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About Regional Capitals Australia

Regional Capitals Australia (RCA) was formed in 2012 to represent the interests of Australia’s regional capital
cities. Our objective is to ensure these needs are reflected in national policy and funding priorities.

Regional capital cities perform a ‘capital city’ role within their regions, providing a central point of access to
essential services, commerce, employment and education. These services are accessed by local residents as
well as those in surrounding towns and rural areas.

Regional capital cities also provide a liveable alternative for people and businesses wishing to escape Australia’s
congested metropolitan cities. Every year regional capital cities generate $225 billion, or more than 16 per cent of
national economic activity.

All RCA members have a growth agenda and stand ready to ensure a growing Australia means a stronger and
more equitable regional Australia.

Tweed Shire Council
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Executive Summary

Australia’s regional capital cities are experiencing sustained population and economic growth, reflecting long-term
structural shifts in where people live, work and invest. While the pace of change has varied in recent years, the
underlying trend toward regional centres remains strong and is supported by employment growth, industry
diversification and changing workforce patterns.

This growth is not new. The expansion of regional cities has been a feature of Australia’s settlement pattern
for more than a century, driven by the consolidation of services, infrastructure and employment in larger
regional centres.

Over time, regional capital cities have evolved to perform a capital city role within their regions, providing access
to health care, education, transport, commerce, government services and employment for both local residents and
surrounding communities.

Today, the infrastructure, services and labour markets of regional capital cities support communities well beyond
local government boundaries, making them critical nodes in Australia’s economic and social systems.

Vibrant and productive regional capital cities are central to Australia’s sustainability and prosperity. RCA member
cities have a clear growth agenda and are increasingly where national priorities are delivered; absorbing population
growth, enabling housing supply, hosting Renewable Energy Zones and major infrastructure projects, and
supporting industries critical to productivity and resilience.

Infrastructure Australia has repeatedly highlighted the high cost of unmanaged, metro-centric growth, estimating
the national infrastructure gap at between $450 and $700 billion. By contrast, well-planned growth in regional
capital cities can deliver productivity gains, reduce congestion pressures and improve the return on infrastructure
investment.

With targeted investment in housing, aviation and water security, regional capital cities are ready to support a
more balanced and productive national economy; strengthening workforce participation and delivering more
equitable outcomes for Australians, regardless of where they live.

Regional Capitals Fast Facts

5.62 million Australians live in regional capital cities.

4 million people live in surrounding rural areas.
« Nearly 10 million Australians rely on regional capital cities each day for essential services.

$225 billion contributed annually to the economy (16% of national output).

300,000 active businesses (15% of Australia’s total).

www.regionalcapitalsaustralia.org -2 -
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Albury City Council

Financial Assistance Grants

Financial Assistance Grants are one of the few untied and predictable revenue sources available to local
government and play a critical role in enabling infrastructure and service investment in regional capital cities.
However, the value of these grants has declined from one per cent of Commonwealth taxation revenue in 1996
to just 0.5 per cent today.

Restoring Financial Assistance Grants to at least one per cent of Commonwealth taxation revenue would
strengthen councils’ capacity to co-invest, maintain essential infrastructure and support sustainable
regional growth.

The measures outlined in this submission demonstrate how these pressures are directly affecting councils’
capacity to accommodate the needs of our growing communities.

Priority Action Areas

RCA has identified three priority areas for action in the 2026-27 Federal Budget that are critical to
the performance of regional capital cities and to national productivity outcomes:

¢ Housing Enabling Infrastructure and Innovation Investment.
¢ Regional Airports and Aviation Investment.

¢ Regional Water Security Investment.

Each priority focuses on removing barriers to growth, improving efficiency and ensuring regional capital cities
can continue to support economic participation and population growth across regional Australia.

These priorities also align with RCA’s policy platform.
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Policy Platform

The following outlines Regional Capitals Australia’s framework to grow regional capital cities that are:

1. Strong service centres: that provide access to essential services, infrastructure, business,
employment and education;

2. An affordable alternative: that offers more affordable housing and employment land for
families and businesses, while maintaining access to jobs, services and infrastructure; and

3. A means to ease metropolitan congestion: by supporting population growth, jobs and business
investment outside major capital cities, helping to reduce congestion, infrastructure strain and
housing pressure.

To achieve this vision we must continue to build regional capital cities that are:

1. Connected: with roads, rail, airports (and services), broadband and mobile telecommunications;

2. Productive: with diverse economies that can be built with government and private sector decentralisation
and skilled labour shaped through strong tertiary and continuing education opportunities; and

3. Liveable: with high levels of essential services, social amenities and a continued supply of
affordable housing options.
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www.regionalcapitalsaustralia.org -4 -
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Regional Housing

Regional Capitals Australia (RCA) welcomes the Australian Government’s commitment to addressing housing
supply challenges through the National Housing Accord’, including the shared target to deliver 1.2 million new
homes over five years from July 2024. RCA also welcomes the $10 billion Housing Australia Future Fund? and the
$500 million Housing Support Program?®, which recognise the importance of enabling infrastructure and planning
capability in accelerating housing delivery.

These commitments provide a strong national framework. Ensuring they translate into increased housing supply in
regional capital cities will be critical to achieving national targets, supporting workforce participation and easing
pressure on metropolitan housing markets.

