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Summary

The independence of Local Government is integral in the management of local communities and the
delivery and maintenance of key infrastructure across Victoria. While Professionals Australia
supports transparency and accountability in Council expenditure, it is our position that rate capping
will not positively contribute to better Local Government, and will likely exacerbate the already
growing backlog of infrastructure projects in Local Government.

Professionals Australia is therefore firmly opposed to the proposed cap on Local Government

Rates.

We believe the existing framework — without rate capping - is a much more appropriate basis for
providing strong and effective Local Government.

Our major arguments are as follows:

1.

The independence of Local Government is integral to the management of local communities
and their infrastructure needs. Independence allows Local Governments to better respond
to the needs of their community.

Local Governments require the opportunity to apply the Principles of Best Value, as
legislated by the former Labor Government. Rate capping will undermine the ability for Local
Government to deliver on these requirements.

Previous attempts to cap rates in Victoria - under the Kennett Government - and in other
states have led to inadequate maintenance of existing infrastructure and serious backlogs in
infrastructure delivery, such as those in NSW.

Rate capping creates incentives for reduced transparency in Local Government and
threatens the capacity of Councils to employ skilled staff.

Capping rate rises to CPI is both inadequate to cover rising costs of Local Government, and
fails to account for the diverse needs of different communities. Arbitrary caps, without
proper consideration of each individual Council’s infrastructure needs and capacity to pay
are detrimental to the quality of Local Government.

If rate capping is enacted, at a minimum any cap must be adequate to cover each Council’'s
infrastructure needs and must take into account the differing requirements of different
councils. Professionals Australia opposes a flat cap on rates in line with CPI.

Proposed variation frameworks do not provide adequate scope for Local Government to
increase rates, even when necessary and beneficial for the community. On the contrary, the
cost, bureaucracy, time, and political implications discourage Local Governments from acting
in the best interests of their communities.

If variation is required, it should not impose any undue administrative, political or cost
burden on councils.

The empowering of Local Government as an informed purchaser should be the primary goal
in ensuring efficient spending and reducing waste.



Introduction

In January 2015, The Victorian Government released terms of reference for the consideration of the
Essential Services Commission in developing a framework for the capping of Council rates across
Victoria.

The terms of reference requested that the Essential Services Commission assess the effects of rate
capping, with particular reference to the following points:

1. Available evidence on the magnitude and impact of successive above-CPI rate increases by
Victorian Councils on ratepayers.

2. Implementation of the Government’s commitment to cap annual Council rate increases at
the Consumer Price Index (CPI) with Councils to justify any proposed increases beyond the
cap, including advice on the base to which the cap should apply (e.g. whether to rates or to
general income).

3. Any refinements to the nature and application of the cap that could better meet the
Government’s objectives.

4. Options for the rate capping framework should be simple to understand and administer, and
be tailored to the needs of the highly diverse local government sector. The framework
should take into account factors that may impact on local governments’ short and longer
term financial outlook.

5. Consider how local governments should continue to manage their overall finances on a
sustainable basis, including any additional ongoing monitoring of Council service and
financial performance to ensure that any deterioration in the level, quality or sustainability
of services and infrastructure and Councils’ financial position is identified and addressed
promptly.

6. The processes and guidance to best give effect to the recommended approach for the rates
capping framework and a practical timetable for implementation.

7. Options for ongoing funding to administer the rate capping framework, including the
potential for cost recovery.

On 17 April 2015, the Essential Services Commission released a consultation paper for comment.
Professionals Australia provides this submission in response to the consultation paper.

Background

Professionals Australia is the trading name of the Association of Professionals Engineers, Scientists
and Managers, Australia (APESMA). Professionals Australia is a registered organisation of employees
under the Fair Work (Registered Organisations) Act 2009.

Professionals Australia represents over 24,000 professionals, including over 1700 professional
engineers working in Local Government. We welcome the opportunity to provide a submission in
response to the consultation paper released by the Essential Services Commission (ESC).

Professionals Australia’s submission will concentrate on matters in the consultation paper that affect
professional employees within Local Government, and matters concerning the adequacy of
infrastructure funding within Local Government.



The role of Local Government

Professionals Australia holds the view that rate capping of Local Government in Victoria will
prevent Councils from efficiently administering their local community.

The primary goal of Local Government is the provision of good governance to the local community.
In doing so, the Council is answerable to their electorate for any decisions regarding the provision of
services, the delivery and maintenance of infrastructure, and the collection and use of financial
resources. The independence of Local Government is critical in the management of the local
community. Rate capping will arguably put at risk the relationship between the Council and the
community, hindering Local Government’s ability to fulfil its role. Councils will now have an
additional layer of accountability — the Essential Services Commission — beyond the citizens that
elected them.

The Local Government Act 1989 confirms the role of Council in “planning for and providing services
and facilities for the local community” and “providing and maintaining community infrastructure in
the municipal district”. To enable Councils to effectively carry out this these roles, the law provides
Local Government with the responsibility of “raising revenue to enable the Council to perform its
functions”.

The 2013-14 Audit of Local Government?, conducted by the Victorian Auditor General’s Office,
makes specific mention of some Councils facing significant challenges in maintaining existing assets
and developing new infrastructure. The report also notes challenges faced by local Councils in
delivering high quality services to their local communities. Rate capping will exacerbate this
problem, making it more difficult for Local Government to meet the needs of their communities. As
a result, Local Governments will have the responsibility to adequately represent their community,
without the financial resources to do so under all circumstances.

Principles of Best Value

Professionals Australia strongly believes that the current Principles of Best Value provide the
optimal level of regulation for Local Government in ensuring efficient management of community
services and infrastructure.

The Local Government (Best Value Principles) Act 1999, provides a firm framework by which Councils
can manage their expenditure, to ensure the best value for their local community. The law,
legislated by the former Labor Government established the following principles:

1

http://www.legislation.vic.gov.au/Domino/Web Notes/LDMS/LTObject Store/LTObjSt6.nsf/DDE300B846EED9
C7CA257616000A3571/32807739DAFB424ACA2578DB001B8014/$FILE/89-11aa109A%20authorised.pdf

Local Government Act 1989

2VAGO - Local Government: Results of the 2013-14 Audits

http://www.audit.vic.gov.au/reports_and publications/latest reports/2014-15/20150226-local-

government.aspx
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All services must meet quality and cost standards.

All services must be responsive to community needs.

Each Council service must be accessible to those for whom it is intended.

A Council must achieve continuous improvement in its provision of services.

A Council must develop a program of regular consultation with its community
regarding the services it provides.

6. A Council must report regularly to its community on its achievements in relation to first
five principles.

o~ whdPE

Professionals Australia believes that these standards effectively cater for the needs of the
community, and their rigorous application ensures an efficient government and efficient spending.
This view is supported by the Productivity Commission®, which has found that the rigorous
application of a set of principles can lead to more efficient government. Rate capping will
unavoidably hinder the ability of Councils to deliver on the above Principles of Best Value, essentially
replacing them with flawed principles of low cost. The following consequences of rate capping will
tangibly reduce Local Government’s ability to meet legislative requirements:

= Cost standards will now outweigh quality and value requirements.

= Acap on rates will make revenue less responsive to community needs.

= Continuous improvement in the provision of services is not possible if revenue growth
lags behind cost increases.

= Councils will now be answerable to the ESC, rather than the community for major
expenditure decisions.

Empowering local decision making

Professionals Australia supports the empowerment of Local Government, rather than taking key
decision making capacities away from local Councils.

One of the key functions of Local Government is the management of infrastructure. Professionals
Australia believes that Councils should have the capacity to make informed decisions about how best
to manage their existing infrastructure assets and how to develop their infrastructure in the best
interests of the community.

In order to best manage community infrastructure needs, Councils should be informed purchasers.
In order to be informed purchasers, Councils must ensure that their engineering staff have the skills
and competencies to meet the needs of the Council and the local community. Professionals Australia
supports the requirement for a strong level of competent in-house engineering within Local
Government as this would provide greater efficiency for Councils internally — through greater
expertise in project delivery and infrastructure management — and externally, when dealing with the
private sector. Councils should also maintain adequate in-house expertise to critically analyse

® Productivity Commission 2008, Assessing Local Government Revenue Raising Capacity, Research Report,
Canberra.



infrastructure spending prior to engaging the private sector, enabling them to prioritise areas of Best
Value.

It is also important that Councils are in the best position to provide essential services to their
community. Professionals Australia defines essential services as those, which if not properly
managed, would pose a significant risk to the community in terms of safety and amenity. As a result,
Professionals Australia regards the management of infrastructure, maintenance and capital
expenditure as essential services for local communities. Therefore, rate capping seriously threatens
the provision of essential services in local communities as it is integral the rates are allowed to rise
adequately to cater for the upkeep and ongoing improvement of infrastructure. Greater
empowerment of Councils as informed purchasers would ensure the efficient provision of essential
services, minimising waste while catering for the changing needs of the community.

Professionals Australia is aware of many recent cases where the cost of infrastructure projects have
blown out due to external bodies not completing projects to an acceptable or safe standard. One
example occurred when a Council in metropolitan Melbourne was working to resolve significant
flooding problems. The Council did not directly approach the engineers to resolve the issue until
after the project was completed. At this point the engineers identified a significant error in the
project and subsequently allocated the time necessary to resolve the issue for the community. In
this instance, as in most across the sector, costs were unnecessarily increased due to the
unsatisfactory work undertaken by the contractor.

While the above example falls at the larger end of the scale, there are also many smaller projects
that Professionals Australia could highlight. Another such example occurred when contractors at a
project in metropolitan Melbourne failed to consult with the engineers prior to

implementation. The result being that the project did not incorporate the appropriate drainage and
the in-house engineers were required to undertake work to rectify the error. Professionals Australia
seeks to highlight that through ensuring the maintenance of a strong level of in-house engineering,
and maintaining an in-house process for review, efficiencies can be gained and needless cost blow-
outs can be avoided.

Rate capping and inefficiency
Professionals Australia rejects the notion that rates capping will improve the efficiency of Councils.

The Productivity Commission stated in their research report* into local government that regulation
of rates that:
“might prevent local governments from providing these services and subsidies at the levels
preferred by their communities (that is, levels for which the community would otherwise be
willing to pay through rates)”.

These findings tell us that rate capping will likely have unintended consequences and will not
improve the efficiency of Council spending. Ultimately rate capping will not provide the best
outcomes for local communities as it is likely to restrain rate rises and spending on services and

4 Productivity Commission 2008, Assessing Local Government Revenue Raising Capacity, Research Report,
Canberra.
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infrastructure that communities would ultimately support. This is likely to exacerbate the current
infrastructure backlog, and contribute to the further decline of existing infrastructure assets.

Professionals Australia also disagrees with the idea that rate capping will improve the
transparency and accountability of Local Government.

We believe that there is significant scope for the opposite to occur, as Councils seek to slash
operating costs. Rate capping is likely to push many Councils to reduce their in-house staffing in
many roles, in favour of outsourced staff on a project-by-project basis. This will make Councils less
transparent, as Councils are likely to report more project based costs, with little detail as to what is
comprised in the cost. This issue is compounded by the inefficiency of an environment of
contracting, which is prone to cost blow-outs and waste. Additionally, real costs of the contract do
not include in-house costs incurred when contracts do not meet Council’s expectations or
requirement and in-house resources are required to ameliorate the deficiency. According to a recent
report by Deloitte Access Economics®, the average cost overrun for infrastructure projects is 6.5%,
while the level is much higher for major projects costing over $1.0 billion, where the average
overrun is 12.7%. Greater engineering knowledge throughout the process - from accurate scoping of
projects to final delivery — would avoid significant waste in Local Government.

Ultimately, rate capping represents an ineffective method of seeking to improve Council efficiency,
and may even reduce the overall value for money that Councils derive from ratepayers’ funds. The
current system of “Best Value”, combined with enhancing the in-house engineering expertise of
Councils, represent a much more appropriate method of providing value to communities.

Rate capping is not a new policy, and has been in place across NSW since the 1970s. It is important
to note that NSW suffers from one of the largest infrastructure backlogs in the country. A recent
investigation into rate pegging in NSW® noted that:

“the magnitude of this backlog is so substantial that it is now beyond the present capacity of
any Australian local government system to remedy without outside financial intervention.”

While the entirety of this backlog cannot be attributed solely to rate pegging in NSW, the inability of
councils to raise rates when needed has undoubtedly contributed to this problem. Similar issues
occurred in Victoria, when the Kennett Government imposed rate capping in the early 1990s. The
subsequent Labor Government quickly repealed rate capping, with studies showing that all councils
had significant infrastructure backlogs’. A reintroduction of rate capping poses a significant threat to
the ongoing maintenance of community infrastructure.

> http://www2.deloitte.com/au/en/pages/economics/articles/major-infrastructure-projects.html

6 Dollery, Brian; Wijeweera, Albert --- "An assessment of rate-pegging in New South Wales local government"
[2010] ComlJlLocGov 2; (2010) 1(6) Commonwealth Journal of Local Governance 56

7 Victoria. Department of Infrastructure. & AMQ International. & Skilmar Systems. & Jeff Roorda and
Associates. (1998). Facing the renewal challenge: Victorian local government infrastructure study. Melbourne
: Department of Infrastructure
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CPI as a basis of increase

Professionals Australia is opposed to the use of CPI as a basis of rate capping on Local Government
in Victoria.

Professionals Australia believes that CPI is an inadequate basis for rate increases, if a rate cap is to
be introduced. The arbitrary selection of CPI as a basis for increase gives no consideration to the
diverse and changing needs of local communities and provides inadequate flexibility for Councils to
be responsive to their communities. If rate caps are imposed, they must at a minimum take into
account the needs of each Council, particular with regards to infrastructure maintenance and
development. The current Labor Government of Victoria has objected to limits on operating
expenditure at a State level in the Victorian Budget 2015-16° labelling near CPI increases as
unsustainable to deliver necessary projects and services. Limitations on rate increases at Local
Government level are equally unsustainable, and it would not be responsible for the regulator to
impose unsustainable funding caps on any level of government.

Infrastructure planning, maintenance and development are primary roles of Local Government, as
infrastructure is an essential service for local communities. Rates must be allowed to rise
appropriately to allow these roles to be carried out effectively. The inefficient management of
infrastructure can lead to vast backlogs, neglect of existing infrastructure and substantial reductions
in the useful life of existing infrastructure. This may ultimately increase the cost of meeting local
infrastructure needs in the longer-term.

Asset management is essential to avoid waste. It is highly likely inadequate revenue will lead to a
reduction in asset management because the lack of maintenance rarely has an immediate impact.
However the reduction is maintenance will lead to increase costs of asset replacement at a
significant multiple compared to prudent maintenance expenditure.

