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Background 

Norfolk Island has endured it fourth consecutive year of economic depression. During 

this period the island’s economy has contracted by about 35% and the ordinarily 

resident population has fallen to approximately 1750 people. This represents a 

population loss of 14% since 2001. Tourism remains the island’s single industry and 

the forecast arrivals for the 2012/13 year will be approximately 23,500 visitors. This 

is the lowest level of visitation in nearly 25 years. 

 

The Norfolk Island Government has agreed to enter into the Australian income tax, 

Medicare and Social welfare system and expressed a desire that this take place as 

soon as possible. In April we were advised by Minister King that this will not occur in 

the near term. Meanwhile the Government has remained committed to the local 

reforms to improve the economy and is continuing to implement these. Immigration 

has been liberalised, barriers to competition have, or are in the process of, being 

removed, reforms of the Public Service legislation are taking place and the process of 

examination of Government Business Enterprises (GBE’s) is about to take place with 

the initial assistance of external expertise. 

 

It is in this environment in which I frame the current budget for the 2013/14 year and 

the forward estimates for the period to and including the financial year 2016/17 

 

Long Term Financial Objectives 

The Norfolk Island Government’s long term financial objective is to place the 

Territory into a financially sustainable position of the preferred model of Territory 

self-government that was presented in the 13
th

 Legislative Assembly and again 

endorsed recently by this Government. This is through growing our economy and 

reforming the responsibilities of the Norfolk Island Government. 

 

In improving our economy we are removing the local constraints that have been 

identified to its growth. Our strategy is to continue the reforms to create a better 

environment for business development and economic growth. Reforms in immigration 

and business regulation have the objective of allowing our existing people to expand 

or capture opportunities or allow new people to move the island to develop these. 

 

The increased role of the private sector in the provision of services to the community 

is designed to create further private sector opportunities. The adoption of the 

Competition Policy Principles for those enterprises which remain in public ownership 

will place these operations on a level playing field with the private sector. It will also 

reduce the Government’s ability to draw greater than reasonable returns from these 

sources. 

 

In the 2013/14 year the Government will commence the divestment assessment of the 

GBE’s. For those GBE’s where there has been a history of loss-making it will during 



 

 

the year examine and consider options associated with these services. Provision has 

been made for the operation of these services for 2013/14 during which time all 

options will be considered. The remaining GBE’s will be assessed for divestment 

through the period 2013/14 to 2016/17 commencing with the Liquor Bond and 

Norfolk Telecom. The forward estimates have these remaining in public ownership 

but remove the revenues and expenditures from the Revenue Fund and replacing these 

with normal dividends based on the community investment
1
. It is assumed that any 

GBE’s remaining in public ownership will report separately on their finances. 

 

In the 2013/14 budget there is an increase customs duty along with increases being 

sought to the passenger movement charge and international telephone charges from 

the island. These measures have necessary along with expenditure reductions to 

counter act downward revision of estimates since the mid-year budget review. 

 

The Government is committed to local tax reform and during the course of 2013/14, 

will undertake the valuation of all land on the island and propose drafting a Bill to 

allow the collection of Municipal rates on the island from the 1
st
 of July 2014. In 

recognition of the difficult financial times on the island it is proposed to be introduced 

from a low rate in 2013/14 to the full tax rate by 2017/18. 

 

Undertaking local economic reforms, whilst improving prospects for the local 

economy will worsen the Norfolk Island Government’s financial outlook, the 

increased revenue from local tax reform will be less than the loss of revenues from 

GBE reform from divestment or corporatization. The fiscal outlook is provided in the 

next section and this underlying deficit will need to be made up through increasing 

essential services funding from the Commonwealth or from allowing the island into 

the Australian Taxation System and transfer payment arrangement for the provision of 

State and Local Government services to the community. The Government’s strong 

preference is for the latter. 