The Need

Regional capital cities are increasingly attractive places for people to live and work, offering employment
opportunities, lifestyle benefits and access to essential services that support strong communities. Growth in
regional capitals is being driven by a combination of internal migration, overseas migration, expanding regional
industries and major project activity.

Australians continue to choose regional centres, with 36 per cent more people moving from capital cities to
regional areas than in the opposite direction.” RCA members support this growth and are well placed to contribute
to national housing supply, with identified growth areas, established labour markets and a central role supporting
surrounding towns and rural communities.

With the right policy and investment settings, regional capital cities can deliver housing at scale, support national
housing targets and reduce pressure on metropolitan markets.

Population and Housing Fast Facts

5.62 million Australians live in regional cities, an increase of 7.4 per cent since 2019.5

« Nearly 10 million Australians live in regional, rural and remote Australia, growing from 9.1 million
to 9.78 million in 2024.%

+ Net internal migration accounted for 38,217 people, or 291 per cent of total regional growth.’

+ Net overseas migration contributed 72,808 people, or 55.4 per cent of total growth,
despite recent moderation.®

" National Housing Accord 2022

2 Housing Australia Future Fund | Department of Finance

3 Housing Support Program | Treasury.gov.au

4 Regional Movers Index September Quarter 2025.

*> Regional Australia Institute - Regionalisation Ambition 2032 for all population fast facts.
¢ Regional Australia Institute - Regionalisation Ambition 2032 for all population fast facts.
" Regional Australia Institute - Regionalisation Ambition 2032 for all population fast facts.
8 Regional Australia Institute - Regionalisation Ambition 2032 for all population fast facts.

-5 -
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Housing Affordability Pressures

Regional capitals, like communities across Australia, are facing a growing shortage of available and affordable
housing. In these cities, the pressure is being driven by rapidly expanding workforces for major projects and
emerging industries, population growth from internal migration, and an undersupply of diverse housing options
to suit different household types. It is projected that lone-person households will increase by over 40 per cent
by 2046, accounting for more than one in four Australian households.®

Rising construction costs, increased land prices and tight developer margins are further constraining supply.
The lack of affordable housing is driving broader impacts across regional communities, including:

* labour shortages;
* reduced productivity;
* mounting pressure on local infrastructure; and

* declining liveability.

Key workers including those in healthcare, education, emergency services, and essential trades are increasingly
unable to live near where they work. All regional capital cities report impacts on local health services, followed by
major local industries (93 per cent). Infrastructure construction and tourism and cultural services are also heavily
affected (87 per cent), along with education, major development and business attraction (80 per cent).”

Housing Affordability Fast Facts

« Rents in regional Australia have increased by more than 6 per cent over the past year,
outpacing combined capital city rental increases of 4.8 per cent.”

« Households are now spending a record 33.4 per cent of income on rent.”?
« The median regional rent is $591 per week.s

* Regional rental vacancy rates have remained below 2 per cent, and in some locations
below 1 per cent, indicating persistent supply shortages.

« Regional dwelling values increased by 9.7 per cent, compared with 8.2 per cent across combined capital cities.

To help support affordable housing supply, half of rural councils and 46 per cent of regional councils report using
council-owned land to support housing delivery, compared with 14 per cent of metropolitan councils, highlighting
the extent to which regional councils are stepping beyond traditional roles.”

° Household and Family Projections, Australia, 2021 - 2046 | Australian Bureau of Statistics
9 RCA member survey

! Cotality December 2025 Quarter Report

2 Cotality December 2025 Quarter Report

3 Rental growth re-accelerates amid tightest vacancy rate

4 Cotality December 2025 Quarter Report

s Australian Local Government Housing Survey 2025

www.regionalcapitalsaustralia.org -6 -



N

7(Reg|onal Capitals
Australia

City of Karratha

Impacts on Local Economies and Communities

Housing shortages are increasingly constraining workforce availability, business investment and service delivery in
regional capitals. Rising rents and the limited supply of smaller, affordable homes are placing pressure on essential
and key workers with local businesses reporting difficulty recruiting staff due to the lack of housing. Some
businesses are delaying or cancelling investment decisions without certainty that workers can be housed.

Working families are also affected. Councils report that childcare services are constrained by staff shortages linked
to housing affordability. A Victoria University study identified many regional communities as “childcare deserts”,
where demand far exceeds supply, reinforcing the link between housing availability and workforce participation.

Challenges to Meeting National Housing Targets
Housing-Enabling Infrastructure

The delivery of new housing in regional capitals depends on timely investment in enabling infrastructure,
including roads, intersections, water, sewerage, stormwater, energy and community facilities. In regional
Australia, this infrastructure is predominantly planned, delivered and maintained by local governments.

However, the fiscal capacity of councils to fund this infrastructure has become a primary constraint on housing
delivery. RCA members report a strong pipeline of housing projects that are stalled due to the cost of enabling
infrastructure, directly affecting the timing and affordability of new homes.

Analysis from the Australian Local Government Association and evidence from the Inquiry into Local
Government Financial Sustainability show that asset renewal gaps across the sector continue to widen,
reducing councils’ capacity to fund new infrastructure while maintaining existing assets.