Therefore, each individual Council’s rates must take into account the following:

e The current infrastructure base across the Council.

e The expected useful life of existing infrastructure.

o The existing infrastructure backlog and plans for priority projects.

e Expected maintenance and upkeep costs of infrastructure.

e Expected costs to meet the new infrastructure needs of the local community.

These criteria mean that no cap would be appropriate across all Councils due to the diverse range of
needs, diverse revenue bases and widely differing infrastructure needs. Professionals Australia
believes that the ESC requires a full understanding of all of the above criteria before considering any
arbitrary rate capping of Local Government.

While Professionals Australia acknowledges the differing needs of Councils, the issue is particularly
problematic when looking at the different Council groups (metro, interface, regional centres, large
rural and small rural).

8 http://www.dtf.vic.gov.au/State-Budget/2015-16-State-Budget/Budget-Overview
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e Metro Councils typically manage mature infrastructure networks, with the support of a large
rate base. The provision of services and maintenance of complex infrastructure networks are
likely to suffer under rate capping®.

o The needs of interface Councils face costs of infrastructure expansion in order to cater for
the growing urban sprawl!™. Infrastructure in these Councils needs to move ahead of the
population to encourage expansion. Professionals Australia recognises the efforts of the
current Labor Government to provide some aid to these Councils through the Interface
Council Infrastructure Fund. However, this fund does not make up for the much more
significant loss of revenue that will occur over the longer term through rate capping.

o Rural Councils, both small and large, are required to manage infrastructure across a much
larger geographical area, with a much smaller rate base. This issue is exemplified by West
Wimmera Council, which has campaigned for State Government assistance for road funding.
The Council already contributes the largest share of its revenue to roads of any Council, and
still requires an additional $46.0 million to bring their network up to modern standards™.

Any rate capping — particularly to CPI — would not account for the vastly different needs of
Council groups, and would in all likelihood boost inequity between Councils and exacerbate
existing problems with infrastructure delivery. Additionally, rate capping is likely to shift costs to
other levels of government when infrastructure investment is required.

Issues with variation

Professionals Australia considers that the proposed framework for variation poses a significant
burden on Councils, and does not adequately cater for additional rate rises, even where
demonstrably necessary.

If rate caps are introduced, the proposed system of variation does not adequately enable Councils to
effectively govern their local community. Professionals Australia does not accept the notion of
essentially raising a referendum on any rate rise, even where clearly beneficial to the community.
The cost and political difficulty in putting any rate rise directly to the community will make effective
government more difficult. While Councils will be able to apply for variation, the process adds
another level of bureaucracy for Councils in applying for rate rises. This will come at an additional
cost as Councils may choose to pay external contractors to assist with submissions due to a lack of
internal skills. The difficulty of the process and the additional cost may cause some Councils to avoid
requesting variation, even where appropriate and in the best interests of the community. This is
likely to lead to the neglect of infrastructure and further backlogs in new infrastructure delivery.

The presence of rate caps also undermines the independence of Councils, suggesting to the
community that Councils may not be acting in their best interests. As a result, any efforts to apply
for variation - even where appropriate - are likely to be seen as a “money grab” or an unfair attempt
to raise rates when other Councils are not doing the same. This provides negative incentives for
Councils to look after the best interests of the community. Again, there is no incentive for Councils

® http://www.heraldsun.com.au/leader/inner-east/boroondara-joins-in-the-council-chorus-against-rate-
caps/story-fngnvlpt-1226927081067

% http://www.heraldsun.com.au/leader/west/melton-council-anger-over-labor-plan-to-cap-council-rates-at-
inflation/story-fngnvmj7-1227159414027

u http://www.mailtimes.com.au/story/2574041/west-wimmera-in-state-government-plea-fix-our-roads/
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to properly manage infrastructure. Instead it would be politically difficult to provide responsible
government.

The variation process in NSW demonstrates the additional bureaucratic burden that will be placed
on councils. The process is long and potentially costly, with IPART noting that councils needs to be
preparing for any variation request at least one year in advance. The process may require councils to
pay private sector employees for advice or audits. Additionally, the process requires an assessment
of all areas of spending, not just new items or large infrastructure spending. Ultimately, the long and
arduous process provides further incentive for Councils to avoid raising rates, even where beneficial
to the community.

Professionals Australia agrees that it is reasonable that Councils have a coherent plan to use the
additional funds, and that budget should go through normal community consultation processes.
However, any variation framework must not impose any undue administrative or political burden on
councils. In addition, the ESC should consider ways to ensure that the process is fast and economical
for Councils, to allow them to quickly get on with their primary role of governing their local
community, with some assurance of their revenue base going forward.

Impact on the community

Professionals Australia believes that the consultation paper does not adequately address or
consider the possible negative impact on communities.

Rate capping poses a major threat to the proper management and investment in infrastructure.
With this in mind, it is important to consider the impact on the community if infrastructure is
managed poorly, through underinvestment or neglect.

o Threat to public health safety if key infrastructure is not maintained.

e Growing congestion if roads do not adapt to meet growing needs of the community.

e Greater future cost of replacement if poor maintenance reduces the useful life of
infrastructure.

e Growing backlog of infrastructure needs if Council cannot even afford to maintain existing
infrastructure.

e Increasing burden on future generations to foot the bill for infrastructure repair and
replacement if current rates are not allowed to rise.

¢ Unfair punishment on Councils that have already significantly improved efficiency through
“Principles of Better Value”. These proactive, well-managed Councils have fewer savings
available through improving efficiency and will be more affected by rate capping.

Arbitrarily capping rates to CPI, without any critical assessment of the infrastructure needs of local
Councils would be irresponsible. Before considering any regulation of rate rises, a detailed
assessment of current infrastructure, determined useful life, maintenance needs, upgrade needs and
new infrastructure needs must be completed.

Such an evaluation would put Councils in a better position to understand the costs that they should
be expecting going forward, in order to maintain and develop essential infrastructure across their
local communities. Any such evaluation would also need to address the engineering workforce skills
and capabilities required to maintain and develop community infrastructure.
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Professionals Australia recommends that Councils devise a comprehensive 5-10 year Asset
Development and Maintenance Plan. This plan will enable Councils to demonstrate that they are
reducing the gap and backlog of renewal projects to ensure sustainability of Council assets. These
considerations should come well before any consideration of rate capping, as rates must be allowed
to rise adequately to cater for the differing infrastructure and service needs of each local
community.

If Government wishes to have rate capping, it is essential Government commits to fund the essential
projects and maintenance provided in the plans. That is, fund the gap through grants. These plans
could be provided to the proposed Infrastructure Victoria to assess, with the assistance of a Local
government advisory group. The proposed Project Victoria should audit the capacity of Councils to
deliver these projects and maintain assets, with the assistance of local government experts. Best
practice approaches can be developed to formalise this process. This will create efficiency and
savings, and fits with current government policy.

Improving efficiency and minimising waste

Professionals Australia recognises that efforts to enhance the position of Local Government as an
informed purchaser produce the best outcomes for Council efficiency.

Strengthening the efficiency of Local Government is not about price signals. In reality, price is a dull
weapon against inefficiency, and often results in cuts occurring in the wrong areas. Professionals
Australia is particularly concerned that rate cuts would encourage Local Councils to cut spending
where it is easiest to do so, not where it is most beneficial to the community. Infrastructure is a
prime target for cost cutting, as cuts to services are more immediately noticeable to the community,
and therefore less politically viable.

Instead of arbitrarily capping rates, policy should address areas of wastage among Local Councils.
This should include thorough consideration of the following:

o Local Government should be empowered as an informed decision maker. This would allow
Councils to better allocate funding, reduce inefficient expenditure, target spending where
“Best Value” lies, and minimise the need for outsourcing.

e Improve the engineering capacity of local Councils. This will enhance the ability of Councils
to deliver some basic infrastructure projects internally and retain necessary expertise. This
will also minimise the double handling of projects, when local Councils have to re-work or
re-do private sector work that fails to meet Council needs and health and safety
requirements.

e Workforce development plans should be established to attract, develop and retain skilled
engineers. This would ensure that Local Governments maintain their capacity as informed
purchasers to deliver best value for the community.

¢ Minimise hidden expenditure costs through the employment of qualified staff. OQutsourcing
typically results in project-based expenditure costs. Project costs typically lump all costs
together into the total figure required to deliver a project. In doing so, the transparency of
each aspect to infrastructure delivery is lost.

11



Cost cutting should not be the objective, particularly where there is no evidence of irresponsible
expenditure within Local Government. Policy should target the efficient use of rate-payers’ funds.
Professionals Australia argues that the current model of rate rises and the Principles of Best Value
are most appropriate in addressing community needs. The empowerment of Local Governments as
informed purchasers would enhance efficiency at Council level.

Informed decision making

Professionals Australia contends that if efficient spending in Local Government is to be maintained
—regardless of the outcome of rate capping — minimum thresholds for engineering skills within
Local Government are required.

Without a sound base of engineering skill, local Councils lack the foundations to best assess
infrastructure needs, determine required investment and prioritise developments. Maximising
engineering knowledge within local government would enable Local Government to act as an
informed purchaser, enhancing spending efficiency and minimising wastage. Greater empowerment
of Local Government as an informed purchaser can be assisted through the following:

¢ Minimum thresholds for engineering in Local Government and a workforce development
plan.

o The establishment of 5-10 year Asset Development and Maintenance Plans, to be regularly
updated and monitored by in-house engineering staff.

o Comprehensive internal approval processes for infrastructure works, necessitating a high
level of internal engineering expertise. This ensures that internal decisions are made and
implemented according to regulatory requirements and are consistent with Council’s 5-10
year Asset Development and Maintenance Plan.

e Ensuring that an engineering voice is a major part of the assessment of expenditure. This will
provide a better understanding as to whether proposed expenditure meets the “Principles
of Best Value”.

e Professionals Australia strongly recommends that each Council introduce or reintroduce a
Chief Engineer. This step would ensure each Council remains an informed purchaser, with
oversight of engineering undertaken by a senior and professional engineer with specific
experience in Local Government.

e Plans should be provided to the proposed Infrastructure Victoria to assess, with the
assistance of a Local government advisory group.

e The proposed Project Victoria should audit the capacity of Councils to deliver these projects
and maintain assets, with the assistance of local government experts. Best practice
approaches can be developed. This will create efficiency and savings, and fits with current
government policy.

Areas not addressed by the ESC

Professionals Australia holds the view that the current consultation paper on rate capping as it
relates to the principles underpinning the proposed policy, does not address the following;

12



The need to be an informed purchaser, with adequate expert internal advice within each
Council.

Whether rate capping is an effective or optimal method of ensuring efficiency within Local
Government.

The future expected costs facing local Councils, both to maintain current infrastructure and
to make responsible investment in new infrastructure projects.

The potential negative impacts on communities that may result from rate capping,
particularly with regards to aging infrastructure assets and investment for the future.

The impact on jobs, including work for second and third tier construction companies.

The potential health and safety consequences of underinvestment in infrastructure.

While we have provided some detail as to our opinion in these matters, Professionals Australia
believes that no alteration to the funding structure of Local Government should occur without a
thorough investigation of the above areas.

Recommendations

Professionals Australia is strongly opposed to the proposed capping of Council rates, and makes the
following recommendations to the ESC regarding the proposed changes:

1.

13

Each Council should conduct a comprehensive audit of current infrastructure, as this must
be considered prior to imposing caps on council rates.

Each Council should maintain a 5-10 year Asset Development and Maintenance Plan to fully
understand the revenue required to maintain and develop infrastructure. These plans
should be submitted to the soon to be formed Project Victoria for evaluation.

The proposed rate caps should not proceed. Instead the Principles of Best Value should be
used to guide efficiency.

If rate capping is imposed, there should be no flat rate of capping as this does not account
for the diverse needs of different communities. Caps should be adequate to cater for each
individual Council’s needs, particularly with regards to infrastructure maintenance and
development.

Any variation framework should not be inflict any unnecessary administrative, political or
cost burden on Councils. The process should be fast to ensure that Councils have the ability
to plan future policies.

A minimum threshold of engineering skill should be required within each Council, to enable
Local Government to act as an informed purchaser and avoid waste. This should ensure that
workforce planning meets the ongoing needs of the Council and the community. The newly
formed Project Victoria should audit capacity to deliver projects and maintain assets and
develop best practice approaches.

Each Council should introduce a Chief Engineer, with significant experience in Local
Government.

The ESC should conduct a comprehensive risk assessment concerning the negative impact of
underinvestment in infrastructure and the capacity for rate capping to exacerbate this
problem.



Conclusion

Professionals Australia is pleased to respond to the consultation paper, released by the Essential
Services Commission, regarding the proposed capping of council rates in Victoria.

The concerns and recommendations that we have addressed in this response are based on our
significant industry knowledge, the knowledge and opinion of our vast network of members, and
substantial research and fact regarding rate capping and the potential outcomes for local
communities. We urge the ESC to give serious consideration to the information provided in this
submission.

Ultimately, it is the position of Professionals Australia that rate capping will provide no significant
benefit to local communities and will not contribute to better or more efficient government. On the
contrary, it is our opinion that there are numerous negative consequences that may result from the
arbitrary capping of council rates.

To be constructive, Professionals Australia is preparing a separate report to government. The
purpose of the report is to highlight how Engineers in Local Government can assist the State
Government to deliver on its policy initiatives relating to: jobs, delivery of key infrastructure, better
management, and greater efficiency.

The challenges being faced by local government in Victoria need to be addressed to ensure effective
project delivery and asset management is achieved, and to minimising the waste that is occurring
across all governments due to insufficient skills and the skills gap.

We welcome any further requests for clarification or information regarding this submission.
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Attachments

e LGEA submission to the Local Government Act Review Taskforce

e LGEA response to the Independent Local Government Review Panel’s Final Paper
“Revitalising Local Government” and the Local Government Act Review Taskforce
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1.2

1.3

1.4

1.5

INTRODUCTION

The Local Government Engineers’ Association of New South Wales
(LGEA) 15 a registered industrial ormanisation representing profassional
angineers, engineerng staff, and related professionals in Local
Government in New South Wales,

The LGEA ig a division of the Assoclation of Professional Engineers,
Scientists and Managers, Australia (APESMA), a registered industrial
organisation of employees, with approximately 25 000 members,

The LGEA walcomes the invitation of the Local Government Act Review
Taskforce ('the Taskforce”) to comment on s “Preliminary ldeas Paper”
released October 2012, Our wiitten comments are designed to expand
upon those matlers which were discussed with the Taskforce at our
meeling on 23 October 2012,

LGEA members are directly responsible for the planning, design,
construction and mainenance of council assets and infrastructure
including roads and foolpaths, parks and gardens, community buildings
and amenities and water and sewerage assels owned and operated by
local government authorities.

