Public budgeting as if Norfolk Islanders were beggars

The most powerful memory that I carried away from the videoed interrogation of the Council’s
Interim Administrator by Senators at the 13 February Senate Estimates was the absence of any
rationale for deciding on the shares of the Island’s public budgets to be borne respectively by
Australia and the local community. In the absence of any settled formula, every bid for
Commonwealth funding, whether for capital works or maintenance, can be portrayed as begging
by a mendicant local community unable to fund itself.

Which is nonsense, of course. There isn’t a local government in the remote parts of the Australian
continent that is self-supporting or ever can be. Indeed, even the Australian states are not self-
supporting — at least not since they surrendered their right to levy income taxes to the
Commonwealth during the exigencies of the Second World War. The Commonwealth collects a
larger share of public revenues than it spends and so annually makes both general and special-
purpose grants to the states.

As I mentioned in my column on 2 July last year, “A recent report by the Queensland Auditor-
General concluded that 45 councils (~60 per cent of the sector) are still at either a moderate or a
high risk of not being financially sustainable ...Let’s think about this. More than half of local
governments in Queensland have been deemed at risk of becoming financially unsustainable, but
their councils have not been dismissed for budgetary shortfalls”.

Now let’s consider Norfolk Island’s situation, the airport for example. It would be ridiculous to
expect a community with only about 2000 souls to fund an international airport. This is not a
facility that can be financed from tourist income: it is a jigsaw piece in Australia’s geopolitical
strategy.

On the continent, local governments fund local roads and a range of local services. But central
governments fund arterial roads, the telecommunications network, the electricity generation and
transmission network and a range of other public infrastructure.

To decide what proportion of the public expenses should be raised locally and what should be
granted from Australia will always ultimately end as a political exercise, but it is amenable to
rational analysis. Analysis can be based on previous Grants Commission reasoning, some tried-
and-true principles of taxation, experience in other remote communities ... and above anything
else, respectful dialogue with the leaders of Island opinion.

This should not be all that difficult. After all, it was done previously. Schedules 2 and 3 of the
Norfolk Island Act 1979 specified 41 functions to be discharged by the Norfolk Island
Government and four by the Commonwealth. When those provisions was repealed, that anchor
point for budget deliberations evaporated.

The interrogation by our independent Senator David Pocock and NSW Greens Senator David
Shoebridge also touched on the inconsistencies in the Interim Council Administration’s approach
to some items of expenditure such as clerical services which are targeted for austerity and other
items such as travel and accommodation for visiting officials which seem to escape austerity.
Again, the sphere of public expenditure known as corporate overheads is amenable to rational
analysis and dialogue, but I couldn’t see any evidence from the video of either thoughtful analysis
or respectful dialogue by the administration.

There is a deep question here. If there is no transparent formula for assigning fiscal responsibility
for this-and-that to respectively, Australia or the Island’s community, then there can be no
credible basis for accusing the Island community of being profligate, or unable to pay its way,



or incompetent to handle finances. There can also be no basis for imposing arbitrary financial
targets.

There is an even deeper question. All over the world, the transition from a local craft economy
based upon shared exchange and simple overheads to a monetised industrial economy has been
problematic, with Papua New Guinea being a classic case close to Australia’s home. When
Australia determined in 2015 to mainstream Norfolk Island’s low-cost economy into the high-
cost, high-risk, high-debt monetised Australian one, it should have foreseen the difficulties and
negotiated a strategy to ease the conversion. Or to abandon it as likely to cause more disruption
— and expense — than it was worth.

From the above principles, one would expect that an incoming administration of even basic
administrative competence would immediately consult with Island leaders to frame a submission
to our parliamentary representatives and Ministers outlining a formula for budgetary
responsibility for (say) the next 10 years, identifying major (once-in-a-generation) infrastructure
upgrades, routine capital works and routine maintenance. Such a submission should simplify
subsequent annual budgetary deliberations and reassure the Island of the Interim
Administration’s good-faith willingness to progress the interests of the people that it was
appointed to serve.

I would be pleased to be corrected by either the Interim Administration or Island leaders, but it
seems that this dialogue and analysis have not happened, so the Island is condemned to years of
arbitrary cutbacks in the name of financial sustainability, and if anything is worse, to being
labelled as perpetual beggars.
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