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The CHAIRMAN — | declare open this hearing of the Economic Development Committee, which is
hearing evidence today in relation to itsinquiry into structural changesin the Victorian economy. | advise all
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present at this hearing that all evidence taken by this committee, including submissions, is subject to parliamentary
privilege and is granted immunity from judicia review pursuant to the Congtitution Act and the Parliamentary
Committees Act.

We welcome Mr John Costello and Mr Denis Gallagher. Cr Don Chambersisonthelist.
Mr COSTELLO — We had him down for 1.45, after us.

The CHAIRMAN — We will see him shortly. We have al met you. We want to welcome you. How we
usualy run our hearingsisfor the witnesses to make an opening statement and then we ask some questions, so |
propose to do that now and when Cr Chambers joins us we will continue on. Again, welcome and over to you.

Mr COSTEL L O — Following on from the letter we wrote back in April — —
The CHAIRMAN — And we thank you for sending that to us.

Mr COSTELLO — No problems. It specificaly addressed the issues raised in the information you sent
out at thetime, and | thought we would quickly add alittle bit to that. The first section dealt with theimpact on
banking. Certainly the Shire of Indigo has gone through the issue of having the banks pull out. We have aso had
the opposite to that, where we have taken certain actions to overcome that situation. Y ou asked before what WAW
stands for. That was an amalgam of credit unions between Wodonga—Albury—Wangaratta, and the council has
worked with WAW to try to restore banking services. We were probably doing that before Bendigo Bank started its
community banking, so we have acommunity bank in a couple of our locations.

The downside of banks being closed has had a big effect. For example, the banks pulled out of Y ackandandah and
no banking facility at all was|eft in that town. We then did aded with WAW, which has comein as part of the
council service centre and hel ped the structure of the service centre as well as providing banking facilities. To give
some anecdota evidence, thelocal newsagency used to bank with WAW. The gentleman who owned the
newsagency sold his businessto another fellow who banks with the National Australia Bank and now takesdl his
money to Wodonga. That meansthelocal town does not have any small change, WAW has had to get change
ddivered to thetown. So aprivate guy istaking it out and the organisation hasto organise to bring it back in, which
isaninteresting twist to it dl. That isabasic example of what other problems within the community changesto
banking can lead to.

The effect of the closure of the Commonwealth Bank in Rutherglen about two and a haf years ago was thought to
be worse than it ended up being in that there was only one automatic teller machine (ATM) in Rutherglen. A lot of
tourists come here and they are very much used to accessing ATM facilities. After alot of talk it was decided to
leavethe ATM here. The bank sold its premisesto a plumber, of al people, who now leasesthe ATM and itsarea
back to the Commonwealth Bank, so that has helped out on that side of things. The other downside of that isthat a
number of businesses | am aware of in Rutherglen now bank with the Commonwealth Bank branch in Corowa, so
they drive over to Corowa. It isnot that far — it takes 15 minutes to drive over there— and while they arethere
they do their shopping. So thereisthe flow-on effect of people no longer wandering down to do their banking here
and buy their groceries or whatever. It is certainly awider issue than having one type of facility closing. There are
flow-on ramifications. In our letter we called it the multiplier effect. It is difficult to quantify but we certainly know
it exists.

On postal communications, again in our letter we said we are delighted that postal services throughout the shire
have increased as aresult of the introduction of better business practices and even the privatisation of some
operations. The council usesalot of postal agenciesfor the collection of rates and other payments, so collectively
that has strengthened perhaps not the mailing services but certainly other services operating out of those agencies.
The downsideisthat by offering greater avenues for peopleto pay their council servicesthrough agencies such as
the post office the council’ s collection costs have increased, so we are probably subsidising some of those agencies
to provide that service.

The shire has very good freight logistics. Many small freight companies are operating out of the major centres of
Wangaratta and Wodonga and picking up freight in this part of Victoria, so we are probably not disadvantaged by
any downturn in freight services through postal outlets. Rather the converseisthe casein that private industry has
picked it up and we probably get a better service coming through our towns severa times aday.

Thereis considerable anecdotal evidence around about the problems caused by council amalgamations. Four
councils— Rutherglen, Chiltern, Y ackandandah and Beechworth — were ama gamated into one. Our main
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headquarters are at Beechworth and alarge office operates out of Y ackandandah because the council operationis
split into two. We run aprovider and client service, which many councils have stopped doing. It was born out of
the amalgamation and the compulsory competitive tendering (CCT) process. We have kept it going and —
probably unusually — we have a service arm that will provide about $10 million or $11 million turnover this yesar.
About $5.5 million of that comes from council services and the rest comes from private business, so out of
adversity we have, probably by setting that up, expanded the work force in Indigo shire.

We have some economies of scale. For instance, in waste management our normal wasteis collected by Cleanaway
as part of alarge contract involving five other councils, but our own group does a certain amount of that. It also
does waste management at Falls Creek and Mount Buller. Our group used innovative technology to do the contract
up there better, and that technology has now been introduced into anew transfer station here in Rutherglen. So out
of the necessity to establish that provider arm we have gone from strength to strength. A lot of peoplein the
community do not appreciate what is going on there, but when you sign 300 group certificates for an organisation
you rediseit isvery different from anormal council operation. One day when you have moretime | will tell you
more about it and give you the sales pitch. We might be able to do something for you in your backyard! The
council officesin Chiltern and in Rutherglen were closed as aresult of amagamation, and the community sees
having no council presence here asared downside. We would argue that there is a strong council presence here,
but the community certainly thinksthereis not.

The other impact, which is becoming a much more vocal issue in the shire, isthat the council no longer purchases
locadly. We certainly purchase some things locally, but to use Rutherglen as an example, alot more at the very
small level was purchased localy when the shire office was here. The morning teawould have been bought down
at the supermarket or abit of stationery at the newsagency and things like that. We certainly do not do that any
more. We tend to bulk purchase our stationery and printing needs. Morning tea— well, the officeisin Beechworth
so we do not run down to Rutherglen to buy the cakes, we buy them at the Beechworth Bakery rather than at
Rutherglen. At avery low level you can see the impact of not having our municipal office here. Because we are a
bigger operation we tend to deal with bigger companies and get bigger economies of scale through that, so thereis
adownsidein that council does not spend locally. We try to mitigate that by giving loca s the opportunity to quote
on goods, but unfortunately quite often they aretoo far out of the bal park for usto look after them versuslooking
after the whole community. That places pressure on the council and is an outcome of having a bigger body

operating.

The other interesting point — | do not know whether anyone el se has mentioned this to you — is that because we
now have alarger, centrally-located municipal office most of our staff seem to travel alot further to get to work.
Many of our staff livein either Wodonga, Albury, Wangarattaor Myrtleford instead of in our shire. Part of that has
come out of the municipal amagamation process where people took a breath and said, ‘Blow it. | will stay living
where | am and | will travel to work’, rather than shifting to the town where they work, which was probably the
casein the older days when there were many more councils around. Whether it is because of issuesto do with job
security, family or whatever, people prefer to travel to their offices rather than moveto live where their offices are.
Again that has a negative multiplier effect. If they are not living and working locally they are spending the money
they earn in thetown wherethey live.

The public transport issueis again not abig issue because public transport has not changed much in recent years.
We logt our railway servicesin what | will call the southern part of the shire across Beechworth and

Y ackandandah — they went way back in the 1950s and 1960s— and we were faced with avery small level of bus
service. | must admit that the bus service for Beechworth is quite good; it is not so good for Y ackandandah. The
main Hume corridor runs through this side of the shire and the train service stops at Chiltern — you can hail the
XPT or the other train servicesthereif you want to. Bus services also come up through Wangaratta, Rutherglen and
Corowa.

The problem we have with public transport isthat it is very difficult to get from Rutherglen to Beechworth.
Because of the way our towns are situated you do not go across the Hume Freeway, you run parald toit. For
instance, if you want to come to an appointment in Beechwaorth from Rutherglen you go either to Wodonga and
down to Beechworth or to Wangaratta and back up to Beechworth. That isan issue. If we could get V/Line or one
of the bus servicesto operate across the shire it would have a positive effect on our communication..

On employment services, again we do not have any Commonwealth Employment Service office or anything to
replace it. We go to Wangaratta or Albury-Wodonga for those services, which again isvery much linked to public
trangport. Quite often the people who want to avail themselves of those services might be the same people who
want to avail themselves of public transport so they have the problem of physicaly getting to those services
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because they run parallel to the Hume Freeway rather than crossit, so that isadowner. The council has not
attempted to get an employment service operating in the shire, but it has attempted to help people access the public
transport system by having volunteer driver services, with which | think you would be familiar. We fund about five
cars across the shire. They are based in various communities and we have volunteer driversfor them. That goes
some way towards helping people access the transport servicesthey need. That isjust aquick outline, running
through what we wrote back in April and adding abit of anecdotal comment.

The CHAIRM AN — Thank you very much. Y ou have mentioned afew downsides of amalgamation;
what are the upsides? Y ou mentioned economies of scale and | am wondering if you are into the area of economic
development; could you talk about those two issues?

