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Insights from the PSN Local Government Focus Day

The 2026 PSN Local Government Focus Day brought together senior leaders and practitioners
from across Victorian councils to reflect on shared challenges and how councils are responding

in practical, grounded ways.

Discussions ranged from financial sustainability to the use of Al. The consistent theme was
that Councils are actively adjusting how they plan, prioritise and operate in response to
sustained change, rather than waiting for conditions to stabilise.
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What stood out overall

Across the day, several consistent
observations emerged:

Financial sustainability
01 overwhelmingly shapes

strategic decisions

is increasingly necessary, but

02 Technology and Al integration
outcomes depend on readiness

Service prioritisation is
03 increasingly a central

leadership responsibility

Rather than pointing to a single solution,
discussion reflected a sector working
through how to respond thoughtfully and
practically to ongoing change.

Navigating shared challenges with clarity

Participants described a common set of challenges affecting
councils across the sector. While each challenge is familiar,
addressing them at the same time requires councils to make
clearer choices about priorities, resource allocation and
service trade-offs.

Polling reinforced the central importance of financial
pressure:

91% of participants identified financial sustainability as
the most pressing challenge facing local government,
well ahead of infrastructure, environmental or social
considerations.

The discussion focused less on whether pressure exists and
more on how councils are responding. This included:

» greater focus on difficult choices around service provision
* renewed attention to cost to serve, and

« strengthening organisational capability to support robust
decision making.

Several participants noted that service tradeoffs are already
occurring in practice. The challenge is ensuring these
decisions are made transparently, consistently and
supported by evidence.
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Making service decisions more deliberate

As financial constraints continue, service design and
prioritisation were discussed as practical mechanisms to
support stronger decision making.

Some councils shared examples of using service design
to better understand demand drivers, clarify service intent
and align limited resources to outcomes. Others
acknowledged they are earlier in building this capability,
often constrained by data quality, legacy systems or
fragmented processes.

A consistent insight was that service design is most
effective when directly connected to financial discussions,
rather than operating as a standalone discipline. Where
this connection exists, councils reported greater
confidence in explaining service levels, investment
decisions and tradeoffs to elected members and
communities. Service design is increasingly about
providing structure and discipline in how choices

are made.

Al rising interest with measured adoption

Al was the most discussed topic of the day, with a
pragmatic and grounded tone.

Polling showed:

* 51% of councils are exploring Al,
while remaining cautious about risk and capability

* 31% are piloting Al use cases within defined
governance frameworks

» Only a small minority are not considering Al

Rather than broad transformation ambitions, discussion
focused on specific and problem led applications.

Mini case study, City of Hobart

City of Hobart is applying Al to support management

of short stay accommodation. The focus is on improving
visibility and compliance in a high demand area, using
Al to assist existing regulatory processes rather than
replace them.

Participants consistently emphasised that Al does not
compensate for unclear processes or poor data. Councils
that have made progress stressed the importance of
addressing fundamentals first.

Mini case study, Moorabool Shire Council

Moorabool Shire Council shared its experience one year
into its Al journey, with over a dozen Al initiatives in
production. Sustainable benefits came from investing in
staff education and process early. A key lesson is that
fixing process & workflows first will fast-track success.

Al amplified good processes. While it won’t resolve them,
if you pay attention Al will assist in identifying underlying
issues. Moorabool also strongly advocate for keeping
humans in the process loop.

Across the discussion, Al was framed as a supporting
capability that improves consistency, productivity and staff
capacity rather than replacing judgement or leadership.

What enables progress with Al

Councils further along in their journeys described several
common enablers:

« Clearly defined use cases linked to operational needs
« Early investment in staff understanding and confidence

» Governance, risk and cyber considerations established
from the outset

Mini case study, Hume City Council

Hume City Council shared lessons from its large scale
digital transformation program, highlighting the importance
of establishing strong foundations before focusing on
technology. Critical success factors included visible
executive and mayoral sponsorship, clear governance,
and sustained organisational commitment across all levels
of Council.

The program also reinforced the importance of investing
early in data quality, structured business processes, and
change readiness. Hume adopted a deliberate and people
focused change management approach, recognising that
transformation is as much about organisational adoption
and operating model change as it is about systems
implementation.

Technology decisions were intentionally made only after
these foundations were established, ensuring the solution
aligned to business outcomes, operational needs, and long-
term community benefit. The approach has supported one of
the largest local government transformation programs
currently underway in Australia.

Progress was strongest where councils sequenced change
deliberately and built capability before scaling technology.
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Looking to the next 12 months, participants
identified priorities that reflect a focus on
delivery:
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01 Investing in digital and technology
foundations

02 Transforming and automating
priority processes

03 Building workforce capability and
confidence

04 Improving the use of data in
everyday decision making

Rather than pointing to a single solution, discussion
reflected a sector working through how to respond
thoughtfully and practically to ongoing change.
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The information contained in this document is of a general nature and is not intended to address the objectives, financial situation or needs of any particular individual or entity. It is provided for
information purposes only and does not constitute, nor should it be regarded in any manner whatsoever, as advice and is not intended to influence a person in making a decision, including, if
applicable, in relation to any financial product or an interest in a financial product. Al may have been used to support the drafting of this document, however, any generated content will have
undergone human review in accordance with KPMG'’s Al Policy and Trusted Al Framework. Although we endeavour to provide accurate and timely information, there can be no guarantee that
such information is accurate as of the date it is received or that it will continue to be accurate in the future. No one should act on such information without appropriate professional advice after a
thorough examination of the particular situation.

To the extent permissible by law, KPMG and its associated entities shall not be liable for any errors, omissions, defects or misrepresentations in the information or for any loss or damage
suffered by persons who use or rely on such information (including for reasons of negligence, negligent misstatement or otherwise).
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