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Context  
 
The Australian Services Union Victorian and Tasmanian Authorities and Services Branch (ASU) represents 
Victoria’s local government workforce. As a union our membership has opposed the implementation of the 
Rate Capping Mechanism from the beginning, due to the risk the model posed to the delivery of quality 
services and of the quality of and conditions of employment in local government. These fears have 
unfortunately been realised, with the Rate Capping Mechanism having both failed to deliver on any promised 
benefits, while at the same time it has driven down wages and employment. 
 
Our submission to this review comprises three parts. Below we have provided answers to the specific 
questions posed by the review. We have further provided two reports prepared at the request of the ASU 
that address various issues with the mechanism -  
 

1. Putting a Cap on Community – Dan Nahum, The Centre for Future Work at the Australia Institute, 
2021 

2. Rate Capping in Victorian Local Government – Professor Brian Dollery, University of New England, 
2021 

 
These reports are provided confidentially, and we request that they not be published online by this review. 
 
These reports, as well as the ASU evidence below, highlight the significant flaws in the Rate Capping 
Mechanism that reinforce the need for its removal. 
 
 
Review Questions 
 

1. Can you please provide us with an overview of your involvement with the Rate Capping 
Mechanism, in terms of when you first became aware of it, and your involvement over time with it?  

 
 
The ASU became aware of the Rate Capping Mechanism as soon as was proposed by the then Victorian 
Opposition in 2014. As the union covering Victoria’s local government workforce our involvement with the 
Mechanism has been through the impact it has had on jobs and wages across Victorian councils, which has 
been wholly negative.  
 
Since the introduction of the mechanism the rate cap has been cited consistently by councils as the basis for 
the need to cut services, outsource jobs, or refuse reasonable wage increases in bargaining. The Essential 
Services Commission itself has reported this year that since the introduction of the rate cap wage average 
salary increases for local government workers have decreased, and in fact dropped below the broader public 
sector wage price index1. While the ESC may view driving down the wages of workers as a positive, we do not.  
 

 
1 Essential Services Commission (2021a) The Outcomes of Rate Capping, second biennial report, 
https://www.esc.vic.gov.au/sites/default/files/documents/lg-outcomes2021-
theoutcomesofratecapping-20210520.pdf. 
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There are more examples than we can count of how the cap has impacted council workers.  
 
As a union we are currently fighting to save the jobs of 6 workers in Wyndham City Council’s facilities 
management team, where the council has explicitly said that they cannot afford to keep them on due to the 
impact of the rate cap. 
 
We’ve also seen multiple local government EBAs that have wage increases tied explicitly to the future rate 
cap, leaving staff unable to predict their pay. The cost of living has risen by 3.8% in just the last 12 months, 
while the rate cap was set at 1.5%. 
 
We’ve also seen a significant rise in user pays fees. ASU members in local laws across the state have reported 
far more pressure to issue fines, and Yarra council just recently voted to charge small businesses $5000 per 
year to access just one car parking space for outdoor dining. They also proposed upping the contribution of 
local sporting clubs to facilities maintenance from 2.3% to 20% of costs, a move only stopped due to a local 
outcry. 
 

2. From your perspective, has the Rate Capping Mechanism contributed to the below policy 
objectives? Why or why not?  

 
Rate Capping Mechanism components and legislation  
Purpose and policy objectives We are interested in understanding how the Rate Capping Mechanism has 
contributed towards the policy objectives identified for the mechanism at its inception. These policy 
objectives were:  
> to put downward pressure on rate increases as council rates are a significant contributor to cost of living  
> to impose financial discipline on councils in utilising their revenue raising authority  
> to facilitate greater transparency and accountability in local government governance  
> to encourage councils to seek efficiencies and generate greater value in meeting the needs and aspirations 
of Victorians  
> to encourage more certainty in the rating system  
 

It is the position of the ASU and our supporting evidence that the mechanism has not achieved any of the 
above aims, and in many cases has done the opposite. Addressing the points above 

a. Looking only at “downward pressure on rates” ignores the broader impact on cost of living of the 
downward pressure the mechanism places on incomes, particularly in regional communities. 
Further, in replacing lost rates income councils have turned to fines or user pays fees for services. 
This point is addressed in more detail in the accompanying report “Putting a Cap on Community”, 
which notes that “the costs of local government service provision have thus shifted towards other 
revenue sources that tend to be less fair, collected without reference to each taxpayer’s ability to 
pay. The mechanism replaces a levy based on wealth with fees that impact most greatly on those 
least able to pay. 