Given the nature of the Association and the posilions occupied by our
mambers within the industry, the LGEA believes that we are well placed to
provide comment on the Council Staffing arangements within the cument
Local Government Act. We have chosen {o limil our submissions o thoses
aspects which deal with the employment of staff (including senior staff)
within the industry at this ime as we are aware that members are making

broader submissions through their own emploving councils,
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2.3

2.4
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SUMMARY

Thi arangemeanis dealing with the employment of staff 1o assist councils
to exercise their functions are set out at Chapter 11 of the current Act.

The introduction to Chapter 11 suggests thal a “council shouwld have
sufficlent and appropriately qualified staff for the efficient and effective
management of ifg organisshion”. Beyond that there is no dirsction or
requirement within the Act as o the sorts of qualifications councils should

ansure that they have within their workforce.

The LGEA submits that given the massive infrastruciure backlog that is
currently fased by the industry it is not appropriate for the Act to remain
silent an tha issue of qualifications and that direction does need to be
provided 1o councils to ensure that they employ appropriately qualified
engineers al a senior level so thal councils maintgin a focus on
infrastruciure defivery and maintenance.

In the first part of our submission we call for the reinserion of the
requirement that councils employ qualified engineers in all positions that
have “principle oversight” of asset construction and maintenance as found
at section 90 of the 1919 Local Government Act.

In the remalnder of cur submission we deal with the other employment-
refated provisions of the cument Act. On many of those matters we share
the: views expressed by Mr lan Robertson, Secretary, of the Development
and Envirenmantal Frofessionale Association (depa) at our mesating with
the Taskforce on 23 October 2012,
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3.2

3.3

3.3

Re-insertion of Engineer Qualification Requirements within the Act

It is widely recognised that local government in NSW needs to change if il
s to deliver batter infrastructure and services 10 the community of NSW.
In its report, “Belter, Stronger Local Government — the Case for
Sustainable Change”, releasad in November 2012, the Independent Local
Government Review Panel goes =0 far as to suggesl thal “fackiing
infrastructure needs and backlogs warranis the highest prionty”. (page 4)

The Panel goes on to suggest that the extent of the backlog is estimated
to be about $4.5 billlon and that tackling it will “require continued afforts fo
make mare eficient usae of available resources”, and that, “the underlying
issues of local government revenues and the limited fechnical capacity of
many smaller colncils mous! also be addressed. ”

Further, al page 21 of its report the Panel notes thal “skilis shorfages are
of growing concern throughou! local government.”

These findings are consistent with the LGEA's own research into the
engineering skills shortage and the infrastructure backlog in NSW local
government,

In a report commissioned by the LGEA in 2012 it was found that:

o« i local government the skills shorage is exacerbaled for reasons
such as' ramote locstion, employer size, budgelary constraints,
inabilily fo offer & competitive salary, declining quality of working

congifions, management affiiude and fow perceplions of career

progpects, " and
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3.6

= “In some cases vp fo 30% of professionzl engineering positions are
ocoupied by non-professionals,” and

s “Mosl locs! councils use enginesring consulfancies” to address any
gkill gaps existing within the organisation structure.

A copy of the report 15 altached to this submission for the Taskforce's

Favienw,

While it is not practical to resolve all of the issucs related to the
infrastructure backlog within the review of the Local Government Act, the
LGEA submits that it possible to make amendmants that at leasi help to
address the issue of the limited technical cepacity of councils and the
inefficient use of costly engineering consultants to bridge skill gaps which
@xist within council organisation structures.

In order lo overcome barriers o efficient asset management the LGEA
submits that the requirement thail councils employ appropriately qualified
professional engineers in all positions that are responsible for the principle
oversight of asset construction and management as included in the 1819

Local Government Act be reinzerted in an appropriate form.

The 1919 Act included the following arrangements;

Section 90 {1} Every shire council shall appoint an engineer who
shall hold a certificate as prescribed.

Secfion 90 (2) Where, after the commencement of this Act, a
vacancy occurs In any municipality in the position
of the servant having the principle oversight of
the work of road construction and

maintenance....the council shall....appoint an
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engineer who shall hofd a certificate as
prescribed.

To give appropriate weight to the provisions, section 93 (1) of the Act
provided power to the Minister o require a council that has faled to
appoint a cerificated engineer to appoint one in a reasonable period of
time, and section 93 (2} provided the Governor with the power to appoint
an engineer if the council continwed to fail to do so.

Finally, section 205 (1) (c) of the 1819 Act enabled the Minister to
withhold payment of endowments and main road grants of a council which
negiects to appoint a cenified enginear In accordanca with saction 90.

The LGEA submits that requiring councils to appoint a Chief Engineer will
assisl greatly with the efficient delivery of asset managament to the local
communitias in a number of ways including:

« |t will help councils to betler develop project scope documents (the
fundamental objectives of projects) which will in tum assist to avoid /
minimise cost overruns, defayed completion and confractual disputes,

s Elected councillors will be able to obtain better advice in relation to
infrastructure projects thal are being submitted for their consideration
by senior inanagement representatives thereby a=sisting them to make
belter informed decizions in relation o the spending and use of

COMIMURLY resources.

« As well as ultimatety bearing the cosls of projects being delivered |ate
and over budget there are also serous risks o public safety fos
councils that lack engineerng capacity at senior levels within their

arganisation structure. The consequences of engineering Fallure



resulting from the poor scoplng or design of projects can be
devastating.  Appropriately qualified and expenenced engineers
emploved in senior positions are vitel o ensuring that an adeguate
focus remalns on assel management so that tragedies such as those
that have been seen n local government and other industries are
avoidead.

3.1¢ The LGEA =cknowledges that requiring councils to employ &n

Lk

1

appropriately gualified sngineer to have principal oversight of asset
construction and maintenance will not in all cases be cost neutral for
councils. Howewver, the LGEA submits that any short-term costs will be
outweighed by savings arising from the more efficient delivery of asset
management and maintenance that the [ift in engineerng capacity will
realise for those organisations.

Proposed New Section for Act

The LGEA submils that & new section requiring councils to emplay @ Chief
Engineer should be insarted within the new Local Government Act, A
suggested provision is:

section XX Appointment of a Chief Engineer
{1} A council must appoint a person to be its Chief Enginear.
{2} The Chief Engineer is responsible for the principal oversight of

the management of council’s assets and infrastructure

programme,

{3} The Chief Englneer position shall he a senior staff position.
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(4} The Chief Engineer must hold such a qualification that meets the
requirements to be admitted as a graduate member of Engineers
Australia.

{5} The Chief Engineer is subject to the direction of the general

Manager.

Comment on Other Employment Related Sections of the Act

Set out below are our comments in relation to those provisions of the
surrant Act where we see 2 need for change., If we have not provided a
comment an a particular section we ars satisfied that the existing provision

is working satisfactorily,

Section 333 - Re-determination of structure

The current requirement that councils re-determine their organisation
structures within 12 months after any ordinary election of the council is in
our view unnecessary and often a waste of council resources. Insiead we
propose that the current section be amended fo provide that organisation
structures must be re-defermined during each term of the elected

councl,

Section 338 - Senior Staff Contracts

The LGEA calls for the removal of the requirement for senfor staff o be
appointed o fixed term contracts,

The Act provides that senlor staff may be employved under a contract
which is;
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» performance based,
¢ for afixed term of no more than & yvears, and
» 2 model contract approved by the Director General of Local

Govarnmeant.

The model contract allows an employer to terminate the employment of &

senior staff member

= |

in circumstances where summary dizmissal is jusiified,
if the employee is incapacitated,
if the employee fails to maet performance requiremants, and

Bow o

for any other reason.

Given the above provisions of the moded contract the LGEA contends that
no further safaguards are required and that there is no need for senior

staff to be appointed to a contract which is for a fixed term.

The fixed term provision is superfluous and creates unnecessary
complications in the employment relatonship. The examples below are

fram real cases involving LGEA members.

. The modsl confract has convoluted renewal procedures relating 1o offer

and acceptance of a new confracl. The failure of eithar parly to mest
timafdate obligations under these procedures regularly leads to disputes,

aenior staff can be offered a 5 year contract by a General Manager shortly
before the Genaral Manager leaves the Council, creating complications for
the incoming Genearal Manager,
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if a Council is restructuring and reducing the number of senior staff, it is
peroaived thal those whose contracts are close to expiry are more likely to
be terminated than those with longer confracts, regardiess of merit,

On the other hand, some General Managers with pending restructures
pelieve they can't offer & new 5 year fixed term contract to senior staff
whose contracts are about to expire, and their inability o do =0 means that
their Council can be at risk of losing a valued staff member to another
Council where a b year contract is on offer,

The LGEA submits that there are no commercial imperatives for fixed term
soniracts where the employer has all the other safeguards that are
available under the Lotal Government Act and model contract, Where
emplovers have similar safeguards in the private sector, fived term
cohtracts are generally restricted to positions reporting directly to the
Board of Directors or where the employment Is for a project limited by
tirme

Section 340 — Exclusion of Industrial Arbitration for Senior Staff

The LGEA calls for Ihe removal of the exclusion from industrdal arbitration
of senior staff for the purposes of resolving disputes that arise in relation to

the implamantation and interpretation of the modal senior stalf contract

Presently the Act provides that any matter arsing from the employment of
a senior staff member is not an industrial matter for the purposes of the
Industrial Relations Aclt 1986 (NSW), This has meani that in order {o
resolve a dispule invalving a senior staff member the parties have had to
pursue costly, inefficient and overly legalistic avenues in order to seek a
remady. Mora often than not, the costs of seeking the outcome are
greater than the value of any claim to both parties.
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4.6,2

4.7

In contrast to the costly and inefficient process involved with pursuing
damages for breach of contract and other claims, we subrmil that the NSW
Industrial Relgtions Commission provides a cheap, convenient and
exparienced junisdiction for the resolution of disputes involving senior staff
members, Opening up access to the Commission to senior staff for the
purposes of dispute resolution and confract interpretation would in our
view be a very effective way of helping to avold protracted and financially
crippling contractual disputes involving senior staff members of councils.

Part 4 Equal Employment Opportunity

The LGEA submils that part 4 needs to be reviewed and updated o reflect
any expanded areas of prohibited discrimination in the Anti-Discrimination
Act gince 18893, This will also enable the removal of the cument
awkwardness and apparent inconsistency thal presently exists befween
section 344 and sections 346 and 347 of the Act.

Section 352 - Independence of Staff for Certaln Purposes

The LGEA submits thal section 352 should be raviewed to provide a new
352(3) that prohibits the direction of any employee. by any employes, as

1o the “conteni of any advice or recommendation.”

Such freedom from interference is critical in order to enable engineering
professionals and other professionals working within the industry to
provide slrong, accurate advice on matiers within their domairn.

Section 353 — Other Work
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The LGEA submits that section 353 should be reviewed to clarify that
employees are not obliged to declare any work which “does nol refale (o or

conflict with the business of the Counci! or the employee’s dulies,”

In our view the presenl requirement upon employess to declare all
axternal work i an unnecessary invasion of privacy and a waste of council

time and resources.

Section 354A - Ministerial Approval for Senior Staff Termination

Payments

The LGEA seeks the removal of the requirement for the Minister's
approval of termination payments beyond 12 months for senior staff

Mmemiers.

In our view it is vital that the industry attracts and retains high guality
employees af the senior management level and there is no doublt that the
inclusion of appropriate termination payments and other payments within
employmeant contracts at that level will play a8 key role in gefting and
kaeping the right peoapie in the right jobs during a period of change.

it there was a need for Ministeral approval when this provision was
onginally included within the At we submit that it s no longer appropriate

in this ime of industry change

CONCLUSIONS

The LGEA thanks the Taskforce for the apporunity to make a submission.




52 The LGEA would be happy to again meet with the members of the
Taskforce lo discuss our submission or to provide any further assistance

as required.

¥ lad. o2

Marin O'Connell
Director LGEA
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EXECUTIVE SUMMARY

The Local Government Engineers Association (LGEA) has been active in surveying its
membership to provide reliable data for submissions 1o the NSW Government and the
Independant Local Gowemmment Review Panel (Pansl). The LGEA previously
submitted a short report to the Panel oullining results from a phone survey of 320
members conducted in Awgust 201 2.

This repcrt forms part of LGEA's sirategy to inform the NSW Govemnment and the
Fanel on matters relating to the engineering skill shortage and infrastructure backlog
In NSW Locai Governmaent

The exercise was useful in two ways;

i The responses validated the LGEA's previous survey results regarding
engineering skills shortages which in tum were consistent with the recent
Senate inquiry as well as numerous government and non-government reports
on this matter,

il It allowead iocal government engineers the opportunity to articulate some of the
strategies, ideas and actions utilised to cope with their Council's skills shortage
and backiog

The Findings

1. The national shortage of professional enginesring skills also applies within local
government.

Z. In local government the skills shortage is exacerbated for reasons such as; remote
location, employer size. budgetary constraints, inability to offer a competitive
zalary, declining guality of working conditions, management atfitude and low
percaptions of career prospects.

3. In some cases up to 50% of professional engineering positions are occupied by
non-professionals,

4. The real level of vacancies and skills gap is understated.

9. The resources sector is nol entirely responsible for lunng engineers from local
government.

& Most local Councile use engineering consultancies and Engineers claim this as a
costly exercize

7. Prolonged use of consultants may impact on the skills base, careers and Councils
as ‘informed clients’



8. Design enginears are menfioned maost often as the hardest to recrut
9. The majority of Councils are affected by an infrastructure backiog.
10. The backlog s due to a lack of financial resources as well as the skills shortage.

11.The 'can-do’ attitude of engineers provides a gratuitous buffer against the skills
shortage for many Councils

12 Mot all engineers have access to continuing professional development.

13. Traineeships and graduate programs are the key to the 'grow your own' strategy to
develop a skilled workforce.

14 Engineers need o broaden their 'soft skills' to communicate and present their case
more effactively in order 1o influence key groups more successfully.

153 Pursuing 'employer of choice' strategies can assist Councils to befter compete for
skilled amployaeas,

Recommendations

Recommendation One

An audt of engmeering skill requirements in individual workplaces should be
developed and implemanted with regard to existing and projected waorkloads, at each
Council

Fecommandation Two

With the possibility of Council amalgamations occumring in NSW. research into the
impact on engineer's caresr progression following the Victona and Queensiand
council amalgamations may be informative.

Raecommeandation Thres

The LGEA needs to investigate whether the continued use of consultants and the
outsourcing of specialist work has a detrimental effect on in-house engineering skilis
development and the ability of Councils o act as informed clients.