Mr COSTELLO — | am afirm believer that local government restructure has brought benefitsto the
state. | do not resile from that comment whatsoever. | have worked in loca government for nearly 30 years. | went
right through several attempted amalgamations way back plus what has happened now, and | have seen the impacts
before and after. On economies of scale, our administration costs are less than they were with the four previous
councils. Interestingly enough, though, while they might be only marginaly less, the standard we are operating at is
alot higher than the previous administrations' standards were in the area.

We went through a difficult period of public relations because of the amal gamation issue but my staff and | have
worked very hard, certainly in thetwo and ahdf years| have been up here, cementing a stronger relationship with
the community and we are seeing the results on the board through the customer satisfaction surveys, et cetera. It is
probably alittle bit easier now to go out and do bigger jobs. We have aregiona waste management contract and
now with Cleanaway having to deal with only one council instead of four that will be reducing their contact costs
with us and vice versa. That would be avery simple example of economies of scale.

We have afull recycling service now through that arrangement. We have just this year extended our waste
management recycling service into the rural areas. Some people have had alittle bit of angst about that over the
extramoney they have to pay becauseit isrun on a user-pays concept, but from an environmenta point of view it is
working very well. Previoudly, with the four councils, they would not have even attempted to do that. Mr Gallagher
might like to comment on that, because he was the engineer here at Rutherglen at the time.

Mr GALLAGHER — | was at Rutherglen for 16 years, which is dobbing myself in, but | remember that
15 yearsago | cameto rediseit was uneconomical for smal councilsto develop landfills and the like and run them
according to the proper standards. | remember trying to get support from Victorian municipaitiesfor ajoint
collection service because | knew that was the only way we could afford mobile bins, for instance. | could not get
anybody to get their head out of the sand. | finished up with ajoint contract between the shires of Corowaand
Hume over theriver and Rutherglen. It isinteresting to note that our current contract relates to the shires of Albury,
Wodonga, Hume, Corowa, Towong and Indigo — that is, three from each gtate. | think that since amagamation
they are alittle more broad-minded in their viewsin terms of what they will and will not consider.

Mr COSTELL O — Ancther issueistown planning. None of the previous municipalities that made up
Indigo had aquaified town planner or board. We may be abit luckier than some municipalities because we have
three operating in Indigo at the moment. They operate under our service arm. We actually provide planning
servicesfor Towong and alittle bit for Moira, so we are spreading ourselves out. We have the ability because of
our size and our methods of operation, et cetera, to attract very good staff. Planning isavery good example of that
because alot of councils cannot attract town plannersto rura areas, and we have three.

The CHAIRM AN — Can you mention economic development, which was the second part of my
question?

Mr COSTELLO — Yes. We run an economic development unit which deals with economic
development and tourism because in this part of the state tourism is economic devel opment — not on its own, but it
makes up alarge part of it. We have about five people working in that department, and they work very much asa
cohesive unit. They spread themselves across the whole of the shire. We have a very strong relationship with the
Alpine shire. The Murray to Mountains Rail Trail, for instance, is one of our pet tourism projects at the moment.
Wedo alot of work with Legends, Wine and High Country as part of the Jigsaw Puzzle marketing operation. Five
people are now dedicated to that work across the four former shires; the previous shires did not have that sort of
ability.

We now have a cohesive unit operating and spreading themselves wider into Wodonga and working with
Investment Albury Wodonga over the river there, and a so working with legends wine and high country. Working
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with Wangaratta and the Alpine shire directly isagreat benefit. We can put better resourcesinto that than we could
previoudy because there are dedicated people doing dedicated tasks. We do not have ajack-of-al-trades and
master of none; we now have some mastersin there.

Mr BEST — Y ou mentioned community perceptions a couple of times. Y ou have spoken about the
benefits of and some of the issues associated with amalgamation. How has the community perceived
amalgamation?

Mr COSTELLO — | think they perceive it negatively. Again, the presence of the council isoneissue we
keep hearing— that is, that the council does not have a presence any more. We can prove it does have a presence,
but people perceive that they have not got someone on their back doorstep al the time whereas they might have
had before. Road maintenance is a good example. We do road maintenance in selected areas on arotationa basis.
We probably put more hours of grading now than was done before but we are not in an areadl thetime; we are
there for two months and then we do not go back for four or five months. The community’ s perceptionisthe
biggest issue. If you went to the community and said, ‘ Give us somered live examples of where there hasbeen a
disadvantage’, what you would be hearing about is more that perception than hard and cold facts.

Mr BEST — What about rate notices on rateable properties? How has issue affected your congtituents?
Have rates gone up or have they come down?

Mr COSTEL L O — Rates have gone up. We had a 10 per cent drop across this shire after the time of
amalgamation. The shireswere avery low-rated areain the first place and the commissioners argued that they
could not give a 20 per cent cut and they got away with a 10 per cent cut. The rateswere al over the place, and we
have only just got back to the average rate being more thisyear than it wasin 1994. It has taken seven yearsto get
back that 10 per cent. | was not here at the time, but certainly looking back we should never have given a 10 per
cent rate cut because alot of work and services did not get done. That was the downside of the amalgamation
process— not the fact that the office or the depot might have been consolidated and that sort of thing. We just
could not afford to give the 10 per cent rate cut when things were not getting done anyway.

Mr GALLAGHER — Indigo shire was, to my knowledge, the only amalgamation that occurred under a
last-minute proposal. As| understand it there was never any economic viability study done. What happened was
that the last three lines of the report were changed. The mgjor economic study into Indigo was done in combination
with the study of Wodonga, which iswhy parts of Beechworth and Y ackandandah were lost to the Alpine and
Wangaratta shires. Economically, we were abit of an unknown.

Mr COSTELLO — | did make the comment in the last little section of our submission that, as
Mr Gallagher said, no economic study was done on the existing Shire of Indigo. We were part of Wodonga. Local
political pressure saw the "historic towns shire" get up. | would love to go back and do an analysis of the prior
situation and the Situation now but it might be afutile exercise.

Mr BEST — Thefedera regional solutions program document you sent us mentions the high and
growing proportion of single parents with government benefit dependency, and adeclining population for Chiltern.
Isthat reflected elsewhere?

Mr COSTELL O — No. Chiltern has some particular issues and it is probably the only town in our shire
that islosing population; al the rest are gaining. We have just under 1 per cent total growth across the shire. It will
be interesting to see the statistics from the census that has just been done when they come out next July; | think they
will prove the point. Chiltern isthe town that has probably suffered the most in the last few years from the
withdrawal of business and general services. What we are now seeing there is very cheap housing which is being
taken up by single-parent families, et cetera, who are looking for aplaceto live. That again comes back to public
trangport issues. Chiltern has no chemist shop. It has problems with the hospital and the council isworking very
hard with the hospital committee to try to keep that open. The locd doctor retired recently and we were able to get
doctors from Beechworth to come down to service the town. Chiltern isavery smdl town that is struggling to
survive. Barnawartha, for instance, which is only afew kilometres further up the Hume Freeway toward Wodonga,
isgoing quitewell. A lot of people are commuting to WWodongato work.

Mr BEST — Asthey are from Y ackandandah, with the house prices there.

Mr COSTELL O — Yackandandah is going very well. | call it the professional syndrome. You aredll
welcome to take me up on thisone. A lot of people are realising their house pricesin Melbourne. They are sick of
working 22-hour days for large multinational companies or whatever they have to do to earn their $400 000 a year.
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They are saying, ‘| have had enough of this! I'll come and live out in the beautiful hills at the back of
Y ackandandah. I’ll work in information technology 22 hours aweek over three daysand I'll have the other four
days off’.

Mr THEOPHANOUS — In the report you sent us you said, referring to loss of services and so on, that if
councils were not faced with the cost-cutting exercise of the Kennett government in the reduction of rating levels
then perhaps this would not have happened. Are you saying that those artificia reductionsin rates had a detrimental
effect on the council and the communities here?

Mr COSTELLO — Certainly. Aswe just stated, there was no economic study at al done on Indigo
surviving onits own. Mr Gallagher mentioned the fact that two large and | would say fairly high-rated portions of
the former Beechworth and Y ackandandah shires were handed over to Wangaratta and to Alpine shire. When the
map was redrawn cutting Wodonga out and leaving the balance as Indigo, there was no new study done on the
economics of it, no handing back of the small section that was to go to Wangaratta, et cetera, so that certainly put a
dint in the volume of the shire and its rateability.

Mr THEOPHANOUS — Y ou dso say here that perhaps a bigger impact has been the compul sory
competitive tendering regime, which was also introduced by the previous government, where in many instances
councils have been forced not to uselocal contractors. Did the loss of those contracts with the council result in
some of the local businesses either closing down or having to reduce the number of people they had working for
them?

Mr COSTELLO — | have no persond evidence of that; Mr Gallagher may have something.

Mr GALLAGHER — Thetendency in rura shireswasto do mostly day-labour work, and if thelocal
councils were not on the ball and did not round up their blokes and work out how they were going to go about it
and start to win road maintenance contracts and the like, alot of depots closed. It did not happen in Indigo because
we were fairly entrepreneuria and we won our own road maintenance contract which is a base from which to work,
but in places where that did not happen the shire depots were closed. If you look at towns like Rutherglen,

Y ackandandah or whatever, if you take the 20 blokes who were in the shire depot out of the town, it hasa
substantial impact. We were able to prevent that from happening by the way we went about it. Had that not been
the case it would have been not so much aloss of local contractor work but more atotal oss of employment in the
towns. Asit was, we rationalised employee numbers and depots.