The State of the Housing System 2025 confirms infrastructure readiness as a critical bottleneck outside
metropolitan areas. Infrastructure Australia’s Australian Infrastructure Audit (2021) similarly found that delayed

or poorly sequenced infrastructure increases costs and constrains productivity, estimating a national infrastructure
gap of between $450 and $700 billion.

These findings reflect the experience of RCA members. Eighty per cent of regional capital cities report that the
cost of enabling infrastructure is blocking housing delivery, even where land is available and demand is strong.’®

6 RCA member survey
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Skills Shortages

Even where land is identified and infrastructure funding is available, housing cannot be delivered at scale without
the skilled workforce required to plan, approve and construct new homes. In 2024, regional Australia continued to
face significant skills shortages across various sectors, impacting economic growth and service delivery.

According to the 2025 Jobs and Skills Australia’s Occupation Shortage List, 29% of assessed occupations were
in national shortage. Regional areas experienced more pronounced shortages with 21 occupations in regional
shortage, without an equivalent shortage in capital cities, compared to twelve in 2024.7

RCA members consistently identify workforce shortages as a major constraint on housing delivery:

» 87 per cent report shortages of builders and tradespeople;
» 80 per cent identify enabling infrastructure costs as a compounding constraint; and

« 73 per cent report shortages of strategic and statutory planners, alongside shortages of surveyors,
engineers and building inspectors.

These shortages extend delivery timeframes, increase costs and limit the effectiveness of housing and
infrastructure investment, making it harder for regional capital cities to respond to demand.

City of Greater Geraldton

7 Occupation Shortage List | Jobs and Skills Australia

www.regionalcapitalsaustralia.org -8 -
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City of Palmerston

Regional Capitals Can Help Close the Housing Gap

Australia is projected to deliver approximately 938,000 dwellings over the National Housing Accord period, leaving
a shortfall of around 262,000 homes against the 1.2 million target.”® Increasing housing supply in regional capital
cities is essential to closing this gap.

Regional capital cities support growing populations, host major employment centres and deliver services across
large catchments. Unlocking housing supply in these cities will not only increase overall dwelling numbers, but
also support workforce mobility, improve productivity and reduce pressure on metropolitan housing markets.

Accelerating housing delivery in regional capitals will require:
* predictable, ongoing funding for housing-enabling infrastructure;

* innovation across construction, planning and delivery models; and

» targeted investment in regional skills, education, workforce attraction and skilled migration.

Broken Hill City Council

'8 State of the Housing System 2025 | NHSAC
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Opportunities to Meeting National Housing Targets

Innovation

Innovation is increasingly critical to addressing housing supply and affordability pressures in regional capital cities.
Traditional housing delivery models alone are not keeping pace with demand, particularly in markets affected by
workforce shortages, rising construction costs and rapid population growth.

RCA members are exploring and implementing practical, delivery-focused innovation, including;

» prefabricated and modular housing to reduce construction timeframes and labour requirements;
* trials of new construction techniques, including 3D printing; and

» refurbishment and adaptive reuse of existing buildings for short-term and transitional accommodation.
In addition innovative approaches for accommodation for major project workers include;

* modular villages (a percentage to be retained as permanent dwellings);
* repurposing of council land such as caravan parks;

* development of housing camps close to towns, so on project completion land can be on-sold with council
infrastructure already in place; and

* partnerships with major employers to provide secondary dwellings on private properties for
worker accommodation.

Funding remains the greatest barrier to progressing innovative local housing solutions. Not only are new
approaches usually ineligible for funding under existing government programs, council housing investments
are not GST exempt.

Latrobe City Council

www.regionalcapitalsaustralia.org - 10 -
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Unlocking Land for Housing

Regional capital cities have identified substantial land capacity for future housing growth. Many have completed
strategic planning and zoning for new housing precincts.

Unlocking this supply depends on the sequencing of infrastructure investment and the capacity of councils to
fund the upfront works required to activate land. RCA members report a pipeline of shovel-ready projects that
cannot proceed without funding for design, planning and enabling infrastructure.

Unlocking Existing Housing Stock - Derelict and Underutilised Housing

Around three-quarters of regional capital cities report having derelict or underutilised housing stock that could be
remediated or redeveloped to increase supply. In many cases, this stock is located close to existing services and
infrastructure, offering faster and lower-cost pathways to new housing than greenfield development.”®

Opportunities include:

¢ basic remediation to return dwellings to use within six to twelve months;

* redevelopment of derelict sites at higher density for social, affordable or key worker housing; and

e repurposing underutilised government-owned assets, including former staff housing and institutional buildings.

Despite clear potential, these projects are often delayed by funding constraints, ownership complexity and
eligibility limitations under existing programs.

Density Done Well

Density can help meet regional housing demand by delivering additional housing stock in shorter timeframes.
It can also improve affordability of housing through lower costs, including utilisation of existing community
infrastructure and essential services.

While density in some cities might include granny flats or apartments, other councils see smaller lot sizes with
freestanding dwellings in neighbourhoods within walking distance to amenities as a happy medium.

However, density does not suit every area and councils report that community acceptance varies. Seventy-nine
per cent of RCA members report community opposition as a challenge, highlighting the need for careful planning,
infrastructure support and local engagement.?® It can also place a strain on existing infrastructure.