Recommendation Four
should council amalgamations be volumtarily or involuntanly introduced into NSV,

mechanisms and policies should be put in place 1o ensure the industry doas not lose
scarce skills and staff,



Recommendation Five

The relevant industrial partres should utilise the workplace bargaining processes and
available institutions fo re-design and develop conditions of work and career
progression to assist aftraction, recruitment, retention and workforce development in
local govarnment

Recommendation Six

LGEA to consider establishing guidelines for traineeships, cadetships and graduate
programs to assist the development of new engineers. Additionally, guidelines for
practical structured programs nesd to be defined fo assist the development of new
enginears.,

Recommendation Seven

LGEA could consider inviting engineers who have moved into other senior reles. 1o
address younger members on career related issues.

Recommendation Eight

LGEA should consider the merit of the request to access retired members for part-time
or Casual engagement. This reguest could also be discussed with other local
government organisatons.

Recommendation Nine

LGEA should consider the opportunities for industry wide application of the resource
sharing and the other initiatives outlined in this report.




About the author of this report

Arthur Banos, has extenslve experience in employee relations and profess|onal
development in & number of industries

Arthur was Senior Industrial Officer with the Association of Professional Engineers
Scientists and Managers Australla with responsibilities including the RTA, before
becoming the NSW Manager of Chifley Businass School

Since 2008, Arthur has been engaged professional development projects in the
medical industry as well as ransport and logistics whers he 15 currently engaged a5 a
consuitanrt

Arthur holds a Bachelor of Economics {Hons), a Diploma in Labour Relations and the
Law and a Postgraduate Diploma in Technology Management,




A REPORT ON ENGINEERING SKILLS SHORTAGE AND THE
INFRASTRUCTURE BACKLOG IN NSW LOCAL GOVERNMENT

The Report
There are thrae parts to this repart.

Part A: refers to the engineering skills shortage
Part B addresses the infrastructura backlog.
Part C: collects ideas and suggestions made in the interviews

Introduction

Following the Destination 2036 conference held in Dubbo in August 2011, the NSW
Local Government Minizter established the Local Government Review Panel (Panel),
to examine issues raized at the conference. In a subseguent press release, the
Minister indicated the Panel,

-will take info consideration Councils' ability o support the needs of their
communities, abdity lo defiver services and infrastructure efficiently”, ...

A part of the consultative arrangements put in place, LGEA determined to prowvide the
Fanel with a submission containing updated data and commentary an the ability of
Councils to provide engineenng related services in the context of a skills shortage and
an infrastructure backlog.

The Brief

I 2004 the LGEA had commissioned a survey of NSW Councils. The purpose of the
survey was to collect data on local government engineering positio ns’, to ascertain the
extent of engineenng skills shortages in local government During 2012 the LGEA
decided to update the 2004 survey and cbtain guantitative and gqualitative data to
assist in the development of the submission in response to the Panel's work. This
report provides substantive material from genior managerial and technically quaiified
professionals in local govermment.

Methodology

The methodelogy used in compiling this report consisted of in-depth interviews with a
sample of LGEA members, representative of the rural-urban mix of Councils. The
discussion format, although focusing on the key areas of engineering skills shortage
and infrastructure backlog, provided an opportunity for the respondents to discuss

f Fangl to set directizn for Counchls af futiecs; Media Rebasse; Babiber of Lacal Gavermmnent 23 March 2112
* Fostdions that specfy angineering qualitications a5 ssantial ar gesirable



related fopics and issues such as; enginearnng supply, resources sharing, graduate
programs and local initiatives

The interviews weare not tape-recorded; errors in transcript are the responsibility of the
repart author

Areas canvassed during discussions

« Confirmation of posiion, employer, number of engineering staffivacancies
» Discussion about difficulty in attracting, recruiting and retaining engineers
» Most difficult disciplines.

» Effect on current projecisfcommunity. Any problems?

o Strategies used to overcome skill shortage: short term and long term.

= Discussion about infrastructure backlog and its magnitude.

The Respondents

In total, 25 NSW local government professionals were interviewed for an average 30
minutes.

The respondents were General Managers (2), Directors (10), Managers (5), Sanlor
Engineers (3). Engineers (5).

The ciassification of Councils: Metropolitan Total (11). Large Councils (6), Small
Councils (5)

Regional Total {(14): Large Regional (6} Small/Medium Regional (8)




PART A: THE ENGINEERING SKILLS SHORTAGE

What the Figures Say

A considerable amount of evidence has accumulated fo indicate that there s a
national skills shortage The Department of Education, Employment and Workplace
Relations (DEEWR), prepares reports monitoring skills shortages  According to
DEEWR, 'skill shortages exist when employers are unable to fill or have considerable
difficulty filling vacancies for an occupation, or significant speclalised skill needs within
that occupaticn’ . 4

The 2012 DEEWR Skills Shortage report listed the ‘Engineering Professional
amongst the ‘Hardest vacancies to fill.* The report also advised that, with respect to
professicnal engineering, less than half of the vacancies are filled Specifically,
Engineering Managers and Civil Engineering Professionals are listed as a "national
shortage whilst Construction Project Manager is a ‘recruitment difficuity’

The shortage i3 not a new phenomenon. In December 2010, DEEWR in Skills
Shortages Australia found,

“Shorlages of professional engineers have retumed fo levels similar to those
recarded before the giobal recession, being evident for 70 per cent of
grigineering professions surveysd, '©

In July 2012 the Australian Senate tabled findings from an Inquiry® inte enginesaring
skilis shortages, confirming previous reports that indicated the demand for engineers
iz higher than supply. In discussing reasons for the skills shortage, the Senate noted
the 2006 Census data which revealed that;

oy 85 per cenl of engineering graduales were empioyed in an engineerning
occupation.”

So how fares Local Government?

The sltuation in Local government was reported in the Senate Inquiry report as
follows.

.23 The impact of the skills shoriage is also exscerbated for local
governments which lend to have fewer resources buf musf compefe with (he
miing and private enal construction seclors for engineers.”

:' hieps) fwrsesd deewr gov.afemploymentfimifs illshonages pages il lshomagelisis. a5 px

bt/ e dessr pov auEmployment LSS har bages Dacuments/ Sl hartagesSummary pdl
* skiils Shnefapes Australa Dooember 20010 Prepared by Labaur Warkes Besearch and Analysis Dranch Depantment of
I_Eﬁm:atian, Erraloyment and Werkplace Relaticas. F.14
* The Sanate Fducatinn, Emplogment arol Workpdaee Relations Nalerences Cammittes, The sharfage of enginesring and
refafed argloprnent skills, hipd G2

Tha fanate Education, Employmeant and Wiorkplace Ralaticns Refarancas Camvmaioe, The sheage of englnearing and
related empleyment skills, Idy2012



The 2012 Environmental Scan produced by Government Services found that in Local
Government,

“Sevenly-lwa per cent of sunvey respondents indicated they have had gifficulty
recruiting for positions over the last 12 months. The cccupations that have
hean problematic to recrult heve included engineers,., " ©

There 15 no lack of evidence of skillz shortages in NSW. In 2006 the NSW Legislative
Council tabled an inguiry into skils shortages in regional and rural NSW which
reported shortages as:

‘Civil enginears — shorfages are especially evident in fhe private seclor,
inclivding building services. hydraulic senices and concrefe and reinforced
structural steel design.  Shorfages are also evident in local governmant,
including traffic management, design for el work, techinical senvices and assat
managemeant, 2

In 2005, the Department of Local Gowvernment commissioned a report on skills
shortages in NSW.

“Almuost three guarfers of respondenfs mentioned engineering as a specific
area of skills shortage (=67 mentions). By discipline, civil engineenng appears
fo represant the fargest skills shorfage, ., .” 1

Mention should alse be made of the LGEA Vacancy Survey 2004"" which found the

foilowing:
Fifty five percent of respondent Councils had unfilled positions,
Twenty eight percent of Councile had 20% or more of their Engineering positions
unfilled,

o Fifteen percent of Councils had 40% or mare of their Engineering positions vacant
positions,

« Fifty one percent of Councils could fill their vacancies within three months,

o Thirty seven parcent of Councils ook three to six months to fill their vacancies,

» Fight percent of Councils took mora than a year to fill their vacancies,

= Vacancies were most difficult to fill in regional and rural Councils, particularly in
small rural Councils.

Finally, in the recently conducted brief telephone survey of LGEA members, 74% of
the respondents (n=320} indicated their Council had difficulty recruiting and retaining
enginears.

' 2013 Envirarmental Scan | Govarament and Cainmenity Salety Industry Skills Camnoi P11
- Inguibry into S&lls Shnctages in Aeplonal 2nd Riral AEWY, the Finad Aepart of the Lagislative Council Standing Cormmities on
State Davelopment, L1 May 2006 0 21
" Survey of Skills Shortages In NSW Loul Government, & report arepesed by the NSW Department of losal Gaverrment o
behatl of the Tratning and Professional Skills Shortages Taskfaros, dugust 2006 224,
"' LGEA Vacancy Survey 2004, Local Goverament Ergineers Association
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Figure A: Chart showing responses (%) to the survey gquestion; 'Does your Council
have difficulty in recruiting and retaining engineering staff?’

Additionaily, the top five reasons why the difficulty occurred were recorded as,

iL
il
i
A

uncompetiive salanes/salary packages,

remotenass of the Councll location,

the national skills shortage,

council not allocating sufficient resources to engineering,
excessive workload/stress at the Council

The Local Government Managers' Association submission™ to the Senate inguiry
inciuded the following;

W= been said that enginears spend less thar half of fheir tme using their
enginesnng skils.”

Maost of their time is taking up by

= Froject managemant;

= Budgeting and financial raporting;
« Adminisiralions and governance,
« Fublic consultation; and

» Rouling techmical work,

Invasimen! neads to be made fo investigate and develop new ways of working
far engineers

"“Thi Senate Education, Emplaymant and Warkplace Relabans Referenges Committae, The shortage of engneecing and
ralafod erphoymiont skl Local Gosermment Mansger Afsaciation 3002
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The 2012 Discussions with LGEA members
What is a ‘vacant’ engineering position?

Discusgsing the level of vacant positions is not as straight forward as one would
expect The most obvious respense is to nominate a vacancy number against the
current engineering staff establishment

In keeping with the surveys and reports mentioned above, interviewees
overanelmingly advised that vacant positions existed and skill shortages were
widaspread.

“It 15 a FALSE nil vacancy figure. " - Sanior engineer, large metropoliitan Counci.

Significantly, 2 number of interviewees assened that the official level of engineenng
vacancies is understated and the ‘real’ vacancy situation is considerably worse

"When an anginear raliras, thay advartise at a lower rate and find that they
can’t gat the nght person’, We have no trainees or cadefs. We had g lof more
angineers 15 yaars ago!” - Services engineer, large metropolitan Council.

“There was & major mislake mede 25 yvears ago when local and stafe
govefnments cessed cadetships and fraineeships” - Director of Technical
Services, large regional Council.

The enginesnng skills shortage in local government has been a fact for many years.
A number of mature engineers date the difficulties to the late 1980z or early 1990s
when enginsering departments lost status in relaticn to non-technical management
areas. Tighter budgets were put in place, oufsourcing of engineering design work
eventuated, contract employees increased and a general reduction in trainee/graduate
engineers cccurred.  Such organisational changes were also taking place in state
government departments and instrumentalities. The term ‘de-engineering’ was coinsd
at the time.

Many Councils eventually re-sized their technical staff establishments, often delefing
positions that had been difficult, or near impossible, to il

Hence it 1s argued that a low, or nil vacancy rate, masks the actual requirement for
engineenng capability in a Council. By extensicn, a full complement of engineers may
also be insufficient.

If a professional engineering position is filled by an ungualified person, is it a
vacancy?

A liberal Interpretation of the skills shortage definibion used by DEEWR suggests that
oscupation of a professional engineering position by a non professional is a vacancy

On the other hand a more conservative view would suggest that the sifuation amounts
to a skills gap.
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Al the time of interview there were numercus examples of this form of a skills gap

1. In a small rural Council all three of the Engineering Director's subordinates ware
unqualified s1aff in professional positions,

2. Another small rural Council has five of its ten engineering positions filled by
ungualified staff,

3. In a large regicnal Council, six of the eleven engineering positions were occupied
by para-prafessionals.

4 In a metropolitan Council ten professional engineenng positions in an
estaplhshment of twenty-five were filled by non-professional engineers or
experiznced staff.

By any definiion there is a considerable gap in professional engineering capability in
the four instances cited above. Yet statistically, the same four Councils could submit a
nil vacancy result.

Potential problems

The on-going occupancy of professional positions by para-professionals (regardless of
their ability], increases responsibility and rigk management for existing engineering
staff as the supervisory function becomes stretched. Quality issues are also relevant
as profsssional supervision, vetting of contracts, design and consultant's repons
hecome the role of fewer persons.

|- FRecommandation One 5

! An audit of engineering skill requirements in individual workplaces should be
| developed and implemented with regard to existing and projected workloads at
| each Council. |

Are cultural or structural issues in local government contributing to the skills
shortage?

The follovang conversation extracts indicate that a gap exisiz between what engineers
reguire to get the job done and what Council management and elscted members
consider |5 needead or even gffordable.

“Senior Councll management has nol established snough pasitions.  They're
nod engineers and do nal understand the lechnical requirements.  The mas!
senior engineer is a Unif manager which is below Director level, therefore
engineers don't have real influence " - Manager, large metropolitan Council.
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“in Local government you essentially have a Board of Direclors (Counciliors;,
who have ‘'no igea’ abouf how projects need o be resourced and delvered
The difficuify increases when you have management hal is nol enginger
conducive " - Manager, large mefropolifan Council,

"The skill shortage here is due fo management’s approach. Our GM has a
finance background and doas nof balieve what the engineers are saying aboul
staffing needs. ™ - Services enginger, lange matrapolifan Council.

“The issue is thef with tackiing infrasiructure issues the slgcted Counallors and
rmany of the managers do nol fully understand thal engineerng staff are
required for aralysis and supenvision of the projects.” - Senior engineer, small
metropaiitan Coumncil

An enginaer who has moved from the technical area into a senior management and
leadership role reflects on the ability of anginears to effectively influence other key
groups or peopla in local government,

"Enginears do not promale their profession and what they do very wall outside
of their own group.  They need lo realise their role is fo provide assels fo fhe
community and it is necessary to engage with other groups abou! what 15 going
on and what is reguired. " = General Manager, small regional Couneil.

A senior engineer with considerable expenence sees the technical aspect of the job
as the eazy part

e profession needs lo communicate what if does befter  Also enginesrs
neead to develop their soft skills in communicalion, refationships, frust etc. lo get
the job done and help people undersiand what is going on.  The technical side
is 2asy. Leadership skils are important as is manlonng ° = Senior engineéer,
amall melropolifan Council,

& strategy o influsnce, reduce or aeliminate tensions betwaen enginesring and nan-
engineering decision makers invoives using available systems and toals.