Mr THEOPHANOUS — And other businesses would have suffered as aresult of that?

Mr GALLAGHER — Yes. | think John mentioned before that if the builders wanted a kilogram of
roofing nails and they were half akilometre way from the Rutherglen depot then they went to the locd hardware
store. That isjust how it was. Even the average worker could sign achit and walk out with hiskilo of nailsand it
would come across someone' s desk awhile later and council would pay for it. But it is a different outlook when
you are buying centrally for abigger job.

Mr THEOPHANOUS — Going through the town | noticed quite afew businesses, even in the main
street, were not operating. They had shut down. | am trying to fit that in with what you said earlier that things were
on theimprove. Iswhat we saw today something that has been happening over anumber of yearsthat you are
hoping to address and somehow bring back over the next little while?

Mr COSTELLO — | suggest that isnot asaresult of any onething in thelist of issues you are studying.
It ismore the general economic downturn. It isthe issue of everything getting bigger. When | say ‘everything’, |
mean the farming community especially. The farmer now travelsto acentralised location to buy atractor. There are
no longer outletsin every town. It iswhat | would call economic rationalism or globalisation that is affecting
everything. On the other hand, a couple of large shopsin the town are empty. Tim McNamara, who has his new
rural Combined Rural Traders store down the road, found it inefficient to operate out of the old-fashioned shop and
too-small yard he had in town so he bought a cheaper block out on the road and put up a $300 000 shed with yards,
and he has a great business out there. But as aresult there is alarge vacant shop in the middle of town.

| think Mr Best mentioned he had a pie for lunch at the bakery. He went to the wrong bakery because thereisanew
bakery just over the road that came out of asmall shop that is now vacant. The proprietor has taken over two other
vacant shops on the opposite side of the road and turned his business into a much better operation. Beechworth has
one vacant shop at the moment whereas two years ago it had four to five vacant shops. In fact three computer shops
have opened up in the past six months. | hopethey al survive! They have al comeinto that niche market at the one
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time. We have had five new shops devel op there. Y ackandandah has a couple of vacant shops, but a nursery
established in thelast 12 months seems to be doing quite well.

Mr THEOPHANOUS — We have to make recommendations as part of thisinquiry. Isit important that
governments talk about the need for rural and regiona Victoriato get afair share of the economic dollar? Has that
been an important factor in changing peopl€e’ s view of this dow recovery? |s putting more dollarsinto public
trangport, health and education helping to pick up thelocal community?

Mr COSTELLO — | will say acouple of things about that. We use aterm that used to be around afair
bit — rura adjustment. As| said, the way you operate in rural areas has changed alot and that has had an economic
impact. It isvery hard for government to put in place programs that can address that, but alot of commercial
activity can do it. Where | think the government can teke a greater role in rurd areasisto support the level of basic
services that should be available — hospitals, education, transport.

During the last couple of years with the Bracks government wein this area have certainly seen afairly good
emphasis on support. Wangarattais getting a new hospital that should have been built 10 years ago. Beechworth is
about to start a new hospital next year which should have been built years ago. | am not just having ago at any one
political party because we have avery mixed bunch here, but the emphasis on rura areas was lacking previoudy
and that has turned around for whatever reasons, which isavery good sign for us.

Mr THEOPHANOUS — Thanksto Mr Best for the money, too!
Mr BEST — That'sokay. | am only hereto help!

MrsCOOTE — | have three questions on banking issues. The first one concerns aged peoplein this shire
and how they have adapted to changesin banking, particularly in some of the smaller towns where you say thereis
alack of banking services. Y ou spoke before about community cars. Do they enable elderly people to do their
banking somewhere else? Isthat a pressure that is being addressed?

Mr COSTELLO — | do not know of examples of the cars being used for that. People aretakento a
location for arange of services, they might have to visit aspecialist and while they are there they may do some
banking, et cetera, so that is probably part of that. Y ackandandah and Chiltern are both very good examples of
where there were banks so we made a dea with WAW. Theloca people now bank with WAW and not with
whomever they banked with previoudy. When the Commonwealth bank shifted out of Rutherglen many smaller
accounts shifted from the that bank to the National Australia Bank because the Nationa is till here. However,
those with business accounts jump in the car and go over to Corowa.

MrsCOOTE — That wasthe next question | wanted to ask. Have the business accountsin Chiltern with
the WAW been transferred to support local communities?

Mr COSTELLO — | am not quite with you.

Mrs COOTE — Because there are no banks in Chiltern and Y ackandandah, are the businesses coming to
those areas or are they ill continuing to go to the larger centres?

Mr COSTELLO — No, The businessestend to go to the larger centres for their banking. For example,
the newsagent takes his money to Wodonga.

MrsCOOTE — Asaloca council can you give WAW business? | s the council able to support it in those
areas?

Mr COSTEL L O — We can now borrow from it. We used never to be able to but we can now, so that is
an important change in regulation. We do not do our normal banking with WAW:; we bank with the
Commonwesalth. We get avery good service from the Commonwealth bank but it has only the one location in our
shire and that is a Beechworth where our principal officeis, so we tend to have abit of additiona cost because we
aretransferring funds. For ingtance, people in Chiltern pay into Chiltern WAW. We then have to transfer funds
from WAW into the Commonwealth bank. As | mentioned before, we use the post office network extensively for
collection of funds. We also use deposit eectronic funds transfer (DEFT) through Macquarie Bank, again resulting
inahighleve of transfers, which incurs acharge for us. We have had to wear that charge because not every bank,
or even abank, isin every town.
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MrsCOOTE — You said you have many professionals coming to livein Y ackandandah, so obvioudly if
they are doing information technology (1T) work for 22 hours or so aweek they are switched in to Internet banking,
et cetera. What about the rest of the community in some of the moreisolated areas of the shire? Do they understand
electronic banking, or are they caling for the old systems to come back or using the post offices more as aresult?

Mr COSTELLO — | think they are accessing acombination of everything. For instance, Westpac, now
the Bank of Mebourne, closed in Beechworth late last year but it set up a subagency at the local newsagent. Itis
interesting when you go in there to see that the mgjority of people accessing the across-the-counter services would
be the elderly. It makes me think that more I T-literate people are using Internet services or are travelling to other
banks. An enormous number of those in our population work out of the shire. We have very little manufacturing in
the shire and many of our population access jobsin Wodonga, Wangarattaor Myrtleford, so evidence could be led
that they would be doing alot of their banking at those sorts of agencies.

The CHAIRM AN — What was the background to the credit unions getting together? Did somebody ask
them to do that? Were they subsidised in any way?

Mr COSTELLO — | wasnat here at thetime, but | could use the Goulburn-Murray credit union around
the Shepparton areaas an example. It is hard to operate small credit union operations so the Goulburn-Murray
credit union was an amagam of about four different credit unions. They got together through necessity —
economies of scale again.

The CHAIRMAN — And locdlly it was the same situation?

Mr COSTELLO — Thesameasup here. IT isthe biggest cost for those sorts of groups. To try to run an
efficient IT system you need acertain size, and | think that sort of thing would be dictated not so much by
government policy as by theissue of what percentage of your overheads you can put into running the system

properly.

The CHAIRMAN — And their presencein various towns— we saw one here and another onein
Y ackandandah today. Wasiit their decision to go into those towns or were they aready there through the previous
credit unions?

Mr COSTELLO — No, Y ackandandah is a good example. There were no banks there and the council
actively pursued WAW to go to Y ackandandah. It cost the council about $20 000 to renovate the building to
accommodate WAW. We were to have aded that the WAW person would be assisting with our administration
and service centrein return for free rent. We do not get much assistance but WAW il getsthefreerent, soitis
costing council adirect subsidy to WAW to have that facility in Y ackandandah for the community. In Chiltern it
worksalittle bit differently. Again the council chased WAW to establish there and operate as part of the council
service centre. WAW in Chiltern runs the service centre there so economicaly the ded in Chiltern is much more
economical for the council than the dedl in Y ackandandah.

MsDARVENIZA — Y ou say in the written submission that one of the big issuesisthe impact of the
withdrawal of health services from some of the smaller towns. Which health services were withdrawn?

Mr COSTEL L O — Some were private health services— the doctor’ s surgery operations. For instance,
in Denis stime the former Rutherglen council spent acouple of hundred thousand dollars renovating the old
courthouse to become a doctor’ s surgery. A subsidised rental arrangement was put in place to keep the doctor there.
Heleft 18 months or 2 years ago. The council put an enormous amount of effort into trying to attract another doctor
to take on that surgery. We ended up doing adeal with the surgery in Corowa, which has a number of doctors
operating out of it, and those doctors now come across and utilise the facilities.

The previous doctor paid arentd for the use of that facility. He reneged on payments towards the end of it because
he was not surviving and he made a decision based on economics as well as other issuesto quit the surgery. When
the council renegotiated with the new doctorsit had to alow no rent to start with and now they are on avery
nominal rentd. It is costing council because we are gtill paying off the loans we took out to rejuvenate the surgery,
which is costing council dollarsthat have to come from somewhere else. But if we did not do it the chemist would
pull out of Rutherglen, the people would then go over to Corowafor medical services, therefore the supermarket
would suffer, and so on. We see economic devel opment as our role, just as we see providing community services as
our role.