9 RCA member survey
20 RCA member survey

-1 -
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Recommendation 1.1

Continue Housing-Enabling Infrastructure Funding

Continue and strengthen housing-enabling infrastructure programs with settings that:

e provide ongoing, predictable funding;

¢ allow direct local government access;

e support enabling infrastructure required to activate housing precincts; and

e prioritise projects capable of delivering dwellings within the National Housing Accord timeframe.

Recommendation 1.2

VY

Establish a Housing Innovation Fund

Establish a dedicated Housing Innovation Fund to support:

¢ key worker housing projects in regional capital cities;
¢ remediation and redevelopment of derelict and underutilised housing stock; and

¢ modern construction methods, including modular and prefabricated housing.

Recommendation 1.3 @

Address Regional Skills Shortages L\/ Vl

Invest in strengthening regional skills pipelines through;

¢ skilled migration to regional capitals;
¢ scholarships and subsidies for training in skills-shortage areas;
¢ increased investment in technical education and apprenticeships; and

¢ expanded vocational education and training in regional locations.

Recommendation 1.4 @

GST on Social Housing

¢ The removal of GST on council housing investments to increase the cost effectiveness of social and
affordable housing.

www.regionalcapitalsaustralia.org - 12 -
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Regional Airports and Aviation

Regional airports are key to the social and economic life of regional Australia, connecting regional capitals and
their residents to the metropolitan capitals.

Regional airports play a critical role in their communities, however most are now under significant financial strain.
With the majority owned and operated by local governments, they face the combined pressures of ageing
infrastructure, rising safety and security compliance costs, limited ratepayer bases and competing local priorities.
These structural challenges leave many regional airports without the revenue or capital required to maintain
essential assets, meet regulatory obligations or plan for future demand.

RCA welcomes the Australian Government’s Aviation White Paper: Towards 2050, released in August 2024,

and its recognition of aviation’s role in national productivity and regional connectivity. RCA also welcomes the
Productivity Commission inquiry into the determinants of regional airfares and the Senate inquiry into the reliability
and affordability of regional aviation services, that will explore the structural challenges facing regional aviation.
These inquiries are excellent foundations to examine the challenges of this important issue.

Regional airports continue to generate significant direct employment and economic activity, as well as indirectly
through associated business, service and industry activity.

These assets support the attraction of staff to, and their retention in, regional and remote communities, make FIFO
(Fly-in, Fly-out) employment possible, make businesses more efficient and facilitate freight services and same-day
business travel to capital cities from regional centres.

Regional airports support tourism and trade, assist regional Australians’ access to specialist health, education and
legal services that are otherwise not available locally, and play an essential role in saving lives by facilitating
medical evacuations, collection and delivery of organ donations and search and rescue.

The important facilities also play a vital role in the protection of Australia’s physical assets, enabling aerial fire
fighting and supporting law enforcement bodies, such as the Western Australia Police Air Support and border
protection agencies which operate out of Australia’s regional airports, particularly in Northern and Western
Australia.

Armidale Regional Council

- 13 -
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The Need

Regional capital city airports are increasingly constrained by ageing infrastructure, rising compliance costs and
growing demand, at a time when aviation connectivity is critical to workforce attraction, tourism growth and
major project delivery.

Many regional airports were developed decades ago and are now operating with runways, terminals and aprons
that are ageing, undersized or not configured for modern aircraft fleets. As regional populations grow and
industries such as renewable energy, construction, defence and resources expand, aviation demand is increasing;
placing pressure on infrastructure that was not designed for current operational requirements.

At the same time, regional airports face high fixed capital and compliance costs that do not scale with passenger
numbers. Unlike metropolitan airports, regional capital airports have limited commercial revenue but must still fund
essential safety, security and regulatory obligations. These costs are unavoidable, long-term and increasingly
difficult for local government owners to absorb.

Without targeted, long-term investment, regional airports cannot maintain safe, reliable and future-ready
infrastructure, undermining workforce mobility, tourism, emergency response capability and regional productivity.

Regional Airports and Aviation Fast Facts

« It is estimated that more than 200 regional airports and aerodromes are owned and operated by
local governments across Australia;

« Regional and remote airports collectively supported almost 25 million passenger movements in the
year to September 2025;%

« 60 per cent of regional airports operate at a loss (or 120 of the 200 regional Australian airports); and
« Almost 40 per cent of regional airports expect persistent budget deficits over the next 10 years

« The average ticket price per kilometre was 52 per cent higher for flights involving regional airports
than for flights between two capital cities.?

. 98 per cent of the domestic market is now controlled by the Qantas Group (Qantas/Jetstar) and
Virgin Australia.?

21 BITRE, Domestic aviation activity September 2025
22 Aviation White Paper (Page 141)
23 https://www.accc.gov.au/media-release/high-demand-for-domestic-air-travel-in-spring-led-to-higher-airfares

www.regionalcapitalsaustralia.org -14 -
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Challenges

Infrastructure Pressures

Essential aviation upgrades are increasingly being deferred. Bureau of Infrastructure and Transport Research
Economics (BITRE) data indicates that passenger growth at many regional airports has outpaced the level of
investment in essential aviation infrastructure, resulting in capacity constraints and increasing pressure on ageing
assets. Runway renewals, terminal expansions, apron works and safety upgrades are delayed as the capital cost is
beyond the capacity of local government owners.