"Our customized assel managemen! system helps Council make informad
decisions on asset condifion, funding and assel [ife. It heips manage fund
alfccation for maintenance. The assef management system allows engineesrs
fo prowidie good data fo finance and managament in Council, fo assist decision
making It allows Councillors to be part of the process by engaging with them
fo explain and demonsirate how fhe modelling works, followed by a sife visil. It
might (ake half a day, bt we have champions within the elected members. " —
Diractor of City Works, large mefropalitan Council

There exists in some Councils a definite ‘us v. them' attitude which defiects proper

articulation of the engineer's cause in the workpiace. Requests to fill vacant positicns
and/or, address specialist skills shortages, are not assisted by this environment. On
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the other hand, good advice on what is needed o effectively influence the decision-
makers, is set out by at the three of the interviewsss,

The scarcity of Design Engineers

‘Dasgign engingers are the mast difficult to recrul.” - Director af Technical
Sandoes small mgional Councll

‘It is & struggle fo get designs dong io give the works branch enaugh hime 1o
provide an eslirmale for lhe work. There are ermors that gef picked up and lead
o defays. Where missed this leads to cost over-uns with re-do work. The lack
af ‘care’ in the design area leads to insufficient preconsiruchion time.” - Dhrector
of Technica! Services, large regional Council,

There was general agreemant, especially among nan-metropelitan imervieweas that
design engineers {including senior design engineers) were the most difficult to attract
and retain, In some cases senior design positions had remained unfilled for up to
gight years,

Waorks engineers, asset engineers and engineenng project managers were also
mantianead,

Specific o urban Counclls, traffic and hydraulic engineers were mentioned as difficult
1o attract and retain

Thare were a number of views as to why design engineer positions were so difficult to
fill.

Graduates have little practical knowledge and understanding of local government,
Frivate consultancies offer better pay,

= Lack of senior design engineers reduces in-house development and mantonng,

= Large public sector agencies have outsourced. thus removing a traditional source
of talent,

» [e=ignis seen as desk bound compared to field work. This leads o lower supply

"We could do with more engineers, especially another design engineer, as we
work 15 howr days.” - Confracts engineer, small regional Council.

A number of respondents offered ideas to deal with the lack of design engineernng
skills which entailed greater sharing of existing resources, These suggestions are
detailed later this report

Capability issues — formal education

“They ara foo specialised, for local government they need lo be generalists” -
General Manager, small regional Couneil

iR




A frequently expressed view was that enginesnng graduates lacked sufficient practical
knowledge and experience to be useful in the short term. Much was made of the
demise of the University of Technology Sydney's (UTS), sandwich course in
engineering. This course had a significant work experience component which
benefitted employers offening cadetships and graduate programs. New graduates are
zean as being too academic and scmewhat lost in the practical enwvironment of local
gevernment.

This criticism extends beyand local government as evidenced by the Senate, below,

‘Recommendation number 7.5.39 The commiltee recommends thal the
government work with siates and terrifaries through the Council of Auslralian
Govamments o engage with enginearing indusfry peak bodies wilth a view [0
developing measures fo encourage the provision of pracficall psid work
gxpefience (o druversity students.”

Hopefully this Senate Recommendation will lead to an ocutcome that Lacal government
will welicome.

For many of the smaller rural Councils, supporting student financially 15 difficult
Equally the cost of tertiary education may deny local high school students an
opportunity to enter the profession.

‘This council does nol encourage trainees/graduates despite many advocaling
for tfhis to happen. Council needs fo embrace 8 youfhvgraduagte grogram.” —
Frojects enginear, small regional Council

‘Advartise for locals willing to obtain a qualificafion whist being pard. HECs
should be paid for as well. HECs — HELP is @ real disincentive for 80 many
wiaid be anginsers from rural areas.” - Divector of Technical Servicas, small
rural Council,

Capability — Continuing Professional Development (CPD) and en-going training

As for existing enginsers, there were a number of grievances in relation to on-going
development and CPD.

"Training needs o go bayond the current limit of OHES.  There 18 no CFLL
This js not good for the future,” - Projects engineer, small regional Council

“Thete (s a (ack of CPO opportunities for enginears in rural areas, especially i

the wesl It costs oo much for enginears o travel to Sydney to gef ther points
g " - Manager infrastrocture, wast NEW Council,

% tha Lanate Educstion, Employmant and Wearkolace Relathsny Refergnces Capmeties, The shorage af angimaering and
ridatad ernplaymient S50, Jube2012 Recommendation 7, 534




Capability = Industry Demographics

| see too many baby boomer engineers at ROC mealings thal are stuck fo the
ald ways aof daing fhings.” = voung® Engineering Manager, small melropolitan
Council.

At the othaer end of the age spectrum there seems to be a rarely expressed feeling that
Local Government s beholdan to the old techniques by virue of the age demographic
of engineers which tends to be around 45 years of age™ Related to the quoted
seniment was a percephion that the 30 - 40 vear old engineers have declined in
number by gaining positions cutside of local government,

In 2011 the Division of Local Government (DLG). published a Census of Local
Government Employess which shawed that 20% of all employess were over 55 years
of age and the over 45's bracket accounted for 485% of all employess. ™

What happens when the older engineers retire? Local government is in a similar
position to many other industries, including public sector agencies, where the ageing
workforce is apparent

“¥¥e have no design offica, so0 most of this work i oufsourced.  The
experenced engineers are called upan fo lend a hand with a bit of design and
moaify the consultant's work an the job, We are sirefched. ” - Enginesr, small
metropolifan Council,

The depth of engineserng experience that iz currently present in local government
seems to be taken for granted in many Councils such as the one above, which has
removed its design section and reduced its engineering establishment. Yet, it relies
an the experience of engineers to 'lend a hand’ to cover the skill gap.

Career progression

"Engineers do move around in Local Govemment 85 CAMBEr Progression 18 nof
always clear. Progression s often easier info 8 manageral positon.  If you
want fo stay techmically onented you need fo move. " = Senices Manager
medium sized regional Council.

‘Progressian is oul of herel Unless you change to a finance lype male” -
Services engineer, large mefropolitan Counci,

The above comments introduce a number of issues for local government engineenng.
With such a large number of Councils in NSW there is a natural tendency for
engineers to move around for pay, conditions and other reasons. For engineers there
15 always the aftraction of moving into a managenal role when technical opportunities

! Eubnission 1o Th Serabs Education, Employment and Workplaoe Belations Raferences Committes, The shortaze of
i_llg.u-:lrt-fin,g and related emaloyment skids 2002, lorsd Govermment Manapers ausiralia, F3
** 2000 Census of Local Geover nraert Emoloyees. Report on Findings. WMSW Gowernment Premies gad Cabiset Divisicn of Lacal
Government. dugust 2011, F13
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dry up, or the rewards are no longer there. This issue attracted some attention in the
Senate enq'm}' with a recommendation that a senior technical role be created to build
on expertise. '

ﬁéﬁﬁiﬁr}iénd}utinn Two

Wutl'l the possibility of Council amalgamations occurring in NSW, research into
| the impact on engineer's career progression following the Victoria and
| Queensland council amalgamations may be informative. |

Overseas trained engineers

Thare were various views concerning the ability of overseas educated enginears in
local government, It was generally accepted thal enginesrs from the Indian sub
continent were technically sound in most englneering disciplines.  Doubts were
expressed about soft skills such as teamwork, presentation skills and communication
with other staff and the general public.

Interestingly, the issue of soft skills and engineers received considerable comment
from the more senjor interviewees. There was agreement that engineers needed to
acquire broader workplace skills. This is discussad below.

Use of Consultants and Contractors

Most Councils resort to the use of private industry consultancies and contract staff to
fill vanous needs. Putting aside the use of contractors for major works, short and
longer term contract staff are uhlised in filling vacancies or a particular skill such as
project management.

"Consultanis make up the baiance between the in house base foad’ and peak
requirements”. - Director of Technical Services, large regional Council.

This represents the pragmatic view of many Council engineers who are balancing a
thin enginsering capability and/or specialist skill gap, with a backlog of work.

“Use of consulfants increases project cosfs and brefing Gme. Local
cohsuitancies aise have difficulties hanging onto experienced slaff, thus therg
/& no real advanlage for ‘on-time’” performance by using them.” — Director of
rechnical Senwcas, large reqional Council.

‘Wi use contraciors to make up the labour shorffalls. However we now do our
design and project planning in-house due fo some bad expenences with
consuftants in fhe past where fiings were wrong. had o be re-done, and if fed
to a cost blow —out, " - Services engineer, large metropalifan Counci,

iB r -
The Senate Educestion, Emplayment and Warkphice Relatans References Commitbar, The shartage of engineenng and
related emplaymant skils, hily 2012 Racommendatian 6, 4.41
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O the other hand the often repeated reality is that using censultants does impact on
project costs and in many cases, project timelines. |n Councils thal gutsource the
design function, there was a complaint that the work often required re-doing or that
on-site modifications were necessary.

"Wha vels the consultant?” — Manager, medium sized Regianal Cauncil,

if Local Government engineering capabitity continues 1o be stretched. resulting with an
increased rellance on oulsourcing to get the work done, will Councils continue o be
infermed clients?

‘When the work is farmed aut, there is no in-house skills development occurming
agpecially in areas such as nafural sysfem studies. That is anofher reason
engineers  Jeave after 2-3 years in the job" - Professional
angineerenvironmental, large mefropolifan Couvncil.

Continued outsourcing of work to consultants also affects skill development of staff
and retention.

Recommendation Thrae

The LGEA needs to investigate whether the continued use of consultants and
the outsourcing of specialist work has a detrimental effect on in-house
engineering skills development and the ability of Councils to act as informed
chents.

S0 why are there vacancies?

The discussions related to the causes of the engineerng skills shortage in local
government tanded to be influenced by the size of a Council and its location.

‘Incentives are neaded to offsel the salary and focation probijem.” — Manager,
large Regional Coungil,

"We can't compete on salary! We need g ‘whote of local govemment approach’
to this issue. Conditions of empleyment are & beller solution. Superannualion,
sick leave entitermants. ranfal assistance, mofor vehicle Jease back
amrangemants.  Owver tha divide, renfal assistance awvar a number of years
keaps someone in fown. Froviding a ganefous motor vehicls faasa hack allows
& =taff member to wst family avery so often.” — Director of Engineenng
serviees, simall regronal Couneil,

Councils located west of the Great Dividing Range expenence difficully in attracting
quality candidates for advertised positions. Despite using market rate adjusiments,
location was seen as a major impediment in attracting professionals. Coungils in the
west of NSW are numerous, usually smail and have a tighter financial base than the
larger metropolitan Councils These featurés are a dizadvantage in trying to attract
mobile professionals from another area. Incentives such as rental assistance and
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mator vehicle lease back arrangements are used in an attlempt to, 'keep socmeone ir
Tt

One expects that the lifestyle appeal of coastal-rural Councll areas would provide a
large applicant pool of enginesrs.  Yet, coastal Councils also expressed difficulty
recruiting to fill vacancias. To overcome key skills shonages, some coastal councils
have made attempls to entica retiress to work part-time, or on a casual basis.

FPort Stephens Council investad in signage billboards aimad at holiday makars in a
successtul effort to tap into the pool of potential “grey nomad’ employess.  Another
coastal Council that had also identified retirees and holiday makers as potential skills
source did not share the same success.

In the case where a refired angineer has been lured back for a few hours work, the
experience and informal mentoring that resulted proved to be beneficial to many
existing staff. This iz zeen as a bonus,

Local conditions affect the professional labour market dramatically. One coastal
Council that rarely experienced difficulty in attracting qually candidates recently
noticed a decline. Thiz has baen attributed to the extensive capital works projects
undertaksn in the vicinity by the Roads and Maritime Service and its contractors, who
have attracted skilled [abour and professional senvices.

The mining sector is not the only "villain".

WMany people, ke myself, did nof join local govemment for the money, rather
ihe Iifestyle of 35hrs and Rexibility was altractive. | can see the chipping away
of lurks and perks and work prassure incraasing where long hours are know the
nonm.  The working condifions are beginning fo mirrar pavate indusiry, so i
veromes easier o look af povate indusiry opportunities and gef the large pay
packels. " - Senior engineer, large matropolifan Council.

Much has been said and written about the effect of the resources sector an the sugply
of labour throughout Australia. The cenversations provided some svidence of
engineers leaving local govemment for better paying positions in the resourcss sector,
Examples of this ocourring in rural and metropolitan Councils were pravided.

We fost & water and sewerage engineer fo fhe mining sector and it fook 10
months fo Al the vacancy.™ - Director Technical Services, small regionsl
Cerricl

Local government sheds engineers to other areas in private industry such
consultancies and constructon firms, as well as to NSW public sector
nstrumentalites. A large metropolitan Council reported loging two enginsers in quick
succession o RallCorp who offered a higher base =alary and avertime

"Hance the competition for engineenng resources coupled with the salary lssue
means higher calibre applicanis are going efsewhere raising the capabilify
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issue for the Council. There is a concern aboul whal happens further down the
frack.” = Director Water and Sewerage, large regional Councif

It has been acknowledged by the Australian Senate that local government dogs not
have the resources to compete with private industry. For this reasen Councils nead to
take steps to become considered as 'employers of choice’. The sentiments expressed
above by the senior enginear offer an insight into the areas that need to be initially
addressed. An example of the implementation of the Senate's advice is discussed
later in the report.

The effect of the skills shortage on local government programs and projects

‘With the lack of senior engineoring expertise, projects languish.”- Director of
small regional Counci

Without the experiznce of senior enginesrs, there is a tendency for less experienced
professionals to procesed with projects with less confidence. Guidance and meantoring
are lacking and guality of work will suffer with the reduction in overall enginearing
supervision,

In the case of a small regional Council only two of four dirsctorates were filled,
requiring the Engineering Director to work across Councll funchons.  Apart from
llustrating that staff shortages exist in other postions and functions, this instance
highlights the stretch that is experienced.

“The more experienced engineers are doing the work, their job &s well a5
supenvision and practical design, on the job." - Conlracls engineer, small
ragional Counail,

Where design engineers are in short supply, the 'older heads' use their cross-
discipline experience to make up the skills gap. Henca, the long days

‘Project managers have a huge worklpad, consisting of too many fobs requining
supervision. Hence there are short cuts. use of consuflants who cost more.
Quaiity suffers and this usvally becomes & problem later on.” - Manager, larne
melrapolifan Council.

Inevitably, projects are affected by time blow outs and cost gver-rung.  Quality aiso
suffers. which 18 a community concem

| start work at 4.00am and fonight Ul frish at 6.00pm. | do it because it needs
o be done. | don't really mind it " - Dwrector of Techreal and Waler Services,
small regional Council

What is alse evident from the discussion with local government engineers is the
undercurrent of professional pride in doing a project well. There is a certain resolva
amongst the enginesrs who remain within this indusiry to deliver community projects
to @ high standard Frustrafion with the skills shortage is latent but comes to the fora
when it is felt that the situation is exacerbated by Council decisions or inactivity,
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PART B: THE INFRASTRUCTURE BACKLOG

Why the Backlog?