MsDARVENIZA — |sthe doctor’ s surgery the only medical service you were talking about?
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Mr COSTELLO — No. The Chiltern hospital is under threat of closure. It is one of the remaining bush
nursing hospitalsin the bush nursing scenein Victoria. We have spent alot of timetrying to get it to tradein a
better way, to take on additional services, to cross-subsidiseits operations. That has been ared battle. Againitisa
commonwealth issue with the way it has tie-ups with the private health funds. If the commonwealth could put a
rubber stamp on Chiltern hospital and say it isa public hospital and not a private hospital it would solve alot of
problemslocally. It might not solve problems at the head office of Treasury in Canberra because it might haveto
pay out more subsidy, but that iswhat is needed. Y ou have to change some of the rules.

MsDARVENIZA — Have other health facilities closed? Does the shire take in Beechworth?

Mr COSTELLO — Yes. We mentioned quickly before you camein that Beechworth Hospital is about to
be redevel oped. We have an acute section and an aged section there. The state government has aready put up
$6 million for stage 1 and it will take about $11 million or $12 million to consolidate it al on the one site; it will be
excellent when that comes off. | am trying to think of medical servicesthat have actualy closed.

MsDARVENIZA — May Day Hills Psychiatric Hospitd ; that would have been abig onefor you.

Mr COSTELLO — Yes, that isgoing back quite afew years now. That was part of the whole changein
the structure of how to deliver mental health services across the state. The outcome of that was the closure of the
big indtitutions like Aradale and May Day Hills.

MrsCOOTE — May Day Hills has become part of the La Trobe University — we are dl staying
there— and | wasinterested in how many peopleit bringsin to do the course. Doesit bring in anumber?

Mr COSTELLO — | understand that May Day Hills had 1000 patients and at least double that number of
employees working there to service them. When that downsized and eventually closed, it took an enormous
number of jobs out of the area. A small number of the patients there went into other ingtitutions, but most went out
into supported accommodation, so other staff then cameto look after the supported accommodation in the new
unitsthat were built and the houses that were purchased. There was a change in the way the service was delivered,
but it certainly had abig impact.

LaTrobe University, which took it on, has spent $7 million or $8 million there in the past couple of years and
turned it into avery good corporate training centre. It isnot auniversity like the one at the Clayton campus, where
there are heaps of students running around; the only students up there are hospitality students doing the hospitality
course, and they actually service the hotel and the dining rooms and other things they have there. They are now
attracting quite alot of private, local government and La Trobe corporate training. The department of
Infrastructure has organised a big conference up there on 1 and 2 November, which will be good. A lot of people
go up there. They aso hire the centre out for weddings and other private functions. It has very good
accommodation there and it has alot of capacity yet to take up; that isareal chalenge for them.

MsDARVENIZA — Y ou mentioned before that a couple of new hospitals or extensions have been built;
isthat in Wangaratta and Beechworth?

Mr COSTELLO — Yes, and Myrtleford also has anew one going on there. That is, again, very good for
theregion but it iswell overdue.

The CHAIRMAN — Do | take it from what you said before that the post office businessesin your shire
areall going pretty well now they have changed to franchise services and that they are providing awider or better
range of facilities than under the traditional model?

Mr COSTELLO — | do not know if they are al doing better, but a number seem to be surviving okay.
Yes, asfar as| am aware the mgjority are franchise services and they are operating them either as part of their other
business or as a stand-alone business. They are salling printing and stationery requisites and other things. They are
doing cash collections for councils and they are taking other payments aswell. That is getting people in through
their doors and they obvioudly get atransaction fee out of it.

The CHAIRM AN — Would someone at the shire have an idea of the timing of your bank branch
closures over the past five or six years? Isit possible to track what has happened there?

Mr COSTELLO — | am sure we could collectively put together atime line of what has happened.
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The CHAIRMAN — If you could do that and send it to us we would appreciate it very much so we can
track how things have happened.

Mr GALLAGHER — Certainly. At around the time Mr Costello mentioned, council spent a bit of dough
and chased WAW Credit Union quite energetically. At that time we were getting anecdotd evidence from
Y ackandandah that trade had just dropped overnight — 50 per cent at the butchers and places like that — because a
major habit in rural areasisto comeinto town, go to the bank, get the victuals and go home, and if they were not
coming to the bank they were not coming there to shop. That certainly inspired council to put afair bit of work into
wooing WAW.

The CHAIRMAN — Thank you very much for the time you have spent with us. It would be good if you
could send usthat bit of information. We appreciate the shire’ swork in putting together the submission and the
information you have given ustoday. It has been good to catch up again with Mr Costello, an old colleague of
mine, after so many years. We will send you a copy of the Hansard transcript. We thank you for coming to
Rutherglento talk to us.

Mr COSTELL O — Thank you for the opportunity.

Witnesses withdrew.
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The CHAIRM AN — The Economic Development Committeeis an all-party investigatory committee of
the Legidative Council, and it is hearing evidence today in relation to itsinquiry into structural changesin the
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Victorian economy. | advise al present at this hearing that al evidence taken by this committee, including
submissions, is subject to parliamentary privilege and is granted immunity from judicia review pursuant to the
Condtitution Act and the Parliamentary Committees Act.

Welcome, Mr Ambrose. We invite you to make an opening statement, and then we might ask some questions.

Mr AMBROSE — | am not sure whether | should qualify mysdf, but | have aBachelor of Artsdegreein
economics and political science from New South Wales University and a Bachelor of Laws from Mebourne
University. | have been based in Rutherglen for the past 17 years. | grew up in Corowa, but that has no correlation
with the fact that | came back to live in Rutherglen. In relation to the brief on this particular matter, | was primarily
concerned with banking, athough | will touch on the other issues. To do them somewhat in reverse order, | can talk
about employment services and say that there are not any, so that coversthat issue very distinctly.

The CHAIRMAN — What is your business now, as amatter of interest?

Mr AMBROSE — | am asolicitor. | have been a sole practitioner since 1986. Our public transport
system is based on two services. Thereisthe busthat picks up the Melbourne-Sydney train line at Wangaratta,
which has not redlly atered much in the past 20 years. Therail outlet from Wahgunyah through to Springhurst
closed in approximately 1991 and has not been open since. It isan old standard gauge line, and it has not beenin
operation. Thelineis till declared open, though the tracks are ripped up for the first 200 metres coming out of
Springhurgt, so it cannot be used. There would need to be acomplete re-laying of al deepersinthat lineif it were
ever to be used again. Thereisaso a publicly funded busthat travels from Rutherglen to Albury and returns. It
leaves Rutherglen at approximately 9.30 in the morning and gets back here at approximately a quarter to 4 in the
afternoon.

The CHAIRMAN — What time does it leave Albury?

Mr AMBROSE — Given that it comes through Chiltern aswell, | would estimate it would haveto leave
Albury by about 2 0’ clock.

The CHAIRMAN — What time would it get there? | am just looking at the window of opportunity.
Mr AMBROSE — At approximately 11.00 am.
The CHAIRM AN — So you would have 3 hours to do your business and get back on the bus.

Mr AMBROSE — During school holiday periods one of the school busesis aso chartered to take people
to and from Albury on that busline. It isasubsidised bus line under the scheme. It also carries freight for aprivate
contactor, not for public tender.

We have apost office that is now privately owned. | would have to say that the postal communications have
improved. We can now get mail out to the post office at 5 0’ clock and still have it in Mebourne the next day.
Sometimes we have difficulty getting it back the other way. Where we do run into problemsiswith interstate post.
Asyou would realise, we are 14 kilometres from the border, and if | want to send mail to Sydney and | send it by
express post, it will dill take two and ahaf days. The mail from here goesto Seymour for sorting; it then goes back
to Goulburn for sorting, and it is then distributed on through Sydney. We cannot get aletter straight from hereto
Albury. It takes me two daysto get aletter from here to Corowa, because it goesto Seymour, to Goulburn, back to
Albury and back out to Corowa. | do not know who can control that one. It has been like that forever and aday. |
do not know if any change can ever be made to that. Postal employment, on the other hand, is dightly different. In
the old days there were three counter staff and one mail delivery officer; now there is one counter staff member,
one mail delivery officer and one part-time mail delivery officer. There has been afairly large declinein postal
employment.

Municipal services have dramatically decreased in thisarea. Thereis no point saying one thing when you mean
another, and but for volunteers we would not have amunicipal presence within the old Rutherglen shire. We have
an information centre that is staffed by volunteers, and the coordinator is avolunteer. If we as atown had not
organised that, we would have no municipal representation from the Indigo shire.

MsDARVENIZA — Y ou are talking about since the amalgamation?

Mr AMBROSE — Since the amalgamation. | make no apologies about that, and | am happy to answer
any questions about that. Basically the shire theoreticaly contributes— and does contribute — to the wages and

1 October 2001 Economic Development Committee 337



the rent of the building, along with the winemakers of Rutherglen, who also use it astheir headquartersfor the
dissemination of information. It has basically been asaresult of a cooperative effort by the townspeople that we
have got something, and without that we would have nothing.