b. The mechanism has not imposed financial discipline on councils. It is not difficult to find recent 
examples of council largesse of the kind the rate cap was brought in to address. It has failed to do 
so. 

c. There is nothing in the design of the rate capping mechanism that encourages transparency. 
Further, in the experience of the union rate capping has driven a rise in outsourcing of local 
government jobs in order to shift risk in council budgets. These positions are not subject to the 
same reporting or legislative requirements as directly employed positions, such as those in the 
Gender Equality Act 2020 or Local Government Act 2020.  

d. The reduction in services and infrastructure improvement that has come about as a result of the 
rate cap harms the ability of local governments in meeting “needs and aspirations of Victorians”. 
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Access to council aged care, childcare, library story time, youth programs etc are vital to the 
needs and aspirations of Victorians, particularly those who are not as well off. This is what the cap 
puts at risk. Further evidence presented in accompanying reports further indicates that the 
mechanism has in fact lowered municipal efficiency 

e. The Rate cap is still only set yearly, so does not provide certainty for council budgets. For 
ratepayers it does not provide certainty because personal rates can still change at levels far 
higher than the set rate cap due to property revaluation. Again, the mechanism does not meet 
this goal. 

 
3. What have been any success factors or barriers to the mechanism’s ability to contribute to these 

policy objectives?  
 
Fundamentally the mechanism is an ill designed policy that is not equipped to meet any of these objectives.  
Rate capping hurts services and infrastructure and does not stop councils from wasting money, or address 
large CEO incomes, and there is no way for any rate capping policy to do so. We do not think community 
members want to see vital services cut or infrastructure not maintained, which is the actual result of this 
system. 
 

4. Do you have ideas for how these policy objectives could be better met?  
 
The ASU believes that the rate cap mechanism should be completely removed, and that is the key message 
that should be taken from this submission. That said, some of the key policy objectives of the mechanism 
could be addressed in other ways. Transparency and accountability, for example, could be improved through 
increased reporting and transparency requirements on councils, including improved data collection on labour 
hire/outsourcing and restrictions on in-camera decision making, which is often used to avoid scrutiny.  
 
Again, while we believe the cap should be scrapped entirely, the inability to accurately budget for the 
medium to long term is a big issue with the cap as structured. Setting the cap for a minimum of three years in 
advance would allow for longer term planning and more certainty in council budgets. This wouldn’t address 
any of the issues raised other than predictability, however. 
 

5. How would you describe the intentional and unintentional impacts in the implementation of the 
Rate Capping Mechanism? 

 
For a fulsome response to this question please see the accompanying report, “Putting a Cap on Community”, 
which details the following unintentional impacts: 
- A reduction in local government service provision 
- Lower staffing levels and lower wage increases 
- Increases in precarious employment 
- Negative impact on infrastructure maintenance 
- Restraint on the ability of local government to plan, employ and deliver 
- Suppression of private sector demand and jobs, due to reduction in inputs and consumer expenditure 

from local government budgets and staff 
 
 
Setting the Rate Cap  

6. Based on section 185 (d) of Part 8A the Act, as shown below, please answer the following 
questions:  
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s. 185D:  
(3) Before making a general Order, the Minister must—  
(a) request advice from the Essential Services Commission for the purposes of adjustment in setting the 
average rate cap; and  
(b) have regard to any advice received from the Essential Services Commission as requested under 
paragraph (a).  
(4) The Essential Services Commission must provide advice to the Minister in accordance with a request 
made under subsection (3)(a).  
(5) A general Order does not have effect in respect of a capped year unless it is published in the 
Government Gazette—  
(a) on or before 31 December in the financial year before the capped year; or  
(b) on or before such other date fixed by the Minister by notice published in the Government Gazette in 
the financial year before the capped year.  
 
 
a. What do you see as the benefits or limitations of the interpretation of the Part 8A of the Local 
Government Act 1989 for setting the rate cap?  

b. What do you see as the benefits or limitations of the implementation of the Part 8A of the Local 
Government Act 1989 for setting the rate cap?  

c. Do you have any comments you would like to share regarding the process by which advice is 
provided by the Essential Services Commission and Victorian Government agencies to the Minister 
for Local Government in the setting of the rate cap?  