Thne current focus on the infrastructure backlog is overdue. The backlog developed
over time for various reasons. Here are some

1. Budgetary and financlal reasons,

‘Councl was a bil budget conscious but has begun fo put more money towards
infrasiructure in recognition of the need for renawal. The infrastructure backiog
is about money and if we got more we would use in-house stalf and recruit
stpervisory guys. Maintenance and renewal has fo happen. The Gosford
ctivert proflem will re-occur as jobs arg gelfing on to 30 years old.  Thal was
the time that planning and good design were short changed.” - Direclor of
Technical Services, small metropolitan Council

"Community loses out!! With iow engineering budgels, all public infrastriciure
iz reduced and qualify suffers as well. Service fo lhe communitly thersfore
decreases.” - Manager Civil Works, large mefropoiitan Council,

‘Reveniie sgueera has led to an infrasfructure gap. The caprial- Works program
is dependent on granis,” - Infrastructure Manager far western NSW Council!

2. Financial reasons not necessarily related to the engineering skills shortage

"The infrasfruciure backlog is a finance construcl unrslated fo anginearing
capability. A cowuncil such as ours needs anolfrer 510mitllon per year for a
number of years fo ensure assel renewal.” - Direclor of Technical Services,
large regional Council

“Infrastructure backiog is about money and capacify fo fund the Backlog, not
about lack of skils. With an assel base of $71.4bil there is a backlog of
£35mil " - Director of Engineering, large reglonal Coundgil

3. Engineering skills shortage in addition to financial reasons;
"The nfrastructure backlog is due fo both skills shorlage and the financial
aspect " - Director of Technical Senvices, large regional Council.

4. Dus to the engineering skills shortage
“My estimale is that, 30% - 50% of our capital projects, are defayed due o

engineerng position vacancies. (roads, bridges, plavarounds, storm waler).” -
Director of Technical Senvices, small ragional Counail.

5. Council culture and other competing prorities
Local government needs o “gel back (o (he basics”. Mainfenanoe i5 nofl Saxy,

it's rol a ribbon culting opportunity for Councillors and ofher poliicians. Thare
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are oo many non- core funclions and non- essenfial services provided by
Council and as & resulf infrastruciure suffers " — Manager Civil Works, large
metropoiitan Council.

Whilst there are vanous perspectives expressed about the cause of the infrastructure
backiog it does not detract from the reality that the backlog exists and needs to be
dealt with

The NSW government is to be commended for taking a number of steps to agsist local
government In dealing with the backlog following the Dubbo conference, The DLG
commencsd a ‘council oy councll’ audit of the lacal Infrastructure backlog and also
implemented a loan subsidy schame.

For most LGEA members responding to the 2012 survey and discussions, the formula
for renewal involves additional funding and increased capability. It also involves
knowing the size of the problem.

Dealing with the infrastructure backlog

“To tackle the infrasiruclure backlog issue, you need [o create capacily.” -
General Manager, small regional Council,

“The issue is that with tackling infrasfructure issues. the elected Counciliors and
many of the managers do not fully understand that enginesring staff are
required for analysis and supervision of the projects.” - Senior enginger, small
mefropolifan Council,

It is important fo get the asse! funding righl. Our Councit is on the farefron!
thanks o Jelf Roords's spatial assef management plan. We are info & second
infrastructiure spend having inlroduced a levy via IPART. If not for the levy we
wiald be looking at a hacklog of $380m in 20 years. Now this will reduce io
£18m over the same time.” - Manager Projects, small mefropolifan Council,

Influencing the decision makers in Council by using reliable data obtained through an
aszat management system has assisted a large mefropolitan Council in a number of
Ways

"By subjecting just aboul sverything lo the assel managemen! syslerm, it has
broken down the silos in the Councll. Assels dala can be compared across
Council rales for a fotal perspective. Councll becomes aware of what is going
on and wha! needs to be dane. [t can make decisions o a number of funding
scenanos. Hence the backlog is manageable " = Direcfor Cily Works farge
regicnal Caunci,

some Councils are in a relatively good position, (at this stage),

“Our Council is in an anviable position as it is a refalively new area with newer
developments providing a good rate base for upkeep of the ofder areas. Hence
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we do not have the backiog of older LGA's." - Senior Development Engimeer,
farge melropolitan fringe Council.

How will Councils cope with skills shortage and an infrastructure
backlog?

A former Chief Engineer felt the present planning procass needs to be addressed

‘Discipiine in strafegic planning needs to relurn o many Councills. Thera is &
cuiture of delusion now whers hings need lo get done immediately.  Proper
planning design, administration, compliance and approval usually reguires a
lead time of close fo 12 months. in the past a job dignt gel into the budget
uniess it had consent and planning approval. " = former Chiel Engmeer

There appeared to be a difficulty responding to this discussion topic. The tendency
was to initially consider a short term set of sclutions such as; use more consultants,
£ngage more supenvisors to allow engineers more strategic planning time, cutsource
more work, engage experienced project managers, share resources pelter. The
difficulty stems from the fact that the engingering skills shortage is a national problem
and that nothing that has cccurred recenlly, before or after Destination 2036, has
altered local government's ability to compete for engingers in the markeiplace
Accordingly the responses refiected this ‘reality’,

The interviewees who menticned Destination 2036 and the Panel felt the main short
term outcome would be a recommendation for council amalgamations. As a waming
to those who feel amalgamations offer a panacea. one respondent offered:

‘The axpenance of Cily of Sydney and South Sydney is not a good ane lo go
an, Careers were affected and the amount of down fime in irying fo synchronise
different syslems distracted from the real work fhat was required " — Senior
Engireer, small metropofitan Council

Another perspective considers the longer term effects on recruitment and expertise.

‘Amalgamalion of councils may assist fower level positions, but i will lead to
losses at higher levels If there is a decline in fhose coming into industry,
problems filling positions will continue as well as & loss of high level expertise.”
= Diractar of Techmcal Services, small rural Council

Although NSW is poised to learn much from other local government junisdictions which
have undertaken amalgamation, such as Victoria and Queensland, one aspect raised
in the extract above rings true. NSW benefitted from CQueensland amalgamations
wheraby displaced engineers secured positions in NSW councils. Amalgamations will
displace engineers at various levels and frustrate others into seeking employment
outsida the sedtor,
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Recommendation Four

PR - ——
i
i

Should council amalgamations be voluntarily or inveluntarily introduced into |
NSW, mechanisms and policies should be put in place to ensure the industry | |
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PART C: WHAT SHOULD BE HAPPENING ACROSS LOCAL
GOVERNMENT

Whilst many in local government are content to contribute to and see through the
current NSW Governmant driven actions arising out of the Destinations 2036 forums,
rmany interviewees provided innovative examples of local initisbves.

Attract, recruit, train and retain

‘Ba opan with consultation to engender frust and develop a cooperalive
retationship and suppon.” - Genera! Manager, medium size regional Council

Port Stephens Council successfully implemeanted a stratagy to becoma an ‘employer
of cholce through successive rounds of enterprise bargaining under the auspices of
the MSW Industrial Relations Commission. The enterprise agreement introduced a
vanety at fiexiple working conditions such as flexible leave entiiements including
enhanced carer's |leave, parental leave, grandparent’s leave and the ability to buy
additional annual leave. It also provided opportunities for remuneration improvements
through the intreduction of annualised salaries and packaging for senior operational
and functional managers.

By relaxing the requiremeant to produce medical certificates for sick izave. a notion of
trust and self management was infroduced into Council. Three years on, there has
bean an improvement in staff retention and the quality of applicants for vacant
positions  Importantly, there are changes for long term werkplace culture.

“.the requirement for supervision and management has decreased, allowing
more time for leadership and support® - Genaeral Manager, meadium siZe
regional Council

Recommendation Flve

The relavant industrial parties should utilise the workplace bargaining
processas and available institutions to re-design and develop conditions of
work and career progression to assist attraction, recruitment, retention and
. workforce development in local government.

‘Traineeships gre the answer'”™ — Director of Technical Services. smail rural
Coungil

What do we do sbowt the skills shortage? Remuneralion policy {.e. paying
mare) is not sustainable. We need & ‘whole of local govemment approach’ fo
thig tzsue " — Dirgctor of Technical Services. small rural Counci!

One 'whole of lecal government approach’ could invelve the development of
appropriate standards for trainees and graduate programs.  Albury City Council
decided to lake a positive step towards developing skills for the future,
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"About 3-4 years ago Councll decided fo commence a ‘Growhn your own’
workforce plan fo desl with lumover and skills issues. They offer traineeships
and apprenticeships. Community s sware of this and supports it. Councilfors
support it due fo frade-off being that vacancies will be offered fo Irainees if
appropnate”. Thal is the overall wage Bill won't blow ouf.

‘There are 7 lraines engineers at the moment, 3-4 years inta the quakfication
that s provided by University of Southern Queeanstand (USQ)  The course /s
distance based with residential which mean fraineas work for Council wiilst
stuching.  Total bime 15 & vears, They gef an asscciale degree issved affer 4
years, then a Bachelor of Technology after anofher 2 years and finally the
BEng. There is no guarantes of a fob, the frainees are free to apply for
vacancies. A number have securad posiions.” - Director of Enginearing, farge
Fegianal Council

Dubbo Ciy Council has a relationship with the University of Newcastle for s cadets.

“Council has supported a local student with a scholarship through Universidy of
Newcastle. Dunng semester breaks, this siudent works af Councid. When he
gradusates, he will be free fc go, although it is hoped he will stay on " - Manager
Infrastructure, large regional Council.

A key ingredient in both examples above is the “grow our own’ sirategy of devedoping
a future amployea from the local community. The aim is to keep the ‘local for a
number of years following graduation.

In the metropolitan area a number of larger Councils encourage fraineeships and
cadetships. Smaller Councils are looking at the possibility that their Regional
Organisation of Councils (ROCs) will play a part in a ‘grow your own’ strategy.

When the UTE sandwich course was running, Councis would be approgched
for placements, Now Councifs have to seek sfudenfs. Perhaps our ROCs may
ba able lo play & role via & pro rata levy of participaling Councils to find
placements for cadefs from Unis ™ - Manager Frojects, small metropolitan
Cownel

‘The UTS course was good We now need a strucfured program for
cadelsdraineas thal an employer can follow.  WitH structured work expenence
empioyvers will help develop the cadets into practically qualified professionals.” -
Genaral Manager, small regional Council.

| Recommendation Six

LGEA to consider establishing guidelines for traineeships, cadetships and
| graduate programs to assist the development of new engineers. Additionally,
guidelines for practical structured programs need to be defined to assist the
| development of new enginears.
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Further training and skill development

"Councils need more ‘well rounded’ engineers.  They nead something like the
Cerificate 1V which contains many of the soft skills ke communicafion.
management leadership and presentalion skills, o assist development (not
MBA's) Use role models, career path advice and mentoring, s¢ long as it
doesn't teach the old ways. ™ - General Manager, small regional Council

Why not use former engineers who have moved inle senior managenal
positions or othar non-technical rofes fo convey 8 message or hwo. . [ seems
they are forgotten when they leave an engineering job.  They can assist in
fatking up cadels and presenfing on opportunities elc.” - General Manager,
emall regional Coungil

FRecommendation Seven ; i
|
|

LGEA could consider inviting engineers who have moved into other senior
roles, to address younger members on career related issues. '

New sources of engineering skills

‘Unfapped resource 15 famale enginears.  Tapping fthe gender issue s 4
challenge. Most female engineers have bean exceplional in his experancs.” -
Dwractor of Technical Services, small rural Council,

The paricipation rate of women in the engineenng profession 1s another area
addressed by the Senate and found to confribute to the skills shortage

W ook 12 months from the fime of inlerview to got a Brfish engineer on e
fob " — General Manager, small regional Council.

On the face of it, this is not a goed outcome for skilled migration.

Mention has been made above of attempis fo tap in communities with retired
enginsers and other mature professionals and entice them fo work on a pari-ime,
casual or short term contract basis.

A respondent gueried whether LGEA had a register of retired members that could be
approached to determine whether they were prepared to be part of a pool of part tme,
casual, volunteer professionals.

‘Recommendation Eight

LGEA should consider the merit of the request fo access retired members for
part-time or casual engagement. This request could also be discussed with
! other local government organisations.
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Resource sharing

it was common, although not the rule. for Councils to enter formal arrangements’ to
share resources with neighbours, or in some cases, with Councils in other regions, In
zister-city’ relationships. Some examples,

I Broken Hill City Council and Bankstown City Councll share a 'sister ciy
relationship whereby the latter provides a dewvelopment application service
whean capacity allows.

il Campbeltown City Council and Coonamble Shire Council have deveiopsd a
sister-city’ relationship based on their common use of an asset management
system. The latter has a reputation for excellent bridge work.

Other formal and informal examples included the sharing of equipment, secondment
of employees, advice on data collection systems, design services and road gangs.
€.g. Gilgandra Shire Council sends its road gang into the Bourke Shire.

The many formal commercial and informal sharing arrangemeants were in most cases
attempts to alleviate the effects of a skill shortage or enterad into as recognition of he
inability of a esmaller Council to find resources.

Metworking works

Campbelitown City Council uses an asset management system called Conquest. and
13 involved in a network of aver 30 councils, including Victorian, Mew Zealand and
South Australian councils, which similadly use this system. The networking allows
sharing of ideas, innovation and problem salving.

The interviews suggested that professional engineers by virtue of their gualifications
and roles are well positioned to encourage and make use of networking opportunities.
The examples were encouraging, with time consfraints being the major challenge,

Centralisation of Design and Project Management services

“There may be an opportumity for regional councils to share resources through
a ragicnal design office or buresn’. I could be housed in a bigger council or
managed by a ROC.  Centralising this service will assist smaller Councils that
cannot afford to buy in design expertise, or for those Councils that have entirely
outsourced the funclion.” - Direclor of Technical Services, large regional
Lol

‘The cenfraiization of design and project management may work as woold the
off-shoring of some work such as design. The shared services model (Allan), is
worth considenng.” - General Manager, small regional Council.

The suggestion that a central office be estabiished in regional areas is reasonably
popular, with one Gensral Manager suggesting such an office couid generate its own
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income stream, The idea iz accepted as baing consistent with much of the resource
sharing, (and procurement), that occurs bebwesn Councils or through ROCs, The
latter is certainty true of metropolitan areas.

The contributions above show that Councils are seeking to resolve thair difficulties in
gither an independent or regional way. Whilst many initiatives are excellent examples
of localised problem solving, there seems to be a lack of industry wide communication,
or sharing of information, about successful intiatives.