Our closest port would be Beechworth. The Indigo Way contractors, where you get your building and planning
permits from, are based at Y ackandandah. Beechworth is 35 minutes away, and Y ackandandah is another

15 minutes from there, but bear in mind that it is 35 minutes up anarrow winding track and back down again. The
difficulty with this particular shireisthat it stretches from the Dartmouth Dam to the Ovens River, and thereis not
much continuity in the structure of the shireitself.

What we havelogt in the amalgamation is, clearly, jobs. Where there would have been five outdoor staff, there are
now one or two; parks and gardens have suffered, because no work is donein parks and gardens. The shirehasa
budget of $60 000 to cover the entire area, and given its geographic location it just does not bear discussion. It just
does not happen unless, again, volunteer groups can get in and do it for nothing. Thereisafineline between
volunteers, subsidies and government performance. | know it isthe year of volunteers, but thereisafineline
between volunteer subsidy and government performance.

In 1993 we had three banks in Rutherglen — the ANZ bank, which employed four members of staff: amanager, an
accountant and two counter staff; the Commonwealth Bank had five members of staff: amanager, three counter
staff and one accountant; and the National Australia Bank had four members of staff: a manager, an accountant and
two gtaff members. The Commonwealth and ANZ branches no longer exist. The National Australia Bank has three
members of staff, none of whom is classified as amanager. None of those can | go to and talk about getting aloan
or about my personal business accounts. They are not qualified to talk to me. | must ring Wodonga. If | were a
farmer | would not be allowed to ring Wodonga, | would have to ring somebody in Albury, because | would be
outside the jurisdiction of the Wodonga branch.

Banking services are available. | am not saying it is hard to get cash, because of the advent of EFTPOS, Giropost
and ATMs. The loca supermarket has an ATM, and the Commonwealth Bank till holds an ATM. The mgjority of
people in Rutherglen would bank with the NAB, but they are charged extrawhen they usethe ATMs. Oneisa
Commonwesdlth Bank, so you are charged a service fee for using the ATM; and the other oneisa St George ATM,
so obvioudly again you have a service fee problem. Additionally banks have justified their staff cuts by forcing the
use of online banking. The trouble with online banking is that we get our bank statement printed out and faxed
down to us each Monday, and we had to fight to get that done because otherwise they wanted usto pay $1.50 for
every linewe printed off the online banking service — and they could not understand why | thought they were
being ridiculous!

| would turn over roughly $3 million ayear in atrust account on which there is no commission. The bank would
expect me to then print every one of those transactions at $1.50 aline. That is part of its management problem. The
banks have a structure whereby if your account turns over X dollarsthen banker A isallowed to talk to you, and if
it turnsover Y dollarsthen you are only alowed to talk to banker B. That banker in Wodonga could be dealing
with anybody from Corryong through to Y arrawonga. Y ou cannot get phone calls returned, you cannot get
appointments and you cannot see them. Y ou cannot walk over the road and talk to your banker; you haveto go to
Wodonga or get him to come to you, either of which is not practical and does not work.

I had aphone poll from the bank during which | was asked what | thought about this new banking service and what
I thought about the banker who was in control of my account. | said, ‘1 haven’t seen him yet. He has been there for
two yearsand | think hisnameis...", but | had not met him in the two years. As| said, my account turns over
approximately $3 million ayear. That isnot to say | an doing alot, that isjust whereit isat. | would have thought
that account would have been worth talking to.

| recently had the same problem with aclient. He purchased a block of land, spoke to his business banker, wastold
it was right, went to tee up with thelocal branch to draw down the loan for next week and wastold, ‘ Oh, we don't
know who's controlling your account at the moment. Y ou haven't got a business banker. Y ou can't settle’. That
happened on Friday. | now have a 30-day extension and we are changing banks. Fortunately that customer isina
better position than | am, because he can change banks; but because | run atrust account and the money must stay
inVictoria, | can't. | have to bank with the NAB to put the trust account moneysin. If | bank with the
Commonwesalth Bank or Westpac or the ANZ at branches a Corowa, | am breaching the trust account rules by
placing my money in New South Wales and not in Victoria. Accordingly, | am aso incurring the wrath of the Law
Society of New South Waesaswell.
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The CHAIRM AN — We are going to have to get to questions smartly, because we are behind time. Have
you just about finished?

Mr AMBROSE — Yes. The only other problem isthat businesses that do not have their business
accounts with the NAB and who want change have to pay the NAB to change their money, otherwise they cannot
doit. In other words, you either drive to Corowato get your change for nothing or you pay the NAB fee every time
you want some change to put in your till.

MsDARVENIZA — How much for your fee?
Mr AMBROSE — It depends on how much money you want.

Mr BEST — Asfar asinfrastructure is concerned, what is your access to cable and information
technology?

Mr MACK — Through the Internet?
Mr BEST — Yes.

Mr AMBROSE — Through the Internet here and now, asit iswith anybody, | use a service provider in
Wangaratta. Y ou are not necessarily getting 100 per cent accessibility; it isnot there 100 per cent of thetime.

Mr BEST — Itismore speed of access| am interested in.

Mr AMBROSE — | wasusing an I T provider in Albury, but he could not download quickly enough for
us to download the software to run our trust accounts with, so we had to change our provider.

MsDARVENIZA — Y ou talked about the reduction in services from the shire council sincethe
amalgamation. Can you tell uswhat services have been reduced and whether that reduction in service has also
meant areduction in either the staff that the shire has been involved in employing or in businessin the local
community, because it would have been businesses that the shire used.

Mr MACK — Yes, that isaclassic example. The shire called tendersfor cars. Thelocal new car dealer
rang, after tendering for severa over the years, and said, ‘Why aren’t | getting a chance to tender on these cars? .
To which the response was, ‘Who are you? . When told, the response was, ‘Whereisyour business? .
‘Rutherglen’. ‘How long has it been there? .  One hundred years . * Oh, we didn’t know you existed.’!

Theloca hardware shop had a huge account with the shire. Now it only gets bits and pieces, so it has contracted
that business. And the other problem isthat you do not get paid for from 90 to 120 days.

MsDARVENIZA — What about the reduction in service?

Mr AMBROSE — Okay, if you want to apply for abuilding permit you have so go to Y ackandandah; so
thelocal builder who wantsto put up an extension on your house hasto factor in the cost of atrip and for delaysin
time to get Y ackandandah to lodge his building permit application to get it processed quickly. Either he has a cost
factor intimetravelled or acost factor in delays. Either way it isa cost factor to that business and therefore acost
factor to the person.

In terms of community services, you do not have parks and garden services. They are very limited unlessthey are
done by volunteers. We have some good parks here, but they are all maintained by volunteers, not by the shire.

MsDARVENIZA — So that has meant areduction in jobs?
Mr AMBROSE — Definitely. Within our immediate area, yes.

MrsCOOTE — Y ou spoke very quickly about the lack of loca employment and placement services.
What impact has that had on Rutherglen? Further to that question, is it something that the chamber of commerce
and so on could encourage someone to comein and do?

Mr AMBROSE — Like avolunteer service or an employer service?

MrsCOOTE — An employer service.
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Mr AMBROSE — | have had adiscussion with Hume Employment Service, which hasjust set up in
Wodonga. With the reduction in the Commonwealth Employment Service, one of the problemswith dl
employment servicesisthat if you want anything you haveto pay for it, whereasin the old days a smal business
person could go down to the CES and seeif they had anyone listed and then get somebody in to interview them. If
you do that through any of the freelance services you pay afee.

MrsCOOTE — Isthere a need, though? Presumably if there is a need people would probably pay. Is
there aneed in your opinion to have such a service?

Mr AMBROSE — The services | have run into would have to improve dramaticaly before | could see
that it would be beneficial.

MrsCOOTE — You have alega service, whichis probably abit more speciaised than some of the
others.

Mr AMBROSE — People who either write or type would be agood gtart. I' would not get overly fussy
beyond that. My experience has been that in the past 18 months | have employed three trainees. | have goneto
ATEL, or Apprentices Trainees Employment Ltd, and to the Hume Employment Service, neither of which could
suggest people suitable, let alone find me someone suitable. | was ableto do it rather than them.

The CHAIRMAN — Wewill send you a copy of the Hansard transcript. Thanks for the time you have
given us. We appreciaeit.

Witnesswithdrew.
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The CHAIRM AN — Welcome. The committee today is hearing evidence on itsinquiry into structural
changesin the Victorian economy. | wish to advise al present at this hearing that all evidence taken by the
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committee, including submissions, is subject to parliamentary privilege and is granted immunity from judicia
review pursuant to the Constitution Act and the Parliamentary Committees Act. We usually run this by asking
witnesses to make an opening statement and then we ask some questions. We have about 20 minutes to do that,
which unfortunately means we have to be short and sharp, but that isthe way it iswith time today.

Mr MACK — Wewondered what the initiad processwould be. We have some information to hand ouit.
May we do that?

