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Appendix 4E 

Proposals to Transfer Multiple Functions from the States 
and Territories to the Commonwealth 

 

 

Appendix 4E has two sections.  The first section briefly examines calls for national approaches 

to multiple functions in Australia, with an emphasis on proposals to transfer all or part of the 

education function from State and Territory governments to the Commonwealth government.  

The second section then presents a compilation of recent media reports, in Table 4E-1, 

describing calls for national approaches to multiple functions and qualitative and quantitative 

claims and estimates of the financial benefit of such national schemes, some of which have 

already been described in Chapter 4.  Table 4E-1 also includes media reports describing calls for 

national approaches in single functional areas besides the education, health and law, order and 

safety areas addressed in Appendices 4A, 4B and 4C. 

 
 
Proposals for National Approaches to Multiple Functions 
 
Whereas previous sections in this chapter have focused on proposals to transfer just single 

functions and powers, or parts thereof, from the States and Territories to the Commonwealth, 

and other proposals to establish national systems in individual functional areas, this section 

briefly examines several recent proposals to shift multiple functions to the Commonwealth, or 

otherwise establish national systems across several functional areas. 

   
To help emphasise the historical context and significance of proposals presented  in this section 

and previous sections of this chapter – especially those promoted and in some cases already 

implemented by the federal Coalition government under the leadership of Prime Minister John 

Howard, this section will first briefly review the period immediately following the election of 

the Howard government in March 1996. 

 

The Last Stand of States' Rights Under the Howard Government in 1996? 
 
When the Liberal-National Coalition first came to office in March 1996, following 13 years of 

Labor governments under Prime Ministers Hawke and Keating, there was, almost immediately, 

an emphatic move to reduce Commonwealth government power and the size of the 

Commonwealth bureaucracy, in order to facilitate increased levels of State and Territory 
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autonomy – in line with the Federal Coalition's traditional support for Australia's federal system 

(Liberal Party of Australia 1982: 16; 2003), reduce the extent of vertical duplication between 

Commonwealth and State-Territory level bureaucracies, and hence generate taxpayer savings in 

the order of half a billion dollars per annum.  Dodson (22 March 1996: 1; see also 27 March 

1996: 8), for example, just 20 days after the Howard government won the 2 March election, 

reported that: 

THE Howard Government is planning the most ambitious overhaul yet of federal-State relations.  
It would see a mammoth transfer to the States of the administration of health, education, training, 
housing and community service programs worth about $9 billion.  The plans are estimated to 
result in budget savings for Federal and State governments of about $500 million by reducing 
bureaucratic duplication and cost-shifting by the States.  Specific-purpose payments to the States 
worth $10.8 billion in 1996-7 - the fastest-growing type of payment to the States under the 
Keating Labor Government - will be targeted for dramatic reductions, according to a senior 
government minister.  The plans would radically reverse the Keating Government's central 
control of the politically sensitive programs, giving the States far more power over how they 
spend federal grants worth $33 billion. 

 

Most of the substantial regional development programs developed under the Hawke and Keating 

governments, including the Australia-wide network of Regional Development Organisations 

(REDOs), were largely or wholly abandoned when the Howard government won office (Fulop 

and Brennan 1997: 4-5; Beer 2000: 173-179; McManus and Pritchard 2001: 252-253), and the 

Department of Housing and Regional Development was abolished, apparently because of its 

perceived links with Whitlam era aspirations for regional development initiatives which could 

bypass the States (Stilwell 2000: 258-259).  In the first half of 1996, Howard government 

regional policy reflected the view that regional development was a matter for State and Territory 

governments.  McManus and Pritchard (2001: 252-253) observed that "in 1996 the Howard 

Government could, with the stroke of a pen and little attendant controversy, withdraw from 

regional policy".  But by the latter half of 1996, the Coalition government began to recognise the 

political and practical importance of regional policy (Sharp 1996).  The Coalition government 

later established the regional partnerships scheme following its near defeat in the 1998 federal 

election, in 2001 launched the sustainable regions progamme, and expanded the role of the Area 

Consultative Committees (ACCs) which were established for more limited purposes by the 

Keating government in 1994 (Dore and Woodhill 1999: 33-40; Beer 2000: 173-179; Anderson 

2001; McManus and Pritchard 2001: 253; Keniry et al. 2003; Maude 2003; see also Keating 

1994). 

