procesves wherehy the full economic
and rexourcing impfications ware taken fife accousny, fneivding:

* mechanising {a priariiise sxpenditere gocording to the beneflt to the
Stare economty frome the correspoeding roed irvestiiment;

. specific recoprition af all futire mointenionge costs assoclated Wil the
baitding af wew roads;

] darailed srandards of service thad arve veguived frome the Stafe’s road
metwork (i ferms of carrving cupueclty, guelity efcl; nnd

- recognifion of the resource bnplicafions of read nvesiment on other
Modes af transport, and vice versg,

Roird comsfruction wnd muointeronce activite shonid be fulfy and effectively
privatived to maximise efficiancy I the sector,

Tw reatise potential berefits fram road investment more fully, Hiere should be
preater FIMGRASIE 8RB WS paps weechaniyws, incloding foll cliarges for new
roady where appropriate, iicreased chacgoey for heavy vehicles and o rogd fuet
fery, [limifed o the  sowth  eaxd cormer of  the  State—the  Gold
Const/BrivbanasSunsivine Coasy catelracni—and wsed whally o fund roid
investments in that catchmen,
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Public Transport

Key Points

FPublic transport needs vary widely in different areas acrass e State, wlthewph the prigor
Joeees iv fhe rapidly prowiog soath cavt cormer. By the year 2085 mary of the major roads n
Nourth East Dueensfannd wiif be freavily congested far fong periads ciacht daw,

I'rivare yector participation in pablic iranspont rervice provision and investiment shonld be

encouraged,

The Hwited svaifeble evidenoe [(for private bis operafionst indicales hat

private aperaiiomd costs ere sigoificweddy fese ten feose of e best public providers.

Findings

1.8

There s a fack of conristency wcross migdes in wrban arens, pet ‘seaniess’
fransport hax becw idvidified ax imporiant imoincreaxing msage of public
fradspart.

Current reforms invelving contracting with private operators aand  locul
quifearidies for the provisiir of bux services, moving to five pear, gvelusive
Jrinchise coptrqel Arrangemaenls are wortiwkife,  Hrishane Transpor? has
exciusive vighis to the Brisharne arew, which raises signiffeant compefition
policy isswees (incheding concerns reparding competitive nestralin).

Negnificand subcidios ol compwanity service sbligations festimared ar 5700
miflive for FPR5-%0) are pund o the bus wnd red frenspord xeciors in
Chuzensiand,

Structure and Resourcing of Public
Transport

Key Paint

Pablic troaspart meeds vary widely i differeni greos acroxs e State, althongh
e miafor fachs i the rapidle prowing sonil eqst cormer,

Recent reforms i contract service delfivery seed o be confinned in munt areas.
i the Brishane CHy area increased competition wowdd be emhanced by o
competirivaly rewtral bidsing process.

The 19495-96 Budger Papers idenufy aporoximately $700 million which was direcied towards
bus and rait transport services in Quesznsland. In addition, a further Z85 milbion was provided
by ke State to fined specilfic schao] transport services
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Pubdic iranspart is provided by buses, trains, taxis and ferries. ‘The Brishane metropolitan area
has rhe hichest concentration of the HSlales popualation and iz served by the Cleytrain passenger
rai] system, as well as buzes operared by Nrishane Transport ane privaie operalors.

DBus services fpencrally privaicly owoed) play a major role in providing schocol and general
public wansport outside of the greater Drisbane arer  Tn 1992-97, uver B& millien public
paEssCRECT Journcys were undertalizn using 677 buses and over 90,000 schoo! studends wers
transported every school day by nearly 900 operations.

Stabc wide, thore ane alse 93 operstors providiog regular passenger transpott ferly services
which carey over 62 000 passengers per week during peak periods.

The relative proportien of travel made oo public tacsport has declined rapidly since World
‘War [I. This has chiefly been the result of increasing community afflucnee and availability af
private cars, which are gble fo offer higher levels of flexibility and convenience. [n additon,
the predominant pattern of urhan development las beon based on car travel, making effective
public transport aperations increasingy diffieult.

In receut vesrs, there has been increasingly vocal suppor in the community For heller public
Lranspost.

Public transpott has significant social benefits in providing transpast oo Those who do oot have
aceess oo a ear, of who are B0 young of 100 old 1o drive. [t is also a more efficient way w
riove passengers in termz of road space, and has siprificant eavivonmental benefits through
reduced emission of pollumants, Goverament has a significan: obligation 1o ensure that as
many members of the comiounity as possible cat access essential seryices and recreational
activities without kaving 1o rely on car iransparl.

Meverthafess, public trunsport shoald net be regasded as a social service providing a baste level
of service at a subsidised rate, b sather as a commearcial Bugincss aimed at puerseing anc
attracting maxiunum patronage. The public interest will be best served by ensuring that the
providers of public fransport, ke they movernmenl ar privale seetar inlerests, sperite within a
system cheracterised by grearer competifion, contestability and reduced nesd for public
subsidics.

Recent Reforms

Keforms under new legislation o 1994 inrodhiccd commercial computition 1o whal was
previously a very protected industry. ‘The basis of the reforms was the issuine of service
conlragts, peneralty for five years,  While competition was recognised as a key facter in
etticient business onerations, the high levels of investment nesdad (o cstzhlish public transpon
npertions in a [ubly competitive market wepe considered 2 signiflcant obstacle to agw entrants,
Accordingby, the contracts are heing issned on a peographically resteicted basis so that
operators will have a guaranteed secvice monopaly for a fixed period, in retum for mesting
hipher standarcds of seevie than may have been atained i a fally competitive mavket.
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The contraer areas are generatly much tarper than the previeus licence areas and Hiis means, in
eflect, that miany operators have either to combine with others, or leave the industry. A major
constraint on the fill implementation of competitive tendering in the refom process was the
irability of the =ovemment 1o compensare the exisung operators who may be forced out of the
industry. As a resull, many existing operators wete given first preference at contracts in their
previous areas of operaton.

In nther cases, the peefermned lendercr was wnwilling te compesate ather eperstors whoss
licence areas were subsumed by the new contracts.

There was also a difficulty in establishing a consolidated public transport contract witkin the
key metropolitan arez of Brishane. he contracl framewotl is a large central contract area
allounied 1o Brishane Transport, and some 12 service contract areas dispersed avound the urban
[ringe. Despite the improvement of service miandards and rationalised bus comtract areay, the
siluation rentains that mnany operators are required 1o pass thrangh the Brisbase Ciy Council
aren without heing able 4o pick up pussengers. Tiow ocans thal bueses wmay run a wery
significant distance back o their contract area after unlcading passengers in the city, I also
works very obviously agzinst the establishmemt of 2 seamless metropolitan public transpont
systes since almast nong of the dosen or so operadors share tekating or fare structures, snd
app=ar to lack incentives to coordinate services, either among themselves or with rail services

In essence, the system prescnls to the intending passenger as a poorly cooedinaled range of
different operations which are restricted 1o jourmeys within a desigrated peorraphic area. In
ity Tespoects, Lhis must reduce he anracliveness and competitiveness of public transport
travel relative to the car.

It is chear, henvewver, hat the reform process has delivercd significant improvemenls and
resulted in the entry intg the indusny of new aperatars,

11.9 Performance of Public Transport

Key Points

. There exit few assesspiends of the effectiveness of the public fransport sysfem.

. Private gperafors’ cosis per Eifometre are signiffcoarly less than thase of
Brisbane Traasperi, Brisbare Transport 7s the second most officient prblic
frauxpert bux vperalor iv Aostralio,

. Phre Covmmission noves that Brisdane Transport hay evelusive rights fa the
Bristane City Coancll grow This raives significent fssues in reigtion fo
compeiition poficy, ard specificelly competitive rewfrafiiy.
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Efficiency of Services

There exist no perfomance benchmiarking svstems and few assessments of the effectiveness of
the public transport syskem

The averape cost per kilmetre for a Brisbane Traasport bus operation ja 199394 way 33835,
whilst the 1992-97 costs for private urhan bus uperalors in Queensland woere FLER por
kilurnetee. The 1994 [ndustry Commission Report on Lrsan Transport notes that on averags,
public operatars” it costs per vehicle kiloaoutre are 30 per ¢eni higher than those of private
operaiers. These fgures, however, do not necessarily f2ka inta acconnd qualitative factors such
as service standards

Qualitative Issues

There iz & lack of condislency acnxs modes i wrban areas, yet "searnless" transpoit has been
identitied a3 impottant in ncreasing public transport atilisadion. The total dowr o doar journey
is iportsal to e user of public Wansport.

In perticulzr, the factors which encourage greater utitisation of public (rmsporl melude:

. punciuality of seivice;

. frequeney of service, weekday peak and ofl peak, evenings and weekends,

. fravel time;

- fare levels and ticketing procedures:

- vern Bt ol wehicles such as seating availability;

’ safeiy:

. ease of transfer wo, from and between trangport maodes; and

- ease of vse of suppotting mirasiruciure feo availability of safe park and nde
facilittes).

Thete waould appear tr be a lack of iegrulivn or coordivation of transport withii Seuth East
Cueensland.  For example, thers is very limited integrated ticketing (apant from bolween
Brisbene Trameport buses and Brisbane Trapspon ferries, and some railfprivate bus
arangements). The decisions by Brisbane Trunsporl and Gueensland Rail to have electronic
but not integrated ticketing do not cantribure to the perceprion by users that there exiars an
sasily accessible, scamlues rave] system within the area,
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11.10 Future Demand

i South East Queensland, public transport joumeys accounl for les: than seven per cent of all
mravel This is expected to decline Lo aroend six pec cend in 201 under current trends.

Ry the year 200 | the population will be aroung 3.1 million. As a nesnil:

’ the number of car trips will increwss 70 per sent;

. trips fo work which are major conrribizors 1o peak howr congestion will increase
by D10 per cent with about 200000 commulers entering the Hrisbane city area
gach dav: and

. the amount of freight carried is extimated b inerease by between 8O per cenl and
P23 per cent.

With travel growth of this magnitude, and withcut significant investment in addifional public
transport capacily, the cogion's ¢ities would be almost zrid locked Dy 2001, However the
{overnment is abowt to rolease & drall Inlepraied Rewioval Transooct Plao for South East
Cueensland which includes actions (o increase the proporion of frips made on public transpor
hy 30 per conl, @ 1R5 per cent of all wavel. Because the regions popllation & expected 1o
mcrease by 60 per cent betwueen 1992wl 2007, this would mecan public tanspart journeys
would have o tnorease by 154 per cent on the (992 level. Daily ridership would have to
increase from 489,000 to 124 nillion in 20T,

Fuor the balamee of Guecnslond, cidershin is much smaller but is stll an important slenent of
the transport systerm.  Lven withaot fommal stralegics o incresse the proportion of travel on
public Wwunspornt, growth i key provincial areas including Cairns, Elervey Say and Townsville
well alsa result tn grevwth on public transpon vidensibup at arcuid teo per cent per anman,

11.11 Options and Directions

Key Points

. Planning raforms need o be accomiponied by preaier uge af market
MecREHmS fo ensire dsers qre aware of e il costs of travel {parlicilariy
Fohdaot varigus wmodesh,

. Liser pays revennes will glso be necessary ta gugment infractrueiure.

Planning

The drall Integrated Regional Transport Plan prepaned for South Last Queensland aims
‘noredse by mround 5G per cond the share oftotal trios in the reglon made an public ranspot by
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the year 2011, Une of the key ismies arising feoan the [ntzprated Bepional Transport Plan is
how the tarzeted crease in wizoe woubd be achieved. Inereased ysags is more likely to result
{rom u relative improvement in the allvactiveness of public ansporl relative woolher inedes,
where affractivensss neads 1o be breadly dzfinad to include the full costs of travel (ie including,
travel thne, parking, access Inne, and interchange Cosis),

The main optigns for increasing the relative attractiveness of public transpors mchede:

. W inercase e relative Cspeed” and geliabiline of public wansport through
increased frequency (thad reduces wailing tmes) or providing meors offeient
infrastredcture {22 bus [Bnes, opgraded taill lines):

- bo inttoduce public wansport o new areas (2z onew rail lines, extended bus
seTVices],

. raidueing the supply of car parking (or increasing s ceosls);
. (o reduce public transport faras, and
- to directy imgreage the cost of car wavel {og thraogh road pricine).

Reduction i {ares is of doubiful benefin because the fare anly represents a smail fraction of the
lotal cosl of wsing public transport. Time costs are genetally much more signiflcant,
patticulacly for camumetess during, peak periods. Hewever, given ihal the costs of conpestion
are spillover” costs fie they not fully borne by individoal motarises), the impetus o use poablic
tranaport from econgestion aleme iz probably insufficient o opiimise use of public transporl.
Incteased parking, access and interchange costz are indicated as heing necessary to atlocate
resources ore effickently,

Investment

Fazed an discozsions with Queensland Transpod more @ffeient infrasirociure for Saath Euasl
[ineensland would probably inclode az a minmuem:

. additional radl rolling stock and buses;

. incrousing rasl rack capacily aod reabigning racks i huy areas,

. hus priority systems, inchuding busways, bus-unly lanes, snd lrensi lanes, wnd,
. uperading passenyrar interchanges and kerbzide infragiruciure,

The Nepartment extimales that to cater e inereased demad sver the rext 25 yorres arpund 56
bitlion is needed for sueh addirional infrastructure.  Geeater recourse m user charges [ie
through higher parking fees. and even access fees to urban areas) may be worthy of funier
consideration in such eircnmslanRces.
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Specific Sectors

Bus Services

In 1994, the Oueensland Depastment of Transporl neved the provision of bus services from a
license regime to a Hve year service cantract basis. Under (he naw system, Queenstand's urban
bus servicas will be divided into 70 commercial coniract areas for which subsidies will nor be
required in the longer term. The pravision of schuol transpodl will require the establishment of
a further 1,100 bus contracts which will continue 1o be government funded. A separatc
arrangerment exisls fiv Brisbane Transport at this time,

The Commission aales that the 1994 reforme, whilst not fully unplemented, will create a more
contestable lncal tox industoy. The Conunission notes that Brisbans Transpott is a relatively
etficient local government providar of bis servizes whon compared with other government bus
services i Awstralia, and thal the cost per persen of franspaning commuters by bus appoars in
be less than thal for rail in Queensfand. Nevertheless, tuither commertial retorms are required.
Sreater patremage atd interast in comtestahle seovice delivery could be enbanced thiough the
eatehlishrmuent of & uniform ticketing medium for the Souwth Liasr region.

Citytrain

st recovery for Citylrain fell sligatly @« 19%4-%3 comparad with the previous year. The
fammission notes that Quesnaland Transport has moeved towards establishing a formal
cumlractusl basis for the delivery of Citvirain services and infrastructiure. The Depuarbnent,
should, as with bus contracls, be reguired o ceport on ite performance in purchasing
approptiate rail transpor services,  AsS the conlracls with Queenstand Rail will be on a
commercial basis, similar to other contracts et by the Department, ir is sugoested that Nve yoar
conlracts be provided for CHyirain operations,

Citytrain comtracts should include a target =stimate of the efficient cost of delivery of the
defined services in year five, and gualilative poformance requirements which cover aL &
minimurms, szlety, reliability, frequency of services, and availahility af inlormatien and
contriburion fowards integraied ransport seryvices.

Ciiven the absence of a competitive macker for rail services, it will be necessary for Queensland
Transpoit to sipnificanlly snhanee its benchimarking expettise so a3 w establish independently
the level of efticient costs.  in the lonper tocom, aceess by thicd pardics to the suburban
infmastruclure is aporonriate, and o this end. the Comimission endorses the sceking of
expressions of mlerest from private partiss to operate & rail service beoween the central
business district and Brishane Airpart and supgeests that any the construction and operation of
futurs new rail lines be open to public, comperifive tender.

[t is also possible to introduce alternatives Lo the conveotional heavy rail system,  These
include light rail, monorails, and dedicated bus ways.  These technolopics shondd also be
evaluated as they are oflen less costly and inore flexible, with comidors that require less
segregation than conventional heavy rail,
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Non-metropolitan Transport

The Commission sugeests the promotion of greater flexibulity and wneovation i public
fransport o match the speeific needs of provineizl and roeal areass. For cxample, greaier
wilisation of taxis and mini buses for scheduled passenger servicas, and where appropriate, the
eniomsemnent of swnschedoled o call” services where theee 3 o tack of donsnd for a reguler
schediled service, Subsidised air services, penerally seiecred after a public rendering process,
are also provided to certain remote locations.

Mare than haif of Travelirain paszengers pay no fares at all, and only |& per cent pay full fare.
The viability and provision of such services must be assessed. Where long distance passenger
rail services are prowvided, these shoeld be subjeet o separule conlracts sioilar to weba mail and
acain, explicilly identified as community service abligations n the Transport budaet. Wirh
respect 1o low volume rail branch line: and small freght services, community service
obligation paymenls shoold be peblicly reported for cach branch line, wzether wille sdvicy
reaarding the benefies achieved. bor some lines, opportunitizs for private sector involvement,
paciiculardly By the lecal cominunity, may prove bzpeficial w all pasties and shculd be
enanaraperd {uasthly by eompetitive franchise amrangements).

Recommendations

1.7 Progrossive affocative of bus servive confrects fhrowghowt Dueenslond by
COMPOTie franchise shosld cortinge, and e conrracy service framework for
the metropaiifon aren shorld be vestruciured o ensire Brishane Transpors and
peivate secrar apargtars provide o integrated poblic transport sysrem, awd Gid
[for contracts oxn a compefitively neniral fasis.

108 Comracks for passenper rail servicex shandd he ased oy o mecienism for fully
reflecting the subsidics for such servicey,
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Rail
Key Points

The Queensiand economy ux g whale will bencfit from @ wiore efficlent rail sector by more
tran 3200 wilfion por anuum even bofore the impac? of mafar gew grojecty 15 iaker
eunvideration.

Findings

. Chicenstend Rali is ene af only twy infegrated sigte reild systemys and fas
moropody of Oueensfand raif services,

. Fecent axtiinmiey uf productiviyy indieated thar Cuweerstond Bail had o reduce
costs by arownd 3200 million to cewch world hest proctice fergets, Wiile best
practice i1 coal hawlage operitlons may be ackleved by 2008, it miy not be
achieved in corrend peneral freigh! hanlage services.

. Producrivity baprovemenis required tv meef work! best proctice will resilt in o
fower staff requiremeny and necesslare Higher communiny service ehiipatinne,
Community service vhiigoting paysienis represent a major coxr to the Budgor
and require revisw te elisire ‘enive for money’.

4 fnfravirnciure projects of of leasi 32 billion Fave been Bdentified to wecet
Erowth, upgrade e spstem, wmd overcome deficiencies. Rigorolts assessment
of invesiment proposals peeds to be eccampanied by preafer (ivfer und infra
madiet) competitivn und the fvelvement of e privaie secton
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Quaansland Railway Infrastructure, 1936
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[1.12 Structure of the Rail Industry

Key Points

' Cusensland iv are of oy two States retafving on rtegrated rail system,
' Clueenclind Radl fras i incnapaly uf Queensluad riil services.
Queensiand

Market and Industry Structure

Railways are esscnlial o Australia’s ransport svstem. They play a major role in moving coal
artd grain to ports, and in camying commuters. Queensland Tas over 9900 ks of 1067 mm
fharrow waugze) rail wack and 101 km of standard gauge track. ln 1994295 thix infrastrchng
carriet over 95 million tonmes of freight and catered tor approximately 38 million passengar
jonmeys. Almost 3 per cent of the Treishl carried was cond and 98 per cont of the passouger
Juurneys wore i Brisbane's suzurban rail network,

To date, Queensland and Wesrern Australia are the anly States retaining fally intepgrated rail
wyalems. Apsrt oo dokerstake operations on the standard gauge line, Queensland Rail awns
and oianages fas a monopoly) all of Queensbaned’s cudl transpoet syslems, Cueenstand Rail was
corpuratised an 3 July 1995, The imperatives of the corparatisation model and the associated
requirement for Quecnshand Rail w operale in a competitive manner are fenpered by a
recognition of CGovernment and public expesiations thar Qocenshand Rail wiill:

. provide sarvices o communities in 2l pars of the State served by fie radl
Rk

. coneibwe to the fulfilmem of the Government™s pelicy agenda; wad

- houour comumitments Lo its work force precluding forced retrenchments and
re:loaea i,

These irnperatives bave had the result that somie pads of the comporatisation process have not
been effective in thair desired outzomes af inreducing an arms leongth comeereial relationslinp

betwesn Gavermment god Cuaznsland Rail.

This will change as a resull of the recend amendments e the Trade Proctives At witl
competition now Bikely on significant parls of the netword (noting thar coal haulage is
excluded fram the accass provisions of the Trade Practices Aot until 2000,

Cneengland Bail faces compettion on much of the network thom road transpod, but has litle
competition it long badl, low value bolk commaoditics.  Tolermally Queenshard Rail s
structured ground four Business Groups comprizing: Coal and Minerals: 'reighe, Cirgteain:
and, Traveitrain. Those are sepporled by two Buosieess Suppont Groups. - Workshops, and



156 Chapeer Eleven

Businuss Servicus.  Fach Busivess Gronp hes Tull responsibilite for defined parts of the
network and vndertakes 21| mainrenance and operatens on those parts of the network,

Commonwealth and Other States

The focus on siructural considerations for railways nanonally and in other states has been i
establish structures whiclh will encouwrage competition and efficiency in the delbvery of 1ail
services. AL the nmational level, the Nalional Rail Corporation has been established as a
company owned by the Commonwezaith and several state sovemments (oot inchvding
Queensland) to operate interstate rail services,  The Comemonweallth bas also MTapged an
inlentian to create s aslional frack management authoricy [0 manage access o the tracks which
malke up the niationat mersiare failway system and, providiog there are net benefits io the
CQueenstand, e Stute should consider jeining.

Victoria has moved to franchise operation of couniry passcnger lines o privale vperutors and
has granted access rights to a privale scelor rail operator for an inferstate vail freiahe service.
Mew South Wales has recently anooanced major restructuring of the State Rail Authority
which will see the freight components corporatisud as an operator oaly, the creation of a rack
managemeni body separate from rolling stock operations, and the integration of the subarhan
Cityrall with other stake owped public tanspot operatars (buses and ferries).

The separation of the managemsm of mack infrasruciure from the operation of rolling steck
u=ing the wacks 5 alse apparent intemationalty, paicularly in Burope. I condrast,
allemative mundel of retaining a Tully istegreted rail amd ek sathority such as Queensland
Fail is used i & competitive enviromuegnt in the United States and is wsed for a privatised
menapedy in Mew Zeatand. The inajor difference between the Nodh American and aosiralian
situatione is that the United States has a large number of inlerconnecting (and at times parallel)
privete raibroads which zenerally require occess to each other.  Access mothus oflen z
sommercial imperative for koth partics. T essenee the compelitive pressires hatween North
American ratlwayes which suppon access do nof exist in ueensland.

Baseed on the Indusiry Commisston assessmend of the benafir of reform, the rail sector is
gstimated wy be able to contribue 3300 million o the Cueensland economy before the effecr of
any miajor néw prajects stimulated by the improveincats is tuken int sccount.

[1.13 Performance

Key Points

. Eecnsiangd Rafl's overall perforinance ix welf (25 per cent) below the best
aversens hetcdimerk.

. Oueenxiand Ruil fus munde improvemenrs fa ity efficiency sinee 1991 qnd is
reguired to gelticve best proctice i coal haklage operations by 2008, Seneraf
Jrefehy haidage fo curreni levels af service is (on corrent ploas) wonlikely fir
agieigve weneld bavt practice in aperasing costs g refievn on capital,
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. Efficiency impriovenends will be achieved Meroxgh  combination of increasail
frafiie, Envestatens i better techanluyy wed chenges i woek practices, These
strafepies will resalt fnoa lower Sl reguirestent far fhe same, ar preaer,
rrafiic daxk.

. Community service ablipativn puveenty fud associared  pelicies) represent a
mrijor Cosi fo the Budgel gad reqriee revisw,

Operating Efficiency

Overall Efficiency

The Burcau of Industry Econarucs has estimared that Queensland Radl bad w reduce costs by
3200 million (27 per cenl) by reach world's basi practice costs. ‘Lhs matn problem areas in
Cueensland Raill are rolling siock, infmslroclure maintenance and corporite overheads.
Further, by the Bureau of Industry Yconomics estimates Queensland Rail ondy closed the gap
on world best practice by wo pore cent during the [991-92 to 199539 period, wheraas the
closure of the world best practice gap by Ausirzlian svsbems a8 o whele was 15 per cent.

OF the Ausiralian el svsioms, Queensland Rail's vail productivity was second fo Australian
Mational slthough the rate of improvement (23 per went [rooy [990-01 o 1993-94) 05
sipnificamtly less tivan other Australian systems [2g 85 per cenr for Austratian Maticnal over the
same period).  Accoriding 1o the Bureau of Industry Economics, Queensland Hail's track
orotductivity has been the highest in Australia {duz ro the high percenlage of bulk coal baulage)
bt poterrial exists for divestment of low volume traftic lines. Locomotive productivity aver
the period 1990-91 o 1993-94 slipped from lird 1o third, and wagon productivity from second
o Fenarih.

Employment policies which do not allow Quernslsnd Rail to relocate staff or ntroduce
redundancies on other Qi o voluntary basis are a sigoificant facror in retarding reform wilhir.
Cueensland Rail. While the Government dous make an explicit commuitity service obiigation
meayment to Qreeensland Rail to cover the com of surplus stafl (529 million in 1993-06), the
requirement to retain atilcially high stafiing levels is a maor barrier to achieving negeszary
bevels of productiviy.  {Jueensland Rail antivipales that e surpdus staft for the organisation
will incresse rom 1,180 this vear to 1445 in 199E-99 as a result of improved praclives and
technology, which, all other Ihings heing equal, fcreess the ancual cost of surplus staff 1o $40
millicn.

Fusthermote. incame suppott is a respomstbilily of the Comanenweaith rother than the Sraees,
and simply maintaining suplus statf on she payroll may be creating a harrier to stroctural
adjustment in the labour market. 1 e preferahle both for the economy as & whole and for the
individuoals concerned—if any Hnancial assistance provided allows surples walf o reskill
andior ralocate 1o industrics und’or areas with belter lang tenn employvinent srospecty
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Export Coal

It the export coal area an extensive srudy of Queensland Rail's coal haulage perfunmaaice
compared 1o world best practice was andentaken by Murcer Menayement and Symands Travers
Moran' baszed an 1992093 apus. At that fime, 1t was estunated thae, after adjuseing for
sweuctural differences of haw! length, tus] price and the cost of componcnts, a zap of 18 por
cent caisted between Quesmshnd Bail's coal haulare cperatinns and waorld best pracrice. Atter
allwing for Chteensland’'s namow pauge sailway and roling orade differences it was
conswdered that achievable world best practice was closer to wn per cenl In an updan: for
(994-05 the estinaled gap moved Ton oo per cont do around gipht per cent (around %24
million}. Queenstand Kail considers that it will achieve '3 goal of world best practice nu ol
haulage by 2000,

Freight Group

Using Bureau of Industry Economigs data and that of the Svoomds Muorgans sledy, the
reduclion in costs reguired in The gencral freight area to eeach warld best practice is in the
order of $170 million, or 346 per cent fbased on 1992 03 costs),

This eatisale & consisten] with the aperating subsidy (5 2% million! paid o Cueensland Rai
to allow for the continued operations of the Presght Groop until such time fhat it s able w
operate conunerciafly, and a separate community service ohligabion paymenl of 329 million o
sover the vost of existing surphus 14l (the majoriy of wham are i the Frelght Group)., Some
improvements have been achieved over the past tew years but Quesnstand Rail is clearly
congerned at the problems in this seolor

Passanger Services

The Tndusicy Commeissien, in ils 1993 repee om [Irhan Transport, found that all Awstealian
urkan rail transport systems should subshntally improve their productivity, Patronage has
steadily fallen since 1988 and is compressed meinly fntor the morning und aliernoon peak
periods. Duoring  1995-% there hus heen nosmall increase in patronaes for the Citvirain
{2xcluding Gold Coast) network. Citetrain has substantial excess capacity during waepeak
times, bu? is striggling 1o meer the peak capacily reguirtment. 1o relalion toe Travelirain, the
Commission nedes bhe high levels of povernment subsidy which are not available to other long
dizsrance passenger Carriers.

Thz Commission s not aware of any esrimates ot’the benefits that could accrue to Governent
it Cleyirain and Travelvain were operaled wt best pruclice. Tn the absence of competicen, e
Commission considlers it essential thar this work be cadertaken as the orimary basis of fulure
contracts between ihe Government and Queensland Rail for the delivery of the suborhan
passcuger conunuily survice oblipstions. Moew Cilytrain links such as a poteatiat Sunshine
Const lme should be open 1o the marke: 1w ender for construction and operation, and
Cucensland Rail should be allowed o compete in this pracess,

Yo Memer Mmapeaerl gagd Symends Travers horgan (1), Kaporr grepared for i Joone Sofvivory Crovge mite
W ld's Besl Preschice i i nad Havlegs.
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Pricing

The Cowtrmissian potes the commmittiznt by the previous Governmenl, which cemains in place,
te phiuse out de facko coal royaltizs hy the end of this decade. These will gradually be replaced
with an explicit scven per cent ad valorem royally as contracts expire.  De facto rovalry
puytments from Queensiand Rail 1o the Consclidated Tund currently sland 8l appresimakely
250 mitlion per ahnum. While the Commission is conceined about the efficiency anpact of
the priging recime in pre-1989 comtrects, v recognises that the Government would face
signilicant [iscal difficulties m immediale rermuval of this scheme.

Financial Performance

Thie net cash cost 1o the Dudgen in 199596 for Queensland Rall was £225.7 miflion. Altheugh the
total communily service abligation paymends come w 36225 millien. the agreed payment
sehedule has mean tha e cash payment for community service obligations v 1995-96 was
£455.9 million. | addition, an cguily injection of $40.2 million was made in order 1o adlow
Queensland Rail wo fusance is investment in suburhan passenger infrasiucture. “This paynient wis
pactially offser by receipts of §237 millivn trom de facko rovaltics and $i3.4 million from a debt
ruaranlee fee,

Funding provided to Queensland Rail from he Sime Government in 1995-96 is identified i
Tabte 112

Tebe b2
Queensland Rail Fonding, 1993-96
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Source: Queenziznd Department ol 1ransrnt
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I11.14 Future Needs

Key Points

. Infrastractore profecis of af least 82 diflion are fdentifiahle o mecr prowth,
wpyraife the spsiem amd avereome Aeficiencles.

. Riporous assessment of Mvestinent proposals xoeds to be accompanied by a
consideration of alfernatfve options for services delivery.

. The railway indusiey aeedy fo provide for greater competition and velveneny
af the privite ceclor threugh strctocal separation, hivd party  access,
Jranchilsing, divect invesimeent, and the safe of aeieis,

Infrastructure Requirements

Most of the rail finks in e currend network were developed in rhe tate nineteenth and early
lwenticth contorius as pioneer railways 10 open up the state v davelopment. From the lale
19508 purpose-bullt railways for transport of bulk coal and minerals were buiit. Sigeificant
catch-up investenent e freiglil projects such w the Main Line Upgrade Praject and upgrading
af ibe Mounr Tsa Line has heen undenaken over the past five vears.

Tn 1A ressenger ares, investment over the last few years has concentrated on construction off
inrer ity unnels, the Gold Coast Railway, and in e acquisilion of now electric trans, as well
o5 refurhishing the long distance Traveleaing,

Signibicant potential for growth v demand is cnvisaped within the sector. Together with
duliviencics with the cxistinp systam and expectations of increzsingly irproved serviee lovels
the foltewing areas of future Ifrastricture investment buve been identificd by Queensland
Rail:

. a proposed wpgrade of the Mounl Isa-Townaville linc o tripls tonnage by the
year 2005 tr promote new developments such as the lime phosphate ming and
Queensland Phosphare fertilizer plamt jn the Mount [sa area (5130 million for
infrastracture and 340 million for rlling stock  with $70 million to he provided
g% o wuhsidy by Govermment?;

. far lomg distance passenger (ranspoit (F30 miliion over the next five years) with
the major component being replacement of the Senlander;

. Citytrain system improvements over the next five vears totalling over $651)
million, major componenrs being systemn growth (8400 million), improved
vefiabuliny and customer service (3130 millien), and safity and scourisy (880
ntilhice’; aad

- upgradings to mateh competition (from read) on the Morth Coast line from
Brishane to Carns, the Moot Isa o Towosvillz lioe, the Citylrsin system and 7
muetber of Inland soures (81 hillion teer the nexi five years).
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Options for Supply

Dipportenities for infrastructore augmentation showid always be subjected to rigorous cost
benelit analysis betore implementation. Furnthzr investmenot comvnitments should alse only be
undertaken where alernative means of delivery avs unavadlabla, The Commizsion neles e
tollowing opporunines for such allemative service delivery:

. third party access aver the entirg rail nolwock welzd prosouste geester competition
anmd private sector investmenl in potennal areas of growth {eg the proposcd
aieport link};

. franchising of servizes within the Cilvirio selwork would provide some degres
ul private sector funding (but more importantly stimolaie computitive serviee
delivery?;

. privatisation of specilic purpose segments of the ratt network on appropnate
tevtas, and

o the poessibility of service detivery by other eansport modas.

As a precursor W ailowing privats sector investment in the nenwork, the Commission cunsiders
that separate community servics obligation contracts should be entered nto for fhe
infrastructure and operational components of (he existing eperalion, with Queensland Rail
holding an inittad franchise {or several franchizes) for existing operations. Thesc franchises
could then be opened for competition, with the ohjectives of reducing operational community
service nhligation costs and introducing privane sector capital and managemsni.

Cenuerally the Comunission i of the view that compstition i the main slimules for mnovation
and productivity improvement. The Commission does not, however, endorse duplication o
public investient solely 1o encoursps eompetifion bolwesn road and rall.  Limitations op
pubdic funding requice an application of benefitfcost analysis to establish the hest nvustment.

Hl.15 Strategic Directions

Key Points

r The heneffis of corperatisation o Queensfand Rail Nave boen Hmfted by the
podley eonsirains placed by Sovernment on thiz scctor, These constrainty need
fir b removed,

- Serwciaral separation of the track from comtesiable servicey iy reqaired. These
services nead o be separately incorported,

. Regidations wiich restrict fraffic to reil need to be reviewed fo oensure o
censistent approach is taken for afl compodities and transport modex witlin o
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Framerwork which nmulutains appropcinle envircmmentol, safefy and plebfic
ety sfurdardy,

. Alfernative meflrody of delivering community service oblipatfons need o he
assessedd e Cemiprefensive cantricty established.

Accountability and Oversight

The accountability of Queensland Rail’s buard 2nd management for reaching their objectives
wiould be dmprived by eliminating, where possible, aperationz| constraimts placed oo
Cuzensland Rail by Goverment.

Cureenslangd Bail needs ro be able ro alter its prices 1o get the aptimal use out of its rolling stock
and infrastructure and reduce costs by changing use of lubour and ciher npals withont political
interferenoe.

The current process for oversight of Coal and Minzruls prives shoeld be strengthened . as this is
thie tnajor arca in which Cuecnsland Rail continues to have monopody power. The pegessity
for intrusive price aversight processes could be reduced by competition.

Industry Structure and Third Party Access

Qieensland Rail has never operated in 2 reuly competitive environment,  The exisence of
competition will provide the growest incentive for Quecnsland Bail to comtain costs and
improwve ity efficiency in both operational service delivery and asset creation.

T nlrodose compelilive pressures the vory minimum required i3 a comprehensive third party
ACCESE regime implemiented across the emtirety of Queensiond Rail's network,  Competition
even at the margin, wilt ensure that prices charged refleed the truz costs af operation.

Given the incentive thae exists for Queensland Rail to discowrage competitons from aperating
an its network, the effectivensss of the regime will be limiled unlass it 15 enforced by an
tndepenilent antherity.

The greaiest pressures Tor efMciouey in the provision of rmil infrastrrcture and services will
resull frum separation of the nataral monopaly (the rail nervork) tiom the contestable services
frhe rail setvices). ‘Lhe contestable services need 1o Lo clearly defined in functionzl and
accouniing terns, separated and, epural it conlestahls maczerplace. This approack has been
adopled in Wew Soulh Wales.

Private Sector Involvement

Fuor railways, the meajor basis for conklinned Government ownetship has been it3 status as a
monopoly provider of rail infrastrueture and cperations.  With competition possible in several
parts of the Industry and being introduced, the newd for Govemmenl ownership s significantly
Feduced. it 15 uppropriste o guestion whether specific benefits aczree from the retention of
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ovwnership of the rail system o part or in whale.  The delivery of commnnity servies
oblizations or the maiatenance af cmpleanes could be met, possibly more efficiently, with
privafe ownership in place

I particular, various pressuras on the (nuneial srocture of tailways will increase the need for
capitul.  These presswres mcelide the sffect of reduced coal revenue consisient with
Ciovernment policy and cuostoinsrcompetitive presseres, the impact of wicreased comperition
Frows third pargy access, and the need o sioibe o balanee bebween community servics obligation
funding availability and service aspirations. [rivate seetr investment may alleviate capita:
needs and promate operativnal efticisncies,

Road/Rail Competition

The Carrmission fiotes with some conc2m that Queansland Basl is subsidized Tor small freight
services (including running s own fritcking operationsh, which may cormpete with the private
{non-subsidised) pFucking secror.

There needs to be aquitable competition betwesn road and rail tansport,  Regulations which
reatrict fraffic to any particuiar mode should he aliminated and polivies implemenied which
ensure each made mects afl of s costs. The peicing of both road and ratl ranspon will then
better reflect theer relative strenpths. Rail trenspork will mose probably Toces on those services
where il has s comparative advantage over road - belk baols from mings and gram storaye
taciities to ports, long-distance haols with anit trams, and urban peak-period commuting.

Export {cal Haulage

The Commission recopnises thal Governmeni bas committed to the removal of de facto
ravalties from these contracts by the end of this decade. Remaval aof the royaltics poor 1o the
fully phased imtrodection of the gew explicit royalty system would create severe fizcal
ditliculties for overmment.

Imtegrated transporl chains from the “coal face’ 1o the port be fommalised. and warld bes
practice in regatd to logistcs and commimication adopled by rail, posls, and trensport cairiers,
ncluding Quesnsland Rail,  Generally, this has aor ocorrred when leRt ke miomosl
arrangements. 1 may be possible 1o achieve fully integrated chains under the auspices of the
Inint Advisory Greowp into world hus praclice,

Community Service Obligations

Comimunity servies shbigations are apparently being funded ot the basis of rembursemen: of
actual costs, without consideration of alternatrve means af delivery of the commueily service
ublipalions ar porlicular aention o etficiency considerzbions.

Civen the substantial propotion of te Stae Budgss involved inorail commonity service
ablipations payvinents, the Commission was surprised tw find that there are no formal
agreements between rhe Srade and Queensland Ral seting oul abjpectives and conditions of
corunuiity service obligations tunding.  More imporantly there B2 litle reporling on
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performance i lens of the effvcivencss af the community service obligations tending in
achigwing its poals.

Dhac (o lack of dute and svaluation/zfecbvencss studies, the Commission had no basis g form
an opinion on the efficacy of communiry service chligations funding in most arcus of rail,
Aovailable information indicated the need to query.

. the basts for payment of $33 millien per annum ro subsidise long distance
passenger travel by rail;, and

. commundty service obligations fundiog dirceted w subsidising freisht services on
rail.

The only perceived bBenefils of dhis, and the ghove payment, seems to be o maintain the
exisling apcradions of Ceeansland Kail,

The Bracels Line and Q-Link subsidics wnaliing almost § 100 million are rargeted at supporting
aczesk to mickl commumiiz:. Spending on these rail lines should be made wansparent e cnsur:
that the relevant communities are able to asszss whether they waoulid prefer this funding to be
vaditvcted loward mprovieg service delivery in other areas feg health, education and road
services) to their communites.

Cnmunity service contragis between government and raibways should be put in place and be
as specific as possdbole, identifving exactly what vaticular markel seyments or lines sre to be
explicitly funded =8 communiey services. These contracts should also include criteria for
evajuation of the performance of the rail authority in muecting cach parficalar commuminy
service,

Welfare concesstons available for non-urban passengers ere difficult fo jusify and should be
sigaificenily reduced. Uf, however, oovernments chioose to sebsidise concessional long
distange travel, vouchers for any mode of non uban wavel should be provided o a Hmited
vilue per aonwm per entitled persen.

Government Employment Policies

The Government pliey that Queensiand Rail should not involuarily relocate staff or make
them redundant onposes an actificial snd non-commercial testraing on Queensland  Rail
achicving commercial lavels of efficiency. As a result 329 million or almost §3 out of every
FIOO paid in payroll eax in the Siate is paid to Queenslend Rail fur the continued employment
of surplus skiaff.

Whilst soeme phasing of staff reductions may be justifiable on The prounds of minimisiag
dislecation in the labour mwket, such action is only dzlaying an inevitable decision to reduce
slatfing 1o a sustainable lavel, Dlelays in this decision malee it more difficult to climmale these
unhecessary £osts 1o business and taxpayers, and inprove productivily wnd service delivery in
the reil system.
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Recommendations

.0

.00

T

Iriz

I order o drive efficlency thrangh competifion, Quesnsiond Rail's irack
aperotiony shoald be separcted from rail service operatiohis, wiich woudd then
he provided Gy separate cemmercial providers,  Consiferation of the
appropricle means of pramoting compelifion in service delivery, whether by the
privafe scofor or lncorporaled  entitfes (nwidar Bhe Dovernmsiont Owned
Carporations Act) is afse necessery, Privitte scolor invalvemettt b the induseey
woield be erfineed thraugh thivd pery acoess gorows the prtire nefwark on a
pan-diseriminafony basiv, franchisiog fep seme ruarnl and nran services),
direct compericion (eg e workehops), eomplerentary rvesiment, or e sofe of
{858

Regulations which restrict trafffe to either raid or comf shooadd be reminved, and
charges introdieced which raffect the thee casis of each vectoer, provided i
envirmunentel, sefelfy aid pabifc apmenity levels con be maintained.

Lloon developmient of derailed compuivify service ahligetion confracis, fhe
rexux between oSN Service obflication paystents to nieenvland Rofl anif
disteivutions of dividends and jax eqoivalents from Pueensdand Rl should be
discontinied.

Welfare concessions shoudd be rewiewed Lo covire these el geniine sociid
needs, Concessions shondid be pravided by verchers for any mede of travel o
@ fawdted velftie per ennwer per entitled person.
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Ports

Key Paoints

Onvensianid's poris Rave oaly recently been corporafived. Thongh it is (oo early to asvesy tee
Sull Bagafit af this refornt @ punber of ficrthet wifietives wre warrozied,

Findings

El.16

Quesnslfand’s elght pore cerpornfions make @ positive coniribiction te ihe
Srares’ finances, althougl rates of relurn on port gisets ure qiite Lrw.

Sowne porls are invelved ik #on-care aclivities sucl oy airporiy, stevedoring grd
eity developmnemi.  Boards shauled focuy on their core business aerfulty omid the
returt they provide ro thefr siravelradders. This will increase freir coriribution
o averal] State developmieni by provisior af fuw cust yervices ia port K5ers.

Muwy port activities are grivately smanagad witle port authioriies primarily
perfariing o fandlord funciion, Fuarther private scotor mantgemeni oand
ownersiily of ports amid parficaiurly won-core assee should enhance
Ferfarmance.

Structure of Ports

Key Foints

Porty aperate av Government (hwned Carpaviions, inoa predominantly
landlord capaciny with many actvittes In the perey nndereghen by the private
seclor.

Somec ports are invelved in sabstitiod mon-poct eetivity,

Al present, Queensland’s port wiTastructune consists of 14 rading pors snd 2 community
paorts, These ports are administired by & porl authoritics. The ports of Brishane, Bandaberg,
Cladstone, Rackhampron, Mackay, Towneville, and Carns ane cach manased by a single ooit
authority, whilit the Pty Comporation of Queeasland  adinnisters 7 trading ports, 2
community ports sod 3 non-lrading poels. There are agpeoximately 970 workers employed
direstly by the etght port awhorities. The [ecation. major commodities, and fype of ownership
for each of these poots is setout in Tables 11.% and 110.4.
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Transpors
Map 11.2
Major Queensiand Ports and Total Trade Throughput, 1984.95
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Tahw 1..3

Forts Corporalion of Queensland Ports

Paork Location Major conmmadities Private Coeratar
Abbal Foint Merlf gl vz Cral W
Cape Foattery Marth cf Caioas Wica sand Vs
By Fuimnl ol Mackay Cral L=
Larumbra MrrRan Jreee Setroleonn, e catlle, Dglwry produsts Py
Luoinda mozkh ot Towaew. le Sugar i ey
touilyan Bputh o’ Samny Supar W eg
IMurscay lslznd  Thursday & 1oer D sland Con gty cogt iy
Weipg Crmley Rivar Fauaite Tes

Houorce Gueensland Dopartment of Transport,

Tatahe i1 &

Reglonat Port Corporations

Fort Mzier Commodifies

HQrigbare Hulh commadities, car mports, centamensed cargn and other praduacts
Sundaberg Sugar

Gladstone Ceal, aluring, caushe sofy . petroleum croducts, cemant aad Aluminiy
Alna (Rocxkampton)  Salk, amemariom mibiate and oxp oseecs

Markay Supar, grain, petroleam, bulk felilsers ard iron corcentrates

lowr seille Hugar, 2inG cancantratas, cantainers, fiel and Aickel oo

Cains Bugar, molusses, petroleurn and containars

Searce: Duearslasd Depal tanant ol Transpor]

The QJueensiand porr sysiem’s total throughput in 1994-25 way approximatcly 133 million
tonnes, This represenis an invrease ul approximalcly 8.7 per cent over the previous financial
weur, with exports i by approximately 7.8 millicn tonnes {7.9 per cent) and dmporls up by
approximately 2.3 million tonngs (121 per cent). By the year 2000 the port system is

sxpuected o handle t72 million wnnes of cargo, a growth cate of 3.5 Der cent per annumm.

D to lecational aspects, most pocl government cwned corporations are characresised by some
e of regional monopoly inihe supply of port access. Competition between authorilics i
aenerally I'mited 1o attracting new trade. particulaly where port users have options to use a
combination of road, rail and pon teansport. Ports have also been exposed 10 competition from

aiher mades of fransporT.
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The port government ownad corporations role is vegy much focused on providing appropriate
infrastructere to doliver competilively priced services inoa imely maser. Many aolively
market the advantages of their pons to potential customers.

While some port authorities in Cueersland carry oan acbditional aetivites, they elosely follow
the "landlord" model which iavelves port authorides providing land and other basic
infrastruciure. Motable cxceptions include the cwnership and manageroens of local airports by
the Cairns and dackay pon antharitics, dhe deveduring activities underlaken by the Gladsione
Port Authority and city development it Cairhs.

Port authorities apetate princpally undsr the provisions of the dovermment  Chuned
Carporaniests vt 1953 and the Trasspors fefrastruciuree Aok T84 The legislaton reguires and
enables port authordies o aperste ws commercial enlilies. This legislatee coiso hiss enabled
the Queensland Governrmont w0 retait ownership of port authorities through e sharehotding
hinisters { Treasurer and Minister for Transport and Main Roads) and o set the overall
stratepic direction. Lach port authority has a Hoarl of Dircetors whe report o Lthe
Shurchivlding Ministers.  Year by wvear cutcames are debined in Lhe goveramont owned
corporation's sanual Slalement of Corporate lnenl, Substantial relorms ive octunied b dote
including:

. review of achiviies and land holdiags and adoption of the preferred "Tandlord
mndel:

. separanion of rezulatory from commercial operations,

* catablishment of *hurdle’ rates for assessing the viability of capital investroent
projecks;

* dividend payments, set on afer-tax profits, o he made cach financtal year;

. establishment of capiral structure parameters such that debt levels do not exceed

thuse of shnilar private sector entities,

' toe cyuivalents apply twooall Porl governmeent owocd  conperations wnd ane
requived to be paid each financial year from 19%5-%6; and

. governtient owned pot corporations to 2hide by (Quecnsland Port Pricing
Principhes, foremest of which is commneial pricing.

AN ot authoritics are required 10 make commercial dividend payments o the Stats
commencing with the first year of profit as a corsoratised entity.  Tncome tax cgquivalent
puyinoeals were ntreduced for the 1595-95 tinancial vear.
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I1.17 Performance of Ports

Key Foints

. Coal and sugar parts in Quecaslund wre internetionally competitive,  Freiphs
performance in Hrisbang is inpraving to mesr aatfong! best praciice.

. Rates of rothira aré qrite fow.

Overall Performance

It i+ impoclant L make s distinetion between the aperations of cach port a9 2 whele and the
performance of the individual port corporations. Muock of the measured performance of the
port lies outside the contred of the port corporation. For example, inest port corporalions are
nek directly responsibie for maving the poods aver the wharves,

A teeent international benclenarking sludy by the Burenu of Tndusiry Beonomics indicaicd ihad
Lneensland's coal and sugar export operations are highly efficienr and compare favourahly
with competitors in Australia and overseas.

During the Seprtember 1995 quarer crane rates in Brishane increased o 14,5 pwenty food
cyuivalent unils (fwenky foot equivalent units, a standard shipeing container} per hour, the st
merease after four consecutive declines. In Sydnev, the crane rate increased to 193 twenty
foct equivalent voits per hour.  Melbowme's crans rate 1cse slightly to 19.8 twenty foot
cyiivalent unils por hoor. T Adelaide, the crane rale incremsed Lo 209 twenry fooe enquivalent
LRiES per Rour

A comparizon of perfoemance in soveral Ausiralian and Mew Zezland contamer ports an ship
based ¢harpes and stevedoring indicated “hat the chargas are generally lower at New Zealand
porls. The refunn agenda moplamented for Mow Zealand pods in the lawe 1980% has resafted
insignificant productivity gains for the indusiry.  Staffing numbers at some major ports have
fallen by around 40 per cent, while ship um-arcund tmes are now rnning at about a third off
whul they were in 1982 11 has boen swppesied that the abilidy of the port management to
capture the henafits of the labour marker reforms has been enhanced by private ownership,
Improved labour productivity has led to greater infrastructuce vestraenl.

The Wew Zealand axporience sugpests that a pons privausation agenda for Queensland wonld
recd Lo b considered in the context of the browder issee of waterfront labour reform. This
industrial relations matter is largely within the province of the Commonwealth rather than the
States, piven Commanwealth Industnial Relations Commission coverage of meost pourl workers,

Financial Performance

0 omaking an wssessmerd of porl corporstons performance, iy pecessaey b be aware that
ihree poct awthorities have heen corporatized for just under 24 months and the remamder just
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under 12 montis. Pusthermare all have recemly nndergone gwsel revaloation, The impael of
the wwsel revaluation has in some cases sigonificant |y increased che size of poat corporation asse:
bases, resulting m markedly increwsed dopeaciation exoenses and  comespondingly  low
accounting-based raees of return.

The ports’ actval financial perflonnance foc 1994-93 and target perfonmance for 1959520 5
listed in Table 115,

Takla 11 5
Financial Performance of Ports

1934-95 Aciual 1955-96 Tavget

Mot Operating Accounting Rate of  Mel Oparating Accounting Rate of
Port Corporatian Profit (570003  Return (per centl Prolil (§'0C0F  Return (per cent)

A nednbacg B2d g2 (333 04
Huockharmpton a7 T4 (1LL) L6
Mackay 1AM 18 ] 1%
Townenlla LR 4.4 11 32
Cunrrne 10,550 A [z, esn an
Clad e 15057 5! L& LD 4.4
Erisbans 30,045 R 14,408 LE
Faorls Corporation

of Queensland 8,331 2.5 [2.0%a) 0.4

Lrarne  crasnsland Cepacimient of Toansaort,

The port authotities arz requircd te apply a sel of pricing principgles, These principles require
prices (o be at least the aveidable cost of service provision (taking inte weconunl The full range
of costs attributable fo he service), Any cross-subsidisation s to be transparent. Ministerial
1escrve powers currently apply 10 revent any momanoly pricing.

All port authority proposed mftastructare over 55 million has to anderge financial evalaation
for consideration ot Board level, while major infrasticture propazals have to b s e for
approval of Sharchelding Minisers,



173 Chapler Bl

I1.18 Future Needs

Key Points

. Srehvtantial futiere vvestment is srvizaged in ports. Such cxpendifive needs to
Riced FiForaus invesimend criteri,

If the State is (o capitalise and improve trade and development eprocluaitics, and comply with
the neads of Ui beathag public, then expenditare on capitat works to upgrade and expand port
anid maritime transport faciliies iz essential. Whenever practicabie, existing port [acilities will
be preferred to the crealion of new facilities. Forecast exnendilure s desilad in gable 15 8
[FRATR

Tahle 11 &
Forecast Capilal Works Expendifure - Part Corparations {3 milliom

Frort 1996-97 loG7.96 1503-549
S ane £2E 14.0 71
Towmzvile 5.0 100 [[41)
Carns 5h O 125 115
Gladsicne a0 na na

Purts Corporation
af Queensland 800 0.0 15.4Q

Saarce: Qu4arcland Cepartrnent i Transport.
Hote mom, Mot evanlanle

E1.19 Strategic Directions

Key Points

. A rritical evaluarion af e follawing aqetivitier 75 warranted: the puce of
corporalisation. pessibifities for envlpumativn, competifion in e defivery of
aE-cure aerivities, Hre pocvible privatisation of core and pen-core gysers, ond
e cdpital stracters sf corperations.

. The memberslip of beards needs fo be reasxissed & envure commerciinl skitls
wnd experience are availoble und forused on core part activitias,
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Industry Structure

Although only recently corperatised, the existing strachurs af the port auehorities has the
potential lor further resfructuring,  Specific sreas of polentia] Cmprovemend inchude:
mtionalisie and amalgamating some of the responsizilitizs w0 improve managemant
etficiencies, alteratinn of capitsl struclures:, and, reorivsiaticn of the focus of acrivities 1owards
core activities, Port authorities saould not force the port wsers o utilize port suihorigy providued
services {whieh may include stevedoring).

tdost sighificant areas of non-core activity have heen subjecred o business emit reportng,
Monetheless, these busioess units could be separated from the Port povernmient owned
corporations and evenmally sold o private interests. The musjor nen-care business unils for
the Queensland Porls inclode;

’ Cairns and Mackay Aimars,

. Ciladslons Fort Authority sevedormy activides;
- various boat harbours and naarinas for small eraft; and
. Cawas city port development,

In abdivion. the Posts Corporatien of Caesnsland aperates a pumber of regional ports | heze
inclinde:

- HMuy Point (Dalvymple Bay Coal lerminal)--major exporter of caal from cenmral
Cueensland; subjeck o recent capival expansion.

. Abbor ot coal exporling Leemeing] assooisted with e Mewlaeds-Collinsyille
Fatnes, fo swnificant srowth in recent years.

. tlourilyen—sugar izomingl south of Camme,

. Tawinda  sugar wenning] aerth of Townsville,

. Cape Flattery —exponer of 2ilica sand and arher minersls,

. Waiga—exporter of Bausite for Comaloo and ather bull: costatners.

. Farwmbae  recent covmmitoent o provide minerals sxports: cattle exporns.
. Thursday Island  community post in Terres SEoit.

. Cruineed] Beach—-community part in Morthern Quecnsland.

It may be possibe o mam effiziensivs i rationalicing some of the analle peel governoent
pwned corporations.  For example, Bundaberg Port Autherity and Rockhampion Por
Authority are small operatiom and ovarbeads could e reduced by amalgamating them with
Gladstone Post Awehocity.  Mackay Port Authority could be amabmamated indo the Porls
Comporation of Queassland.  Alteroatively Ports Topporation of  Queensiand cownld take
responsibility for thesa ports
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Accountability

Anther peneric area of referm 15 the improved lunctioning of pott boards.  in this regard,
representation of port boards should foous oo conemercial «kills and ciperience in boesiness
acbvities. [0 is ol gssenlind Lhat all baard members raside close 4o tie port or have pod
axpartise.

Links des Ioeal authoeities may mdeed diston the objective af port acthorities wowarnds et ing
uneelated goals and objectives. The cost implicatiuns vl relaled decisions are either passed
tnlay port wsers or carricd by 1 pablic in fermes of unzconomiz rems o capial invested,

Privatisation

There are ne compailing reasons why the pores and nor-core businesses should retnuin in
aovernment ownersiip when viewzad from an overall state develomnent perspective. 5 sold it
i5 possible Munds woutd become available for alther porposes. Alematively additional revenus
caultl e made avaiable to povermnent through 2 ceview of the leve of 2gaity of individual
ports.

Privatisation would pravide an opportenity for key facility users to participate i the pwnership
and management of same of the facifives w dwir wdvantase Ax ports are nal subject w the
it degree of market conlestability, prices oversight would be cssennal,

As witl a1 privatisetion programs o clear gatement of abjectives would be requived. Oiher
Igansy reerring attentian would nchide the stztus of chamels, planning pawers pver por
lands: the effect on post land tenure; the appropriake streere of e industey: and, competinon
betwanen poorts.

Pilotage and Conservancy

fn 1992 ahe Government received a number of requesis Tom imdusiry 1o review the service
delivery policy and prcig pelicies relaing o pilotage and conservancy (provision of
mavigadion aids) woehe Stare. Curremtly, these arg provided by Queensland Transpor
employecs, except for the Font of Brisbane where the service delivery funehion is perforreed by
a private cosnpaey,  Brishune Marine Filols Propristary Limited.  The Sovernment also
collecrs all revenues o the State froc the provision of pilotaze and conscrvency serviecs.

A diseuwssion paper asaessed four aliernatives s2rvice delivery options which ingladed delivery
of the service by private enterprise, port authocity, Governmuenl and a combined operarion that
inchuded sigmenes of both Oovernment and private entetprise.  The service delivery options
gorsddered i the  discussion  paper were assessed  against crierla such s safuly,
responfivensss, assel manpzement, monupoly conlrel measures aned induseial acceprance.
Provizsions of pilolage and conscevancy services was considered the most favourablz option as
It provided econcinies of scope and scale m the provision of both pilotaze and conservancy, i
would have a high level of ndustiial acceplance compared wilh the other options peoposad
anch, wits buund begislalively o comply wilh the safery and responsiveness critevi,
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Al the very Jeast, the provision of pilledape and conservancy services by the private sectoc
shanid be market tested.

Airports

While airports constitule & non-core (Sead port assck, i Some cases there are & famber of key
reslATe 1SEH0Y.

Slale wide and vegional plannng with respect to aviation infrasiruciuce requicentenis and the
inferrelationship between aieprerls and serrounding arcos has been very lwiwed in Gueensland
io date,  As the Commenwealth Covernment moves 1o sell Federal Alrports Corpotation
Airports and B hecemes clear that many lecal govemments e Queensland are walikely o
adecuately plan for and fund futore airport sroath, an inereasing role for dhe S s
fareshadeowed,

Thepe are currently signiticant issuzs emerging which wilt vequire Siate invalvement ip
aviation planning processes. These issues include:

. lhe potenlial for uonecessery duplicution (eg arposts e the Wide Bay-Burmet
tegion and in the Whitsundavs-Mackay area);

g infrastructure  requirements o meet  future  growth  {eg  ‘Toowoomba,
Coirns-Atherton . Tablelaods, penetal aviation requiremenis in sowh  eas
{heensland, Gladsronel. and

- the faciltation of aviation deperndant mduswies and intermodal distribution
Merations (ey within Brishane Alrpot ervinons].

In addittor the State femels air services to remeods locadions and inocertain places, aicporn
rehabiigarion. However, the State’s role in determining the approprate standards For airports
andl e oeost elfBclent means of service delivery has not bezn definitive in such locatmns, for
example, futwre public mvestment i aivports in the Torres Sleair reeiom needs #y be assessad
against the costs of possible subsidised provision ot rotary wing, as opposed to Fised wing,
ReTVies.

It is recopmised that air safery remains a Comemonwealth responsibility,  Mowever, the State
should actvely manitor tr ensure that the adverse impacs all ivpairs and assoctaieid <orvices

are aecentahle,

To address these issues Ouweensland  Trapsport shoubd prepare & Statewide  aviatwon
iftastctire and  services plan, Whilss the Commission teoommiends an increased
involvement of tie Slale w aviation planning,. there s oo need o the Slate o ek owneeship
of airporrs e Mackay and {aimsz) or fo fund finore airports.
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Finance

The Port of Brishane, with assets arcund the vaine of 5400 millior, curemly carries no
significant long term debi. This &5 not the case with the other three wajor Ports - Ciladsten,
Povrs Corporation of Queenstand und Cairns Ciher than nraviding a lower-cost source of
funds, debr is a discipline on mananement in that it lireis the funds available to the diseretion
of management. As a mwmeans of mproviog its perfarmance, the Government could conduet a
capital strpclure revisy of the PHIFTS.

Recommendation

113 The Grevergmend should, in respect of ity ports corpargtions:

. AL Ron-cave ACTes Shelt a8 alrports, Stevedoring and  ciy
developienss with o view fo erlioncing compeiition i their defivery, id
selling iheve nsyefs;

' eVl are e ownership of airports i e confaxt of @ Nratewlde avigffon
fefrasiriectnre and rervices plen;

. axsens e wpporionrities i mey exit far oreginnalicetion aad
Mgt QF poris akd thelfr acrivitas;

N as5e5s board roprexenfalion o enstre al apprepriale comiereind
expertive v mvaifable; aind

* cxumine e privanifation of porl® fond piletoge g conservancy
services), waid feic capiiel striaciure fo determine the reluiive meritx of
them remiining pablicly gwned,
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Chapter Twelve

Energy and Water

Key Points

Further refann of (Oueenslond's eovrgy omd waier seclors & essewdie! e presmade
Qrueanstand’s brrernational compatifiveness, suviein brvesfmeny and fmprove e Stofe's
budyetary position.

Comminent to the Copncif of Ausirgltian Gaveramen(s™ raform agender, anef preter privage
secior fnvedvement i eleciricite ived waler scrvices f necossarl for fhe aitainstend of these
geals,  Reforw witl ecrease grovs steate preelicet by abows 31,2 Bilfion fnclading 1900 johs).
Additionad hoveflofal resiiis con be sxpectad [F e reforins fiolfiee tajor new grajacts,

Agricritive, mining wid valve added procecsing meke sipnificant confribiitions te the
Qacensiand econonry and their compotitivehiess is very dependent upon infornaticnafly
counpredifive pprets—snclt ey electrivily, pus and wader fund iraaspors). Electricify acceant
Jor wp to 30 per ceid af fre coxr of some aeivities (ag iy smelting).

lavensiamil's abifity f offer wationally competitive prices o dividned ivedastrial cnstonens
iy constrained by the wve of stefidard farifls and crass-sibsidics. The indwsiey operofes
befow the fevely uf efficiency uttoirabde by U8 fovestar owaed atififfes.  Privedivadion and
Strdceterd reforae of e Dvefiestry w8 ensure compelition, ok o anifcipared henatirs and
provide subsiantied invesittent fumds fehout 5125 billiou) for ifte Siare.