The CHAIRMAN — Sure,

Mr MACK — Thank you. Good afternoon and thank you, Mr Chairman and members of the committee.
My nameis Michael Mack, and | am the corporate development manager with WAW, the
Wodonga-Albury-Wangaratta Credit Union. | have been with WAW for the past seven years. | am here today with
Emma Ashton, who is the credit union’s community development manager and who has recently joined us. She has
been with WAW about eight months now.

| would like to confirm that the information we will provide you with today will relate to the topic of our
experience with the provision of banking servicesin our region. | should say at the outset that our operational
boundry is certainly not limited by legidation. Moreover, traditionally we operate in the areas between
Corryong — which istowards Thredbo, if some of you are familiar with that — and as far up as Wangarattaand
Chiltern.

| will giveabrief background to the WAW Credit Union. WAW has 11 member service centres, traditionally
known as branches. We offer a broad range of eectronic servicesthat include Internet banking and phone banking.
We have our own network of eight ATMs, and credit union members can access about 98 per cent of al ATMsin
the country. We have approximately $120 million in assets, 19 000 members and 65 staff, which equates to about a
44 full-time-equivaent ratio. We are acommunity credit union, which meansit is open to anyone in our region to
join our organisation — and certainly we welcome that — whereas traditionally credit unions have either been
industrial or community credit unions. Our members are represented by seven local directors who work very hard
for our credit union and ensure that the demacratic processes are mutual — which is certainly what a credit unionis
about — and are upheld.

To giveyou afed for the approach that WAW Credit Union takes, | will quickly point out our mission: to operate a
responsive, values-driven, cooperative financia ingtitution that providesfinancial and community benefitsto
members and the region in a sustainable manner. That means that WAW has made a significant commitment to the
region by way of the provision of our 11 member service centres. Many of these service centres are located in

towns that the banks have either deserted entirely or that have certainly experienced somekind of reduction in
banking facilities. | also point out that 60 per cent of WAW'’ s member service centres are located outside the major
regiond cities of Albury, Wodonga and Wangaratta. That is something we are very proud of.

The CHAIRM AN — Can you run through where they are? Isthat easy?

Mr MACK — Certainly, dthough it might be atest. We have Corryong, Tallangatta, Y ackandandah,
Albury, Wodonga, Lavington, Chiltern, Wangaratta, Myrtleford, Wawa and Beechworth — that is 11. It is
certainly afairly broad cross-section of where we are located. The member service centres provide arange of
access of between 6 and 38 hours per week. We also open in some |ocations on Saturday mornings, which has
traditionally been something that financial service providers have pulled away from. We have established some
member service centre network through partnerships with the communities and local business, and a very important
aspect of that is our partnerships with local government. Two of the most prominent partnerships we have
established are with the Indigo Shire Council and the Towong Shire Council.

| thought an overview of the Indigo shire approach would be relevant for you to get afed for how we go about that.
Basicaly WAW has had amember service centrein Chiltern since the mid to late 1980s. We provide arange of
council services through that member service centre, including rate payments, counter payments, home care
payments and animd registration. We field 100 per cent of al shireinquiries, and we also facilitate grant payments
and administer the bookings for council amenities and so forth. We offer as best we can the full range of council
services through our Chiltern operation.

The CHAIRMAN — Are you online to the council ?
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Mr MACK — Weareonline. It isnot available for members at this stage, but our staff certainly have
access. The approach has resulted, we think, in awin-win situation for WAW members and the Indigo shire and its
constituents. Previous to our arrangement the Indigo shire was open for about 11 hours aweek; that has increased
to 35 hours aweek. That is aso awin-win situation for WAW, asit has added another dimension to our
organisation and helps us maintain a sustainable approach for our Chiltern members.

I will also go over some of the value-adding propositions for the regional communities and infact any communities
where WAW has a presence. Y ou have some information in front of you about the WAW community link
program. We are not able to provide automatic teller machinesin every town, but certainly in some locations,
including small ones such as Tallangatta, we provide afully maintained ATM facility. We provide sponsorshipsto
loca community organisations, and this year alone we have sponsored about 44 organisations for in the vicinity of
$11 000 or $12 000. We provide specid account facilities for groups like Landcare, rotary clubs and other
non-profit organisations to alow them to take advantage of very low-cost banking while still receiving full access
to al thetraditiond financia products and servicesthat any member would expect to have access to.

We provide business and ingtitutional banking facilities, and by that we mean to schools, hospitals and the local
corner store. We also employ loca people where we can, and we provide towns with accessto loca professionas
aswell as other professionals who can help them either run their businesses or their private dealings with WAW.
Most of that is provided through what we call our community meetings. That is a consultation process whereby the
credit union will generate interest by providing guest speakersto help our members— and non-members — to
access information on, for instance, the GST, which was the topic of arecent community meeting we held. Some
60 or 70 people showed up at most |ocations to get some value out of a couple of accountants we brought along
from KPMG.

An important aspect that was mentioned by your last speaker was that we have local decision makers. We make
decisions|ocally where we can. The furthest away a decision would be made would be Wodonga. We have aloca
board of directors, and if a decision needs to be made about aloan over acertain dollar value they arein aposition
to approve and/or decline loan facilities. We make a guarantee to our members that we will have aloan approved
within 24 to 48 hours of receiving all the information. Wethink it is vital, as was pointed out to you, for local
businesses to be able to gain access to that sort of service. And we certainly do return telephone cals.

Most of the challenges we are facing relate to engagement processes, and by engagement | mean that of the
community in general. We need to turn survey results— that is, when people say they need financia servicesin
their town — into actual support of the credit union. An example would be in Y ackandandah, where we recently
presented to the local tourism group and indicated to them that we commenced trading in March 1999. We offer
9to 5 full banking facilitiesin the town; 20 per cent of residents support WAW by way of an account; and 8 per
cent of those have loans and 16 per cent of those have deposits.

The CHAIRMAN — What percentage of businesses support you?

Mr MACK — That would be very reflective of the business contingent, because that is where most of our
support is coming from.

The CHAIRMAN — When you say ‘residents’, that includes businesses?

Mr MACK — Many of them are small self-employed businesses. The level of support is disappointing to
our organisation, but some of the strategies we have in placeto try to turn that around include alot of the strategies
on the community link A4 document you have there. It involves extensive community consultation and education
programs, and it also involves the responsibility of our organisation to provide competitive financia services.
Currently our interest rates are at the leading edge of the market. Our facilities— Internet banking and business,
persona and wealth management products and services— are certainly at the leading edge of the market. Itisall
provided to the communities, unlike other community banking approaches, at no individual cost to our members or
thetownsto get usin there. We go in there, | guess, on a promise and some research that showswe will be
supported. That brings my part of the presentation to aclose.

The CHAIRMAN — Are there any Bendigo Bank branchesin your area?

Mr MACK — Yes, there are Bendigo Bank branches. | think there might be one in Henty, which istheir
community banking approach, and certainly their commercia banks are located in Albury—Wodonga and
Wangaratta, where we operate also. But they do not have their community banking approaches in the smaller towns
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where we operate. We are the main non-bank service provider in those towns, athough there has been a discussion
about that in Beechworth recently.

The CHAIRMAN — Y ou are probably providing the service that Bendigo Bank’s community banking is
providing in other areas of Victoria

Mr MACK — Absolutely.

The CHAIRM AN — We have spoken to a number of people whose towns have that service. You are
subsidised by the shire to be where you are in a couple of spots?

Mr MACK — Yes, absolutely. We have entered into partnershipswith local government. That subsidy
comesin the form of areduced rental for buildings, or it may come in the form of some subsidy for the use of an
ATM, aswe have in Talangatta. We need about 3500 to 4000 transactions just to break even. We currently sit on
2000 transactions, so we have an agreement where they help offset some of the cost of that facility. We have
certainly had some assistance with the original establishment costs, which are some of the toughest to get past. It
has been ashared load, | should say; it is aseventy five-twenty five-type approach with WAW bearing the mgjority
of the costs.

The CHAIRMAN — Arethere any townsin the region you cover that used to have a branch of abank
but no longer have abranch of abank nor abranch of your credit union?

Mr MACK — | am proud to say that WAW has never pulled out of atown where we have opened an
office, but there are certainly towns where we have opened a branch and banks have subsequently pulled out.
Chiltern, Wawaand Y ackandandah would be prime examples of that, and currently Beechworth and others are
going through a reduction in services to agency-type agreements.

The CHAIRMAN — Areyou involved with any rura transaction centres (RTCs) under the federal
government program?

Mr MACK — We have been approached on three separate occasions for arurd transaction centre. We
have given 100 per cent support to that. One was not Victorian, it was actually in New South Wales, and that has
not gone ahead because one of the conditions with the RTC isthat you cannot replicate existing financial services.
The most disappointing part about that isthat an existing financial service could be classified, for instance, asa
Commonweslth Bank service through the post office — a giropost — so we are prevented from offering
five-day-a-week full banking services because of the sorts of facilitiesthat are aready in town but are probably not
alot of vaue.

The CHAIRMAN — Do | assume the other two werein Victoria.

Mr MACK — The other onewasin Chiltern, just recently. We have not had much feedback from the
committee, but we are working with the Indigo shire in examining the rural transaction centre. We have aso
spoken recently to peoplein Y ackandandah, who approached usfor an ATM. We presented to the town about the
level of support we are getting there and what we would need to be able to provide those services. They are
exploring an RTC approach aswell.

MrsCOOTE — First of al, congratulations. It isaredly nice, fresh approach. | am very impressed with
your community link program, especialy some of those older things such as school banking programsto get
younger peopleinvolved. | think you are really to be congratulated on that.

| asked the council what sort of support they were giving you from abusiness point of view: from what | gather
therewas not agreat dedl. Isthat something you are actively encouraging and would like to see alot more of ?