RCA acknowledges the Government’s support for regional airports, through the $40 million Regional Airport
Program “to support regional airports to improve safety and connectivity and enable regional airports to make
the investments they will need”, yet the scale of funding falls well short of what is required across Australia’s
200 regional airports. Individual projects alone far exceed the program’s total allocation:

* Armidale’s Resilient Runway Project requires $140 million;
* Broken Hill’'s Regional Airport Upgrade requires $100 million; and

» Busselton Margaret River Airport Precinct Terminal Expansion requires $60 million

These examples illustrate the significant gap between available funding and the real cost of maintaining safe,
compliant and fit-for-purpose regional aviation infrastructure.

Short-term, limited funding rounds do not align with the long asset lives, high upfront costs and multi-year
planning cycles required for aviation infrastructure. The additional transition to low emissions technology as
outlined in the White Paper will further add to the on-going need for upgrades.

Where upgrades are delayed, the impacts are immediate and compounding; constrained passenger capacity,
reduced service reliability, higher operating costs and weaker regional productivity.

City of Kalgoorlie-Boulder

- 15 -
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Security and Regulatory Burden

Aviation security is essential to protecting passengers, infrastructure and national assets. Regional capital
airports recognise the importance of maintaining strong and effective security settings, particularly in a
changing risk environment.

However, the current application of aviation security and regulatory requirements places a disproportionate
financial burden on regional capital airports, many of which are owned and operated by local governments with
limited revenue bases. These costs are largely fixed, do not scale with passenger volumes and cannot be recovered
through commercial activity.

Civil Aviation Safety Authority (CASA) regulatory imposts account for around 12 per cent of total expenditure at
regional and remote airports, compared with approximately 4 per cent at major airports.

Regional airports are often required to comply with security and regulatory settings comparable to those applied
at metropolitan gateways, despite lower passenger throughput, different operating profiles and a lower assessed

threat environment. This uniform approach creates a structural cost imbalance for regional airports and their local
government owners.

In addition to existing regulatory costs, emerging aviation security reforms are introducing significant cost
uncertainty. Potential changes to screening requirements, equipment standards, staffing models and audit
obligations are being considered or implemented without clear, long-term funding arrangements. For council-
owned airports, these costs are difficult to forecast and cannot be absorbed within existing budgets.

Evidence from RCA member airports illustrates the scale of these impacts:

* Dubbo Regional Airport has incurred approximately $450,000 in CCTV upgrades to meet security expectations.

* Mandated security and compliance projects at Geraldton Airport scheduled for FY25-26 are estimated to cost
around $215,000, excluding longer-term fencing renewal.

* In addition, Geraldton Airport has committed to approximately $2.1 million in federally mandated security
screening equipment, funded entirely by the City of Greater Geraldton.

These costs are significant for regional councils and apply regardless of passenger numbers or airport profitability.

When funding is not available, airports have limited options; security costs are passed on to passengers through
higher airfares, or absorbed by councils already under financial pressure, reducing their capacity to invest in other
essential services and infrastructure.

Recent security incidents, including those at Avalon and Tullamarine Airports, highlight the evolving security
environment. RCA acknowledges the need for responsive and effective security settings.

The Aviation White Paper: Towards 2050 recognises that security requirements impose costs on regional airports
and commits to ensuring settings remain appropriate to risk levels. RCA welcomes this acknowledgement but
notes that without a more proportionate, risk-based approach supported by targeted Commonwealth funding,
security and compliance costs will continue to undermine the sustainability of regional capital airports and place
upward pressure on regional airfares.

www.regionalcapitalsaustralia.org - 16 -
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Airfares and Affordability

Affordable and reliable air services are essential to the functioning of regional capital cities. For many regional
Australians, aviation is the only practical means of accessing specialist health care, higher education, government
services, major employment centres and national markets. Unlike metropolitan travel, regional air travel is not
discretionary; it underpins workforce participation, economic productivity and social inclusion.

However, airfares on regional routes remain persistently high and volatile. This is not primarily a demand issue.
In most regional capital cities, passenger demand has recovered strongly, yet fare affordability has not followed.
Instead, regional airfares are driven by structural cost pressures across the aviation system that are amplified in
smaller markets.

Regional aviation operates with limited competition, smaller passenger volumes and high fixed costs. Airports must
maintain safe, compliant infrastructure regardless of throughput, and airlines face higher per-passenger costs on
regional routes. When costs increase anywhere in the system; whether through infrastructure renewal, security
requirements or regulatory compliance, those increases are more acutely felt on regional services and flow directly
into ticket prices.

The Australian Government has recognised these challenges through the Aviation White Paper and the
Productivity Commission inquiry into regional airfares. These processes highlight that improving affordability
cannot be achieved through fare regulation alone. Instead, it requires structural reform that addresses the cost
base faced by regional aviation markets.

High airfares have direct and compounding impacts on regional economies. Employers face difficulty attracting
and retaining staff, particularly in sectors reliant on fly-in, fly-out or specialist workers, including health,
construction, renewable energy and defence. Tourism demand is suppressed as price sensitivity increases.
Businesses face higher costs of doing business, reducing productivity and competitiveness. Communities
experience reduced access to essential services that metropolitan Australians take for granted.