Priccs of gay ard fiiglt ated Sforral? freaiitdl reservay are WSafFICian o meer prispocnive new
denmund, Exivding drdusiey ond prosgects for sew projecty wre fmpeded By these comsrrainty,
Creecensind will he depevdans om el wasy Ldaeensdaned for marured gas with subetentiad
areas sHfF Ackd by ane grodp of cxplorers ord proiducers, Compelition 5y furgely alsond i
cuploralion, producrion, processing, retfordidirn and refailing med veedy o be ernbanced i
reduce pricey pd oreiase e retiaBIE and Qe af supph

Inureased demand for waler amd severe droieghit 0 recend peres have piet sibstaatiod presere
e fhre SEEEE's waker vupplies aid on Be sockal, enviromssenrad il cconandle sesiams wiich
frey stestirin, The droaglhe enpliarises feai vator is one of e SIale’s scorcest rESoNIces, Iy
critical di ity imdiesiey wed showdd be dppeopriofeh maroyed. Substantia? raform i requiived
i the wmanagemenl, veseseny o pricing podicier ssiential o Improve  rosenree
ivaifability, enhance fre ccowondic pecformuice of related fndasiries aned  dependent
commtiiitios aird, provide recarrces for furiier susteinoble imvestment inowarer supphe,
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Electricity

Findings

The Queensland Governrrecni s contsnitinent fo the walinnad eleciviciry marker
X ecessiry dn hmprove e cosmpeiiive pecformance af slectriclty supply
Arrtiewtaely in vespect af fdustriod pricing.

Fhe stracinre of the Queensiond elecieivity fdlustry i beconcictent wifh fhe
reguirenteniy af e rativeal elecivicity wmerker to owhich the Ouecnsfond
Coventment I i sipranery, Fhe fach of ivferconnection withhalds sigeificast
COSE SEINRES, GR TRterstate compeiitive sty and e means for fatiere soport
af paeer,

Fhe valus of the wssers of e industey (5128 Biflion after dobr retirement)
coneld bo re-direcied to betfer nse by te Shnte,

Approuchies to regivowl develomnent wwd o affcactiog dustey based upen
sephoptinnd plany locerion ard premarers fovesosent i irfrastrncinee can baitd
pentanent cost diviniivaniages into the electricity sector. Dudiesiry developorent
v best promated by compefivive slecirioity prices. Socinf objectives con be
achfeved by the ise af fransparent comniatify seevice obliyeiions.

Recommendations

L

A

LI

A deraifed cleciriciy Indusier refoem sivategy siwnild be develaped, congivient
witlt tre mational elecfriciny morksl aprecmenis. Iy particular, that sfrategy
thould pive affect o the noed far:

. Hee (st fo be restraciteed fo allione the mocimun pisxible degree of
verenprelition; and

* sefling gesraratiun, iraecmivsion ond disertbeirion assefs o e private
£ECPOF.

Fhe Governmen! shualil estoblivk 3 speciol pvpose taskforce o Implement the
ahiave recomrendarions and B pariicailor:

. punrege e prepacaifon of the indaseer for sale;
. CSRBN the framework o renegoticde long-iersm sonfraces wirich fing

the effeciive speration of the enckes;
. extERiish injeresnueciions with the netional prid; and

’ revig e maans of aclieving other economic vaid sociul abjeciives,
inchoding  rhe  establiskmend  of  fransparent  comusunily  seevice
L TH T L



Ereerpy and VWarer 17

Gas

Findings

Frevapations from the watiesid electricify mearket code 8y Oueenslaond sfveelid be
sirviaised. Specific arvangemanmy with e Ufadstone Pawer Stariog chosiled be
murde compatible with e operction of a comperitive markeipface. Disteriions
fiy conmpatitfon resalifog fram fung-terin coidegitucel nnderiabings glso need fo
Fe restrictired (o facilitote o eifective aparation of competiiive srarkeds,

The regulfation of competition in efeefricity shoafd full withie the purview of
the Auseraticn Compogitian arwd Consuneer Commnission, IF the Ausfrafion
Competfition amd Comvmer Coimission Is uanble fo wmeef the necessury
FRGEEFCRICIS cariny tee reform plove, thiv respuasibility conld be wssigned do
i frerprorary) Oueensliosd Camperitny Caiorite opeeating only patil the
mitfieesnat myarhet i eififlished,

The Queenslamd price for pay & Bigh refadive @@ interstate {adant teice Hhaf af
Victorlah and averseqas marieis, and detracis from e cust competifiveness of
enfstinei basiness and hndrseeiod wsers,

There exivts siprificant podeitial for demiesd e ineropss, witlt suany now mofor
indnestelal wsers of goas fdonfificd, awd srowg prowdlr iaodemand i some
regions. Thiv prowil will e constrained by shiortagey tn snpply,

Proven rexerves are consirained e fack of competitian.  cUtendion & reouired
e enfaitce e e imer basie compedition dr increasing explecetion wid
penduction, devetaping couf scanr methane, ahd accossing swew flelis,

. A e af thivd pucty scoess isaes refiding fo lransinisyion, procesysing and
distribirion (and relafed franchise moftersl reguine rexoliufion o promale
Stfrere fafroastraciioes Bifervnaieetion el Coanfedinton,
Recomamendations
2.8 A Queensiand pas devefopmany stearegy sianie he developed, hased o Cawacid

of Awstralion Goveratents peincipfes and sronazed oo specfal puspose
HSKfnres fos

1 ALFabIf rrasparety aid decotinindfe aurbarite-fo-prespoct adlecitiom,
tipheen finiily on the Spdtfal forwe and sabsegedint refingioisimenr of
alipcatingg,  reduee of aaximuant ereas, wed  iedroduce Frading i

feRr e g

* repond Section 43 of i ey A7 aud rempee diserfburion fronchises:
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. esteediicit o wnlfors fadkairal thivd porty wocess regiine for yax faind
pefratenmn, trimseissioa aod  disicibidion pipelines mwd processing
Jucilitien; irrd

. fucilifate profecy develgpuieny,

F24  The regrlotdan of compelition in gas shoualid fall within the purviese af he
Amdrafeaiy Coingetition ond Camcimer Copnission. I the Awserglian
Competitfenr and Consuimdr Comerivsion s nneble fo meef the necexsory
requireiments during the ceform phese, thiv respunsibifiey eouled be assipred in
a frempaoriey) Quecaciwnid Compediton Anthoriy.

Water

Findings

. Frevaifing pricing  ond  festitdlonal paficies fuil de enconrsge nsers o
recngaive e searcivy of waker, They o aise iegd 1 pramaiure sipmentation
af estems, eavironmerital degvadadion, and fail o move water R ity kiplest
vafwed wxe. Fhey afve dnpose o swbiimniind financial burden hpow  the
Cheegrnsfonnd commmimin

- Qucenifend has fagged befthnd wilter Skates in bmplementing iaviiitioned
reforms. There Bave heenr fiw commercinl imperatives in e planning,
sanggamont or disrfhtion of raval warer.  Porformeance monitering in boih
ardtiv oot rtirad seciors s deficient ied fucking in statutery sappar.

. In raral areas, reveowe from the sale of warze cennor sustain contistied
dnvestment ar refurbishiment. Casts exceed revonnes by shour 5.4 mitlion per
conrierre. The S2.5 billior assels are earaing o tiegalive rule of refare (costing
arbores 158200 meiltivon per annrion). Aw anfunded bocklog of refurbisiinens i
virfred aF 3A0-60 mififan, A Subsidy of B20 mdilion anniatly i being provided
o EEPBER Wfer HECTS.

- Further copital infrusireciure investments af L8 bitiien and e Bidag of the
errfany weter sahyidy fo 530 miifflan per aonem ore belng considered. To enstre
crat any furteer investnchts achieve dosired commanity benefiiv eppropriate
frstittetionad sirectares and acenaoiahiflities, investment e priving policics
et property righes seed 1o Ae mur Bite place. The benefits amd impuets af
vitierkat hised podicier gee nor wedl iordvestond by e conumeanity.



Energy zno WWater I&1

Recommendations

28

29

{24

The Govermmen! shold umplenwent the refoean agreed by the Conncit of
Apxirafian Crengramaenty und, i p:.rrff.:';;mr:

. desionate rexporsibliiyy for strategle plansieg, coovdingtion of water
FESOUEPCE  FEQINRIfoN  fexcep!  compelition),  residrce  manaGgement
rEgalation, @ eormiiiedions straiegy und perfarnnmce srdards fo the
Oepuriment af Nuture! Resowrces—porformance maonitoring needs fo
reinain independent of he purifofia agency;

- wituhlish o Sevle Water Corparafivn o develop and manage rurad bulk
WAIFEF SHpELD ERrasIrncrars;

. estnbiish separate private or local rioeal retail distribaiion agencies for
rierat! reticiefation;

* privative or cargeritise arhan wifer greviders ond esighlish a bl warer
supple corporafion Yor sonth covt Gueeextond:

. eisire thet aff bickk water, reral und scban servicey {nat privatived] be
defiverad thronplh cantestible faciiliy manarement conrracis; aned

. frfrodiiee redeabfe water entitfertenty aod priooressively implesient o
reghne of recovery of fai cosid with we of commanity serviie
ABFERaian s only witere iafensifie iy the pablic fnrevesr.

Tiee regufation of cempetibon in water shoald foll wiffiin the prrvien of e
Austeation  Comperftton and Consrimnsy Commisslon. I the Australion
Conpotition and Consiiner Comnission Jx aneble fo mest e Aecessany
regiiremends durineg the reforan plase, thiv respeasthility conled he asvignsd fo
d fremporae) Creansliond Compenition Aaehariy.

A sgecial purpose tovkiforce showhd be estoblislied fo review fin consufiation
With ocal genverrment) e pafensial fov efficiencies g regiongt distribotion
dgeheies,

Prigritiex for infrasiructure develipmens aod enhancemeanrs Gfentified by the
cierrant Wakar fnfrasirictre Taslforce sioulid be submitted for consideration
Hergugh wormied Departineniel misexsoest and the Govermmend's  overall
capifal budpeting pricess.
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Chapter Twelve
Energy and Water

12.1 Introduction

Key Points

- Intermational advarces in the reform of the eneray gad waler SCCIOPS represant
a chalfenge fo the (Rlawer) pace of refurer in Quectistend end our international

CONIpEiiiveness,

* Sipmificant beneflts and mgior new grefects can reasonebly be anticipared [
the reform af these sectors is expedited,

. Competitive  markets, private sectar ownership, commercial pricing  and
fransparency are key inpredionss af the roforn: process.

World energy demand is projected to grow at an annual averags rate of 2.1 per cent over the
period in 2010 Demand s expected 1o zrow in the Crganisation of Economic Cooperation
and Developrment by 1.2 per ceat our annum aned al sbeat double the global rate i the rest af
the world, Encrgy efficiency and competitiveness ate major objectives internationally.

Historically, elecrricity, natural gas aad water services, were porocived as public goods and
aceorded special rights and privifeges in exchenge for the obligation to gnarsatee supply. In
addition, some of these sectors were scen as vehicles for distributing econumic activily
berween regions and towards preferred activities,

Mare recently, many governments have concloded thal most of theic objectives ean be
achieved simultaneousty by establishing an integrated policy framewark with a primary focus
upon the achievemenl of ecmnnie cilicieney and the effectiveress of service delivery, These
goals are beitg met by greater reliance upod competitive markets, wilh appropelate sneial
objeclives net through transparent comnmuaity service abl:gations and consumer profecrion
charters,

For example, liberslisation of ihe stucire, owrership and regulation of the eleciricity industry
has occurred it the United States, the infled Kingdeom, Goemnary, Moraay, Portagal, Finland,
Sweden and New Zealand.

A5 part of the ongoing process of micrasconomic refurm in the Australiun ceonomy, e

Coencil of Australian Governments has committed fo sefonming eleciricity, water and pas
markets o ensure Lhat trade s ware osen and competitive, and that prices mote accurately

[ntermuationnt Energy Ageaey { LF05) Workd Faregy Grtiug
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reflecr crsts of supply. A number of pelicies have been introduced to address environmental
concemns and w improve energy efficiency.

The beneficial effects of some of the policy changes have already started to appear.  For
example, enerzy 2fficiency in the econamy has improved in recent years, T'rices of electricity
are coming dewn sd reliabiline of supply 15 moreasing, Major new gas pipelines have Lesn
built or prapozed, and there has heen a sipgnifican| incnsase in private seclor invobvenent o the
pravizion of power, Cogeneration projects are nnderway.  The need for bulk warer supply
ugmentation has been delayed i e Humer Valley and rural irvigation has been privatised in
Mew South Wales with sipnificant beneficial (inclading environmental) outeomes.

Whilst the electricity, gas and water seetors comprise only 2.1 per cont of Quecnsland's gross
state product, these sectars represent 7.2 per cent of the intermediate mpuis used by
Oeeenslend industrics and, in the case of etectricity account for un to 30 per cent of the cost of
some enterprizes {feg alumina refining). I the benefils of nationa) competition pedicy assessed
at the national level are realised 1 the Quegensland economy, reform of the electricity, pas and
waler seelors will incrcase gross state product by 1.5 per cent [or 81.2 billian) and employntent
by L9002 This dogs net include their impact upen e feasibility ol significant major new
orojects and attendant benetis,

These anendant bepetis could he significand. There are thirtcen planoed new coal mining
projects or expansions, and a further five potential new coal miniag projects being actively
investipated in the Bowen Basin, The coal industry's ability to explolt emerging economic
apportuzities depends sipnificantly on the policy {ramework st by the Queensland
Corvemmmoenl. A sbmilar simuation relates o a aumber of resource processing projects involving
the production of alumina, magnesion melal, ammoenta, sodicm ovanide, titantum pigment,
capper and phosphate.

Price stbsidies (for specific projects), the suboptioal leation al planks, or bringing forward of
infrastiucture myvestinent for which there f1as been no conztacted demand, introduce long erm
cosk disadvanlages inko the narkets for energy, 2as ang water whiclh have to be borne by either
the taxpayer o other businesses, Tnhanced competitivencss provides the best mesns of
allructing new indusivies and, at the same time ensuriag the growth of existing Fems and
MIiNUmising the ¢osls ke consumers.

The Queensland electricity supply industry, so well tegarded throughou: Australia, already has
difficuley in achiewving fhe industrisl price flexibility resulting frow the imneduclion of
commercial fieadoms in New South Wales and Victoria. [ operates helow standarids of
cifieieney zchivvabde by Investor owned utilities in the United States. The industry i3
inapproptiately structared, and the public asscls cocll be pid do heter use in mesting clher
inirastructire and financial priotities.

The gas sector has matured substantially in wmms of trenspertation networks and this offues the
opportunity for further ierfield competition.  Competizion is restricted i virtvally every
aspect of the industry, Prices of pas are the highest m Australia,

: Cuwsensland Teeasary.
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Existing water pricing policies detract fromn the pertormance ab the agricultural sector, create
sippifteant cavironmental cests and iropese an wnaeceptable burden oo the Queensland
cammunity in terms of taxes or loxt opporhmities for ocher needed cervices.  Ligaificans
placned investrmenis need o be prioritised and the policy framework witiin which they are
placed improved to ensure they deliver the benelits crivisagel

tnproved managenent, pricing and investment policies are coucial it sustained investment iz Lo
he achieved. The intraduction of fuures conlracis. imdeable righls and thisd party access
necessary  for efficient markels also requiras new commercial practicas, :kills, and
perspectives. UHtimately a change (In electricity and water’ lrom public awnership is essential.
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Electricity

Key Points

Ciasensland’s ahitity to offer nationally competitive prices to individeal industrial custoniess
it coustroined by e use af standard fariffy amd cross-subsidies within the tariff siructare.
te New Seurth Wales and Ficioria reforar of the elecivicity meorked bay alfowed competition,
and regofiation of privex with castomers,  The industry operntes below the levels of
efflcfency attainable by Unfted States Investor gwhreed wtilities. Daproved cfficiency will result
in lower prices to indusiry ind consumers.

Responsiveness fo demand, atlention to cosl, and praficiency in sophisticated fingncind and
tridding techriques will delermine the industny s fatare competitivenesy, Privedvatian of the
iranstry Wil ensure competition, feck in andcipared benefdts, and provide ready goeess e
fecessary skifls and substarniinl fnvestrrent funds for the Staze.

Findings

. The Queensland Governmznl's commiinent 1o the raffenal electricity market
is necessary ie improve the comperithve performance of electricity supply
parficalarfy in respecd fo irdustrial pricimg.

. The strieciare of the Queensland clectricity indusirv Is inconsistent with the
reguirements of the wativnal elecieicity. morket fo wiick e Queensignd
Cavernmont s a sfgratory, The fack of mrercannoection withhoelds significans
COSC SEVINgS, SN Jterstide compretitive stimualus und the means for future expart
af power,

S The value of the asseis of the indusgry (3125 billion after debt refirememnt)
could be redirected tn hefler use.

. Approaelies to regional development angd to oitracting indusiry based wpon
suboptimad plant location and premuitire investnient in infrosiraciure con butfd
permaneni poxt disadvantizges imio the electricily sector.  (herall Industry
devefoprent s bost promoted by competfiive electricily prices. Secin! objectives
can be aclieved by the wse af franspaereny commzity service oblipgtions,
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Map 121
Major Queenstand Electricity Supply Industry infrastruchure, 1996

LECFEHD

LLIILH 55 1A XIS
| ERTFY

& HYDROELECRIZ
& GALTURERE

Ly # I G NERATH T AT
N AMLTATDN
— IFLENLRE
_ EARRSH GORGE
i I et
a RARER T
1 hiw

ok

0
L1 Ty i

TR g MACEAY WM

ETANMELL

& FOCHHALATON 5 kN
1 M 2

AN 4] nINF‘

n WGADSTONE |1 AR
I ar -

HCTE AETH
1R ROy

& b

Soarne upansland Gaveeomsent Stanstc.an's O oe,



188 Chapter Twealva

12.2  Structure of the Electricity Industry

Key Points

. Tie existing Oneensland electiclly industry iy fnconsfsfont with regriremenis
af the notional electricidy markef o wiickh # s o signatery. Current pricing
arranpements pede the cornercial flecibifing aof e elecrriciny fndustey aned
itre inhibitine Oueenstund’s Inifusirial gicractiveness.

. Ouwce the aoffeaa! eleciricily market iv opergtional ihere s ne need for the
Oueensiond Energy Plapning Coxxcil te gverview supply planning. 4 specia!
pirpese fashforee will be reguired (0 munage (e straiegic reform process.

. Nativral regulitory institntions shonld gpply o the ndustey ance it becomex
perd af the natigpal eleciricify murked freespeciive af e tming of
intercanirection ).

' Demand  management  acHvities, customer  performance  standerds amd

givirommentid matters will need o be addressed by refiifers (requiring
ficensing), The funciiens aod role of the Offiee af Energy Regnfation and the
ffiee of Erergy Munogenient will need b be reviewed,

Strategic Policy

The Dueensland Fnergy Planning Conncil as koen recently established o coordinate a whale
of Government approach on energy issues & they relate 1o the Swate Strategic Plan, Camital
Warks Prowrusn, State coonamic develomnent generally, and inlerpovernmental refulions.

Fepresentation itcludes the deparunzntal heads of the Departmeznt of the Premier and Cabinet
[Chair), Department of Mines and Encrgy, Treasiry and the Depariment of Tioonomic
Levelopment and Trade. An Llectricity Industry Subcommittee of the Council 15 convened by
the Dvirector-General of Mines and Energy.

Once the palional electriciny marker is opearational there is oo eed tor the OQueensiand Enarey
Planning Couwncil to overview supply planning. A special purpose lskforee will be required to
mznape the steatemic refoarrn process. The coreent stricture of the industey s depicted in Vigure
12.1.

Regulation

Linder the existing Conunonwealth/State agreements, sach Stake is 1o retain responsibility Tor
envirtmmenial matiers, safily, and prices [or frenchise customars. An opportunity also exists
o estaklish a State based reculator to oversee prees and reguigle thivd perty access if
MECesEACY,
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Competition Regulation

In addition to the roles of the National Frecriciy Markel Managoment Company and MNaticral
Flectricity Cude Administrator, the arrangements within the electricity industry are suhjezl o
the overview of the relevanl instilutions establishizd for national competition policy.

Theze inelode:

. the Manonal Competilion Council which will make recoinmendations abou!
access dec harations and prices oversight and

. the Aostralian Competition and Cansucer Commission which is responsible for
enforcement of compelition isaues, sonsumer protection, the CTompetition Code
ahd makes determinations reparding access repime, and prices surveillanee; and
the: Australian Competition Tribunal whish hears appeals from auwtiorisation
decisions of the Commission, and on socess related decisions.

Figure 12 1
Current Structure of Electrlcity Industry
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Linder e curent avaagements the sharebolding Ministers intetvene in 1arfT wljasimuenis.
This has liniced the conmnercial Tlesshibioy of e mdisiry.

State based regulation i5 usually scught whers some state ownaeship is retsined.  Dhnder the
prapasals by this Commission, all clectrivily supply industry infragruchore will be owned by
the private sector and is snore amenable fo narional regulation. State based regelation in such
an ervironutent is uinecessary and may well create disadvantzges duc L inereased compliznas
eosts al doing buginess e Ceeensland thus impacting on the Srate's industrial atractivensess.

The resource limitations of the Anstralian Campetition and Conzwmer Commission coedd Tanig
its ability to provide effactive remufation during the ransition period.  Accordingly,
Chegensland will need te resort 10 the nse of the propesed fme-limited Queensiand Compelivion
Aulharity until the national wlectneily market 15 operalional {irrcspective of the existence of
interconmnection b

Office of the Electricity Regulator

Thea (Queensland) Office of the Zlectricity Regularor has rwo broad areas of responsibility
Eiectrical Satety and Industry Cperations. It also has responsibilities in the adinioistration of
the systern of suthorisations of eleciricity ndisiry participanis, incloding the enforcement of
cotditions of authorization, devefopment and cversight of eompetitive eleciricity markets and,
the resciution of disputes between costomers and 1heir supplices.

Office of Energy Management

The Office of Encrey Wanagenent oversecs the inidutives aneounced inthe Fehruany 1995
Energy Policy Staremenr—Lnergy Lfficiency and Alternative Lnerzy, which aims to encoyrage
reduced enetgy demand through applicetion of efficient energy technologies and use of
alemative enerpy soarces. The CHTice of Foergy Management will also implement projects
identifizd by the Queentland Sustainable Energy Adwvisory Group under the AlRemative
Energy Demonstration Program o demonsirate the practiesd application of allemative and
suztainable enargy rechnologies, particularly in remote area locarions.

Service Delivery

Lhe etectricity supply industry was corparatised an 1 laacary 18995, Two govermment owned
corporations were formeed out of the previous Queensland Electricity Cowmpmussion.  The
Oueensland Transmission and Supply Corporadion theaugh sight subsidiary corporations has
rhe  fransmission  bugiess Oneluding systent conwel and planning), and network  and
distribution assets {in the form ol seven Eleetricily Distribution Beards). 0t coatraces with
indenandent power producers 1o distribute their supply. e transmission network transports
power 1o the seven regional Electricity Cotporations, the Gladstons ahiminium smcker amd
aluring relimery, and e Tweed Shire of New Soulh Wales,

The CQueensiend Generaticn Corporation has all the geocraton assets of the Caeensland
Eleslricily Commisstvn. This comprises zome 5210 MW of the & %27 MW of peneranng
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vapacily in Quesnsland. The remaining cepacily comprises the 1630 MW Cladstone power
station, owned by a jomt venture crgamsed by Comaleo Limited and the 37 MW Barcaldins
gas fired vower skation owned by Energy Equiky.

There are six coal-fired power stations, three hydro stations and six gil-fired gas turbine
installations and a gas {ived power station as detailed in Table 1 2.1,

Tabla 12 1
Queensland Power Stations

Locatio:n Capaciy ity Coamzining i eting Rale
Bagl:

Calude 'R’ [ALISTA) Y JGRY 30
Sharwaf [ALGTA LHag 192396
Swanhank A’ [ALISTA) 402 156569
Swwarbank B LT Y) S0 127073
Tarnag LALETAS 13040 195485
Gladslone (MRGY 1R [975 a2
Hydrex

Rarmon forge [ANSTA) R 1963
Barasya faLISTA) T 1857
Wivenhoe [ALIET A SO0 1564
fumped storagel

03l Gaz Turkines:

Gas Turbines {ALISTAY 170 varnous Dates
Gas - Bercaldine [Enargy Eauity) 37 1925
Lommitted Coal:

CRlide A (AUSTRY L2D (B3]
Lolirma e | ranuvzld f R HG LED 19a5

Snurce, Quesnsland Treasury

The primary sourge of energy for electriciny remams coal (sufficient 10 cover 400 vears
produetion at the curren level), Cozl-fired generation provides cver 98 per cont of currunt
electrieity production, A 500km pipeline from the suuth west Cucenslznd gas fields will link
with existing customers and will provide capacity for a range of new developments, potentially
including eleciriciey genstation. A second pipeline proposed from soutl west Queensiand to
Mount lss may lacilitee (he development of pas-lired eleciricity reneration i north weart

Ceenstand.
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Current Commonwealth/State Policy Directions

Clogensland, Mew Sonth Wales, Victoria, South Australia and the Australian Cepital Territony
agreed tw the Natiora! Elecinicity Maricet Legisiation Agreernent i bday 1996, The Aprecment
provides for the esteblishment of o nutional markeat by end 1995 which will ensure;

' a competinive market for electricity with costoniers able to choase which supelier
[including generators, retailers and traders) 1o trade with;

. pao-discriminatory geeess W e inlerconnecled fransmission and dismibotion
network; and

* there are no discriminalony legislative or regulatory barviers 1o endey in
guneration or relail supply, or o dhe intcrstatc andfor intrastate trading of
electricity.

A Narional Electricity darket Managenent Company is to manage the system on a day to day
basis, decide o the operation of nationaily nterconnecied gensrators bosed on thetr bids, and
mairain regionsl sceurity. A National Flectricity Code Administrator wilt admisister and
monitor compliance and enforce a Code of Condoct wihich sets our the rules of operation of the
encrgy poold, 1echivical parameters for operation in the erconneated goid and rldes foe syatem
sRCLRIty.

Ciovernments have also agreed 1o manape the transition to A competicve framework {by no
later than 1999 through fthe use of so called vesting comracts and transitivas] regutalory
arrangi:muntf‘;.

Two broad markets are expected to develop. The sl is ihe miacket for the physical supply of
energy. The seeond will he the financial infermedisries market, Queensiand's competitiveness
will depend on how effectively it participates in both,

Other States

Inappropriate planning decisions have rosulted in a signilcant oversupply of genceating
capacity in Victoria and Mew South Walas.  This indicares rhe nature of the rick currently
carried by consumers,

Wictoria established five competing regionally based distriboron businesses, five competing
genzeation businesses, the Viciorian Power Exchange to provide system securily  and
administer operational, planning and freding furetions, and Mower Met Victoria (o operate and
maintain rhe sransmission netwaork. The distribution assets of the industry have been privarised
ard one power statton {Yallowrn) bas aiso been sold. Further gales of asscls anlicipated.

In Mew South Wales, the high voltage transmission nevwerk is now operated by a regulaied
actlority.  The migial 25 distiibulers have beon amalypamated and redoeed e siv. The
zeneratlon sectar has been divided ino theee state owned cotporations.
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12.3  Performance Assessment of the Electricity
Industry

Key Points

. Oueensiand's whilily 1 offer natlonaliy compelitive prices o individyal
industrie!  casivarers & consirained By the wse of stondard  feriffy oand
cross-snbsfaies within the tariff siracture. fn New Sauth Wales and Vieteria
reform af the eleciriciy market Aas allowed compelition, and negetiation of
privex with cuxiomers.

. O particklar interest, eor effiviency lagy the performance of investor owned
iiitities i the United States.

. Maniforing of the indusiry s performance § deficlent In respect af ecottomic
measures. Revent restructuring of the lndusiey mukes fnancial comparisons

aver e and between firisdictions alffdeni.

Price

For customers, price and reliability of serviee are the mast critieal aspects of electricity supply
performance.  The most recent independent information indicates that in derms of averagy
incustrial electricivy prices, Avstralia hod the noth lowesr observed prices?® out of 2% countries.
Within Australia, Queensland ranked third, behind Videoria and South Awustralia in industrial
clectricily prices.

The Cormmission notes industy submissions which indicate that there exists a lack of
respoasivencss tn Queansland to individoal company needs, Inone ¢a4¢, the Queenstand price
of &ectricity for an international comperation was 30 pur cent sove 85 intemational weightad
avetage price.  Another has nated that in bot Mew South Wales and Vistoria, recent reforms
have allowved nepotiations of 1ariffs (below pubiished rates) and the ability of users to “shep
arcund”™ resulting . prices of up dn 15 per cont below lhse in Queenstand,  Such lack of
flexibility and cross-subsidies between consumer classes will seriously impede the indusiry's
compelifivencss and that of the State.

' Tilesoriciny Supply Asscoiation ob Austrlia (1E) ernananad &fecerioie Seoces, lsue 12, Faneary, p 37,
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FRUre 12.2
Average Industrial Eiectricity Prices, Selected cowntrias, 1995
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Reliability

The retiahility of supsly 13 measured 1o teamns af the daration and freéquency of Wegrmupthions to
the electricity zupply per customer. Ausirlia bas cperuled below infemmational best practios
but has continued 1o improve the reliability of s sysrem.  Queensland ranked fourth
Anstralia behind New South Wales, South Australia and Tasinania fend the United Kingdom
and Japan) in eems of duration of dismeption and thivd behind Victonia and Tasmands in lerms
all frequency (see Figures 124 and 12.5). A large part of this may be doe to Queesnstand’s
dispersed distribotion natworks,

Figuro 12 4 Figura 17 %

Average system outaga duration, by Custemer culsge fimes, by Australian
Ausltralian State and selected overseas State and selected overseas countries,

countries, 1993-34 1993.94
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Measures of Efficiency

Uhe OQuaensland industey has generally heen fined te he a very good performen i terms of
sgorepate reasures of efficiency by comparizon with other Australian States, and indeed
inrnationally. There s evidence, however, that further kmprovements are possible—in
particular in z2llacative efficiency in yreneration and labour productivity in diseribudion.

Bolwoen U300 and 1992, the Awsbaltan industy natrowed the total faclor productiviry gap
relative to \he averape United States investor owned orilities from 29.2 per cent to 269 per
cent with Queensland ranking as the best Avstralian performer benveen 14846 and 19592
Queensland had 2 productivity disadvanlage of 16.8 per cent with 1he United States of America
in 149492 (see Viprres 126 and (2730

! Dureau of fndustry Peancmivs { Fe94) Elecieicly Usddare {234, Researsh Ropon 34, Macch, poxy
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lMgpre 12 &
Muitilateral Total Factor Productivity, Relative Best Rarking, 1985-B6
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Tigura .2.7
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Cueenslend’s ranking relative 1o other Slates mav be imder threat due to:

- increased refurbishmenr expenditure in Queensland; and

r increased pace of refonmn and improved menagement practices in other States.

The Lilecwicity Supply Association of Australia Limited, Augast 19935 alse compared the
aggregate performance of peocrstion, transmission and  disteibution. [0 found  tha
Cucensiand’s generahon plants had the highest total tactor productivity for thermal ceneration
th the perigd 1982 1o 199,

An application of data envelopment analysis atfioned the generalion suctor's high technical
efficiency, but rated its allocative efficicncy third hehind Victoria and Westery Australia,
indicating further performancs gaing were fzasible »

The South East Queensiand Electricily Board hax been ranked incernationally in the *bhest
perfomaet’ catemory in four of the hvelve distribution technical subfunctions und lour of the
gight customer servicss subfunctions.” Despite significenl rustnecturing since 1985, which has
fed o a 30 per conl reduction in the workforce, Queensland's labour productiviey in the
dislribution sector conrinues to be lower than many of cur international compedilors (see I'igure
12 3 betow),

Fguc 12,8

Electricity sales per employee for Australian 3tates and selectad international utilities,
1394
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Financial Performance

The main finuwncial performance mdicator used by the Quecnsland Geovralion Corporedion and
CQueensland fransmission and Supply Corporation s the rate of rewurn on toral ascets. In
1994-93 these were 9.9 per cent and 9.3 per cent respectively. The restructuring of the lndustsy
in the various stales and the different accounting sssumptions make valid comparisons hetwaen
jurisdictions and over time difficualt

Prafit after tax for the firgl six monhs of 1995295 was 51089 million and 51116 million
compared with bedger forecasts of 21079 million and $399.82 million for Queensland
Transmizsion and Supply Corpocation and Queensiund Geovralion Corpomtion respeetively. Tt
iz estimated that total dividend and tax equivalent pavments by the corporacions in 1995-%6
will total $384 mitlion. Both corporatiens are w1 a sirong financial position with good cash
Elowa.

Current Benchmarking Practices

To date, fhe Queensland Transmission and Sepply Corporgtion end Quecnsland Generation
Corporation have operated under Statements of Corporare [otent covering two o separate
repottingfolanning periods, ie 1 January 1903 to 30 Jupe 1995 and 1 July 1993 i 30 june
193, Currendly, both government owne:d comorations are in the peocess of farmulating their
Statements of Comparate Intent for 1946-497

It the initiai period of corporatization few performance targets or benchmarks were specified
i e Statements of Comporate Intent as the initia) gearing levels had oot been established. The
only performance ndeatoes sel wone e debt o equily mtio, distiibotion shorre praductiviry,
available plane capacity and progress on the wnplementation of enterprise barpaining
agreemets,

The second and current round of Statements of Corporate [ntent include 2 number of additional
perfocmance indicabes viz. retwn on assets and inlerest coverape rasio. While botll are
required to provide imformation on a broad range of fnancial and non-financial indicarors,
targets or iarget ranges have not been established for mest of them. It is envisaged that a more
riporous regime will he inlroduced from 1996597 when addilional and more accurate, relsvant
ardd intormative performance imdicators will be imraduced. Cereater reference is required 1o
relative economic performance,

12.4  Electricity Demand and Supply Options

Key Points

v Queenslend represests e fostext provwing market in Australic for energy amd,
Of CHERERT IreRds, will overiahe Victoria as Austeaile s second Largest dfeciricity
provducer by 2004,
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. Farticipation i the nafiong! markel, inclading  interconneciion, i ithe
preferred optive By the Commivsin. o the sbvence of intercannection,
vigorous competitivn o the dasis of complance with national electricity
wiarkef principfes and agreertenss shonld pield the best resalts.

. Interconnection con provide significant cost savings, @ competitive sifmuins
and a velicle for interstale exparis of powet.

Demand Forecasts

Cueensiand's demand for electricity is forecast to increase al an averape anmual tate of about
4.7 pur aent Lo dhe year 2010, woell above the level of ather States.t Given the strong growth
relative to other States, Cueensiand is set to overtake Vieworia by 2004 and become Austraiia™s
second largest electricity producer. Queensland s the caly jurisdiction prepaning, foe significant
arpmentations of gapagity in the near future.

Infrastructure Adequacy

Generation

The Future Suppdy Flan developed in 1995 provides Lbe curment hasis for planning and coneaing
proposals for fiture developments and demand side management meaguras,

Aftur allowing (e the impacts of additional demand side manapement and the renewable
£nergy programs, some 200-300 MW of new capacity (peaking and imermediaie) is o hu
tequired cach year from 1998 theough 1o 20020 The Quecnsland Transmission and Supply
Comporation and the previons Clesnzland Govermmen: agreed on a program 0 meel specific
needs of the systent in thres time periods - 1998-%9, 2000-02 and post 2002,

Fremand shortfalis anticipated in 1998 were 1o be met by recommissioning of the Coliinsville
and Callide A power stations. in 1999 and 2000, needs were to be met by the Fastlink”
itlerconnection with Mew South Wales.  As 2 consequence of its cancellation, Queensland
Transmission and Supply Corporation was cequired to publicly seek bids from potential
gererators for 600 MW of new capaciny o commuenee in L99% and 2000

In the period 2000-2002 some 440 MW of additional capaciny was considered necessary. In
the periad Trom 2003, 0 wes anticipaiel the gystem will reguire additonal basetoad gensration
it order to matntain & balanced mix of plant and provide the most cost etfective supply.

There sre no known eonstraints or major cost thresholds evidant in the achievemant of the
corerent plan. Figure F2.9 depicts the demand supply senario for Queensland, Oplicns cxist fur
Eas and coal fired pland and shese will ne doubt be evident in the lender sxsessment process,

o Oeeensland Transmission and Jupaly Coraoratioon,
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Tipura 12.9
Demand Supply Scenario, Queensland
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Transmission and Distribution

The Queenshand Grid Cede prescribes the process aned timetable Tor planaing by lrensmission
entities such 23 Powerlink Oueensland. A sever: year slan for extension and acgmentation of
the trensmission system i prepered from fhe Queensiand Transmission and  Suppiy
Corporation load forecast and forccasd of new penerating capacity. This plan f5 the hasis of
Fowerlink Queensland’s tve year capita. expenditure forecast,

The 19494 transmissien plan memdes new or augmented connections for new loads,
connections for new capacity, and augmeantation: of the shared retwork, mainty between central
antd porth Quicensland, and hetween central aned soulh Queenslsnd. Tolal capital costs of fhis
program are estimated at £3%6 mitlion by the vear 2002,

The infrastructirs reguired for the distribulion sceboms of the industre needs o cope with the
arowing consurmption of elecrricity in the State. Thess extersions and reinforcemenss to the
distribution system regquire capital vestment of around 3300 million per anoum. Substantial
refurhishrent haz heen initiated i recent yvears.
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Alternative Supply Options

Demand Management

The Cueensland ‘Transmission and Supply Corperation Fowre Supply  Plag  cumrently
incorporates a deivand side managemesl tagel of some &30 MW reduction o peak demisnd.
Only 330 AW can be anticipatzd 1o be met through off-seak and time-cf-uze tariffs ieaving a
balance of 270 MW,

The Departinent of Mines and Energy has implersented a ($12.3 million} grogram of detand
sitde menaremenl schanes {soch as the Hot Waler Snergy Efficieney Scheme (36,5 milion) o
reduce peak demand by an additional 25 WO,

A preliminary anelysis of the demand side management sicatepies was undertsken in February
1396 1t revealed the necd In incroase markering of the stralepies. revise the electriciny
comporations “Smaterpents of Cotporate Intent’ o refleck the peed to implement demand sids
mianagement measares, wehicve long lastiog behavioural changes witlhin indusiry and he
community, and evaluate the alincation of rebate funds 1o ensure a suitable allecation of funds.

The Queensland Governnent has ioitisted e orpent review of deinsnd side msnapzmen
shratepies and altemative enerpy and associated programs For consideration by the (Queensland
Zonergy Planning Council.

Cogeneration and Renewables

Cogeneration projecis, where electrivily snd process beat {eg sfeam) sre produced rogether ars
being encouraged. The sugar industry cumently provides |5 MW in the crushing szason, The
Cueensland Transmission and Supply Corporatics has cantracled for £9 MW rom 1998 and
has agresd to take up to 95 MW, Other potential options inclede: mini-hpedee systems; solar
crrergy; wind energy; tides and waves; gecthermal energy (a demonstration unil s onerating in
Birdsville}: and, the exiraction of gas from Jandnll sites (heing examined by local
goveriinent).

Becanse thes: develapments are in their early stages and are small zcale, any significan:

coahribution to electricity supply ftom renewable and alternative energy sources, excep! for
hagasee, is unbikely in the imemediale letore.

Increased Productivity

Improved Internal Efficiency

Following the establishment of the Queensland ‘Transrssion and Supply Corporarion Croup
on | flanuary 1995 action commenced o idertify and implement opporiusitics [or
improvement of ke Growp's perfommance. The Ratiomalisation Peoject aims #o reduce
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imnecessary duplicatton and shiminate unnecessary differences e design, construction and
operation practices. Potential gams of S100 milkion per anmumm have been identified.

Interconnection

Interconnection with other power grids provides Cizenslend with several advantages
inclhiding:

1 receipt of potentially cost competitive power fror current excess capazities of
struthorn slales;

. reducing the reserve plant margins regoired w maintain reliable supply;

. potential for sales of peak land power under some cirgumstances:

. an avenue for longer term exports of base {oad power; and

. the establisliment of a source of comipetitive pressure on the Queensland indwstry

{wilh consequend potuntial gaing @ inmavalion and efficiency?.

Zstimales ol the cost advantage to Quesnsland vary between 3150 million and 3200 nillion
pET’ dltfml,

ln eonsidering the {ssue of Eastling and future electricity supply, Cabinel reeently decided
Lastling be rejected bul fhaf the possibility of interconnection continue to be assessed.
Dlatuasions Tave been initiated with the Copunanwealth ad New South Wales Govemmenls.
The Commission endorsas early inferconneciion to achieve the envisaged benefits,

An Internal Market

A Queensland (mternal) marke: consisting of compating peneratars and distrtbutors could
stbstitute for & national marker or assist a phase @ of the indusiay inte a fully fledged national
markel. There are o number of varktions thal could oveor under his oplien. The approach
rost ikely to produce the hiphest efficiencies s that which maximises competitive prazsure on
the industry, and would invelve separating genetation fo the maximune exteal, removing
diztrin:tion feanchises and opsning retwiling to extemal entry.

Both Queenslend  Gueaeration  Corporation sod - Cueensland - Transmission and  Supply
Corporation will need to be examined struciuraily to creak an internal mearket within
Queensland. Cueensland Transmission and Supply Corporation owns all the distribotion
compenies stroctercd on a mencompelitive repionat ranchise bas’s and has sapply contracts
with the mdependenr power producers.  Hemoval of *hese franchises would significantly
reduce Queenstand Transmission and Supply Corporalion's mackel power.  Cueensland
Gienerabion Corporalien is & near-moncpedy pencrater (cemendly 75 per cent of the total
generation in Queenszland).  These corrent structures and rrading arvangements impose @
number of consirainks on competition,
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FFor exampla:

. it is nof possible to buy power from altemmanve distvibators m Cueensland {or
mterstate} as all are owned Dy Cueapsland  Transmission and  Supply
Corporation,

] (ueentland Transmission and Supply Corporation having the ohligation

sippiy, has hitle alternative Lot to contraet with Cueensland Cieneration
Corpoeatinn, bucavse Queensland Generalion Corporativn controls the bulk of
the existing generation plant and generation canstructon lead times mean that no
allernalive is wsually availabie; and

. Gueensland Gensration Corporalion's perecived ratket power, whelhor oo oot
exercised, may discourape new entrantz intn the gereration side of the indasery
thus perpetuating the situation.

Similar concers were considered by the New Souwth Wales Sovemment which requested the
lnduestry Conuntssion 1o investigate the ijodusty struckore i that State.  The ndustry
ommisshan conciided that:

- If waintained as a single entity, Pacitic Power was likely to have significam
market power which eoold resall e clectricity prices being well above the Tevels
expected if there were effective compeution in peneration.  This wondd invalve
subrstantial social costs,

’ The market power scemed incomsistenn with the goals of e Competilion
Pringiples apreement and with the effective epsration of a competitive national
clecincity market,

’ PPacific Power could foree an allocalion of s vwn capacily oo Lhe market,
drive oul existing competitors that are maore etficient, and discourage entry of
new maore officient exisling capecily.

Chieensband ghoackd resdructare e indusley W camply with ils obligations under the Council of
Australiap Govermments’ national competinion palicy and nararat electneity market principles
ard aureecoends, Withdrawal from the nationeal electricity market 15 not an economic option,

Mational Market

It essence, the merker framework by 2000 will consist of a compstitive intersiate electricity
markct muanaged by the Natioral Electricity Market Management Company operating under a
Code of Conduct administerad by the Mational Flectricity Code ddminisiraler. The major
difference berween this optien and the most competitive @nternal oatket option s
interconnection, the benclits of wlich have been previvusly noted.  Regulatory efficiency i3
alzo wore likaly 1o be achieved under 2 nanonal market.
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The beneflts of {interstate) competition, which would occur at the margin, often provide
significant secisl gains, This has been evideneod in Ausfralia by the restrecturing of the
relecammunicarions markat.

12.5 Strategic Directions in Electricity Reform

Key Points

v Fhe Queensiand (Sevarnment’s commimens fo participation I the narfonsd
electricity wiarkal i mecessary fo imorove fhe competitive performance of
eleciricidy supply purticalerly in respect of indusirinl pricing.

- The (Queesnslond Governmen: needs to address e semciure af the indusoey,
owrerslip, e regulatory envirenproni, and e maiter of fnterconnection if the
enmvisicped benefits wre fo be acliieved.

. Oueeaxlfand induyivy hox rol yet developed adeguate ecperience with the pool
pricing and setiement spsrems, cokprerclal rreding nd compracring fanctions,
and sophisticaied financial iransections wecessaey for effeciive perticipation in
the markes.

r Early progress on iese marters woanld provids Ceasesiored with e abifinr 10:
secure the envisaged bencfls of compelition sooner; trade competitively upan
fererconkection; dRd, Drvalve Nre prlvare sector (0 appiping  cemmercial
practices and developing mnovative inttiatives (¢ enliance the indoviry’s
corpelifiveness.

Industry Arrangements

Competitive Structures

Competition in generalion offers benefils through neecased  conkeslability, aliowing for
‘customer shopping’, and maximising transparency.  This should resulr in savings in supply
cost, revalustion of desigy standards, Micreased incentives for the minlmisation of tw costs of
vonstruction and operation of power stations. Prices have 2lsa generaiy fallen.

Competition in veiail achivities encourages supplices (o ineet maerkel regoirements, anil
errcourages innevalion and responsiveness to changing market conditions. Phe smajor benealies
accrie in the form of lower prices for elecricity used and value added services such s
portfolies of bulk supply contracts, appropriare mises ol spod purcluses for particular huyers,
energy efficicncy and demand mansgement systems. The Commission is aware of faikares @
ginulate the responsiveness to industy =roposals now evident in ather States. This is a divect
consequence of the sinecture and pretocets of the existing repime.
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The impiications of the applicsion of established principles of structural separation 1o the
electrizity industry appear in Box 12.] below,

Bax 1201
Implications of Structural Separation Principles to the Queensland Electricity tndustry

Scparale fhe pereraiing soetor into vizble production enitz ta:
* promoete price competition and technical efficieney: and

* enconrage techrica Bmovelion ood the apportunily for new
CTHTATHS.

Separate iransnission and dizirboting nemwoces From regail to;
* ocuy regelaion on the awderd inonopaly elements of the grid;
*  Himik the pogsibility of monopaly bebevicur oo enengy prices;
*  epabie coordination bebwveen tiensonission wud genstation, aod

' clearly establish prid pricing. sechricul reguirenesl and operuting
mles

Separaring and removiop disibotion Tranchises
*  promule compeition bolween existing players in sscs;

* allow now eniry and fhe development of benkering saevices: and

*  alipwsng a direct marker kotwesn geneeators and cansmens,

Consideration 15 reguired of the stoucture whick best oocommodates the benefils of
compuditton, minimises the senlements and irnsaction costs and stil] adows effective sysrem
panning and desipn, and management efficiercies, 1o ensure an appropriate initial strecture for
the industry. The graater the degree of compelilion, Lhe less relianec is necessaey on regulatory
ducision making. Sueh a task is beyond the resovrees of the Commission althongh 4 generic
outline of the proposed structure appeass below,
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Frgure 12,10
Proposed Electriclty Industry Structure (after Transllon Arrangements)
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Privatisation

The World Bank (T984% has nored that the high costs and poor petfonzance of state owned
enterprisos and e modest aed  Becting zusults of reform effods have lurned many
povernments towards privatizanon® Privatization of rthe elecrricity industry is not new. The
Lnited States, Brizain and Japan have already privatised and many countries are in the process
of doing so. The Uniwd Slales nreestor ownedalilities seores consisientty as the most efficient
industry based an intermational benchmarking studies (for non-hydro pawer}.

Meppinsnn, WL Mash, 0 R and Van Randenhorgh, MO (P8 The Finpncial mc Opecding Perfornsaes of
Mewly Privatised Ptz An Imcrrational Empirical analveds™ infoweael of Finance, hene, pp 4e5-452.



Eneryy and Warnr 0T

The orimary objectives of the sale oF assers bave beer dentified by the World Bank'® as,
crhancing efficiency and  inrreducing compeliticn W enterprise oo management. The Bank
nates that maxintising revenne shouid not be the primary consideration, overemphasising s
role in developing capita] markets can czuse problems &nd, that short run equiky distribution
should not be pursned at the cost of managerial competence. Privatisation should abso provide
ready aceess W0 many af the skills neeessury 1o promote the indusiry's secocss @ bslh physical
rrading and financial markets.

Preliminary estimates wndettaken for the Commission (see Tahle (2.2 indieate thai on a
financial basis alone, there exist subetantial potential benefits tar the (Jueensland community.

Tuble 12,2
Financfal Benefits from Privatisation

Market YWalue of fsoets 316,450 millicr
Mabte and Migpuneal Cocks 33,250 milhcr
Raarual 812500 miilias
Corrend Cost of Capital £9 per ot}
mpl ed annual ensfil 31,1253 mu lion
Temes [19UHG.5 o5 il on
Dviderds (199697} 3329 mrill on
MNET GAIM par annum 5741 millicn

Sogree, ERV Connadiaats; Saeensland Toeanirm

Frivatisation opticas need 1o be considered and include sales by tender, and share issuance,
For transmizsion the foonation of o chub consislng of pencraars and Qisieibotors would
maxirize downward cost pressures and remove the nead for regulalion.

Planning

In = decentralised syst2m the market will detemmuine emszrgy prices aird power station
investmuntls, The Quecnsland Encrgy Planning Council which is responsible for futere encrgy
planine needs to continmue that role wan] Quaensland’s privae ndustry participates m the
nationa! electricity market and assumes respansibility for this Sueciion.

Some centralized coordination for reasons of efficiency, seourity or commercial newrraliny
{while other States continue to own tfacilities) 15 required. Under the otational electricity
market, the Netionsl Eleciriciyy Markel Managemenl Company amd Nationsl Flectricidy Code
Administrator will be responsible for such activities, The Victorian Power Exchange was
created as o bderim measure oensure power system seeurity, market developiment, and

W Riberi, 5 Melles, dooaed Shicley, BOCISSEY U Privabisplen: Lessons rom Markel Boomomics™ an i Woef
Bakk Ceoatrwer Wl 9 Wo X hly, ap 241272
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apurations and nelwork planning. Such a structurg also needs to be considered for Queensland
unrl; the ratonal electricity market is fully apecational,

I the langer e, the Government's role woukd e limited w identitving, articulating and
producing forward estimates of possible enerzy network options, articulating options Lo
stakeholders, and providing project zpprovals.

Restrictions on Competition

Aareements

For a typical <oal mining operation, electiicity represenls the sueond highest infrastructore
cowls after weeonmting for 15 per cent o 20 per cent of rotal free on rail ¢ash ¢osts. Many of
the mines have long term (22 we to 30 year) supply contracts with teir local clectiricily hoards
which, unluss they are made renegetinble, will cilectively tie the mines to the Queenstand
Transmission and Supply Corporation for years to come, These peed to be restrociured to
Facilitats the effective operation of competitive markeats.

Praviding the users with the ability to renegotizte these long term contracts is & proreguisile 1o
the treduction of @ fruly compatitive clecinicity supply marke? in Queensfand. A particular
concern relgies to the Cladstone Fower Sration.  ‘The Commission is concerned that
arrangaments be put in place with the Gladstone Power Station which ensure lhe competitive
mathet works cluectively,  Further soch long term arrangements should not be entered imo
until the finai form of the indusy s clear,

The Bepartment of Mines and Energy is comently ceviewing restrictive mining louse
conditions witich apply to seme mings, These conditions relaw: de the amoant of coal thar can
ho eiported and the availabilily of coal for domestic elecirictty gereration. Restrictions on
some mining ieases have already been renroved and others ave wnder active review. Some of
ihess restrictions have implicalbones for sepply contracts between coal companies and
Uneensiand Generation {'orporation.

Derogations

A range of deregetions Tor The national cleatricity market are currently being considered. To
maintain the effects of comperirion these shonld be minimised and specific arrangeinents with
Gladstone Power Station made compatible with the vperalion of a competitive marketplace
under 1he national electricity market  L'or example, in Wickotia, purchases for Portland are
traded through the Siate Electicity Comumission of Wictoria, Losses due to differences
Letweoen markel und cunlract prices are sel against the proceads feom sale. This arrangement
facilitates the operation of the marker.
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Development and Social Objectives

Economic Development

Giovernenenls as the traditional providers of energy have sought (o cnsure cerainty for
develoners and redisiribute prowth into regsonal centres by providing meentives such as below
cost pricimg, the suboptimal (cost) location of plani and earlive than reguined construction of
infraslruclure, These approaches can build lang standing, if not permanent, cost disadvantages
itto the electricity supply indusiry.

Sacial Objectives

Thers exist & ranpe of activitics which would not necessatily be undertaken by a fully
comimercial organisaton. Thesa mchule the maintenasce of uniform prictng throughout the
Slale and the provision of pensioner rebates. Uniform rezll electricicy tariffs are inconsistent
with market operations in thul they detract fiom the competitive pressures within the system by
preventing users Feom faciag the tue cast of their consumptiom of electricity.

Accardingly, careful considaration is regired as Lo e appropriate groups of wsers that need o
benefi from these provisions and the most effective means by which these can be achicved, or
their costs limited.  For exmuple, the benefits could be limited 1w restdenzial customers or
uniformity waintained only in ransmission and dislribuion casts thes allowing for differences
i e fuelfiransmission loss factors,

Community Service Obligations and Transparency

n gencral, overall development and social objectives will be best enhaneed Ty cnsuring,
competitively priced reliable power 3T other develoomental or social objectives are w be
pursusd then transparent subsidies or community servieg obligations would ut leas minimise
their impact on other clectricity users. 1t should be noted that there are alternative means of
achisving such goals and nol all smedal objeclives nzed W be funded from Conselidated
Rovenue as they may be quite consistent with commeraial abisntives.

Regulation

Compatition

Regulztion is ermerging as an important consideration for transmission pricing, iransm ission
secesy mnd markel vadivg arranpements.  National regulators (Mational Electricity Code
Administzator, Auvsrralian Competition and Comsumer Commission} provide 8 commoen
regulatory  eovirotiment which minimises compliznce costs. Mational grid manapgement
protocals are already heing assessed the Australian Campetition and Consumer Commission.

There is no evidence that the Quesusland eleciricity sector raquires addiional oversight to that
provided by the Mational Flectricity Cuode Admiinistalon, she National {rid Maagement
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Couneil and the Austealian Compettion and Consumer Commission once the naslional
glzciricity market is fuily operarional,

With privatisaiion, pressures for thrther change in the stmcture will emerge and a range of
issues will arise in relation o potential merpers wnd acguisiions, including backward
integralices of retail business indo gencraiion, the movement of pereraters into retail, and cross
holdings.  Such iscues can be addeessed by the Austratian Cesnpelition and Consemer
Cammission.

Siate based infrastrucruve for commpetition regulation will be required in fhe transition to
national electvicity tnarket, only if the Australiun Comnetition and Consurmes Commission is
limited in its shility to effectively address thess issues, and ey during thar transition (See the
Commission’s views on the Queensland Campetiion Authorily in Chepler Three).

Consumer Protection and Service Standards

The Victorian Office of the Regulator-General paays a key rale in cnsuring consumer
protection, standards of service, access w suppfy and safety throughk a Costomer Empowerment
and Customer Standard which requires distribution caimpenies tw deveiop and publish customer
guarantezd and overall performance standards, somplaint harelling, escalation and resoistion
policies, eredil and diseenneation policies.

A Suppdy and Sale Code sets minimum condilions under which distribizors (whe need to be
licensed) sell clectricity te frunchize cosiormers, Service standards with contestable customers
are 1o be agreed upon by the retailer and the customer. An Blectricity Industry Orebudsman is
W Monitor consaer i55ucs, nueds @ cuncerns imespective of ownership and will repost to
the Giftee of the Repelator-General. A Custometr Congultative Committes will hear concerns
and hear specific isznes.

A simpler and less costly approach exists in Mew South Wales whete refuilers will be

Hlicenzed' wo comply with such standards. This aporuach scems 1o be more appropriate for
thueensiand but the most appryriale appriveh reguires consideration.

Steering the Process

The Commission notes tat current cfforls within Queensiand ara limited to studies of she
appropriate structure of the Cuizersland indushy.

Yet the overall process of establishing u competitive marker siucture and subsequent
privatisslion i cxtremely complex and involves :

. establishment of appropriate gozls and wlsted initial market and regoiatory
SirLCTREES;
+ w number of processes in terms of preparing businesses for sale and maayging the

sale of the assers: and
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developing the support infrastrociure, and market aed management (inchuding
cash flow and risk) skills.

b suppoet of these activities, various jurisdictions have emphasised the need to:

cstablish appropsiate risk criteria, manapement straregies and key swooess
benchmarks 1o pronoete gavernmant end public management of the key isstes;

establish models to assess the ontions to ensure the envisuged beneflits are
frasible,

unideriake sufficicul analysis aod evaluation to ensure that the method of sale
chosen and s timing wiit 1ead fothe most cost effective result for the Slate;

develop communication strategies ro raise customer and industry awarenass ol
ithe potential cpportanities related to the emerging mearket; and

establish transition strakeeics o allow rarket players 1o become familiar with i
operation, to develop appropsiate skills, and t¢ manzge cash {low and
sharchelders risks in the short tenn as the market develops.

In Victoria, seoping studics were conunissioned using international external expestise, critiques
of varigus aspects af the indusiry were commissioned and circulated for comment, workshops
were organised on the draft recommendanons invalving key Ministers, Government officials,
representatives Trom stule bodws and independent consultants,

Tn Muow South Wales, spacial review groups were established under the auspices af
independent exlornal partics do establish the structurzs and progesses W move 10 competitive
markets, Tn Mew Zealand, a special task foree was cutablisherd,

A similar fwell rexourced ) wskioree approach, is required in Queensiand to ensure that the
objectives of the reform of the industry, and privatisabion, are el last on the seetivnal inlurests
of specific weencies and that the private sector is ¢ffectively consulied.

Recommendations

21

f2.2

A decailed electricity indusiry reforne stratopy shonld bz developed, consisfent
with the nofione! electriciy morket wgreemends.  In poarticular, that strategy
shonld give affact to the need for:

. the indiesiry fo he restructured fo offow the maxingnn possible degree af
coanpetifion; wd

, sefling peneration, tramsmission wed divieibution assels (o e privaie
sl

The fioverament should exiubiivk a speciel purpose skioree to implement the
ahove recomprendations and in parficuiar:

- manage the preparation of the dusiee for sale;



112

Chaprer [welve

123

124

. cxtablish the framework 1o renegotiole long-term conrtracic which Hmir
Hie effective operation af tre marker;

- extablish inferconnections wizh vhe nitlongl grid: apd

. revigw e meats of soliieving other ecomomic and socigl obfeclives,
including  dhe  extabfiviiment of  transparent  commmnily  service
ehfigations,

Derogations from the wationel electrivity morker code by Queanslond should be
wrmimived. Npecific arrangements with the Gladstone Power Station should ke
wulde compaiible with the operation of 0 competithve murkefpluce. Divtartions
fo comipetition resulting frone eng-term voniractioz! nmdertakings alse need to
he resirucinred to facifitare the effective aperitlon of competitive markets.,

The regulation of competition i eleciriviiv should fall within the parview of
the Ansirafian {ompedition and Consumer Commission,  IF the Anstrafian
Comperitien and Constmer Commission (s Wnokle fo meel the necessary
reiptiiretrenls daring the refarns phase, Wiy respansibility could be assigned to
a ftemporany) Queensiand Compedition Awthoriyy operaiing only nail the
national markes is extablished,
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Gas

Key Points

Prives of gas are high aond current proven reservex are fusufficizet to mesr envisaged new

enrind.

(hzensionid witl be depenrdent o xonidt west Queenskoud for namiral pas, with substentive
wrens SHIE et Be o ana groadt of cxplorers ond preducers wnless alternative sotiries ore
securcd or Getraficld competition colunced.  Revent wntoames in the applicition of the
companiive Bdding in (e IrEnsporaiian secior BRderiines ite Benefin of competition,

Findings

2.6

The Pueensland preive for gus & fiph rilutive o fnterstale (ahoud twive that of
Vickarig) amd overseas markers, and detracts frome the east competitiveness of
cxisting brusiness and fmdustriof wsers.

There exists signfficant poientia for demand to incredase, with gony mew mafor
fadpesiriad users of ges idewvified and strang regioned demamd growth. This
groneth wied e consirained By shortages iv supply.

Proven reserves are consirained by fack of competition.  AHenfion i required
f ewlienee infra end inter basin competivign by moreasing exploration and
praduction, developing conl seonr smetiere, amd accessing new fields .

A range of thivd party access nes relulitig (o fransnission, processing and
distribution (amd reloted fronchise moafters) require resofifion to promete
I TRPFASII eI FS Trercss s an and comperition,

Structure of the Gas Industry

Key Points

Cueensiund wifl ke depeadert on xoutil west Dueensiand for natural pas, with
sabstential arees SUR held by onc gronp of expiorers and prodicers, infess
alfernafive sonrces wre xecwreid or intrafield compelition enlanced.

Fraspeeis for ar enhanced netwark of pipeline infrostruciure are gl with tie
fmemrinent constriction of plpelines o Weallmbilly gl Mot Iva

Conrtraints {0 competifion  exist ar exploretion, preduction,  processing,
distribution ard retail levels in the pax indusivy,

A special purpose rskfarce Iy raquired 1o drive the reform pracess,
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mMar 12,2
Queensland Gas Pipeline Infrastructure, 1936
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Queensland

Gas Demand

Consumption of natiral gas represents onfy & oper cent of overzll emersy production in
ueensland (well below the national averape of 17 per cent}. Table 12.3 outlines the current
demendfsupply sivstion.  In addition, 2 number of consumers [eg Allgas) inport liquefied
petrodeum gas for domestic and commercial use,

Table 12.3
The Current Queensland Gas Market {petajoules), 1992

Anrual
L onsuniptiod: Dperator

Heginn Consumer Santos OCA Bridze LQHGH
Sonth Easl Quoenslapd Ingile 13 330 <30 320

Allgas 7.0 425 . 275

i 40 - A 1.7)

Dralby/Rana 0.2
Central Queensiarg 2al 110 . - . a0

il L7 - - 1.2 “

A0 . = " ' 1.50

GCo a1 - 1
Jusensland 9.z .53 £, 1045 14.00
Mtarket Shiare {per cent) 100.0 =R Y m7 an7

Sanrce Crercte b Aclvaresed Palanials Prosesong (1993 Jueessfand Gas Stughy.
Mabs: COMG IS a ,eint wenlnre betwesn Sa0mos (50 per eanl) and G Cempany of hustralia ¢50 per cent),

Gas Production and Processing

Major producers in central Queensland fnclude Santus, Gil Company of Auvstralia, Pefroz and
Crusader,

The major party invaived in developiment of ms in fhe Cooper Hasin i the South West
Cueensiand Gas Producers’ Unil consisting of Santos (50 per cenr), Dalki Esso {25 per cent),
Horal through Sagasco and il Company of Australic (15 per centd, and a minar inkcresd keld
by Australian Hydrecarbons.