Mr MACK — We have met with the heads of the local councils often. | will cut it abit short. One of the
challenges we faceis getting the ingtitutiona support, and hospitals and councils certainly have aleadership role to
play. Historically legidation has limited credit unions in operating council facilities. That is no longer the case, as
most of you would probably be aware, with the new legidation regarding credit unions, building societies and
banks. We are now al regulated by the same people, and we are al authorised deposit-taking institutions, which
means we can now accept — and have been ableto for alittle over 12 months — operational accounts for councils,
hospitals, trust accounts and those sorts of things. That is something we work very hard to try to provide.
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The reasons we are not getting that support | would put down to — how do | say this politely? — the effort on local
government’ s behalf.

Mr THEOPHANOUS — Are there any servicesthat banks provide that you are unable to provide,
because of either legidation or any congtraints on your operations that do not allow you to provide those services?

Mr MACK — Certainly, but very few. With the changesin the legidation thereisavery small percentage
of thingsthat have not come acrossto affect credit unions and building societies. They are generaly the fairly
obscure things; | would say that 99 per cent of all the legidative barriers have been taken away. With ared estate
agent’ strust account, for example, the agent has to write to the minister to get approval if they want to operate that
with WAW. There are some international transactional facilitiesthat the banks could probably do alittle bit easier
than we could, but there are very few. | would say 1 per cent of our members would need those sorts of facilities.

Mr THEOPHANOUS — Isit worth us changing legidation to provide that full level of support?

Mr MACK — Yes Wearerepresented by agroup caled CUSAL — Credit Union Services Austrdia
Ltd — which actively lobbies government to make those changes and is currently doing that. Any assistance in that
form to makeit 100 per cent availability would help. One of the things Ms Ashton and | discussed alittle earlier
before coming in was that when banks pull out of the smaller towns it would be of assistance if there was some
pressure on or some legidative requirement for those institutions to allow peopleto refinance at alimited cost.

They redlly do make it very difficult for people to refinance their business, and it forces organisations like ours,
which have spent the money to come into the town, to waive establishment fees and provide absol utely below
market ratesto try to pick up the business, because they are paying enormous transfer costs. They are not just
banking cogts; they include land titles office costs and stamp duty cogts, although stamp duty istransferable in most
cases now. A number of things could be done to make the transition process easier for peoplein small
communities.

Mr BEST — Soif the customer in a small country town was looking to transfer their account from the
National Australia Bank to wherever, you are saying that if ssamp duty were forgone by the state government it
would be of assistanceto help agreater transfer of clientele to you at the expense of the bank that has closed?

Mr MACK — Absolutely. In fact, stamp duty is transferable now, and it has had an enormous impact on
the business. We can refinance, but there are other on-costs we are trying to keep down.

Mr THEOPHANOUS — | understand you are saying that stamp duty is not an issue becauseit is
transferable. | takeit you have identified as a problem the fact that banks charge akind of fee for winding up the
account?

MsASHTON — Yes. There might be awindow of opportunity for a month or two between when the
bank istaking the money and when it actually closes.

Mr THEOPHANOUS — So you are saying that you would like to see some form of government
intervention — | do not know whether it islegidative or otherwise — so that when abank decidesto close an
office and customers want to transfer to another ingtitution as aresult of that, they should not be forced to pay that
bank afee, particularly when there are no other banking facilities available in that area?

MsASHTON — Yes, or be penaised for taking their business away.
Mr MACK — Absolutely.

Mr BEST — Probably asimilar thing is the proposed regulation to enable Telstraand Optus customersto
concede their numbers without facing a pendlty.

MSASHTON — Yes.

The CHAIRMAN — Thank you very much Mr Mack and Ms Ashton; we appreciate your coming here
today. May | say we have been extremely impressed with your presentation. The WAW Credit Union has
obvioudy chosen its staff very well. Congratul ations, that was very well done. We will send a copy of the Hansard
transcript for you to check. Thank you very much for spending your time with us.

Witnesses withdrew.
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Witness

Ms B. Murdoch, IGA Supermarket, Chiltern.

The CHAIRM AN — Good afternoon and welcome. We are looking today at our inquiry into the effect of
structural changes on the Victorian economy. | advise al present that al evidence taken by this committee,
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including submissions, is subject to parliamentary privilege and is granted immunity from judicial review pursuant
to the Congtitution Act and the Parliamentary Committees Act.

Welcome, Ms Murdoch. We understand that you are the proprietor of the IGA Supermarket in Chiltern. Would you
careto give us an overview of how you see the changesin rura Victoria, particularly at Chiltern, and then we
might ask you some questions. We have just under 20 minutesto do al that.

MsMURDOCH — Before | start | had better say that | am the Australian Labor Party candidate for Indi
aswell. So that you are not under theillusion that | am coming here to campaign, | have aso given evidence before
the federa joint parliamentary committee on the dominance of the chainsin supermarkets. | am very passionate
about small business, because | have operated supermarkets, hotels and child-care centres over aperiod of 25 years.

| would probably choose more the banks and municipa services asitems affecting Chiltern, although the evidence
from WAW Credit Union was very good. It isareally good banking organisation, and | do my banking there. One
of the big problems with the credit union is the community perception that the money may not be safe. The credit
union has had a big problem encouraging people to use it because people are worried that if something happens,
their money might go. So it isabig struggle for the credit union to keep townsfolk investing all their savingsinto
that particular place.

We had two banks when | first came to thistown about 12 or 13 years ago. But they closed within six months of
one another. At thetimewe did our banking with Westpac and then duly thought we would support the
Commonwesdlth Bank because it was right next door to us and it was staying. Of course, as soon as we transferred
our money there it then transferred out of town. That had ahuge effect on the town, particularly initialy.
Businesses went downhill; we had abig Sump. We bought the business, built it up and then found we were starting
to go back again, which was abit of apain for many reasons, to say the least. For a gtart you lost the people who
worked in the bank to jobs outside the community. Many of them had been brought in from el sewhere and had
settled in, but when their jobs went they had to follow the work, so we lost people that way. The initia cost of
having an account with WAW was pretty good. There were virtually no charges, but those charges have dowly
been added to. | think it is partly due to competition from the banking sector that they have to pay their own way,
but asasmall business| would prefer it if there were no added costs. But they tell me that banks are probably
worse.

One of the things we have naticed is the change in the way people do business. They are not using cash as much.
We were thefirst businessin town to have an EFTPOS machine. It israther interesting that when you arein asmall
business you tend to have to put alot money into buying EFTPOS machines, particularly if you want to be ahead of
the rest of the community, or even if you want to keep with the rest of the community. We paid something like
$3000 for our origina machine, which we threw out after about two years. Small business cannot afford to do that.

We then had another deal — and deal s keep coming through as we go down the track, because IGA doestry to
work out dealswith us. But it is constant strain to keep your mind around all those things as well as stock the
shelves, talk to the customers and do everything else you need to do, particularly when you are constantly thinking
about the best value for telephones, the best value for banking and the best value for whatever. That is probably a
good way to run abusinessif you are abig business; but if you are a small business the one person is doing the
wholelot.

The other thing isthat after EFTPOS came in — and it was agood way of doing banking, becauseit did avay with
the acceptance of afew cheques— we did not have an ATM in town. | doubt very much whether WAW thinksit
isworth putting one in. So when we look around town and see that the next couple of biggest businesses are the
hotel and ourselves, welook like wewill put an ATM in, mainly becauseit isamost ahave-to. But againitisa
costly have-to, because to get peopleto get cash out we firstly to havefill the machine with cash. So we are looking
at thousands of dollarsthat we have to take out of our account to put into the machine so people can take money
out.

Many dedls are available. The one we are thinking of a the moment may not cost usalot, but we will have to pay
monthly phonerental. So here we are paying for something when people take their money out, and we are paying
for them to do so. The transaction rate is about 400 or 500 people in amonth using that, and that isarisk. They
want you to tieit up in contracts so that once you aretied up, you cannot get out of it. Y ou could be losing money
for months, if not years, and not be able to get out of it. The only thing you have in your favour isthat if it is not
doing enough then maybe they will want to get out of it too, but it isarisk that small business hasto take to keep
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peopleintown. The dternative isthat if people want money, they go out of town to their banks or to ATMs
elsawhere, and that is causing problemsin the town.

The effect of council amalgamations on municipal serviceswas a hard blow to us. If you talk to anybody in
Chiltern or Rutherglen they will al tell you the same thing: it would be lovely to live in Y ackandandah or
Beechworth, because they are the people who get all the services and we are the people at the tail end who get
nothing. A good exampleis sweeping the streets. | have given up deciding when they are going to sweep the
streets. They used to do it first thing on aMonday morning, which was a bit of adead lossin away because they
would do it sometimes before | got there. After the weekend you sweep the paths and the street looks just the same
five minutes afterwards, so | have to sweep the gutters. But now | could not tell you what day they are going to
come. It could be once aweek, it could be once afortnight, and sometimesit is every three weeks. In asmall town,
particularly atown like Chiltern, where tourism isimportant, little thingslike that add to the fact that it is not
looking aswell asit should.