Dubbo Regional Council

- 17 -
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Affordability has become one of the most significant barriers to regional air travel. Since 2019, return airfares on
routes linking RCA member cities to their nearest capital city have increased sharply;

« Albury to Sydney: return fares increased by 43 per cent between 2019 and 2025, with fares now costing $378.
» Kalgoorlie to Perth: return fares increased by 49 per cent between 2019 and 2025, with fares now costing $608.
» Karratha to Perth: return fares increased by 34 per cent between 2019 and 2025 with fares now costing $857.

e Multiple routes now exceed price points that place regular air travel beyond the reach of many households and
small businesses.

Improving regional airfare affordability depends on strengthening the sustainability of regional airports and
reducing avoidable cost pressures within the system.

Long-term infrastructure investment, proportionate security and regulatory settings, and funding models that
recognise the essential national role of regional aviation are critical to ensuring regional Australians are not
permanently priced out of connectivity.

Shire of Broome

www.regionalcapitalsaustralia.org - 18 -
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Town of Port Hedland

Vulnerability of Regional Aviation Routes

Australia’s domestic aviation market is highly concentrated, with Qantas Group and Virgin Australia accounting
for over 98% of the domestic market share.?

For many regional and remote communities, only one airline serves the market, reducing affordability and
accessibility for regional Australians. Of the 158 routes tracked by the ACCC in October 2025, a single carrier
operated 89 routes (56.3%), and none were served by three or more airlines.?®

Reductions in frequency of services, withdrawals on some routes and the voluntary administration of Bonza
and Rex Airlines highlight the fragility of regional aviation markets and the risks faced by communities reliant
on limited competition or single-carrier routes.

On top of this, existing challenges also remain with the propensity of airlines to suspend, cancel or reduce services,
often with limited notice on regional routes. Service reductions or suspensions have been common place by
all carriers and have affected regional airports in every Australian state and territory.

Regional services continue to lag behind metropolitan counterparts. For the 2024-2025 year, the average
national cancellation rate (across all domestic airlines and airports) was 2.5 percent. However, in regional areas
key carriers such as Qantas Link and SmartLynx cancelled regional flights at 3.4 and 7.3 percent respectively.?®
Well above the national average.

The vulnerability of regional aviation routes creates a risky investment environment not only for airport operators
but also for local businesses. This is to the detriment of regional Australians requiring connectivity their
metropolitan counterparts do.

The Government’s investment in Rex Airlines has been strongly welcomed by RCA as an important step towards
the improving both reliability and competition. The administration of Tiger Airways, Bonza and Rex means

that, as of July 2024, no domestic route has more than two competing airline groups. ? Competition will be

key to improving both service and reliability.

24 Australian Competition and Consumer Commission (ACCC), Domestic airline competition in Australia - December 2025

25 Australian Competition and Consumer Commission (ACCC), Supplementary data of Domestic airline competition in Australia - December 2025

26 Airline On Time Performance, 2024-25 Financial Year | Bureau of Infrastructure and Transport Research Economics

27 https://consumersfederation.org.au/accc-finds-new-and-expanding-airlines-face-significant-challenges-as-concern-remains-over-domestic-airline-competition

- 19 -
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Snapshot of service changes:

« July to November 2025 - Government support to maintain support while seeking a buyer for Rex Airlines;

* November 2025 - US-based Air T takeover Rex Airlines;

o July 2024 - Rex Airlines entered voluntary administration with the future viability of the airline uncertain;

* April 2024 - Bonza Airlines entered voluntary administration and ceased all operations in regional Australia; and

e June 2025 - data indicates regional cancellation rates by key regional carriers such as QANTAS Link are well
above the national average of 2.5 percent at 3.4 percent.

A stable and well-funded regional aviation framework will give airlines greater confidence to maintain and expand
services, while providing regional communities with the connectivity they need to grow.

Recommendation 2.1 @

0N

Address Regional Airports Sustainability

e Establish a $200 million Regional Airports Sustainability Fund over four years.

Recommendation 2.2 @

03N

* Resolve funding support and or the requirement for security screening at regional airports to
ensure security arrangements required reflect the security risk and present an equitable cost
to regional Australians.

Recommendation 2.3 @

s

Reform Regional Airport Security Funding

Reform Regional Airport Security Funding

¢ Undertake all efforts to ensure strong consistency of service, improved competition,
viability of regional aviation.

www.regionalcapitalsaustralia.org - 20 -
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Regional Water Security

Water security is a critical issue in regional Australia, where communities rely heavily on consistent water supply for
agriculture, industry, and daily living.

However, challenges such as flooding and drought, population growth, ageing water infrastructure and difficulties
in directly accessing Federal water funding programs are placing increasing strain on regional capitals and our
ability to meet demand.

The 2019 Australian Infrastructure Audit found that the ‘urban water sector faces challenges, including the impacts
of climate change, population growth, ageing assets, and changing needs and expectations from users.

Failure to adequately address these challenges could lead to rising water bills, as well as exposing users to risks of
declining service quality and reliability’.

In regional areas, water utilities often rely on a single supply source, with no physical link to an alternative bulk
water supply. The lack of supply diversification creates further water security risks for these communities.

The 2021 Australian Infrastructure Plan identified that the security of water resources is under increasing pressure
from climate change, weather extremes, population growth, changing user expectations, changing land use and
ageing infrastructure.