Santos s the operator of the Cooper Basin taciiities fon behalf of the South Woest Gueensland
Gas Producers), Both production and mavkeling aclivilics are currently exemipt from the Trade
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Practices Act. The Sauth West Quesnsland Cas Froducars ieic was established by regulation
under the Betstcleum Act which exempts 0 from the Trade Practices Act. However, a
markermp avrecment belwesn producers 1= the whjeet of an authorization by the Trade
Practices Conmmission, These exemprions allow Llait members 10 agree o a single price for
was froen Lhe Dield.

The Soutl West Quesnstand Gas Praducers, through a nuimber of petroleum [=ases, hald 82 pur
vent of the known rumaining gas reserves in Queensland. In 1392, Santoe'Thelhi retinquished a
portion of 4REF. This was subsequently 1aken np by Moont lza Mines and others which
comnitted to expenditure of about 314 millicn over fGuc years, and has identified polential
rewerves, of the order of 300 petajoules of nalural was.

Transmissioh

Details of Goeenstand's major pipelines are oullined in Table 124, The 530km Wallnnhilla
to Cladstone State Gias Iipeline seevices mdustries in Gladstone and domestie reticulation.
The pipeline kis been otfered tor sale w Pacitic Gas Transmission after a competitive bidding
process for 5160 milion,

Tw new pipelines are o be constructed from the south west, oing to Wallminbilla by Tenseco
e one o & Tsa by Ausiealian Gas Light Corporation. The Guvernment slepped into eall for
competitive tenders fre these projocts when commereal interests alone appeared not to he
capable of achigving coomyitment w e vecéssary inbrastrgciure within o time frame that
precluded undue risk o long term szeurity of supply.

Tabile 12,4

Major Queensland as Pipelings

Pipeline Year Censleucted Dwnership Use
Mara Soshane 1969 AGL(BS psraent; 2rd Matural Fas
WL {15 per cent}

Ermbaarne-Go ol ol

{oastsbehon papsine} 19ES 1390 Alleas Er prgy Mabural gas,
wallminlla

Ulec sl e Coacensland CGovernmend

e LRI 1580 |99] [ e g sold 102G ') Malural gas
Rallara-hacimlia (a) 1993 ST Lhipraceysed gats

Sonln West

Quraersland Wallumibostla . .
N N * Unagree Caanst o hian Ternaga MAtural $as

St n et

aprsland-Mt 1A
’ Unds: Construction Adil Mkl 4o

Geurct: Queansiano Dagartmess & Rinas and Chargy.

“ote fa) Jnidirectionat sepply 1o DA
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Distribution

Cueenslend's distriburion network 15 very narowly besed,  Reticulation infrastructure is
limited ta the Bigh density urban sreas insooth casl Queensland (Brishane and Tnswich. and
commerciai customers onlv in ihe Gold Coasn, cenfral CQueensland (Lockhampton and
Gladstona} and certam stmall cities and townszhips adiacent to nateral aas pipelines or trunk
lines { Romz, Talhy, Toowoomba, clo).

Dueensland bus two majoc gas distributors. The Gas Corporation of Queenslond is awned by
Boral and has 2 franchise to lay pipelines for natral gas in north Hrishane, Gladstone and
Fockhampton, Allzas Enersy Ltd ba: a franchise in Scuth Brishane, the Gold Coast and
Toowoomba, All franchises have buen pranted i pecpetoily,

Commonwealth/State Directions

in Fehroary 199, the Cooncil of Aoslralisn Governimenls syreed fo implement free and fair
rrade in patwral gas by | July 1996 as pam of the move to more compelitive and infegrated
mmarkets. The Council noted tlat the main Featwres of a national framework charackerised by
Fres and Tair Irade would be:

. complementary legislation o rovide a unifonm aetional framework tor third
parly ACCUsE;

’ na legislainn or regulalory Saerize w hath inter and intra-jurisdictional trade in
naE;

. third parly aveess vights o both ok end intra jesisdiciioes) supply networks;

r enifonn nalivnal pipeline comstruction stantbseds;

. increased commercialization of the operations of publicly-cwned gas urilites:

. o reskrictions on the uses of natural was (es for electricity generation?, and

. pas [ranchise srrungoinents consistent with Mrev and Tair competition in gas

markets and third pary access.

in order io process these apreed reforms, a Nanonal Gas Reformn Taskforce comprising
representatives froim ezch StareTertitory, the Commonswealth and indusiry was established,
and is progressing the developmuent of thaese mallers,

Administrative Infrastructure

Strategic Policy

The Dueensland Cneray Planning Cowmeil is responsibls for sreategic planning marers while
the Gas Develepment Planning Comnittes is responsible for the fectitation of principally
privale ericemrise projects. The Denenment of Mines anld Foergy, the Deparlment of the
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Premiet and Ca%inet and Treasury alm play significant roles. The privale sector has been
invilved 1o the extznt of the development of proposals on specific isues such as the inviatbon
for expressions of interest in the constrection, Toancing, ownership and operation of two
pipelines fom south west Queenstand.

The Commission has noted indestry coneerns that the reeenl restructuring fizs increased the
range of agencies operating in this sector and this has lec to confusion in indusiry reparding
primary responsibility for coordination and development of projects,

The roles and responsibility of agencies need 1o be clearly defined and promoted 1o faciiitate
conlact and coordination in the dzvelopient of proposals.

Regulation

The gas industey it Queensland is currently reguiated by the Gas Act 7965 and the Patrolonm
Acr 1973, The Gas Ael includes provision foc Oxing magimum pas prices and, the ssue and
management of gas franchises. [t does enable persons to sepply gas to consumers through a
pipeline licensed under the Pefrolferm Act, or by toll:ng theougk the network of rthe franchise
halder, The Act alwe allows persons b supphy consumers where the franchise holder and the
CONFUMEr cannot agree on prices and condilions.

Regitlation of gas pipelings {and oil) is provided ander the Peteoleuwm 4ot and requines o
licence to construct and operawe a papeline.  In Aped 19%5, amendments wete made to the
Fetroleum Aat 7933, miroducing a new third party open access regime for licensed gas and ofl
pipelines and desiznated lacilites in Queensland. This facilirated the establishment of the new
pipzlines by clarifying the cperating environment, The [egislation also provides for ring
fencing in o taanagement and accounting sense when there is veriical imtegration cithur
upstecan or downstrezn. The pipeline owner will not be altowed Lo engage th gas trading.
The facility owner is to privide w toe Govemmenl an anows] Oeraneial statement and ¢ copy of
the contracts entered into for ranseortation services.

State specific access regimes or repimes which open up the interpretation. and application of
tiie access principles by each jurisdistion would create barriers to ey and rade and impede
rather than sscisd inter-hasin compebition. The Comimission s aware thai the States are likely
to adopt a uniform access code, and supports this intentior. Under thess circomstances the
Commission cannok suppon a state based regulaior’s ovolvement except where fransition
stratepies are reqeiced, as it will unduly odd e industry’s compliance costs and potentially
dilute the naotionat approach seing esiablished (ses Chapter Three regarding the Commission’s
views on competition regalolion),
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12.7 Performance Assessment of the Gas
Industry

Key Points

- ueenastond prices are reludively hiplh wnd lurpely reflect the fuck of proximisy
{0 miarkers, vmall reserves, franrporiation aver lanp distances and fow densipy
of usage of the gas idustry. Nevertheless, the awnership strecture of the
produciion faovifities, pipeline infrasirnciore  and e regalelory environment
da fiave 3 bearing on price oxtoomes,

. Recead urllcailon af comperftive Bididing In Owasnsiand has resalted in
drermsport cosfs apprecially below others (it Australia and stands testimony o
the bengfits af competitive markeis.

Prices

A5 i elechricity, the price of 2as is regarded by many as the most significant parfomance
indicator. The Burcaw of Industry Economics has estinared that e 1991 Quecnsiund's natural
pas price tor residential and indusirial gas was the highesr in Australia and higher than for any
city i the United 3tates. The Austrzlian Gas Association estimeales of delivered gas prices in
14493 are depicred in Vipures 12,11 and 12 12

Figure 12,11 g 2212
Price of Dellvered Resident(al Gas, Price ol Delivered Commercial and
by celected Statas, 1833 Industrial Gas, by selected Stztas, 1993
g 7'
mo I
i }
¥ ! ¥ ‘ | ‘
! a I | i
| i 1]

FIEA I §'t 2 weh m . on

Seurce Auskrahan Gas Association, Source: Auskialian Gas Asscgiabion,

Productivity

The Burcau of Industry Econemics also noted that Allgasiaas Comporation of Cueensland
rated the hvwest in prodoctivity in Aualraby and was one of the peorest performuoers o e wockd
tanking 40tk of 42, AllsasiGas Corporation of Cugensland and Auvsiralian Cas Light
Company scored the lowest on the basis of an application of data envelopment analysis— the
pooresl in the workd Adjestmends fur envieenmental dizadvantages lilted the ranking
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(substantigly) m the case of Austrelian Gas Light Company,  MNevertheless, tive rocont
ceerpelitive bidding process bas resulicd inochieving the Towest iransmission costs.

12.8 Gas Demand and Supply Options

Key Points

’ ferenial devaangd for pas is Xigh iy Qusansiond with suppde providing o most
significant constraint. The plpeline Infrasiruciire does mot appear fu be
cenpsireining  developrent {uccess arruagements and  the  facifitation af
dfevelopmient reguiving arfention).

. Afterratives 1o e crrrent $onth wes) gos gree gre enitkely fo be saffTefent o
sepply poulential projecis before fthe fare of the centiry, A key focus muxd be
plixced on enfrancing explorafion ana prodfuction fram the souilh west, afd the
principies nnderdeing ifte gruniing ehd menagement of fentre.

' Recent aprecnrcats witle fre Queenslond Government hoeve secured shord feom
supplics for sontfr easr Chieensiana and sonte mijor prajecis bt Hmit the
possibility af competivion for expforation sud producition im the south wesf in
the mediuns ferm.

- Oher apportunifies i docess wew fTeids and promors Intrafeld competition
neeil b be porsied.

Demand Forecasts

Lxpectad demand and supply appear in Table 125 ‘The table indicates that, taking the upside
cage, tote]l polential donand in Queensland b abose 100 BF per snnum by 2000, a level
comparable to current levels of consinuption in New South Wales and South Avsrealia,

Tha bruse demsnd case for soalh cast Queensland 15 made ap of exising customers, The upside
aemand case 15 made up of base demand plus fwo new costomers (one industrial and one
cogeneration}. The wpside/power demand case combines the previous case with that of a
power gencration cwslomer. Inoa similer way, the base case for Gladsione s made op of
CUITENT custommers, wikh new projects factored mnto the upside case. ‘The requirements for a
nutnber of potential major projects seeking esteblishment in Queensland ioclode: Comaleo
gluming relinery (730 P, mapnesiom metal project (230 PO, TCT ammonia plant {189 PR and
Bayne lstard smelter, Ticor Sodium Cyanide, thanium pigment, calliope minerals, Emag, Soda
Ash, Queznsland Cement and Lime Company and Quecnslind  Aluminum  Timided
comanaration (200 215
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lable .25
Expected Demand in Queensland, 1997-2010 {petajouies)

Markat Demand 1997 20840 2005 2010
Couth-East Gueanslana Base 2e.5 263 “B1 M
=T TR JpEide a4 ane 5 27
L znd s =ower A4 e 579 T

Zembric | Qcpenalimne] Hase POt B e 4B
Sl ghomne B Khamiptonowalivmbaliag Ups dr s34 41.7 ahF ana
Moelb Wesst Queenealared Eace 102 2l EAC a5
Lapisa Ha 3597 1l 4]

Markef Tolal Eas B Fi &0 414
Lasioe B&R L7 9 M3 [EER]

Srurce  Cuesnstand Department £ Mines aad Crergy.

Trere is also sipniticanr potendal for namral pas usape associated wicth developments i the
Carpentaria’Moant Isa Province in north west Clueensland. Total potentizl demand in the
Carpentaria region i in excess of 25 T per eoowen. Prodects ineode: the Micn Oreek Powur
Station, Mt [sa smelting, Guapowder capper prodection, Oshorne copper/gold, Cannmngton
silverdend, Eroest Henry copper gold, Cetary phosphale and Guesnsland Phosphate.

Supply Options
Gas Reserves and Alternatives

Queensland Gas Reserves

Queensland's proven and probable nebval gas resetves are located in south west Queensland
(abuue 1400 PIY, SwratDuenison [ahoot 100 PIY and Gilinore 20-80 P The Swral Basin
reserves around Homa which currently supply the Orisbane market and 10 at Gladstone and
OvIAG at Rockhampton are rapidly depleting. The Denison Trough reserves to the ot of
Eoma are more or less dediczied 1o Chusensland Alumimiom Lireited under & 2 vear comract
terminating i 2070, Thase reserves are expected (o be insuthicient o satisty all of {Jueensiand
Aluminivmn Limied's demand of 16 PJ per gamurm after 2003,

Connecilion of the Gilmore reserves near Blackball o the main gas pipeline grid would not be
commercially viable due o their isolation and small guantity, The proven south west
Clurenstand gas reserves are es‘itnatzd to be approximarely 1400 FJ at 1 Jannaey 1996 and are
either confracted or committed, The remataing uncominitied proven south west Quoeensland
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zas reserves of approximately 150 PT would be tail gas and would be deliverable only over a
nurnber oF years.

Suilth west Quecnsland s regarded g the rmost prospechive on-shore area io Australia for
natural gas. It could be expectad that further exploration would prove up approxtmately T
P! of addifional gos ceserves,

The recent agreement between the South West Queensland Gas Producers and the Cocensland
Governmeti will potentially ensure supely 16 south castl Queenslacd and tther majos projects.
Meverheless, it docs s¢ by (mast likely) limiting competition in the longer tetr.

Reserves from the Adavale Basin (Gilinere Ficlkd) fued 2 77MW ras torbine power station at
Mackall {electricity ta fead into the arid at Barcaldine). LUp to BO PJs wiil be required to fulfil
a 20 years comtract, comunenchlg in the frst cuanter of 1995,

While some prospective sounces of supply are evident in the medium term, it is unlikely that
the tming of this would maich the requirermicals of the birger projecls mentioned ahove.
Figure 12 % depicts the decting of Queensland’s existing oroven gas resonrces against high,
[ apd mediun scanarsds of viimiet growth in demand.

Figure 12 3

Decline of Queensland Existing Proven Gas Resarves and Forecast Cumulative Demand
for New Consumers (a)
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Queensland Coal Seam Methane

Caoal scarn wmethane is & potentially competitive spurce ol gas supply in Queensland, Thers are
patentially thousands of petajoules of coal seam methane avatlable from the Bowen Basin and
another coal fietds in cemmral Queenshnd, This gas is alse conveniemtly [acated near the
existing Roma-Gladstone gas pipeline. Currently rhare anc a number of Aulhorities to Prospect
held by varicus companics in the Bowen Basin area to explore for coal seam methane.

Mew technologies developed by BHP Coal for the extraction of coal sean methane ndicate
that it could Be a major source of gas supply, However, reliable commerciat peaduction of
significant quantities of coal seam methane is not anlicipaied until next century.

Other Australian Gas Sources

Australia’s reserves of natural gas are significant and exceed 100,000 P) (proven and assuried
probabie).  This docs net iuclude potenuat additions from firther exploration in producing
areas o from discoveries in other nenproducing and under-explored aveas. The chart hefow
ilustraies that a substantial proportion of Ausiralia's reserves are focated off the coast of
Western Ausiraliz (the north west Shelfy, with the Gippsland rexcrves in Bass Stralt also
significant.

lpure 2214
Proved and Asc«umed Prohabla Naturzl Gas Resarves

Hortitarn Farntory
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Sauth Ausiralip |
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!
" & Westeen Australia
5 / £7.300%,

Source: Dpuesnsland Commbasion o Audil
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The Gippsland Busin ix the anly Auvstralian gas source identitied 25 a potential long temm,
substantial source of supply for Queensland markets. However, new conwracts for the sale of
Lrippsland Basin gas are likely 10 entail an exficld price ximilar to that of the Cooper Basin in
South Australia amd south west Queensland, Bt follows that the delivered mrice to Queenslond
markets for gas from Yictoria will be higher than fior Gueensland sourved sas Checause of the
significanty longer ranspord distances)

Papua New Guinea

(nizmasional Petrolewst Corpocation Linited and Cheveon Niwging Py Limued {Chevean) haye
¢ preliminary proposal to deliver gas feom the Pandora gas held @ Paoua New Guinca
tervitorial warers tnothe Torres Strait via a 1180 ki pigeline w a 650 MW combined cycle
gas-fired power station al Marecha by appruximaiely 2000, The proposal also includes
delivery of gas from the proven Wymabn Felds held by Chevron in the highlands of Papua New
tGumea. A modification of the proposal entails extension of the pipelioe by 370 km to
Tewnsville with was-lired electricity generttion capazity of 200 MW at Mareeba and 400 MW
at Torwnsville.

The [nternational Petrelesm Comoration!/Chaveon proposal presents many issves which would
need 1o be addressed, including environmental, native fiths, cosl, iergevernmenial and
planning issues,

Substitutes

Crus computes with 2 nember of other energy scurces. Substiution bebween gas and fuel wil,
distillate, coal, Tliquetied petrolewm gas and clectriciiy is 2 significant factor n determming
imarkel shae fur cach energy sonrcz. Any market or reaularory impediments to substitution
nced to be minbmised.  Cas remains 2 prefermed energy and teed stock [ov seversl reazsons
including exvironmeral,

Processing

The largest Quevnsland processing Geility is located at Ballera and services several of the
Sonth Weer Queensland Gas Prodocers. Several smaller gas processing fucililies have been
established in recent vears, including Gilmore, Beharra Springs and Kannook. Porenteal
ditfizultics vun emerge where these facilities can assime monopaly stalus, exert market pover
and distort the teenrive for erhers o explore and produze gas i the region. The Commizsion
1z aware of concerns by industry in rclation 1 this matter and is therefore concemed for third
parly access condibons o apply.

Transmission and Distribution

A turther potential barrier to entry Eo Queenslund eas markets penevally, and one that has in
pructice been very sienificant, is dhe lack of pipeline infrastrocture, pacticularly from the south
west Queensland zas fields to the sast coast,
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Ta meet market needs in the Tace of declinng availabiliny of ressrves from the Sueat!Denison
areaz, lhe Quecngland Govermment inifiated a competitive process for the provision of new
pipsling infrastructure. Thess inchide a new pipeline Chy Teaneeo) conrectang B south west
fields o existing markets. Apother pipeline iz being consrructed by Australian Cas Light
Company tr Mount lse. Other proposals also exist for pivelings o the Zunshire Coast,
Bundaberg and from Papua Mew Goinca. The twoe pipelines indicased above effeotively
hecome the spokes of @ hub ventred arpund the Coopers Basin,

Allowing such weerconnections is essential 1o promating competilion within the gas supply
industry cver if physical delivery does not ecour from these supply sources as it facilitates
irading and encourases innovatinns such as vas saans and loan arrangzinonts,

Retailing

Constraints exist i downsweam markets through exisoing franchize arrangements {op the
Allpas and Gas Corporation networks i1 Brisbans), A national gas reform group it propasiag
the development of miee enmpetidive ranchise srrangeinents acluding thind paty open access
end separation of the retailing and transporation functlons. The Depariment of Mincs and
Fncrey is deveheping a jHan as part of the process of retorming the reticulation market.

12.9 Strategic Directions in Gas Reform

Key Points

. Further reformy of tite gos indusiry ove dexirable to sasure newly emerging
profects can be secored.

* Refornd ure necessary e exploration, producrien, precesying, raftspertution,
el distribasiion.

Barriers to Entry Exploration and Production

The prijviary barriers o enbry in explmation Tor pas are existing Awihaorities o Prospect.
Ralinquishment of areas provides a mechanism for market furees o be applicd in delermining
the prospectivity of ap exploration area. This is paticulacly she case in respect to the ok
Wost Quecoslond Gas Producers Umil. Alhough a receal agrecment has assisted in meeting
short tevm supply constraints, it has done 2o st the expense of competition.

Substantial neeas are still under Authorities to Prospect issued to the otiginal producers. Under
existing arrangements For Santos which ane incongistent wih prevailing policy applied to ether
explorets, it will take several years before the area held becomes available lor relinguishinent
antd exploration.  Relinguishimenls imothe past heve been iorepulae But moch sought after by
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new cxplocatinniges. Such areas neads 1o be freed up 1o encourage compelitive entry and the
diversification of cas producers,

Transparent and accountable permic altocation, tighter limits on the teom af the initial permits
and their subsequent renswal, reduction ol masimum purmi aress, increasing the proportion of
blocks o be relinguished, and frading in tenements could facilitate the vigorous pursuil of
potential cpportunities in the longer tenn,

Lack of rompetition in exploration results in an abssnce of conpetitive slruclures in
production.

Barriers to Entry—Processing

Processing faciliies controlled by a singie consortivm can posc a difficulty. Under the
Fetrolewa Aot the Queensland Government can ensure thind party access 1o such facilities.
This, hawegver, is not the case under the national ascess regime—which necds to be smended to
provide for such an outcome,

Marketing

“he current markering arrgngements for the South West Quecnslund Gax Producers Linie which
allow single price selling are authurised by the Australian Competition and Consumer
Comemnissien.  With fhe future breakdown of the stuctuse of demand, the relevance of thew
AITATLZENtents may be questionatle,

Transportation

Froposals exist for pipelines to the Zunshine Coas:, Bundaberg and from Papus New Guinea.
Allowang interconneciion i essenlial W promoting competition within the gas supply industry
a5 it favilitates trading, amdl encourapes intovations such as gas swaps, There exisl several
prospective means to prevent interconnection, These include reenurse to the licensing powers
of the Minister, the prospect of different stundards and diffesences in acoess regimes between
States.

The Queensiand Governmwnt needs wr remeove thesa limitations and in paticcisr subscribe to o
nutienally wnifonm approach to third party access and reduce the ¢os: of regulatory compliance

Distribution

Thirl patty access nesds to apply o 1he reticulation sectar for sinilur reasons as for
fransportation. Access regimes applying Lo distribulion networks need w adopt 2 reasomable
degres of uniformily of principle and interpratation to overcome potential uncertainly and
pofentially higher costs of compliance. Such access will enly ho attempied if thers s
separation between the ownersiip of the relivabalion sector and the right to market, and a
conlestable relail markel.
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The cxistence of take or pay contracts and cress sussidies means that any changes to 1he
dugtribntion seetor need lo sckpowledpe ther impact on thess amvangemsents.

Prices oversight of the transition arengements may need to be undertaken by a statg basad
reguiaror until ransition arangenents ane (nalised, at which stage regulations should fall
undet the Australian Competition and Consumer Commissian,

Recommendations

I2.5 A Queensland pas development stratepy should he developed, based oa Council
of Australian Governments principles anwd managed by o special purpase
tavkfarce fe:

. establivh iransparent and accientuhle suthurity-to-prosprect allocations,
Hahien fimits on the infdal 1erm and subsequemt relinguishereat of
ullocations, reduce of Mmexipom areds, and imrodece frading in

EEHERICHTS;
. repoal Sectfon 43 of the as Act and remove distribution franchives;
. extablish a unifors ngtional hird pargy access regine for gos fand

petrofewm), transiission and Jisteibution pipelines and processing
fucifities: and

. favifitate profect davefapriens.

2.6 The regulation of competiion in gos showld foll within the parview of the
Austration Compethion and  Consimer Commifssion. N the  Ansfralian
Canpetition aud Consumer Conumission 5 nnable to meef the necessary
requirements during ihe refarm plase, feiv responyibility conld be assigned fo
¢ (temporary) Queensland Campetitian Avtiorimp.
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Water

Key Points

fncreased dermnd for warer and severe drought in recenst years oave everted subytantiod
presxure on G Staje’s wader sepplizs and on the sockd, environmentaf and sconomic
Spsteany wilch they susteln, The dronght shoudd emphasise thit water, whiclt is ons of the
Stafe’s searcest researoes, i oriticad to ear Induviry and showld be appropriately masegcd,

Snbsiantive reforn: i3 reguived in the matapemen!t, investreent arxd pricing pelicies essentiat
te improve resenree availability, enfience the economic performance af rélared ndustries
and dependent commihitics wid, provide rosearces for further sustafnohly inveximent in
witker supply.

Findings

T The prevaifing pricing and instbutionad peficies foil ro cocourage users to
recogrive the scarcity of water. They can also lead fo premaiore myrmentafion
of spsfenn, eaviremmental degradation, and foil to move water 1o s Riphest
vained Heeo Thar afse Impose o sabstendial finencial burden upon e
Lieensland compianin.

' (uicensfand hoy lapged belind ofher Siviey In implementing institutional
referms. There hive beer féw conmmerciol Daperatives in the plenaning,
misnazemens or disiribaidiva of curel water. Performuonce wnaniforing in ot
terfo ward rurid xectors i deffclent amd facking fn sfaliiary silppers,

. froreral areas,  revenpes fred the sale of wiker canno! susiain contiiied
investent or refhichisfonent. Costy excecd revenses by about 824 wilfien per
aununt The 323 billion assers are earnfng o nepative rafe of remurn
fforesoing abowt JIS0-200 milllon per wnttim). A anfunded huckiop af
refurbishiment is valued af $40-560 miffian. A sadwidv of 520 miffian awmeaily
iv being previded (o wrban waler Lsers,

’ Furtfrer capital infrastricture fpvestments of 51.0 bilfioa and the lifting of the
srfuctt wfer sibsidy to 358 miillion per annun: are heing considerea, To ensure
any fusther byvestments ackleve esleed cowunanity benefits, appropriste
institetional stticclitres and pecoNsibilivies, fnvestmont vnd  pricing poalicies
and properity riphis peed fo be pof inda place. e benefits and impacis of
marker based poffeles are mot well ikidarsteod by the commiain iy
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12.10 Structure of the Water Supply Industry

Key Points

. The wafer supply indusfry qecaiims Jor g Sigrificant part of the Stace's capital
stock aad supperts significant indusiries.

. Queensland's reforms flaove lagged thise of vther States,

. The industry 5 cierrent policy settings, und orgauisational striciure gre evidenit

in a poor and insustatiadle financial performanes, They require a substantial
change in direction.

. No  effective market In wetzr nc xervice provivien  evisss and  curreny
AFFEN PSR Qre Rt direcied af delfvering value for mancy or best practice,

Market Structure

The Industry

The supply of water &0 households and industy plays a wital roke in Quecnsiund’s prowth and
lhe quality of e enjoyed by the community. Queensland iz a peopraphicaily large state with
a fast growing and dispersed population, has an extreinely variable climate, and lws the
medential for farther industirial expansion, mining anl cxport of agrienlture,

The water industry epcompasses a wide varicty of market segments ineloding: resoerce
marmagement, water supply and related setvices, the emvironmeneal sector, enpineering and
design, equipmentmatarials manufactare end supply, towsism and recreation.  Tive waler
supply und refuted services mdustry provides:

. supply of water to households, imrization, industeial, mining and electricity
generation fincluding hydro-electricity;

. wastowaler sollvetion snd disposal, ineleding sewape and liquid trade waste
services: and

o drainage, imcluding systetns or watercow ses, draining both urban and irrigation
lands.

Water service provision & lurther segmented o tes clemenls: whaolesals water invelving the
provision of buik water services 1o more than one sector andfor more than one retailer withing a
sector, Petailers foows on the delivery of water 1o final consumers or end users, Both leature
verlically inlegrated wholesale and relail weencies.
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Domestic Markef

Imeigared agriculoaee (s the dargest cusioamer Utroup with 63 par cent of totab use. 1t accounted
for $1.2 billion or 52 ver cent o the value of craps. The major crops ore sugar, cofton and
howticuliore.

iorhan pse sccounds Gr oaboul 20 per cent of folal waler wse. There ace about 380 louul
aovernment water supply schamas serving approximataly 0K citics and towns or 94 per cent
of the population.

Mining and industrial customers accaunt for only 3 per cent of total water, but represents a
high value use of water and a substantial econémic benstit w the Slate. Hydro-sleckic power
slationg are [ocated al Barren Falls, Semwersel Dam and Wivenhoe Dam, The ceonomic value
of recreation 15 estimated to he 34 million 12 B4 million per year for the Tivatrao Fatls Dam
alane,

Internaticnal Oppertunities
Fley export refated opporienites inclade:

. o rapidly expanding South East Asian market for high quality boeticultocal
procluce, and water and wastowaier sysiems;

. the raw suzar industry s estimaizd to be capable of producinz a furiber | milhion
tormes of sugar {3400 million) over the next eight to tea years;

. prospecls fir colton i 3 Georse, the condrsl reglon (Comet River Tam)) and the
Daweon Callide, and

. engineering and maragemeni consultancies and joint ventures {especially with
Sneawy Moualains Flecricity Corporation, and in response 1o other conssitanis
soeh as the Werld Bank and overseas aid projacis).

Strategic Planning

Sirategic planning, Tor arban and reral idusties has cecently been brought iote e Departinent
af Matural Resorees. The Mindster for Nataral Resources has responsihility for approximarely
G0 Aty relaling o fegianal warer boards, Aood mingation, sewase, river improvement atwd
dans.

Ceperally. planning ard development of water stovagze and disttibution infraskraciure s
undertsken ol an apeney Jevel. This las reaulled ina somewhal fragmented approsch fo water
plannicg and developmenr, hased on local authoricy houndaries rather than catchmenr areas.
The State does not have an overal strategic plan for water inftastructure developrend.

The Department of Matural Mezources is moving towards introducing statutory  Water
Allocation Management Flans and to establish regiong]l strategic infrastructure olanning,
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Adequate funding  for these government  [unelivos 35 reguicad 10 eassre sustainsbl
development thae maxinises the potential to urilise natiral rescurees,

Proposals exist Tor the cstablishment of 4 Water Indistry Policy Council to cstablish and
overview the implementation of warer policy.

Service Delivery

Rural Water [ndustry

The ol waber seelor accounts for approximmately 75 per cent of total water consusaption in
Queensland.  Fural water reccipts, however, seenunt [ approxiinstely 20 per cond of Kelal

wiaker Teceints.

L he Department of Mataral Besources s the Bargest single weler services provider, and ons
ass2is worth approximately $2.5 billion (replacement valoe) It administers eight irrigation
arcas, 17 drrigstion projecls based on private diversions from rivers and five water supply
schemes involving pipeiings ram ropolated siresms or other woarks Tor clectricity or industry.
L aiage systemns are attached to most of the irrigarion areas.

State Water Projects is the service delivery arm of Department of Maliral Besources, and is
responsible for the managemenl and operation of the abowe schemes including both the
wholesale water supply and the rotuil functivas af imigation reticulation, Seoviee delivery is
integrated with the regional ttructure oF this Depamment. The 19Y5-96 financial year was
imeniled 1o be & lransition year for State Waler Projects, with e Implementation of aceiual
acconnting, identitfication of the costs of the business and oosting of commemity sarvics
obligations.

In addirion to the Department of Mamral Resources’ dizeck ackivities there are < 1 Water Boards
(imcluding the §% rwal water supply boaids, & bore waker boards, 17 drainage boards)
administered wnder the Waler Resonrces Acl. Department of Malural Resources alswoe
administers 21 River Improvement Trusts and 51 Bore Water Boards under separate preces of
legislation.

Thitty privately owned schemes are operated throcghout the State.

Urban Water

The urban water sector accounts for apsroxumatzly 20 par cent of fotal warer consumprion, but
accounks for approximately 80 per cent of otal water receipts.  LUrban water assels ars
elimated 10 he worth $18.3 Billion.

Significant gains can be mads in the Queznsland water indusliy in the provison of urban water
services where some 31 billion 15 cumed snnaally. Whilc vrban water only sceonds for 20 per
cent of total warer deliveries in Queensland it provides 80 per cent of the rotal revanue.
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Lirban water services are provided by foue ueban waier boards (South East Queensland Water
Board, Mount [sa Warer Board, Townsvill2!Thuringowa Warer Baard and Gladsionz Area
Walcr Board), bwo joint lecal government water boards, 125 local govertments and some
privaie supplicrs. The Stale Ouvermnent i not diceclly cesponsible for the prevision of wban
water supplies.

Local govemments awn and mansge inajur weler supply headworks as w2l as the distrilaution
systefl o customers. In some nstances, local govemment obtain meated ar untreated buik
weler [rom urban water boards of the Department of Matural Resources, Local government are
alsa responsible for sewape and drainage.

The provision of linancial assistance (throagh the State's loandsubsidy scheme) has been the
main vebicle used by Stae Gevernment to influence oeban water infrastreclore policy.
Straller comtaunities {less than 1500% may aiso draw on funding assistance available tdrough
the Accclersied Rural Camniunities Water Supply and Sewerage Scheme for new water or
sewerage schemes or address guantily or goalily of supply problems,

Regulation

There are a aumber of disting regulatory fuocrions including:

. resouree managemeni—assessing, protection, alocating, and managing the water
PEEOLINCE,
" asset management infrestructirc regalalion  incloding dam safiety,  asset

managaent plans;
- envireiinentai—protecting the envirenment,

) ecorgmic and lnancial  cnsuriog cosl elfeetive, efficient, sod sccountable
provision of water ervices, incinding performance monitoring ard prices
oversight: and

. public health and safety- cosering il waer will e safe and healthy for the
cartmunity before, during, and afier usa,

‘The above fimctions are undertaker hy 2 number of agencicz. Mo agency is respongible for
reguliting or mooitoring the indostry as a whaole, Mo agency is responsible for regulating
competition i e indastry,

The most sigrilicant vieces of legislation conteolling managatnent of water refated services
include the Winer Revowrcer Aci (waler resources allocalions and maragement of irrgation
areas and projects) the Lacad Governmen Aot {providing a framawork For accountability of
local govermuent}, the Favirormeniad Proicction Aot (licensing of discharges, poises and
wasly munapemont), the Heafth Ao (water supply and sewerage bealth issues), and, the
Sawerage and Water Supply Act inorerms of the standards of services mostly, within property
boundaries.
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Commonwealth/State Policy Directions

The main 1994 and 1995 Cowncil of Auvstralian Governments” commitments, with respect 1o
weatel resouice palicies are:

the adoption of water pricing tegimes based or the principle of consumption
baser pricing, Tull cost recovery and, desivably, the remaval of cross-subsidies
which are not consistent with efficient and cifeetive service, use and provision (iF
stot removed, they should be published),

“full cost recovery' includes the recovery of alb operating, maintenance and
capital costs, and 2 peailive real (nflalion adjusted) rate of retum on an asset's
value foapital);

the introduction of a svstem of tradable water properTy rights by 1998,

as far ax possible, the instiletional separation of the roles of water resource
managemenl, standard sening and regulatory enforcoment and serviee provisions
by 1993;

the ntredoction of local management amangements for government owned
irrtgation schemss, and

the use of community sducarion.

For rure] schemnes, additional commiments e lude:

the recovery of operabing, maintemunes and refurbishment costs by 2001 {for
exisling schemas) wherever practical and the publication of any subsulies which
TAEY FCMAIn;

the achievement of 4 positive real rawe o retumm on the value of each iigation
scheme’s assels wherever pracucal;

a seheme should only be buili where appraisal indicakes it is economically viabte
and ecotopically sustainahle; and

the setting aside of finds for futire asset refachishment aedfor uperading of
soverient supplhed water infirastructare.

For urban schemes, ey mclude;

the tdentification and mubliculion of cross-subsidies for urban areas;
the nrraduction af twa parl lart{Ts; and

cretropalitan bulk water supplies to eam a commereciz] rate of retuen,
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Queensiand

Oueensland iz 1 signatory {0 the Cooneil of Aosiealisn Governments avresments on the water
industry. Currently, {ueensland is:

. developing policies in relation 10 rurzl water pricing and manegemend which
outling the Ciovernment's Tesponze (o pricing, warer enoilsments and poocible
divections for introduction of local manzgement: and

* addressing urban water issues, identified by the Council of Ausiraliun
Cievernmenis, throuph the implementation of national competition  policy
retarins it assosiation with local govemments.

Toe current (ueenzland Government commitment relafing ta nonconcibution to capital costs
of new building schemes is ot consistent with the Agreement,

Other States

Prispress in the reform of other States’ waler supply imlistries appears in Table (2.6 below,

Tacle 12.6
Refarms in Qther States

VizTeria Corporatizabicn of Reglongl ad Urban Water Authartes 1 July 1995,
Fegalanion oy Jdhee of Walsr Retgrm

Freaw Boith Wialen Fregairaalion ef [ocal srggalior or ganr g, eorir e g Lo ol
Mreparting 2% af Water Resonrgess (Rl wale s Supp ik deag
walenented Pocong Tribana® Achive inowaler inclL sl en g6,

Soulh Australa Corpacattabion o Jay J32E. Dotracting aut of urban watar sy

Wegtern Ausirahg corporatizalian o January 1996, 3¢ vahisatin o local erigatian
sehemres. Qe of Water roustry Pepulator esseblished

Auslrale Sagalal Toerlory curaodalision ol clectncry erd water or 1 July 1555
Murray Tiazang Basin Comnrmarciahisat oo dunnp 1994 96
Comni RS

Sourcs: Quetnsland Teeasury,



Energy ard Watar 135

[12.11 Performance Assessment of the Water
Industry

Key Points

. Fhe econvanic mind financin! perfurmmee monitoring of e Gueessland water
indastry i daficione

. The avaifable information on riral Sohemes suggesis thae neltfrer full
eperiafing coxty wor copital oosis are being recowped theongh prevailing
peiicies. Ltz informetian iy wvailahle an a xcheme Ay scleeme buxis,

. The fingnciod pecformonce of arban warer praviders is ner effectively
mipnitored omif fargeis are not enforced. This has substantial negative budeet
HHpicaions.

Economic Outcomes
Current metpasts and prices in the idustey appear in Table 127 below,

Tabla 127

Operational Qutcomes, Rural Water

fMeusure Most recent ochservation [1854-25)

Sworage Tapecily, 649 il R
Fresent aweable sturape AT rallion b
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Ferformance Monitoring

Corrently there t3 very lirle economic and commerckal petformance mucitiring in the
Qugensland water industry,  Reporting to nulivnal protoculs for interstate comparison is
virtually vomexistenl. Scleme 4o scheme comparisans within Queensiand are undevelopsd and
there sre few commercial dizciplines placed on service providers,

The kegislued requiremenis for performance monitoring relate ta enviconmental monitoring,
rotporate plantmg and firancial accountability, The existing body of legislation, haweaver,
does not provide the 3ate ageacies with the reeulatory prounds to ensure the implementation
ol ieelusbry standards,

The Report by the Steering Commitiee on Natoral Merfonnance Monitoring of Govermment
Trading Enterprises remains the only compreheasive comparison of Queensland's perfurmance
with Ihai of other States. However, oniy the Department of Wamral Resources, Gold Coass
Water and the Brishene ity Cowuneil provide performance monitoring  information.
Nepartment of Matural Resources dees not underake other cconomic and commercial
benchmarking,

The statutony wrban water boards and local govermments are reguired 1 prepare annual reports
whicl must contain an assessment of theie performance in implementing corporate and
aperational plans. Whilst avdits of annual veports by the Auditor-Generul provide sn axsurance
i respect of repularity of financial stateroents, the amdil does not extend o special purpose
reparts, The SMale hax rarely used s capacity to investigare the performance of a focal
sovernient.

The urban warer boards and most major local governments penerally conform with dury of
care obligations by mondtoring drinking water queality.

In more recent Times, the $1a1e las developed the Total Managenwnl Planning initiative, which
seeks 1o cosble sl guveremenls wr improvec theit operations.  Tlowever, these plans are not
eommrercially facused and are only aimed a1 ensuring good managemend practices.  Total
mManagemen: Plaaming provides an overview of the purformence af the urban water industry
Ly: muenitoring the levels of service provided: policy developrent and implementation,;
planning and management of schemes; financiz] planning, and system performancy (including
quantity aond quality objectivesh.

Performance

Rural water sactor

The Departtnent of Matural Resources supplies infrasiricture based waler to approxismately
3,300 irrigators. Currant water charpes aim to cover the costs of operations, nraintenoncs and
some returbishment.  Omy eight schemes aclileve this wrpet und only two schemes make a
veturn, Full cost depreciation snd cost of capiral is not recovered.
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Revenue from woter sales is upproximately 344 million per zonum.  Operating expenses
excluding interest are approximately $68 million, tzaving an operating foss of approximately
324 million per annum. Ip addition, nterest and redemption payments wre funded by the
consodidaled Mund, wid are approsimualely $547 million. The debt sssociated with these aszets is
approximately 3263 million. There exists ne provizion for long et refurbishment, which
now las an estimated backlop of between S40-80 million,

Urban Water Sector

Thers i5 ag mandatory perfoemance benchinacking of the urban water sectot eutlside of the
cequirement 1o prepare annual financial reports, Urban water charges have tended to cover all
currenr interest, maimenance and operational costs, however, prices de nor reflect the
depreciation of assets, estimated at 3175 millien per year, An ealimated F200-5300 million per
annum iy expended or apgrading or tilding new infrastrecture. The Stare Covernment
provides a 20 per cent subsidy on the initial capital cost of headworks (dacs, main pipelines)
o a tatal value oT 320 million per annam.,

12.12 Water Demand and Supply Options

Key Points

. There has becn we stqiowlde strareple process or plan for the development of
fuitiere waler infrastruciure.,

- Further fmvecteent i anticipmied o mest the prowrh of the Cuecnsfand
SCONBIP

. The cost te budget of past and progpeciive invesiments ander the current policy

settings will fatal §2.5 hiflion ovver the wext ten years,

Demand Forecasts and Infrastructure Adequacy

The demamd for waler can be cxpeclel 1o incresse die fo population groweh, parttcularhy in
saurh east Quesnsland, irrigation and industry demand for expansion or impraved water supphy
reliabiiity, and the development af bydru power epportunilies. Faen if pricing principles are
raformed. increased water mdfrastructure will e required ta meer these demends.

There Las, however, Been no formal satewide forecast Sor esrimating the overali derand for
water i Queensland and no formal strategic plan for the development of future water
infrastructure.  The Department of Natoral Kesowrces has identilted sorne areas of potentiad
demand in dx Slale Waler Conscrvation Siratepy angd the current Water Infrastruciire Task
Force will undertake further assessments,
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Roral Water

Tae Queensland Governmend has commiled Looa prowern of 51000 million over the nest B3
years o meer perceived demand. The exact namre of that program 15 the suhjecr of
deliberations by a Waoter Infrastructure Teskiorce, This commitment cepresents & substantial
angmentation af the ceerent 5225 Rillion stock of nfrestruciure,

trban Water

Major augmentation of bulk waler supplics in the coming years under currenl pricing systems
is anticipated for the wrban cenres of Caims, Townsville, Gladsione, and soush east
CQueenslend.  Additicaad infiastructure upgrading to improve sewerage treatinent (o comply
with new envirommeatal lagislation is estimeaived to reeuire 3600 million expenditore over the

nexi (e years,

An amount of 3300 million has bgen promised by the Queensland Governmenld for urhan water
infrastruciure with the State subsidy sising trom S20 million woe 350 mitlion per anmumn.

Maintenance

Tiee ruwral water sector i Ouesnsland 35 relatively new when compared W other Australian
States, with the majority of schemes compleded in the past 200 years. There will however be
increasing scheme maineenance and replacement costs over the next 10 to 20 years of the more
comples  mcchaniculfeleciicalielecironic companents which have a shoder phiysical and
scangmic lile. ‘Fhe kacklog in cureently unfunded maintenance’refirpishment is $40-340
tnillion. In the lenger terim, asset depresiation will become more signilicant.

Asget depreciation will also Become a significant issue for local goveraments who will be
fuced by the need to refurbish or replace agemy assets. Compliance with eavironmental
srandards by wrban waler suthorivies will regquing capital cxpenditure over the el len yoaes of
approximately 3600 wilkion tar Bological Mofrient Removal, plos an addwional $26 million
et annum for ergoing opoalog aod mainlenance costs (Uyo-three per cent increase iy annual
£ost}).

The Department of Nateral Rescurces 35 cramining ways W0 manage assets for mmimam life

eycle costs and ways of predicting and providing funding requiremerts tor refurhish o replace
these wsets, Uweugh stratepic asssl management plans,

Past Approach

Financial [mpact

The implicattons for conselidawd revenoe of continuiog the currenl appecach to past
investmenss and new proposals appears m [Ogoere 12 1% below.  Thege arc extimaied a0 5725
billion.
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Fracre 12.15
Cumutative Cost to Consalidated Ravenua, Queensland, 1996.97 to 2005-056
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Alternative Approaches

The adoption of a commearcial and competifive arproach fo water provision reflecting Council
of Australian Governiments type principles, provides the major altemative to the current
approwch. There wre maey dssues relating 1o

. the ztructure of the indusiry:

. [rrofecr assessment approaches and investment decision-miking driteria;
. priCing policies,

. progrerty Figlis;

" perfarmancs monitarmy,

. owrership and mansgement; and, & paticdlar,

. accountability.

These matters have largely been addressed by the Commonweal:h Government through the
Councid of Ausiralian Grvermmenls process.  The overali impact of the reform process s
difficult to estimare. 1t should be noted however, that in Victoria, a recent assessment by the
Anditor-General has identified that projected cost savings of F1OY anillion wre envisaped over o
Ave year pertod &% % resrdt of theie refomm process,
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12.13 Strategic Directions in Water Supply
Reform

Key Points

. The waier supply ndusisyt accourts for @ Jorge part of the Stotes capital stock
and supports sipaificent indusiviey.

* Tie finaneial performence of the industry iv placing o xignificant burden on
the Stare’s finaices.

* The application of Coancil of Austeaficr Gmvermmenis- tvpe principles wilf
Agve g yignificant fmpact on the abilifp of fhe weter section 1 comtribute to
cooramic dovelopners i Sastain costs,

Competitive Environment

The pravision of bulk water 1 a natural monopoly.  The considerable linancial ouatiays to
provide capital infrastruciore such as dams, major channels and pipelines makes the cpst of
duplication prolibitive. The rature ot water storage 2lso means thit there s wsually only one
opportunity far posilioning frastreclore, with Jitle seope for developing competidive
infrastructure. Lherefore therve is linited opporunity for competition in the provision of bulkk
water storuge and distribution infrastructure.

Howewver, this does not prohibir competilion in the wawer ndustry.  Competition can be
imtreduesd  through  contracting/franchising infrastructuce  mansgemenl and  competitive
tendering {eg for enginsering design, mfrastructure construction, confracting out of
matntenance and operaticns and through competing retailers).

Structure of the Industry

Koy guiding structural principles for determining dhe sprropriate instifational stracturs
nclude:

- instimtional separarion of strategic plenaing and regulatery functions [rom
service delivery;

" specitic government units o address, respurce allocasion, regional mirastructure
plenning, industry regolation,  reeommendations o communily  service
obligations, subsidies and mvesment of skare equity to government {incleding
tacilitation of infrastnichure mvestroent);

" g commercially focused approech 1o water  infrastruclere  development,
management and service delivery; and

. geparation of rewail activities and appregation of wholesale activitdes.
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A suggested industry structurs is outlined in Figurs 12,16,

Figure 12 16
Recommendad Water Industry Structure, Queensiand
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Rural Water Sector

Existing arrengements for rurai water supply in Quecnslend (il to moeel the above strocroral
principles.  Slals Waler Projects, the main provider of water for the reral sector, (s
wnsritationally integrated wirh the same Department responsible Tor both resowros manapemen
repulation and infrastructure perfenmance roguelation. This srrangement is ane of the last of its
fyper in Austrahia,

At present, Stete Water Pryecis is a vertically integrated provider, providing both wholesale
and retail warer services. Lheze functions should be separated.

Tur achicve a commercial focus, ansparency and accouatability for the state owned rural
wilker assets, requires that they be separpted tion the Departivent of Watural Resources. Thas,
cotporatisation 15 preferred o commuencialisulivn.  This will uvercome the corrent sivation
where ru idenlifizhle enlity i accnuntable for water suppdy assets.

Urban water sector

Queensland has 123 locel governments supplying water. Thers may he sign:ficant cost savings
oy improving efficiency through ranonaiisation of existing bulk water supply arrangements
incloding the urban water boards, local govsrmuent and Stale Water Projecls

A stody of metituional arrangements tor the provisicn of bulk water in south east Queensland,
mchiding opportunities B improve integration and cffivicney of supply, i currently being
progrossed. A ropional bulk water authoriey for seath east Cusensland has Been under
consideration for some time mow and was @ major ceconveendation of the south cast
Queensland 2HF) project ey imgprene eilicicney in planning s provision, [ is considered that
a wnuth east Queenstand Water Corpocation should be established consistent with the industry
structire recommended by this Report,

Such an analysis needs to be extended through the State to determine the approprisie
consolidaiion of assers.  The bulk waler supply reviews shookl look at detenmining
eroangemends  whersby  environmental  protection.  mesource  menagement and  water
infrasmucture plamning can be undentaken in an imegrated catchment busis, rather than the
present lragmenied kel sulhority bascd approach

Ownership, Management and Accountability

It competition and long-term improvenwenls in efficicney are 1o be ackisved in the water
mdustry, a commercial framework 15 required For water service providers.  Providing a
cormmercial and accountable environmesnt will ensure:

v wmakimann use of local management and private providers t0 undermake the
functions of facility management, aperation, maintenance and engineering
Services;
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- thes trie cost of water provision woald be klendifishle and provide anadditicnal
incentive w reduce costs and make ntomed future investtrent decision,

- new bvestinent in Infrastructare is oaly wundertaken after it is shown o be
econamically viahie and envirommentally sustainable;

. envitonmental and resource manasement =sues could be confronfed explicidly
and transparent.y;

. tramsporenl  Tonding of  swbsidics within e fregalion seclor and
reporinadremoral of crozs-subsiaies mothe urban secror. ansuring suhsidies are
anly provided where they are defensible in the public interest; and

r sysiem osses ave reduced tuough either relurbishment programs or changmy
water managemant prachces.

Rural Water Sector

Rural water infrastrocture has nat been developed on rthe basis of delivering cost efficient
water services and msufficient commiercial  disciphaes ase it place (o epsume  that
nom-comnereial investmest decisions are not repealed.

lnvestient, ownership, management and operaticn of these acsers requires 3 commercial
envirominerd, with clearly defined perfonmance measures fincluding setling, apoeopriale larpets
tor rates of retaen).  Ir = eszenbial thai all subsidies made o the rural sector are fully
Uanaparcil.

Local involvement in the manapeeens of facilities and service delivery is essengial, as the
infrociuction of cffective waier pricing end radeahle water righls requires exiensive lueal
knowledge on many issues on 2 day to dav basis. Such iszpes include sources from which
users obtam their water, the willingness 1o pay, thiough to the physical constraints and
envirnnmentsl and hydrological eharseteristes of the region.

The beaefits to clignis include participaticn in the determination of pricing stroctires within
agreed levels of sorvices, imvodvernent in z2lloeation of water, nnderstanding Ihe cast af, and
revenue from schemes aud private ownership should be epcouraged,  Where schemes are not
sold, locsl mapsguine should be cncooraped 1o fender eul opecationsl funclions on a
contestable basis, al speaified mtervals.

Tl mcmhcrxhip af 1he nrhan waler boards creates ar incondive t keop prices k1@ minirmuam.
tHoweyer, in the pase there were Few conmnzrcial oljectives, ng set fargets tor rates of retum
and no formal perfomance monitering regime,

Accordingly, while local water boards may provide effective stewardship o respect of ool
isses (as an alternative to private cwnershipd, a mechamism it required to ensure that all
imlercsls (assed managemend gy well ox focal seevice needs) are mel. Proviston of bulk waer
supplies should be cotracted our to factlity managers, who are mare hkely to be held lepally
accountatle lor their performance.
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Urhan Warer Sector

The main gain that is expected to come fam placing all urban water in a commerciat
SRVICONTILOL, i L increase accoundability and transparency.

At this titne, thete are no anajor commercial approaches o the provision of urban water
services.  Tiowewer, Brishane City Council is maving towards commercialisation of water
Supply seTvices,

A commercial envirotment should be implemented for all waler providers, with optians
weluding privatisation, corporatisation, curmmercialisstion ar contracking aut, depending on the
iz 0 the business  Muvimum apportunisy should be available for private sector invalvenwnt.,

Strategic Infrastructure Planning and Investment
Decision-Making Criteria

Capital costs account for 90 per cent of bulk water coels and these can only be influenced
duting plannimg, design and consroction. Therafore, costs and investment decisions need 1o
he dletermined within a whally commeszial swucture, mstituzionally separated rom political
and subsidy decisicns. The Dapartment of Matursl Resources needs to assume responsibilitiss
i establishing stratepic infrasimctors plans (aligned w intsgrated zatchment management),

A separate commercially focused organisalion necds to assume responsibility for investment
decisions relating to hulk water svstems oot under local governmeat control,

To ersure henelMs of competition are secnred. 2ll design, construction, and delivery services
should be provided on the basis of contestabls contracts,

0 ell cireumstances new investment in infrastructure shenld onby be underisken afior it is
shown g be economicaly sustainable. These mitistives will avoid Mture costs through a lack
of a coordinuted approach to infrastreciure planning and aveud the future costs of infrastructure
that is nat viable.

Water Pricing for Full Cost Recovery

Rural Water

Rural water prices have nof been set 1o recaver the full cost of peovision. They do not provids
positive meentive 1o irrigators 10 conserve their water, direc: warer to move o its highest
valued wse ar cacouTape water managers to keep costs and therefore prices o a minbnum.
Linder-recovery can  encourage excessive demand on waler systems, conmibute 1o
eavironmental degradation, and resull in promstuee engmentation of existing systerns,

For the rural waker sector some chaniges to cumrent warer prices should be made 1o ensare the
financial vizbility of the schemas:
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tor ¢xisting schemes, prices snould, as a mibimum, cover eogring eperating,
mutnlenancy,  administration and  refurhishment  cosrs (and prefarably
depreciation costs) and increase over time w achieve a rate of refurn on e
a3sels; and

fe new selwmees, prices should be set at the outset to cover all cosrs of supply
includimg operating, mantenance, administration, depreciation and the rate of
FETUIM N Assels.

Betimates of the price increases requited o reach target kevels of cost recovery al no retem o
capital lor selecied schemes are depicled below.

Figure .2.17

fequired Price per ML 1o Meet Zers per cent Targel Rata of Return
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Shonld these pricing poficies not be adopted, the Goverament will be reguived o fund e
shortfall in operating costs in the rural water sector cwitently of uboul $24 million pur year, to
ineet the Conneil of Australiae Goveromenls' requitements. an amount of $1350-200 million
wunlil be required to eatn a teasonable rate of return on assers.

A iherease i waler revenue would podentially come from ircreasing water sales to those with
a Mgher capacity to pay {including hizher valee gdded agriculture, urban, indastrial, power
generation and mining wsers), The sophistication of water markets and pricine wiil ncrease

GvuT L.
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Urban Water

Lrban weater supply bssoes are being progressed by a joint state, local governmient working
piety anldresatng:

v the identification and pn=lization of any cross-subsidies which may exisr
Dedween watel users in urban areas;

. the nkreduction, where cost etfective, of two part water tariffs for arban areas;

. for smetropolitan bulk waker supnliers:

- the mwoduction of volimaric chargme far water users:

- the recovery of all costs for providing water supply. incloding achieving a
positive reirn om the value o bulk waler sapply and disiribation
Facilities; amd

- the identilication und publication of any cross-subsidics hebacen water
HSErs,

Such intiatives are consistent with the directions considered necessary by the Commission, b
fierther refornt is considersd warranted.

Transferable Water Entitlement/Preoperty Rights

Tor direct waler b move [0 its highest valued use, and avercome the lack of incoives o
reduce warer use associated wikh the valoe of water being capitatised into land values:

. wiber rizhits should be specified such that they are sepatate from [and title; and

. # Framowork should be calablished so thar waten allocalions can be freely traded.

Cilobal Thmils Tor drade need (o be sel for particwlar catchunents. Trade between calehmuenes
wonkd pequire the intervention of the Neparmenr f Nanieal Resources,

Benelits Lo the wser chode encowaging officieni fann and ssset manspemnenl practices,
improved security of entivlement, and broader scope in the way individual rights are managed.

Propery riehis showbd address: tenore, seeess, seoorily: ineratate irmde {where spproprisie) and
associated rterms and conddions, envirommental allowances, impaces of frade on the
environmment; impacts on lenders apd local authorities; eftect on scheme reliability, activaiicon
ol slecper ficenses, reduetion facters,  eansfer foes and administmtion costs; physical
constrainlis—delivery capacity, distribwtion [osses; any compensation, local and reglonal
imepacts of ladeabilily; and agreaments on standards of service,

The Convmission aokes and soppors the recent Quaensiand Dovernment SommhitAses o the
imroduction of tradable property rights by 1997 and the temporary trading of rights m some
iriparion schemes peine hy their mirndaciion.
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Water Allocation Management Planning

Ervirommentu] waler requirements peed to be maintained o egsure key elements of the
ecalopy of water systems and mect the needs al nalive wildlile. Envirgnmental sustainatiliny
is & key issue and formis the framewaork within which water prices and property rights need to
ko considered. Water Allocation Manazement Plans showld be implemented for all catebments
to allow for environmental prowedion, resource maozgemend and infrastructure planning
{including flood mitigation® o e undertaken (o avoid the pressnr fragmented approach, Soch
g rwmework serves (o iategrate snvironmental requirsments with wiater supply, wasts water
manazement, distribution of waler and sewage.

Regulation

Water provision remains & lsrgely regionally based mooopoly due to high caphal costs of
intrastrecture, once only sitting options, and sunk costs.  Such markets bypically regikiee
regulalion 1o ensure that this monopoly pesition 1s ool abused. Competition reguation remains
a significant isse wibh no repulatory body in Goeensland for this popose,. One opiten for the
regulation of comperition that could be considered would be the creation of 2 single repulatory
hoely For the indusiry.  Thore are sufficient concerns with industiry spectiic regulators,
particudarty the lack of skills and repulatory “capiurd’, for e Commissivn 1o Tavour oo
zeneric regulator for competition in Queensland for all sectors fincluding water) during the
relerm period.

At preserl, regelation of environmental, health and such aspects of e water indusity is
undertaken by a number of deparuments. Nevertheless, a preater foeus by those apgencics on
waler issues s reguived. Working groups could be forined vo address these issues under the
managentent of the Depariment of MHatural Resources.

Role for the Department of Natural Resources
The Commiszion favours the Tollowing roles for the Deparlment of Natural Resources:
. developing a strategic plan for water infrastruciure;

- cootdinating water resoarce reguiation In environment, safery, health marers,
eaguring the adoplion of cffeclive qeality sssurance provedures o water,
waskewater and SewWage OREratons;

* resourcing rezulaticn, total catchment management {including floodpians) and
repional planning (includiog dumand studics),

. allorating water resources establishing & matkel in properly righls {or
transtzrable water eptitlements, providing for environmental altocations, and

. wlshlisling coanprehensive performance monitoring systems,
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Somz of these rolez need to he integrated with whole Sislc Rtratugic planming (e
infrastructure, perfonmance monitoring).

Legislazion should be used to formalise the acooumtsbilities of regolators,  repional
development end service delivery agencies.

Performance Monitoring

Facility ntanagement cotracts need to cover the nature of services provided, performance
stundards, customer serviee guarantees, lizison and penaley provisiops. These should be
earablished prior to tendering in consullzlion wilh fneal vsers, local povernments @nd contred

Agencies,

To encourage improvements in performance, performanss comparisons and benchimarks need
1ty be established and published not only gl consobiduled State and ageocy levebs but also at
sepreent (hulk water, reated water, sewage, drainsgefstorm waker and t-rigation/raraly tevels
for the large water service providers. Comparison between privatised and conmracted oul
Facilities would be particitarly bencficial.

Speaifie initfatives required inclode:

* developing systems and podicies for accountable develonment and management,
eg lolal management plaoning concept, and

’ expanding reporfing heyand frnancial reporting,

fommunicatian

The reform of the warer supply mdustry will have sipnificant impacts on the community
partivulariy in rural Queensland. The Cominission is concemed that the implementation
process be wndertsken in a manner which fully infiirms the commanity of iy implications and,
preferably, provides detailed marker trading protocols and reveneelfcost projections o g
scherne by scleme basis. Appropeiale sequesicing of its introduction would ensure participanis
are abie to learn from hest practice W maximize the heredits from their participation.

Recormnmendations

127  The Government shoald implement the reformy agreed by the Councl of
Austraffan Governmemis aed, in parvicilar:

. desigmate responsibliite for sirmtegle plemning, coordination of water
resanroe  regufelion  (excepl  compelition),  rexesrce  manaygement
repularion, @ communicarfons stratery and perforinance standards fo the
Depariment of Natrg! Resonrces—performance moniforing needs to
renoin indeperndent of the purifolin agercy;
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128

129

2.1

v estabfish a Stote Water Curparativa to develop and munage rieral bielk
Warer sepply ifrastraciione;

. extadlish separate private or local rared rotalf dissribution agencies for
reeral Feticulation;

. privatise or corporetive wrhan water groviders amd extablish o bulk water
SHPRly Corporitian for south east Gneenstond;

* ensire that aff bk water, rvrof gnd rban servlees (not privigised) be
delivered through confestable fucility munagement confracts; ond

. introduce fradeeble water entitfermenis vod progressively implement o

regime of recovery of Sl costs wirh wse aft comumeniny sarvice
obligations enly where defensible in the padiie interest,

The regnlation of compelition in weter thokhd fall within e purview of tee
Adwxtralion Competition and Conskmer Commission. If the Australion
Competifion and Consamer Commizgion ix amahie {0 meef the mecessary
regritrements during the reforin plase, S responsibiilty cantd be assighed 1o
t ftermporary) (eenslond Conmefition Antlaority,

A special purpase mskiforce Fhoxld be esteblished to review (in consoifarion
with local yovernmenti the patentind for efficiencies in regional distribrtion
agencies,

Prigritiex for infrasienctiice development and enhancement identified by the
current Warer Infrastruciure Teskforce should be submitied for consideration
through normal Departinentel gssessmept gnd the Govermmnent's overgll
capital budpeling pricess.
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Chapter Thirteen

Law, Order and Public Safety

Key Points

Tite yoals of law, ordor and public sufety fre served By o range of qgencies, ivcliding those
i tie crimined justice spvtem fogeler with the Fire Service.  The agencies within the
crimisted Justicd xyséemt iave maiar papaiy o eqclt uther, bt here is o formal mechanism

fos vonrdirre theée podicies and practices,

Quecensinml iv o refattvedyr efficleny awd effective pravider of Corrective Services, witen
compared with other Stafes. Howerver, 4 sirong increase I priselier Rubers I8 recehl years
Res pit @ significant burden on corrective fuciliiivs, with the carrent rete of overcrowding
the worst i Asstralia.