Small things are annoying. We were going to build a house at one stage. If we wanted to take our plans up, we had
to go to Y ackandandah or Beechworth. Fine, we have cars. If you are a person without a car, how do you get to

Y ackandandah and Beechworth? Thereis no public transport at al. Again, they are small things where you want to
drop in for those sorts of council services. We have WAW next door. It isinnovative of the council to have WAW
providing the service for five days aweek, but it ismainly for paying bills and making afew inquiries. Asfor
physically having to hand things over, thereis no way you can do it without having accessto acar.

| should get on to employment services. We do not have access to any employment servicesin town. If you livein
asmall community aswe do, you try to employ people from the town. Possibly an employment serviceis not as
important to me because my policy isto keep the employment within the town. We have lost so much with the
banks going and with the council amalgamations— all of those sorts of things add to adownturnin businessand a
downturnin services. That isabout dl | have to say at the moment.

Mr THEOPHANOUS — My questions relate to public transport, and you did not mention much about
that. Do you think public transport around hereis up to the mark? Many things have changed over thelast couple of
years, with some new services going into health and education. What has happened with respect to public
transport?

MsMURDOCH — Asfar as going to Wodonga s concerned, we are probably reasonably well off in
Chiltern compared to many other small towns such as Rutherglen, Beechworth, Y ackandandah, Tambangalanga
and those places, because we are on the main railway track. We also have amain busin and out, morning and
afternoon, aong theriver. That is absolutely no use to our young people, because if they happen to get ajob —
whichisnot that easy in these areas— in Wodonga or Wangaratta and they are under 18, thereisasqued asto
how they will get there and, if they have to board in one of these larger towns, where will they board and how you
afford to keep a 16-year-old or a 17-year-old. The same goes for those children at university. We have good TAFES
in Wodonga and in Wangaratta and a university in Wodonga, but again the young ones without carsfind it very
difficult.

Thetrain and bus services do not redlly follow the work patterns. The bus leaves at about a quarter to 10, and the
train is not much better, unless you want to get up at 7 o’ clock in the morning and head towards Melbourne. We do
need some form of reliable transport. We have a community car in town that is sometimes used for the elderly if
they need to go to medical appointments and things like that.

The CHAIRM AN — Isthat acouncil service?

MsMURDOCH — The council providesthat, yes, and that is done on avoluntary driver basisto keep the
cost down as much as possible. Y es, trangport is a big issue in these communities.

The CHAIRMAN — | place on the record our welcome to and recognition of the Honourable Bill Baxter,
who hasjoined us. | thank him for having usin his electorate. It is great to see him here and to seetheinterest he
has shown in the activities of our committee by coming along on this second occasion.

Mr THEOPHANOUS — We have been told by the council that there has been abit of an upturnin
business activity in the area over the past couple of years, with afew businesses starting to work towards dealing
with al the international and other pressures you are now having to face. Isthat what you are seeing out there? Are
you seeing businesses starting to cope abit better than they have in the past?
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MsMURDOCH — | refer you back to Chiltern, which is probably the town thisinquiry islooking to me
for evidence about. Having the business | havein town, | find it rather interesting that often we have a peak of
interest where everybody decides they are going to open ashop in Chiltern. They have wonderful rosy ideas, but as
acynica older business person | look and think ‘Oh' — and sure enough, within 6 or 12 months, down the drain
they go again. Then you wait for 12 or 18 months or two years until everybody has forgotten about that and of f
they start again.

| am fairly cynical about the support we sometimes get for these small towns. People do try, but on thewhole it
does not work, and to adegree that probably a so appliesto Y ackandandah, Beechworth and Rutherglen. We have
numerous empty shopsin our towns. At the present moment in Chiltern we have a bakery that has just shifted but
has been taken over by new people, and acouple of craft shops have just been opened. | would loveto say they are
going to remain, but | do not think that will happen, and it isvery sad.

Mr BEST — | will quote from adocument called ‘ Regiona solutions program — application form’,
which has been provided to us by the council. It highlights some of the thingsthat are particular to Chiltern,
including:

46 per cent of Chiltern retail strip space has become non-performing — ieclosed ...
I think the council was looking for someideas. One of the commentsit makesin this document is:
Apart from old buildings, there are very few facilities or activities for tourists.

Y ou come from abox-ironbark area, and we are always sold the idea that the creation of national parks or areaslike
the Chiltern box-ironbark park will attract ecotourism. Has that occurred?

MsMURDOCH — No. We do get some tourism into the area, but | think they come more for the
historical interest than anything. The constant comment | hear is, ‘1sn’t thisawonderful old town! Aren’t you lucky
to livein such awonderful place — and it isagood town. | loveliving there, and | love living in asmall
community. However, asfar asthe forest goes, we get quite afew birdwatchers through, but they are a specific
group and they would come anyway.

Mr BEST — They do not value-add enormoudly?

MsMURDOCH — They do not value-add; they stay at the motel and have a bit to eat and drink, but on
the whole they would have come anyway because the bird life and so on isfairly unique out there. But | do not
think people are coming out to have alook at the box-ironbark.

The CHAIRM AN — Y ou do not think so?

MsMURDOCH — | have not struck anybody who has said, ‘| have come out here to seethe
box-ironbark forest’. | live next door toit. | walked init every morning for eight years, and at first | used to think,
‘“What ahorrible old forest’. That isthe first impression you get, because it does not ook that good when you first
seeit, but when you have walked in it for eight years and you have seen the seasons change and those sorts of
things, that impression changes. Box-ironbark forests are the sorts of forests where you redlly have to appreciate
what goes on over a 12-month period. Theforest is beautiful over a 12-month period, but there is no water there—
not in our section, anyway. | am not talking about the Beechworth side.

MsDARVENIZA — | wanted to ask you about the comments you made about council services after the
amalgamation. Others have made submissions here today saying that council services have decreased. Y ou talked
about services such asthe street sweeping; are there are other services you can tell the committee about that have
either decreased or gone altogether? Could you also make some comments about whether that has meant a
reduction in staff and whether it has had an impact on the small businessesin the area?

MsMURDOCH — Yes. Asfar astheimpact on the small businesses goes, we have only one councillor
in the areawho represents us and he lives out of town, whereas before we had about seven councillors and we saw
them around the town constantly. Now that they do not have to be constantly around the town, we do not see them
terribly much.

Asfar asthe council workers go, most of those workers who came from Chiltern have retired, so we no longer see
those people living in the town. One Chiltern person was recently employed by the Indigo council, and that person
isthefirst person from Chiltern | know of who has been employed by the council. We have had the WAW Credit
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Union opening its council office within the bank. The downsideto that isthat it uses one less building and employs
one less person, because that businessis done by the people who were aready in the office.

I now walk my dog just about every morning through a park just up the road from me which the Lions did. They
spent quite abit of money, time and effort and used alot of government servicesto get the paths done; they are
now totally overgrown. | can see that in another 6 or 12 months time you will not know thereis a path there. With
those sorts of little things— the edges that you see around the place not being mown aswell as they could be —
there seemsto be an areathat council is responsible for and another areathat nobody isresponsible for. Thoselittle
things are the things that get you, and after awhile you do not redlise you are missing them because they have been
likethat for quite afew years.

Mr BEST — There has been a 12 per cent declinein the value of housesin Chiltern. A high and growing
proportion of single parents and government beneficiaries are moving in, so you are getting people from alower
socioeconomic scale. Isthat impacting on the retail sector of Chiltern?

MsMURDOCH — Yesand no. Y es, house prices have gone down, which meansthat if you are walking
around you probably would not see as many vacancies as you would seein alot of other towns because the houses
are so cheap. Having the single parents does not impact quite as much; probably in away it helpsthe businessin
that they do not have as much accessto private transport.

Mr BEST — They are not so mobile?

MsMURDOCH — Yes, and that can be aplus. We have been fairly lucky in Chiltern — I will talk
Chiltern up — because we do not have as much of the crime that comes with lower socioeconomic groups aswe
previoudy had 10 years ago. That may be because we have had a pretty good policeman — and we have just got
another one, so that could help aswell. Asfar as business staying in the town goes, our business has gone up a bit
lately. | liketo think that is because people are supporting me, but it is also because of the IGA name. That
improvement is possibly not going over to other businesses; they are all struggling. Our businessis probably the
central focus, because you can get everything there.

MrsCOOTE — | asked the councillors about employment placement services and the opportunitiesto
get appropriate staff whenever thereisaneed. Obvioudy there are not great numbers of placement servicesin these
smdller towns. Has that been detrimental to businessesin Chiltern?

MsMURDOCH — As| said, my staff is pretty stable, and they have been therefor along time. | aminto
the business of working with them and not changing them over. | am also into the business of trying to give the
work to as many people as| can. | draw them from within town wherever possible and never from out of town, o
that does not really apply to our business.

MrsCOOTE — What other businesses are in your town?

MsMURDOCH — We have hotels and a couple of milk bars, and they all pretty much operate on the
same system, unless they can get somebody cheaply through the government. At different times— depending on
how hard somebody is cracking down on them — we do have people coming in and saying, ‘ Can we have ajob?
No? Oh good, thank you’, and walking out again, knowing full well that our places are pretty much full to capacity
and have waiting lists.

The CHAIRMAN — Thank you very much for coming along the road to speak to us. We will send you a
copy of the Hansard transcript of our discussions.

Committee adjourned.
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