 
As noted above, the Coalition government's retreat, in 1996, from roles regarded as State and 

Territory responsibilities, as just described, was certainly consistent with the Liberal Party's 

policies and platform – then in 1996, and prior, and currently, in 2006.  The current 'Federal 
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Platform', as adopted by the Federal Council of the Liberal Party in June 2003, repeatedly 

emphasises Liberal party support for Australia's federal system of government, including as 

follows (Liberal Party of Australia 2003: 12): 

Liberals strongly support federalism. 
• Federalism, including the territories and local governments established under State legislation, 

takes government closer to local people, creating higher levels of democratic participation and 
government more closely reflecting the people’s wishes and regional needs. Federalism 
reduces the chance of laws appropriate only to one area being imposed on another. 

• Federalism allows for policy experiments, so that governments can learn from each other’s 
successes and failures and can compete with each other for citizens and business by offering 
the best possible policy frameworks. 

• A strong federal system requires commitment from the governments of the States and the 
Commonwealth. Responsibilities should be divided according to federal principles, without the 
Commonwealth taking advantage of powers it has acquired other than by referendum. All 
spheres of government should possess and exercise taxing powers commensurate with their 
responsibilities. 

 

The 1982 platform of the National Country Party (1982: 47), as it was then known, included as 

follows: 

The Party, while exercising a specialist role, has a total policy based on a determination to: 
• Foster a spirit of national pride and identity 
... 
• Support the Federal system of Government and to work for a harmonious 

Commonwealth/State relationship. 
... 

 

The 1982 platform also states that the National Country Party (1982: 47) "advocates": 

• Maintenance of a bi-cameral system of government with the senate as a house of review, 
upholding the right of the individual and the sovereignty of the States. 

• Adherence to the federal system of government with its three-tier structure – Federal, State and 
local. 

... 
 
 
Ten Years On – 2006: the States' Last Rites? 
 
The current national policies of the Nationals (2006) now contain little or no explicit support for 

Australia's federal system, and include several statements which seem to emphasise a limited 

role for the States, such as the following, on education:  

State and Federal governments must work cooperatively to meet the nation's education needs.  
Importantly, this must be achieved in a way that avoids overlapping, duplication or waste and 
ensures equitable education opportunity for all Australians. 

 

The Coalition government's general approach to Commonwealth-State relations in 2005 and 

2006, under the same Prime Minister in John Howard, is almost unrecognisable from that of 

1996, and from that reflected in the Liberal Party's current federal platform, as above.  In an 
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address to the Australian Institute of Political Science, on 20 June 2003, Tony Abbott (2003: 24-

25), then the Federal Minister for Workplace Relations, articulates the new Coalition approach 

in the following terms: 

Historically, the Liberal Party has seen centralism as a species of big government. The Labor 
Party has seen federalism as a handbrake on progress. Over time, Liberals have come to realise 
that lots of governments don't necessarily mean small government. The ALP has come to accept 
that eliminating state governments is likely to be far more trouble than it's worth. Under the 
pressures of globalisation and modern democracy, the states are likely to shrink but not disappear. 
The challenge is to find an approach to federalism which accepts constitutional realities but 
doesn't depend upon wishful thinking about the kind of political consensus which only exists in 
emergencies or on motherhood issues.  