Friute neenstond spends less on poficing thaw wiiter siajor Stites (the gop has been cfosing
recendly), the Stare ranks well in effectivencss of pofice service delhvery with the exeeption of
# few grens feg persamid saferel Hoeweven, there s growing cancern eboul the sfate of
infrastrrctare avalfabls fo supporf the foree, and with police facing heavy denunsds over the
rext fan pears, o hetter process of planning, eding and alfocming reselrees nogds m be
developad,

The Quesnsland Fire Service upgreacs fd be mare effective in ity defivery af five services ffran
simifaqr agencles W other Svares, partly infleenced by fuvonrable ofimatic condiffons i
Pueensfond.  Nooeithstanding thic recule, flreflpfulag resorrees org rurrendy civiributsd
rneventy aroand the Stale, aad fmpeaved planniag processes will he needed Yo correct iy
wareverr Siteibution o the deroand far fire services inereasey ever e nexd Ten vears,

Coordination of the Criminal Justice
System

Findings

’ While e need for paficy coardination is recagaeised by the agencies within the
Gueeenslard crfarinal justics spstom, tiere Is no formal meclhaniag o place L
enxnre el conrdioeiion The acof for coordingtion axtonds o other relovant
Ranan service delivery agencies and conpieniy agencies, ol of which are
srvolfved i issies of sacind breakdown wiicl itre closedy asseclored wirh crime,
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Recommendation

L35 A siraregic platning cotunditee shonld be comvened, by an approprigee centeid
Hgency, i ensiire fal e crimingl justice agencies coordinnte pelicy advice,
rexagrch, eviafpation and planging.  Other refevant human service delfvery
ageneles foutside the crimtinel fustive spsient) qad commmnity agencies shotdd
be fnvedved s appropricee. The cooraivated planning process shoutd:

. luhe eecouant of Hie full resource baplications of apeney decisions,
fmportantly Inclwding Dnpauis on cileer agrencies: and

. develop outpiel aid pecformaace measures for the crimingl jostice
sysfene ax o whaole

Corrective Services

Findings

. Queensfund iv a relatively Jow cast provider of corrective services compurei o
affvar Srares.  Queenstand recorded the fuwest cast per affender per day, on
fverage diering TP94-95, werass baflt seenre and apen facilities.

. Gueenstorml™s correctipnal fuciitfes appear to be relatively effeciive cennpiarasd
to oflrer States. Petforinanee meginres such i excape rute anid recidiviven! of
prisoriers were pacficelacly Jow in Oweensiond doting 1904935 Thn,
Oueensland s nol fus? o 10w cost, bt an efficient provider.

. Cheeensiond’™s prison capacity wtifisation rote ix tie highesr of aif Ntates al 126
percent. The ntilisution rote has increaved markediy (e recent yeurs, Sollewing
the recemi unexpected Increase in prisoner numbers, which is putskle e
Queensiand Correciive Services Commissing’s (QCSC5) contral, Presently, the
use of doubling ap end progremmed new or expapded facilitiey will only
parttally and fespararily meet deswand groweh,

. QUSC follows govd maniagement practices, but there are deficiencies in the
capitif plunning and favesiment processes witliy wiifcl It aperates, and seope
exisis for improveinent in aiftey 95pects 0f resonree manugement.

¥ Cinly Qlaceoslamd S0t Austrolia ond Borhezn Torrinmy data wene avaizatale o s messere,
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Recommendation

13,2 The Queensland Cercective Sevvices Cominission showld further develup it
mavke! dirsed resolirce management appeoiches, including fendering far the
cotitract wtirugenent, 2l prsvibly e supply of, new correettonal facilities
ard the cortracting onl of anclifent services, This includes the option of
tenderfieg for the comiroct management of exivdiag Oueensland Corrective
Servives Comineiision crrrectional fueilities,

Police Services
Findings

. Oreensiamd i o low cosf provider of police renvices (per capita) refative fo the
otlier mufor Stales, alifnigh the pap bey narrowed i recent yoars of
Queensiond fray raised spenaing fascer thar in other sieies.

’ The sfancdard of police service defivery in Queenstand v ar & Sracdly
comparable fevel with other mujor Staiex, mateble evceptfon befmg in the
aciicverent af percanal safed.

. Sarfcfaction with the level af scrvice provided by police in lacel commmuiities o
above the natiotial average, bud within the State, there is marve dissaticfivction in
the narthern and western reglons, as well ax in seme areas of the souifr cast
carier,

. The police to popidletion rativ hus riven i recent years, althouglt If remaing
below that fn otier amjor Stares. Reseuarces othor than staff iuve not increused
ceritehskrably, and there s growing concern within the Serviee abont g fack
of adeguate non-fabrur resonress (infrastruciure) to supparé the police
workfuree.

. In rhre process of alfocaing pafice strength around the State, political decivions
Hurve concentrated on police nonshers, relative to uhjective determinamts af the
patiera of need, und therz has been {imited cttention fo the full resoirce
irplicarions (incivding tie provision of hecessary supporiing infrastraciurs),

. Oueenstond faces growing deitandy in ull areay of policing, netabiy {bur not
calp) i areas of fast papulaiion growed,

. Tor vt thix ieprand, e Queensiangd Police Serviee profects a need fu inerease
staff favefs by 26 per cent aver the rexi den years, and spend 15 per cenr per
IR FRUre o8 R frasiriccinre.

* A edear eowciysion Is that borter planning and resosece-alfocaition procesves are
Nedded, focaxing on odjective driven of poficiing needv and outcormes desired
by Police Seevice, ond with jfiell rexozree implications taken inza goconnt,
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Recommendation

i3

Improved plasning and brdyeting processes are reguired yndee which the
Goverrmemt shnahl pravide fonding apafost specifled  paficing aatcanes,
cignprchending el el resaurce coss; and the pafice sarviee sfioulid
determine fhe affovation of s oveenll resowrces, ncfuding police, t achieve
Mt GuIcORs,

Fire Services

Findings

fueenclmrd ties hetween New Saelt Walex and Victaria e per capita speniding
i Fire sereioss, with e maln saorce of funding baing o Sute five fevp,

The foss af life amd properiy Fram fire in Qucensimad bs fower than in the cther
enezfere Stisres fur i reasans: thie effectiveness of e Queensland Fire Service;
aneed fevinerafils OIS CoRdltiens,

FirefTehting resogrees ave crrontly disiribeted nnevenly ergefad e Neie,
gocily far historival reasesni, wnd pardly Recetse politicel decisions Rave
apparerify e dimitad regoed fo standerdived plannmg pracesses wiicht wonlil
docate resosrces according i fire risk-vweigfiied need

Staffing practices cordin anonwlies ol cosd imefficiencies, amnd the Fire
Nervive it concerned ey ¢ growing  proportion af ix o infrasfrucurs
fpurticederly huildings wnd eqwipasen) oy aged & aneceeplihle fevels,

Fehile thove has Beer some cooperation wader the joint Queensiand Fmeargency
Services nmbeelln i sharing ifrastrocinrs between the Fire and Ambilance
Rervices, fhere iy bhe moch moere weope for resowrce  sftering and
raficialisation of stine fiurctians aed aciiviies.

Best practice for e allocation of fire resowrces appears o He vin
CORTEMpParary Stamdords, taking gocennt af e fire rick assgciated with off
regions in te Siaie (hat Is, five vish aipping). Given growing demands, yach
an appraacht is weeded fo aclieve maximen service froem the availihle
FEAGHICES,

Fhe maiee conciusion &5t nproved plenning processes re reguired which
are haced on the caveruge of fire rivk in the Siote, and witich take sccount of
the fulf resource fmplicatfons af deciclane which are maide, includime those in
regareed fo fnfrastenciure siring.
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Recommendations

f1.4 The plenaing erd rexareres alfpcaian processes of the Cueenstand Fire Servicz
Shotfd be va-dased axplleftl) on Stondards defianed in lerms of spaffal coverage
of fire risk, along dre lings sef owdt i the Five Service's draft Fire Service
Delivery Policy, conavidering tre full revemeee implicetions,

{35 The Governprent shoiald extoblich o toxkforce to kfenfify the seope fur resonrce
sharing bonwecn e Five gl Ambufance Services, and for ratlonalisation af
their functions and aciivities.
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Chapter Thirieen
Law, Order and Public Safety

Overview

Key Points

+ The Polive Service, the Courts wed Corrective Services comprise e orintinal
Justice spstem, and together with Fire Services coriribute to pubfic safen
everifl. Folicies awd proctices of each agency of the crimival justice xysfem, in
particaler, directly impact on the affers, potentially with miajer resotirce
implications. 4 key fssue s thar thers s no formal mechanism (o coorifinate
policy and planning within the fustice system.

The Law, Order and Public Sajfety sector in Cueensland is made up of the Police Services, the
Law Courts and Legal Services (Justice and Avomey-Geneval), the Queensiand Cotrective
Services Comaisston and the Queensland Umergency Services (including Fire and Ambulance
Services). Consolidated Fund Outlays on Law. Order and Poblic Szf%ry were around §1.04
hillina in [994-9%, raprezanting 9.4 per cent of the wtal Consolidated Fund Outlays. The
breakdows of this spending is shewn in Figure 13,1,

Sigure 12,1
Consolidated Fund Qutlays on Law, Order and Public Safely, 1994-95
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This chupter is in Ihree sub-divisions, covering the activity and resaurcing of three of the above
agencies: Cotrective Services; Police %ervices; and Fire Services, These arcound for pver 70
per cent of the total Conselidated Fuond Oullays an Law, Order and Public Safety. Police and
Corrective Serviges are discuszed in the context of the wider criminal justice svatem.  Fire
Services contribute along with these o public safcly.
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Coordination of the Criminal Justice
System

Key Points

' Firite tire need fur policr coardination Is recogrised by e agencies witkin e
Cieccwrslanied criminal justice system, there & o furmal meclanises in place o
envere sach coordination. The need for coovdingtion extends fo ather refevant
Mimen service delivery ggenvies el eotannity agencies, alf of which are
frrvedved in itsnar of social breahdawr witich wre clocely avsociaied with erime.

The Police Service and (Queensiand Covrective Survices Commission are past of the eriminal
Jstiee swstem. Ciher agencies in this system are Juvenile Justize, the Courts, the Plepartaeni
of lusrice and Asomey-Cenceal and the Crimioal Justice Commission, At the broadest level,
the objectives of the criminal jusrice system relate wr the achicvernend of community safeky.
With the meeessary coordination on policy and plansing, the agencies witkin the system seek fo
wotk rowards achieving the goal of creeling o "salzr, more caring, more law abiding sociey”.
Connnunity safety is most frequannly jeopardised by criminal activily, While the Gl against
erime invohas hailiatives 1o address the underlving cauzes ot crime, the commumity alse neads
an adequately rescurced and well trained Police Seevice, an effective Counts svstemn ard a
seeure and humane system of coreetions.

The inter-littked nature of the criminal justice system means thal e service delivery decisions
of any of s agencies iopact directhy on the demends placed on ¢ther agencies in the system.
For expmple, if there s an increase in fhe rales of armest by the Police Seevice, or if the
maximurm slay in watchhouses is adjusted, this will impact greatly ot the demand for services
fram the Cotnts and the Corrections] Services sysiene, 10 the Courts inprove their efficiency i
refensine warranis tor arrest, this increases the hurden oo Palice Scrviee delivery: i Hie Cousts
make: changes o their seotincing, practices, this will aftect the demand for and the standard of
service delivery from Corectional Scrvices.  Further, 0T Comectional Services change
arrmngemonts relating (o the wansporn of prisaners or the secwrity practices of correctional
cenmas, the demands on the Police Service will be correspondingly sifected.  Given the
existence of these widespread cause and sffect reiationships within the seelor, it is impurative
rhat the suencics of the crimital jusiice system closely coovdinate theiv policy and planaing
decizions.

While the need Tor such policy coordination is recognised by the agencies within the criminal
Justice system, there is no formal mechanism in place o ensure coordination,. The Commission
of Audit has been advised that the crimtinal justice system in Quesnsland is nol a “sysiem’ kil
rather a serics of individunl apencics with o variety of operating reletionsbips. While the senior

dociinented, coordinated appraaches o

officers withi the agencizs maintain professional relalionships, tere do nol exist any |
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. policy advive Lo Governmunt;

' research;

. evalnation of programs;

. planpiug, tor both capital mnfrastracture aod human and other resourees; and
. pubiic information and education.

Fuither, there iz no mechanism for coordination betweer the crimina] jusiice agencies and
lhuse Government and comrnunity agencies invoived in human cervice delivery, which, by
their action or inaction, cau have an impact gither positively or negatively on socisl breakdown
and crime. Several agencies have informeed the Commission that the lack of a systems
approacl o the issae of sockal breakdown and ¢rime bas had important negative conscquentus
tor the fight agginst crime.

The Commission eimphasises that these comments on the coordination amaog, them do not
lvply that the agencies e the syslem and sround iU are ed separately performing well. The
intividuzat performance of the major agencies 13 discussed in the fater sub-divisions of this
chagptar,

Recommendation

{131 A strategic planning commiitfee showld be corrvened, by an appropriste ceniral
agency, fo snavicre ol the crimingl jusfice apencies coordinate palficy advive,
researelt, evainarion and planning,  iler refevany human service delivery
agencies (oulside the ertmianal justive spvéem) and communiy agencies sirawld
be invelved ax apprapriete. The coordinated planning proesss showld;

- rake doconnt of the Jiell ressuece implications of agency decisions,
importamedy incleding impacs on sihier agencies; end

- develop owtput and performunce wmeasiwres for the criminal justice
SpFEeR a8 & whole,
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Corrective Services

Key Points

Queensiand is a relatively efficient und effective provider of Corrective Services, when
compared with ofher Stores, Howevor, 1 sfrong increase in prisonce Rilihbers in recent vears
Ras put o sigrificant burden on corvective facifitiew, with the current rate af evercrowding
thre worst in Anstralia.

Findings

. Prcensland is g relatively Tow cost provider of Corrective Services compared to
piher Stetex.  (uieenslond recorded the lowest cost per offender per dqy, on
auerage dpring 1993-95, across both sectire and open facilities.

. Ohecensland’s correctional focilities appear to be relutively effective compared
t other Stufes. Performance megsiirey such ag escape rae and recidivism?® of
prisoners were parficilarl fow in Queensland during  1994-95. Thuos,
Drcenshand is not Just & o cost, bt unt officient provider,

. (Recenstond’s privon capacity atifisation rate Iy the highest of alf States at 126
per cent. Vhe niftlcation rate by increased prarkedly in recent pears, follawing
the recemi wnexpected fncrease I prisoner nwanibers, which [s owtside the
Chezenstiand Corrective Services Commission's (QC8C) conirel. Presenily, the
wse of doubling itp and programmed new or expanded fucilities will onfy
paciclly and temporarily prect dentand grawek,

. QLS follows gomd mianggemeni praciices, bt there are deficiencies in the
vapitel plunning and invesfment pracesses wighin which it operades, and icope
exivts for improvement i other aspects of resourcd Monagement.

13.1 Structure of the Corrective Services Sector

Key Points

. Wiile Queensfand has w relutively fuw crime rate and g refatbvely fow
imprivesarent rare (wiich s ourside the contro! of the Corrective Services
anthorities), Is facilitics are strofned, with extensive e af "donbling up' in
cells wnd @ wtilivation rate of 126 per veni of devign capachv—ithe highest in
Ansirafia,

Cnly Quegnsland, Sowdh Azsiralin wmd Monhern Territars Jala wers available on this measore



22 Thapter Thirtean

- {hieenciond fas been a feqder in the use of prfvate contract mangsement of
Sordactiee facilltivs,

Av oam element of the criminal justice system, the CQueensiand Comeclive Services
Commission’s (QCSCY mission s 10 edminister a system of corrections which sccurely and
humanety containg or supervises peisones and provides opportunities for the correction of
offending hehaviowr,  The QCSC's programs ace brietly described in Table 13,1 and its
facilities in Tabie 13.2,

Table 1310
Queansland Covredctive Services Commission's Progratms

Frogram DpsLfrjatidart

Ferure Coalocly Thoge LICS5 aclvbes weuzh roate ko the cortainment of posoners m a3
corvectional cenlis willl a0 secame perencier and a fegh devel ol girpot
PRSI,

Fresoners he'n in soe e custocy terbees riay be clasulies as pigh medin or
Iy ity

Opea usiody Those QCIC acuwities wnch ve ate to Ine contarment of prisaners, by direcl
supeivsior urc brest, nea correchiong! cenre wilhaut a secure perimater

Frmaaess held moaper cusiocy conlres Tay be classihes gs law or open
ELATII T

Larer oy Cushachy Thows QUEC acl vy which ralate w0 Ine containment of pracnsrs onoa
coranun by Cosechiony ceelee, resdeatial faoility, or WORC poogeam ana
places praaes Bed Dy DUE0 Hule areder 248 our superizicn,

Gty Snparasinn e T30 acl wbies wineh sefate 4o the management of cffenders ragiding =
YhE ComPinity.

Mrgani = atinnal Support Thase CEED actmies winck sappurl e eperal-cns,

The QUSC ewrrently hag fen secure cystody comrectional cetitees fbwo of whick are managed
under contract by private organisations) whers prisoners are contgined in 4 centre within a
secure perimeter and with a high level of dircel supeevision. The QOSC has alsa recently won
the tender i build and operate 2 new 610 hed securs corvectional centre at Woodford, located
near Caboolre.
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Takie 132
Correctional Facilities Utilised hy tha Dueensland Correcllve Services Commission

Built Prizeners Liatfing ¢FTE)
Fraogram Canlie Minagament Capacity at 31/4r0H at B FRFOR
Smure Arthur Gorne Cortract LE el
S ustody Enziellnn Laankregl 33k 245
Brishane Warren's ACEL 31 1499 L2
Talu el 110ED R oz 17
Mrsrctan Qoss LES a0 143
Racuhamplon ot by 252 181
Sur Dlawags Loswgia g ACEC X d43 il
Torwn gl le ]l N 255 1]
TownevH 18 Woman's [e1ng: 1N 1# %23 [
Waoal QTET 256 v Tl
Dpen Lobws Ghen (g Qost 11E Ll 14
Cuslody Murvink A AT *d BT i)
PFislen Dreeh I 7 71 e
Fochranyton flarne} HIM: M L] R T
levmaisvalli- flarir DB EQ RO 12
Townswille Womens CEL 12 11 3
Wl beroenh, Qs 100 134 28
Commnity  Ao3e Blank |ouge Corwta iy 3 B
Custody Helana Jones GLIC an - o
1Tudkam Fadk GLED 35 L a
Halcyan Park LMW’ y e} 1
Kamgh Stragt J0ED i 4 11
Karcarcchie Lodge Cesrmmiurity £ .
SI WoRnts Tiemnety e 25
Aarriringdon Biree Crmenumity = 2
Apas ¥ard Coamnan| by 20 W F
Watliacin oLy 14 ] "
WORC QAT 21E 180 o

Gauvrce Quasssland Sarraciive Serecas Do ssior,
Mole (@) Ingluden abave,

Thers are seven open custody correctional centres, four of which are attached to thres of the
secure custody centres referred to abwve.  The somununily custedy program consists of
community coreckione cenlres, where prisonsrs are supervised in community residential
cenrres, three of which are QICSC owned and seven woder conteact or other agreemen! with the
QCFC, The WORD program, which scconmmudales prizeners in a naumber of camps in South
West (Jueensland is ailso a sub-program of the community custedy progran.  There are no
R0 -owned facilities 1R the cormmunity supeivision Crogram.
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Tahle |35 provides the available daia for capite: and recurren! expenditure for the period
J9RE-H49 1o 1994-25.

Tk 12,3
Capital and Current Expenditure, Gueensiand, 1980-8% to 1984-95 (370007

Flmanclal Yaar Capital Ependitura Recurrent Expanditurs Tatal Expandlture

1983049 £8.400 74500 1E: 132900
LI R 8] 44,500 1GL 30 (L] 150,600
1ora i YAy 102 &b 161, rik
199192 18,537 114, bk 143048
[ = 13,451 123.087 135 c4R
LERA3 T 1L E2E 125,259 Lig, Cas
1563- 05 302G 142,40/ 174,703

Sndroe Quesnsland Correctivg Services Comm:ssior,

Mote: Cata griee to [DHER-959 are not readily availabde as this was or or te the cetablhishrent ol the Commeszion,
«a}t First & months aof QS0
Ciny Firsdl Tl yeea el QEBC,

Characteristics

Since the establishrent of the QCSC in December 1988, rhere has been an increasing nomber
of uffenders both coming iato s custody and under its supervision in the comununily. Frisoner
nurabers have risen from 2 068 in June 1993 to 3,420 in May 1996

Whilst the majorily af the QCSC s clionts are sepervised n the community, the balk of the
infrastructure required to support offender management is in the secure, aper and communicy
custody programs of the QUSC. 1o addition, he accommodation requiremterts for siaft in the
commmunity supervision snd srganisalivnal suppar progrums wee pencrally hendled under Tease
ATTANSEIENES.

Ower the past lwo years there has been an unprecedenled rapld growth in prisener numbers
(5ea ‘lable 13.d), resipiting in the QUSC having o make extensive vee of “doubling up’ of
inmattes i celly,
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Tahla 13.4
Prisongr Nurmbers and Sentencing Trends, Queensland, 1990-1996

Kumber of Ratie af

Direst irem Crect lrem
Dala ending Hanrhrr ol Coaurt Ordeas Court Dreders
34 Juna Prlzaners Supervsed to Frison=rs
138G 2.096 - a4
193. PR B 14 204 hH
Leaaz 2017 14 B84 T4
14493 08 12,5497 245
1thad 2,491 16 103 LR
1935 2.5870 14, 000 6.5
1586 (a) 3,470 71,6en fi.a

Zowree, Quesnsland Docrective Secvices Damnission

kotes: (a) Froing 1 May;
Cirast ‘rev Soudt acders include probatlon, communily serdce. ‘ing opticn end intensive
carreernen orears ssved in Queensiand,

As at 31 March 1996, the (GCSC™s custodial system was running ar 124 per cent of design
capacity and @ at the highest wtilisation rale of all stales?  This s a paticutar cause lor
cotcers, The recenr unprecedented prowth o prisoner numbers to date has been addressed by
the e of doubling up existing cels, temparary eccommedstion end e significant cel)
corshruction program, with expansion to centres and Cabinet approval foribe construction of a
500 bed correcticnal sentre at Woodtord,

The sentencing trends of the early 90s af arly using prisons for vialent and habitual criminals
saw the vse of community sepervision orders by the courts grow dramatically. ‘The increased
wic of these commuenity supervisior orders resufted @ a deciine of numbers in prisons.
However, the growth in the number of direct Court orders (ay opposed to post prison erders
such as parole) supervised by the QUBC has decreased since 1993 (see Table 13.4). This may
inelicate that the courls are, 1o 2 degree, tolurnig 1o EDposiog prison seniences [ cases wiere
they have previously made use of the sentencipg option of commuonity supervision, Thiz may
be & contributing factor to the curvent incregss n Prisouer numbears,

Drespite the marked increaze i priscaer nombers in recent years, Queensland’s rate of
imprisooment remaing one of the lowest of all :mmainland States {see Table 13.5). It is worth
noting kere, however, that the rate of morisonmenl is beyond the cantral of the correetive

services authorities.

A factor explaining the lower than averape imprisonment rzte may be Queceslander'a
relatively lower propensity 10 commit ¢rirme.  With the exception of attempred murder and

5 Frige Waterhguse Elowick, ool Roepord on Al af Gloceetons n:!.l"@.'r!ﬁn.ﬂlmh'f e Sreeden s £ ommitiicn
& Jupe 1996 [ 27
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snlaw ful endry with intean, 11008t categories of offence Tor Quecnslund are below the Australian
avegrape *

Table 13.5
Estimated Total Prisopers per 100,000 Adults, 1988-89 to 1994-95

NEW Ve 2ld 5A WA Tar, Bursiralia
13 {478 6El 145 R 18Rk fiady G
133134 [ER.0 002 L6 E Alh 1389 A W4
1950591 1223 &8 1 1a1.5 arz 1523 FOR 10034
19919 134 2 =] wa 537 1553 6.1 1027
194285 1355 [55%:) A0 101 & 150.0 & ISR
1933.44 1374 729 494.5 ey 165! P HIE0
194495 1359 na a2 L1265 1552 142 HaE

Sourne Steenog Domoliee 1or the Rewaw ol Scmronealtt £5521e Serdca Proasion, Beond an Gowsiigaeaet
Senuce Fravimnn, 1585,

Mara: MOW Figures exclude perictis deta-nees, whose rumipess nave noreased 5 gnificert'y in the gerod bp o
hMarcn 195, before stabrlizing.

Workforce

QCSC employ 391 fuil ume equivalznt staft {as at 31 March [996). Total labour costs
aceaunted for around 70 per cent of tola] meoment eopenditune in 199495, sugresting that
etfores o improve the cost efficizney of the prizaon sysem will lacgely be determined by
reforms in this area. Although safaries paid to staft in Queensland are generally at the lower
end of the spectrum compared ta the cther states, dala prasided to the Commizsion® indicate
that the 2ost of base grade cnstodial staff are comparanie with other stares

Private Contract Management

The QS0 came inte being in 198%, following an exiensive review of the provision of
cotrectional services in Queensland by Mr Jim Kenuedy., The tecomunendations of Kennedy's
repod provided @ blucpeinl for corrcctional reform and wers adopted by the Queensland
Parliamert wilh the support of the major political parties,

In his report, kennedy recommendsd that one orison under the jurisdiction of the GCSC
saould be operated and iranaged by the private sector undet cootract to the QCSC His
rafinale for this recommendation was b creale @ market for corrective instutions in Adsrala
and in particutar, Oueensiand. This wonld for the first rime tumduce competition, sroviding a
real measure against which to test the performance and cosls of the sltale aperaled system.

o Auggallen Nucan of Sanles Aarraed Crins Staciiaes 3510 00IS0 | Tarest availabie data)
Cheeensigmd Correedive Service: Commizzion, Human Rosourcas b anax ment Rrarch
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Kennedy forgsaw the benefins of introducing competiion with stete operated facilitics.
Competition would allow the performance of privaiely and publicly menaged faciiities ta he
vomparcd. T owould thus provide o stimolus for improved performance by state prison
operators and Facilirate cross-tertilisation of ideas between the privete and public sestors,

[t i difficull at this stape 1o dduntily any sipnificant rransfer of innovatiens trom the private
sector o the public system. However, one area of jnnovative performance of the privele scoior
which has impacted on QU3 operations has been the Burallon Correclions| Cantre’s focus on
buxing a “proprams’ cendre. Thiz has resulted in a shifr in tocus for many of the state operaicd
¢entres b foCcLsing 1more on proerams.

The second consideration has been that of cost, There was a perception i Quevnsiand that
correctional centres, a5 with many other jurisdiclions, could be managed more efficenndy it
restriclive work pracrices cold be sliminatad and mmproved mzanagement Pprocesses put inio
place. Clueensland’s experience with contrac! management by the privale scelor wiil he
discusged later.

The third coasideration has been the need v bring sboul cultural and attiludinat changs in the
manzEEmEnt amil aperation of correctional cenlras,

13.2 Performance of Corrective Services

Key Points

. Cuecenslund & a low cost provider nf Correciive Services, with costs per
privaner duy well below fhe netinnad wveroge for bath secrre and open privany,

’ fhueensiand perfarins well on & range af oy effactivenasy indicators compared
with ather States, indicating thad it is not meeely a low coxt, but an efficient
provider af Correciive Secvices.

. Aftfrough £ I JiFCuit 10 ke COnPuricany aerosy cenires, i appears thar the
v privaiely managed centres are move cosi efficient.

Interstate Comparison

The Reporr on Govermmeal Service Provision (992" compares the eftectiveness and efficiency
of cortective services acrass all Austoalian states: “Crverall, the indicators suggest tha
Queensland s o rebatively cMTcient poovider ol {adelt) comeetive services {p 52017 Some of
rhe findings are sumtnarised below.

“ o Sreering Commiles fon the FRevicw of Commmeneselb 5o Servee Frovison, Keparr g Coversgment Feevis
Fravisen P08 pn AR3-3645. GRS,
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Efficiency

Further work s required to ersure the completeness and compatabiilty of unit cust
information. Accordingly, these flpures shouid Se truated as indicative. Figure 15,7 shows the
average cost per oflender per day, for zecure and open prisons.

Fipare 13.2
Total Average Cost per Offender per day, Prisons, 1994-95

Bl —
L = T

120

we Bl

&)

o
[
I

MW Vi o] k. SA Tas [0 hestraba
O Zecyre M Dpon T Combised

Learce: Steaning Committas lar the Review of Sonmanweab 2550 Service Sroyisin, Hupey on Soverressd
Lorace Provisn 1995,

Mates: 1, Date bo calculate bne average cost pe- cifender per day in Yictoria ‘or open and seacure ansans cambirnsi
wiss provided and amaunted to 147 i 19945, Az 39 per cert of Yickorls's Erisoners ars 1n Saears Tacidias, fhis
Pt el cosl DEere lurgeby reflorts sverage seeare proson costs.

A ACT rentraced mnates e el w MEW proae, ared gy osezl ave the same ool 351 25 shown ahave for MEW.
1. Fxcludes depreciation chaiges.

Oueensland recorded the lowest cost per offender on average for both sccure and opuen prisona.
For secure prison custody, average cost per affinder per day varied across Jurisdictions, from
araund $100 10 Oueensland to $2355 in Mew South Wales. The Australian average was £134,
Foar open prison custody, costs varled froin 5390 in Queensland o $138 in the MNorthem
Terrilury, with the Ausiratizn aversge arowend §100,

Cormamunity custody cosls, at $58 pur offender, were higher in Queensland than any orher
Stute:. However, i# should be noted that Queenstand orera‘es the jargest community custody
program of this form in Australia with zraund four tUmes the aumber of offenders in cuslody
compared to the next largest jurisdiction.

i1 should be noted tha: the mix of prisoners vavies across jurisdietions, and this may have a
signilicant impact on unit costs per prisoner, Nearly 90 per cont of prisoners in Queensland are
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high security prisoners ¢ontained in secure facilitics. In contrast. New South Wales has g
relatively Tow propoction of bigh scourity prisoners at around 55 per cent.

An aliemative means of assessing the cosl of Correelive Services in cost per capita, is
aresenled i Table 13.8-

able 13.4&
Recurrent Costs per Capita, Correctiva Services, hy States, 1994-95

NSW Yic Qld WA 5A Taz  Rusiralia
Frinens 0F par copelad B2 0 Ls SE6T =4 G7 449,50 2705 a7 'k
Carruruanity Custuay{_:’a per capila) nmaos LRk 1 241 ) NE3 0,00 G &7
Community Supervisen (b ner capilal bR By E0F s 843 281 aR?
Tutal 57.83 334z 435,33 Ll.71 Ry AL 2 as. zn

Source Sieerning Commlbtes for tne Revlew of ComrionwaalthfState Bary re Srovicnn, Henod o Soremest
Suerwie 1 Progrsiors T8,

The major cvinponenl of the cost per prizsoner day ‘s staffing, The predominant reasons why
Lueensland is the most efficiert provider of comections relstes to lawer staff ta prisoner ratios
and the fact that twe of Ouesnsland’s correetionz| centres are privately managed {where the
cast por prisoner per day is 1ess, partly dve to lower central oftice ovetheads . refor Lo section
ot Cotnparisons Between Publicly and Privately Managed Centres. Tt is not evident, hawever,
that Queensland’s lower slafl o prisoner ratio has had any detr'mental effect on the quality of
sCrvice provigion, as demonstrated by the follewiag effectiveness indicatars. While the QCSC
has taken a view that there are economies of stalc o he achieved n building larger prisons (eg
Woodlord et 608 capacily), cost savings are alzo facilitated by the design of the building, The
QUSRS maintains that #s facilities possess designs which allow a lower sufl in offender rano
and subsequently, lower ¢osts of correclions o the community,

Effectiveness
Some key performance ndicators arc as fSollows:

Escape rafe: ‘The overail escape rate has improved merkedly i recear vears and, in 1954-95
wa3 the second lowest in Australia, foffowing Yicroria,

Recidivism (measured by the proportion of offenders who have returned 19 corrections within
twa years of compleling a suolence) Qnesnsland was the bast performer of ail States (Now
Suuth Wales, Victoria, Westarn Australia and Tasmaniz not calealated).

Death Rate: The deaths in custody rate of Queensland was well above the national average in
199485, despite implementation of the secommendations of the Royal Commission oo
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dborizinal Lieaths m Custody. However, during the ficse oine monshs of 1995-94, the death
rate lkad fallan below the national average.

Comparisons Between Publicly and Privately
Managed Centres

Comparizons bebween publicly and privately managed correctional fazilities are difficult 1o
make as the differences betwean centres need to be standardised i order 1o make a froe apples
antt apples’ comparison. Specilically, in companing correctional centres, the fallowing faciors
Rave o be taken inlo accaunt: physical infrastroclore; classitication mix of prisoners, functions
perforimed by the centie; qualitative issues; aod adriinistrative overbaods,

In its review of the QCEC, the PEM (10493, p 119} wok a similar view, It found that, *(rhe
bases cpon which guantlalive aod qualitalive comparisoens sre made helween contrace
managed and state managed correctional centres need to be refined.”

The PRV recommended thal,

Torthe QESCL wn consnPanan with che (MGce of the Cabingt and Treasury, develop a
siclhcéology for evuloare confrind waregenenl of castodial and commuanidy corrcensns
rentras which includes:

" the bakis on which coss should bhe comparced;
- e Logis ot whaied gaadiy of services can be assessed; and

- the overall financial and veher impacts on the Stake 2id the Stale correetionad sysben
of conrract managsd camras ™

The devclopmeent of this methodology is cerrenily undersiy and s inteprat to the process of
performance aszessmernt of corvecrive fachlities. This progess shoutd be encouraged, especially
as & means of quantifying the benefits of private prison management.

The Director of Custodial Cerrections is also developtng mdividual performance conlracts for
all custedial correetinnal centres. Thuese are o be mplemented in 1998-9T7 and will be similar
o tha performtance conrtracr uged for the new Woodtord centre. 1t is possible thar, onge these
nzve been developed ond are iR use i all centres, a bettet evaluation can be made botween Lhe
somparalive performance of cenres,

Additionally, ethical considerations are somelimes raised in celation b use of private provision
imtiis ares. A discuseion of these issues is beyond the scape of this repart; however, a detailed
discussion s provided o a paper by Weiss (19897

Nevertheless, the QUSC has made a comparizon of the unit ¢osts per affender between the
QUSC operated Lotus Glen Correctional Centre and the CCA {orivale) operalcd Borallon
Correctional Cendre. Despie the difficnlry in comparing facilities, the QC5C maintains that in

’ Wieess, BOCI9EG), "Frivade Prisens and the Slae’ i Priweasiee Crsmied fashee, fed) K Maothows,
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the ease of Borellon and Lows Gleo a meaningful cost coenparison can be made. The QCSC
point out that both prizons have recently been canstructed, differsnces in therr infrastructure
are minime!, and both cater for a sinilar nomber of immates. Fuither discussion of the jssues
considered and justificationn far the comparizon i contained & bacionis (1924) and Rrown
(19247, The resubis of the cost comparison between Forallon and Lotus Glen Cotrectional
Cenlres i tlustrated 1o Table 13,7

The CHO5C notes that the differential in adiinzsstrative overheads results from Boratlon
aperaling as » “sland-alma’ cunwre, with ondy limited suppoel frone the QUSC conlol) ofiee.
O the other hand, the (USC correctional centres ave substantially supported by admtinistrative
clemenls in central office which are apeortioned to each centre on the basis of the aumber of
affenders

Table 137
Cost comparisen hetween Horallon and Lotus Glan Correctional Centres, 1992-33

Borallon Correctional Genlre Lulus Glen Correctional Cenlre
Tatal Losk: TLO0BM  Mat Budge: 12.49m
Byurege daily ollegders 235 Aclel ngluslry Exporchita

Grats Budget 30.05m

Byerapre da ly a'lanciares 204

Lrit cost ped anfum ser affenaere L8342 200 Urat cost per arrue per offerdar A319.000
Maonrbaned ceotral ofhca Apcornoned ceriral cHice
cwerheasz per offanosr ARL 30H) cwarheads per oYender ALLIOEZC

Marmalisad uhit coct par sllandar A%44,200 Nirmallead crit cost par oiTandar A%A2908

Srorge Moewwns {199 p 192

On the basis of this comparisen, the o050 of Boralon Comectional Cengte for 1922-93 was
approximalety wa per cent kewer per eifender than Lot Glen Comeetional Coeniee. Tlewover,
S0 points cut that the gap between the two may be narrowing. The (HUSC 5 mindful of the
Qiffcultics of s ype of cost compartison but defeads the value of the exercise. The GCEC
has also recently examinzd the unit costs ol the cantract managed and QUSC managed cenfres.

£ Macionis, % [ HRY, “Contract Manarement in Cneeclinng the Queensland BExpertence™ it Proves Preoses aed
Frlice, (o) . Mayic.
Brown, A, (190, “Evanemic and Qoalicaciey Aspeets ol Prisen Privagisslicn in Uaeenslund™ im Procee Presons
erad Pelee, () B, Mayle

W T s Iwmpartant #4 nore thal whae oaeRe tompansont were mack, the mettwedoloey fur appsetioning swverheads
WwHis in e aken] stages and wws inoweed of elinement,. Uenseguently. the overdead figwred in Tabke 13,7
shooid b vresssd wath caoticre. hore eceolt allorps 20 cenpire contaes live ingozporated o maere st bass
tor apportismog overheads, Accerdingly, 1he reinhe presented in Figere 13 3 shoolid be given geeater attentien
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Thz reseles are presented in Figure 1323 and clearly show the differenlial between these
faeilities,

Eviduence wxaisls 1o suggest that sigoificend cost savings have been achieved through the entire
cectar since the introdoction of contract management. (o the two years afber its inception, the
QCBC was able to achieve a real reduction of five pes cent in its budpel. This was exscntially
achicved through sobstentisl dewnsizing of staff in Townsville, Rockhampton, Moreton and
Wagol Correctional Cenives.  The resulr of the skt reductions was en unproved rakio of
officers W prisooers and as 2 consequence, a reduction in expendiiurc.

Figare 13.3
Unit Costs per Prizsonar per Day

13g
20 Co.
110

wo

an : S e

[ Gk 193] 92 1502.93 1. og 14944 gy

foikrage of Gontract danaged Cenlres Soeraps ol QUGS Eamore Custocly Centres

Ezarce: Queerslang Correchive Sennces Comimission,
Mnte Inghuies greerheddl s,

Consideratior must also be given o the performance of privave prison firms in the “qualitative’
areas such as conditions of contaitment (including safuty, crowdedness, health care), scenrity
{violence, victimisation, escanes and attempted escapes), social adjustment and rehabiiitation
{recidivism, personal, vocational and employment counselling, education, dmug and alcohol
prograns), as well 25 management and staffing (staf¥ morals, stufl tumerver, inmate grievances
apaingt staff). Currently, the QCSC undertakes {airly extensive monttoring of these qualitative
aspects in the (UBC managed facilities.

l.ess clTarl, however, has been made o gsse=s these qualicative aspects in the contract managed
cenrres. ‘Lhis is essentialy because the QUSC has apted to negotiate outpuls focused contracts
with the private centres. That Is, the QUSC is concerned with the autpets produced ax oppased
Lz the nputs (other than costy o the praduction of those oompsts, Mevertheless, these ceatres
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are monitored throegh the QUSC's ongeing indermal andit program and through the repert of
Officizl VisHors, The contract alse bas finaacial penalbty clauses For non-pertonnance m the
ateas of escapes, deaths i1 custody, lost or damaged prisener property and less than
salisfactory performaence in the aree of dreg usage. This type oF sutpur focused contract s
strorgly faveured by this Commission, o line wilh the principles espoused in Volume T ol Lhis

Teport.

Performance Monitoring

The QCEC underrakes a relatively well established process of performance asssssment. Lhe
QCSCs performianes s mensured oo an oigeing basis and repotted:

. monthly throtugh the Director-General's report o the Board and dhe moahly
fimancial statements;

. yuarterby through the Quarierdly Perfonnance Assessment; and

*+ annually throogh the Anauel Perfonmance Assessment and Annaal Repon,

[3.3 Adequacy of Corrective Services Resources

Key Points

. Only a few af the present corrective fucilities are akle o folly meet fuihre
roiirements; somie cax oc modified o meer Wose reguirsments, while g
rumber cinno? feasibly meet ifent

. Five of the State's len seoure focilities are less thui ten years ofd and averall,
Sfacilities gre In reasonghie condition, Rowever, e recent INCrease i prisoner
numbers and the aie of “doubliing up' i placing an gdditional buvden on the
infrasrracinr: aned @ resaliant increase v maintenance cosis.

Asset Planning Process

The QUSC's physical assets stratepic planning followed directly from a revicw of the
cotporate strategic plan, The process was underiaken i two phases. The Arst focused on the
QCSCs infrastruciure regquirements, aud e seeond on commencing the development of an
iruegrated approach fo assets planning, incorperating pianning for both infrastructure and plant
and eguipment reguirements,
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Infrastructure Assets

I lpokirg at the fliore nfrastrocnire neads, the QOSC is examining Tarecasts of likely growth
in prisoner numbers, the status of the curranr infrastructuee, oz well as the QSO drategic
dircetiun und it likely operalional needs in the fotire. A number of options were analvsed, in
termis of their abiticy to meet furire infraswociure needs, before the physical asset stralegic plan
was developed.

Non-infrastructure Assets

(he QST iz developing an asset matagement system whick will vlace more emphasis on
planning based on whole of life costs of plant and equipmenl. Prugrams fior the acquisinion,
use, maintenance gnd disposal of these assets will be included in the planning process. Bids
far plant and equiptaent are made through the Ooerational Plannine process.

Asset Overview

All QC5T owned facilifies were assessed by the QUSC in s Infrastructime Man [G95-2005
Facilitics wure wssessud againsl » number of ceiteria, given the policy and operational
requirements detemmined earlier in the planning process,  The criteria relevant 1o custedial
correctional centres included operations, scourily, progromsdindiesdrics, and nainterance, The
crileria for community cormections cenfres were programs/assessment, operations and
maintenance,  All facilities were rated on each criterion as either currently muecting the furs
reguircments, requining some modification to meer requitements, or cowld oot meet
tequiremants. Each centeg was also given an overall raring in sumumaey (see Table 13.8).

The current and planned (i approved) cell capacity of each centre was documented. The
capacity ol each centre to expand its accormmodativn space (that is, the number of cells) within
ity purimeter wag alse assessed, where relevant. The scope for expansion, in werms of prisoner
numbers, was then raminaeed {3¢e Table 13,5}

OF purlicular concuemn is the current state of corrective facilities for women. Although temals
corrections do not face the same avercrowding issues as male corvections (in absolule tenns), B
appears that the quality of Facilities far wuwimen is ineguitabie.  The problems with current
secammmndalion inelde: inadequate facihties for women with childeen; lack of separate
facilities for fong terrn offenders and remandess; insuificient facilities to ensble o ranpe of
programs o be run concurrently; and lack uf space {or audoor recreation.

Maintenance Issues

The tnainlenansee progruam for infTastruciare assets 15 curendy managed by the Departenent of
Pihlic Works and {lousing. Witk the presently planned progressive develution of these
functions, hewever, the QUSC will have a preater role in the inaiolenance programs in 1 996-97
and subscouent years. A Maintenanrce Plan will he developed for future vears and included in
Ihe Physical Asset Sreategic Plan.
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leble 134

Assessmient of Queensiand Corrective Services Commission Infrestructura

SUMMARY
PROGRAM CENTRE RATING ASSESSMENT SUMMARY
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The muintenance of non-infrastructurs assers is managed by the QUSC. The planning phase
for these assets will be influenced by the aze and condition of the assets together with the
budget funding available o the QCEC, Guer Lhe proceding len year period, the QCSC and the
Prizons Blepartment prior to that, have embarked on a major construction program which has
seen the stock of buiidings nuprove markedly,

Tekle 139
{Capacity for Expansion of Secure Accommaodation

CEMTRE ASSESSMENT SUMMARY
Lotus Glen Codc expane by 200 (/0ad nat hat apiraved a sepsrate
22C-bed ATS p- sor extensior;

Eear il

Sir Jlawgl Longland Carnl e expartnl
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Wacol
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B sbane Womren's Could expand oy 1G
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Source: Dueenslerg Corrective Services Commiss oo, mtersliocturs Mlan (205.250

O} the ten securs conlres throuph the Seate, five are less than ten vears old. There are generally
no facilicies alder than 30 years that are still in wse. Seven open custody facilitics {farms)
operate throughowt the State and, with the execplion af the two farms i the Gold Eoast
Dinterlaned, these are in acceptable condition, A number of smaller facilities for community
cusrady exist and are in reasonable condition,

As can he expected with the "clientele’ who occopy QUBC facilivies, the amount of damage
fhat 15 toutinely done o Facifities 15 high, The emergemt mazintenanes cost cack year exceeds
that of planned inainbenane:.

tMaintenance jrmplications which will affucl the QURC in coming years are presented beiow:

. Al increase in prisoner numbers resubiing s the practics of doubling wp in single
cells places an extra boad on the infrasiucture and a resullaml incresse in
maintenonce costs,

. will = relatively modemn stock of faciliries, the maintenance requirements are
likely 1o increase as time passes and the facilities ape;
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. the miroduction, o receni years, of high technology based perimeter infrusion
detection systems will result in high levels of matntenance and sysicm calibration
BT COIn i yLers;

. the need le revicw maintenange inTensive assets to determmie allemative options
siich as cente replacement or altered usage w elininate o reduce costs; and

. the downgrading of some Ruilding finishes in recent yoears may resell in higher
I!'IHi:!'!l'.JI!Hf]L'L‘ uikily aver [Zir!'l\'..'.

As outlined in Valume I 1he introduction of acerval hudueting shoeld ensurs the setting aside
i provigions ro address these mainfenance jssyss,

Regional Planning Issues

The Comvmission’s infrastacture program will not hiave & significani impact on regional
commwrctivs. Tie mew correclivsal ventre being built a1 Waoodioed, as well as the expansion
of Letus Clen and Lownswville Correctional Centres, are within the current prison reserves.

13.4 Future Demand for Corrective Services

Key Foints

. Lemand for Corrective Servicex depemds on many factors, mest af these
external te Hie QSO ek s changos in fegislation, policy and pracfice
applving fo or within the criminalf justice spxeemi, bat piven theve, i fs
exxentially driven by popuiation prowti.

. Evesr with presenify programmed sew or exponded facifities, forecasy numbers
Jar male privsoners siepgest overcrowding ax eardy ax J997

- For female fucilities, overcrowding v ey siprificant am issue, athelt on &
sepifer xeafe; mew secure fucitlzles will ba reguired in souihern Oueensfind
within the planring period.

Factors Influencing Prisoner Populations

The siee of & prsen population 15 a Tunclion of balh the nimbers received and how long they
eray. AN increaze w either (or baoth) the number of offenders entering the system or the
average length of stay will result in an increase 10 prispawr population.

Manipulaticeg these elements means that growth can be accelerated, slowed, stupped, or
reversed, There arc a aber of eelernal Dwioes controlling (he process of manipulation. ihe
willinpness of the public to report crime and the police capacity w investizate, apprehend and
prosecute are the principal sources of offender numibers.  Additicually, the willingness of the



2FB Chaprer Ihirgeen

pubtdic o accepl the Goveroment's defmition, and thz Cowts” interpretatzon, of what
eanstilites A eriminal aed, and the approprizwencss of the consequent sentence, are a minor
mpet source 10 offender numizers and the major inpui source 1o Average (ime (@ serve W
custedy. The eMeet of legislative and policy changes can totally outweigh the napact of other
Factors, such as the dempgraphiz composition of the potentfal offender popelation. The
relationships between these factors and the size of the prizoner popniation are not always
ohvious. For cxample, ihe largest diffieulty in esiimating the effect of a new or proposed piece
of epislation is determining how judicial sfficers will nse e Tegislation and adjos their
sentencing patterns,

The correctional system has, throuph sentence managaiment processes and ose of commuanify
based oplions, a lirvited illuence over the average time o service in custody and, through the
promotion of non-cesteadial abernatives, & limited cacacity 1o affect input numbers,

Being prepared [oe voslations i the size and prokile of the prisoner and community based
offender population continaes 10 be a stpnificam s for the QORC There aoe o numbier of
areas of new Covernment palicy and potential leg:siative change which will have a major
impact o The QOREs aperativs, including, he groposed revision of the QUSCs Acts and
Regulations. Other changes o criminal justice fxislation will bave sa impaet un the QCSC in
the longer tenn, While the impact of these has not bezn quantified., at this stage, it 15 expected
thar they wiit reanle ie o Torther increase in prisoner nombaes.

QORC {1994 axscsses the application of computer based models of comectional processes
apd perfarmance. e paper concludes,

“The Cumirmraion coanot seeificunt]y indlecnce the aumbe: of of®emders coming o Bs
sysivim e thaie avcrags longik of stay. Ceescquently, Bodoesn’t mater by powd o meda] s
cdevelvped ar hoewe gk e dzba s, 10 wil ] aen ovencone the Commission’s irabildy 1o control
the impack of exsermal Faerors, The major tactiaez dnllecncimg the sz and comgmasiton of e
prizent popaludiont e Gevermmen podicy aod egislation, Vowever, it s impoetast Lo cotliue
with the devedapment o prodiotive models, as they provide torecase:s of nmmbers B on
curmend ipends vominmine  Soch mfomualion, al o miaimwm, peevides a waring ol the possible
st i curme ! praciice oo poliey dees nen change (g 2007

Offender Numbers Forecast

Secure and Gpen Custody

The chosen forecast modal was used to gererate o prediction of prisoner numbers For each year
Ll 2005, Forecssts were made for both males and females, and for southern Queensland and
notthern Chusensland (based on the Guesnsland Nepartment of Housing, Tocsl Governmend
and Planning predictions of regional population growth). The moadel extrapoiaies the recen
Ligh prowth trensd do Jasuary 197 oed hun sssemes prsonce numbers will prow
proportionally 10 the general CGueensland population prowth rare. The model iz essennially
baxed on the historical relationship berween imprisonment rales a2nd popuoiation growth rates,

U Oneensband Corcorive Seevices Commussien (1994 desesemigit of iz Pevefopment and Ipplication of
£orincpnetge Hogeo Uaadeds af Crerrecafoveer! Srocesies wad Peefonmono:
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tlowever, this model utilises an initiz] high growth peried 1o take sccount of the cument
unprecedented geowth rate, Tt should Iw noled hat this model fdevetoped in 19495) assumes no
chanpe in Government podicy rerating 1o the crimiral justice system.

An ovcupancy rate for each cenure is currently being delermined which will oive a berer
indicating of the optimal availability of cells across the (CSC. This will be wsed i future
planning exercises and, in particoiar, in the anaval review of the QCSC's infrastructure plan.
&5 the oplimal Groupancy rabes across the system {ie for cach centre} are yet to be detemmined,
the forecasts are shown at 100 par cent and 93 per cent ocoupancy, relative to design capacily.
In prachice, howsver, a 100 per cent occupancy rale is nol pructival, as it allows no sortingency
Mor tess of cclls due we damape ar for separation of certain ‘ypes of prisoners (ie juveniles,
vinlent offenders). Consequently, enly the 95 per cent occupancy figires are shown below {in
Tables 1310 and 1214, for anabes and females, respectivelyd, as these are more sealistic.
Woreover, the estimared overcrowding shown in the tables below may be underestimated
should the aetual usable capacity be lass than 93 per cenl.

Teble 13,10

Forecast Overcrowding of Male Prisons and Correctianai
Systemn Capacity, Queansland, 1954 - 2005

95 per cend Cecopansy

Ui:satken
Year as Seuth Narth Rate
ab Januacy Teral Quasngland Quasnsland [per Ceat)
1'9%5 L34 L) hi ]
190 453 47 £ 171
R ri s H 2683 23 175 R4
LHEE 34 153 191 Ling
LEE A3 ?13 e 1N R
A0KI0 4945 ! Zed L1556
LAl el 234 £3a L7
20z 541 3& zhl L2 L
2003 Tk 143 #hi 1351
2004 T 445 e 1241
L 236 ELE 8 1EE 2

Sonve R, Qasenglaont Coa recine Seevwees Conrssion, tedasbesciore Rlan | 2552005,

Moka Discrepancies i Falals are dis e enunhep of roaonbecs, e lce s geeeles,
{23 Dpemag ol adw Woeddiasy Carrastional Centra, scarculed 1ar pasly | 997

The forecast shows that new cell capacity (beyond Woodlord Cotrectional Centre s likely 1o
be required across the male custodial system within the planning Bme frame (ro 2003). Lhe
DS coneludes that a ngw sacure centre will be required m sonthern Queenstand by no later
than lannary (998, Nonhemn CQueensland will require an expansion o sceure capacily as soom
as possible, Towever, e QUSC maintains i is not feasible to provide this befare 1998,
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The forecast is a combined forecast tor secure and cpen custody prisaners.  The majarity of
prisaners are in secure cuskedy.  In addition, the current eccupaney rate for open custody
centres is consistently lower than for the secure cenlres. As a rosull any Rorecast delfor of cells
is mrosi likely o be reguired predominantly wn the secure cusrody program,

It is woith nating that if the currend Rirh srowth in prisoeer numbers continues beyond Janwary
1987 fan arbitrary date), actial numbers wili be higher than forecasr.

Tahble 13.11

Forecasl Overcrowding of Female Prisons and Caorractional
System Capacity, Queensland, 1993 - 2005

95 per conb Oecapan:y

iflisatlor
Tear as Sowth Nurth Faze
it Zanuary Total Queensland Quaansland (per canth
1995 2 3 1 10 .
19kh 13 b ] 1123
195 Yy i b 1774
1578 il IR B 1797
1003 i3] an [ 132 L
2000 37 43 E 1354
AOCL A0 48 5 1331
2052 az 47 ] ML
2083 af Ll 4 13249
2024 a7 By H i P
2050 L 54 ] LA 2

Snurce Dusenslant Corrective Servces Camrussion. niasho fure Blan 155352008,

Meta: { b raprassals gx2ess Capachty, Dusorapancies ir totals are due to round ng of nambers,

The forceast for female prisoners shews that new secure cell capacity is likely ro be reguired in
southemn Queensland within the planning lime lrame. Brishane Wamen's Correclional Centre
is a small centre, so 30 prisoners in excess of capacity would create sipnificant problems for
the centre, Thiy situaiieon is forecwsl v aceor hy law 1996,

Wilh the aurrent cell expension al Townsville Wenen's Correctional Centre, there s not likely
to be any further expansion required in naorthern CQugensland within the planning time frame.

Community Custody

Farecasts of prisorer numbers in eommunity cuslody have ned been underasken by the QUSC,
however, they are cumently being devaloped. It is apicipated geowth in demand for beds at
cammunily comeclions centres is unlikely Lo be a mator probien: in the short-tesm.  Forecasting
of falure comimuepity custody prisoner numbers will become an area of priocily nothe first
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review of the QC5Cs infrastrocture plan, 25 it is anticipated that it may become more of an
iwsue in the lnnmer lenn.

Other Issues

In planning the CHOSCs fulume miraginiciure needs, and sefting a bme frame for mirastricture
development, it is esseatial to wehe account of the constraint of a lead time of aporoximately
{wa veurs from Cabinet approval o the commissioning of g new custodial correetional cenrre.

The QCEC aiso needs to consider it s planning process whether it will bulldfdebuild cenires
an currently owned *footprints” ar wheiber now sites will be sequired. 1o this, the fims
eonsiraints involved in acquiring a new site and haigon with the communily are wmajor factors,
(ssues such as the siee of the correctional centre reserve Tocipriol’, coonomivs of svale, siae of
butfer zones, and lecations (for cxample, close to transpart and services yet remoke Trom
residential areas) nesd to be considered further in planning oo specific additional centres,

[3.5 Future Provision of Corrective Services

Key Points

. The QCSC afreudy applies pood praciives in resoarce munayemed, including
i eomperitive framawark iRvelefng contesmbiiity 5y tre priumte seorar.

- There iv scope to budld o HUs e fartieer ase of markel mechanisms,

The QS already broadly applies mosr of the management principies autlined in Volirme [ of
this Report, inchiding funding against outputs and the creation of a competitive framework
invelving actual contestahility by the private sactor,

The QCSC has confirmed W05 preparcd Lo onter inte [urther contrscl management
avanpements with the private sactor Howesver, the current QOS8O view is that where a
required new centrs is to replace an existng centre, the centre will be opetated by the GCSC,
The justification of this s o avaid larpe slafl redimdanecies. The Commission of Andie feels,
however, thar this concern requires further investigation. [t may be feasibile (o specify that a
successful private contractor would be required w employ existing QCSC safl, with Lhe
exception of manapement porsonne.

Competitive lendering for the construction of new  cenlres should  be cortinued  arad
encouraged. Heowever, the QOSC notes thal whether this comperitive endaring process would
imvolve the QCSC tendering against the private sector and, if so, ander what conditions, 5 aa
isgue whieh reguices firnther considemtion.

Another probiem seen by this Commission, which is perhaps sympromatic of the poor
industrial refations environment in existence, is the significant rise in the number of employees
un workers' compensalion over the periad e 30 Tune 1995 (1 48 per cent increase over 30 June
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1994, from 330 to 459007 The 19%4-05 figure is the highest tevel recorded and ihe yearly
average has been trending upswards for the past three vears. There Is evidence to suggest thal
mcusreial wnrest 1= less of a problem in the privarely-managed centres. Recend indosirial
problems it sotae State-managed centres oviginatle lraml the onion’s resistance o allowimg
cerain chaapes (o work practices, nepatisted os pact ol the Woodford Corrections]l Cemtre
agreement, to be transterred to other centres. The recent experience has reinforced the sirong
cullure of resistance Bo change still appavently existing within the public cotrectional swsiem.
“his iz alza canse for comcem.

This ratses foc consideralion the possibility of infreduciag a competitive tender arrangement
for all current correctional centres. For example, in Englngd owo pablic sector managed
commectional cenues have been “market tested” by beimg required o lender againse private
companics for the conlract te manage each centre, This proposal, of cowse, necds further
examination.

This alsa brings op the ssue of ownership of corceclional facilities,  Currenily, privaic
contracts for prrson managewent range irom aroond beo to frve years. These contracts are
obviously not long enough to justity a private comirackor purchasing or establishing a
perpese-budlt prisen faeility, which generally bes o long e spun of around 20-30 years, ot
least not withour provision for sale of rha faciliby ai a fair price ar the termination of a shorter
confract. Howsever, it managament ¢omtracs eould be construsted with such provisicns or for
a fime period comparable e the 1ife span of the phoesical assets, there s no reason why private
ownership az well as manapgemsnt of commectionai Facilities could not be contamplated.  This
suggestion should be imvestigated further,

Contracting out of some ancillary services is already undertaken by the QUSC. This practices is
cansiglent with the principles set owt by this Commission 1o Valume Tand should be cxaniined
further 1o include all areas which have the capaciey fo ke in comparition. with the private sector
and all areas which have W2 potential o be deliveced by alternative suppliers m the future,
These uncillary ssually inchade catering, cleaning, mudical services, e, Conlral aver the
rESOUTESs [0 acquire such service inputs, inchiding maigtenance, should be develved to the
loweest feasible [evel of management, with resporsibility for combining resources to produce
the reguined servies sukputs,

Recommendation

132 The Quesnslund Corrective Servives Covvnivion whoold further develop ifs
Mmarke! based resource managemen? approaches, inctuding tendering for tie
contract managemeni, and passidly the supple of. new correctional facifities
and the confracling vat of aeciffury secvices.  This includes the aptivn of
Endering far e comirac? manggepment of exisifag Oueensland Correcifve
Rervices Cormpnission carrectional facilities.

o Cueensfand Correclive Services Commission, Aarual Merformgnoe dssessment W5,
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Police Services

Key Points

While (hreensiand spendy fexs an pelicing thaa other major Siates (e pap ray been closing
rocently), the Stare ranis weil In offectiveness of palice service defivery with the exceprion of
0 few ureis {ey persowal safely).  However, tere by growing concern abad the steve of
FRfrastrpcI e avdilatie Yo supporr e warkfaree, and wirke police fuelipg Reevy demands
over the maxt ten years, « Setfer process af plannineg, fending ard alfocesing revources needs
ta e develaped.

Findings

’ Lueensiond fs 2 fow cost provifer of polles sorvices (Ner cepita) refative (6 the
otlter majoer States, aliftonph the gap bas warrowed in recent veary ax
frucensiend oy raived spending fusiter than in other Stites,

v The stunderd of pofice service defhvery i fucenstand s ar o browdy
comparable lcvel with wther mafor Starcs. o natable excepiion heing in He
acitievemen? af pervonal safety.

. Suricfaction in facal conmmunisier with the levef af service provided by poflce is
whove the netional weerige, bt within the State, there iy more dissatisfaciion in
the murilieris mnl wesiern regions, ax well ax in seme areas of He Sourf sase
Cofier,

- The police to popufution raffo has risen i recent vears, altioagh iof remuin
hefuw dhat in ather muejor Stutes. Reswucces other thao staff bave natf inereased
COMBICR NP, and Micee [e proocing canrcerh witlhin e Xeevice abont @ fack
af adegoate fion-liloir  resources [lafrastrnciurel &0 support fhe police
warkforee.

. o tire pracass af alfocaring pafice strength avound the Stite, pofftical decisions
firve eoncemtrared o palice fapehers, relafive fo vhjective deferminanis af the
paster of weel, gid thers his been fnfied atencion to the full resonrce
implications (facheding e pravision of necessary supporting infrasfracinre)

. Creensiand faces growing demands in all areey of poficing, notably fhad not
anlp) i areas af faxt popufative growil

. T meet tis depuand, the Queensland Pofice Service projeces o need fo [norease
skff fevels by 26 per cenf over ihe wexi len yeors, uid sprend 28 per cent per
CPTRNLITT PRIEHE it O rENITIECR e

. A efear conclusian ic that beter planning and resouree aflocarfon processes are
Hecded, foousing an ohiective drivars of palicing needs and euicomes desired
B the Palice Service, wnd with full rescirce implivetions faken intn meconni.
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13.6 Description of the Police Service

Key Point

. Crevgenstund i 7 fow cosf provider of pofice services {per capita} refutive fo the
wilter fmajer Stafes, wlthoagh the gup hus rorrawed in receni years as
Queansinnd s raived speraing foster than I otfeer States,

The mission of the Quecnslagd Police Service is ta serve the people of the State by prosecting
life and property, preserving peace and salefy, preventing crime and upholding the faw in a
manner which has regard for the public gocd and the sights of the individual, It s the oldea
codinuous Govermumend Depariment, cimmencing 115 service g the people of Queensland in
L¥&4  Taday, the broad steucture of the Service comprises 3 Police Headguarters, two
Chperational Comtmands, gight Regions and detached cloments with the Criminal Diestice
Commission, the Queensland Corrective Services Commisston, the National Crime Authority
and the Australian Burean of Criminal lotelligence.

