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2022 has ended in a very different way 
to which it started. While the pandemic 
dominated the first half of the year in WA, 
the focus quickly shifted to combatting 
inflation and addressing the rising cost  
of living.  

The LGCI increased by 6.4 per cent in 2021-22, 
the highest increase since the index began in 
2001-02. While the Index is expected to remain 
above average in 2022-23 (4.1% growth), it will 
slow from the current record high levels  
as construction costs start to ease.  

Rising construction costs have been a major 
driver of inflation for Local Governments 
across the last two years, as huge amounts 
of government economic stimulus washed 
through the sector. In 2021-22, Road and 
Bridge Construction was up 12%, Non-road 
Infrastructure was up 12.2% and Non-residential 
Building was up 14.4%. 

The Australian economy continued to grow  
in the September quarter driven by household 
spending which held up despite interest  
rate rises.

It was the same story for the WA economy, 
where household consumption continued to drive 
economic growth. As rising interest rates bite in 
the coming months, it’s expected households 
will tighten their belts which may see economic 
growth begin to slow.

Inflation continues to be the main economic 
story, reaching new heights in the September 
quarter. However, there are early signs that it 
may have peaked and will recede in 2023.

The RBA has continued to increase interest  
rates to tackle inflation but there is an 
increasingly narrow path to do so without 
pushing the economy into recession.

Wages are also expected to pick up which  
will place upwards pressure on the LGCI.

In recent months there has been an uptick in 
wages growth, with the Wage Price Index at its 
highest level in a decade. Public Sector Wages 
growth continues to lag the private sector, 
though the public sector is expected to catch 
up as pay rises flow through the system.

Pressure on wages is largely being driven by 
tight labour market conditions. The number 
of employed people, hours worked, and the 
unemployment rate have remained stagnant  
in 2022 as little spare capacity is available,  
with WA and the rest of Australia effectively  
at full employment.

The outlook for the WA and national economies 
will be influenced by business and consumer 
confidence. Despite a growing economy, 
pessimism abounds, with business and 
consumer confidence hitting their lowest  
levels since the early days of the pandemic.

While businesses are less pessimistic  
than consumers, they are still grappling  
with a number of concerns including hiring 
skilled labour, shipping delays and surging  
power prices. 

The LGCI will be subject to revisions in coming 
months, as the impact of major economic shocks 
such as the pandemic, war in Ukraine, and the 
impact of recent rate rises become clearer. An 
increase in wage pressures may also see the 
index revised higher.

The release of the State Government’s Mid-Year 
Financial Projection Statement provides further 
insights into WA’s economic outlook. 

New challenges are arising in the form of capacity 
constraints and wages pressure at a time when 
State and Federal Governments unwind pandemic 
stimulus programs.

We’ve captured what is impacting the economic 
environment in WA and what it means for  
Local Governments.

https://www.wa.gov.au/system/files/2022-12/2022-23-government-mid-year-financial-projections-statements.pdf
https://www.wa.gov.au/system/files/2022-12/2022-23-government-mid-year-financial-projections-statements.pdf