Recommendation Nine

LGEA should consider the opportunities for industry wide application of the
resource sharing and the other initiatives outlined in this report.

Concluding Remarks

M3 Local Government has an opportunity through Destination 2036 fo map a course
for the future.

What i= evident from the above initiatives is a tendency for Councils to “do their own
thing to remedy what is in most cases, a national ar industry — wide difficulty

Despite their imited resources, Councils have undertaken measures to become
‘employers of choice’, resource sharers, graduate engineer developers and assat
managemeant system advocates,

There appears to be ar opportunity for greater ‘whale of industry’ thinking and action
on the issues facing local government as well as the initiatives being considerad 1o off-
=t the challenges

A3 stated earlier in this report, local government s at a disadvantage in competng in
the market for skilled employees, On the other hand, it presently retains an
advantaga by offering flexible and ‘family-friendly ‘conditions of employment.

Should this advantage disappear, scarce, skilled employees will re-assess their terms
of engagement and possibly re-consider the superior remuneration benefits of other
indusiries.
As a form of advice to the Panel for its deliberations, a General Manager offered the
following:

Vo't eliminate fexibility in order fo purswe oufcomes, don't design sfructures
that impede the owlcomes we (local government) are looking for.” - General
Manager, medium sized regional Council.
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LGEA’s response to “Revitalising Local Government” by the Independent Local
Government Review Panel and Local Government Acts Review Taskforce

Following is the LGEA’s response to the Independent Local Government Review Panel’s final paper

“Revitalising Local Government” and the Local Government Acts Review Taskforce.

The LGEA welcomes the opportunity to provide our comments on the reports before the Government

determines the direction it will take with regards to local government reform.

This response builds upon the position we have taken in our previous three submissions to the Panel and

one submission to the Taskforce, all of which we have attached for the Government’s reference.
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Introduction

The biggest challenge facing NSW local government is the asset maintenance gap and the cumulative
infrastructure backlog. If we are to address this gap and meet the backlog without wasting hundreds of
millions of dollars in ratepayers’ and taxpayer funds, we must make sure councils throughout the State are
equipped to meet this gap and redress the backlog. We must equip them with the tools to undertake the
task. The most necessary of those tools are the enabling professions on which the accurate costing, delivery

and maintenance of infrastructure depends. Key amongst these are engineers.
In the words of the Panel,

“the sheer scale of infrastructure problems threatens to overwhelm a significant number of councils.”

(page 28)

Throughout Australia, governments have lost the necessary expertise to deliver infrastructure projects. They
have become dependent on outsourcing projects to the private sector for delivery, and in many cases —
including in Local Government — lack the required amount of resources or internal skills to conduct proper
oversight. Local Government, with relatively low rates of pay when compared to public and private sector
organisations, is at a particular disadvantage when it comes to attracting technical professionals and has
become dependent on migrant engineers, who often use Local Government as a staging post to further
career opportunities. There is a resultant loss of in-house capacity and expertise and the private sector
increasingly deals with an ill-equipped client (what has become known as an “uninformed purchaser”) which

drives project delays, cost over-runs and waste.

The Australian National Engineering Taskforce (ANET)* explains: “A lack of engineering capacity within
agencies necessarily results in the outsourcing of scope and design work to the private sector. It means that
the agency becomes an uninformed purchaser and drives inadequate scope and design, which can have
severe consequences”?. 52 per cent of respondents (drawn from across sectors, public and private) to Blake
Dawson in 2008, “felt their project was not sufficiently and accurately scoped prior to going to market”?, an

increase of ten per cent from the same survey in 2006°. This caused “cost overruns (61%), delayed

! ANET is a taskforce formed by the Association of Professional Engineers, Scientists and Managers Australia (APESMA),

Engineers Australia, The Association of Consulting Engineers Australia (ACEA), The Australian Council of Engineering

Deans (ACED) and the Australian Academy of Technological Sciences and Engineering (ATSE) with the purpose of

creating a national strategy for the development of Australia’s current and future engineering workforce.

> ANET (2012), p51. Realising an Innovation Economy. ANET, Sydney.

i Blake Dawson in ANET (2012), p21-22. Realising an Innovation Economy.
Ibid.
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completion (58%) and disputes (30%)”, with “26% of the $S1 billion+ projects surveyed being more than $200

million over budget”.

The LGEA believes that in order to tackle the infrastructure backlog it is necessary to not only invest in
infrastructure, but to also invest in the technical professionals which can enable the delivery of that
infrastructure. Herein are what we believe are a range of low-cost, practical solutions which will ensure we
make the most of taxpayer and ratepayer dollars when we address the maintenance and infrastructure

backlog in Local Government.

® |bid.
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Summary of recommendations

Throughout this submission we have made the case for the following recommendations to be adopted,

namely that:

1. The Government should require that each council must have a qualified Chief Engineer responsible for
the principal oversight of the management of the council’s assets and infrastructure program. The Chief
Engineer position should be a senior staff position and must hold a qualification in a relevant discipline
of engineering, as offered by an accredited Australian university, or a qualification gained elsewhere that

satisfies the requirements of “the Washington Accord”® for recognition as a professional engineer.

2. In accordance with the recommendations of TCorp, the smaller councils or proposed Regional Joint

Organisations of Councils could share a person as their Chief Engineer.

3. The Government should introduce a requirement for all council IPR plans to be signed-off by a council-

employed engineer who meets the qualification requirements outlined in point one above.

4. The Government should introduce a Professional Engineer registration scheme, to be phased in over a
five (5) year period, whereby all engineering work undertaken on council assets must be overseen by a

registered engineer.

5. The Government should establish a Ministerial Advisory Committee to identify and oversee the
implementation of other methods through which engineers and other technical professionals are able to

be attracted and retained in industry.

® A series of agreements relating to the recognition of equivalence of professional engineering qualifications and
competence. Qualifications under this scheme are recognised as fitness to practice as a professional engineer across
the signatory jurisdictions.
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Investing in Local Government capacity to tackle the infrastructure crisis

Our members have an acute sense of public responsibility. We are pleased to see the work of the Panel
bringing attention to asset maintenance and the infrastructure backlog as these issues have troubled our
members for many years. We particularly welcome the Panel’s acknowledgement that these issues warrant

the “highest priority” (page 28).

There is no doubt that the infrastructure gap (estimated at $7.2 billion) is a large financial burden on councils
and one that requires investment to overcome it. However, the Panel’s final report appears to have reached
the conclusion that by ensuring the financial management expertise of council’s staff, the infrastructure
backlog issue will be resolved. This is simply not the case. Yes, more funds are required and financial
management needs to be sound however, financial management expertise alone will not fix the problem.
Not only do the works require money in order for them to be undertaken, councils also require appropriately
qualified and experienced technical professionals to undertake the work and/or manage its external

delivery. As the Panel has noted,

“Soundly-based, long term asset and financial plans are the essential foundations of sustainability.”

(page 35)

NSW local government has increasingly limited career paths for engineers and comparatively low rates of
pay compared to other public and private sector organisations. In an environment where competition for
engineering skills has been acute due to a national engineering skills shortage this has led to a lack of
experienced engineers working within the industry that is charged with delivering infrastructure for the
public good. Local Government must work to attract and retain adequate numbers of suitably qualified
engineers and other technical professionals. External providers —themselves often hampered by skills
shortages - cannot be expected to deliver projects on time and budget to a client who often lacks the
necessary skills to properly scope and design projects. Equally, the diminished capacity in Local Government

needs repair to allow for improved management, oversight and delivery in its own terms.

In its final report the Panel has acknowledged that inadequate investment in maintenance and renewal,
limited staff resources and a shortage of personnel with asset management skills have contributed to the
current infrastructure crisis (pages 35 & 49). The Panel notes that skills shortages are of growing concern,

and that local government needs to
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prioritise ways of attracting and retaining skilled personnel, and developing the talents of its workforce.
However, while the Panel has alluded to the engineering skills shortage, it has not offered any solutions for
helping to resolve it. Unless the industry identifies and implements real strategies that help it to build its

engineering and technical professional capacity, inadequate resourcing will continue.
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The case for a Chief Engineer

The LGEA notes that the Panel has recommended that each council have a qualified Chief Financial Officer
(CFO), (page 37). This will undoubtedly help to raise the level of financial competence within the industry;
however a CFO cannot scope, design, cost, nor manage delivery of a bridge, or any other piece of
infrastructure for that matter. They will be placed in the position of accepting private sector pricing, designs
and delivery timetables because they do not have to hand adequate technical expertise available to properly

advise them.

In order to prioritise asset and financial planning within the industry and effectively tackle the infrastructure
backlog, a council needs a Chief Engineer as much as it needs a Chief Financial Officer. A Chief Engineer, at
the disposal of every Council, is a must to ensure value-for-money is delivered, optimal solutions found and

timetables met when clearing the maintenance and infrastructure backlog.

The LGEA has called for the appointment of a Chief Engineer in every council in both our submission to the

Local Government Acts Taskforce on 29 January 2013, and our submission to the Panel on 18 June 2013.

Simply equipping all councils with a Chief Financial Officer will not be enough to fix the infrastructure
backlog — councils need not only their finances in order, but the skilled technical professionals to not only
perform the work but to be an informed purchaser of infrastructure and engineering services. The creation
of a statutory position of Chief Engineer would ensure that appropriately qualified people are involved in
decision-making processes, helping councils to reduce costs and potential waste by assisting them to
become informed purchasers of infrastructure and infrastructure services. While the competences of both

occupation sets have financial management implications, they are distinct.

The Panel’s final report is again replete with examples of how improved financial performance and improved
asset management planning are considered inseparable. One without the other is not sufficient to ensure
effective asset management planning. In its final report the Panel stated that asset management planning
must be prioritised, and that long-term asset and financial plans are the essential foundations of

sustainability for the industry (pages 34-5).
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The LGEA submits to the Government that requiring councils to appoint a Chief Engineer will provide for

more efficient infrastructure investment and asset management through:

e Helping councils to better develop project scope documents (the fundamental objectives of projects)
which will in turn assist to avoid / minimise cost overruns, delayed completion and contractual disputes.

e Councillors being able to obtain better advice in relation to infrastructure projects that are being
submitted for their consideration by senior management representatives thereby assisting them to
make better informed decisions in relation to their spending decisions.

e Assisting in making the best use of councils’ scarce resources. In its report “Better, Stronger Local
Government” in November 2012 the Panel said that tackling the infrastructure backlog will “require
continued efforts to make more efficient use of available resources”, and that, “the underlying issues of
local government revenues and the limited technical capacity of many smaller councils must also be
addressed” (page 20).

e Enhancing public safety. As well as ultimately bearing the costs of projects being delivered late and over
budget there are also serious risks to public safety for councils that lack engineering capacity at senior
levels within their organisation structure. The consequences of engineering failure resulting from the
poor scoping or design of projects can be devastating. Appropriately qualified and experienced
engineers employed in senior positions are vital to ensuring that an adequate focus remains on asset
management so that tragedies such as those that have been seen in local government and other
industries are avoided.

e Ensuring that the asset management plans reflect the engineering fundamentals in addition to the

financial fundamentals as overseen by the proposed Chief Financial Officer.

The creation of a statutory position of Chief Engineer would also help to elevate the profession within the
industry, and provide an enhanced career path for engineering professionals. This could only improve the
industry’s attraction and retention rates of engineering and technical professionals; a goal that the Panel has

said deserves a high priority (page 57).

Local government is not alone — other industries have also been grappling with the need to become
“informed purchasers” in order to avoid waste, and to develop clear career paths for their engineers in order
to boost attraction and retention rates. The creation of a Chief Engineer position as a way of helping to
address these needs is not a unique proposal. In NSW all of the electricity distribution state owned

corporations have in recent times
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created the position of Chief Engineer in their organisation structures. And, the recent federal Senate inquiry
into the shortage of engineering and related employment skills recognised that in-house engineering
expertise within the Australian Public Service was lacking’, and recommended “the government consider
creating senior technical engineering roles in the Australian Public Service”. The Inquiry added, “This
measure would ensure that highly qualified technical engineers may continue to build upon specialist

knowledge while enjoying career progression in the public sector”®.

The LGEA submits that the position of Chief Engineer should be a statutory position that is created by an
amendment to the Local Government Act requiring all councils and the proposed Joint Organisations of
councils to include the position of Chief Engineer in their organisation structure. In our submission to the

Local Government Acts Review Taskforce we made the following key points:

e Given the massive infrastructure backlog that is currently faced by the industry it is not appropriate
for the Local Government Act to remain silent on the issue of qualifications. Direction must be
provided to councils to ensure that they employ appropriately qualified engineers at a senior level so
that councils maintain a focus on infrastructure delivery and maintenance.

e Amending the Act will help to address the issue of the limited technical capacity of councils and the
inefficient use of costly engineering consultants to bridge skill gaps which exist within council

organisation structures.

While our proposal to reinsert a qualification requirement into the Act in some ways is reminiscent of the
statutory regime that existed prior to the current Local Government Act, it is important to note that we are
not advocating a return to the previous Town Clerk / Shire Engineer model. Our submission is that the
position of Chief Engineer is to be a senior staff position insofar as it will report directly to the council
General Manager. We are not advocating that it be identified as being equivalent to the position of General

Manager within the council organisation structure.

’ The Senate Education, Employment and Workplace Relations References Committee (2008), p7. The shortage of
engineering and related employment skills.
¢ Ibid, p60.
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The IPR framework

Throughout its final report the Panel notes that securing local government’s financial capacity and
sustainability is the fundamental pre-requisite for all other moves to enhance its strength and effectiveness.

In Part B: Finance and Governance, it is noted that a medium-long term strategy is required, one that:

“..combine(s) fiscal discipline with improved financial and asset planning, accelerated increases in
rates and charges where required, redistribution of grant funding, and improved efficiency and

productivity. (page 34)

As the Panel acknowledges, the introduction of the IPR framework in 2009 has made a useful start on that
goal. Both the final report of the Panel and the Acts Taskforce recommend that IPR be given more
prominence both within the Local Government Act, and within the industry as a whole. We support that
concept. Improved asset and financial planning, as we have already highlighted, are the essential

foundations of sustainability for NSW local government.

The Panel has concluded that many councils across NSW have been having difficulty in meeting the asset and
financial planning requirements of IPR, and has recommended revised requirements for Delivery Programs,
so that they accurately and fully reflect the provisions of its asset and financial plans (page 35). The Panel has
also noted that the difficulties that councils have faced in meeting the asset and financial planning
requirements of IPR can be linked to limited staff resources and a shortage of personnel with the necessary

asset and financial management skills.