The current stz of the Police Service workfoeee is $487, comprizsing 6417 sworn pelica
officers and 2.070 unsworn staff members. By nature of its service delivery funciions, the
Service is one of the most widsly dispersed Depactments, wilth 352 pareted police starions
lescated in 330 different Guecnsland communitize. The Budget Papers show that the Police
Service's 1otal recurrent expendinure for 1994-95 was $45%.4 million {approximately 84 per
cent of which was satary related), while total capital sapenditere was S350 million.

FMigura 13 3

Recurrent Police Expenditure per Capila

150
140

136

£ oer person

e -

e

e :
I'54e). 4] L] oz 1795 1924 34 1994.65

— MEW — Viz - - GA L

Sourde: Commonseallth Grants Somm:tiiar, oot ea Geneal Bewenes Grast Baliwbes, [958 Hopdale



Law, Order and Public Safaty 285

As can be seen from Figure 13,3 (above), whils the level of ricurrenl spending per capita on
wolice services e Quecnsland is lower than in othar major States, the g2p has namewed during
recent years 23 per capita speading m Queensland bas grown at & fasier rate than in other states.
Drespite the tower leve] of spending, the standard of polive service delivery in Queensland is at
eomperahle levels wilth the other major States, with the notable exception being in the area of
personal safety {see Secrion 13 8 below)

13.7 Performance Assessment of the Police
Service

Key Points

. The stendard of pefice service delivery in ueensiand i wt o broadly
coanparabie lavel with other mafor Staies, with the netabic exception being in
he acfifeverent of persopal safen,

. Satisfaction with the level of servive provided by pofice in lecal communirles is
above the netional querage, bt whiliin the State, therc is more dissatisfaction i
the northern and wesforn regions, ai well as i vome areay af the south east
LOPHEL

In zeneral, police services scck to pursue three main ohjactives: o pratect, help and reassure
the communily; e prevent crime; and o enforce the law. These objoctives wrc closely
incer-linked, with many police activities fulfiiling murc then ooe ohjective, 1n the wake of the
Fitzgerald Cammission of Inguiry (153%) and the Public Sector Management Comenission
Feview (1993}, the Police Service has developed & peiformance roview systum which provides
an overview of perfoomunce in lenns of cffectiveness and efficiency in delivering policing
SUMVICER,

Subjecr to the limitutinns of guality, conzistency, comparability and completeness of the police
perlommance indicators,' generally speaking, the indicators a3 a whole show ihal standard of
police service delivery in Gueensland is at a broudly comparable level with other majar States
{se2 Table 13,12 below). Imponanily thougeh, Queensland does weil reiaiive 1o other States on
sume muensures {ep moter vehicle theft and average costs), but does siguilicendy warse on
other measures (eg personab safery),

T Ekeeting Commiues fer the Review of CammomweallleStake Sevice Provisson, Kepact arn {overmtens Service
Frowston (98 poov-w, AGRY
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Tebe 1212
Selected Performance Indicators for Police Service by Jurisdiclion
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Tn addition 1o the abave periarmanze indhcators, deta from the Queensdand Police Serviee show
rhat the ciear-up rate of repored offences in (ueensiand has remained steady in receat years,
with approximately 48 per cent of personal cffences and 20 per cent of properiy offences being
cleareel.  Fnguires wilh olher jurisdictions reveal that the clear-up rates in Queesnsland for
property offences are simeiar to those achieved i the ather major Saves, but cleprance of
personal of fences s slightly dowr on the average of the oiber Siaices.

Pertodic surveys show that, on average, around 76 per cent of the Cueesnsland popolation are
satistied with the level of service provided by police in local comunities.'? Wirde this level
af salisfactinn it Queensiand is slighily shove the national average of 88 por cent satisfackion
it iz larsely driven by hioh Jevels of zatisfaction in the southern region of the Siae
{incorpoating e Toowoomba and Darling Dowos regions). The Commission bas ooted that
carnmunity ieaders in the porhern and western regional cenrres of the Scare, az well a5 some in

Y Criminal Jusnics CoHnmsession E1995), Prubdie dNnucdes Foweeds e Oneecsluncd Petoe Nervice
N Rpemering Ceminielbes [or e Beview ol Cumeeenweo St deevime Prossion, Bepost an Croverames! Sernee
Mrovgear FOUS 2173 AGTPS
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the metropalitan areas of the sowth east comer, are far less sarsfisd with the level of police
resoukces and the corresponding standard of service provided,

13.8 Adequacy of Current Police Resources

Key Points

. The palice e popeudation ralio lias risen in recem! years, afthongh it rewiains
bafow thrat in ather major Statex. Keyourcex sther than xvéaff have not increased
commensarably, pand therd 5 prowing eodedrk witlin the Servive abeut a fock
of adeguale non-lobosr resonrees (infrestreciore) o sapgort the podice
warkfarce,

. fit the process of allocaning pofice sfrangth grond the Niate, pofitical doclsfons
fritve concenirated on pofice numbers, refathve (o ebjective delerminants of the
putiern of need, and there Quy been lnvited sifention fo the full rexsurce
frpliearfons (Incdnding e provislon aF Becessiry supporiRy INrasirkciare).

Staff Resouyces

Despife laree popaialion growth o Queenslond dorieg recent years, the police Bo population
ratio has risen froen 1:538 in June 1985 10 2516 in June 1995 However, on this police ta
popubalion messare of podice strength, Queensland bas less policicg than the other major States
rsee Table 13130

Tabie 13,13
Comparative Falice Strengths, 189495

Police o Population Ratic

flew South Wales 1 4
Victor.a 1 14K
O sdand 1 . 6IE
Buuth Australia 1 - &0
Weslar Asstesha 1 . 407

Bowroe, Steurmg Comnmmblee o0 the e ol Gornn e e Slale Serve Frosvin,
Rapod an Govermnant Bereece Provicion V9959, p 373 AGEFS el fondrabar, Hoesag of $atimiig s

Acrsirs st Canapraphoe Batrsbez 210120,

While thesz police to population ratios bave traditionally béen uged as measures of the
adequacy of resources and service delivery, their relevance has diminished wm recent years,
These ralios say it abeut the adeguacy and cquily with which police officers are dismibuted
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arpund the State, nor do they reflect the charadlerislics of the population That is keing served or
the effectiveness and eificienzy of police systems in delivering policing services.

As outlined in the previous sechion, peoole in regional centres of the Slale {outside of the
Southueen region} buve cxprossed some concem at the standard of service delivery in their
areas, pnssibly reflecting inadequate levels of policing staff and resowces,

Tae number and the location of palice officers in (Jueensland have aditionally been
determined by 2 process in which politital decisions (to increase police aumbers in particalar
areas) appear 10 have plaved a significant role, ralative v ubjuetive determinants of the parem
af need. There bas appasenily been limited regard to the Ul resaurcing implications of such
staffing decisions. ‘These sorts of existing planning processes may well have contrthuled o
the current deficicacies that the Police Service acknowledpe exist o its service delivery in the
Atale. For example, the Palice Service imform the Commission that staffing amvangements in
srhidller rural statiems mean that police officers have to deveie foo muach time o sdminisirative
matters, sod ned coovgh time do pro-active policing. Further, rigid penaley rate systems mean
thar the rostering on of operational police officers during peak times of dethand is sometimes
limited by budgetary constraints.”?

In suburban centees, studies by the Queensland University of Technology' have revealed
strong covnmanity suppart for Police Shopfroals, which are desizned to incresse the visible
preseoce of the poltes within the community. This suevey revealed that 86 pet cent of people
believe thar the presence of police in these shopfronts alleviated the fear of crime, and that the
awmber of criminat icidents full significantly whore shaplronts wers in operation.

While police visibitity appears 1o bave helped in delerring erime, comments frem orher
wencics in the criminal justice system regarding crime solution indicate their belied that there
15 lack of adequately wained police investigatcrs in the State, paiticularly in the south caslerm
region, Adccording to ke Dirsclur of Poslic Proscenlions. this deficienay bas come about as a
rexule of @ lack of standardized training and insteuction, partizolachy with regard to Juvenile Ald
and sex oftences. Funther, tiie Conectional Services Coumrmission argus el the cument syslem
of determining pobice stalfng levels (using models incomporating, amang other things, crime
statisties) i doing a dizecrvice fo the Stata’s fight against coime, diverting attertion and funds
away o progeants taraeting the pnderiving causes of ¢riine.

Buildings and Equipment

The Commission wias advised that there is growing concern wilhin lhe Pobice Serviee about a
lack ol edeguate non-latsiur reseurces 1o suppoar the workforce.

o The Servize bas recestly atopted a sl alociaaon medel whizh akes seeonnt gl general Facters such gs
pojpulaciow, srms and traffie, and spacial Faetoes sech as disience, toorism aml ponls Hoveeser, dhe ssodel dues
nuk prowedke o comprehensive guide wothe 0] neseuree sosts invelsed with disteibating police ffTicers arouned
thie Stane

" AR part of the Emceprise Barzaining proscie, 2 19 per cert Cpesational Shift Allewance was idioduced oq 27
Sy 1993 o Jew of eflemeon, evening and weckend shill pensitics.  This allewsnes i now paid o
appraxiemately T5 per gend of apecational police, s his proved eflective o rehewmg some of . badgeiny
COE L outtiscd ahows.

T Qaecnlund Universily aF Fechandagy [P395) Sevvey af Covmsnngy Percefiica of Pelice Shapd ents
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While police trust bz supported by aood quality and good perfarmance aquipment, e current
Governmenl budgetary framework only has a few areas in which iunds are formally
recognised as being for capilal purposes. For the Pelive Sorvice, these ace limited 1o Capital
Worlks {Property and lacilities) and Vessal Heplacement.  While the Ssrvice has received
special Tunmding for information techinclogy equipment, tadio communicalions equipment and
momr vehicle replacemeant, cther true capilal inveslmends {for example, scquisition of o new
capability or a substantizlly uporaded capahibtyl are nor specificaily idencified, and are
currently Nnanced out of base funding under the guidelings of strategic asset plans.

Figure 13.4 highlights the face that a divergent trend has occurred Berween the number of
prlice afficers and capital expenditure in the Pelice Sevice,

Figure 13.4
Capital Expanditure per Sworn Officer in Queensland, 195091 15 19%3.9%
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The Paolice Service has an extensive communications  infrastenchire which  hag hoen
progressively developed over many years, but the Secvice intormt the {omoyission that in
recent fimes, it has lad insulficient investment applivd o provide the requiced quantities of
mpdern equipmens and to meet the needed network expansion. As such, the Service bebieves
that a murkod obsolescence now exists in the nepwors, and ihis deficiency has been mel by an
increasing suppt eequirement 1o kecp ageing equipment servieeable.  According tiy bhe
Service, most of this communication equimment reeds 1o ke either replaced or signiticantly
upgracked over the et Ove yours, whitle there s also w oced o provide addidienal raolio
commnications in specific geographic areas where operational policing requirements have
inereased,
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oy terms of [and and buildings, the Police Service controls some 1084 propertics auross
CQueensland,  The Service currently manoge esistiog wed new Tacilitics using various asser
muanAgement strsterics and Tacility development programs. These asset managemand strategies
are relatively new, and the Service advise the Commission that existing planning processes lor
land and buitdings bave led 1o some imbalances in the orilisalion of facifizies. In the Drishane
metropalizan area for example, thare is currently an imbalance between overcroweding in some
tacifities {particularky Folice Headquanters) and under-utibisation of otherz.  These suns of
inbalences mauy well be the reselt of exisling planning processes Riling 1o rake account of the
fuil rescurce tmplications of distributing staff around the State.

13.9 Future Demands for Police Services and
Resources

Key Points

- Creenciand faves growing demands in oll nreay of paficieg, noighly {but not
anlV} fe arags af fast propalation growth.

. T mieet ihis demand, the Queensland Police Sarvice projects a need t fncrease
xinff levels hy 2 per cemt over the naxt tew vears, aiif spend 25 per cont per
S et o Ifrastrictiee.

Demand Projections

Despile the provision of growth [unding and additicnal stasff resources in recent vears, the
usensland Police Service still faces heavy demands in all areas of poticing. Many of these
demainds are most pronounced in the south east comer of the Sate, and in the large provineial
citivs, The Service has become increasingly concerned dhal, oo present trends, the fevel and
mix of resources likely o be available w0 11 will not be sufficient to continue o meel fhese
demands g Queensland enters the 2131 Centary.

The Police Service musl shrive 10 achieve itz abjectlives i a repidly changing souvial
etivicomment, which places heavy and conslantly increesing demanmds on policing services.
Trnig social envirenoment mchides changing demographics and socio-cconomic circumsianges,
as well as evolving crime trends. 1t 3s estimated by the Austealian Burcau ol Slalisties that, by
Uiz yuar 20000, the popubatien of Quecnslamd will excesd 3.6 million, reprasenting an increase
of almost 25 per cent over the ten year pericd trom 1991, Population growth i the South
Eastern, Morth Coast and Far Morthern Polics regions will be purticularly seniftcant, with
urowih in prigoner avmbery of 87, 66 and 49 per cent respectively forecast for these arezs in
the ten vears to 2001,

Sienificant socto-economic factors impactiog an the Jemand for police services imciude an
increasing distocation of family and tradiional values, increased diserepancics of income
helween the wealthy and the poor, comtinning high levelz of unemployment {paicularly
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among the voung), sid the growing importance of fowrism fo Queensland’s economic base,
Further, the mature of crime &3 alsn changing, with moere erime being organised and
sophisticated, thus requiring more protracted and sophisticared investigations.

Resource Requirements

On the baxis of putential fuiure demand for policing services, thz Police Service has estimated
the futore resource requiremends (for both personnel and infrsiceciuee} thal woald he
necossary to maintain the curmrent standard of service delivery in the Srate, utiising current
planning processes. Tahle 1304 (below) shows e proposad additional police and <ivillan
positions that the Police Service beligves will ba raquired inthe next ten yaars.

latle (3.014
FPropoced Additionzl Police and Civiltan Pasitivns, Queensland, 1995-96 10 2004-05

1908-90
190595 L9697 1097.88 Sukixtal te 2004-03 Subtotal Totels
Fr s { L 213 115 .25 X 165 per pear 1120 1420
Ziwbang fungworn e 13 b 50 cifh b par hthh b

Sourca: Queensland Mohge Service {1595, jwwaros the B sl Cenlnoy Fesewioe Sroedivs for the Qoesnsland Belece
ferdce, June 1595,

Oiver the next 1@n years, this repteseils a1 increase i total police staff of 26 per cent, with the
nurther of sworn afficers and unsworn civilians increasing by 22 and 38 per cent respectively,
I'he costs assostard with these addivional police and civilize positions for the len vear period
i estimated by Hie Service o be around %190 million  The Service imforns the Commiscion
that the ruenber of additional pokice officers propesed over the decade has been determined on
the basis of the needs ro he met, the capacity of the Seevice bo reerit and train olficers and the
reptacernent of officer attrition, while the additional civilian 2mployecs will altaw the releass
of police afficers o retum 1w eperational dulies.

In addiessing infrastructure reguirements, the Service must consider capital works. information
techmology and equipmenl needs (ineluding vehiclest Wilh analysis of pepelation growth and
movement, wban residential development and the impact of commercial ackivity {such as
fonrism) on operational denods, e Service has ddeadified infrastruciure aeeds n cxeess of
LAl mullion over the nexr ten vears. The Police Nervice's Physical Aszets Swateo Plan
shows that it projects a need to spend this meoney ak reughly 330 million per annuwm, and this is
aroung 2% per coni higher than averye ser annum capital expencditors in recenl yeass,

These identiled wfrastrociure oeeds include. new and replace:nent Police Stations and District
Offices, upgrading and extansion of exisrng facilities, new facititics for special sguads o
Dop Squad, Water Policed, uparading and replacement of watchhouses, fand acnuisition, and
new and aperaded communication, infonmalion menagement and crime deteclion squipoent,
Also included in these estimates are provisions for collabavative arrangements with the
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Oueensland Finergeney Services for joint compieter sided dispaich and communication cerires.
These inttiatives have stemmed trom the Pablic Sector Manazement Commission review of
both ageneies.

The Palice Service believes that the resgurces putlioed above would allow Queenslond 4o enter
the 215t Ceniwry with a well trained and cquippued pubice service of adequate sire, optimally
distribitad thronphout the Sfate, and with the technologies and work practices o enable it 1o
carty out the critical funetions of pelicing at least as efficiently and cffectively as current
Py ision.

13.10 Conclusions

Key Point

. A clear conchesion s thot hetter planning and rescarce affocation preocesses ore
reeifed, focising on olfective drivecs of paliciog neads and onfcomes desired
by the Potice Service, and with fiull resource nplications wken fnte acconnt,

While the fight spainst crime misd he addressed concurrently on a number of fronts, ¥ is well
accepted that the State needs an adequately resourced and well trained Police Service 2s vne of
these ciime fghting tools. Given the demand projeclions Tor police services, it s eritical that
changing priovitics do not concentrate attenhion oo poluwe numbers while ovetlooking the
nportance of providing the necessary infrastructere aod other ooo-lahoor resovrces required
10 suppart them.

The Comumnission scknowledzes that the Service bue made improvements te s planning and
resonree allogation pracesses in the dast three vears, and this iz evidenced by Police Service
dociments such as Towereds the 215 Cenfery, Resource Privrivies for the Queensland Poadics
Sereize.  Despite these reeenl enbanceinenls hoovewer, the Commission stil] believes thar a
better planning process s nesded, consistent with the srinziples set out in Volunae | of this
report. Sucl a plamiing process would enswre thal decisions are made un the number and the
allocation of polics reguired 1o deliver polizing sutcomes agreed with the Goverrment, in
exchange for tunding. and that decisions are made with regard to the fidf resaurcing
implications. T imepariant that staflieg, nfrastenchre aad indeed off resourcing decisians are
integrated, and rthat the management ot the Service’s annmal resouwrce allocation s el o
managers within the Service itsell, at the approprivte lovel.

“he adoption of such planning processes will ensure that police are supporicd by adeguate
infrastractuce, aud thal all stedl are suitably trained to usc the enhanced equipment and
iechralogy that will become available as we maove towards and wto ihe 2 Tst century, Further,
such new planming pracesses will alsc highlight the full benefits and resource nplications of
the swrrent initiatives of the Police Sceviee fo develop shared infrastructure relatonships with
the Clueencland Umergency Services.
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A Hfull resource imeplication’ planning orocess must oo haned in hend with an oulpe approach
w funding and seivice delivery, on the principles set sut in Volume 1 of this Report.  An
explicitly output {and ooleenw) based planning and budgeting process has been used
successtully i Wictona, for example, in the achizvemant of signilicantly improved road salcry
by linking funding explicitly to outcome obiectives, with the Police Service then motivated to
conrinually explore inkiatives 1o deploy Il4 resources so oas Wom@Kinise anpoct o msjor
oufcorne measures, In Queensland, there is apparznt room for improvement in certaim areas of
Palice Service delivery, parlicularly in the achieverment of personal safety  as already noted.
As the Victorian experience sugprests, an explicitly outpal or outeome based plenning, lundiog
ard mumagemnent approach could be suscesstully used o larget and improve (he achieverment
af persanal safely in Quucnsla:d.

Recommendation

[33  Fmproved planning and hadgeting processes ace requlred winder which e
Gaverrment shauid provide funding appinst specified policing  ouicopses,
comgrehending helr Sl resenurce cosfs; and the palice service shonilid
Ferermine the alfocation of i wverull rexources, inchiling police, fo ackieve
the Hicomes.
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Fire Services

Key Points

The Queensinnd Fire Service appears to b maore effective in its delivery of firg services Hoan
sinifar agencics v other Shives, partly Inflienced by favenrable climatic conditions in
Oueenxiand,  Netwithsiamding this revolf, frefighting ressurces ure currently diviributed
rravenly around the Siate, ond improved plgnning processes will be peeded o correc this
urneven distribution as the desmand for fire services incregses over ike nexs fon years.

Findings

. Oueensiand lex hetwees New South Walex and Victoria in per capity spending
of Jire servioes, with the ymln solirce af fuhidlng being o Ntaee fIre fevy,

. The loss of life and propeety from fire jn Queensfond iy lower than in the other
weiafor Staies for two reasons: ihe effecttveness of the Queenslond Fire Servive;
and favourable climatic conditions.

. Fireffphting resonrces ave currently disribieied anevenly around the State,

parily for hiistorical reasons and perdy becwse peliticel decivioas have
apparently had fimited repard o siandordiceq plansing processes wiich would
locaie resources gocerding fa fire risk-weighied necd.

s Staffing practices conmgin anomalies and cord inefficiencies, aod the Fire
Sarvice i comcerned hof o growing propartion af iy infrasfruciuars
(particiiorly bullfings and agripntent) has gged 1o unaceepioble fevels.

. FEhite there fas beerm some coaperation under the joint Queensiand Ermergency
Services wmbrella in shoring infraxviracttce hetwesn the Fire ganid Anbulance
Kerufoes, Miere may B2 muek mare Soppe for  resolirce sharing  and
ratinnalisation af sorte funclipns and acrivities.

* Rest practice for the altecation af Ffirg risonrces appears e be vig
comtemporary stendards, teking acconne of the fire rivk associated with off
regionx in the State {thal i, fire rick mappingl. Given prawing demonds, sech
@ approgelr fs needed fo achieve maxhnum serive fromy e avaifable
FESGNITES,

. The wmain conclusion is that improved planeing processes are requived which
are baxed on the coverage of fire visk iy Wie State, and which inke aeconnt of
the full resotirce impiications of decisions which are made, incliuding ihose in
regard fo infrasiracttice shiring.
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13.1 [ Description of Fire Service

Key Point

. Cueensiond lies between New Sonth Weles end Fictoria In per caplta spending
on fire services, with the main source of funding Being o Stafe fire levy,

Prior w0 1989, fire services in Queensland were provided through 81 separate Fire Brigade
Hoards. Twuring 1980-00, legislation was enacted to create a single fire service in the State.
Today, the Uneensland Fire Service i3 a division of the Queensland Emergency Services
department, along with other divisions ranging frum the Ambulance, Counter Disaster and
Sttewide Services 1o Fair Trading (Consumer Affairs) and Corparate Services.

The Fire Service's operations are primarily fondeil by a compulsory fiee levy on residents of
the State, wilk legisiation enabling collection of these leviss by Tocal Gowemnment. The
Service is responstbie for the protection: of persons. property and the environment frowm fire
and chemical incidentts and the rescue of persons frapped in vehicles or buildings.

This role inclides a range of services relatiog to fire prevention, sducation and adwvice, as well
as funchions Involving imspection, investipation and prosceution aimied al enloreing compliance
with fire safeey and hazard redoction.  As such, the Service is structored with a Coordination
cnit, a5 well as Urhan and Rural Operations divisions.  Within Urban Operations, the State is
divided [nto seven Regions, with Megional Offices in Caims, Townsville, Rackhampton,
Marvborough, Toawoomba, Brishane end Becaleigh,

The Llire Service currenlly cmploys 1,830 pennanent urkan fivefighters and 2,160 auzeiliary
firefighters, with an additional 46,579 volunteur frefighlers Cocleding 2,402 fire wardens and
728 chiel fire wardens) also registered. These staff are locater throughoul the State in 242
crban fire =tations and 240 rural fie stations.  According w the Budget Papers, the rotal
recurrent expenditure for the Firs Service in 19%4-93 was 51108 million, with capital
expenditere for the year tetalling B10.3 milion.

Figure 13.5 (below) shows recuwtent fire service ewpeniliiure por capita in o number of major
states. While the leve] of recurment fire service exzenditure per capina in Queensland iz clearly
higher than in Mew South Wales, Vicloria spends the most ameng the major Sates, largely
becawse of the cost inefficiencias “esulting from provision of fire services arising ffomn having
rwo separate muiharitics {the Metrogolitan Fire Brigade and the Country Lire Authority).
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Figure L35
Recurrent Fire Expenditure per Capita, 1990-91 to 1954-55
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13.12 Performance Assessment of Fire Services

Key Points

- The foss of life and property from fire in Oweensiand I5 fower than in the other
mugfor Staies for e reavors: the gffectivensss of fhe Fire Serviee; and
Javeuralbie climtatic conditions,

. Fircfighting revovrregs are carceimly ditribiad inevenly around the Stare,
purtly Yor historical vensens and pardy hecause politicel decisions have
apparently had limited regard o standaridised planring processex witicl wanld
focate rosanrees aeodrding 1o flive riskowelghied need.

Witk the facus of fire service delivery in Awustralia rradually shifting away trem simply fire
suppression” towards fire ‘prevention and suppression’, the Queensiangd Fire Service ulilise
key performance tndicators of hoth the elfecliveness and the cfficiency of ils Bre servize
defivers.  While fire services have traditionally measured thewir success based on inpt
mcasutes (for example, numbzrs of fire units and frefighters involved at o fire incident), the
Service, where possible, has shifled it focus tewards outpul measures (foe cxample, the rate of
fire deaths and injiry?.
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Effectiveness Indicators

Deata Mrom the Awsiralian Burcan of Satislies’ Caese of Deark Release indicates thar accidental
deaths cavsed by fire and flame {per 100,000 populetion} in Queenzland are Jower than in mast
other Avstrafian States, aud lower thay @ many olber countrics. Tn sddition, the Firg Service
estimate thar property fire damage in Cueensland is alzo similariy low By Acshalian and
intematignal standards. While the etonts and <he expertise of the Service in mbnmising doass
from fire in Quesnsland i3 to be conunended, this cusull has alsa buen influecneed by the fact
that Quuenskand has a lower (e threatl thare in soidhern States, and in many other countriss ™™
“he vetarively low tire threat exizis for the following teasons;

. the elimatic condilions m Quesnsiand ame bess favonrable tor fire than in zouithem
States {that i, the rainy season in Queensland vsually coincides with the homest
pari of the yvear),

- there are Fewes howse fee hoards inoa warener climate; and

- fire safely lepilation in Cueensland has been effective m alering building
practices © minimise fire and peovide fire prevention and suppression facitities,

Movwthesanding theze ciimatic and legisiative influences, rthe Queensland Fire Service does
pettormo well o its efforts o mimimise loss fvom fire 10 the State,

Efficiency Indicators

Ag Tahle 1305 (halow) shows, Queensland iz one of the highest spending States in termis of
wta] expendiiure oR Hre service defivery. While the coresponding, cutput of the Gueensinnd
Fire Service (loss from fired i better thao in olther Siales {parly infleenced by climaric
conditions), i iz apparent that the evaness of the coverage af Queansland by the Fire Service s
Aot a5 zoed a5 in the other major States, The Service nfonm ihe Commission fhat thers are
curcently excessivi numbers of fire stalieng in some arcas of ihe State fparticeiarly in subutban
areaz), and considerable under-zervicing of ciher areas (notably in rural greas),

" Quecteland Troasusy (0590 A Bepare an an Kealiation of the Quasensbed A Servece Progeom, pld,
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Table 13.15
Total Cest per Capita of Fire Service, 1994

Cost per head
State o Populaticn (% per person)
Victena 44
South Ausiralia 47
Queensfand L
Mew Sugth Wahes 38
Western Australia 36

Sourca Quasnstand Tire Secvce (1995, Oraff Dire Senvece Dafey Pehicy.

The reasan for this uneven disichution of revaurees 35 beolold. Ficstly, the current placement
of fire stations is a reflection of the former [disjointed} ¥ire Hoard system in (ueensland.
I‘urther, the fire stations were buill sceording to méividual and political influences, with little
regard o pogrulation trends or the five risk profile associated with the regions in the State {ie
the actual demand for five service coverage),

[3.13 Adequacy of the Fire Service’s Resources

Key Points

* Staffing pracilees contuln anomailes end cost Inefficiencies, amdf the Fire
Nervice I concermed ot o growing properfion of s infrasriciire
(pearticrlariy beaeifdings and equeipmeniy e uged te unoeceeptable fevels.

. Wfeile there has heen somte cooperation urder the foint OQueensland Emergency
Fervices ambrelle ix shaving infrastruchire benecen the Fire and Ambilanee
Kervices, there may be muel mare scope for resource sharing  and
rationalisarion of sawe firnctions swd activitles,

Firefighting Staff

Fipure i5.6 (below)d shows the population protected pev wban felighrer (full-time jHus
auxiliary swaff) across the major States. O this firefighter per person measure of lre serview
strength, Queenstand compares Favourably with the other States. However, these fignres shed
tirtde light on the adequacy of the distribution of [refighlees acound the State,
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Figure 13.6
Population Protected per Urban Firefighter, 1995
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The Queenstand Fire Service believes that there are nsofficicnl rurzl firefiphters in the State.
In termrs of urban staffing levels, (e tvpical numter of crew members on a standard urkan
putzper in Queensland is one officer and pwo firefighters (1+23°" The averape stalf lovel in
ather States is eloser 1 143, and the Service believes that this is an aperationally sound
bench:mark (but not necessarily a ninimum standard) that should be steived for as =
rediun-term lacgel in Queensland.

lmpostantly, the staffing policles cumrently wsed by the Fire Scrvice are & mixtore of systems
inherited Trom the previsos Fire Boards system, The Service informs the Camemission that, as
a result, there are many cases in which staffing amangements are aporopriate io terms of stall’
allocation, and cost mefficient i izoms of the mix of fufl end part-lime workers,

Firefighting Buildings and Equipment

The Fire Surviee advises the Commissicn that a growing propertion of its buildings and
eqiiipment has aged beyvond acceptabie levels.

The nuture of fire survice delivery means that the Service is heavily dependent on its physical
infrasructure and equipment.  ln rerms of buiidings, the Service conceds that there are
number of penmanently staffed fire stations in the larger cities snd country commapnities within
Cueens.and which were constructed in the early part of 1his century and which o lovger mest
the needs of the staff or the equipment now in wse,

A tecent sfody conducied by the MWew South Wales [ire Brigade on the econgmic lite of fire
service wehicles found that vehicies older than 15 vears (for pelrol) and 17 years {for dicsel)
are nob ceonomic o omaintain.  The Queensland Tire Service has a front line fleer of 427

M Cupensland Five Service (1995), Natioial and farnationnd Fire Serve Sueary



A0 Chapeer Thirteo

witticles, witli the majority being urban pumpers, and 151 (42 per cent) of them are alder han
1% vears, Thus, the problem ol ageing vehicles is @ pressing issue for the Service, and it 15
currently formulating plans to upprade s vehicle Meel

In terms of equipment, the wajorily of Nire siaticns within the Stote operate with eguipmem
supplied under the previouz ire Loard system, and there is no standardised eguipinent
inventory.  As such, the Service infonms the Coemmission that eany stations kave items of
equipment wiich are eiber antiquated, vnserviceable o have o application in modemn
tirefighiing practices, and this 13 particularly the case in some rural and remare skations.

Location of Fire Stations (Fire Cover)

The Commission was advised that the curvent plagement af tire slations means thar resources
are cistributed upevenly around the Slate.  The majur reasen for this s that existing fire
stations were located aceording o political whim, with litle regard to standareized planning
processes. White there s clearly ne absobutely vight answer i terms of the standard of fire
setvice defivery {zera fire risk s unattainable), ulther major States lave allocated thaic foe
service resources according to contemporary standards, taking fi:ll account of the fire risk
agepcialed with all regions (e, risk mapping).  This type of planning process is called a
“Standard of Fice Cover', and i utilised in many coundries, including the [nided Bogdan, the
Unided States, Canada and New Zealand.

In recent yeers, the Queensiand Vire service has worked o develop a Standarnd of Fiee Cover
for the apphication of reseurces across Quesnsland, and atier several stages. the result has begn
the development of the draft fire Seevice Pelivery Podicy which was released w the Unions
aned the Assistant Commissioners for comments eacly this year. mpodantly, new fire stations
in Cmeensland are ewrrently huiog lecaled wsing contemporary standards which are broadly
consistent with those cotrained in the drafl report.

Shared Infrastructure with Other Emergency
Services

The co-location of the Chiel Executive Qlticers of the Cwmeensland Fire Service, the
Chueenstand  Ambitlence Service and Counter Disasicr Services within the Queensland
Emergency Services promotes the exchange of ideas, and benefils do secrue to the community
as o tesult of this diabogoue,  The organisations have reglised some positive outcomes From
proposals for joint infrasteucture usage ineluding:

- shared repeatet sites for radic communication:

- lwo il OQmeenstand  Fire  ServicerQueensland Ambulance  Service
Commuonication Cenires 1o he comploiod sl Toowommba and Caires;

- comtinued development of the joint Cuesnsland Cmergeney Services Compuler
Aided Disgatch pregram., and

’ reoposals by develep juind firefambulance stations at Edmenton and Caboolture,
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Whilz the benefils that can result from joint facilivy projecrs have been recogrized by the
emorgency services. fhe wmplementation of such projects has been difficult and flawed along
the way, possibly because of the purist bureaucratic approach. -~ Tribalism® wilhin the
permanent services (particelarly Fire and Ambuolance) is entrenched, and while the apencies
cooperate effectively and professiomally, there appaas o be linle desire to charge the status
quiy,

While the adaption of planning processes which take avecunt of the Tell resource implications
af *sharcd” relationships would greatly assist the agencies to identify the hemefits of joint
infrastructure, clear potitical sepporl would also be nesded 10 counteraet entrenched resistance
o such changes. Impottantly, the Fire Services in rther countrics oporsie with joint
infeastructure, with stations across Germany and in parts of the LUnited States and Canada
containing standard firetighting vehicles, as well as ambulence vebicles with paramedics on
siie.

13.14 Future Pemands for Fire Services and
Resources

Key Point

' Bose proctice for the offocafimn of fire resavrces appenrs e be vii
contermporaey stamdards, faking account of the fire risk associared with aff
repions in tie State {tha iv, fire cick mappingh. Given growing demands, such
an approdeh f oneeded fo aclieve anocprem service from the available
FENGHErOES.

Demand Projections

Despite the fact thar thers iz na approved Standard ol 2iee Cover n Queensland, the Fire
Service doss curtently use contemparary planaing tools o develap aptions for the provision of
infrastructural snd <tafling noecds. As always, the demand for Are services in Queeastand aver
coming years will be dtiven by population mrowth in Cuoensland, the localien of the
population, climatie conditions, and the iaherent Hre risk of the buoildings and industrial
shuceures betng erecrad,

(e of the mosl impostanl demographics in the State which will drive the need for tire services
in coming years is the rapid expansion of roral residential develupment,. Theve Js growing
demand for structured firefighting services m@orural areas, and the Fire Service forecasts that an
gight per cent per annum prowth facior for new Brogades will greatly assist to reduce vast
Rural Biizade areas to more manageable sizes, leading o morn responrsive rursl residential
brigades.
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Witl: forecasts of continued State-wide growlh in population, the Service informed the
Comnmisston thut it will continue to allocate resources according to the ghidelines from
contemporary fire risk mapping. bur it antizipates endovseimen: of its Fire Service Dulivery
Policy in the near fuiare,

Resource Requirements

Acconling 2o the Fire Service, it cannot sustain the existing tevel of fire service delivery within
the present level of funding becaose of

. the cumrent incguitics in both funding and service dafivery;

- itsulTictent discretionary funding is avaflahle for key areas such as fleet
replacement and capital waorks; end

. the Service cannct debiver significant staffing increases with current fnding:,

Criven the growing need for fire cover in the State, particularly in rural aress, the Service has
walimaled the Munding thal would be reguired to pravide fire services art teast as etfectively as
current proviston utiiising current planning procasses,

Wilh repand 1o the poidelines from risk mapping tachniques, the Five Service has identified
mfrastructure needs of BE7.2 million during :he aest five vears, The Service plan 1o spund
these resources at an average of 520 million per annum i the next three years (around 30 per
cenf per annum higher than the average of recent years), falling (o around current average
levels (312 million per anpum) from 19992000 opwaeds.  Inecluded in these estimates are
provisions for: mew snd uppraded fre stalions, sipnificant vehicle purchases; equipment
rperading and purchases (paricnlarly communication equipment) and protective clothing
purcheses.

The Fire Setvice believe thae the resources outlined above would erable cmerging fire service
delivery requirements to Lo met, mud allow the standwrd of fire service (o be maintained ar leas
al current lavels.

13.15 Conclusians

Key Paint

+ The wrein conclasiva it Dnproved planning pracesses qre regicived wiieh
are based an the coverags of fire visk In the State, and which take acconns of
ihe full resoirce implicatfons of decisions wihicl sre made, inclading thase in
regard b infroxiructiire shoring,
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The pressing sssuc for the Cueensland Fire Service is that the demwand for its services will rize
over the next ten years, but itz fire stalfons are noel adeguatesy localed b mect this demand on a
continuing Basis, The Fire Yervice must manage i resourses o minkniss losses of life and
properly by [re while ensoring an equitable provision of iis services, The Commission
therefore agrees that the Sarvice should cordinoe to siwive for cndorsement of s drall Fire
Service Delivery Policy, and adopt a plamning and budgenng process which rakes account of
the fu’! resouvrce implications of mplementing, this policy. I applied prospectively as well as
retraspectively, such a plamuing process will tmprove operatinnal perfonmance and oost
elfectiveness (possibly within existing jevels of funding), 25 well a5 making clearer the
adequacy or otherwize of the Service's infrastreclure.

The Comrmission also buleves dial there may be infrasitucture and other resowrce sharing
possibilivies (particularly sharing of land and kuililingz) hetween the Cueensiand Fire Service
and the Queensland Ambulance Service, consoiidating on current proposals to build two joing
Facilitics. There may also be scope (o raticnalise some fooctions and activities. Further, the
adoption of 2 “full resource’ plamning procass would preatly assise the apencics fo clearly
idemiify both the resource implications and the benefies of snch nfrastruerare sharing.
Mewever, implementation of joint infrasirueters projects would have to be backed by clear
palitical shpport (o cotnteract any entranchad resistance ta the changes

Recommendations

3.4 The planning and resovrce aflocation processes of the Oneensland Fire Service
sfrenslid Be re-bused explivithy vn standurds defined in teriw of Spadial coverage
af fire risk, wlopp the Naes gar oiy in the Fire Kapvfee's drafy Fire Service
Delivery Policy, considering the full resosiree implications.

135 The Governmtent should establizl o laskforce fo Mentifv the scope for resenrce
sharing batween the Fire and Ambulunce Servives, and for retiomalisation uf

fheir firetfons amd aotivirizs,
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Chapter Fourteen

Local Government

Key Points

Lova! povernments in Qieensland carey our siore vervices Mhan those in other Stares,
paciienlarfy in urhan wiler aind sewergge.  There in wide veriaing in fe population il
gren base af councits, fram e largess iy Ausieaffa (Seichane Oy fo seme of the sialiest.
Mary are dependunt on the Stete Budger, ead ovee 108 uve own soerce revenues gnder 5211
million, wunid these framd ondy twa-tirds uf their pwn expexditure. Neforms are necied it te
20PN SIPECHERY, expastire 1o competfiion, aid oler wspecty.

Findings

. Quecnstand fras the highest per capite catlays fur focal prvernment caompareid
with thez ofter Staies and Hre Norfllern Territory.

. Focal goverpment in (weonsiond & dominated in size of revenae and oniloys
b 37 Conmeifs: many of the reiaining Coancils havime a revense buve wihich
depends an graniy ord sxbeidies from ather lzvels of povernment.

’ e foced poveeninent sector plays o sigoiffeant role i infrastructiure proiiseon
i arban waver ard sewerage progranes, awid noa owide rasge of ather
cemerRiny xervicex witkel wre delivered claxe fo the conmmnity they sarve,

. The application of patiomid compesition paifcy fo the lacal government sector
in Chuecrrsland will vequive 17 corncils io be subject i cvmpetitive mendeality in
xervice pravisicd, bad will ned he subject fo gny requirement for compatifive
fendertng, ANl Cownrcits will neeil fo exwinine their service delivery and coxe
strucieres fo deliver efffciencies, particrdorly in infrasirictivre provision and in
the wrhan woler sector,

. Fhe focal govermmoent secior madiowalle 5 in the provess of developing
bentchmarhs for the effivieney aod gifectiveress af service defivery, and
cennrciie i (ueenstimd will nmaad to measkre performpnce aauinst Hrese
henclimarks, aud this wifl incliede an examiratinn of efficicicies to be vbiained
i foeul governement frenn a review af the houndaries of councifs, piarticulirhy
in provincint areds.,

. Processes woed oy be lmpfeseented for the fetegration of stave and ol
Zowermmeny plunning provesses fo ensare raf efficiencier are mavimived
Hreonglt e courdimidion af infencirnctiee development.
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Recommendations

4.1 The Goversmmignr sfioxdd ensure Wt natieaal competizion poaficy is applied in
focal gevernment so thad:

. caincils which fieve sigrificant bavinesy aotivities muvimive efficiencies
Hrvouol competitive fandering:

. councils covered by He valuntary Code of Compasithee Conduct apply
flre Code fully i their operetions;

. there are inceriives for councile o parficipete i the  moficaosd
competiiion refari firacess) aid

* the focal governsent secior miplercnds the rafevail reconmradndaiions
oa walter refarae set cat in this Report,

.2 The Government shonld develop a plenning frameveark which ensares effecrive
coardination af sfate aud focel governpreni infrosfrociare provision amed
KIXTHESEE grivale sector iINvofvenient.

1.3 The Governmeni shoildd work with local government o identlfy and implemeri
refares fo imprave the efficiency of the secten, including:

. appficarton af best practice in planning and budgetiog ox ontfined in His
Rrpors
. arfgamation af councily where the result wondd be better value for

roHey for FErepayars;

- rmplomentation of aprropiriale ESer pirs Fopimes (0 (ROreass owl SOUe
revenue, pariicilerly  for  wifitiex—ie  coudribnie o infrastraciore
Jinancing and msage cosesy

. application of pricing on @ fall aecraal basis;

+ explicit recognition of communily service vhligations, particularly with
respect 1 Hlte smaller councily in rocal greas; wid

’ use af BewcRMarks in parforomnnes Asyessmenr.
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Chapter Fourteen

Local Government

4.1 Local Government and Service Delivery

Key Points

. The scale and extent of local guverument vervices ix Queenstard differs fron
otfer States, witere sipnificant services, partictiinrly water and sewerage, are
goweraily delivered thraugh Save Governmnens anthorities,

. Ouzensfond has the hghest per capita vutlays for local povermment compared
with the other Statex and the Northern Ferritory whick reffects the greaier
range af vervives provided through local povernment in this $iote.

. Queensiand lras the iarpest locgl government in Awstrafia in the Brishane Uiy
Councl, and 16 other courcily having significant busfress activiries by doflar
varfeee, weith a wide range of caunelis be size,

Legislative Framewaork

In the Australian Federation, State Gowernmients heve the constitutional responsibility for the
operation of a svstem of local puvernmernt within their own jurisdictions. [t Queensland, the
legislative framework within which locat govermnment operates is lavgely provided by the Locad
Uavermment Aot 1993 and the Uity of Bristane Acd 1924, Local Govemment in Queansland
corsists of 125 individual councils under the Acs. There are 31 Aberiginat or Island Councils
under the Commmnity Services (dboriginals} ot 1984 end the Community Services (Torres
Strab) Aot 184, and, as they are nol subject to the same administrative and francial reform
processes which are the focus of this discassion, consideration of them 5 outside the scope of
this chapter.

Tlee Stase legistation which establishes the system of local govermment in Qruesnsland provides
the legal framewaork which recognises this jumsdiclion of povernment of local area, with a
mintmwn of intervention by the Stwte. Therefore, the State Government provides for Jocal
Eoverrment to cxercise a law making sole for local laws and an cxecutive role for policy
implementation, administration and enforcemen: vl its local faws.

Size and Role of Local Government

‘The size and geographic circumstances of councils and their needs and service priorities cover
an extreme range.  Brishane City with 7 popeiation of gver 780,000, is e largest locat
government im Australia with a gross budget in the coming Anancial year of around 51 billion.
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at the other extreme, Diamanting Shire with a population of under 250, services an area of
somme 44 000 square Kilometres,

Local povernment in Quecnsland plays a significant rele in the devetopment of economic and
social infrastructure, a role which 15 more significanl than that i any other State in Australia,
The relative size and prefile of aclivities undertaken by local government in Quaensland, and
especiaily its centrzl eale in waler and suwuerige ssrvices, sets it apart from focal govermment
jurisdictions i other States. A comparison of the total vullays by purpose fur Joval
rovernment in cach Slale is presentzd in Table 14,1,

Table 14.1
Total Quilays by Purpose far the Local Goverrunent, 1894-95, (5§ million)

Giroup NSW Wit qil A WA Tas HT Austialia
wakor fah 7 - ([11=] - . 3 " 254
Sarmtalace ancl Frvs ot 221 172 218 w0 (17 28 2 fala?
Broreatiam and Sulbges R3h 407 2BE 106G 162 32 1d 1.550
Trerspart ang Sommonrca bioes Bak nod £9A a6 243 412) 10 2112
AL Otker Servloes L 1as 471 iz AL bt a7 ”l 3 B3R
Tutul 2829 2455 1,923 E55 G944 281 47 8.24%

Eslimpatesd Resident Population FODE by 51151 4 50220 3277 4 0424 2 07307 4733 17349 1w2.rdla
Datlays per Capita (%) 4300 4ataas H5FD 446 A0dE 5082 23 £.65949.3

Vagrce: Auslealon Boread of Slatishe s Gavernment Finan=e Slaisncs Aosiralla EELZ0,

Mile (2] Facludes papanditurs by public frading enlerpiiies nthe lezal gouemmert sectan
by Ae at 30 .une 1585,

This Table demonstrares thal Qoeensland has the highest per capita outiays of any local
savernment, and hat some purposes, particnlarly warter and sanitation and the proteeiion of the
enviranment, are ot perfunned mosome States and cthe Morthem Temritory.  Waeer, for
sxginple, is provided i most other States throoph s sttulory swthedily or govermment
deparoment.

Within Queensiand, while all local povernments have the same basic powers, the seale and
extent of the services provided varies considerably acedrding to the needs of their communities
and the resources available. This fact i demeonstrated by Toble 4.2 which presents the
Brisbane City Council separately and lacal povernmeant by sratistical divisions in the Stale.

This Takle demonsitates the dominance of the Brishsne City Council. This one council has 23
per ceni of expenditure on goods, ssrvices and land and 23 per cent of the Stalc's popoialion.
There is a wide vatiation in the per capita expenditure by councils reflecting differences
services, infrastactore respunsibilitios, size of rabe hase, sod dispersion of the population
served. Tt demonstrates a high cost stuctues for the councils in the three weslem Quecnsland
Statigtienl THwisions, which number 33 in total, or over ane quarter of all counsils.
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[eble 14.2
Local Authorities: Espenditure on Gaods, Service and Land, Queensland, 1993.94 (a)

Ewpenditure on

Numerof Lstimated Residant  Goods, Bervces Eqenditure per
City! Bdadintical Division Connells i PFopulation e} and Land (4 D00) Capta 5
Belgbpne Sy | FHE daz EO7 &2d Bar0g
Reivhane & Worcdan Remairdar 15 1227050 79 RBL9 R
Wi e Eay-Burmel! 1 216,140 15],582 747 SR
Doarl:ng Dewns 22 FrE i L VA6 [52 Falag
Bnuth West 12 25775 A GH 1,808 28
Fitzroy 1z Lrazla PEREN 792 07
Corrl ral Yinsl 11 LEROED a2, 104 321522
Mazkay r 1RI7 BE.A 30 T4506
Martheen 7 132442 147 Aad T30 76
Far Muarth ta 195, %G 17.,0%3 Hidh(
Hortk et " a7 TR 2,528 1.304.17
Fuesnsiapg el 131 3,19 83 2407 TRY T81.31

Soarme Ancbaaloan Burepu ol Sleilrites Loca! Gowermeent Quaensiand 195594 35023,

Moter: [a) 199495 data wall not ke available Toe change o ascrual asccanting 200055 the councils nas ratultad
data accuracy and samparaidcy groblems.

by The numbers are pre-amalzarmation; tare 3ca 175 £ noe amalpame b oas gcorred

My As at 20 fune 1964,

il Fugalation includes ofl shore ard migratery populatlon of 255 nat shevsn ic individual slatishicg) davsien fgones,

The four larpest components of local povernment expandinure are fransport and comnmonications,
recreation gnd culture, sanitation and protection of the crivironment, and water, as presented in
Figurz 14.1.

Fipure 14.1
Local Government Expenditure, Queansland, 1993-94

Recraallon end Colurs
bd 3%,

Franuporet et Clenricidralbnns

RO

A Bl ey Sarvee,
& 30T

Raentadenn and Epwranman

11.3%

Gatree fustrahan Surcay of Stalistcs Goeremant Tirance Slatishics Baslialia G517 0,
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This profile of aclivitics alse means that local government i 2 larger employer in Careensiand
than jn other States. In Quesnsland, 3.5 per cant of srmployad waps and salary earners in 1994
wore with locat government, compared with the Australian average of 2.7 per cent.

Efficiency Improvements

TLacal povernment in Queenshand bas beeo invelved in e mfenn poocess, with messones
progressively ntroduced mcluding corporate planaing, acerial accownting, asser management
svatermns and gquality assurance. Many of rthese arose frotn the inmoduction of the Local
(roveraman Aat 1993 which replaced the more proseriptive approach of the previous
ieislation. Ogher reforms melide road reform throuph apreed price performance contracts,
competitive tendering and resource shanng and nitiatives in reformn of the workplace.

The uze of information technology has been rapidiy adopted by local govermment.  The
poteniial beneflis have been enfanced througl the development of the Local Government
Agsnciation al Queensland Nel. Owver %4 per cenl af Councids subseribe to the Mot and aceess
¥ databases to assist i operational efficiency. "The conrract and purchasing services
componrent will provide Councils with miormation 1o obtain servives at mote compelitive
prrcas.

e buoking at ways Lo gain efficiencies io reform provesses i the Tuture, the role thal ocal
Tovernment performs in meeting the povernment®s gocial and ecoromic objectives needs to be
explicit. Community service obhhgations have a role in plenning and budgeting processes for
bl govermnent. [n & decentralised State such as Queensland, there 15 a roed W ensime basic
secryvices are provided in rural and remoete areas, even though such services may not be
commetcially viable, and pricing models need o make the communiy service obligations
mvolyed (ransparen. This scrvico di:]ivur:,' rale, and the need for improvements in
produetivity, requive consideration of local goveramant areas a3 e basis for the provision of
BTV G

Review of Local Government Matters

The focal Gevernment Aot 1993 provides for the Jlale Government to review local
povernment matrers covering me boundaries of a lacal govermment area.  Amalgamalions
occurted as a resalt of the recommendations of the Electoral and Administrative Review
Commission i\ ils review of local gpovermment boundarics, aod the sohscquent reviews
conducted by rthe Local CGovernment Cammissioner wider powers provided for i the Act. The
first emalgamation accumed I Movember 1993 and the most tecent fn Morch 1925 The case
lor the amalzamations was based on argunents that, in the et of delivering betler vakie 1w
communities, one council shoald cover an area which bad a community of interest in sozial
and economic terms, was subject o wban over spill, demonstreted growth patierns which
waonld benefit from the conrdination of plamming hetween crhan and roral areas which hat
cloge [inks, and couid achieve improved infrasticmurs provision in the new peographic area.
Therefore, the places where amalgamations were recommended were major provincial cilics,
The recammendations were accepted by the Govermment {or the cities of Gympie, Mackay,
Warwick, Bundaberg, Gold Coast, Ipswich and Cairrns {although anomalously, mot for some
other citizs where the case seemed clear--2g Townsville),
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The Gowemment has intreduced Topislation which allows for a process of de-amalgamation,
based ot the Conum iithen? 1o allaw electors of councils vo decide the issue, and ihree counals
will be subject te referendum before the end ol July.  The Gowveroment's policy s that, in
future, oo local povernment will undergo amalgamation withaowt a referendim on the proposal,

Expericnce in cther States with amalgamalion is relevant.  The refiem of loeal govermnent
carried gut by the Victorfan Govemnment, with particular support from the  business
eorrzunity, lhad the spacific objective of zchieving an across the board cut in rates of 20 per
cent. The reform invelved three key elemenis: the establishment of a local government hoard
to review boundaries, the appointment of commissioners (o manape the conncils during the
change process, and the appointment of imterun chiel executive ofticers for each new council.
The reforms resulted in a redoction in e number of councits from 210 10 78 in the two vears
frorn December 1592, Tor example, this mvolved approximarely docbling the average size of
hMelbourme metropolitan councils {Tom about 57000 to around 1000000 peonle. The
peroentagpe ssving o rates eslinsated o 1995-94 s 07,7 per cenl!

The most significant #em on the Victerian iocal government refotm agenda in achicving
savings is compuliory competitive lendering, which wes introckueed in Oetaber 994, with the
requirement from the State Govemment for councils to submit 20 per cent of iheir tota:
axpenditure o competitive tender it 1954-03, 30 per cear in 1993-% and 59 per cent from
190697 vawards.? Al but five councils met the 20 per cent taroet, and results to daie, while
focusing on the achievement of the targed, incicete that savings are being made on most of the
contracts.”

The circurnstances for amalpamations in Queenslend are different 1o these in Yictoria,
ransidering there 15 a single capifal city local povernment area already {since 1924), and that
leweal zovermment provides a greater range of services in this State, so that rate compurisuns are
difficult to make. However, the issucs on which the intcrstate experience remains relevant
include: the importance of establishing boundaries for local government baving rezard to the
most efficient sizes of local government areas for service provision and planning activitics
fdepending oo local facters): aod the pelential heredits of compulsory competitive tendering in
the loczl covernment sector. Vicloria's experience also highlights the fact that it is vitually
impossible for refomns, such as changing boundaries, to be aclieved from within the lacal
government level eIl rather these require actior al the state level,

Minisiei's Review, Loval Govenment i 1995, Furne Frerts ef defornr
kiniste:'s Revilew, op. cil.
Effige of Loval Governmenl {1995 ) Compedineve Feandering duisier s Beport sn tha Fiest Year af 00T
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14.2 Financing Arrangements

Key Points

- The muairt souvrce of fands for e focal goverginoit segtor IS8 owh SaRrce
revenits, pariiculurly the peneral rate fewielf an lond value, providing nearly 84
per cent of (oral ravenne,

. The size of the own sonrce revenne base varies widaly gcrass cauncils, with tha
G coumciiy witich fave a revenue buse of less than 3280 millfon raising 06.4
per cent of rotal revenue fram their own smurces, with an increayed relionce on
povermment finds for their viabifi.

) The lacal gevernment sector needs fo veview iis revenue base and charging
policies for services f increase the application of user clharges related to costs,
N an georaal busks, and greaiar opportanity for develaper corniribations.

Legislative Framework

Loca. government {mancing amangemenls are gaverned mainly by the Loved Coverament Act
J093 and the Lecal Government Minance Standard 1994, The sffect of this fepislative
framework s to reguire tecal goverments o prepare balanced budgets in accordance with
their annual corporate and cpermiona] plans. Budgels and fnareial stalements are in ransition
Mroen cash only to acceual, with #ull asset vecognition. A sitilar Famework applies to Brishane
City Council under the Citw af Brichame 4ot 1924

There are two other picees of legis.ation which have a mwajor irmpact oo local govemnment
tinancite. The Statwiory Hodies Fimancial dreargemeses Act requires councils (o oblain the
agrecnent of the Treasurer before entering indg financial arangements, it particular
borrowings or other forms of capital raising, The Locef Govermmeat (Plonning amd
Ervirpnment) Act erables local povernnients to levy capital contributiony from developers.

Revenue Base

The revenue base of local government is made we of fve compdnensts:

v gwn somree revenue such as rales, wility charges aud developer contribetions,
* financial assigtance granis from the Commonwealth Government,
. reinbursements by rhe State Government for work undertaken such as council

wirk on Shale roads;

’ capital sebsidics from the Stele Government for waler, sewerags and drainage
and state road works: and

. other srants for capital ar recurrent cast, sich as fibraries.
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The sector as & whole is overwhelmingly funded from ils own revenes sources as Figere 142
infdicates

Fgure 14 7
Local Govarnmant Ravenus, Quaensland, 1993-94
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Figure 14.2 shovws thal nearly 84 per cent of tolal revenae is obdrined from own sources, with
the remainder being approximately ten per cent from the State Government and five per cent
From the Federal Goverament. However, as the size of counscils In tenms of total revonue s
Factored in and the ssclor is sepmented accordingly 1o revenie base, it becomes clear thar as
tolal reverrue declines, own soufce révenus 35 a poopottion alse ded:ines.  This shows an
abyioos relationship between the size of a council and is rate base as influencing Hs abalily 1o
gengrate its own revenue. Tt g the povernment conlributiong of finangial assistance arants and
reimbnrsements whicl grow in sitnilar proporsion to fund the gap.

There are 30 councils {pre-amalpamantion frpure} witl a revenve hase over £ 20 million, with
nearly 84 per cent of the State’s population. There are 101 councils with a fmancial base of
lews than 320 million in total revenow, and the amound raised From own sooree revenoe by these
coutelis reprasents 654 per cenr of the total so therr reliance on grants and subsidies from the
State and Commenwealth Goverrmends is sigmificant. Figure 14.2 demonstrates this profile,
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Figurr 14.3
Local Governmant Revenue Sources, Queensland, 1993-94
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Own Source Revenue

There are four main sources of 0Cal TOVETIMENL 0w SOLRGE TEVEIUE,

General Rates Levied on Land Yalue

Gereral retes are part of a taxation systern which is relalively simple end not easily aveided. [t
is the significant own souree revenue tor councils who have some discretion to devise rating
strategies which they consider mare cguitable than a single uniform rate. Councils may now
levy different ievels of general rate on different classes of land, separate rates or charges on all
raleahle fand by Mnence a particular activity; or special rates or charpes on rateable land
benefited by a particular activily. Councils also have discietion to grant renuissions of rates on
a rumber of grounds icluding fiaancial hardskip  While this has sssisted councils to develop
squilable taling stratepics, there 5 an issue 10 consider as to the revenue base of local
povemment and whether it is ton narmow andfor inflexible for the demands on counclls for
BETVIOES,

There has heen much debate on the relative merils of ditferent fonns of taxation for local
povernment.  For example, the Committee of Inguiry o Valuation and Rating by the
Brisbane City Counci in 1989, which canvassed property taxes af various kinds, pall tax, Tocal
income tax, swles tax, consumplion ax, betterment levies, developer contributions and user
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charges. The guestion of an apprepriate laxativn kasce Sor local govermmens is liksly o be an
smerging izsue in the near foture and is one which councils will need o address tn mect
concerns about their ability 1o fund expanding service delivery rales.

Rates/Charges for Utilities

Utility services {water, sewerage, garbape} mav be charged on any basis delermined by the
locat government. The type of caasrging svslens used throughaot the State range from rares
based oo land value Lo user pays volumetric charges, “[he bazes for the pricing models used by
Incal sovemment, the cross subsidisation of setvices, and the extent of the application of uzer
pays in charging regimes will be addressed as a parl of processes to increase efficiencies in the
seoelor.

Developer Contributions/Infrastructure Charges

Inlmstructure eharges are an Impotant sourge of finding for new development infrastructure.
However, the extent w which they can ¢ used is constrained by how closely the charges relate
to the development {nexus) and their possible sdverse effeet on the cost of new housing. They
are purrently nol socounted for in the cash system but will be i the new acomal accounting
system.

General Charges

Counells have very wide powers 1o impsove user charges for services it provides, incloding the
sefling of fues for regulstory approvals such as buildice and rezoning applications. Fines can
also be imposed for breaches of local laws, Pees and fines cover items such as car parking and
building and rezening applications, fenerally clarpes for services are intended to recoup only
the cost of the service and the cost of adoinistranon.

Other Sources of Revenue

Whils ksl governmend as a secror is largely fitnded by owi source revenue, the other sources
of funds are impontant for the majority of counciis. The Cormmenwaalth Financial Assistance
Grants ave distributed through twe campenents, one using hovizontal fiseal equalisation which
lakes into account differences n expenditure need and revenue raising capacily, and the othar
atr iderttified road component based on a road luogth and population farmuka. The revenus
fram reimbursements is paid i councils for works and services performed on behalf of tie
State Government. The two main ones are fron: the Main Roads Depariment for work councils
perforin on state roads, and Som the Dopariment of Naluegl Hesources for woeks on stock
rinatis, dinge contral and noxious weed conivol.

Councils wsually borrow for leir capital worzs amder a borowing program managed by the
Deperiment of Local Government and Planning. For 1995-96, this program was approved al
$333 millien. When local governments implemunt capita! works, they are normally eligible
tor subsidics, which are wypicelly 20 per ceat, through the Local Government Bedies Capilal
Works Subsidy Scheme. The budget is 347 million, which implies a capital works program for
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local povernment of around 3235 million. The sobsidy iz paid only after the work is
compieted. This requiretient assists those councils, in pacticolar, which lave the raie hase 10
service the boan.

Feveoue from other gronts includes specitic purpose State and Commnoenwealh granks for 4
wide range of functions meluding lboaries, natura] disaster relief, employmeant relief, and
community amenices such as mfrastructure for spotts grounds and eommunity balls,

Infrastructure Provision and Financing

The two main areas where infrastucture financing is a particuler responsibility for local
government in Queensland is water amd sewerage and reads,

Water and Sewerage Infrastructure

Local government has respensibility for ourban waler sepply and disietbution Liocal
ECVETUMENnt owns and manages major waer supply headworks as well as the distibution
syitem 1o custoners. In some instances, locai goverment obtaing tresied or untreaisd bk
water from urhan water hoards or the Department of Matural Kesources. Local governnmient is
also responsible for sewerage and drainage. There are abour 360 local government waler
supply scletmes serving approsdmutzly 00 cilivs and lowns or 94 per cent of the poprlation,

Lithan weter consuinption scccunts for about 20 per cent of total water uze, but the arbern waler
seetor accounts for approximately 80 per cent of tolal water receipts. Hevenue from rates ang
charges bor water supply from 2ll local governments in the State amounted o 54443 million in
00304, although the capitat zod current capenditure on waler for the same pear was $328.7
million. Faor sewerage services, the revenue raised waz 53267 mitlion for an expendiruee of
32615 million, with revenue {rom ordirary services and other activities being £1.1 bitlion and
the expenditure being $1.9 billion, for 199394 This wasli indicawe thai coamcils use the
revenne from water and sewerape 1o cross-subsidise the provision of other goods ang services,
This picture of revenue and expenditwre will change with the inlroduction of aceroal
aecounting when debl iy assipoed 1 water and sewerapa infrastructire and depreciatian is
factorec into the financial statemenis.

