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The structure of Government 

Commonwealth of Australia 
 

   

 

Australia overview 
 

Population    25 million1 

Population per sq km         3.32 

 

Government expenditure  

as % of GDP          36%3 

 

Place in World League 

people’s trust in government4   17   

people’s satisfaction with life5  11     

GDP per capita6    16  

Legatum Prosperity Index7   13   

Freedom in the world8      6 

 

Note: all data in this report are pre-2020 to exclude the effect of Covid-19. 

 

Governance overview 
 

Australia is a federal parliamentary constitutional monarchy. The federal government is 

separated into three branches: legislature, executive and judiciary.  

 

There are three levels of governance in Australia: federal, state/territory, and local 

government.  
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Electoral system 

Members of the House of Representatives are elected by single-member constituencies 

using a first past the post system, senators by proportional representation. 

Voting is compulsory in national elections and in some states. 

 

Direction of devolution 

Bottom up. States have power to legislate on any subject, whereas the federal government 

may only legislate within certain areas. States, not Parliament, have the power to legislate 

with respect to education, criminal law and state police, health, transport, and local 

government. However, federal government law prevails over state law in areas where it can 

legislate.  

 

Top down. Territories, on the other hand, exercise powers devolved to them by the 

Parliament, which theoretically has the power to modify or repeal any legislation passed by 

the territory parliaments. 

 

Political style 

Politics in Australia has become increasingly unstable in recent years. There have been five 

different prime ministers since 2007, two of which were removed after party coups. Some 

have suggested that this is the result of “structural flaws” and have called for changes in the 

constitution.9  

Income equalisation  

Australian Government has a vertical fiscal imbalance of power. The federal government has 

extensive powers to raise revenue, whilst the majority of public services are provided by the 

states whose power  to raise fund is limited capacity. The imbalance is addressed by the 

transfer of funds as grants from the federal government to the states and territories.  

 

Horizontal equalisation is undertaken through a Horizontal Fiscal Equalisation policy 

overseen by the Commonwealth Grants Commission. 

 

Unusual features 

The power of the states and the imbalance of funding – see Direction of devolution and 

Income equalisation above and Responsibilities below. 

 

In circumstances provided for by the Constitution, an unresolved disagreement between the 

House and the Senate may lead to the ‘double dissolution’ of both Houses by the Governor-

General, prompting new elections for both houses. 
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Federal Government  
 

Parliament has two houses: the upper Senate and the lower House of Representatives. 

Parliament    House of Representatives Senate 

Members     151    76 

Population per members   170,000   330,000 

Full or part time   full time   full time 

Pay ratio to national average wage10 2.8     2.8 

Weeks of sittings per year11   13     11  

 

Elections 

Electorate    national   national 

Frequency     3 years    3 years 

Turnout last time12   91%     91% 

Legislation process13 14 

Bills can be proposed by either chamber. However, only the House or Representatives may 

introduce a money bill (a bill proposing an expenditure or levying a tax). A bill must be 

passed by a majority vote in both house before it can become law. The bill will then be given 

Royal Assent by the Governor-General and become an Act of Parliament. 

 

Normally, Bills are read three times by the House of Representatives, before passing to the 

Senate. The bill also goes through three readings in the senate, before it is returned to the 

House, either with or without amendments. The Senate may request that the House make an 

amendment in cases where the Senate is prevented by the Constitution from making an 

amendment itself. Senate amendments and requests are considered by the House, and may 

accept or reject them. 

 

Where there are disagreements between the chambers, they seek to reach agreement. If they 

cannot agree, a bill may be dropped. In circumstances provided for by the Constitution an 

unresolved disagreement may lead to the ‘double dissolution’ of both Houses by the 

Governor-General, prompting new elections for both houses.  

 

Responsibilities 

Section 51 of the Constitution grants legislative powers to the Federal Government only 

within certain subject areas.  
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These include airports and ports, communicative services, copyright law, currency, defence, 

interstate trade, marriage law, policing (national and international level), social security and 

welfare.  

 

However, section 96 of the Constitution states that the Federal Parliament is responsible for 

raising the majority of tax money and can grant money to any State "on such terms and 

conditions as the Parliament thinks fit." This means that it can make certain mandated grants 

conditional on states implementing policies within in their own fields of legislative 

responsibility, effectively intertwining its own legislative powers with those of the states.  

 

Of total government expenditure15 16 

spent at federal level    72%17  

 

Source of funds 

Federal and state taxes              100% 

 

Who decides 

Tax type: the federal government has the exclusive over custom and excise duties.  

The federal and state legislatures have concurrent power for all other taxes.  

However, section 109 of the Constitution provides that federal law prevail over state law. 