The LGEA submits that simply introducing more rigorous guidelines for Delivery Programs (page 35 and 37)
will not equip councils to overcome the hurdles they have been facing with regards to IPR and the
infrastructure backlog. As the Panel itself has concluded, these difficulties have been created in part due to a
lack of qualified staff to undertake the necessary planning work. Without a strategy to overcome the staff
shortage issue, the proposed changes to planning will simply stretch an already strained workforce across

the industry, and exacerbate the existing problems.

Any strategy that seeks to improve the financial and asset planning capabilities of councils must include a
consideration of the resources required to undertake that strategy. In this case, the question is how local
government can address its shortage of personnel with the necessary asset and financial management skills

to enable it to effectively improve its long term asset and financial planning.

11
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The LGEA submits that if councils are to be subjected to more rigorous IPR guidelines, then the qualification
requirements of the staff who undertake the IPR work should also be more rigorous. In short, the LGEA
believes that the Panel should introduce a requirement that all IPR plans must be signed-off by a qualified
engineer. If the Panel acknowledges, as it has, that the current infrastructure backlog has been brought
about in part due to a shortage of appropriately qualified staff, then it must address this issue in its proposed

solutions.

A requirement for all IPR plans to be signed-off by a qualified engineer would bring more rigour to the IPR
framework and address the concerns raised that the current infrastructure backlog has been created in part
by this work being undertaken by staff without the necessary qualifications. This requirement would also
help to elevate the role of engineering within the industry, which the LGEA argues is necessary if NSW local
government is to be able to attract and retain an increased number of suitably qualified engineers and

technical professionals into the industry.
Recommendations

e The Government should amend the Local Government Act to require each council to have a qualified
Chief Engineer responsible for the principal oversight of the management of the council’s assets and
infrastructure program. The Chief Engineer position should be a senior staff position and must hold a
qualification in a relevant discipline of engineering, as offered by an accredited Australian university, or a
qualification gained elsewhere that satisfies the requirements of “the Washington Accord” for
recognition as a professional engineer.

e In accordance with the recommendations of TCorp, the smaller councils or proposed Regional
Organisation of Councils could share a person as their Chief Engineer.

e The Government should introduce a requirement for all IPR plans to be signed-off by a council-employed

engineer who meets the qualification requirements outlined in point one above.
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A better regulatory framework for engineers

The LGEA believes that the Government must address the issue of the industry’s shortage of appropriately
qualified staff in order to adequately tackle the bigger issue of the infrastructure backlog. Ensuring that work
on council assets and infrastructure is undertaken by appropriately qualified staff can only lead to better
solutions and improvements in long term asset planning. And allocating clear roles and career paths for
engineering professionals can only lead to an improved rate of attraction and retention of these individuals

within the industry.

In Queensland, the Professional Engineers Act 2002 provides for the registration of professional engineers to
practice in Queensland. The Act prohibits persons who are not registered as a professional engineer from
providing professional engineering services. The only exception to this is for individuals who practice under
the supervision of registered professional engineers registered in the same area of engineering. Registration
as a professional engineer of Queensland (RPEQ) is a recognition of the qualifications and competencies of

an engineer.

One of the guiding principles behind the Professional Engineers Act 2002 is to protect the health and safety
of the community by ensuring only appropriately-qualified and competent persons provide professional
engineering services. This is a reflection of the significant level of risk that exists in the provision of
engineering services. These include risk of harm to the public and risk of financial loss resulting from
construction failure and operating inefficiencies. These risks exist throughout the life cycle of an engineering
project from design, construction, operation and maintenance through to demolition. There are risks to
public safety and risks of high financial costs if engineering services are not provided by competent and
qualified persons — impacts that are currently being felt by NSW local government in the current engineering

skills shortage.

With the above in mind, the LGEA submits that the Government should introduce a Professional Engineer
registration scheme, modelled on the Queensland approach. That is, engineering work undertaken on
council assets must be overseen by a chartered engineer. Such a scheme would bring a higher degree of
rigour to the asset planning work of councils, and ensure a strong career path for professional engineers in

NSW local government.

We support the implementation of a registration scheme in New South Wales on the basis that it helps to

protect the community who rely upon local government infrastructure. Obviously the scheme will need to
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be phased in over an appropriate period of time. We believe that such a scheme should be established on
the basis of fair cost recovery. A survey by Professionals Australia of its engineer members found that the
vast majority supported registration for engineers, with costs being levied at below $500 for initial
registration. As such, competition between assessment entities such as is provided for in Queensland is

vital.
Recommendation

e The Government should introduce a Professional Engineer registration scheme, to be phased in over a
five (5) year period, whereby all engineering work undertaken on council assets must be overseen by a

registered engineer.
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Taking the lead to tackle the infrastructure crisis

The engineering skills shortage and the infrastructure backlog require government leadership to solve it. At
the moment there is no mechanism to ensure that demand for engineers is being met by supply and we are

producing only approximately one third of our engineering needs domestically®.
At page 57 of its final report, the Panel makes the following statement:

“Skills shortages are of growing concern and in a highly competitive labour market local government
needs to give a high priority to developing the talents of its workforce and finding new ways to

attract and retain skilled personnel.”

The Panel goes on to note that this issue has been addressed in the National Local Government Workforce
Strategy recently released by ACELG and LGMA, as well as through Destination 2036 processes. The LGEA
maintains that this alone is not enough and that the Government itself should specifically address the
engineering skills shortage by calling for the industry parties to develop strategies to attract and retain

engineers in the industry.

In its recommendations the Panel suggests the development of a NSW Local Government Workforce
Strategy. The LGEA submits that this Workforce Strategy should include a particular focus on the engineering
skills shortage, and that a Ministerial Advisory Committee should be established, which could identify
strategies which are specifically designed to attract and retain engineers and other technical professionals

within local government.

A Ministerial Advisory Committee would be able to identify various programmes and strategies, including
cross-council and regional approaches, through which the industry would be better able to compete for
scarce skills in the broader labour market. Examples of strategies the Committee may consider would be
how councils could be supported and encouraged to engage engineering cadets, or how councils could

“grow their own” engineering workforce through the up-skilling of current technical staff.

Andre Kaspura (2013). The Engineering Profession, A Statistical Overview.

https://www.google.com.au/url?sa=t&rct=j&qg=&esrc=s&frm=1&source=web&cd=1&ved=0CCqQFjAA&url=https%3A%2
F%2Fwww.engineersaustralia.org.au%2Fsites%2Fdefault%2Ffiles%2Fshado%2FRepresentation%2FStats%2F2013 statis
tical _overview_australia.pdf&ei=7i86U56eEI-ZIQXD7YHgDw&usqg=AFQjCNGt EQx8BQV1n9du-M6shaenD-
Bow&bvm=bv.63934634,d.dGI
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The Legislative Assembly’s Economic Development Committee recently conducted an Inquiry into the issue
of skills shortages in NSW and earlier this week delivered its report to parliament in which it set out a series

of relevant recommendations and findings. Key amongst those as it relates to this submission are:

“Recommendation 7
The Committee recommends that the NSW Government recommend to the Commonwealth
Government the introduction of an organised work experience and workplace advice program for skilled

migrants as a stepping stone to finding full employment.

Recommendation 21
The Committee recommends that the NSW Government implement programs to streamline business

succession planning, and skills transfer from retired workers.

Recommendation 22
That the NSW Government implements programs to provide greater cultural and social support to skilled

migrants relocating to regional communities”*.

These recommendations are welcome. Local Government, particularly in regional areas of New South
Wales, is disproportionately reliant on international graduates. Many of these individuals thrive in their new
environment however more can be done to make their transition more smooth. Commensurately, the
engineering workforce is ageing and due to the constraints imposed by inadequate workforce development
and resultant skills shortages, little transfer of knowledge is occurring. Retaining the knowledge of
experienced professional engineers and that of the engineering workforce more broadly in regional areas,

are key issues worthy of examination.
Recommendation

e The Government should establish a Ministerial Advisory Committee made up of relevant parties to
identify and oversee the implementation of other methods through which engineers are able to be

attracted and retained in industry.

10 Legislative Assembly Committee on Economic Development (2014). Skills Shortages in NSW.
http.//www.parliament.nsw.qgov.au/Prod/Parlment/committee.nsf/0/ef8a635be9f5b23bca257ca7000ee0fc/SFILE/Repo
rt%20No0%202%2055%20-%20Skill%20shortages%20in%20NSW.pdf accessed 2 April, 2014.
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Additional comments on other recommendations from the Panel and Taskforce

Amalgamation
Council amalgamations may help bridge the infrastructure backlog by building organisations of a scale and

scope that are better able to deliver engineering services and manage infrastructure programmes. Our policy
on amalgamations is that we will be guided by members at the councils involved as to whether a particular
merger proposal has merit. We will only support an amalgamation where our members will not be
disadvantaged and where the proposed amalgamation will lead to better resourced councils that are better

placed to resolve infrastructure issues in the communities involved.
The LGEA Committee of Management has resolved the following policy in relation to council amalgamations:

Council amalgamations are not automatically beneficial for local government communities. Nor are
all council amalgamations necessarily to be opposed. Each amalgamation proposal must be assessed

on its merits.
The LGEA will support amalgamations which:

1. Result in a better resourced Council that can sustainably manage the community’s infrastructure,

2. Improve the strategic capacity of the Council, particularly the ability to undertake long term
planning for the community,

3. Protect the job security of LGEA members by retaining current employees who want to stay with
the new Council,

4. Lead to better jobs for LGEA members eg by improving career paths and opportunities for
advancement and ensuring manageable workloads,

5. Provide just compensation for members made redundant as a result of the amalgamation.

The LGEA will not support amalgamations that do not have these essential features, unless the
majority of members affected by any particular amalgamation proposal advise the Committee that

there are special local factors which would justify our support for such an amalgamation.

Regional ‘Joint Organisations’ of Councils

We note the Panel’s recommendation that additional options for local government structures be considered,

such as the proposed regional ‘Joint
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Organisations’. In principle, the LGEA is not opposed to these additional structures, and can see the value in
increased resource-sharing and joint planning, particularly in regional areas. However, from our perspective
it is vitally important that the creation of such entities is not undertaken in an effort to, amongst other
things, avoid obligations arising from either the Local Government Act, or the Local Government Award. As
such we support the Panel’s recommendation that these organisations be formally established under new
provisions of the Local Government Act as well as its recommendation that they should be subject to

coverage by the Award.

The proposed new structures throw up a host of other issues that will need to be carefully considered prior
to their implementation. Therefore, we suggest that if the Government decides to adopt this particular
recommendation of the Panel then it should first establish an Industry Working Party including all relevant
industry parties to identify the various matters that would be associated with the formation of such
organisations. Given that these organisations are likely to have a focus on regional infrastructure assets we
would have a particular interest in being involved on such a working party. We also agree that it would be
prudent to trial the proposal in a pilot region as proposed by the Panel at page 82 of its report in the first

instance.

Employment related sections of the Local Government Act
We note the recommendation of the Acts Taskforce that the Act be streamlined and focused on IPR as its
central framework (page 36). The LGEA generally supports this recommendation, and the recommendations

regarding moving some of the employment-related sections of the Act into the Local Government Award.

Other key employment-related sections of the Act would also benefit from review, as outlined in our January
2013 submission to the Taskforce (attached). A summary of the key areas of our submission regarding this is

contained below.

Section 333 — Re-determination of structure

The current requirement that councils re-determine their organisation structures within 12 months after any
ordinary election of the council is in our view unnecessary and often a waste of council resources. Instead
we propose that the current section be amended to provide that organisation structures must be re-

determined during each term of the elected council.
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Section 338 — Senior Staff Contracts

The LGEA calls for the removal of the requirement for senior staff to be appointed to fixed term contracts.

The Act provides that senior staff may be employed under a contract which is:

e performance based,
e for afixed term of no more than 5 years, and
e amodel contract approved by the Director General of Local Government.

The model contract allows an employer to terminate the employment of a senior staff member:

in circumstances where summary dismissal is justified,
if the employee is incapacitated,

if the employee fails to meet performance requirements, and

P W N

for any other reason.
Given the above provisions of the model contract the LGEA contends that no further safeguards are required

and that there is no need for senior staff to be appointed to a contract which is for a fixed term.

The fixed term provision is superfluous and creates unnecessary complications in the employment

relationship. The examples below are from real cases involving LGEA members.

1. The model contract has convoluted renewal procedures relating to offer and acceptance of a new
contract. The failure of either party to meet time/date obligations under these procedures regularly
leads to disputes.

2. Senior staff can be offered a 5 year contract by a General Manager shortly before the General
Manager leaves the Council, creating complications for the incoming General Manager.

3. If a Council is restructuring and reducing the number of senior staff, it is perceived that those whose
contracts are close to expiry are more likely to be terminated than those with longer contracts,
regardless of merit.

4. On the other hand, some General Managers with pending restructures believe they can’t offer a
new 5 year fixed term contract to senior staff whose contracts are about to expire, and their inability
to do so means that their Council can be at risk of losing a valued staff member to another Council
where a 5 year contract is on offer.

The LGEA submits that there are no commercial imperatives for fixed term contracts where the employer

has all the other safeguards that are
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available under the Local Government Act and model contract. Where employers have similar safeguards in
the private sector, fixed term contracts are generally restricted to positions reporting directly to the Board of

Directors or where the employment is for a project limited by time.

Section 340 — Exclusion of Industrial Arbitration for Senior Staff
The LGEA calls for the removal of the exclusion from industrial arbitration of senior staff for the purposes of
resolving disputes that arise in relation to the implementation and interpretation of the model senior staff

contract.

Presently the Act provides that any matter arising from the employment of a senior staff member is not an
industrial matter for the purposes of the Industrial Relations Act 1996 (NSW). This has meant that in order
to resolve a dispute involving a senior staff member the parties have had to pursue costly, inefficient and
overly legalistic avenues in order to seek a remedy. More often than not, the costs of seeking the outcome

are greater than the value of any claim to both parties.

In contrast to the costly and inefficient process involved with pursuing damages for breach of contract and
other claims, we submit that the NSW Industrial Relations Commission provides a cheap, convenient and
experienced jurisdiction for the resolution of disputes involving senior staff members. Opening up access to
the Commission to senior staff for the purposes of dispute resolution and contract interpretation would in
our view be a very effective way of helping to avoid protracted and financially crippling contractual disputes

involving senior staff members of councils.
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Conclusion

The LGEA is grateful for the opportunity to provide our comments on the reports before the Government

determines the direction it will take with regards to local government reform. We recognise the need for
industry reform and encourage reforms that seek to help resolve the industry’s cumulative infrastructure

backlog. We believe that it is vital that skills and qualifications are recognised and that steps are taken to

ensure that the industry has the expertise and knowledge required for the efficient delivery of safe and

effective infrastructure to our communities.

We are keen to continue to play an active role in the reform process and would welcome the opportunity to

further address the issues we have outlined or to provide any further assistance as required.
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