(Giver. the very sihstantial infrastreciare asset base of approximately $50 biltion For which
lacal governtent s respansible, councils have developed Total Management Plans for water
and sewetage a3 a speciftc recogailion of Uw oued o boiki assel management sirategies. et
burefils 10 the system a3 2 whole are improvemeins in fovg term nfrastructire planning and
the ability of the State Ciovernment 1o make efficient grant and subsidy allocations.

The provision of financial assistance through the State's subsicy scheme has been important for
locat govenment, although & is a concern of local government thal the current devel of fmling
suppartt 1o azsist in the proviston of these functions has resnlted i 2 mn down in assets and
wider investnrent in infrastuchere o support growth.  The Govenoment has announced an
increass in e subsidy rules for capital works on waber wned sewerape infrastructure fram 333
par cent 1o A0 per cent, although this witl mainly apply to upgrading of seweraze infrastructare
te the tectiary treatioent level of operation.
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Forthe 17 councils wha mest the level of busingss activity in these arsas under the comperitive
neutrality reguirements of national compelition policy as discussed in the next section, the
orovigsion amd finaneing of infrastreclure will now he pad of 8 refonm process driven by
application of the policy o local govermnment. lor the atner councils, thers is an abyvious need
to be peet of a refonn process in the resowce and pricing models for the elements wihich
comprise their own seree revenue rasing service delivery, As woll, the types of refvrms for
the urben water sector discussed in Chapder Ten are Himely in ensuring that the provision of
urhan waler i osahject do plaoning and  budgetice  processes,  including perlonmance
benchmarks, which can drive afficiencies and productivity ag part of 3 water industry i
Queensland,

Transport Infrastructure

Loca! governmment has major responsibility for the development of the road indrastruciure in
the State throwsh e local roud releark. The local road network in Quecislund represents
some | 75000 kilometres and n 1W93-%1, local govemment expenditure was mere than 5450
millian an the networlk, as well as undenaking over B130 million in road works for Queensland
flain Hoads.

These *local® roeds are located on pazetled laod cormdors over which locat sovermuent has
control for road purposes  Local governments do nor own rhesa corridors, ownership remais
with the State. The comidoers may be ‘opened” and "closed’ at the discretion of the Stake. The
Slate may, ut ils diserelion, awanne coolrol and cespoasibility of locad roads. Similarly, the
State may decide a road should ng lonzer be a stare contralled tpad and the road revens to
local povernment control, {this Jatter process is ofter refermed 1o a8 "demaining’). There is no
formal requirement for the State to fmancially compensare A local government if the Siate
demains o road(s} in the logal government's area.

The Srate strategic planning process recommended by rhe Commission in Chapter Lleven
tecogiises the need for a clear specification of the tole and function of each level of
povernmen relevanl b the tronsport scelor, and the clear speeificalion ol standards and
requirements {outcomes). Loacal government bas participated i some road reforms with road
construction on Siate roads having been opened up for competition through tendering
processes and the iatroduction of agrecd price pedfommance contracts. The eeommendations
bl Chapler Eleven on ranspott pannng and the roads neowork present reforms which will
need Lo be considered in the local poverament seclor, and recommnendations oo peblic transport
have an impact on the Brishane City Council. lor the maors rural and remote couneiis, raforms
will incorporate o consideration of other social and econcinic objectives through transparent
comTUniy servics shhostion.
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Financing Local Government

To support enhanced performance initiatives, the Deparhinent of Local Government and
Blanning has commenced a project whick will colteet and publish the comparative indicative
performance data for local povermments. This will anable councils wo identify arees of service
delivery where tmprovement may be possible and/ar desirable. [t will also provide $he same
oppurlunily e the communily.  While this has heen a Srare initiarive, there i considerable
support among tocal governments. Ower 50 per cent of councils have indicated they will
participate either imrnediately or in the near future.

The Depariment 15 attempting 1o 5505 councils o merease private sector involvement throagh
2 project which brings logether fnunciers, investoes, coongils, academics, lawyers ang the
State wo examine the potenoal for private sector involvement, While the output of the project
will depend on the coliective views of the partics possible curputs range from distribation of
informative material W councils, modal docementacor for arrangemnents, svidance on
maragemert of arranzements.

14.3 National Competition Policy

Key Points

v Local pavermment and the State government have warked closely in the
developanesit of naticnal competition policy principles whick wiff require flee
itrodttiction of wew practives By councily, especially in refation fo thelr
businesy activiries,

r There are 17 councifs where dusiiness getivitles are of a size that thevy will be
sulject to competitive newtrality and they expead 78 per cent of the fotal
aurfays of fecal paverezmeny.,

v The propased Code af Competitive Condiet ievids o be ndopted as the basis for
benchmarking performance of all Conncils, whick woald incledez making
conmmunily service abligationy franspureny,

Statement of Application

The draft Statement of Application of the Comgetition 2rinciples Agreement to Qucorsland
Loca: Gowernment bas been prepared es part of Quesnsianel's ohligations,  “The peinciples
outlined in rthe documenr will be the framework for the application of nationzl competition
palicy in local goverament and these principles sre:

(3} Competitive neutraiity relorms will only apply to what could be reparded as
‘business aclivilies” of local povernment.
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fiy  The reforms otly apply o ‘significant husiness activilies', and eriteria have baen
set 1 identify those business activities thaz ate likely to be of a size 10 justify the
irnposition of the eeforms,  The criteria are based on cument expenditare
thresholds. Belaw these threshatds, local govermmunt businuss selivitics will ot
he subjoct 1o the campetitive neutrality retorm requirements, but councils will be
encouraged to apply a related relovrm prepusal {eeferred to as the Code of
Competitive Conduct) o these acrivities,

(iiiy  For those significant business activilbes which are targeted, the reforms nzed
apply enly to the extent it can be demanstrated the benebirs of implementation of
tite peforms ontweigh du costs,

fivl  MNatianal competition policy wiil not require compulsnry eompetilive lendering,
Local govemment can decide what activities to nake subject to a competitive
tensdering procass, and there are oo Stafe regquircrments for particular local
government services to be subject to competitive tendering.  Where, however, o
competitive dender is scoght, loce] govemmen? in-house” bids should be made
on a competitively neuiral basis

fvi  Where competilive nuotrality is applied, it will not interfere with ihe capacity of
a local governmen: to subsidtse the provision of a gond or seevice 1o particular
proams; provided that where 2 community setvice obligation payment is made,
the level of payment ix readily identified o public accounts.

Fhe two types of business activifies which are significant for the purpases of the application af
national cottpetition policy arc delined as follaws:

. Tupe 1 bawiness activites—The actvity falls within the Australisn Buorveu of
Niatistics definifion of gpoveroment treding enterprise; and the activity has a
curent expenditure, in the case of waler and sewerage enlerprises combined,
preater than 3235 miflion per annum or, in the case of ather enterprises, greaer
than $15 million per annum in 1992-97 terms. Activities under this catezory are!
Brisbane public transper; Brishane and Gold Coast garbage, and Townsviile,
Lagan, Ipswich, Guold Coast and Brisbane water and sewerage.

. Type J busingss eotivities  The busicess aetivity has 2 current expenditure, in the
case of water and sewerage enterprises combined, greater than $7.5 million per
annum or, in the case of other enterprises, greater than 35 million per annun in
FHUT-4T termis.  Activifies under his catepory are: Garbage services of Caims,
Ipswich, Logan, Maroochy and Townsville; and water and sewerage scrvices af
Catonlture, Caims, Hervey Bay, Catoundra, bMackay, Marcochy, Noosa, Pine
Rivers, Redland, Rockhamaton, Thuringows and Tooswoormnba souncils,

The domtinance of the above epuncils is demonstrated in Tahle 143 willk 7 per cent of the
total expenditure hy local government in Cueensland. For the two rypes of activities, 1 it is
shown to be appropriate through a pedlic kenchil sssessment, the local government & W
implunent a corporatisation model or a business unit medel with an cquivalent regime and the
imposition of debt pusrantee Jecs and regulation equivalent o that applied to the privase sector.
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Tatde 143

Local Autharities: Expenditure of Funds on Goods, Services and Land, Queensiand,
1993-94 {a)

Expendlture on Goods. Sendees and Lane (5 000)

Ordinary Servces Watar

Coumnails and Cther (b Suvwarage Supply Total
Ty 1

Anishane City 850,262 TR 707 257624
Golz Coaact Cliy () 1419 L0 40,253 L 22k 2]k
logan &by £41.359 13,744 i ) 24215
:gawich Gty (b 55,900 @751 11,387 2l &IB
Trwriaw e Caly w005 DAl 171E T17%%
Sk Total B74,087 14] =44 Lhbded L1715
Ty 2

Cabooture Sz 318 31e2 | 3.5 F3,B73
Calowagea Sily 25130 4,124 3835 35, B5R
Marcechy Rhire Bl 342 LT el 11,495 o, 20
fozEs Shira Za, e AT =R LN LY
F e Hrewrs Shire 4,184 4,584 7 BRG 47034
Fodlamd Zhire a7 553 2191 6221 A9 AGE
Hurwey Bay City 19,473 4 552 A.082 AT 07
Toowonn ba Gity 20.B52 LRLATS 8,202 43,081
Rockhameton City R 1R anx 7.E01 HE20N
lachuy City i 627 3 5wt 7,554 43,140
Thuringowa Tty L& %G 2,050 872 21,282
Lams ity () A8 18510 11,524 ED Ry
Sulb Tatal 393,978 ga,0u; 01,738 57.943
Hesl of Quueersland 637420 5GRA R1,14dn 704 290
Queansland 3. 907,485 261 555 I8, 747 2A457.787

Saurce: fustralizn Buress ol S1abishes Loed Sovenneoal Gocoasiand J503.04 55023,

Hotes: (a) 1ncluges capital a0d forrant espasdibures,

by Siber refers to transport erpendifure ia Brivbans and Rockbaanpran, sxpenddye e an gas m Detby and Roma,
sl rapenditure am cleciricily in Aurckan and Worarngion.

() Thes cate ~efees o the new Cibes afler amalgamat 0vs n 1995, and aps eotaned by acoing a5 2 Wofak i dats
for the arean eorcemed pithough sroall parks may have ceer acoed to @nother locsl gavsrnnient area,

The app.ication of rational compelition podey W councils with sionificant business activities
will require inftiafives such as commercialization and comporatisation and full cost pricing
maodes.  The application of competitive tendering should be part of lhe implementation
process, oo u sceviee busis. In Vieloria, compulsory competitive tendering was based on a
rroportion of council expenditure. 1t s cansiderad that a berter approgach would huve been to
acopt & list of services as there is lihely o be mure competition under a st of services
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approach.? 11 is to be noted that the outcome of compulsory competitive tendering in Yictoria
indicates that in-hause bids have been succeseful tnolendering, afler restructuring inle husiness
units saparate from the rest of counc] aperations and with the application of a largely full cost
pricing modetd  The State Qowzmment is alsc prepared to explore the possibility of providing
financial support to couneils which nnilerizke national competition policy reforms. This will
include an examination of access 1o the competition payments for those local povemments
actively participating i the refonm process,

The volentary Code of Competitive Coaduct, which will be developed for those souncils
whose buginess avlivities are nal covered by the application of competitive necteality, should
be adopted 2eross the sector as par of reforms to enhaace producnvity. 'Lhis is in line with the
rufumins being propesed for implementation across the functions of the State Government in
this Commission’s report. The (Government may abas he prepared W explor the possthility of
providing fimancial suppon w councils whrch act:vely participate in the nationzl competiton
pelicy reforms, This will include an examination of some access to the competition paynents,

Recommendation

14.1  The Governmend shoufd ensure thef national competitian poificy s applicd in
Iacal pavermmeni wa thof:

. copercity wiich have sigrificuné bavinesy activities maxinize efficiencies
thremgh comperition teidoring)

. councils covered by the valurtary Code of Competithre Conduct apply
the Code fully in their aperations;

. thers are ineamsfees for connells o perticfpare in e nationid
compelition refac process; and

* the lncal poveroment recine implements the relevant recommendofions
aH WITEF Feformm sef aut M this Reporr,

14.4 Planning and Growth Management

Key Points

. A loecal povarnmient pliphIag  frivewsek ond  an Itegrated  lmpoacs
ussessment und development approwd process i needed for e State whick
covers sfate and focal govermmens econowric, sepial and enmvironmental
ebfectives.

! Moore, D, (L5983 Deftvering Kool Falwe for Ao, Confercave on Local Gowernment oy Loriee [oe Publis
Policy, Cenire fon Compacative Censlitulional Stodwes.
: Commuanicaten W Chenaisaion of Aedit fromm OfMice of |ecal Guveraraent, Vicwkeea,
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. A planning framewark auet provide for the coordinatlor of Mfrasiriectire
provision oy facal, stoie amil privete providers with the Stafe Government
providing strategic direction o ackieve 1y soviel and econoptic oulcgmes,

A new land pse planning and development assessment systent is currently being developed in
Cueensiand which will recognise the key role of local povemment in sand nse planning and
infrastracture delivery, Tha syslum needs to provide for the intepration of related polictes and
programs admimistered by State and local povarniient, so that they are coordinated b a foval
lewel.

Local governments acioss the State have recognised the beneflts of rogiunal conperation in
achieving strategic objectives and nwaximizing the nee of scarce resources. In soush east
Chuwensland, 20 tocal povernments have worked within the South East Queensland 2001
framework to achieve 2 cotlaborative planming approach 1o growih managemuent.

Figure 144 also demonstrates the potential for an interactive fow of information 10 enahle
cotisideration of state, regional and Joca:! issues.

The developtrent of a Seate Swaregic Plan that delivers the coordination mechanism for capital
werks planning acress the Sate is an impodand step to develop 4 best practice system in
Queenslaned.  An effective intzaration system must work on both & horizontal and vertical
plane.  Horizomtal integration s achieved at the state lewel through cross-partfolio
cootdinalion, and al the focal leve! foesl povernments work together assessing plans in and
aeross the'r region,  Vertical integration is achieved when the intentions of state snd local
govermnents ave assessed and coordinadvd moa similar way.

The new plarning system needs 10 include a growtd mancemend siralegy us planning schemes
will be expected to include details ol u preflvmed path of development, This will have tegard to
the efficient use of exigting infrasmmichire and least cost provision of tew infrasiucture based
on the ientificanan ot short, medium and long developrient reguircmunts. The preferred path
would take bte account the cosl of providing both “user pays' infrastructure {water supply,
sewerpe, elo) amd ‘soeial” (deliberately subsidised or taxpayer funded) infrastruciure.

The new planning system will need to emphasise capital works placning by requiring [ocal
povernments ta inclode infrastucmure plans in their pleniing schemes. Detzilod calchment
based play and charging formulae for user pays iofrastructu-e will be regoired and will have
e satisfy & nuwmber of cuwily and effective principles sesulting in 2 greater clarification of
infrastruciure needs 2nd certainty for the development industy.
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Frue 14.4
State, Reglonal and Loca! Government Plarning Framawork
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Recommendation

4.2 The flovernment should develop a plunning framewerk which ensures effective
coordinatlon of stale and local government infrastruciure privitien and

maximises privefe sector imvolvement.
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14.5 Directions for Local Government

Key Points

' Resi practices and processes jor Goverment advacgted by the Commission's
Repert, Volume I, need to apply to the focal governmeni xeclon

. Tiie boundaries af foca! governmend areox wifl reed to he reviewed av 3 means
ef fncreaxing e afficiency amd sffectiveness in service delivery.

There 5 a need to examine the possible range of funding mechanisins for specific activilies
undertaken by local goveruments, The traditicnal tevenue raising cupacity of local povernment
has heen almast compielely Hmited do rates levied an the unimproved capital value of land, but
flucmations within an economic ¢ycle and across geograplic arens can make this vodaie.

This narrow base of revenus ralsing may result i some councils having inurcused dependeney
oo grants, or force them to incresse significantly theie rates. In tumn, this may prohibit the
development of innovative and cost eftective approaches 1o service delivery, There may b
scope tor reforms to allow local government to ratse it owo revenoe om the basis of specific
wervice Fr[}";"i.‘i[{]'l't h}' A MOre [\ser 1HTE¢:SEd ﬂppma:h.

Local government hag traditionally financed infrasruciure Brom own source revepus, loan
borrowings and developer commibutions o the fonn of eithet cash or confrtbuted asscts
constructed by the developer sueh as waler reticulztion and romls. Counciis have atso gwned
and operated the infrastructure.  Possible strategies for expanding financing options may
include tax based lezsing, tied [nfrasruciore deposits snd differentia! tanilf senictures. All of
these nplions are predicated on increased private sector participation.

Ax the reforms driven by national competition policy are infroduced into the loca] government
sector, the financing arrangements and the service provision by the councils will be under
serdbiny. As this occours, there will be scruetiny of ulher weys Lo tmprove cfficiergy in local
government. This will bring pressure on Jocal povernment to consider the issue of a reduction
i the number of conncils. As the Federa Minister for Lecal Govenunent said, amalgmnalions
are a matter for slate governnents, "but the Commomacalth provides £, billton in funding ta
local movernment and, while there ave ne plans at this stage to veview the basis of funding
under the Locaf Government Fingnciol Assistance Aoty it s possible that st a fuloee dale the
Commaaweahthk may seck ta ok fundiag 1o the number of couneils in a particnlar seare ™

Any revicw of the boundaries of local govwernment sreas in Queensland must focus on the
berefits to be cained in terms of delivering an enhanced range of services, ensuring belter
manazement of growth, and the coordination of infrastmiclune provision within the one local
povernment arca. This indicates that the orizinal recommendations made for amaleamnations
still stand, and that iF is in the provincial cities and towns that the benefits of amalgarnations
are likely 1o be greatest. In the more rocal aned dsolsied coungil aress, some consideration conld
hue given 1o what the most appropriate form of government af the lozal levet is, particslariy for
councils which have a low level of own source revenue and no potenliab W incroase.

f Spergh deliveied by U Faderal Maister to lhe lostdule of Monicipel Munag:ment, Tanberrs 21 May, 1595,
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The cifective perlnurship fat bas been devcleped with the Slete Governmene threneh the
developmenr and muplementarion of initiatives such as corporale planning and asser manazenent
need to continue, together with the reforms which will be driven by national comnpetition palicy.

The impizmentation of appropriate »lanning and budeeting processes is a key theme for Uis
Commission's report, as presented in Volume b These processes are important 1o apply Lo foca
gowcrmment given its sienilizan responsibilities in infrstreciure provision i this State. The
retorrs Over recent vears have introduced many sach geocesses o the local soveimment sector,
and this will provide the basis for cngoing devetopiment and relforim, wilh the Sisle Government,
In this zector,

Recommendation

{14.3  TFhe Gevernment showld work with focal government to idemtify and impfement
refarny to improve the efficiency of ifte sector, incleding:

r application of best practive i phanwing asd budgefing ax eaffined o s
Ragroort)
+ amalgamarion of conncils wirere the resnit would fre betier velue for

HIAEY f 0r J'!Ifl?P!I'}'EFS;

. PHplerto it oF aparapriiie user Ras reglmass Ny Incroase gwrl seirce
revente, particklacly  for ariliiies—ie  costribiie Ino infrostrociare
Sinancing and usqge coss;

. appiication of pricing ok o full eoorsof boasis;

- explicit recognifion af communtiy servive obfigations, particulorly with
rexpedt fo e seqiifer cowncils inorecral areas; ond

. uxe af henelinavks in perfarauIRee axsexsen,
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Chapter Fifteen

Other Service and Infrastructure
Provision by Government

Central Agencies

Key Points

The hext practives for Goveremens owddined in Chapter Theee of this Report are relevans o
cenrraf agencies, ineinding in their rale of providing pelicy edvice in the Premier, Treasurer
and Cabinct. While confral agencies in Quecwsfand hiava geiterally performied wall, their
eMFTENE frnctions contaire @ wosnber of areas of everlag aod soine fanctions performed by
cenrral agencies showld he refocused, riniawmlised or refacated o oo apprapriate line
depnriiment or ngency.

Findings

. Pueonslands Four contril qgeneles (Depertoont of e Fremior and Cabiver,
Queensfund Treasucy, Office of the Public Service and the Depuriment of
Econormie Development and Trade) concain ¢ diverse range of funcffons, son

af which pppear fo be gucillary to o contral palicy ar coirdingtion role.

* The fuwetions af the Deparitnens of e Premder and Cabinei, Gueensland
Treaveery awd the Repartieni af Foancane Devefopment mind Trode imiinde, in
el Caye,  ah empliagls  on eodromile  devsiomiaent,  nvestnent  and
infrivsiractare pelicy  and  planaing,  which  fwvehe some overlap and
dupffcarion af responsibilivies, with petential for policy awd aperedonsi
canfusion.

. Suvings vouwdd he achieved by ravigitalisieg or shtaring corporate services
between the cenrral apencies, ax i eceurring in silter States,

. The two key cemteal agercier are fhe Depariment af the Promier and Cithinet
arted Queensiond Treasury, wad miven hafle role I previding peficy advioe to
Cabinet, swcreaved fewmwork and  eformation sharing between the g
Dapertntenes wiff he axsentiv)

Recommendation

(5.0 The Governmens shonid compivsion & compreftemsive review of the xiructore
ared furctions of the deporiments and agencies currentll comprising e
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cenlral epencies of Governopeni—Depacomeny of the Premier and Capiner,
Quversland Treixury, tee Departmeny of Ecopomic Develapment and Trade
avtef thea Offlee af the Pulific Serviee—ng:

. Soous on oand aplement the delivery o) siraderic policy, infernitiom,
planning, coordination, bedpering med aeconnting services fdentified in
iy Repart;

v ricloialise aky fnappropeiate funciiors at courrertly reside in the
eertdral agencios and relocafe trems fu e appropriote e depasiment o
agricy st vice versay uind

v elimninarts any avens of ovevlon and duplicarion.

Services to Industry

Key Paints

There exices o wide ranpe of seemingle averiapping meqswres anid agency responsibifitics for
sArvicas i assivtance P Hdestry, Thers B ofse q lack of clerify regarding primury
respanyifalify for the prinmition of wisivtarce, concdfivation of firmespecific awsistance and
poficy devefopment, Aflternaffve gqpprauchies o mcens o deftvery ore rarefr caunsidered,

Findings

‘e puvernmenr” poficies, cesrsiszing of the provision af general educarion
i meaining,  efficienr Mfrestrvctaee ond v pro-compefitive  fegal and
resilutiory framework, are supecior do facgeted industey assivience, especially if
Kurhudibiviticne By favpayars i involuey,

Fhig pamge of dnidrseey aFsisance medsores of dre sigle fevel iy exrensive amid
inclredes: divect financial assistunce (welwding growss, concessiunal finance,
somie eompetitive service obligativax, mnd pricing distortions), pubfle sectar
invefvemens {treede promotion) ad noen-finenclol assitance (preferentiol
soning, ond exemprions frem regifulionst.  {n 1994-99, 1t iv extimafed that
dneliestry axvistance fotalled aroned S700 miffian wirer alf forms of ascistancs
dre ke e QocoN .

Mary of the reflevand Bvwes are being wddressed by an Induxiry Conpnivsion
foquiry. Fu pariicilar, the Ingquiey wilts aeldress concerns with *hiddinge wars';
garher Bfarmation aboltt Hre cxtont af government assistance: assess is effects
an coanoric and regione! development; and examine a weher of policy
INNHES.

Few axsivtaney mensurer ave gffecrively evalugted.  In those oasey wiere there
fris focn are évaftation, paribe rather than whole-of-econonry fmpaces e
heewn cuonxidered,
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Recommendations

32

52

The Government shanfd refocns and rationglise departments and agercio
fieverfved B the provision of rdusiey sasesiatece o ilad:

- texsivdonree by coordineted witlh svierel! Covernmeng obfectives; auil
. privale sector aveesy fo, omd ceriprrl EREian of paveriment axsiviance is
Jacifitaa,

The Govermtent showld aoderfahe o review af bndustey  ussistanes in
(hrvenslinrd, haved on the fiwdinges af ol Cosenrivsion md the resalts of the
Irdustry Coranission equiry ity State Grvernment Assiviunce to Tafry, fo:

. peforithse propramys annd rationalive fee existing pletrara of mciasures
and utifise ‘winyer iddoyses " whanover approprlaie,

N proviide aif fories of assistonee fransgireilv Weoegh fe Budyed, ia e
Sforat af divect payaeniy rather thaw by wap af concessfons, and Mraugh
miravet Bredpet plamiing proceises;

* enable e privade sector o anderteke service delivery v o contestuble
bitids; and

* esfallisf amed fmgplenent viporans proacesses awd tecBidgices for program
EFa st il evirluation,

Administrative Services

Key Points

fo FIQ4 95,

Lucenstamd Governmtent deparitments and sgercies prreftased almasy §700

mefllivg of gaeds ard seevices friem Department af Pabiic Worky and Housing Basiness wnis.
Much of oy imvaleed putsourcing of funedlons.  Aflowing departments audd apencies to
cltagre Jtow e, and from wliow, they parchase will facilitote the recfisation of the full
kenefiin of eatsonrcing.

Findings

Eingring povertunen! deparfinetids and agencies frean specific suppliers will
eineble them fi becane more diveerning prrehasers of paodds and services.

Ax @ ponrared rule, paverniient agenclas Showtd be froe to seek the best deal
possible for the provision af gowois or services. The eanly cirermsionce witerg
govertimend agencies shonlid reauein fied 1o paeicnlar sepplice s where therve
i teerr gl vaniage frome @ whole of goveenment approach.
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I the fulf heneflts of ontsonrcing and coniestable markets are fo be realived,
ZOVEPREIERT Dasinesy fnlis mist be put sooaur egoed fooling with private sector
CIREEItary 1y lh iy possilde.

The peece of wetping showid be deiven by gaverment apenclos and wor bisiness
anis, I agencies can impiedioredy shift to more advantageoay arranagements
and wre caonfident of their ability fo mannge commercigf supplices, apencles
Lhaufd be free 1o do fo Immadii el

A% husiness walis can compete for only prdic seefor work folluvwing fuff
conamerchelisation, buxiness anits xiioald e privavived o enfiance teir prowrl:
Prospecis srd vighitine.

Commerclallzaiion and privativefion shoufd De comploted withim three years.
Afowing business weis Hoe o become competitive will coxt e Soverament in
fermis af barl of the coit af gowds quif services purchased and cecomulated
fasses ai the inefficieni husiness wpits continne o operate,

The ctirrend felecommniciiion wrrngemenis fraeve had some wnfareseen
cersenrences al have difired Hre Beneflis af ostsonreing.

Catsourclig reguires comnercind expertive and st be managed corefulfy fo
faxErtive the aoinol heongfen.

ff prvarnmend agenciay arg compelfed [0 aiisaiires framn o specifle government
seppifer, sy of the bencfits of ontonecing are lost or dissipated oy e
conpetitive teasiva i mon-puablic sector erviconment from whiclh any af
rhess Bonafiis ave derfvad dre ot raallied.

Recommendations

154

57

154

A Govertnent depariseenss ard ggencies Shoald Dnmtediniely be wniied froin
Departenient of Pubfic Werks wnid Howsing busioess units, excapt whers thera i
& clear benafif from o wieds of poverimen approach,

The whole of goverinent ianiiiaiives skoubd be pvalisgied fo eusure thar there is
a cfear bengfit from thiv approgeh and frat wa apency i warse ofF fram
Jevetlclpatinp I the agproach. Mg case of fleef management, e Police flect
Fhould be inclnded in the evalualion.

Covernmeni  bugimecy s shonld  have o wx  aguivilent regimie and
crtapetiffve nentrality payments iipeied an them fo compensate for any
crmepedifive aidviniage bavivesy ety way have aver privaie sector competitos.

The Government shotdd seek solutions (o communily service eblipeiions in a
eonfested mrket so gy o obtain e dext prive far e desived antcone,

A parr af the wnfying process, any payienis fo bosiness anfis an belalf of
deparimeiis for servicey shoufd cease immradintely anid he distribrited dieeeify
in apariments,
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1.9 A formd independent review of Queenslond Goveriment ielecommuanicaiivng
drould be condacted. The review showuld report initiglly hefore any decision fs
mrgele fy oxterd e cierent rfaconraanications mirangetnoits and preferniily
by 31 December 1096, Tt shonfd consider, ax a minimam, the witributes of tie
cerrenr appraacit, the rofe and functions of O-TEL, and should muniing a
JSremework for pew qrralgadaeity, fonsisient with the principles set o ent i
Vofuine § of this Report.

Service Delivery in Regional Queensland

Key Points

Repionmit! arcas in Cueensliond present specind service defivere Bsaes, Sowie of fheve differ
widedir acrosy reglons. . e prablomy af meexing stroner prowih in demaend i Nortd angd Fav
Noeth Queecensfand and probiems af muinteining crivicef rmasy and staff in the west. Otfices
are widespread sy corcerns aboufl youdli seevices wnd policiay,  Aclifeving better services
Jar given rEscdiroes regulres moere affecrive coordingtion ard contead aver resaigroes ol
regional numageienf levels, and greaier use of veclwalogy and funevetive delivery
aRproeches.

Findings

. There ure problenw of coordinaiion i botlt service detivery and planning for
Shitnre sarvice needs and suppoviing infraviriciine,

o There are prafloms of attractinp  gualiffed porsonnel fo felaad areas,
priarficidarly i fieolth and edacatian.

. A wonber of wreas of Queensivnd, puciizelarly in the wesfern rogioe, five
deficiencies in Hpper secandary sineaifon, TA K aud lipher educarion.

- Signiffcant concerns oxist phont deffedencies i padfce pambers v some
regioay.  In veverel caxex, il concern B finked fo addresing probies af
FeRE beiveviawr, alcofal ahuse, el

. Ko sl comemignities are baicaeally kighly refient o pitbilc secror
emplapriens ond  corcerny exind el aegaadified application of inarked
IHCETLAN SIS SHclt @5 COMIraotinE our sy fave nagarive consegquences for these
conthianities.  For example, e foss of oven one position in oo very siall
sennnnity o inve sigrificani fiow-onr effecis.
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Recommendation

IS The Governinent showdd meet the special weeds of reglonal nreas of
Pucenstand for service delivery and supparting infrastructuve by piving
priority, acrass Government and within departrents,

-

rmafinnalivation and betrer coordination of the delivery of servives worass
the leveds af poverumens;

inoparticilar, mare offeciive cooriingrian . especially ar regiokral ol
sudh-regional Ievels—af phaiwing for fainre scrvice needs and supporiing
iafraxirneire,  velving  ull relevand xervice  providers  (Imeluding
Age-gorveriinneitt providere) gl aurmfariNegs, as well as reproseniaiives of
BT WEEXS Witere appraprinie;

devalutinn fo regionel and sek-regicinal fevels af effective wanagenent
cenptrid aver afl resowrces poeded 1o delfver the onicomes far which those
levels nf munegement are eceotinbuble; aod

development iof well defined service standerds, ay 2 basis for secking
comparable servive onicomey ocross e State, far sesicmaficaily
identifping differential coxis amd prswible conmmurity vervice abliriations,
ard @8 @ Bosis for making avcoprians where achieving semndards is nor
Jeosibie,
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Chapter Fifteen

Other Service and Infrastructure
Provision by Government

Central Agencies

Key Points

Fhe best privetices for Governmen? cirlined in Chapter Three of thiv Report ure relevant 1o
ceafral ugemeies, in their rele of providing pelicy advice to the Prewmicr, Treaswrer and
Cakbinet.  Whife confref apencies tn (Pnoonslond hove generadly  perforned well, Hreir
etirren? functfons comigin o ninber of areas of oveclip and some functions perfarmed by
cewirad apencies shonld he refocived, ravionalised or relocated In an apprepriate line
HEPAFIRNCRY OF HPENCE.

Findings

- Queensiund's four central agencies (Dapartmant of the Presrier und Cabine,
Oreensiand Freaviry, Qfffce of the Public Servive and the Department of
Economic Development and Trade) carcy oud o diverse range of funcrions,
some af whicl appeir b be anciilary 1o a centraf palicy or coavdination role.

. fire functions of the Dopariment of the Premier and Cubined, Oueenslond
Treastiey and the Department of Eceonmie Develapprent amd Trade Ieluds, i
excit  ase, an o emplasiy oan ecanokde  development,  fveshuemt  awd
Infrasreaciire poficy o planning, which  fnvelve some overlap  and
duplivetion of responsihilities, with potendiad for poficy and eperatiomal
canfuxiom,

. Suvings cenfd he achieved by raficnellsing or sharing corporate services
armeng e ventral agetcies, v i acetrring i other Srates,

. Tire twa key cenfral agencies are the Department of e Premice and Cubinet
and Qreesisland Troasary and, giver ifeir role in providing pelicy advice i
Caliined, increused feamwork and information sharing berveen (e oo
Peparimenis i ersaniial
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15.1 Central Agencies in Queensland

ey Paints

. The foar central ugencies in Qaeensland, the Department of e Premicr and
Cabinct, Quectistawd Treasisy, tie Depariment of Economic Developrsent and
Trade anid the Office of the Public Service, all underialie core functions and
xenme peripheraf fumetions, witicl may not be appraprivee for a central agetic.

. Fhe foirr central apencles afse have some associuied ageacies that waderioke
specilist fanctions {eg Govermment Statisticion's Office, Rurean of Erhaic
Affairs),

. The rafes of three cotirid ageneles {Deparimert of the Prewmior aind Cabined,

Cueensliond Treasury and the Department of Franemic Developarent and
Trade) il confain an empitivis an economic develspmesnt and  project
Jacilitition,

The rele of cemiral agencies generally is 0 provide advice and support to the cxoeulive
dovernment (and, where appropriate, the Peclisment} an whele of pavermment coardination,
operations and forure directions, mcludimg the management and monitering processes of the
Srare's planning, infoemation, pudzeting and accouniing Sysieins.

Tha Queencland Government's current main central agenees are;

. Department of the Framier and Cabunet;
. Cecensland Trewsury,;
- Office of the Publie Seevice; and

. Zeparrnent of Feonomic Development and Trade.

(hese azencies are responsibie tor both ¢ore activities and for miscellancous activilics. For
example, Queensland Treasury has the preparatiun of the Budget ax one of s core acrivities,
hut also has respongibility for the Minizterial Services Uranch, which organises staff and other
resaurces tor Ministers,

An well as miscellanecus achivides located within the main corporate ares of the conleal
agengies, these agencies also includs “semi-muoommous urganisations”. A Iisting of the central
agencivs, Their inteenal organisation and their semi-ugoncinons organisations is provided in
Table 15.1.
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Table 1%.1

Quaen=land Central Agancies

Depertment

Depariment of the
Premier and Cabimet

Durensbard Treasury

Mlice of the Pabtic
SErUiER

Department of Econeniic
Davelapmant and Trade

Pallcy Diviskony

Coorginater-General

Eiple Sowelaprae-r

Ciwprnrent ard Fueeutize Seeee p
Intergvarrmiartal Relalicns 2ranch
Legal Jraqck

fieziongl Off zes

Eucpel

FoonaTrs

fiaancial Managemen: and Systeris
Comrmercial g0y and Mroerts

Gireg e 1 Chacieid Boleri Gy oo
MAat.anal Graoetitinn Pohcy Jnit

Internabinonal Trake Developne ent

Projec: ard [nvettrent Oaoelapn ant

Developriend Plaaning

Related Apencies

Busesu of Ebams Affary

GHies o' ncigenous Alfars

Draeens’and Troasury Corparabon
Db nl Shate Becema
SGowarnment Stabist.cian's QMice
Gerarnment Supereniuaben Oflece

Siubor Aceanlerd e adce S ssien

Qe o Wentgr's il

Aite Chleansl A

Bl TR
OMice &f Sarming Rapulation
Goden Zasket Loitzpes Corporatipn

Fuldl ¢ Beeter Frainng Cownci
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Functions of the Central Agencies

The core functaons of these leur main cenbral agencics are descrhed below.

Department of the Premier and Cabinet

Thz Department prsvides advice and supporl i the Premisr and Cabivet on overall stratesic
igsngs {inchdmg the preparation of the State Strategue Plan, reterved to in Chapter Three), e
vevicw of major projecks (with Cueepsland Treasury wnd the Deparimend of Ceoomomic
Developioenl erd Trade), and dhe Siate®s capital warks program (with Queensiand Treasury),

The Department also provides suppor o the manapement of Cahinet and Cxecutive Couneil
muetings, and advice to the Premier on intargovernmettai relations issues feg issues discugscd
by the Council of Austrahan Govemments),

The Coorcinator-Ceneral, who has extensive powers over the approval of public and privaic
seetor infrastructure projects under the Stte Develrgunent ancd Public Bovks Orpanisation Aet,
is alse lovated o the Deparlment of the Proemier and Cabinet, although the role of project
facilitation is handled jointly by the Depariment of Economic Development and Trade, the
Departrent of the Premier and Cabinet and Queensland Treasury.

The nformation Mlanning Branch has the role oF @usuring shat the Government's inlomnuation
resoures s managed end applied strategically for ¢fficiont, cosl-efTeotive and quatlity services
i hasth the puhite and private sectors. Lhe Lranch develops srandards and guidelines for i
use ol information by depariments and agencies, o radusy the vests of incunsisten! approaches
o informatioo maoagcinen by dupartinends,

Queensland Treasury
The Freosery's pulicy funclicns are grouped icto the fdlowing five Divisions:

Budget provides policy advice w0 the Treasurer and lhe Cabinet Rudger Connnittes on the
oreperalin of cach year's Badger, snd variations from Bodget estimates in the mid-vear
review. Lhe Division & also involved in the review of the perfomance of sovernment
pregrams, and the assessment of pelicy iniatives Irom departments, The Intergoverninental
Finanee Branch of this Divigion is responsible for the CQueensland Government's input 1o the
Commonmweakth  Orents Copnission  and  secking & [air share  for Queensland  of
Corononweallh pavinents Lo the States and Territones,

Economics provides policy advice Lo the Treasurer on microecanamis reform issues, including
arsessing The pact of existing reform measures, and assesses the impact of industry policy
measures and proposals.  The Division also undurtahes sfabistical snalysis and research,
sconcric modelling end forecasting o suppon dhe State budget estimates and Governmeant
policy deeisigns.

Financial Management and Sysiems develops ITmancial management standards for the Stare
public sector, incleding the measures included in the State's Financial Management Stratepy.
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The Dawision ghw undertakes cendral accounting Tunctions Tor Die Govemmeny, and moniwors
the financial management svstems and practices of different agencies,

Commercial Policy and Projects provides advice e e Treasorer on overalf indusiry policy,
infrastructure requwements and developraent, major projects and proposed indusiey assistance,
Tlee Division provides guidance to proponeals of ailtastrociure zud developmenl projects, in
conjunckion with the Depariment of hwonomic [Developmen: and Trade  The Foreign
Invesimant Secretaniat considers the bepetits wo e State of foreign investment propesals, and
provides uilvice te the Forcizga Tnvestoent Boview Board on wleethor projects shoudd procced.

The Government Owned Enterprises LUnit 5 responsible  for  policy  relative  to
comrercialisation and corporstisation of covenunenl ened business aclivities and for the
State's implementation of national competition policy. The Untt i= mvelved in the preparation
ol Corporatisation Tharters, setting the fanctions and accouttability processes for businesses fo
b vorporstized, and i moniloring the perlunnanee of Gaverrment Owned Enteprises,

The finckions of the maim agencies of Treaswny are;

* Ciffice of Stale Reverne [which is responsinie for administration of Hea Seae’s
taxation Jegislationy;

. Crovernment  Superatnpatwn  Oftice  (which manages the public secior
supcranauation schemes it Coeensband;

. Cipvernment Sratidician’s Office (which provides statistical services fo the
Crueensland Sovermment?);, and

. e wlf Gaaniog, Repulation (which ceeulales privide seelor gamiog ackivilies).

Arts Queensiand and the Offes of Women's Aftairs are now atached o the Treasury
Partfuli.

Office of the Public Service

The Office ol e Public Service has been established Lo suppert apeacics t develop an
impartial, accovntable and responsive waorkforee, consistent with the Goverpment's vision for
the public service. Specific services provided by the Office of the Public Savice include:
waderslip and  management development; orpanisational management; development of
warkforce principles and pracrices; semwor executive employment services; and advice an
aquity and merik issues,

Ine Gowernmenr plans to introduce legislanon to roplace the curmment Prdlic Sccnor
Monogemerd amd Eriplopment Aot 1538 and the Pablie Sector Manupesend Comméoan Ao
$960 i Iely 1996, which will euiling the overall framewark in which the Office of the Public
Service witf operate.  Orher legislation coming within the responsibility of the (Mhce are the
Ecpirced Coportomily i Public Eqplovment Aot 1992, he Pubfic Secior Etbicy Aor 1934 and the
Whivdlehlfowery Provection Ao 1994
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Department of Econemic Development and Trade

The Department’s key functions are to formulate and implement the State Govemment's
Econamic Developioent Stralezy, and fo sirengthen and divetaify the Slate's coonomic base,

‘The functions of the Divisions of this Departnient are;

International Trade Pevelopment concentrates on facilitating exports, thraugh the opeeation
of overseas offices that asssst momwearketing and the operation of assistance programes loc
exporlors.

Project and Investinent Development provides facilitation Tor major investment projects, and
tmukes vuntaet with potential investors o airset addidional invesiment to Qneensland.

Development Planoing is responsible for preparing the Stare Economic Development Sleuteny
and providing wpul 1o e Swie Stealegic Plan, advising un infrastrociure roqerements and on
the State's industry assiskance measures.

15.2 Performance Assessment of Central
Agencies in Queensland

Key Points

* In 1904-95, the running cosis of ceniral agencies in Ouesnstand were
comparzhie ta fte cosis of contral agencies e other Stares. However, sifier
Srates  have rationolived corporale servicey  for central apenciss, aad
Cneenxiand appears fo have scope for sharfng resources among i centri!
ageneles,

. While it can be difficult o provide ehjeciive exsesvment of podicy advive, the
performanee of central apercies jn providing gifvice needs to be subjeer fo
wssessment ainl feedbock.

. The vverfap in the functions of the Deparimernt of the Premier and Cabinst,
Creencignd Treasury and e Departiment of FEcoramic Develapment and
Trade has the potentfid for pofloy and operational cornflision,

Ay noted above, cantral agencies in the various States, mainly comprising the Departments of
the Premier and Cabine! and the State Treasuvies, wndertake 2 range of ancillary wied, in some
sases, guite warelsted functions in addition te the core fimetions they provide.  The level of
core services alse vartes belwean States.  Lhese differetces make a comparison of interstate
costs gilfficult, One examanle of this is the level of {Tzcal controb exeresed o Queenslam
thraugh the centrel secounting systeme und the financizl and bodget monitaring processes,
which are considerably maore centralized than in maost ciher Stares, where responsibility for
monitoring functions s more widely spread.
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The 19%4-93 rwming costs reported by the ageneies in Qoegnsland and the other States weps
recast by the Commission with the aim of constructng comparable core service delivery costs,
Although net conclusive, the resuits Tor that peried mdiceted et the costs of core service
dulivery in the cendral wgencics in Queensland was broadly o line with those of other States.
Since that time, however, other Srates bave moved o rationalise corporale servives fonelions
within the central agencies as a cost-seving inilialive.  This would appear to be a sensible
meagure, which eould and should he progressed in the Executive Building complex i
Brishane, where soma facilinas are already eftactively shared (such as library scrvices).

While cost comparisont are diffienlt enoyah, thare is no simple method of benchmarking the
quality of palicy advice given in regard 1o the general cwaning nd fulure dircelion of
povernment, Ullimatety, the zaceutive Guvernment has s determing the appropriate lavel and
guality of advice. and provide feedback on performance (o the ceateal agencies. 11 shouwld be
noted that, despite some practical difficulties in measaring and manitoring the performance of
policy departmcms, there is e justiflication [nr exempting these agencies as special cases in
terms of the degree of accountability and contestalility the Commission recomaends should
be the norm for all government departments and agencics.

While the current functions of the Deparitnent of the Prepier avd Cabined, Quccisland
Treasury and the Departiment of Economic Developmenl and Trude cach place a taudatory
emphasis cn cconomic developinent, invesdment and infrastructure pobey and planning and
major project facilitation, it iz evident that there is considerzble overlap and duplicalivn of
rasponsililities in these areas. Apat from the polential fur deadweisht losses doe o resources
heing dewvoted to duplicated effor, the costz of pelicy and operational confusion, especially
when considering the mteraction with the orivate sector ol these arcas, are likely 1o be high,

15.3  The Appropriate Role of Central Agencies

Key Points

. The core finciions of centrad agencles Invaive setting objectives and polivies,
planning and overafl resonrce ellocation, promeing the use of best praceices,
EPMT Perforiaree BSNENSIITH.

. Quiber functives cacrently andertaken by cerival apencley shondd be devolved to
dimg apencies.

Chapter Three of this Report, in its model of best practices and processes for the operations of
government, has already implizitly indicated the Comminsion's vicw about certain aspacrs of
the approprizte funchioning of central agenvies.

In particular, the recommendations of Chapter Thiee include the folluwing issucs thal are
relevant to the role and functivaing of cemral agencics:
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' establishment of an appropriatz fiscal responsibility and rransparency framework
and legislation to require annual veporling againsl the ebjectives and ondpits
specthed in this framawaork;

. adoption of a cwele of stratesic (as well as corporate and business) planning
wlhich objectives are set, means to achieve theny idepliled and results revicwed:

* courdination of planning (especially at the regional leve?), bot not inoa direciive
roie, and especially not 20 as fo rranster responathiliy and risk ro Governmient;

' movement oaccrial budgeting (and  gocounting} with service agieements
beeompe, dhe vebiche for e svstein of cootracls sod increased flexibilily i
purchaser-provider arransements, develapmeani of lone nm (ren yeart projections
of the Budger, and develapment of an improved capital budoeting process,

. esighlishment of a system of regular benchinarking of performance across
Govermmnent;
. involvement of the private sector in the pravision of services and supportimg

infrastriacture, bub in transparent ways, including St which the risks aee explicidy
borae by the parly besl wile o caery Lhern;

r reperting hy the Auditor-General on e adequacy of risk manapement practlices;
and
. reviewing govermmend vwoel businesses, improvemenl in compotition and

resnoval of conflices of interast on Boards of governmenl corparations,

I'he key features of the proper role of ceniral agencies include 2 whale of 2ovemment role in
policy- —especially i kenns of seiting strategic objectives and divections—and o the 2xsessnment
of the PrORress uf p«.:rﬁ:-rm:mce: in achicvine the ohjaciives of the povemmant  There are also
isgues of leadership and of servicing the collective Ministoy,

A husiness znadopy = appropriate: the Cabinet may be seen as the Board of Directors, with the
Premiier a4 the Chasrmian of the Board of the Government, and the Treasurer as the Dhirector of
Firanee af the Board. Paclimoent may bo scen as representing the sharchakders of the hesiness,
hoiding in trust the voles of the public  Cenfral apencies correspond o the head office or
corporate headquarters, and assist the Board in sefting shatezic objectives and policics, in
plaoning and overall resource allocation, in promoting e use of best practices and in
performance assessment. Line depariments snd apencies correspond to fhe production unies of
the bnsiness. The key clients of cenural agencies are the Premier, the Treasurer and the Cabinet
who ace purchasing head office services Trom e, The key clients of line departments and
arencies are the cusiomers o whom they sall services...n many cases the Premier who
purchases secvices for and an behalf of the public, and i others, the public Golf which
purchasus the services of the depunmcnl or apency dicectly throgh wser charges.

All activitias of govemmment that do pot relate o such head office Tupctions should spuerate in,
ared 16 necossary be devoedved o, line depadments or agencies, which arrange for the actual
delivery of services and supparting infrasirocture o the community,
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15.4 Options and Directions for Central
Agencies in Queensland

Key Points

. Tire Depariment of the Premier and Capinet and Queenstand Treasury vhontd
word fogeifer clovely, with en increased emphasiv on fegoweork  and
iRferniarion sharing.

. The Office of the Public Secvice shoutd remain as @ central ageney.

o The Government Saticvicion's Office showld take over the role of purchaser of
infarmarion on heftilf of the Gorernment, including infermation aow colfected
By the Registrur-General witicl woudd be relevant to the Statixtician’s rode,

Implementation of the recommendutions of Chaptar ‘Theee {amd recommendations clsewhere
tiwcughoul this Repor) clzarly imply majper efforts witl be reeded in and by the central
amencies,

While thuse agencies have performeed bistorically very well the relative size of the State
Government's net woith provides evidence al their effecriveness--this Report bas concluded
that the State has to improve ils historical ways of working. simoly because of the likely fiturs
thelericration in its financial ourlook

The Commaigion sees that the mwvo key cential agency dupartments are the Liepartment of the
Premier and Cabinet and Queensland Treasury.

These Departments must work together closely, Both hawe Ine divect responsitility of serving
the Cabinet and providing it with advice. The Pepartment of Premier and Cabiel provides a
service ay a suerelariad o Cabinet and the Executive Council, bul also, more bnportanly, it
serves, the Premier and the Cabinet in a key policy advice rafe. The T'reasury serves, with the
Lrepartment of Premier and Cubinet, the Cahinet Dudget Commirtee and provides policy advice
oo zll submisaiuns made o the Cabiner,

While it is important ko kewp intact the spirit of these separaie rwo main cenirsl Departments, it
is, at the same time, crigeal 1 foster a culturs of leanwerk and informarion sharing berwecn
therm. The organisation of thie Depariments should become more flexible, with more use of
e stractures, hoth within and between themy, The characterislics uf gord issue based teams
hutve: been described by the United Kingdon Treasury in tznns shown in Table 152, The
creation of such cross-divisional and cross-departmental teams should be conplementad with
high quality informarion technology. to facilitate teain work and inlormation sharing.
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Characteristics of Issue-Based Teams
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Bource, MY Tressory { FOUS ] Fuitamoetal Boeew of oeeneng Cosls,

The role of the Coordinator-Cieneral, which is held by the Ditector-Genetal of the Drepartment
of the Premier and Cehined, is eoitically inporlanl. This cole should ool be direetive, hual does

inciude:

Jevelopment and speciticatign of the Covernment's objecrives theougl the Stare
Stralegic Plan,

outlining the plicy and coordinating planning avross the whole of govermment
(including the regions) for capital projects—noking rhat this has o be done in a
way which comiplements the capital budgeting processes of Queensland Treasury,

favibieatinr  major  projects and malinieg the  Framework for indosiry
assistance—noting that this also needs to complement the capital budgeting
processces of Queensland Treasury, and

providing advice {in conjuretion with Queensland Trewsury} on overal] ceonomic
policy lespecially with respect 1o microeconomic reform) o the Govemmens.

The rolu el Uwe Under Treasaces is abo cribically importanl. The safient fonetives of Hie Under
‘Lreasurer mclode:

being the primary source of financual, hudestary and related sconomic advice 1o
Lovermnent;

coprdmating and advising on, the Budeel, resowrce alfocation process of
Ciovernmend, including capital hndgeting asgessment, and asset and liahihiy
managerent (includiog privatisation) as integral components of that process;

managing the Governmenr's financial risks {including contingeni liabilities), and
related fimancial accounting and reporting sysfemy:

pravidiag advice {in conjunction with the Departmenr of Premier and Cabinets on
overnll strategic planning and priovitizabion acrcss Governuoent,

developing {in conjunclion with the Courdinalor-Genueral) an inteprabed capital
works program for lhe State and complementng the role and function of the
Coordinator-Ceneral;
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. sstablishing and maintaining pefonnunce assessmenr systems and contiacts; and

v providing wortld best praclice leadership i skills, systems and methodologies
concerning ceonomiz, financial and budgetary issues across govemment.

The Office of the Public Service should remain as a cenwal agency, possibly repurting (o boarh
of the fwo mamn central agencies operating in accordance with the Cummission's recarmended
new wayvs of working.

Examples of finclions which appear to be duplicated within the central anencies inciuds major
project facilitation, microeconomic refurm and ceonomic policy. Examples of functions which
appeor 1@ be inappropriately placed within the central agencics arc services to industry and
incluslry assistance,

On the other hand, one example of where an agency appears to be wrongly located {outside the
central agencies) is that of the Repistrar-Guneral a0 office which is responsible fir keuping
records of vital siatisties {iv births, deaths, marriages, ete)—which hus imporian: synergies with
the Governmoend Statistrcian’s Office.

This example provides an inferesting case sudy. The curremt location of the Rsgistrar-General
wilhin lhe Tepartment of Justice would seem Lo have more to do with administrative
amangernents tor registering vilel statiskics through Courthouses, than with cnsuring thar the
information is vollecied in accordance wilh plapning purposes. Tor instance, estimates of the
popalation, and i3 characteristics, are importam for plasning and tunding reasons, as well as
reasons of legal rogisiration. There is ne reason why the Govemment Statstician’s Office
could nol enter ite a contract with the Departmend of lustice, (or some other organisalion,
passibly private sector) to supply segistration services. The Govettment Stutistician, who is
respansible for the provision of accurats and timely planning information o the Govemment
shuuld, however, be the purchaser and should he revponsible for the specification ol the data
required and its standards,

Recommendation

151 The Govermunent showld commission o comprehensive review of e struciure
wmid funcvions of the deparenenis and agencies cirrgitly comprising the
cenrral agencies of Govermmenl Department of the Promicr and Cahing,
Ouecersliund Treusary, the Departient of Econonsic Developmeant and Tryde
and ez Office of the Public Service—ro:

. Jocus on and implement the deffvery af strategic policy, informution,
plasning, canrdination, budgeting and aceonniing services idenrified in
fhis Report,

' ritjonalise any ineppropricie functlons thal cereendly reside in the

centril agencies awd relocate them to the appropriate fine depatiment or
dqgrency and vice versa; anid

- aflminate any weeas af averlap and duplication,
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Services to Industry

Key Points

There existy a wide rienpe of seeminply overlapping mzayires and agency responsibilities for
freclusiny assistance. There 05 alvo o Jeck of clarite revariding primary respenrsibilio for ithe
pranution of assivance, covrdimativa of ficm specific assidance dad podicy develapment,
Alternative appragches ar sieans af defivery are rarely considere.

Findings

15.5

Gomf poversment’ policiex, consisting of the provision of zeneral education
and  training, offfctent fmfrpiraciire and g pro-compotitive  legal anid
regnfufory framework, are saperior o targelod brdisiey wisiviance, expecielly if
subsfdisarion By raxpavers is brvsived,

Thee range of indusiry gssisfarce meesires gf the state fevel iy extensive enif
inrclarddes: direct firaircie! assisianee (focheding weanfs, concessianal finanee,
fome competitive service olfipatfang, and pricing distartlanst, pukblic sector
ifvglventeny (trade promoriond and non-fincecinl asslitonce  (preferentiol
wenriags, oned evemptions from regufationsy, De 199395, it iy estimaied that
Imidusery assislattes folailed arotind 3700 miffion wipn eff forms of gssistonce
e fREN ) aUconL.

Meany if the reigvant incues are hging qddressed by an Indusiey Commission
Ingufey. Fo pertloalar, the Ivguiry wiil: adidress concerns with ‘bikiling wars’;
puther inforsttion wbon Me extent of governkien! essistance; assess 0y effects
an geonpmic and regimed development; and exorting a numbsr of policy
fxsties,

Few assisfence meusires are gffectively evaluated. T those cases wihere there
frag been an evaluation, partiel rather Hure whole-of-ecosomy Bapaers frave
heen considerad,

Current Industry Assistance in Queensland

Key Points

There are 340 [ndustry assbiiguce progrems provided by @ wide range of
Crizenstand Government deparimenty,

The Budped cosr af fdentified Gueensland Government Industry assistanee
programs in 1994-25 was arownd 5700 million when afl readily identificble
Jourmy of waistince, incheding revenue forpone, iare faken fnfo socouit,
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State Government Assistance

The developraent of new industeies elevant 1o the Saie's resouree hase and s competitiee
advantages ard the expansion of existing industries with growth porestial and  Iocai
value-adding are fundamental 1o strengthening and developing the State economry and W
raising the proportion of highly skilled jobs in the labour force  There are many programs
and measures of wdustry development, inveslment aftraclion and expod gssistance and maor
project fucilitukion, wlhich have been put in place o suppoert the achicvement of these
abjecrives,

At present, Quoensland has 540 State dndusiey support progrms. Thetr Bidget cost in
1994-85 was owver 3350 million. Few of these measures provide substantizl direct fnarcial
assistance 1o indwstry, Many involve provisioo of infornation ond edvice of value o indasiry,
afien pertaming b Government regeitements ane databascs. Provision of services aimed at
iereating the imterpational campetitivencss of enterprises through improved maapgement or
iraining is uise prominent,

ndusty assistance s also provided througzh other policies. neluding:

. imigation water nsers kenchit from e Government's pricing policy fr water
where no attempt is made fo raise the $150-200 million a year requived ro
provide a return oo capital:

. benefits are providad ihrough compelHive service ohlizsiions G noa-buik rail
fretght, which in 19935-20 included an cperating subsidy of ¥126 million m
respeel of fhe reigl network: and

- much of the Gevernmenl's furding of reszarch, development snd application
(3115 milljon i 1992-03, 70 per cent of it for rural industeies) is not explicithy
ireleded i indusiry assistance programs.

Major direct industry assistance in 1994-93 was provided by the following deprrments;

. Treasury - K117 millien, mainly for G cxemptions, concesstons and rebatoes,
amergetcy assistance and rure| adjustment payitients.

. Primary Industries - $115 million, excluding water suppiy, mainly for exteision
servicos and infrasiraceore;

r Premiers - 336 million, in exporl market supporr, expott development, project
facifitation and overseas rade ofilces;

r Transporl = 330 million in trensperl saemsidies and infrastenelore;

. Tourizm, Industry gnd Small Husingss - 362 million, in mformation and advics,
industry exteasion, research and developrent, major project incentives, Indy Car
Grund Prix and Quoensland Tourisl and Trevol Carparation (s s apar! lrom
tax expenditures, which provide significan! assistance to snrali and medium sized
Business. in the case of payroll tax, this is roughly 1he same &5 e tax collected),
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- Fustice - 217 million, in funding for filtms, television and arts; and
. Minerzls and Everzy 52 million, lor satety aod research programs and

fueilitation of busines: development

Commonwealth Government Assistance

Major Commorewrealth Governmnent assistanca programs avatlatle in Oueensland in 1994-95
and 1 993-96 included:

’ programs desipaed  srimarily to encourage emplovers i take on or train
employees;

* progranys alimed at Iifling competitiveness throweh enhanced firm performance,
ep Ausindosity managemend enhancemenl proprames:

. export assistance, eg AusTrade's Innovative Apricuiral Marketing Propram.;

. support for research and development {20 the 150 per cent iax CORCEssiond,

rescarch  and  developnent  grums, e Rural  odustrics Rescarch and
Lrevelopament Corporation and Cooperative Research Centres; and

« a rarge of imdosiry-speciic subsidies.
(=)

Mo ageregate data are available for funding of Commonwealth assistance to Queensland,
While in seme sreas the Commonwealth and Sete work cooperztively feg Austadustry
programs), shere is clearly a danger of duplication, overlap and double-funding m the complex
arvay of programs on oifer from different leveis of govemment. As an example, the [ndustry
Commissivn cuationed i #s 1993 Report on Rescerch and Develupment that State assistance
for ruval research and development was in some cases ‘opping up’ Commonweaith assistance
whicl was aleezdy much greater than that provided to cther industcizs.

The Etonomie Planmng and Advisory Commission estimated fhat, o FP8E-39, wial
Crnnenonweaith sssistance o mdustry was equivalent lo 22 per cond of the revenee from
carporate myatton. The Commonwsalth Govermment has indicared vecently that # will reduce
industiy assistatee as part of s fiscal tightening.

[5.6 Performance Measurement and Evaluation

Key Points

. There Is no cocrdingrion af the mperind of assisranee maosires,

. The processes for privr evaluqrion, priorizisation and performance gssessmtenl
of axsivionce measires need e be nproved,
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Ferformmance menosurener! and evalustion is critical ra the efticisnt and effective functivning
of industry assistance regimes:

. erioe 1o implemzntation, il allows sn asessment of the vale of proposed
programs  this provides a basis not orly for selecting, rejecting wr modifying
each propoesal, but also for priotitisation betwoen prupusals;

. during and post-delivery, il allows sn cetimation of the effectiveness of the

prupram, s sirengths and weaknesses and the need for any modification ar
deecantinyance: and

. compansons of evaluations using a consistent moethadolony provide s basis for
improved program desipn,

The ooly data available oo this matter have heer collected Far the [pdustry Comomission and
indicate that few programe are effactively evaluated. Ewven where there s mere rigorons
evaluation, it almost all caszs il & stll parizl, rather than assessing whole of economy
npaets.

There is & need 1o improve evaluation teehnigques,  In particular, there is a need to address
guesticms of the following nature:

. What would bave hapoened in the absence ol inlervention?

. How does the experivove of assisted firms compare with that of non-assisicd
firms?

r Were market conditions in the evaluation pectod different from thaze prior tait?

There 1z clearly great scope for improvement in valuation lechniyues and their application in
Queensland, including grester use of cost henefit analvsis and general equilibrism modslling
and anulyis

Evaluation of Assistance

nformation to support evaloation is sceice. Sooe point weising fram ihis limeed information
are;

* weed for vegidar aved indepedent review- whete programs contain @ formalized
and objective review process, rthere tends to be greater oppotiunity  for
improvvements i he made—a cost-beneflt analysis will a consistenl methodolagy
would allow comparizons betweoen orawrams;

. Sustiflcadion of govermmear avelvemient some  programs have defined a
purevived market faiture and the way in which a program might comeel the
deficiency, but none assesses altemative modes ol schivving the same ohjectives,

. vhear ldeatifcation of gowds while the majority of assistance programs wete
furmulaled Lo widress specific concerns, there s lintle, if any, precise definition
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of wiat is to be achieved and the vxieol of e condribution =2 particolar sszistance
propram migh! have towards those desired outcomes—thers is also scant
description of the direct linkaze zetween the inputs of the program umd the
desired outputs;

+ frassperescy—simplicity i program desipn and applicabion not only permit
easy measurement of 2ffectiveness and pertormence, it alse provides a caommin
basis For comparison between differom programes; and

. Aractder anpuers thoueh B s difhonlt in many cases o quantify the extent: of the
Flow-amn effects a pamicutar assistance measure might bave, it is esseoiial (hat e
posttiive and negative spill-over effects of a program he evaluated, even if it is
paly an & qualitative basis,

While cvaluation of an assisiance projprrzm in isolation micht suggest a net benefit, this might
not ke the case when e propram is viewed inhe wider contexi of whole of economy impacls.

15.7 Future Needs

Key Points

. FFith wachangod policies, and inaimernanee of outlapscrevenie forpore i real
por capite ferms, folad outlapsirevenye forpone I 2004-05 would be in thie
crder aof 3888 mitlion ar F#P4-95 prives.