 
This is a poorly designed policy and the specifics of how the ESC advise the Minister are beside the point. 
Neither of them should be setting this, it should be local representatives who are duly and democratically 
elected to make these decisions for their communities. 

 
That said, the lack of input or local government expertise in the setting of the cap is egregious. We note the 
possible solution proposed in the accompanying report “Rate Capping in Victorian Local Government” 
suggested the modification of this process to include input from a panel of local government experts.  
 
Components of the Rate Capping Mechanism  
 

7. What do you see as the benefits or limitations of each of the components of the mechanism? These 
components include: a. the base rate:  

 
̶ total land value as at 1 July  
̶ number of rateable properties at 1 July  
̶ rate in the dollar for the future year  
̶ municipal charges for the future year  
b. CPI being chosen as the market-based index.  

 
As a measure of the increase in the cost of consumer goods CPI is a poor measure for local government 
expenditure, which is much more heavily impacted by the cost of wages and of infrastructure construction 
and facility maintenance. While as noted above we advocate for the total removal of this policy, we note that 
the calculation of the cap in NSW is done via a more sophisticated model that at least attempts to properly 
reflect local council expenditure.  
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8. From your perspective, has the Rate Capping Mechanism progressed against the below design principles? 

Why or why not?  
 
 

General administration and processes Similarly, we are interested in understanding how the Rate 
Capping Mechanism has progressed against its intended design principles. These design principles 
were:  
> simple and easily understood;  
> requirements are clear and compliance can be easily determined;  
> minimises administrative burden for councils;  
> can be consistently applied by all councils while having sufficient regard to differences between 
councils;  
> encourages ratepayer and community involvement; and,  
> allows for consideration of key relevant and related factors including municipal circumstances, 
community needs and aspirations, council priorities and operating environment, and Victorian 
Government priorities and policy objectives.  

 
 
It has clearly progressed against these design principles. Take for example the matter of “Victorian 
Government priorities”.  
The Victorian Government has set gender equality as a key policy objective. This is a workforce largely 
comprised of women that have had their wages directly suppressed by this policy.  
This suppression is noted directly by the ESC, who described this outcome as “contributing to the sector’s 
financial stability”. 
The ASU has also heard anecdotal reports that this wage suppression is hurting the professionalism of 
councils because of the poaching of competent staff by the state public service, due to the better wages on 
offer, including for example immunisation nurses and IT staff. 
 
 

9. What have been any success factors or barriers to the mechanism’s ability to progress against these 
design principles?  

 
The mechanism does not allow for consideration of any key factors above, is counter to community needs, is 
not easily understood and sets expectations for ratepayers that could never be met, and does not account for 
differences across councils, particularly as some had much greater funds saved prior to rate cap and therefore 
greater ability to withstand initial impact, it entrenches inequality between councils. This is a particular 
concern for growth area councils and regional councils. 
 

10. Could you comment on your experience with the general administration and processes of the 
mechanism? 
a. Do you have any comments regarding the process by which councils apply to the Essential 

Services Commission for a higher cap?  
b. What, if any, are the barriers to councils applying for a higher cap when they perceive that they 

require this, and how could these barriers be mitigated?  
 

Again, the mechanism should be abolished altogether. That said, a process in which applications for variation 
were made easier would be preferable to the current system. As Professor Brian Dollery has highlighted in 
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“Rate Capping in Victorian Local Government” the cost and administrative burden of applying for a variation 
is a key issue. Our understanding is that councils who've applied for variations have in some cases been 
locked into severe 10-year financial plans that further left them unable to release additional funds or plan 
effectively into the future as they would like to/is required. This certainly does not reduce the administrative 
burden, or support community needs or council priorities. If this process is to exist, it should be eased so as to 
automatically grant these applications unless there are compelling grounds to the contrary.  

11. Do you think the mechanism has affected the administrative burden for councils in setting their 
rates? Why or why not? If you think it has, how could any affects be minimised?  

 
While the question of specific council budgets is best left for councils, we note the evidence above and in 
accompanying reports regarding the significant administrative burden and the lack of efficiency resulting from 
the mechanism  
 

12. Do you have any other comments you would like to share as part of this review?  
 
Rate Capping will not ever meet the stated policy objectives because it is not designed to do so, it was 
implemented as a knee jerk policy response that was fundamentally dismissive of the importance of local 
government.  
 
It kills jobs  and is bad for communities – particularly the more vulnerable members who rely on council 
services. It has no redeeming features and should be scrapped.  
 
 
 