 

The existing forward estimates are shown in the Table 1 

 
Table 1  Forward estimates of income and expenditure 2012/13 to 20116/17 

 
   Budget   Forward Estimate  

   2012/13   2013/14   2014/15   2015/16   2016/17  

INCOME
2
           

Revenue from taxes  9,443,400   9,575,000   9,960,200   10,388,900   10,835,956  

Revenue from charges  322,900   320,400   312,800   318,600   324,400  

Revenue from other sources  19,634,500   19,824,200   4,131,400   4,253,600   4,377,500  

Grant received - Aust govt.  4,500,000   4,400,000   -   -   

Total income  budget  33,900,800   34,119,600   14,404,400   14,961,100   15,537,856  

      

Less      

      

EXPENDITURE (excl 
depreciation) 

     

Salaries & wages  10,419,700   10,375,531   7,907,165   8,035,565   8,035,565  

Recurrent expenditure  22,841,250   23,363,220   9,529,570   9,754,680   10,015,780  

                                                 
1
 A required Rate of Return of 8% on the value of assets invested in the GBE’s has been used. 

2
 Excluding Healthcare and Workers Compensation Revenues 



 

 

   Budget   Forward Estimate  

   2012/13   2013/14   2014/15   2015/16   2016/17  

Capital expenditure  640,400   401,150   1,537,600  6,112,365   1,018,350  

Total expenditure budget  33,901,350   34,139,901   18,974,335  23,902,261   19,069,695  

  -      

      

Surplus/(deficit)  (550)  (20,301)  (4,569,935)  (8,941,510)  (3,531,839) 

 

To remove the forecast structural deficit in the budget forward estimates, without 

entering the Australian tax and transfer payments system would require both massive 

local taxing increases and expenditure reductions. Putting this into context, if the 

Norfolk Island Government decided to stop providing Federal Government services 

such as border customs control, federal policing subsidised Healthcare and Social 

Welfare the forecast 2014/15 deficit of $4.569 mil would still result in a forecast 

deficit of $1.263 mil. This would however have disastrous effects for those reliant 

upon these local benefits and would require a combination of further expenditure 

reductions or tax increases to balance the budget. 

 

The reality is that it is not possible for the Norfolk Island Government to remove the 

underlying structural deficit in the budget due to the high cost of supplying State and 

Territory level services to the community (See Table 2). The high cost of providing 

Education, Hospital and Law and Order services to the community is greater than the 

revenue base to support these. Unlike the mainland States and Territories the Norfolk 

Island Government is expected to fund the full cost of providing these services 

without the corresponding Federal transfer payment system to assist in their provision. 

 
Table 2 State level income and expenditure 2012/13 to 2016/17 

 
State 2012/13 2013/14 2014/15 2015/16 2016/17 

Income 11,861,300 11,795,850 2,912,936 3,011,100 3,110,627 

Expenditure 18,311,205 18,755,888 11,105,153 14,092,497 11,108,750 

Surplus/Deficit -6,449,905 -6,960,038 -8,192,217 
-

11,081,397 -7,998,123 

 

 
 
Figure 1 Deficit in the State level income and cost of providing State services 2012/13 to 2016/17 



 

 

 

Key Financial Measures 

The Government has been advised that the Australian Government has agreed to 

provide direct budget support of $4.4 mil in 2013/14 for the provision of essential 

services. This represents $2.3 mil less than was estimated as being required at the 

mid-year budget review in January. The Governments financial position has 

deteriorated since January 2013 and this has increased the forecast level of the 

operating deficit by approximately $2.0 mil 

 

The combination of these factors has necessitated the following measures to be 

implemented for the 2013/14 year:- 

 

1. There will be a freeze on public service recruitment 

2. People leaving the service will not be replaced 

3. Vital positions will be filled by internal transfer of non-essential staff. 

4. Capital expenditure has been reduced from $2.3 mil to $0.401 mil and only on 

essential capital replacement 

5. Customs duty will be increased from 12% to 18% 

6. International telephone call costs during peak times will be increased from 20 

cents per minute to 40 cents per minute from landline to landline calls. 

International mobile phone calls will be increased from 60 cents per minute to 

90 cents per minute during peak periods. 

7. Passenger Movement Charges will, subject to Commonwealth approval, be 

increased by $10 per sector. 

 

The Government has provided for in the forward estimates for its contribution to the 

improvement in shipping services to the island. In total it has provided $5.545 million 

over the 2014/15 and 2015/16 years for the purchase of a mobile crane, barges and 

related equipment for the discharge of cruise ship passengers and containerised freight. 

This complements the recently approved $13 million funding obtained for the Norfolk 

Island Port Facilities Upgrade Project. 



 

 

 

 

 

Policies to reverse discretionary financial actions 

During the 2012/13 year there has been no short-term measures entered into by the 

Government that now require reversal. 

Changes from previous policy objectives and strategies 

Due to the Norfolk Island Government not being able to pass a full-year budget for 

the 2012/13 year there were no previous statement of policy objectives. 



 

 

 