. Alferstative approachies fo industry osvisiance, focluding reconrse 1o privie
seetpr provivien, e exise and greater aiteation shosdd be direcied o their
wiilisation.

Current Approach

Because of insufficient mformation, forecasts of futare industey assistaince program needs and
their Anancial mplications, en the basis of curreol pulicy, cun enly be estimated vary roughly.
AL twest, il eun be conchuded That with inchanged policies and maittenance of outlay sfeevenue
forgone in read per capiea werms, total cutlaysrevenue forgone in 2004-05 is likely to be in the
order of 3380 million at 1994-95 prices.

Alternative Approaches

Policy Hierarchy

Currenif assistance measures have been vsuslly geperated from the perspective of o sl
agency, and often i an ad hoo or reactive waey, rather than lrom an averarching assessenenr of
which measures witl hest contribide tooa Government's averall economic objectives.
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The sl step for the Government is 1 proveed with cleatly defining its ecomomic goals and a
higrarchy of suppaming objactives, as pat of the State Strateg.c Plan.

The fullowing are key policy targers moa hierarchy develaped by Quesnsland Treasery:

General Economic Development

The use of povernment resovrces woald be best applied 10 the general improvement of
the Queensland ¢conomy, This includes ihe pursueit ol scund Siscal policy. promaotion of
frew trade and the eneourasement of investment in the State, by ensuring competitive
enoneme and social services and a protessional markeiing of key attribules, rather than
throuzh discriminatory inceliives.

Market Facilitation

Market tacilitanon policies seck 1o imiprive the efficicnt aperation of the market by
increasing cumpetition and redocmz or retnoving existing impedintents and friction.
This inchidez: the provision of gemerally available information; \be smaneement of
supervisory bodies for consuiner (and producer) profeclion with & mandate to balance
profection with market develapmeni; the minimdisation of inkibiting regulatory and
transaction costs: and provision of approsriate infrastructure, education and training.

Strategic Assistance

Straregic assistance 2ims to bring abow changes in induslry structure which would no
result From markel forees, or o acecleratt or coonter changes arising Fom srarket
forces, in arder to purswe a strategic aim of Govermmeni. Use of stralegic assistance
implies a beliet that Government interventiun  medify industry structirre will producs
drl auterme superior 1o that which wontd arise from maviket larces.

The use of such assistance is rcasonable only in the rsse of market failure.  The
gxternalitics thul may give cause for strategic iMterventon include: merit goods and
public goods: barriers 1o entry; and short term nvestinent boarizons (espeoiatly where
benefits Row to Mubure generationg).

thverseas and Austalian evidence lueds mr supgpest that steategic intervention has not
prun important noexplaming industry succese when compared with other faciors such as
factor endowments, compstition in product markets und technology

Broad Assistance

The use of modes of assistance (o industry for which here i very hroad clipibiliny
should occur only where there is subslanlial market filure or disasters.  Broadly
uviilable msxislance puois a heavy deain on government finances, and the breadth of
distribution may mezn that the beaefit may be spread wo thirly 1o be significant to the
recipient,  However, widely wvailable assistance is less distorting than fiem specibic
gasislance.
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An imporiant condition for broad provision of povernment aseistance is that i should
fave a limited Lime spar znd dimenish over time. This is 1o prevent dependeney un
2OVETIIMETnt assistance.

Firm Specific Assistance

[n somee instances, governtoental assistznce s piven to individual firms for hailogrs,
start-ups of relocation dncentives. The major problems associared with this method of
rird mre thar there iz a tendency to transfer funds trom ovore vieble fitms (through the
taxation system} 1e less viable ones and a tendency o anadyse fiem specific assistance in
isclationr, sod med within the coniext of 1he broader economy. 'n general, firm specific
assirlance is ko be avorded.

Oinee e hivrarchy is cstablished, the focus shinid bz one

v piving praference ro policies af the wop of ihe hisrarchy,

. maoving down the hierarchy only where there wre compelling reasons o do so;
arl

. renlacing existing policies with policies higher in the hierarchy  wherever
possibie.

Thiz approack would allow for significant rationalisation of axency respomgibililies and Hhe
range of progeanns will @ wiew Lo

. achieving a better FE between overall government objectives and teadividual
mieasures, and

r improwving aceess and endarstanding of government assistance by the privaie
SECTON,

Options for Service Delivering Industry Assistance

There is ne single nusdel Tor delivering industry assistance in Queensland. Programs may be
deliversd directly by an agency, in part by an ag=sncy and in pait by an external provider, solely
by an exteruzl provider, ot through the powvision of subsidics.

In some cases there is a degree of duplication in service provision. For cxample, services w
sraall business have been provided by the Queeensland Small Besiness Corporation, its pareni
ilepartment, the Department of Towristn, Small Business and Indusiry, and a numbcr of privale
ndiesty bodies such as the Queensland Chamber of Commerce and Indusiry and the Metal
Trades Industry Assoriation.  In sther cases, there is competicion fram g public secior body
{riech as the Queensland Towrist and Travel Qorporation] in an area already well served by the
private sector,
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As there are few comparable assessments ol the net benefits of programs, il is difficult w
assuss the maost appropriste fonm of delivery.

As discussed in Volume |, in instances wliere the privale seclor cen better achicve government
oitput objectives, the povernment should allow it ta deo so. The facilitation of market forces
for public benefit oot only reduces the burden on public finance, it also pives assistance
prograems groater markat oriostation. Ullimetely, this should achisve the povernment's
objective of eliminating marker failurs without the associated risk of governmental failurs,
Importantly, this opens up the provision of services o competition, flexibildy and markal
driven innovation.

One recent example of such an initiative 15 the Corporation Builders Serninar Serivs. The
Corporation Baildurs presumes thal high scarch and trangsction costs in the venwees and
development of capital markers in Queznsiand are most effectively addiessed by measures
developed primarily by plavers In the market.

This initiative haz proved very effective in achieving s aims of reducing search and
fransaction cosis and introducing new sowrces of finenee.  Being freec of bureancratic
constraints, the Comoration Builders has pone far bevond its original aims. A new company
has been ser op with Aterican pactriers which provides access to MASDAD and 1o mujur
spportunitics through counter-trade aod Lniled Stules of sl deals. With the benefits of access
oy MASIIACH (berter value in farms of amounts rased refative to share of equity sold, fower
cost of capital raisings and preater Kquidity) several parties in Singapuore have caprossed un
irtorest e fingncing Queensland projecls or in direel Sovesiment in Cheeeensland. The
Corporation Huilders s an imponant example of the altemative paradigm of how goverumenlt
can meore effectively achieve their atyeclives, ab minieal cost Lo the Rudget.

Another examnple of how a goveroment initiative can contribute to busioess infrastruchre
development is the Queeasland Enterprise Workshop Program,  Gniemprise Wosksilops began
in the Universiry of Queensland Graduate School of Management in 1954 wirh the assistance
of @ NIES grant, a5 pant of a natieval progre. [ V989, Lhe centre buecame sei-funding and
operated ont of the University of Chueznsland as a private concern. Tt moved from the
Lniversity at the end of 19%3 10 form the Achaeus astitute of Entreprercurship and now
aprales as & jeint veniure with Bond Dniversity, offering sarvices on a user-pays basis.

Overall, there s a strong case for rationolisatione and coordivation of mdieimy assistance
programs, for a prealer degree of private sector invelvement and for greater contestability in
delivering assistance.

Industry Assistance for Primary Industries

The Department of Primary industdes (DPI and the Depuriment of Nutural Resources
fpreviously Drepartmenl of Lands) have a key role in supporting the preduction and
development of agriculture, foresr. fishenes, water and lend wse in Queensland, This role
extends from monitoring and managemment ol the Slate’s natural resoorees, 1o kechnical advice
gnd parinerships wilth primary producers (o mprove productive capacity and ccoRomtie renums,
through to advanced research and development in these linportant indusiries.
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The Departient of Primary Industries and the Department of WNaktural Resources have g
responsibility for delivering o range of services apd acuvices 1o the wider GQueenslund
sommumity meluding prinmary producers, indusiry growps, processors, conSUINCE, commercial
developers, imtersst geoups, educational  mattulions, local ewthoritics and  other State
Goventent departmends and Commomwaealth Govermment departments.

The Queensland Buwral Adjustment Authorily’s primary limetion s te propeely and fairly
administer Slate and Commenwealth approvad schemes of assistance to primary prodacers and
amall businesses o Queensland.  In camving out ils primary function, the Authority
administers an extensive range of schones clirceicd o achieving Government objectives In
rura| acjustmcny and sustainable agriculiral production. Total tunding (adninistered through
Cueensland Treasery) of 3739 million was provided in 1994-95 finterest subsidies were $63.4
million and concessional feans were $10.5 mitlion.

The Commission believes that beneliciories of the aclivities of these agencies showld be
required to meet pat of the costs of delivening services, particularly those services which offer
privatc benefits.  This bas already been adopted in some service arcas such as the
implemeniation of commercial practices i DPI Forusiry and Water Services Proorams. This
strategy will incan st e identification and vahuation of assers controlled by these prograns
will become critical, as targer rates of retnm will be affected by these decisions.  While the
private secror is reluctant to fund capilal works, foe for service arrangements should ¢ omribute
lowerds mainterance and replacement costs of key assees, particularly in the water supply and
reeearch areas.

As the commercialisation progess proceeds, ir s likely that sone assel rationalisation will
occur o teduce overheads amd hewer service customers. Clhanges in the service defivery for
Waler Services, TH Torestry and Matwral Rescurce Management Progrums  due o
commercizlisation will affest the long-temn asset holdings of these programs. lowever, it is
envisaged that prductivily improvements resulting from this peacess will enoble enbanced
service delivery w ihe fuiure.

The Government’s pedicy of regionaiisation will result in a significant propastion of assers,
such a5 office puildings, plant and equipment, heing Incaled in country cenrres to mateh
survive delivery priorittes. Belore capital investment in such assets occurs, however, e
tommission suggests thar the opportunites for interdeparimental sharing of axscis will need to
e investigated in an effort o winimise asset duplication, while still delivering improved
servicas o regional clisats,

The Commission encournpes plans o increess collaboration berween DEI and other sepvige
providers incleding CSIRO, wniversities, departments in other States and privele scoinr
companies and organisations. For asset planning, Uis will mean hetter atilization of exisring
aszets Uwougle lwhupes with the private sectar, services far other government organisaions,
and the like

These agencics have s responsibibity 1o he collzborative and inngvative in the way infermution
is generated and distribaeed. B is Biely that greater use ol assels, purticalarly thase nelated to
wtarmation delivery thrcugh technology, will he required 1o adeguately deliver services 1o
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clients iin the fature. These agencics have an imperative, throogh innovative research and
development, o promote Queensland’s comparative advantage in primary industrics.  These
ageniies need to develop technelozies and mathods ter enable primary prodiecers o better reet
mckel reguinemenis @nd lower theit costs of prodoction.

Froductivity Gnprovements, stemming ffom lechnulogy and research and  development

irmovations, witl increase the competitiveness and economic valug of Queensland’s privary
industries.

Recommendations

12 The Hovernment shumlid refocus and retionalise agencies imvolved in the
proviston of industry assistance so thal:

. assistance is coordinated with vverall Government objectives; and
- private sector accexs iy, and compredension of, paveriment assistance i
Jacititated.

155 The {rovernmenc clould andertake o review of industey  assistence e
Elueenstand, based an the findings of iF Coramissivn and the resufis of the
fdusiey Compmission Ininiry imie Stuete ovarmment Assisianee ie Industry. to:

. prievitise progravwx ad rotienaiise e existing picthora of measures
ke HEHTse 'Sttt clanses’ whenever eppropriaic;

. provide off forme nf assistaace transparently trowgh the Budget, in the
Jarn of direct paymests rathor fan By way of eoscessions, and thrauph
normal Budper plusning processes;

- enable the private xector o wudertake service deffvery on a conilfestichle
basis; and

. asrabilch and Implament rigorous proveises and fechniques for program
assessment wind evaluaiion.
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Administrative Services

Key Points

fn PV94.95, (eensiond Goverhimen! deparimonis ard agencies purchased almont §700
million of goods and services fromm Depariment of Preblic Works and Wousing business wnis.
Much of this rvofveld owfsanrcing of functians,  Affowing deparonents gnd agercles (o
choase haw miech qud from whom fhey purchare wifl fucifitnde fhe reafisation of e fufl
benefity of ralioareing,

Findings

v {inpying governmens depariments and agencics from specific suppliess will
enalle them to becoine more discerning prrohusers of poody and yvervicey,

- Ay a peneral rile, government ugencies stonld de free to seek the best deal
possible for the proviston of gaoods oF servioes, The only circamstance where
povernmen? agencies shraalid rensivir tied fy ¢ particoler supplier iv where there
v @ clear mdvambinge fram o wiale-of-povarnment approaci.

v £f vire full Beneftes of onrsotircing and contestadle markets are te be realised,
Fovernmenal Dusiness Nwifs mest be pof or on egeoal fooliay wilh privafe vector
cennpeliiors as mroch ax presible,

. The curreny tefecommuttiication  arrangemerts hove had some unforesesn
conseqiences tat have difuted the berefits of wnivourcing.

. hebsanroing requices commerciel expertive and must be mangged carefully w
HuLchmize the aotivitl bengfirs.

. If government agencies are compelled te antvorree from u specific pavernment

supplier, many of e bengfis af outsauccing are lost or divsipated as the
comperitfve ension and hon-pabiic sector envirptment from whick many of
tlese bonefirs wre derived wre neit realived,

15.8 Background

Thie Department of Puldic Works and Housing provides = range of services to government
throaph its Commercialised Services Business Units and Drviswons of the Governmenst Services
Lrdup (see Teble [53.1),
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Table 15.3
Puhlic YWorks and Howsing Servicas ta Government

LCOMMERCIALISED SERVICES

Dperaling

Ravenye

Ausiness Lmil ey Services il?n'n'lti:

Project Seraces Cesign c.-:-nsu tsnay and p;:.qm ranagwmant LIS

3 Buily Ruilning and coodruclior seee ces inglucing e wnterance FRR.A

QP Procerty Management lLaasiap af off se, fown e el sed aler acsHn moTation (a) #18.%

DOPRNT Printing and maroet ng Al cicte bution af el 23.6

DYFIFET Maobor wehig g legsing anc fless narapement sarvicas iy

Salas & slibiton Servinss Frilinoary, paraleral, Lrmiune, nardware ang other supplins 223

CITEC Infermation serv ces and wlusrmglian lechnology services 019

; l!:?ﬂ;'EFi NMENT SERVICES GROUP

- Gp;ral'lng

Rivislan Fey Dutpyl Budpst (b}
Etr-..rlces Slralogm aie pol oy aduice;;‘: pracurerasal |
Buding Doty advice ou maragzerser bl gossinrmenl build assets |

St Arehpwe Idemdyirg, o+e52r rg a1 makirg awailable workie records. | 3225 milhgn
[ TFI Pelicy acwvce en gove nrr 2nt seleiemmunications ssurs |
Lega! & Seatrastual Foliy andl stevegy avwce wilegal and conlraciasl metters |

Zource; Queenzland Treasury
Hole. (a) techudes rent wiich vell D2 pakd inla 2 separate Trust Faa in 199596,
(] A creakceven of the Cpecating Sucget for Governmrant Sarvice Graup Mvis cas .5 uaasnlalle,

Muost ol The poods and services provided by the business uwnils are 1o clicnts who do nof have a
choice of suppliers.

The operations af the commercialised business units will be considered in this chapter in the
context of Chapeers Twe and Three of Volume | of this 2eport. Specifically. e fukure role of
2overnimant business units in the provision of seivices o govamment wili be cunsidered. The
current wlecommunications arangetnents and role of Q-TEL will alsa he considered in the
caontext of onrsaurcing amangements,
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5.9 Major Issues

Key Points

. Uniying govarimivend daparimests qud ggencies from specific suppliers wiff
enahie thent o beconte tmore discerning purchusers of pouds and services,

. Ay o geweral rule, government apencies should be free fo seek the besy decf
passihie for the provision of gomds or services. The anfy ofrcumstance where
govermment agencies shonld remiain fied fo o pacticelir supplicr iv where there
i @ clear advantage fram i wigle-gf-rovernment approach,

" I tha fufl benefies of onsonrcing and comastabie markels gre fo e realived,
COVErrment DRSiNCss WIS NSt be it on an epieal footing with private vecior
cernprelifors @y el oy possihie

Most govemment agencics in Queenslend are dirceied 1o purchase services from a given
savernment suppliar.  This monopoly supply simuation dissipates competitive tenzicr and
reduces efficiency. Further, if services are provided 1o govermeonl epencies rather than
purchased by Them, a% s the case with huikling maintenance, then there is no incentive for
government agencies 1o limif their consumption,

Llnkying povernment azencies from specific suppliers would erable them 1o become more
discerning purchasers of goods and serviess. Price sigrals woueld be sieenethened wnd existing
distortions in consumplion patterns cauzed by non-contestable markers would diminish,
resulting in a shamesed tocus on service delivery and program priofities. For cxmnphe, if
zovernment sgencies paid for building nminteiance fram their pase alloeation, it wonkd give
thern preater eontral aver their budaers and provide an mcentive for them to mare effigiently
manage heir mraintenance costs in relation o other agency priorities,

As a peneral rule, sovernment agancies should be free w negoriawe amansements for the
provision of goods and services with any supolisr. All services provided by bosiness unils
should be subject 10 an agresmeol slaling sxactly how much the armangement will cost and
what zervices will be provided for that price. Dusiness unirs should st incur costs that are pot
provided tor in such agreeiments. That is, the entire cost of runaing the busioess umel will he
atiributate|e L e activilies of thal unil

The only circumistance wherg govemment agencies should rerain tied to a particular supplicr
i5 where there B oo ckear advantape fTom a whals of povemment approach, for example i
purchasing power.  lhese arrangements must, however, remain contestable it they are 1o
beneflt the government over time.

[f the full benefirs of cutsourcing and contestable markets are to be realised, governmenl
busiiess units must be put on a level playing Aeld with private svclor competitors ag much as
pogsihle, s that the scoumulated skills and experize of the bosiness units are not endervalued
it the market pface and so that the business unit dees not receive any unfair advantage from
having been or being part of zoveroment. As Business units can compete Tor only public secror
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worlk following full commercialisation, husiness unils saould be privatised to enbance their
vrowth prospects and viebility. Conenercislisation and privalisation shoull be completed
within three years.  Allowing business uniis lime to become competitive will cost the
povernmenl both in terms of costs of goods and services purchased and accumulated losses as
the ingfficient business units continue Wy operals

As u first step o this direetion, a lax equivalent regime and competitive neutralily payimens
should be impesed on all basiness unils to adimst for tncome tax and other cheaper inputs to
which the business unit have access by virfue of being part of the public 2ector, o the extent
that busincss units have a competitive Jdisadvantage derived from beirg parl of the pohlic
sector (for example, Human Rexpurce Managemenl arrangemenlz:), the business unit should
not be compensated for these as this would mean the sovemment would be paying a higher
price for o service than i i was provided by the pubiee sectur. 17 competitive disadvantlape
payraents were made, the government would be paying for institgtional disadvaarzses and
wouild net achieve the most efficient cuteome,

15.10 Outsourcing—Lessons from The
Telecommunications Experience

Key Points

. The chrrent pefecoRminivgllan arrghgoiments have bgidf some grforéicen
civsegurerees i huve difuted the berefite of putsonrcing.

. Cavsonroing reqairey conmmercigl expertive ond myst he mangped caraflely fo
FHALETATRA e goisial beniefins,

. If government agencies are comipefled o outreurce from o specific goverannt
suppiier, mury of the bersfils of vativarcing are foxt or divsipated av e
comperitive tension and won-prbiic sectar cavironmsnt from which many of
fhese bencfits are devived are not reaiised.

Outsauteing b not @ panacea for all problems with setvice delivery, Unforeseen consequences
of the current telecornmunication grrangements are o gand example of how the benefils of
migourcing can he diluted,

in E992, the Qavensland Governmenl sought offers fem indusicy for the cstablishment of a
facilit’es management regime in relation fo the Government's telscommunications needs. The
proposed regime was o be estaldished with the objeetives of:

. lovarering fefecommunicalions service Costs:
’ improving services to users; and

. stimalating indastny development,
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o Angrest 1992, the Queenslaod Goveromen! énd Poeific Stac Commuenicationys (Queensland))
Pry Ltd entered into a contract for = period of Fve vears. CGovernment departments were
required to use &b services provided by the facilities magager,

(}-TEL, a division of the Department of Public Waorks and 1fousing, manages the contracr on
behalf of the Queensland Government. Ut is responsitle tor providing policy advice on whels
of government lelecommunications and planoing snd ovemll management of whole of
aovement elecommsnications services.

Pacific Star (Q1d) Py Lid is the Government's facilities mansger. I i vwncd by Teleeom New
Zealand and Bell Atlantic (who alza has a significant bolding in Tetecom Mew Zealand), The
role of the faciliiies manaper s 1o ncgobiate optimal arrangements for the customer with
telecommunicatons service providers (Telstra, DOptis and others )

SuntET Py Ltd is the operational arm of Pacific S1ar, SunMET enters into agrecinents with
the cervice providers and hills povernmem agencies. SunbLT containe all the operarional
expertise  and contracteal  amangsments  requived w0 operate e Oovemment's
teigcommunicativns arangements.  The Govemment hus 8 51 oplien o purchase Sun™NET
unencumbered for $2 upon termination of the facilities management agreement with Pacific
Slar.

blany agencies are frustiated with the current arrangerients and resent heing captive 1o the
whole of government approach as, in some cases, this leaves them anable W condrol their
sirategic divection. Some larger agencies feel disadvantaged by having to comply with whals
ol goverument arrangements,

Changes in the markef place since 1992 have made the currenr arrangementts costly. ‘Lhe
current level of savings could be achieved without a {acilities manager. The savings are now
much more accessihle to apencics themselves, thuopk he erigicat tevel of savings could nol
have been achieved without the whale of government approach.

‘The rerunetation fonmela for Pacific Slar hax reen criticised in that if iz based larpely an the
wial bill for the Queensland Government, 'This i3 clearly inconsistant with the objective of
ubtuining maximizing savings from rationalisation and other efficiencies. O-TEL arguc thal
the billings aspecr of the formula was commercially necesszary ro provide sufficient incentive
for Pacific Star 1o aggregate departments, 11 fes also beer criticised bor not placing suffucient
cmphasiz on service fevels,

The avens of preatest dissatisfaction with the cunent arangements relate to llitg proceduras.
blosl mrencics are unhapey witl the billing procedore and tevel of serviee, They report that
Billing is typicaliy late and inaccurare.  lwthermaere, O-1LEL has to rely on SunMET for
infonaation to vetify savings,

O-TEL s rale it also problematic. (TEE is not a service provider but derives its revenue from
the lewel of serviee defivery, Despite Q-TEL s primary function being the provision of policy
advice, most of ite funding now comes fram fres imposed on departments e relation o
management of the Facilities Management Agreement, There 15 potential for a condlict of
inferest i QWTEL's  invabvement v providiag  povemment  with  policy  advice on
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lelecommunications and deriving revenue fnom its management of the Facilities Management
apresment.  The policy advice and contract mansgement functions and other commercial
functions of Q-TEL  should be separated and as a minimwmn Joceted i differcal zreas of
Department of Poblic Waorks and Housing. Policy developnient functions should be Hudger
tunded, white commercial operations should be Tunded ZTom profits on operations on the same
basis a3 any uther commercial business unit in the Deparrment of Public Werks and Howsing.

The remuneration formula should ensure that Teeific Star is given the commercial incentive W
Iaxiniise savings and other objectives of the Queznsland Government.  The majority of
Pacific Star's fees (81 per cent since the inception of the Facilities Managemenr Agreement)
have been derived from total billings with tmly 19 per cent derived from savings.

Lespite the Govermment having 10 give Pacific Star advice in August 1996 if it wishes to
contisue the current agreement, no farmal whele of government approach to new SITHT FEMRETTE
s as yet been underaken. 1 was recommoded by the Tnformation Policy Board
Telecommunications Review Ruporl in December 1995 that a pracess be instituted o promoe
# realipnment with government objectives, requireinents and expuclations, Feom hoth an
agency and whole of govemment perspective,

The Duparimeni of Public Works and Housing should establish and chair & Cabinet approved
interdeparimental working group fo develop a delailed siraregy and implementation plan to
deliver new arrsgements ax describad in the Information Policy Board Telecommunications
Review Report tn December 1995 Although these issues lave buen considered by the (- TEL
Strategic Coordination Commines, a formal independent review of the current and possible
lulure arranpements 5 warranted.

This review should be comnpleted before any commiiment is given to extend the curront
arrgngertents.  IF shoold, as a minimom, consider the merils of the comrant AMITEMments,
review the roie and fanction of Q-TEL and viwure thal any firure arrangements are consistent
with the principle provided in Volume T of this Beport.

To maximise beneits from a coordinated approech Lo the manarement of telecomintunications
across goventmen!, fulure arrangemenis should be consistent with the principles of devolution,
Ciiven the pace of chanpe in the relecommunications indusiey, suvernment telecomemunications
technolepy procursment should be subject 1o increased contestability o enable innovalive
solutions 1o be considersd with appropriate sisk management.  Apencies proposing to
undertake or acquite uniqie applications for telecommunicalion systems should be required o
develop a cost-benedit analysis of allemative solutions aleeady existing it povernmenl as art
of their business plans prior to any procurement,

Recommendations

{5.4 Al Government departments wnd agencics should immediately be untied from
Lrepartment of Public Works and Hoosing Eusiness wniis, except where there i
a cfear benefit from u whale of government approach,

13.5  The whale of goveruanent inftiatives shoalid fie evaluated 1o ensure that there is
@ clear benefit from thiv approoch and gt ne sgency is worse off from
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i56

i5.7

5.8

f5.9

pariicipgating i the appreach. In the case of feet management, the Police fleer
siterfef be incfaded 'n the evoluofien,

Goverrrmen!  busittess unifs shkowld have @ 1ax eguivalent repinme and
coipelitive neniralily pavments imposed on them o compensote for any
campelitive advariage husirecs uniis vury figve over privale Secior competitors,

The Government sfrould sech soltitions fo comnunify senvice ahlipalions in
contected marked xo ax ie oktain the best price for the desired ountcome.

A¥F part of the anfping process, gy papmenis o business wnidy o behalf of
depariments for xervives xionld ceaxe mmedivtely and he diveributed direcy
T Heparissenis,

A formal independens review of Queenstond Government teleconmmunications
should be conducted. The review siranid report indeially before gany decision fs
made to extenid e current telecormiinications arrabgementy aud preferably
by 3 December 19%4. It should consider, a5 @ minimen, the attribufes of the
cHrrent appragch, e rofe and functions of Q-TEL, and shawld outline 2
Sframework for mew arranpepients, consisiend with the principlex set out in
tpfume I of fhis Report.
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Service Delivery in Regional Queensland

Key Points

Negional arens in Queensland present speciof service delivery issues. Spme of these differ
widely qerass regioms—ey problems of meeting strang prowth i dentuitd in North and Far
Noweth Queenstand and problems of mgimaining criticel mavs and staff in the West, (Mhers
are widsspregid—eg concerns ihoirt punth vervices mnd poficing.  Achicving better services
for given revonrces requires more cffactive coordination and conire! over resoproes af
regional management levels, end sregter wse of (echnology and inmevatfve defivery

Approgsfies.

Findings

15.11

fhere are problenrs of coordination fn botl service defivery and panking for
Suture service necds and siepparting infrastrcinee

There are problenss of awracting oualificd persounel to inland areas,
particuiarfy e heilth aqnd education.

A smber of areas of Queensfund, pacticalarly in the wesiers regions, Rave
deficiencies I iecess fa apper secondary education, FAFE amd hivher
egucatinm.

Flenificant concetns exists ahowt defliiencies W pollee wiunbers in some
regivny.  Jur veverel cases, this concern iy finked to addressing problems of
yourh befiaviour, alcokol gbuse, efe.

Somte tmall commmnities are weasaally fighly rellant on public sector
employment, and concerns ovist that angulified spplivation of markst
MECARISIS Sitch 4f contracting ot mity have megative conseguences for these
cominiptnities. For example, the Inss af one posftion in @ very siall community
cun ftave vignificamd flow-on effacts,

Overview of Regional Queensland

Key Points

The demand for services variey preqtly aeross Queensland, from regions with
sfow prowing, starle av declining populstion wnd economic acriviy such as
Western {ueensland, to Ligh prowth repions such as North and Far North
Quecnxland, High growh reglans fuce strong growih in the need for vervices
and supporilng Mnfrasirectere, while fn areay such ax Western Quecnsfand, the
prodiems relate more o retaining critical mass In service delivery and the fike.
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. A generid pereeption of erosion of indirect incentives and inegquity in
emplopment corditions, a dearth of saifable hoising, o fack of educatlonal
appurtiatities anid Iimited seope for professional developrient, all conrribute o
make service in e raral aid remode coprmuaities less aftractive the i fie
{arger popuintion centrer of the Stare.

- Lonceris ceisr i ail reglons about coriain S5Ees SHch as youth and community
services and poficing, ond ploreing and delivery vonrdination.

Service Delivery Challenges in Regional
Queensiand

The provision of quality government services o rwal and remole communilics B mors
exponsive than delivery af the same services in an orhan seting. Additional costs are involved
in travelling, community consultation, sraff allowsnces and itcentives. increased wages
associated with more flexible hours of dary, special cquipment, increased mandenance,
fraining and communications.! While some of these costs are of a (ransitary nature assaciared
with new initiatives, there are ongoing costs which continwe to e greater than those for the
delivery of the same serviees inoa netropolilan environment. Vast distances, climatic
extremes, staffing difficuloes and [imited infrasenicturs all add to rthe cost of service delivery w0
tutal and remote regicns of the State,

Duspersion and low population density ¢reate the Fundamental challenge of accumulating
sieffivivnl demand fue a service at an aceessicle delivery poinl o warrend the cost of providing
that service. I'he probiem increases in proportion to the dispersion of population. 1o terms of
equily of aceess, it is the very smgll and isoiated ural and remote conununities witich tend to
receive only minonal services. While the range of needs in these cammumiticy may be as
broad as in metropolitan areas, or nearly so, the volume of potentizl customers is often too
sic.all 1o warrant the establishment of a separate service delivery o,

For peoplz in these areas, this ofien means that there ate considerable distances to fravel o
gain aveoss Lo speeialised services.  Restricted scoess roads (especially in the northem and
westsm parts of the State) and limited public transport can combite with topographic and
climatic extremes to disadvantage rural and remote esidonls in access to services.

Understandalbly, service in some areas of the stale s not always an aftiactive prospect
vipecially whoere Tacililies are limiied, the climate is extreme and conditions gencrally harsh.
Reciding in many of the less populous areas of the State valves a compromise on certain
queliby-of-lite factors, relating to clunate, available community activities, cost of living, media
end commuounicalions lscilitics, availsble slbmctions anld crienainrent, the quality of schonling
and suppart services, €60, With the advent of duat income ‘amilizs as the nomr, the miobility
of many staff has been reduced as both partners are tied to emplovment and i some cases,
vhild ancd aged care responsihilitics.

Vo Difee of Ruzal Communiries (V9%93Y, QGuecnslond Rural Boplons defvemey Cined Revnew St p 27
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Map 19,1
Queensiand Statistical Divisions
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Characteristics of Regional Queensland

Table 15 £
Characteristics of Queoensland Stabistical Dwisions

Auverage

Estimated Residentlal Arnual Growth

Areg Popu’allcn a3 at 100 o LB A

(=g hrnd 20 June 1985 (py (rer Gt

Hiosean Lieckun i 2R A9 “ily
W e Dy Suraedt s 222,521 i
Cerlng Cowns a0,24% 205,400 1.4
EnLE Waat A7 AAG TR RS [HR]
Fitzroy i23skd 151,928 19
Cartral West 3r1.064 12,925 [y
Machay Rl 118, 433 i
Horthern 100306 195,314 .G
rar Motk 267345 200,920 23
LINTAF TR AT AE 135 AV B0 AR
Total Queensiand &) 1.732.654 3277373 2.5
IWizar Snuth Walse AL, BOO g, 115 k02 ne
Viclora e Tk 1] A, Nl KI0 NE
Austealsx 7 BR300 18054 Q00 1.1

Sedreer dustralian Durzaa o Stallstics, Carafogue Mo, 3200 3 and 21010,
MNotes: (&) estirnated rasdentinl populatior at 20 Jure
{by ine Loes unincorporated islangs.,

[pd erehmnrary,

Table 154 above shows the areas, populations end poonlatian growth rates of Quuensland's
repiong. Repional areas  (see Figure 15.1) contribute heavily o the Queensland economy,
absalutely ad on & per Capita basis, and indeed make a greater contribution on the latter basis
than 1he South East eomeer. With the cxeeption o Wide Buy-Burnett and the Darling Towns,
all non-metropalitan statiztrcat divisions recorded higher per capita gross state product than the
State average in 1990-3) (latesi data avaitable). Western Clueensland is particularly productive
on i por cupila hasis. The Bristane-Moreton region recorded pross stste product per capita
below the State averaze.

Brespile high per capita production, the lovel nf ceonemic activity it western Queensland has
declined over the past decade. Uerween 1986-87 and 19H0-591, the Sevth West, Central West
and Morth West regions all recorded negative groweh in proas cegional product (see Fipore
13.2). This poor regional perfermance refleeis 2 combination of declining pross state praduc:
per capita over the period and the continned effects of negative popuiation growth,
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Figiare 15.1
Gross Regions!t Product per Capits 1990-81 (Constant 1989-90 Prices)
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Fopulanon projections for fhase regions indicats Wat numbers ars expecled to romain relativaly
constant ovar the oesl 13 years®  The decline m population has resulted from residents
minrating oot of these repions and, aven if slower, this may ¢ontinue W be a factor infibiting,
economic growth in the region in the futwre. The sustained peried of drowght conditions
experivneed in these regions noreeent years bas no doubt impacred significansly on these
mends.  Llowever, the wicissitudes caused by the dronght have been compounded by the
disacvantages that rural and remote regions have with aceess By oinany bagic services.

‘The pressure of demand for serveces varies greably across regional Queensbtd, Tn particular,
wo preatly differing reglons can be identificd.  Western Quecnsland is a declining reghon,
characterised hy widely dispersed communities and negative econemic and papulation growth,
[t contrast, regions such a3 the Nonth and Far Morth are corrently oxpericncing stronp
gconomic growth, and population growlh well shove the national average.  this high
populstion growth rate kas significant mplications for the demand for services such as
educacon, healtk, ete.  Additionally, economic development in these reglons is driving the
need for furthet ecottomic infrastrecture suck as waler, enorgy, roads, other transport linkages,
[ L8

These illustraticns serve to emphasise why regiunal Queensiand cannot be treated as a single
entity.  Inngvative new methods of service delivery will be required to meet the particaler
nesds and circunstances of all rezional comunuiniiies, o the best standends achisvable with the
resvurces availabie, und as Lar s possihle, o the same standards in all commuonities.

While steady Improvement in sorvice delivery hus neeurred generally, regional community
craanisations Rave expressed concern about fragmentation and duplicstion of services by the
Commonweakh and State Governments, A breiel teur af Gueensland's major regional cenires
was untderaken by the Commissianers in May 1996, in order to gain some insisht into
CORCEPNS and jsswes regarding sarvice delivery in these regiond.  Local Govermenl
tepresentatives, State Government deparment representatives and business and community
leaders were all iavired to express their wiews {see Boxes 151, 152 and 1353 for u
cross-section of views on arange of topies) The discussion tel of serviee delivery issougs in
repional wreas 35 largely sourccd from messings and  submissions from these regional
reprasenfatives.

Sewveral consistent themes emerged from the views expressed to the Cominission in repions
rezarding specific areas of service delivery, Thess includad concerns shoul:

. inadeguake yvoulh snd communily wrvices;

* pnlicc seryiee defcienoies;

. probletns of anracting and retaining qealified personnel; and

. problems of ¢eordination at the regional level among all relevant seevice

providers and autherilivs in respect of hoth serviee delvery and planning for
future service needs and supporting infrastruciore.

Llegaetienentl of Buosing, Logal Cievernment and Wanning | 103, Pepanen Profeertons for {ueenclang and
Stotictical Divizass: FOOE 2008 wrnct Lizewdd Claveraemend Sress ened Steriistoeed Listeedy 19890200
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15.12 Service Delivery Issues

Key Points

. Regional connmuniles fice significant barriers in altracting and mainiaining
professional stafy in many areas, bal pacticulorly Bealth end educetion staff

. Sipnificant deficiencies exist in wpper secondany, TAFE and igher edwcation
Jocilities, parficuiariy in Western Clueensiang,

r Major developieis In regions of Queensland ave driving the need to pravide
HEW IRfrastriclites, paciiculorky tramspord inkagey.

Health

Accessilility of boaltl survices is a major izsee for peopls in remote and rural areas, who often
do rot have access 1o services which are taken for granted in urban areas. This issue is no
only relevant for remote areas, but for any smel]l comemunily whers transport to a larger cen'ra
15 mot readily available

Alchohal abuse has been ddentiflied as one of the biprest probiems in relation wo haalth, and
aleo has damaging effects op virtnally every aspect of life in communities i which it is
trequent, posing issucs for the whele gamet of services including health seevices, youth,
community and police services. This compiex problem is particularly evident in the Far Monh
and Gult regions—io diftering extents {o difTorenl eommuniies.

Seafting prablems, whether they be high steff wrnover, or inadequate or inappropriste training,
affect the basic adequacy of hualth service and delivery, The frequency and emphasis of
eomments to the Commission on this issue suggest that abtracting and retaining healtt stulf in
rural and isolated regions is a major service delivery issue thronghcat Queensland’s inland
regions,

‘There aopears 10 be a serious shortage of docters and clher speeialist staff in most inland areas,
This evidently wrises [rom a lack of incentives for professional staff to move To these arcas.
Additianally, there 15 a concern that specialist visits, aftbough grealdy sppreciated, arz too
infregquent. It was also regulatly mentioned that these sorvices are heavity attended.  "Vhe issue
uf providing effective incentive packagzes to key health and other service delivery workers in
jzolated ateas needs 1 be investigated as a matter of priorily.

It is warthy of nore that, in some cases, government funding remuoins unspent heemise
buresacratic rules prevent pavinent for stafl & e levels roguired 1o attract staff to remore
locations, Al a minimum, these rmiles nead close review. Bore generally, in fine with the
principle of invalving the consurrer it Service decisions, it i impottact that tocal communities
it remote areas nave fexibility 1o determing their evan scrvice priorities.  Where funding
limitations or issaes of cquity limit the lavel of suspor, local communities should have scope
to “rop up’ govertament assistancy to provide needed service lewels. This datler element is
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particularly relevant wm providing zone allowances, subsidised howsing and so i 1o allract
professicnal skills into remote regions.

Considerable concerns aiso exist about the quality of ambulence care delivered o rural and
remote regions,  Commeats provided to the Commmission indicate widespresd deficiancies,
particularly relating i the offeclivencess of ‘ring-up” services for ambulacces. In maey rural
anc remate regions of Cheensland, cals for assistance may be divected to offices muny
hundreds of kilomeires away.

This problem is compoundad by a lack of dispatch stafi knowledge reparding the tocation of
some small towns.  This results in oritice] delays in e dispateh and ravelling time of
ambatlances 1o these areas.  This needs to be addressed as a matter ofF urgency. The
organisational processes of dispatching centres peeds to be improved mmbedly.  The
inroduction of better information serviees will assdsl dispatchers to idemtify and locate
amhulance service recipients. ‘The inroduction of such wformarion systems should reduce
ammbulance dispatch time ko regional areas, and (s therefore encouraged hy the Commission.

Education

Another arca of disadvantage Lo airal communities is the lack of adequate education facilities
for those who choose fo remain in these regions 0 extend their education to the degree they
desive. Therz is a particular need i the weslern wreas (o cxablish belter edoeanion faeilities,
hetier rosearch facilities, and befter access to tertiary institutions. The difficaly is that young
people move away from these areds to educale themsehves and consequently, wvery rarely
retum. Thiy ig inter-reiated with the problam of the inshiticy of these repions to attract
professional staft  Adwvances in infomation technology end distance delivery offer some
prospect of Anding betier sobutions and grester Oesibility ak e regional evel.

Unzimployed people i rural and jsolated areas face significant baerriers in acccssing vilal
services such as voeaiionat raining or education. There are parcicolar deficiencies in the areas
af upper secondary, TAFE and higher education. The sirength of mwal communitics depends
an the skills available in those conununities, T cosure thal commuonities can take advantage
af funre developrment opportunities, peaple in regional communities will nzed greater access
ta 2 widet range of skills training.

There appears to be a bigh turmover vate for priacipals aad teachess in schodls in rural areas.
The high tumover is often related to teachers gaining voints in remole arcas lo aceess job
oopertunitivs in cily vemdres.  This crestes discontinuity of leaming proprams, skilling of
tezchers and administrarors, on-gaing induction of new members and the capacity to attract
and hold the range of qualified staft o service coualry arcas particularly.

The cifferent cliznc service standards, and imterpretations of this rerm, that exist arownd the
State posc & sel of convumns, ceatring around cxisting alistributive models of resource
allocation. 'Fheze are based menerally on a "'nombers’ moddel for resource aliocation without, or
with very linited consideration of, issues such as real eosts of transportation for services (gg
vigiting spoeialists o conntry schools), different levels of experience and expertise, need for
sraff induction ard refraining when transfers and res’gnations cceur, and so on.
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Fox 151

" Fhere iz a critical need 1o establish, in a place like Mouant 1w
ov fertaunly western aress, beller oducalion faciloies, heter
eeredrch facilities, education going into tertiary arees as well,
This s an arew where | do sey we need a proat deal of support,
At the present time, i 2 young person fiam & propesty wunts a
[arlher education, they have ot te g 2way mn hoarding schoal
somewhere . the diffienlty is that they have to lohe theame]ves
away W du ull ol the sludics and conscquent’y, they very rarely
come back 7

{Représemalivs, Shire Comnzily, Moo Wesl regica

“1he reginn iy chazacterised by g vanery of schools, small and
large, wrban and very semche. il is wlso churseterised By a
massive lomover mostadf. Akom B0 per cert of ovr griscipols
for example, will cliunge within thres years, spmewhere zraund
the samec porcestage in =talf and in remote cowatey schools, we
are talking i lhe vicindy of BO-9Hb per cent  Ir g alse
wterasring (o nolz the large difficully i getling gqualifzcd
lewchuers to come o counley arcag '

{Senior Oftieer, Depitrent of Zducation, Capricomia Regiun)

"The demands will mean therefore we ore luoking w probably
deuble the #ort of facilivies that we have availoble at the
momenl, aad my poiol is b e momend, well specifienlly
coming  from Carholic Hdueation®s  perspective, we  wel
msufficient fundin nuw w o mecl the necds within our own
scckor, 2y that iF thase dasands ace going to b conlionting ws
over the azxt 10-15 years, we wounld be looking far A
considerable merease in fonding from the Stele sad gl wnly
the State, buw the Federal Government, 10 meet those sart of
feeds.”

(Represeradtive, Cathalic Rduaation Cifes, Mozth Quesnsland)

“1 think [or =xumple in ems of poblic sestor housing for
teachers and other workers o isolated aress and we have
estimaled thut in over tive years, wa will probably need o
spenrd about 38 million in the educalivo seedor slone io provide
owsing for our workers in thise isolnied spats."

(senior Cdficer, Depaminent of T ducarion, Peninsula Region}

Needs in the south east corner are different to thase in other parts of the Stute. Schools in the
sonth east comer are alse abie to attract other services. hoth from other sovernment agencies
and alse from private industey, much more readily than those outside the south east, even in
major coastal ciics such a5 Townsville and Caims. The concern is basically that resourcing
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should be provided to allow achlevement of 2 slundurd vuwleome, tsking into account
sipnificant factors sich as distance which affect resouece cosre differently acvoss the Stata,

The non-povernment education sector is facimg similar problems to the public edwecation
system. In cerlain areas (notably, North and Far Norh Carsensland) high population growth
pOses 2nomeous tesource implications for both government and non-govermment education.

It seems clear that the isswes of quality of life and dual income potential are factors
cticoursging edudtion personnel 1o stay o, of mierate to, the south zast of the State.  Tssues
which necd o Be addicssed in atlenapling ta ensure quality of serviee in remote or isolated
lacations, and which have budpet and delivery implications, meluds those of allowances,
housing and capacity for transfer, The issue of housing iz clearty significant. A key
‘altraction’ is that pood quabity furnished accommaodation will be available ar a modetate
rental. This enables savings for taachers, and reduces the need ic bring quantities of goods
wirh them.

Thare appears to be a lack of public hausing and substandard private housing, in many
regional centres. Indeed the sicck of hiowsing muy ol be sufficient w meel the needs of the
relatively high proportion of low-imcome eamers residing in regional areas quite apart fTom
public sector employees. Public housing in regioral areas, regarded as a category of social
infrestruclure, may e a candidate Tor a community service oblipation.  As {jueensland
Treazory! has noted, one of the categories of communiry service obligations includes,
“provision at wo charge or below cost of services which waouid nel be providud oe persly
commercial grounds, ep infrastruciere for regional development”  lnvestization nto this
possibility should be a matier of priority.?

Roads and Transport

The supply af quality transporl infrastructore, perlicularly cosd and ralt infrasirocture, is g
sigmificant issue in regional areas. hany of the existing roads are now facing the impact of an
imtmingnt increase in wallic that will come with new development projects such s the Koo
Zing project in the Townsville region and the Zrmest Henry amal Century Zine mines in the
worth West, These developments ave 'pusiting’ the need fto provide new izirastructure,
particularly transpoat linkages, This may be tie mosi important development requirement Tor
poteniial industrisl investors in regional areas.

Hecopnising that the appropriate standazd in e particular siiation is 2 maner of econontics,
vast areas of the State contain no bitwinen reads al all and vaees bave 1o rely an expensive sea
and air iransport during the wet seasen in some places. The State’s beef roads also appear to
be deteriorating steadily.

Apain, noting the economic issue, large regions are not served by a rail nerwork, and most of
the existing system is substandard. Access 1o the potts 13 another sigoificant tssue. There i 4

! Quzenshand Tieasory (1996}, Commrvaiy Sorvive Obliganons An issuer Fagar, p 1.
1 The feneral isxne ol commuaily service nbligations is discossed m Yolume 1
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need to coordinate other infrastructere planniag with the potl systemys’ plans for sivengthenng
capabilities, particularly to improve the efficiency of road and rail access to aud foom the pors,
HBow 152

“lm vast arcaz of the repiom, aspecially'in Cape York, theee are no
Diteaen rowds wl all and people bave fo rely on expensive sea and
air tagsnot ducing 1R wat season . the main coastal ol T
Crosr Townsville o Cuwims @5 substunderd comparcd to the arces
o Mz sowth oand although investment @s taking place in
Gueensland Railways plunming seems o sec it heing kept 2t a
Tpwer stardand tham areag further sooth . large parts of the region
we ol serviced by il and masl of the existing mystem is

sizbisandacd™
{Represeniative, Chanywer of Commerse, Fur Mot Jueens )

s

“I wart to strozs thal we here in T'owasville have the spollight of
potential investient well and taly upon s aml that much of that
pomEntial o mvestmanl and  consegquent  cconomic  gain Lo
Queenshnd s conlingent on lhe cfficiency, condition and
adeguacy, & s the 1ems in the Tenns of Beference, of a range
of ifrstrueiore, socil and ecoromis”

(Reprezentative, Cny Council, Morth Queenslandy

“Chur rural roads and highways, whilsh getting, herter, have skoe
lite cpcles and require constant mainieniogs wnd simply &l o
camparison w the enads In the sooih cast comcr L. fanther,
covnraibaient made by slale governments Lo local povernment far
imftagiracture has been nething, short of a joke. The city alone
bas sagnilcant reguicements i he sewerape and drainage area
which nniy receive seant amsistance f1om the Seste Governnen.™
{Represanarbve, husiness noak bncy, Morth Quee s land)

"L lhere beeve been some raid Wnes considered foe closure, -l
anly  threuph Ceetral Queensland,  but thegughoul
Queensland...conver B thul throagh the closurs or proposed
elosure of thaze, we ara 2e1ually cutting down on the pokeatial for
local econemie growlh ol of the afiectod arcas.™
{Erpresenleliye, Oy Coupeil. Cendral Quecnslznd)

™The areas that we rocogndse 25 Deing 1o sreent nesd ol abienlion
and increased funding arc water, cadl, transport snd  pont
upgradmg. In pacicular, i weler il is eslimated that with currene
ool mine expansien and the cstabliskment of new coal minag, we
could see up 1o a 38 per cenl inerezse in engl praduction by the
veatr 2000,

feprescntative, Boziness poak hady, Central Queensdand)
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The reliability of water supply and waste water disposad ere mujor challenges fur large parts of
regicnal Cueensiand. dMany nf those are located in diy regions and many of the activities of
coastal regions have the potential o impact upon & very sensitive marine envirenment, Waste
water beelment and disposal facilities require conslanl imprevement iF they are to remain
adequatz.  Many regions nore the kmminznt impact of Covernment Initiatives for improved
standards of 2ffluent and the subsequens Enangial implicaticns for these regions.

Dluocenl suwisge leabment ds 2 besic contribolr w cemmanity hygiene and  Bealth,
Consideration is required of the measures needed to ersure adequate provizion of these basic
services. Several commwunities throughout regional Cueensland have no reasonable sewerape
system and ethers fsee serious problems, cipecially in the Cape repion’  The Queensland
Government, throngh the Department of Pricnary Industries, is attempting o address this issue
it sorme comutrities, nonetheless, severs deficicneios remaie.

Law and Order

Law and order concems seem to be particularly prevalent in regional Queensland, Problems
mentioned include the fact that Police are not always available and someticees o help s
availahle during weekends and early moming hours, when calis are usually divered to larger
stationg, sometinmes hundreds of kilornatres away,

Box 153

“The other area thet peeds e be addeessed and s @z overy
ditiicnlt to quantify ag 1o the cost, bt it is 2 problem thar is
ceearing  buth o osmall Jecal eothorilices and  [arve  locas
authoriees all avar the Siate, and (hat i85 wome soct of réview of
Juvenile justive, The cost of the curent Javeails Justice Acl ang
the tack of responsibiling for joveriles it oor communiy s
sunetiniag Uk 1s cousing us problemns, 16§s causing us problems
in the facr thar we dom’t have ¢nongh police 1o police it and
when ibey can polioe these probloms, they don't have any major
affeer”

{Beprewsntaiive, Shire Covacil, Cenlriel Croeen L),

"W have ¢ population of 3,500 in dbe town wea and belween
H, 50049610 in the shire and i they (palice) ace onf o0 ons ¢aze,
and H oweu have elher o duimsstie vivlewe cose or samething,
hiackay is halt an honr away ™

{Reprazentativa, Shire Cowndil, Camral Quaensland)

“The {asi ponnt 1 would mention would be law amd coder in ke
comanunily  Wilh the amonrt of wnemployment and seance
perlece Paciiies and pedicing function, all those matters come
together in 2 sidcation where lav ad orde s sadly lacking.”

tRepreseniadive, Shace Couacil, Gulf Begion) ]

i Winer, M (2995), Serveer und ffrasteucieee o Cupe Yok Merefrende, p 234
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Addilionally, concerns exist about measures o addiess juvenile ctime, particalarky with respect
to the repetingn of crimes such a9 vandalism and juvenile hreaking znd entering Alcohnl
abuse also seams to be quite widespread in northern areas of QJueensland. However, it is notzd
tial many of ihese concerns aze related te brcader socio-econginic protlons, and notl just 1o the
adequacy of existing police resonrces. hdany regiong are in need of youth or community
development ofticers to assigt with hese wpes of issues,

15.13 Improving Service Delivery in Regional
Queensland

Key Points

. Govermment inftictivex such ws the Queensland Govermmens Agend Progrom,
whtere @ single qpenr is able to pravide o range of govermment services frrough
at single delivery pointy, huve the potentiol tr help provide expaoded services o
SO regionat araas,

. High reffance an pRENC sector epeploymand i semle small commiifiies s
importand implicadons for the introduction of market-fepe weclanizmg saoh as
{'{H'.'ﬂ'ﬁ.f.'ﬁll'g-ﬂﬂf.

Technology

Technology has the potential o do one of twa things. o could atlew concentration of a service
wl o central location {ie provision from a central ctfice in the south east or on the coasth, or it
could allow delivery frem whoercver the experise resls. cven il that expertisc happencd 1o he in
g remote area, ‘The paint 15 thar tecknoloay should not be seen as a means of advancing a
poilcesaphy of centralisation, Rather, i should be seen as a mears by which those responsible
for service delivery al a particelsr locaticn, and dheir customers, can marshall 2 range of
resources from whenver they are located.

When ransidering options for enhanced sarvice Jelivery, rechnology will increacingly present
ilsell 23 a means of providng the widest possible tange of high quality, low cost servige
delivery solutinns for mieal and remote commuoeitics. However, high webnology delivery
systelns will not necessarily provide the desived quality of service if the mforinanan cotrent of
the servies s el Wwilored 1o suit the clienr, by a professional ‘on the ground’ or otherwise in
contact. Conversely, many residenrs m izolated arsas back familiariey with recent technoliogical
advences and & technology driven solation may make access o the service more ditheolt
unizss this s addressed.

As each community is different, wih ils own wanis and needs, service delivery will sull
require thi hurman or face-le-Tace clement 1o be suceessful, paticulacly where complex ot
specelist individual services are invalved and the quality of the commumcarive relationshin
deterenmes the quality of the dalivery outcome. Mevertheless, appropriately combimed with
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bumure inleractian, lechnology appears to oifer significant polentia! W imprave service delivery
in resional aveas.

Initiatives

Strunthening public administration in regional Quecnsland honkd be an important priority,
Access and service delivery in the regions have been inhibited by centralisation of public
servauls and eciston making in the Brishane centra] business district. I recent years, some
iritiatives have been intraduced to redress that anbalence. These include:

* Counlrynct, cstablished in 1991 by the Office of Rural Communities 1o
coordinate dhree program areas with a direel relationship to Toral communities;

. the Queensland Government Auenls Propram. providing one-stop information
ared service cenlres;, and

. the Queensland Dapartments Information Access Link mabile informarion
displays and 1-80{ telephone information and referral service

[0 sonnie communiies, Governnent Agenis effectively represeit the whale of prvernment and
ave requited o provide information 1o the public whout any govermment program or service
on-the-spot, of by referral torelevant agency contacr officers.  There are curremily 28
Giovernment Arenis theoughawnt Quecasland and theee s evidence of strong commuaity
suppart for this prosram.

The Commisston encourages the Govermnent Agents program, hut recognises thar significant
dissatistaction stil exisis in some regional arcas with respect o the locations and cxtent of
services provided.

Concerns expressed to the Commission, regarding the lack of rewl services, nocd o he
addressed us a matter of nrgency  The Government Apents Prowram, while well meatting,
needs 10 be re-focused. The introduction of butler informarion technalogy should enable the
facilitation of more clicat-Mocusud sorvice delivery.

This type of program has areat potential for development and shanld ensure thiat even the most
remote communilics can lransacl necessary susiness with government deparhments sffectiveby.

Qther Essues

[heve is @ concern L some regions that the recent move towarls conteseting-out may
encoursge larper sowth east Queensland based contractors te compete for contracts on a
mave-in-maove-out basis. In such circumatances, the disivibornenal aspects of governnunl
expenditure could be significently diluted and the regional impact of governmuent investment
sornewtiel wusted,

In some communities, tere exists great reliance on public sector emplovinent. In these cases,
the possibilily of employment losses due to contracting out has emormons implications,
especially i small comimumities. For examply, as a representative from a North Western Shire
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Council poitted oot 10 the Commission, the loss of ane position can bave sigrificant Aow-an
affecis:

“Anoller protiem we hove and, This apnlicz rooall Shires aut wesz 5 vou mieht o only loxing
one pobicoman vul of bwo, bul oll of a suddes there's thaee sids come aut of schooi and all of a
sidden, instcad of Foor weoachers, yon’ve pot theae [=achers, amt all of o sedden ibat’s bwvo fmilies
out of the kwn. Then all of o sadden, e shop kesper puls somgong off ia the shop. People
rakght say it°s only one pelicernan, b it mene o theee af Four difterenr familics leave o and
halt a doren kit and like ©agid ¥z o0t only Boolia Shire, iCs al ever i went™

This issue will reed to be looked at closely in the filure when markut-lype mochanisms, such
a5 contracting oud, are being considered o these small communities which are heavily raliant
om public sector employment. 1t duss nel necessarily mean that thoss mechanisms have no
application i such areas. For example, even if certain ancillary services wers reserved 1o
public (or stinply local) providers in small communities in certam areas, the seevices could stitl
be arranped weder output-bazed service agrecmenls with funding regolarky et al the
compeiitive beachmark fevel determined over sther areas, with due allowance for local facrors
eich as distance.

Improving Service Delivery

Govermmenl s ivestment in social and ecanomic infrastructure needs to take aceounr of the
specizl circumslanees which exist in regfoial areas.  The plamning vrocess for social
infrastructire needs fo actnowledpe the hivk demand placed on secial serviees by e
Abariginal and Torres Strait lslandss population, rourists and other target gronps. In additicn,
the consrrictean and mainienance stanceeds of cearamic mlrastroctore, soch as roads and i
services, need to take into account the specific phyeical demands steraming from the resion’s
nnique environmenial factrs. Both of these examiples have cost implications which should be
fectored ira the resource atlocanion processes adopted by govcmment.

Nuphication and overdap of curreol surviees caist in many areas of repional Queensiand, instead
of a wellantegeated service delivery Framework. There is a necd fow prealer eoondinalion
butween the Commonwealth end the State in some of these areas. The Cotanission endorses
the initatives of the Saie Governmenl aimed at inproving callaboration on pregram plaoning,
developtnent and administration in raral ragions comuaunities.  Howevar, the Commission
considers Lhat further acion 15 oeeded by the Commonwealih and State Qovermmends to
minimise duplication of services in repional arcas. Actioms propased need o tabe ol aecond
e role of jocal covermments in planniug and coordination at rhe focal level, indeed of the
woles of all relevand service providers and sullweritics.

There appears o be o pootly iotegrared planning and cocrdinetion framework at the regional
levet, particularty with respue’ 1o sepvice cxpansion and supporting infrastroclure investmenl,
Much decisiommaking is stilt centralised rather than under regional and suh-reginnal
menagemend, even though it could be exercised at those levels and this would facHitare more
effective dalivery of services (or given rescorces {eginainkenance, school transperty. Alhongh
there hias heen a mowve towirds regiopalisabion in recent woars, there i evidently sl
wisuliicrem local nranagement nuwanomy and cantrol ovar resource inpurs needed o deliver the
onteomes hat tocal munageimend i, oc should be, aceounrable for, I devolution does ot
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accornpany regionalisation, then the aim of befter culcomes and prealer cusiomer satisfaction
Lon given resource use will ml be achicved. Central conmal is icherently mare inflexible and
unaols to respond as quickly o chanzing local needs, and whet is being suzgested here s
simply the principle of subsidiarity: ne fevel of wanayemonl shauld exereize a function that
van mure effectively be exercised ata lower level of managemen:

Chme issue bearing on the ability to achieve goud coundination i Ihat the wvarious regional
boundaries identificd lor departments such as health, education, erc 2re ditferent. leading to
lack of [denrification by sfaff, in some areas, about which regior they it into.

In 1his repard, there is a lack of well defined service standands and associated frameworks for
identifying possible commumity service obligations, or at izast factors impinging differentially
ot delivery cosis, I parts of regional Quecnsland, 17 explicit service standards could be
developed, this would facilirate either making the quality of service in regional arcas
comparable with that in metropolitan areas, or at least identifying on o clear hasis where the
stanchard cannat feasthiv and ceonomically he met.

Recommendation

1508 The Govermmesnt shoild areet Hie speciod weeds of reglonal areas of
Queensiand for service doffvery aud supporiing nfrastrictiore by giving
priority, aoresy Gavernmen! and within depacimens, fo:

* rafiaratisativn med hetter convdination af the delivery of servicas goross
the fevels of gavernment;

+ o partictilin, more effective cosdingtfonr  sspecially af reglonal and
sub-repional levels—of plannlng for fiture service nceds and supporting
infrestrectiire, involving afl relevant service prevdidars  fincluding
-governmend gproviders) aad meftorities, av well av reprosentatives of
RRHEIOY HECTS Wiers apprepriite;

- develation fo reglonal und siub-regivaal levely of effective managemand
central over all resaurces needed fo defiver the ertconres far which thase
fevely of managemcnt are accauntable; and

. developmient &f woll defined service standards, as o baxiv for seeking
cottipatalle servive ridcomes acress e Siate, for symemavically
ffentifiine differchiie! casis wmd possible commanity service obligations,
add as a basis for making excepflons wiere uchicving signdariis v not
Seaxibde
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Chapter Sixteen

Other Government Businesses

Key Points

Cwasnsliend Government forcst plantations are mow reaciing malurity and aperating
profiadly. However, the virrent systen: af priving smi elocating e native farest oliprafs
reduies revenue anid sncourages Ingfficlent wee of farest products.  The introduction of
mirkat based pricing and alfocation s sssential for acleicving o harter financiad pecformance
und i encouraging mere gffteient iie af foares? products by the Hmber industey.

The case for e Government retnining owaersiip of the Queensiand Abatiofr Carporation
and Brivhane Markees Authoriy appears (o be weak, given the ability of privivte firmx o
provide these servives.  The mavhetfng and regulatory roles of e Queenstand Sugar
Corporation shonld be separuted to be vivevistent with the serectiral refarm principle.

The Quesnvignd Governpent’s flome onnersliiy assiiance pragramy are subject 16 a
separate review cosunenced itz Map 1996, Ax g revised Commottwealth-State Housing
Agreement iy due to pemmence i V97D the Stere Govertumeid I anlikely to be
encetraged v e fulire (0 Nse Comimonwenlth funding o provide howe ownership
assisfance, aird the Goveriument ny be qble 1 G3sist iow Bicome earsers tiraugh fhe public
FETLLM SYEITHL

The Office of Ginning Regulatfon plays o rofe both in the regulntion of private poming
activities aud in the supply of gaming muchine to private spergiors. The role of the Office
of Guming Regulation in procurigr paiming moeckiies appears ko be to longer necessary.

The Cuweensfand Toarist and Travel Carparafion provides geiteral toirism protiofion
servicey and ol epersiex g owholesele fravel agency service (Sawfmver).  To ensare
competitfve nentrality with privafe operafors, Sunluver should be privavised, snbject to an
assesseneht of e impaci of the sale on the repreventattan af sual! tErivm operators.

