The Issues Paper is deficient in several respects and these problems all seem to
stem from the fact that the authors of the Issues Paper are not familiar with the
Australian literature on the economics of Australian local government.

For example, the discussion on 'Factors influencing expenditure and revenue
raising' (pp.24-26) does not (a) correctly identify all the factors that affect costs
and revenues; and (b) cite literature relevant to the study of these factors.

() For instance, the discussion completely ignores cost shifting and function
shifting; its authors seem unaware of the cost disabilities arising from distance,
demographic influences and the like, despite an important literature on these
issues.

Similarly the discussion of structural reform under this section seems completely
unaware of factors apart from scale economies, like scope economies,
administrative capacity, etc.

(b) The authors are obviously not aware of the academic and industry literature
on these factors.

At the very least, the authors should have consulted (and cited) the following
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My colleagues and | at the UNE Centre for Local Government have spent the
past 12 years working on the economics and finance of Australian local
government.

We would be happy to assist PC researchers to acquire familiarity with the
relevant literature and make other constructive contributions to the Inquiry.