 

Tax rates: Federal and state legislatures 

 

Who collects tax 

Federal government 

 

 

State Government 
Governance 

States are the level of government below federal. There are six states, plus two mainland 

territories that effectively function as states, and also seven external island territories with 

relatively tiny populations. This means there are eight total major subdivisions at this layer of 

government  

 

States have a high degree of autonomy. Each States and the Federal Government, has its own 

constitution, so that Australia has seven sovereign Parliaments, none of which can encroach 

on the functions of any other. Territories, on the other hand, exercise powers devolved to 

them by the Parliament, but fulfil similar governmental functions to states.   
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States        States  Major territories 

Number      6  2 

Population average  4 million 330,000 

 

State governments                   Average High  Low 

Members18     57  93  25 

Population per member             53,000  86,500  9,800 

Full or part time    most full-time 

Pay ratio to national average wage   2.1  2.2  1.8 

Weeks of sittings per year    9.3  14.4  7.2  

 

Elections 

Electorate     state 

System      proportional representation    

Frequency     4 years 

% turnout     87%  72%  48% 

 

Legislation process19 

Legislative processes are broadly similar from state to state (or territory), the major difference 

being whether a parliament is bicameral of unicameral. In either case, the bill usually gets 

three readings in each house. For bicameral parliaments, bills can usually be introduced in 

either house but must be approved by both houses.  

Responsibilities 

Include criminal justice, education, fire services, gas and electricity, healthcare, housing, 

policing, transportation. 

 

States expenditure as a % of20 

total government expenditure  45% 

 

Major Taxes 

Payroll tax, conveyance duty (stamp duty), motor vehicle taxes, gambling taxes, land tax, 

insurance taxes (fire and ambulance levies) 21 

 

Source of funds22 

Raised locally   56% 

Block grants                                                    24% 

Mandated grants                                            20% 

 

Who decides  
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Tax type: the federal and state legislatures have concurrent power. However, section 109 of 

the Constitution provides that federal law prevails over state law.  

 

Tax rates: the federal and state legislatures. 

 

Who collects tax 

States 

Local government 

Governance 

There is a single layer of local government below State. There are a number of large areas 

with relatively small populations which are not a part of any local government area.  

Local governments are recognised in State constitutions but not the Constitution of Australia. 

States have exclusive jurisdiction over local government. The responsibilities and practices of 

local government councils are broadly similar, but with some variations between states. 

Local governments typically have an elected council usually with a mayor or president who 

has broad executive functions. They are usually elected by their fellow councillors, but in 

some case by the electorate. Mayors can be either executive or ceremonial. 

 

Local governments 

Number                                                          563  

Population average                                      45,000  

 

Council governments 

Members                                                   4-15 

Population per member      5,000  

Full or part time:      mostly part-time 

Pay ratio to national average wage23      0.1-0.4  

Weeks of sittings per year        varied  

 

Elections24 

Electorate                                                   local area                                          

Frequency                                       4 years 

Turnout, average                                    74% 

 

Legislation process 

Local government powers are determined by state governments. States have primary 

responsibility for funding and exclusive responsibility for supervision of local councils. Local 



 

Australia 9 pages 

 

7 
 

governments can decide the process they use to make local laws, but may have to comply 

with specific requirements set out by the states. 

 

Responsibilities25 

Culture, fire services, family welfare services, leisure, libraries, local roads, parks, refuse 

collection, water and sanitation, slaughterhouses, tourism, town planning. 

 

Expenditure as a % of26 

total government expenditure                5.7%  

 

Major Taxes  

Property tax 

 

Source of funds27 28 

Raised locally                                           92% 

Block grants                                             6% 

Mandated grants                                     2%               

                                                                                                         

Who decides 

Tax type: Local government (bound by certain budget principles dictated by the state) 

Tax rates: Local government (bound by certain budget principles dictated by the state) 

 

Who collects tax 29 

Local government 

 

 

Further reading 
 

FactCheck: how much of Australia’s tax is collected by states and territories? 

https://theconversation.com/factcheck-how-much-of-australias-tax-is-collected-by-states-

and-territories-50457 

The Instrumental Framework of Taxation in America 

https://tticdn.blob.core.windows.net/tti-

files/dmfile/Institutional_Framework_of_Taxation_in_Australia.pdf 

 

 

 

 

https://theconversation.com/factcheck-how-much-of-australias-tax-is-collected-by-states-and-territories-50457
https://theconversation.com/factcheck-how-much-of-australias-tax-is-collected-by-states-and-territories-50457
https://tticdn.blob.core.windows.net/tti-files/dmfile/Institutional_Framework_of_Taxation_in_Australia.pdf
https://tticdn.blob.core.windows.net/tti-files/dmfile/Institutional_Framework_of_Taxation_in_Australia.pdf
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