Hume Dam servicing Albury City Council and City of Wodonga
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Water Security Fast Facts

* Water underpins Australia’s agricultural and primary industry sector and supports more than
220,000 jobs across regional Australia.2

* In a survey conducted of RCA members:
o 44 per cent reported they are experiencing “significant water shortage issues” on an annual basis;

o 77 per cent identified upgrades to local water infrastructure as the key policy and funding priority to
improve local water security and quality in their city;

o 55 per cent require water infrastructure upgrades now, with a further 11 per cent expecting upgrades
within the next 5-10 years; and

e Agriculture and primary industry sectors account for Imore than half of Australia’s annual demand for water, 2°

The Need

Regional Australia faces significant water infrastructure challenges, driven by a combination of climate variability,
population growth and ageing water infrastructure.

Many regional capitals experience frequent droughts and floods, which strain already limited water resources and
necessitate improved water storage and distribution systems.

Regional areas often rely on small, ageing pipelines and treatment facilities that are ill equipped to handle
fluctuating demand and increasingly severe weather events.

Population growth is also putting pressure on water infrastructure. Although migration to regional Australia has
slowed since reaching its peak during the COVID pandemic lockdowns, regional migration continues to grow.

Since 2019, regional population has grown at 6.3%, reflecting a sustained shift towards regional living, primarily
driven by net overseas migration.*® This growth is placing further strain on regional water infrastructure and supply.

Without direct Federal funding investment, these infrastructure limitations hinder water security, affecting not only
households, commercial industry and vital agriculture industries - critical to Australia’s economic security.

28 Funding | National Water Grid Authority

29 Funding | National Water Grid Authority
30 Regional Australia Institute Media Release 3 April 2025 - Regional Australia’s Population Nudges 10 Million People

www.regionalcapitalsaustralia.org - 22 -



N
7 rRegmnaI Capitals

Australia

Darling River in drought

Challenges

Climate Pressures

In the 2024-25 financial year, Australia recorded its warmest year on record, with the nationally averaged mean
temperature 1.68 °C above the 1961-1990 average. For regional capitals, sustained higher temperatures translate
into higher household, industrial and agricultural water consumption, compounding pressure on already
constrained supplies.

Drought remains one of the most persistent and damaging pressures on water security in regional Australia.
While national average rainfall for 2024-25 was 10 per cent above average, this masks sharp regional disparities:

¢ Northern Australia recorded rainfall 21 per cent above average;
¢ Southern Australia was 5 per cent below average; and

e Parts of Victoria and South Australia, rainfall was the lowest on record since 1900-01, extending prolonged dry
conditions.

This uneven distribution increases the risk of both flooding and prolonged drought, complicating water planning
and storage management in regional cities.®

1 Bureau of Meteorology Financial year climate and water statement 2024-25
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Water resource indicators also show declining resilience:

» Streamflow was below average at 32 per cent of monitored sites, particularly across South Australia,
Tasmania and western and central Victoria;

» National surface water storage levels continued to fall, sitting at approximately 70 per cent of capacity,
including in key Murray-Darling Basin storages; and

* Groundwater trends also point to increasing stress, with fewer bores showing recovery and a growing proportion
exhibiting long-term decline.*?

For many regional capitals, these climate pressures are magnified by structural vulnerabilities. Many rely on single-
source water supplies, have limited interconnection with alternative systems, and operate ageing infrastructure
with limited capacity to respond to prolonged drought or sudden shocks. Without targeted investment in
diversification, storage, treatment and system resilience, climate change will continue to expose regional
communities to higher costs, tighter restrictions and increased risk of water supply failure.

Single-Source Supply and Limited System Resilience

Many regional capitals rely on a single water source or treatment facility, with no physical connection to an
alternative bulk supply. This lack of diversification creates significant vulnerability during drought, contamination
events or infrastructure failures.

Unlike metropolitan systems, which can often redistribute supply across interconnected networks, regional water
systems frequently have no fallback option. When a supply fails or storages reach critically low levels, councils are
forced to rely on emergency measures such as water cartage, temporary treatment solutions or severe restrictions;
all of which are costly, disruptive and unsustainable.

Goulburn Mulwaree Council

32 Bureau of Meteorology Financial year climate and water statement 2024-25
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Fraser Coast Regional Council

Ageing Infrastructure and Capacity Constraints

Much of Australia’s regional water infrastructure was built decades ago and was not designed to accommodate
current population growth, industrial demand or climate stress. Ageing pipelines, treatment plants and storage
assets are increasingly inefficient, expensive to maintain and vulnerable to failure.

RCA member councils report that water infrastructure upgrades are not only overdue but urgent, with 77% of
respondents noting upgrades to water infrastructure needs to be prioritised to improve water security in their city.
However, the capital costs involved are substantial and often exceed the financial capacity of local governments
with constrained revenue bases and competing infrastructure priorities.

Without timely investment, infrastructure limitations will continue to constrain housing delivery, industrial
development and population growth in regional capital cities.

Emerging Water Quality Risks, Including PFAS

Water quality issues are becoming an increasingly significant component of regional water security.
Emerging contaminants, including per- and polyfluoroalkyl substances (PFAS), pose complex challenges
for regional water utilities.

PFAS contamination has already affected water supplies in several regional communities, requiring expensive
monitoring, treatment upgrades and alternative supply arrangements. These costs are ongoing, difficult to
predict and not easily absorbed by small regional utilities.