Cueenslond rotains @ heivy ivelvement in the onnerslip amd operation of fneciod
inviifedions tHhai iy anaclranivtic i view of thelr Msiocicaily poor cosi performance, and the
problems fat otiter Stafes rave encounfored with depusit-tuking inctifutions,
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Forestry

Findings

Fhe establishrment of Forcsoy as @ cammercial basiness unit oy previded a
clearar commercial focus.  Mevertlielew, the priciey and alfecation of nodive
Sorast imber inibits e caprofly of Forestrp rr earn revemne and redocey the
imeentive fn the efficient ase of aative forest timber by mifls.

Farestry wive vonducts guurrping speradions, 05 ase of an administritive
Priciug basis disrores e consumpiion parieras af IReusiey nsers.

Forestey is required to develap carporits atif Business plans, anid reghlariy
repact ont perfonmance. In practice, ftewever, hese Arraigeents appear o be
incfiective wien remediad aerian i regiiived fwhen pecforsmnce falls short of
plaremed fevels).

A recent benelunarking study Guticeded that Foresiey had higler wverage cosis
tirare HIasE orfter Ntare Govermuent awid privade plaoiation owners, amed suppesis
censtiferable room for (Mpravement.

fo increase the efficiency wf rexource wwe amid financial performumee of
Forestey operatiois, privadeatian & Varasiry Is necessary.

Before  privatisafipn, a sirateglc forcsfry and  envirotinestof  plaaning
Sremicwark wondel be required to snsure substantisl developinent,

Recommendation

taF

Forextry operdiions showld be privotised, with the Dopatiiness of Netsral
Revaaroee maifaining resporvibility Jor strotegic plansing and  altesdon
remelarions, aned setting appropriale Yorest smanoprament stundarids.

Primary Product Statutory Bodies

Findings

i recent years the Queenclard Covernment hus reploced mony sletuiocy
marketing boards with producer capperafives,

Several orgunivations {the Queensland Suger Corporaticn, Grafece i
Austvafion Quotity Egp Forms) stifl have exelusive powers aver warketing,
These powers are e te axpire over Mic Next Wve Years far grafns and epg
mrarketing,  while the sagac indwstey 5 the subfect of a  separale
Catntmiotwonith-Spare review to repare by the exd of this yzar. e regulaiory
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Ppewers pxareized by vire Oncensiend Sugar Corporatlon shonlif be sepieraled
Jrom i mavketing flenctions, 1o be consistent with campetitive nettrality,

. The State Government who owny e Erishime Markets Authaciny and the
asensciand Abawalr Corporasion, witlelh gre exempt from Stare faes and
dividend roqrircmends,

. It appeary tiuet the State Governner! condd dispuse of the Quesnsfand Abatioir
Carparetion fwitlelht operares i o comperiiive market) and e Brisbone
Murkets Trust, whick conld be opeaed fo compeiition.

Recommendation

6.2 The Geveranent shoshd seff the Oneenviond Abatfeir Corporiadion and tha
Brisbane Markers Aarhoriy, swbject fo the priar Infroduction of compelition
for the Ausitorify.

Home Purchase Assistance Programs

Findings
. The Queensland Government's home ownersitiy assistance programs are he
xuhfect af o xeparale review reguested by the Miniter far Prbfic Works and
Howsing.
- e cusrend programs, ifte Heme wnensttip Made Eavier ({HGME) doun and

Rentatl Purcirase Plan, were imtrodieced bz (%980, when Both inflarion aned
mrarked mortgage rodes were sleniffoiefy higher than roday, However, domand
Jor batlt tvpes uf loan by dfvelined ax fusesing lending iwlerest refes Rave
deciinad, g o farpe proporfan OF FeRniiNIHg Borrowats IR e Qrograms oy
frvve un ouistunding morigage balance excecding the value of their preopersy.

* The Cummonweulth Govermmend i reviewing the Qommonwealif-Stre
Housing Agreemen:, wiilelt Des grevizhsly eariaried funding for Bome
owiership.  In the futare, the Connowealih-State Housing Apreement i
Yikeh to conrcentrate on offardubifity for reptal howsing railer Hian promotion
af fesne ownersicip.

- far these circamsiances, e State Government should review whether it shoald
cantinne o provide assistarcee for lamee ownecchip thraupd fending pragrmms,

Recommendation

1.3 Givew e chanpes fo W2 Coominaitwonlift-Simie Hossing Agrecment being
praposed by she Commenwealth Governmnen?, e Governiment sfioudd review
witethir §f xhaudld coatinne to provide axsivimce for ftame awnecship,
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Gaming Activities

Findings

The ueensiured Governmenl opergles Twa Muijor gaming agencics—tie
Tatafisatar Apency Beard amd the Uedder Casket Loiferiex Corporation.
Private guming activities arve regiinicd by tha Office of Gaming Regularfon I
Treassr.

The corporafivarion of e Galden Cacket Lofterizy Corporation will need in
separafe any regualatory funcians of the Corporatfon fromm is commerciil
furitions,

As pire Stare Goversenend beurs @ rick i owning the Tebelisaior Agercy Board
fog due fo compelition frote other pamtlng activitissh, it wonld be spproprinte
Sfor the State o oblain @ reivra on ity egeity ferougll the payrient of dividends
and fax eguivetenr payments it addfrfon ie revenue frame furnover tax. Thic
waneeld be consistent with competitive nenrralify prircipies,

As ofuhs apd feitels hove beenr uperniing paining mackines profiiably for
severl  peges, Me lee of Gawvdng  Regulgrian siwonld pase on the
responsibifity for  purchusing  gomidng  omaciines  fe privale gaming
LTRSS,

Recommendations

16.4

6.5

The Offlee af Gaming Regulation shonfid pass rexponsihility for purchocing
gamimy sdchines o privafe Zoming orgonisations, and ostebiish o Iy of
approved fepes af machives and gopiinyg acrivitics for s prepose,

The Governnent showld corperatise, or preforabiy privatiie, the Gaiden Casher
Lotteries Corporatinn and the TAB.  The regalatory funciions of these
organisarions Should ba tringforeed to the Office of Gaming Reguiation.
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Queensland Tourist and Travel
Corporation

Findings

The Queensiand Towrii wnd Friovel Corpuenetion operites buidlt ax a general
fATFEE presation Rady for the Surle g axoa fravel agans, shrongh fis

Funlover Holidays division,

The operativn of Suwlaver Holiduys has led to complaings from private tourism
eperaiory Mt ft congperes wafaicle with privicte frovel agemts ox a resulf of
aeCHFs ta ffermation.

There is & strong caye for scpariing Semdover ond Queenstomd Towrist anid
Trivved Corporafion funciiemes and e featificniion fur government monership
i dravael gpency, The Corporetion shaild concentrate an B8 dusiry wie
firiin peotmolion activities, While arrangenenis ave puf in place for the safe
ef Sunfover, the Cargoratisny sleevild extablish separate qecoumiy for Sumlover,
agwd eodiere Bl cosis are aoconited for when determining e prafir on
Stialover operationy.

Recommendation

fo.6

Yhe Sandover Holtdays trivel agency husiness shonld be sold.

Public Financial Enterprises

Findings

Fhe Queenshiond Government relains o heavy Imvofvement in the ownersitip
daned pperation af finencial Bstifuifors i the Stare

Hhife the carrings performance af tie Steee's depoesii-taking nsthiutfons fies
heve vimilar o marked averages in recent pears, aff tiree institutions are figh
east progducers of firmcinl xervices relmtive e iniductry stomdarids.,

Beieife thare 15 @ case far government fovedvement I financia! morkels, il
cose goeerefly stops ai regalafion aed does not oexeend antomatically ie
prverniment onnersiin of fironcial iesdifiiions.,
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As an adequute private market exisss for all forms of deposit taking within
Austriehia, i Is difficalt to mount a defence for continuation of the current high
fevel of government owhersiiip of these financiaf Instiintions.

Recent developments in fire hidding for Metwa)r Bank irave shown a witlingness
un the port of the Govermmens to divest iself’ of ownersiip in Quecnsfand's
deparit-raking instivntions, ard the Cummixeion suppors s initiative,

MNotwithstanding its stromg perfarmarce, ihere 5 litde  justification for
goverament involvemenr in e funds manogemiend indusiry firough e
tdneensiand fivestrent Corporatin,

The case for dvestment of Queeaslond  Treasnry Corporation i less
compeltling, with the key ro continued high performiice being to srsare Yot it
nurrket is contastabie.

Recommendations

16.7  Iw the event thor the curvent propoxal for o merper of (Queensland bosed

Sinancial institations does wor praceed, the Gevermment should pursas other
ety e divest Bself ay Hie wssefs cotcerned.

The Govermment should fully deregolate comprliory third pacty insurance,
allowing preivile insnrers fo sef Wele ows preaiui levely,

The Gavermiuon! sfrould:

. evalitarte the benefits, coxts, risk umid other implications af privatising
thre Queanstond Fvesiment Corporation FOICH; and

. af & minimuni, porinit those pablic sectar frustees who are currently
constrgingd to MRvest public superopnnatian only with QFC & invest
putside GIC, and permir (HC o compete for fiirds management wieiside
£ho DL sector,

f6. 018 The Governmeni should increase contestability for the Queensiand freasury

Carporation (FCH by perinifting all Gavernmient emiites 1o nse aiternative
Jrnding soirces to QTC
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Chapter Sixteen
Other Government Businesses

16.1 Introduction

The Queenstand Uovemment aperates a numher of sipnilicand trading and Moancal enlerprises
in addition Lo the transport, enetgy, and water corparations. The principles of competitive
reutrality and contestabilily are applicable e diese activities, bt in practice a number of the
State Governmment's mading enerprises aperate as monopelics and do net pay tax cyuvaent
naymenls.

Wiere the State activities are conducted on a monopoly basis (g Forcsloy, Brisbane Markoels
Authority). the priotity is to introduce competition and 10 ensure that rthese enterprizes confom
with competitive neutrality principles. The case for sale @s strong in the case of uading
solivitics already operating in a compeltive market, such as the Queensland  Absiloir
Carporation, the Tolalisulor Administeation Board, Golden Casket and the Queensland Tourist
and Travel Cotparation's Sunlover Trrvel Apeney Division,

it financtal mackets, the appropriate mole for Governmernt s o establish regulasion tor private
operatars, Theretare, it appears to be unnecessary for the Governmenl Lo continue is fusrent
degree of ownership and operation of fmancial institutions in the Sate. The bze owned
tnancial institntions that mainly serve private custorners (such as the Queensland Tndustry
Developmuen Corporation and Supcorp? shonld be prrvatised. A similar case helds for the
Governtmemt’s fonds manaper, the Queensland Tnvestment Comoration, although W5 strong
perfortnance in recent years nieans that there is no immuediale pressure ooorivatise Hoon
cfficieney wrounds. The performance of Queensland Treasury Corporation, while historically
strang, could be sharpenad by increesing canlesiubility for ils services,
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Forestry

Key Points

Queenstand Governstent farest planigtions gre now reacling maturity and operating
arefitably. However, the citrrent system af priving and allocuting the native forest oaipuls
reduces revenwe qud enceiragey inefficient use of forest products.  The introduciien of
mgrket based pricing end aflecation is exsentiul for acllevieg o better finoncial performance
and o encouroging moers efficient wse of forest producys by the Hmber individry.
Frivitisation of Forestry operafions within a strategic fovest and envirormenial managenent
Srarmework would premeede efficivecy and velae edding by the fndustry,

Findings

. The estublishment of Fordstry ey o commercial husiness wvif fgy provided o
clewrer commercial focus,  Nevertheless, the pricing wid alfocation of native
Jiorest mber inhibits the capacify of Foresiry o eurt revenue and reduces fhe
fncentive fo the efficient nse of wetive farest fimber by wills.

- Forestry oloo conducts quarreing operatfons.  fis wse sf an administeative
pricing basis distorrs ifte conswmpiion patterns of industry wsers.

o Forestry s reqitired to develop corpoarate anmd business plans, and reguiaty
report on perfarmance. iy pracrice, fowever, ticse arrangemcenls appear b be
Ineffective witen remeifial action Is required (wfen performuance follc chort of
planned fevels),

. A recemt benclunarking stadv indicated thor Forestry had higher qverage costs
Hiaw wmost otfter Stale Governmcid and private pluniation owrers, wnd supgests
considerable roowa for fmpreovemend,

. Ta increase the efficiency aof resowrce use and fognctal performunce of
Jarestry apergiivns, privarisation sf Farestry iv recessarp.

. Before privatisution, w sicalegic foresiry and  ewviropmenial  planning
Jrameswork wonfid be reguired to onsure substaniial development.
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16.2 Range of Activities Undertaken

Foresity production v Queensland is undertaken mainly by the Depaniment of Primary
[mdusivies Forestry, The major activity of Forestry iz the producdon of plantation timber
(sollwoad), which acesunts for 5 per cent of s timber sales, The remainig 15 per coar of
timher sales come from native forests (hardwoods). Forosiry alsa operates quarries in various
areas of the State,

Foresiry was established as a commercial business unit within Department of Primary
Industries ou { Jwly 1995, Fellowing commercialissiion, Forestey is requited to achieve &
commeureisl rate of return an assets, and pay eguivalent pavments and dividends. Regulalion
of the foresery mdustry, primarily erviconmental, 5 now laedled by the Department of
Primary Industries. Treasury widertakes munitoring of Forestry's financial perfasmance.

16.3 Performance of Ferestry Operations

Key Paints

* The DE Forestrp's sitae §s reacling micdavity, ullowing Foresiry fo operate
profitakly even with reliatively hiph casts amd lmniled vevenne from native forest
aud quarrping activities.

" Forestry was conmmercialised in T995, hat remuing within the siriectiere of e
Department of Primory Fudustrics, and uses e Department’s corporale
xervices, wiriclh increases Yoresiey’s costs. Under these arcungementy, Foresery
i% fesy accoaninble for commerciu! resiclts than if if were independent front the
Depirinent.

. The mroxf affecrive way af Mersusing goconmtability for commmerciol rexualis iv 1a
privitise Forestry,  In the inferim, the Government would need o establish
appropriafe forest prraagement vigadards and regielations, v cnstire that the
privatised Faresfry operations gt any competiiors operate n o sustrinable
bursids,

LIPL Farestry's estake is reachme matarny, altewing for a steady kvl of timper to be harvesred
with tittle new ivestmeni. Therefore, Forestry can onorate profitanly even with relatively high
costs and limited revenus from native forest and quarrying ackvities.
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Department of Primary Industries - Forestry's Projected Prafits, 1995-96 to 1999-2000,
(% milllon)

1995-9¢ 1936-9F 1337-08 1358-03 133500

Earnings beloee [nterost and Tax 12 20 1 21 15
Inzerest Ezpants e e 10 10 )
wet Profit before Tax i 14 H 11 a
Fax Expense & 4 4 4 7
kel Frofit Aftor Tax | 7 7 7 4

Sovrce: Daparement of Meimary Industries

A benchmarking study of State and Tomitory and major priveee seclor forestry aedivitics
conducted for the Standing Committes on Forestry found thar Department of Primary
Trelusiries had the seeond hinhes! costs for plantztion establishment and maintenance among
the participants. White some of these highor costs reselt frem clinatic feclors, the stody
indicates that Forestry has significant scope For reductions in e costs of plantation
axlahtishment and mairdensnee.

Forestry has estimated € could increase productivity by five per cent per year over the pext
five years, with sdditional produativity improvernants planned for its Enterpeise Bargaining
agreement. Forestry sugzests it could reduce eperating costs by $20 million per year.

The key sources of savings are reductions i head otfice and corporate =crvices costs, and
through closing some smali planlations.

The pricing and allocaron of planradon dmber produced by Foresiry is determined by markae
Forces, However, notive forestry tmber litle allocations are based on fraditional entitlements
and prices are set on an administrative basis. As a result, prices foe nalive foresl limber are sel
at a lower level than purchasers would pay in the cpen market.

‘ihe disadvantage of this syskem iz that timber tends (o be allocated to low walue processing,
even though processors who would use the tiuber for higher value purposes are unable 1o gain
secess 10 alloealions. A mowe 1o markel based priciog and allocations of nalive forest logs
wouid ensure thar [ops were used for higher value purposes, which would serve both economic
and cavirenmental ohjectives.

Cramy materialy are also sabject to administrative pricing, which also results in inefficient usa
ol these prodocts. Forestry could obtaia an additional B1CG million per year in revenuie from the
use of marzet pricing for naive foresd producks, and an extm 31 miltien e 52 mifion rom
market pricing of quamy outputs.

The introduction of marker bassd pricing, comhbined with cosd savings of 320 millien from
productivity inprovements, would increase lorestry’s profit by more than $30 million by
190452000,
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[6.4 Accountability

The previous Queensland Government decided o postpone the planned corporatization of
Forestry it favour of commercialisation (partly i response to environmental cotcerasd.
Conseguenlly, Forcsry conlioues fe operae wiihin the Department’s structare. However, this
has several disadvantages for Forestry operations, 25 the bosipess anit remaics tied w
Dreparttnent of Primany Industries” covporate services (which restricts Forestry's abibity to
ubltain services which hest suil 115 needs) and penoils the Depariment of Trimary Indosiries
undertake some non-commercial funcrons through Horestey fer industey development).

Therefore, the Commission considers that DPI Forestry newds to he separated from dhe
structure ab the Deparfment of Primary ndusteies The mose effective way 1o achieve this
wotlld be b privatise DPT Feresiry operations.

In the interim, it would Le vecessary for the Zovernment to place forestry operations R A more
competitive basis, by changing the preicing and allosabion syslems for native forest nimber and
guarrying prodacts. ‘The Gevernment, through the Deparmment of Matural Resources, would
need b establish {orest ingnagement standards o ensure that the privatised Forestry oporations,
and any competitors, adopled sustaineble practicos for furest resources, particotarly native
forest resburces.

Recommendation

fo.f Forestep operafions shonld be privatlyed, with the Dapartment of Matural
Resources maimimining respursibilily for sirategic plunning and attenduni
repnfarions, end selting appropriate forest manggement standards,
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Primary Product Statutory Bodies

Key Points

Tie case for the Guvarmmeni retuining ownership of the Queensfand Abatfolr Corporation
and Brivhane Markers Awthority appears to bg weak, ypiven ifte ubility of privale firimy fo
provide thexe services.  The mirketing amid regulatory rales of e {(Juecnsiand Supar
Coarporation sthimedd be separated to be comsistent with the stevctaral reform principle,

Findings

[6.5

I recent yeary the Cweensland Goveraimzant luev reploced muny statufory
maarketing bouwrds with producer copperatives,

Several prgunisations {the Oueensland Sugar Cocporation, Grafwee amid
Austeafian Quetity FEpg Fernash still hine exclusive powers over markeling.
These powers ara due fo expire aver fhe vayd g years for groing and egy
npierketing, while e sogar industry & e sublect af & separaie
CommpoiweidtfState review tw report By the end of this pear.  The regoufaiory
Dowers exercised By the Oreensiond Supar Corporgtion shoudd be separated
frone ity marketing functiohs, 1o be consistent with competitive neulraliny,

Ve Stare Goversaern? afsey owax e Brishane Markefs Aithority and tie
Cuzenstand Abatrofr Corparation, whicl are exempt from State tovey ond
dividend requiremenis.

It appears that the Stete Gavernment could dispose of the (Quecasfond Abiuitoic
Cuorporetion (which opevaies e o comperithe marker) and the Brishane
dfarkerc Trasd, whicit coudild be opened ty competition.

Marketing Authorities

Key Points

o the past five years, man) of Oncensland’s agrictlinred maeketlng autftorities
frave been imalpaneted or comvesfed iuto producers” conperatives.  fowever,
several antfioritfes retain cxcinsive powers gver mirketing under lepivlaion.

The ecclavive morkating powers for Graice and Ausirofign (Quality Fpp
Forrms are dwe o expire over the next we yegrs,  The pswers of e
Cueenshiond  Sugar Corporution are the subjvcd of o separate  folnd
Comiprictt e N -SRite vavian,

I the sugar ifdustey roview congfwdes Mot oa singls merkeiing body can
represent Hre yigar indusire effectively, these wonld be ¢ case for ensuring the
Oneencland  Sugor Corporivion does nof undertane regufaiocy as well oy
marketing firctions,
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Tracitionalhy, the marketing ot agricoltwral producks I Queensland has heen undertaken by
racheting boards establshed under legiudion. In the past five years, most af these boards
have heen amaigamared or converted into producers’ coopsratives.  An exccpiion is the
Queensland Sugar Corporation. established in (991, which hax barh regulatory and
somnmerial aclividies. The Tutore of the Queensland Sugar Corporation will be determined by
tie joint Commomwveaith-State review of the sugar industry which is due Lo presenl ils repart
Ly the cod of [908,

The Cueenstind Sugar Comporation is not a state owied business, Lul ils powers ate derived
from State leaislation.  The Cuomposutiun has exclusive powers over the marketing of
Oueensland sugar cane, and 15 also responsible for assipning cane W producers, There may b
a contlict between ity pole in marketing suear cane, and in assigming growng dareas 1o
producers. Even 4 the supar indusiry revicw coneludes thar a single marketing body can
represent the mdustry more effectively than individual growers sellicg separately, there wauld
ke o case for removing the repalaory posers frome the Corporation.

Twa olher marketing bodies that bhave exclusive powers 1o acguire and sell (woeducis
established in deaislation are Grameo and Austrelian Queality Fpir Farms. The exclusive
pervers of thase oroanizations are duoe o expire inJune 1597 (for Grainca} and December 1998
{for Awstralian Quality Egg Fanns). Toe review of the relevant legistation will tuke place ax
part of the [eaislation review preuess under the Comnpotilion Principles Agreement, and the
industry muy need 1o demonsiraie thal the henefits from having 2 sinzle marketmg body
excead the cosrs. Meither of these badies perfonns a regufatory 1ole.

16.6 Queensland Abattoir Corporation

Aporeximately 20 orivately owned abalioirs spurale i Queensland, ie comepeliion with five
upersded by the Queensland Abalicie Corporation (owned by the State Government), As the
meat processing market s competitive, the roie in the market for a state owned comspany is nol
chiviaus, At the monwenl, the Quesnsland Abatrair Corporacion does not pay tax-equivalam
pryments or dividends to the Savernment. 'Fhe Corporation should theretfore be considered as
a candidate for privatisanon. 5 the interim, the Ooveenmond shoeld cnseare thal the
Corporation cperatds o a connpetilively neule basis with private abattoirs, and pays saxes and
dividends.

16.7 Brisbane Marlets Authority

The Brisbane Marke!s Auwthority cperales the fipit and vegetable murkoets for Bhe Brishans
metropolilan arca,  Privale lraders rent space [rom The Aathority o market produce in Ui
Prishane area  The Auchority does not pay tax equivalent payments or Sividends 1o the Stat:
Lrowvermpent, At the moment, the exclusive coverags of the Brisbune arca by [he Awtherity
due wr expire st lhe end of 1998

Traders operating at the Brisbane Markets have expressed ieresl in buying out the narkers.
Ifa Luy-out by raders coineided with the inredkiction of competition for the Brisbane barket,
thig would reduce the danger of a privare monopoly replacing & public monopely. As poblic
swnership of the mailets appeans o be incensistenl with the arrungements for markeiing other
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primary products, the Governtnent shpuld consider divesting itself of the Brishane Markets if
traders are willing Lo offer 2 sufficionl price,

Recommendation
16,2 The Government xivoald self fire (zensland Abattir Corparation and the

Brixbane Moarkats Awthiordly, sabjocr ta e prior traduction of competition
Sfor the Authariy.
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Home Purchase Assistance Programs

Key Points

The Queensland Government's home owdership asskiance programs are sibjecd fo a
separate review comnnenced in Muay 19960 As a revised Commonwealth-State Hensing
Agreement [t due ro copppence in 199798, the Simte Govermmeni & anfitely to be
enconraged in the flawre to use Commonwealth flinding 1o provide home owrership
assisrance,  The Govermment may be uble i beiter wessist fow income carners thrangh the

public rental spstem.
Findings

. The Queenxland Govertiment's home ownership assfsiance progroms aré Hie
subject of @ separadte review requested by the Miniider for Fublic Works antd

EHousing.

. The carrent programs, the Home Ownership AMude Baslar (II0ONE} {foan and
Fento! Purchase Plon, were foirodiced in IR0, when both inflation cad
RuzrRet MOVTETE KIIEs were Sionificanidy feigher than todey, Howevet, demand
for hotlr types of loan fas declined as honsing fending interext rates have
dectingd, and o large prapartion of remaining borrowers in the programs now
fave an onisnteding marizege balance exceeding the vaine of their properdy.

* The Commonwsalith Governtiemt 05 reviewing Mg Commotowedii-Srale
Housing Apreement, wikch ey previously exrmorked fuading for ftome
cwnership,. I the Juture, the Commonweaith-Seaie Houving Agresmend ix
fikely to comcentrate ot affordebilit for rental honsing rather thaa prosotion
af ams owHership.

- o threse circtimstanees, e Stade Gavernmen! shoudd ravizer whether i shoald
contirie o provide assistance for frome ownecship iraugh fending progrions.

The previoss Queensland Government established the cwment hame ownership proprams, the
Hotne Ownership Made Fasise (TIOME) Toan (later resamed the Cueensland Housing Lean?,
ard the Pental Purchase Plan in 1980 "The Home Chwoership Made Easier program operaded
with a low indtial deposil und eacalatiog repayments, o allow borowers to enter intd home
awnership at an earlier stage rthan they conld through e commercial howsing market, The
Ruental Purchase Plan (indtislly calied HOME Shared) allowed borrowers o fake out a loan to
purchase a share of a propery (al lewsd 25 per cent) amd pay rent o the Depainiment on the

temaining value of the propery.

‘Lhese programs aperated initially with fixed inwerest loans, which were at a lower rate than the
variable rate [pans offered by banks at that time  [owever, barrowers foond thal the intaerest
ratus buenme 1ess afractive as market inierest rates declined through rhe first haif of the 1990
Desrowers with @ higher kivel of equity o their homes and & higher capacity 1o pay refinanced
their properties i vhe privare market  Other bormowers in weaker finsncial circamstances
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ngedid Lo remain with the 1nme Ownership Made Casier loans progran with relativedy hish,
frved Interest rates and repaymeants increasing each vear.

The Covemment responded Fo these developments during 1993 and 1994 by mraduaily
reducing the fixed interest rate on new loans, reducing the annual rate of escalation of
repaymenls ard offeriog varisble rate loang az an alternative w Sxed rate loans. Sinec thai
e, loan arrears have increased and a growing propartion of esisting horrowears now owe
more than their original loan principle,  Despite those adjusxtments, demand for oew loans
continued to decling, and the Guovernmunt suspeaded new lending in 1995,

The HOMY Loan and Rental Purchase Plan products, are heter suited to a period of relatively
high inflation in boesing prices and incomes, 2nd high interest rates. With Lhuir crephasis on
fized rate lending however, they are nat well suited W Lhe presenl snvirpoment, especially as
swony campetition belween bunk and nun-hank lenders is maintaining downward pressure on
inferest rtes.

inder the Comenonwesliie-State Tlousing Agreement. the Commonwealth Govermnent has
cartnacked funds for the States 1o provide boms ownership assistance.  The question for the
CQueenzland Governmeat is how best 1o achivve this in view of the unsuitability of the existing
schemes,

The Commanwealth Govermunual B propesing & new model for the Commonwealth-State
Howsing Agreement, which will target the Commonweaith’s granls Lo renlal sssistanee for
individuals. The Queensland Government may nol reccive Commonwealth funding o operate
a home ownership progesm nothe futire.  FHawever, further negutintions hetween the
Commonwealth and the Srates on the Commonwealih-State Hoosing Aareement will need 1o
take place before the new mode] tekes ciTeo.

ln May 1994, the Minister for Public Works end Tousing announced that the Cueensland
Govermnent hoine pwaership programsz would be reviewed, noting the difNeufiies that
remaining borrowers iave enzoutiered.  This review i3 duc o he completed in the next few
meatiths.

Recommendation

16,3 Givew the changes to the Commmowealth-State Nowsing Agreement being
progroved by e Corstmonwealth Governntent, e Govermment should review
whether jt should continne to provide assistance for ume awnersiip,
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Gaming Activities

Key Points

The Office of Guming Regalation pluys a rele bath in the regulation of private gaming
acdividies aanf i the supply af passing machines w privaee aperators. The role of the Office
af Gaaning Hegwlation In procuring gaming wmachines wuppears tn be ne longer necessary.

Findings

. The Quesnsfand Covermment aperores fwo  mhifor gaming agenciei—ithe
Totalisator Agency Boanf and He Gofden Casket Ant Union Offtce.  Private
gamiing activities are regilared by the Office of Goming Repwlation in
Frousury.,

* The carporativaiion or prividisasion of the Golden Cusket Loteries Corparstion
wili nepd o separate any cegildtory fumctives of the Corporation from s
vommtercied fioneiiony.

. Ax the State Governeent boars a visk In owning the Tatalisutor Agency Board
feg e o competition fron other pakiing aciivities), it wenrdd be appropricte, ot
a Htittinricn, for the Stofe ta obtain g refura on 05 2qulty through the payinent
af dividewdy qref tax equivaiont pavments in addition to reveane from tarnover
tx, Flis would be consistent with comnpeditive restraliey priveipies,

. Ax cluby end hotsle hgve been operating gaming machines profitadly for
sevcral years, the Office of Gaming Repulation should pass on the
responsibility  fur  purelasing  gaming mgchines  f0 privale  gaming
OFEARISATONS.

The Queensland Covernment's rolz in gaming aciivities is in the followiny arcas

. commercia! paviimy wpeeediony throngh the Totalisator Agency Bosrd, which
uperaies belling activities for racing and other sports, and the Golden Casket
Laotreries Corporation, which operates State Government sponsored latteries.

. favatioer of gonting activities, consisling of taxalion applied o the wmever of
Tiotels and clubs operating paming machines, and the turover of the Totalisator
Anency loard, rhe Gedden Casket Lotteries Corporativn snd |he State’s casinos:
and

. regadutiue of geivade geumiig ectivitize by the Office of Gaming Regulation, i
the Freasury porifolio, with the Toralisetor Agency Board aod the Golden Casket
Loreries Corporation also undertaking some repnlatory flunctions.

ihoth the narional competition policy agieements and the Stele’s carporatization policy require
commercial and regulatory functions Lo be seperatad. {lowever, under cumrent arrangements in
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Dweensland, both the Golden Casket Lodteries Corporation and the TAR undertake zome
regulraiary Aclivilies.

For cxumple, under the Lotteries Act, the Golden Casker Lotteries Comporation has the power
1o establish the rules of lollery gaines, o supervise e deewing of lotteries, undeitake
authorisation of new agenrs and dispose of unclaimed prices. The Tolulisaler Apency Bourd
s e power 1o make decisions on disputed Lickets,

It would be more appropriare for the Office of Gaming Repgetalion to lake over thuse
revulatory functions, and 1o permit the Colden Casket Lotteries Corparation and rhe TAD w
soheentrate on paming operationa or 1o be sold.

The Office of Gaming Repolaten would need to increase the resources it devoles to
supervision with these changes. Tt should he able fn redireet resources, however, by passing on
Loy parivale operatars its cuwivent role of purchasing gatning machires ard hiring them to private
aperators. |Lhe Governmuent fonk on tis role originally W relieve clubs and hotels of the nitial
capital cost ol purchasing machines. The rental charge was infenddad fo recowver costs widhin
live years.

Since then, rechnology has advanced and many clubs and hotals are seeking to replace their
cirrent machines. Under these circumstances, it seems aperopricte o give the clubs and hotels
the responsibility tor purchasing their own machines. This would remave the tivk 1o bhe State
of carrving dehl o parchiase machines which are being overtaken by new technology. 1t also
avoids any conflict betwean the {Mfice of Gaming Regulatitn’s rols as maching awner and ils
reglalory role.

Witk the wanster of ownership, the role for the State Government wonld be 1o apprave a ranpe
of mames and muchines that could be used by clubs and hotels, and to ensure that collusion
hetweet waming operators and machine manufaciurers did not lzke pace,

Generally, Lhe uxation rales applied 10 gaming i activities are comparabie with the rates in
other States.  In the case of the Tofalisator Ageoey Board | the Queensfand Government has
some equity in its operations (hraugh a3sets aceumulated by the Board), but does not receive a
retorn o this cguily,  The Tetalisalor Agency Board has been proposed as a possible
corpotatisation candidare by the Queensland Government, and corparatisation wonld provide
the Covernment with the oppenunity 1o obtzin dividends and tax-equivalent payments from
the Uoard's net peofis. This could provide the State with a rolwen W offset the risk of its
ivestment in the Bozrd, which s facing comnpetition from new forms of gaming and from new
lechnolopy that may reduce its matket share, Oiven that there is no compelling case for the
Govemment to tun an aperation such as dhe Tolabisator Apency Boerd, he Commission would
prefier to see it sold.
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Recommendations

164

5

The fffice of Gaming Repofotion vhould pacxy responsibility for purchasing
paming mackines @ private gaming orgenisations, and establish o fst of
approved (rpes of wiachines and gaming detivities for tiy purpose.,

The Government shonld corpurative, or preferably privarise, the Gofden Cariiet
Leterfes Corporcdion awd the TAB.  The regulutory functiony of these
vrganisutions should be transferred fo the Gfftce of Gaming Replation.
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Queensland Tourist and Travel
Corporation

Key Paints

Fhe (weensland Tourist and Travel Corporation piravfdes sewdeaf Ngrisen promation
services gnd afse operares & whelesale fravel agency service [(Sunlover).  To eavore
emmpetitive gewtralizy with private operators, Sunlover showld be privarised, subjecr o an
wssessmend of the impact of e sale vu the reproseniation of sanall togrism operafors.

Findings

The Queerrsland Tiverist aod Trovel Corparation aperates heflt as @ penersd
forrisin pranation body for tre Stre qmd oag oo fraved gagend, Mirongh ifs
Snnlover Holidays division.

The aperafion of Senlover Holiduys frax fed 1o complainty froms private touricm
gperators Hal i rompetey anfairfy with private travef agends a5 a result of
access 1 Quweensland Tourist and Trovel Corporation information.

Yhere s u strong oese for separating Sunlover and Queensiund Tourivd and
Fravel Corparaiion functions and lide justification for government ownzesiip
af d friavel ggeney, Fhe Corparation should caitcentrate an its industry wide
tourrr proafion acfivitiex, Wiile areaopements are pof in place for the vaie
af Sundover, the Corparatfon shoxld cstabfigh separate aceonies fur Synfever,
wtid ensnre that alf costs are wecounded for when defermining the prafir on
Fanlover aperativmns,

The Gueensland Tourist and Travel Corporation s estublished s o atatulory authority, with the
objective of marketing and developing tourizm n Oueenzland.  The Corporation’s funding
¢omes trom thiree sources:

the Queensland Governmuent Budgel (estioaled at $29.5 million im 1955941,
the aperating sarplus from whalesals and retzil agency activires: and

contributions by the private sector to cooperative marketing activities (362
millien in 1994-95),

The payment fromm the State Goverament Budzet for 1995-95 (£20.5 nillion] s simalar o
prpenditure by other Sate aod Territory Goevermments on tonrism promation, althowgh other
Cavernmenrs have mereased their expenditure signiBzantly in recent years, (See Table 16,2

below.
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Table 16,2
Expendlture on Tourism Fromotion by State Governments (% million)

1591-82 18B2-53 199394 1994-95 130596

[&st, )
Sueecs.and Taunst and Travel Corparation 23.5 £3.8 23.4 245 3.5
Tolrrismn Winkonia 18.4 209 225 2nE 1.3
Teuriem Mey Ssuth Wales 18.3 - 288 324 225
Yotk Aveslealae Toorso Do vess an 1R.5 T 170 %3 27.0
Wartarr: Australian Taon 5 GO esion 19.4 .87 200 224 23R
Morthern Tersitady Towrism Cemmisa en 14,1 VB2 162 21 9 22.8

Sanrce  Quesnsland Taunst and Travel Caroarahion,

eensland s a lower expenditure on Lourism protiondn per visitor than any other State or
Terriloey, cxcep far New Sosth Wales, One rason Tor this relatively low level of capundilure s
that {Jueensland’s nataral anractions reduce the need for a hiph level of promotion to aftract
visitors. Tlw inlensity of competition among the Stales nevertheless requires the Government and
fuzensland ‘towerist and Travel Corporation to ensiere chat the Sate Buodgest contribution {s used i
cnaxooum effect, inchiding throwsh Dwcreased cooperative marketng with the privake sector,

Quecosland Tourist and Travel Corporation also operates retail avel agency activittes (through
the Oueensland Gowvernmend Travel Ceowes) and  wholesale aelivities  (throogh  Sunlover
Holidays), Sotne private sector oaristy operators hawve suggested thar Sanlover bas a eompetitive
Advaniage ver privale ravel agenls due o s government owaerslip, While Queensland Toursl
and Travel Carporation's Annual dzportz indicate thar Sunlover trades profitably, the Corporation
does not publish separate accounis for Sunlover or indizate how sosts are attributed 1o Sunlover’s
operrlions.

The competitive neutrality pringiple reguires thal puvemment erterpriscs doo med cnjoy nef
competitive advaneages over private comeeritors, and therefore Queensland ‘Tourist and ravel
Corooration should ensure that Sunlover is covering all costs of its operations.

There s no sherdage of private sector fravel agencies throughout Australia.  There & no
information or marker failurs tn jistify government invalverent it fravel serviess. Given that
Queensiand Tourkst and Travel Corporation 's cote business is Siatew!ds touristn pegmotion, the
Covernmend should consider selling Sunlever, A precedent for Queenskand Touwrdst and Travel
Corpotation dispesing of a non-core business was the zalz in 994 of the ATLAS comnputer
systeirl.  The sete of Sunlover would renwove any potential prablems with competitive neutrality
helween public and private avel sgenls, albough & privatised Suolover weuld be ina very slirong
positign in the wavel agency market (3= 35 per cent of operarors represented by Sunlover do not
sull products beough any other major wholesaier).  Therefore, the initial ntpact on competition in
the tourism market of a sals of Suniover wonld nead fo e assessed Sefore the sale ook place

Recommendation

16,6 The Sunlaver Holifwyxs fravel apeney husiness sfronld be sold.
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Public Financial Enterprises

Key Points

COueensland retains a hewvy involvement in the ownership and operalion of financial
instititivns that iy anachronistic o view of their historically poor cost pecformance and the
probiems that officr States have encontitered with deposit-taking insitutions,

Findings

. The Oueensignd Government retoins a Reavy involvement fn the ownership
and operation of fingncial irstitietions in the Srare,

. Hhile the eornings performince of e State's deposit-taking institufions fos
baen Rizilar 10 wmarker quarapes in recent years, these laxtitutiony are hiph cost
producers of financial services relative to industry standards.

. While there is & case for governnent brvalvement i financial markets, thiv
case generaily siopy ar reguiaiion and doer mot extend autommtically to
FOvVeFRIACR? ienership of financiul insfitafioms.

. As an adequate privete murket exicts for aif forms of deposit taking and
insprance within Auserolia, it is difficndt to menmt a defence for continuation of
the current high fevel of governpient iwnersiup of these financial instittions.

- Recent developments in the bidding for Meteay Bank have shown a willinpness
on the part af the Government 1o divest itself of owmership of these institntions,
itiil e Corpnission supporis thiv initiveive,

Ll Notwithstunding its sicony perfacmance, here K fitthe justification for
governmznt involueptemt in the funds monagement indusiry tireagh the
2w eensliund Mvesiment Cotporativn.

. The case for divestment of (Queensland Treasnry Carporation is fesx
crunpefling, with the key ro contined kigh performnmance being fo rnxure that irs
migrker it fuily eonriestable,

16.8 State Owned Financial Institutions in
Queensland
Key Points

. The Queensiond Governmeni retaing o heavy involvement in the owncrship
ardd operation of fTnancial bextiiutivns i e Nt
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Hitile the earnings perfarmighce of the Stale's deposh-raking nstfutions Jias
heen simifar i prorked averages in recent years, af! three institations are ligh
cost producers of fingncial services relative to indusiey siandards.

Intreduction

Covernement owned financial institutions, both Commonweaith and Seate, have long been a
featere of the Ansiealian Mnaocial system. Owverall, experience with these insiitutions has been
less than positive, with most jurisdictions either privalising or winding wp their insiitwiions
uver the past decade, often in distressed circumsiances.  Iu this respect, Queensiaad stands
apainst the national trend with a significan and continuing wvelvement in this sector,

“he distinetive features of Queensland's government owned financial institutions are their
breadth of coverage and the dominant position that they hold in some markeks:  povernment
invalvement in the finoncial sector riviges from insurance wo merchant banking and real estata;
while the dontmant position of povernment ewned inslilutions is best Hwstrated by Sooerp
Suilding Society whick is not only the largest bailding society m Queensland, bur also in the
{:(‘II,!T‘IT'I‘}'.

While the financial performance of these instinitions appears to have been similar 1o market
averages in receat yoars, mesl ane high cost producers of financial services relative 10 matlket
standards, As such, there are imposant long-term issues. otk financial and political, invelved
in contlinued government participation in this s,

T recent times, the Queensland Govarmment has shows a willinpness to address these potential
problems theowgh By proposed werger of the 3ate's deposit-taking institutions with Metway
Bank, and subsequent propressive divestment of the combinad asset by the Government
While the oetcome of this propesal is stil] vncenain, the Commission suppoits the initiative by
the Crowvermmrent to divest el of the Stle owned desosi-takiog instifutions,

Suncorp Insurance and Finance

Surcory is A highly diversified State Governmenl owned financial institelion with olal wses
ol mare than $4.0 billien. Constituted under the Sivcorp fusprance and Finarce Aot 7985, the
pronp comprises Suncorp Insurnee and Finanee, Suocop Building Soclety Limited, Suncorp
Finance Limtited, Suncorp Advisors and Administrators (superannuation), Suncarp Investment
hunepreencel Limited, L), Heoker and Graham and Company Limited (a merchant bank). The
zroup also owns 4 per cent of the sommercial real eslale sompany Konight Frank Hooker, and
has & 44 per cent sharehoiding in the Bank of Queensland.  Govermment ownership has
provided Simeorp wilh a rumber of sdvantages, includiog a strong credit rating resubting from
a guarantes of its insurance chligations.

Suncorp offers perhaps the breadest rangs of products and services o the retail market of any
tinancial institution in Avsiralia. In bioad erms, the proup s invelved in:
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' general insurance, meliding personal commercial and corporale lines, and
compulsory third party Insurance ;

. tife insurance and superannustiun, including nancial protection, death and
disabtlity, mvestment tinked and capital guaranteed savings prodocis, and
superannuation admimistrathen;

- retail banking, including retail decosits, houstne and personal Togos;
. commercial fitance: and
. a small invalvement in fancial sdvisory seevioss and real ostate.

Suncorp's overall business strategy bocuses on the integration of the varivus clements of itz
business, selying to a lerge ealent, on the cross-sething of its products ro the same customer
base. While the group is dominant in the Queensiand general insurance markel, snd has a
major presenge in the otier Queensland financial services markels {ewcept commtercial
flnance}, it has only 2 minge presence ouside Queensland.

Figures 14,1 and 16.2 show that e carnings perfonrance of Suncerp has been similar o that
of ilx vuompetitors ia recend years (the sharp drop in performance of the major flaance
companies in the early 1950s is dominated by a siiall number of lege bank-vwned financiers),
As Figure 163 shows however, Suncorp is @ high cost procdncer of Arancial seevices by
industry slandards, with a cost Lo income ratio for is building seciety around 20 per cent
bigher than the average in the regional banking fadustey {given #x size, Suncorp Duildmg
Society is more directly emnparable with repioral banks than with ather building societies).

Mgare 161

Suncorp Finance, Camparison of Returns: Operating Profit after Tax as @ Percentage of
fverage Met Assets
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Mpgre 16 7

Suncarp Building Society, Comparison of Returns: Operating Prafit after Tax 25 a
Percentage of Average Net Asscts
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Flgure 16,3
Cost Performance of Suncorp: Cost to Ineome Ratio
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Queensland Industry Development Corporation
(QIDC)

The Quesnshand Industry Development Comporatior®™ [QITH) 18 4 Stale Governmenl owned
and praranteed financia) mstitution. 55 competitive straregy focnses o its role as a financier
tr Queensland indusicy. QIDC is constituted wnder the Geaeervlund Midustry Developien!
Corparation Act FP94, and is supervised hy the Rescrve Bunk of Australia fon a voluntary
basis), With a total asset base of %528 billion, 210 {5 small relative to other banking
institutions, heing spproximately Two per cent of the size of the average major bank.

CHIN s currently locking 1o broaden s invalvement i Queensland's financial sector from
being a lender primarily o the rural sector 1o becomieg & provider of 8 oo eomprehensive
ranige of banking services o Queensland hosiness.  Cuerrsnr services include agribusiness
cheque accounts, bridging loans, business clieque accounts, commersial dells, corporate and
Financial advice, develapment cupilal, fleat leasing, furcizn exchangs, Rorward rale agreemands,
guarantees, interast rate swaps, project finance, stauddy faciliies, tarm loans, trade finance and
working capilal, (HDC also offers a wide range of ivestment products including call deposits,
cash managenent accounis, commercial bills, negotisble cortificates of deposit, industry bumds
and tetm deposils.

Fraure 154

QIDC, Comparison of Returns: Operating Profif atter Tax as a Percentage of Ayerage
Net Assets
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D 15 neither & bank nor & Fnance company, although it has charactetistics of boih. For thal
reasan, Fiure |64 companes reluros camed by GINC with the performance of the major
Augrraltan finance companies and repional tanks. As can be seen, the performance of QIDC
has been al comparable fevels with the average for banks aod finance compantes in recent
yoars. [m tarms of cost efficicney, alheugh QITHITS cost B income ratie is currently superior
to that of Suncorp, it s has grown stromgly during recent vears to be quite high by andustry
stunchards fuoe Fioure 18.9).

Tigare 16 5

Cost Perfarmance of Queensiand Investment Development Corparatian: Cost to Income
Ratio
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Bank of Queenstand Limited

While the Rank of Queansland iz 3 publicly listed campany, the Cueensland Govemment is the
major shareholder, through Suncorp's 44 per cent sharekelding in the bank. A awnber of
Suneorp dircetrs and the Suocorp CFC alsoe sit oo the Bank of Quecnsland board, The Bank
of CQueensland 12 a retad] bank, providing 2 wide range of banking services through %6 branches
aind agencies, largely in the south cast comer of the State and i majur cowslal centres. Trs
primtary lending focas 15 i the housing seclor (which makes up 39 per cent ot its loan boak),
but i alse provides consumer loans, commerzial lending and [easing services, With an assct
base of 2.2 billian, the Bauk of Queensland b small relative o ather hanking instibatinns.

Tn terms of financial performamce, Figure 10,0 below indicaies that the Bank of Quecnsiand's
relerns e ool yoears lave compoered favoucably o the odustey averape. En temie of cost
elficiency, the Bank of Queunsland’s cost to income ratin currently falls between rhat of
Suncorp and the Q1D but has grown in recent years oo be quite high by indusvy standards
(see Figure (6 7).
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Figure 16.6
EBank af Queensland, Comparison of Returns: Opaerating Prafit after Tax as a
Percentage of Average Net Assets

M
M
= i
LTl - ;
Yo * :
T Lo
5
4
THT.RA 138550 19 a2 1593 94
1958 60 L9901 1995 92 L5995
— Repional Barks Bank of Queerslard

Sadeser KPMG Paar Marwak Finanto! SN as Perbrmanne Soave,.
MNate: Zara lor Regionas Banks iz orly avambzble frem 223092 anwarde,

Migure 16 7

Cast Performance of Bank of Quaensland: Cast {o Income Ratin
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Queensland Treasury Corporation (QTC)

The Queenzland Treasury Corpunstion (0T i Cueensland's central finaneing acd liability
maragenent aathority, solely constimuted by the Under 'I'ntasurer i aceordance with Section 7
of the Gueeastond Trecsry Corpovedin Aci §98%, Prior to 1991, QT operated us w divigion
of the {Jusensland Treasury, bul it has since hoen restnzctared as a ssparate and antanomaous

authority,

‘Lhe aroanizaticn currantly has a totz] asset base in excess of $23.9 billion. QUC's role as
{ueensland's cenkral fmancimg authority dnvolve: i bottowing funds in Both domestic and
inlemalional markels by Tssaieg o varicty of debl insirwoenis, with the obligalions under such
debr insrruments puarantesd by the Treasurar on behalf of the Dueensland Government. These
borrowed funds are on-lant o various Govermment departmenis, local authorities, government
owned eiderprises wod other Quesnsland pubnic sector bodics. Participation in QTC iy
voluntary for Local Awthorities and povertnenl awned enrerprises, but is compulsory For
EovEMINeRnt departints.

(UC's formal respanzibilities include:
: provision W the Queenzland public sector of lHability aed Tancial nisk
management advice;

. establishment of shost-term and long-revm funding facitities in Ausiwalian and
gverseas ¢apital markets,

. marhating the eredit of the Staw: ol Cueensland and QTC's fumding Facilings o
Australian and overseas investors and financial interraadiaries;

. management of interest rate and toreign currency exposures,

* financing major infrestructure and capilet needs of s Queensland public sector
cliwnks; anid

* cash management services.

As (1T borrows prinarily through a number of Awstralizn Dollar Bond propiams, Q70
perfornance as an 1ssuer can be assessed Ly compating the borrowing costs on these honds
agamst the costs foe other Giovernmuent Ismeers o Australia,  As Figure 168 shows, 10 i
currently the leading sem-aovernmeant issuer in Australia.
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Fuure 16 E
Government Bonds: Margins to Commaonwealth Bonds: Ten year duration
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QTC has alse performed well in its debr pool managenient, with the actual cost of funds being
wer than their benchmark cost of funds in every vear since itz establishmient, The combined
historical savings from this Nahility management and the benefis from the relative borrowing
maTgin, shown in Table 16.3 ave estimated by QTC 1o be 5376 ¢ million for the period | Juby
15998 10 30 December 19935,

Tatde LE.3

Benefits from Quesnsland Treasury Corporation Qperations
Hietoric Performance from July 1988 to December 1995
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Source Choedns.and Treasury Carporalon,
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Queensland Investment Corporation (QIC)

Formerly the [nvestments Divisien ol CQoeensland Trewsury Carporastion, the Quoecnslaned
thvesrment Corporaton {CHC) was established in 1991 as a commerciatly oriented {flnds
ranager, whaolly owned by the (Quesnsland Govemment. QIO has the truskeeship and
mangpement of the Queensland ovestowert Comporatiun [ovestment Toust and is co-owner of ©)
[nvest Limited, a company specialising in retrement planming for podlic sector emplovees.
With & further five wivestinent tusts (pocled sector funds), QIC has gperoximately $13 Billion
oof finds under manarement and Lolal il inoexoess ol 5193 million, maeking it ane of the 120
largest fund manacers i Avsmalia. As a governmenr owned corparasion, CHC pays dividends
ared aroowts in flew of income and other taxation o e State anpually.

The frusts which (1T manages are wide and varizd 10 natre. ‘The Queensland Invastment
Corporalion [nvestment Trust is a balanced fund holding a diversified portfolio of assels
comprising cash, Austealisn and offshore oquities, Arstealian and offshors fived interest and
property, Each of the funds in the pooled secter fuads represents a single class of asset, and
clivnts may wilor patlGlios by varying the 2ol Bey have invesled doocach fund. Q) Invest
Limited 15 a jomt venture hetwean QIC and the Sovemment Superannuation GHice to provide
a fmancial advisory service and g rangg of investment sroducts suibed to the mvestment needs
uf retiting public servaols aod other individosls,

QIC has two groups of chents.  Participation in QIC for the first group is compulsory, dhis
proup inchides abl public seciwor emplovee contributions to fonds sueh ax State Service
Superanpuation,  Ooverriment  Superamiuation {Go-Super)  angd  Sate Public Sector
Superannuation (Q-Super). Facl ol these cenlribulor groups has a separate Boaed of Troslees,
This aroup alse includes the superannuation fands onder the control of the Treasurer (eg
Crorvernrment emplovers’ superannuetion contribulions).  Parlicipation in QIO for the seeond
oroup, which includes some aof the public trading enterprises (for example. 51 {Elecoricin
Superannuation) is voluntary.

tabile 15 4
Performance of Fund Managers: Average Returns on Funds

Fund 3 year redurn 1 y=ar reture
L [ 11.67 1005
Simular Managers o a0 1773
A W anapers 936 12.7

source: Queensland hivestrment Sorporalvan, Corporate Jrofilz, as at 0 kpril 1995

Table 164 shows the curcent performance of Q0T relative to other fund managers. In recem
years, {f)C's investment rebim hay comparad favourshly with the average marbket return for
ranagers with comparable levels of risk.  Forther, Cuegnsland Investment Corporation's
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Inveserment Trust has outpefornwd the sverage retum on competing funds in every vear since
its iception fsee Figure |69

tigura (6E

Queensland fnvestment Corporation Investmant Trust Returns vs Averaga
of Competing Paoled Funds
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16.9 The Appropriate Role for Government in
Financial Markets

Key Points

- While there fs & cise for governmens bnvelvement fn financial markers, this
case generally stops ai regulution and docs wot exiend antomatically to
Loverament pwasrhip of financie! fnsemions.

. As an adequate private market exists for gl formy of deposit taking and
insarance within Austrofia, it i difficult to moeunt a defonce for continuation of
the current hiph level of povernmant ewnership of these fincacial invtitutions,

. ftecens develapments in the bidding for Metway Bunk lurve shown g witlingrness
on (e part of the Govermment fu divest ivelf af awncrsilp of these insiitutions,
irtd the Comminsion supparts Heis rlefative,



Ctrer Government Sinesses 499

. Notwithsfumding v strong perfermunce, there is little justification for
geverumanr fpvalveman: in fhe fwnds monayemend fndustey trough the
Oacensiand Investment Corpuretion.

. Fhe case for divestinert of Queensiang Treasiry Corporation iv  lesw
compelling, with the key to conthiaed high performance beirmy fo ensyre thar is
marker is Yty conrostable,

The case for government involvement in financial markets is wetl catzblished, While financiat
services embody many of the essentin] charmcleristios of physical goods and services, there is
widespread recognition tha financial markets are sutficiently differet Trom conventional
poouds and setvices markets to wamant a higher level of repulatory intervention; that case does
net extend automaticaily to gevermneal ownarship of finarcial institutions.

Uniike contemporanesus trads in physical goods ane servicss, Anancial trassactions invelve
the passage of time. By their uture, Mnancial transactions involve premises o imaks paymens
at specified times, i specified amounts and in specificd cireumstances,  Such promises
inevitably invedve unceriinty and yol play a fundamental rolz i the efficient functioning of
commerce, Yacititeting the setilement of trade and channelling resources cfficiently acrass time
andl space.

Tl mare saphisticated the ecanomy, the grealer its depzndunce on financial promises and the
Ereater its vuinerability to failure of the financial svetem ro debiver against its promises. The
case for government intervention is hoosted by the need for consumer protection. This need
ariees peimarily from the tformational imbulanees that sxise Betwern finoncial institutions and
tetail consemers of finzncial services—an imbalance that is not entively removed by disclosure
requirements.  The importance of finance and he potential for financial faiture 1o lead 10
systemic mstability introduccs an ovee-riding market failure that hes been the focus of
pavernmat! interveniton for mos of the pventieth centary,

The case for hwvelvement in finuncizl markers, however, usually stops with  fmancial
regulation. There is no major market failure in financial mackets and there is no shomtage of
private sector suppliers of financial services. While government owned financizl institutions
can be used as 3 vehicle for soctal poficies, there is no efficiency zain from usig them as the
distribution vehicle in preference to altemative, more lrunsparerd methods.  indeed, the
potential for social poiicies 1o interfere with the normal costing and pricing of competitive
financial produets is 2 major drawback to using them for this purpese.

Unly in undsrdeveloped financiul sysiems, where private institutions do not exist, is thore 2
case for povernment uwnership and provision of finencial services. In those cirowmstances
there is alse & strong motivation for the governmenl vwred instittions to be replaced by
private institgtions as quickly ws cen be sustained by the financial market (sce Box 161
below.



416t Chapter Sixteen

Box 18 1
Tha Danpsars of Stzte Ownership of Fimancial Insdilutions

A tecent study by tha World Bank cxamince ihe circumsianecs end events
lending up @ 1B bunking faderes in different countries aroond the woeld,
vanping fron: Argentina and Chile theaugh (o lapan, Marway and Sweden, Of
the 18 Fadures, 13 were o coentries with Stete owneeship and control of
financizl institotiens (see Table FeS helmw].

While flese bank failures occuered for 8 combinabon of raasans (eg praklems
with ownership, defiviencics in governanze and inleroal contrels, Jack of
vonpetiion wd macket discipline and deficiencies in [awe, repularions and
supervition el the World Hank sudy concluded [That stele ownership
conlribuled 1o the bapking probloms in each case, and was the dominant

linking faceor amonp, coanieizy expericncing hanking problens

Table 165

Country

Acgerthna | 9AC-B2
Argentina 195990

Argentrna 1990

Cosle 1931 33
Eerzng 199293
Japan

1882 priewenl
Morway J227 63
P riligeias

154187
Spain 1977 -85

Swedan 159092

Tovaifand 1933-85%

Uyugrray 1982.37

Weneuela

L5245 -prezent

Seurce: Garsis. G (1996} for the Werld Bark.

Signlficant Episodes of Banking Prablems

Signs of Faiturs

Stale Dwrmership

Runs and falldres.

Honperformirg assets,
general -uns, torced
renewal of rime deaosils

Runs, 1 liquid Iy,
inaidveneies anwl cracit
crunth.

Rans {rat magyw) anc
clstress Dorramng.

Ceteniprating [oans, runs
amed by by

Irlerwntianeg, Mwkpers an:d
runs at rred Lurions.

Heawvy iossem. athodnding,
crizis 2l tre ared 3 1991,
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Regulation

{ueensland has taken a lead role in State based finanzial vegularion. Following an inguiry inlo
noo-tnk fnancial mstilotions aad relewed financial processes in Queenstand i 199 the
Cueensland Government led zhe rationat reform of the oon-bank sector o 1992, Chdated
lezislation has been replaced n a number of State specific arcas (ncluding lepislation for
huihiing socictics, credit uniens, riendly socictics and the secondary mormgage market) and
others are in the process of being reformed (for example the Cooperative Housing Society
legistation]). Queensiand"s leadership in regolatory teform slands in conlrast with il cpnkingad
wwnership af fnancial insl it ions.

Deposit Taking and Insurance Institutions

Against the backgrownd of Hs progressive approach to regulation, and the pace of privatisation
both alsewhere b Australiy and intemationally, the Queensland Govenmenl's heavy
involveireent o the wwaership of financial instillicns remains anachronistic. ke performance
of thess inseitutions is below standard and history has shown that financial institulions
handicapped by ihe meificiencies that attend government awncrship have litlle hope of
mceling nrarket slandards over time. There can he little guestion that an adegoate private
tearker exists For all forms of deposit faking and insurance within Australiz, Add to these
cotsiderations that ownership of financizl institutions has proved 1o he 20 e ermbamassment
ter several Austrafian Siale Governments and i b8 difficult o omowst any defence for
continuation of the current situation.

Recent developments in the bidding for Metway Bank bave shown a commilment on the past
of the Govermnent e divest Tbselt of ownership of these institations. At the time of writing,
the ucome of the proposed merger with Metway i3 still uncenain,  Nevertheless, the
Commission applavds the move as consistent with cadlivr repoels That wers propared on this
subjuet for e previous Government and with the principles enunciated in Volume )1 of this
leport.

A subaidtary, but not ummponant issue raised by the proposed sale of Sencorp is the
Government’s invelvement in compuliery third pery insrance.  As noted i Chapter Three,
rrrvernmaent domination of underwriting in this area i3 ditticuit 1o justify 1 a siuation whers
there i5 an adequake private market foo insaraoce. Further, the inevitable downwesred bias in
pramium [evels that allaches o political involvement in price setting has created sigaiticans
liahilities for Suncorp over time—a situation thar witl not be sustainable after the Government
divests Htself of s ownership of Suncorp, While the histerical anteecdents of this particalar
rigulation are well understand, # i3 time far Queensland to fully deregulate this market.

Other 5tate Owned Financial Enterprises

The case for privatisation of QIT s almost as compelling as that for govermnent pwnud
deposit-taning institutons,  There s u well established and competitive marker for funds
management. (T0s strong, performance in racent years means that the case for privatisation is
bt peessing on etheieney grounds.  Monetheless, there 3 we clesr mationale for direc
government participalos in such a markel
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ecent months have seen the Commonweakth Government announce its mtention to sell
Commonwealtl: Funds Managemesnt. A similar progosal bes been Aoated in Mew Scuth
Wales, At a mimimem, the Queenshmd Govermament shoubd evalovate the benefits and costs of
privatizarion and weigh these agains the politcal risks of remaining in an industry withour
astification,  In the interim, steps showld be taken 1o increase the contestability of QIC's
mearkE.

QIC currently has a monepoly on a large part of superannuztion funds from the Cacensld
public sector. Contestability revquuires thet private sector altematives be considered. Given that
QT hos now had five vears to establish itself as aa indzpendent funds manager and hat it hos
a povd track recond, there is oo reason why cortestzhilily shoald not be intradeced #: 2 marter
of priaricy.

Contesrability requires that (2 monopaly over Cocensfaned public sector supsrannugrion be
removed,  Coprestability also requites that QIO bave the capacity 1o compete and, in this
resprecl, QIO should be alde o compate Mo business oulside the oublic sector,

The case tor divestment of Y10 a5 kess compelling. While (JTC pertormis fupetions that have
private mackel alteenatives, I is not clear that a private altercative could caplure the scale and
liquidiry benefitz af a singie cendral borrowing autharity

The key to continued high performance from QT i w ensune dhal ds macket is contestable,
la the case af (T, locai anrhorities and government owned enrerprises can seek funding from
altzenative sources but government departments cannot. [ the interests of full contestabilily,
thee latter restriction should be remaoved.

Recommendations

f6.7 I fhe avenr thal the current praposal for o merger of (Quesasiand based
Jitinelad Insriiitions daes met proceed, e Govarnment shoield porsie other
nieans o divest itself of the wisels concerned.

f&  The GoverssenT sfioull fully devaptifuie compalsary third party fusurahce,
allowing private fnsierers fo xed feeir own premiene levels,

fo % The Governmoni sfionld:

. evulirate the bereflts, costs, risk and other nplications of  privatising
the Qoernsland Frevestmer: Corparaiton (QIC): and

. a8 MIRTER, pefmdl those prbifc seclor rasiscs why gre carrorily
consirained fo frvest prblic superennngiion orly with QFC te invesd
aeriside QFC, ared permit Q00 e compeie for funds monagement onfside
e pyhifc 8eCIor.

6. 1} The Governmeni should rcreove eontestability for the Quernsianid Treasury
Carporittfon (LHFC) by permining all Goversment entities to uxe gffernative
Junding scarces fo PTC.
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