Addressing PFAS and other emerging contaminants often requires advanced treatment technologies, new
infrastructure and specialist expertise; all of which place additional pressure on councils already managing
ageing systems and climate-driven risks.

- 25 -



7 (Regmnal Capitals
Australia

The Opportunity

Addressing regional water security offers a clear opportunity to underpin sustainable growth, strengthen climate
resilience and protect agricultural and primary industries that account for more than half of Australia’s annual
water demand.

Investment and reform in regional water systems would support liveability, economic productivity and
environmental outcomes in the face of a changing climate.

Regional capitals can build resilience by:

» Diversifying water supplies, reducing reliance on rainfall-dependent sources through recycled water systems,
stormwater capture and alternative bulk connections;

* Upgrading and expanding water treatment, storage and distribution infrastructure to accommodate growing
demand and improve reliability during drought and flood events;

* Integrating water security planning with housing, industry and regional development strategies, ensuring water
availability does not constrain growth; and

* Strengthening local government capacity to deliver and maintain resilient water systems through direct access
to federal funding and technical support.

RCA welcomed the Australian Government’s changes to the National Water Grid Investment Framework in October
2022 which delivers nationally important water infrastructure projects.

These changes better align the policy and regulatory challenges first identified in the 2004 National Water
Initiative, while broadening the scope and range of projects to be considered for funding including for regional
Australia.

City of Port Lincoln

www.regionalcapitalsaustralia.org - 26 -
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Greater Geelong City Council

The National Grid Investment Framework’s 2022 recognition of the need to include essential town water supplies in
regional and remote communities funding as an area of need has opened the path for much needed federal water
funding reform.

However, RCA believes that this recognition has not gone far enough. Further reform is needed to provide a path
for direct access funding from the Fund for regional capitals in order to meet local water security needs.

This issue was identified by Infrastructure Australia in the 2019 Audit, highlighting the need for a national approach
to town and city water security across local, state and territory jurisdictions. Despite this, current funding
arrangements continue to limit the ability of councils to progress priority projects.

RCA members consistently report that the National Water Grid Investment Framework does not provide a clear
pathway for local government participation, resulting in critical local water security needs being overlooked as
populations grow.

As one member city noted,

“Funding programs such as the National Water Grid are not open to local government and there are no clear
administrative pathways for councils to have their projects considered.”

Accordingly, RCA contends that regional capital cities must have pathways to directly access National Water Grid
funding. Given the scale of water demand associated with population growth, industry expansion and agriculture,
enabling local governments to participate is essential to improving water supply diversification, upgrading
treatment and distribution infrastructure, and strengthening long-term regional water security.
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Recommendation 3.1
Critical role of Water in Regional Australia

* The Government recognises the critical role water plays in regional Australia - especially to support
population growth, agriculture and primary industry sectors.

Recommendation 3.2

Enable access to the National Water Grid

¢ Amend access arrangements under the National Water Grid Investment Framework
to allow local governments to directly access funding based on local need.

Ballarat City Council
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Table of Recommendations

Policy Area

Housing Enabling
Infrastructure and
Innovation investment

Regional Airports and
Aviation Investment

Regional Water Security
Investment

Continue and strengthen housing-enabling infrastructure programs with
settings that:

* provide ongoing, predictable funding;
+ allow direct local government access;
* support enabling infrastructure required to activate housing precincts; and

e prioritise projects capable of delivering dwellings within the National Housing
Accord timeframe.

Establish a dedicated Housing Innovation Fund to support:
» key worker housing projects in regional capital cities;
* remediation and redevelopment of derelict and underutilised housing stock; and

* modern construction methods, including modular and prefabricated housing.

Invest in strengthening regional skills pipelines through:
» skilled migration to regional capitals;

» scholarships and subsidies for training in
skills-shortage areas;

e increased investment in technical education and apprenticeships; and
» expanded vocational education and training in regional locations.

The removal of GST on council housing investments to increase the cost
effectiveness of social and affordable housing.

Establish a $200 million Regional Airports Sustainability Fund over four years.

Resolve funding support and or the requirement for security screening at
regional airports to ensure security arrangements required reflect the security
risk and present an equitable cost to regional Australians.

Undertake all efforts to ensure strong consistency of service, improved
competition, viability of regional aviation.

The Government recognises the critical role water plays in regional Australia -
especially to support population growth, agriculture and primary industry sectors.

Amend access arrangements under the National Water Grid Investment
Framework to allow local governments to directly access funding based
on local need.
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For more information on Regional Capitals Australia, please contact the Secretariat:
Rachael Sweeney

Regional Capitals Australia Secretariat

Email: secretariat@regionalcapitalsaustralia.org

Phone: 0422 067 858

www.regionalcapitalsaustralia.org

@ regionalcapsaus o RegionalCapitalsAustralia

Regional Capitals Australia is compliant with the Copyright Act 1968 (Cwlth) (the Act) as all included works are either owned by RCA and
all other original works’ authors have been sufficiently acknowledged by providing the title, name of the original author and the link to the
original work where reasonably possible. RCA has provided sufficient acknowledgement of all works included in the Annual Statement
and has not reproduced a significant portion of any of the included works and is compliant with the Act.

Armidale Regional Council
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