 

Abbott (2003: 27) claims, on the one hand, that he is not arguing "to slash the states' formal 

constitutional powers, let alone abolish state governments", but rather "for the Commonwealth 

to exercise robustly the powers that it has".  But he notes that "one option is that the 

Commonwealth might directly fund schools, hospitals and service providers rather than use the 

states as intermediaries" (Abbott 2003: 25), and also (Abbott 2003: 24) endorses views 

expressed by unificationist Norman Cowper (1946: 82) shortly after the end of the second world, 

as follows:  

It is, however, very hard to say which subjects (if any) should be left to the States.  There are 
numerous matters now entrusted to them on which uniformity of legislation throughout Australia 
would be most convenient – for instance, company law, partnership, probate, aviation, health, 
fauna and flora, adoption and legitimation, drugs, standards of foods, registration of doctors, 
dentists, pharmacists and nurses, forestry, railways, road transport, and all forms of taxation.  
Indeed, with respect to most of these matters it seems absurd that there should be different rules 
applicable in, say, New South Wales and South Australia. 

 

Further, according to Abbott (2003: 27): 

A century after federation, Australians' governmental loyalties lie with the nation rather than the 
state. Sometimes, what a state proposes will be in the best interests of Australia as a whole 
because the state government of the day has the best grasp of the merits of the matter in question. 
But it should never be assumed automatically that what is best for New South Wales (or for any 
of the states) is also best for Australia and in any dispute between the state and the national 
interest, Australia must come first. 

 

Whilst traditionally respectful of the merits of federalism in theory and practice alike, the 

Liberal and National parties, at the federal level at least, now seem to have recognised that an 

overly dogmatic and sentimental attachment to States' rights, and federalism generally, carries 

significant political risks for all political parties seeking to be competent – and recognised as 

such – in critically important functional areas such as health, education, national security and 

economic management, and, at the same time, substantively supportive of urban and rural 

communities and citizens, and employers and employees in businesses of all sizes and in all 

industries, very few of whom are likely to be impressed by theoretical arguments in favour of 
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States' rights when their common sense and real life experiences suggest that the costs of 

Australia's federal system have comfortably outweighed benefits which are often claimed but 

which seldom appear to materialise. 

  
Wiltshire (2005: 32-33), like many others, has observed that: 

During the Howard governments we have witnessed one of the most profound transformations in 
Australian political history. The Liberal Party, once the champion of states' rights and 
decentralisation of government, has become centralist in its philosophy and policy. In federal–
state finance, the Commonwealth's provision of GST takings to the states seems to have assumed 
a pre-eminent role.  Surrounding the GST funds flow are conditional funding mechanisms that 
outdo even Gough Whitlam's efforts. And as prime minister, John Howard has frequently 
depicted the states as "service delivery" entities with little role in policy. 
 
Now, remarkably, John Howard seeks to bypass the state governments in Commonwealth 
initiatives.  His campaign launch focused enthusiastically on the swag of initiatives that would 
see the Commonwealth dealing directly with recipients of services and bypassing the states: 
school funding; Commonwealth technical colleges (which bypass the TAFE system); and the 
abolition of the Australian National Training Authority, until now the vehicle which gave the 
states and territories leverage in vocational education and training. When the Commonwealth 
unilaterally announced that it would henceforth cease payment to the states for National 
Competition Policy and divert those funds to new water initiatives, the states howled in 
outrage. ... 
 

In schooling, the Commonwealth now seems set to continue to drive the states towards more 
accountability to parents, more uniform policies, and a clearer focus on literacy. A total takeover 
of higher education powers from the states has also been mooted to accompany Commonwealth 
initiatives reinforced during the election campaign towards reform of workplace arrangements, 
performance benchmarks, and compulsory student union membership in universities. 
... 
One other event points towards a possible lessening of state influence. Shortly after the election, 
John Howard spoke to the National Assembly of the Australian Local Government Association 
of the two great current trends in Australia being nationalism and localism. His address 
contained more than a hint of future growth in direct Commonwealth–local government relations. 
 

Australia was already the most fiscally centralised federation in the world. Now all the major 
national political parties in Australia are of a centralist persuasion. A profound change is 
occurring in the way Australia is governed. The central dynamic of 2005 politics may be not the 
Coalition's battle with Labor, but Canberra's battle with the states. 

 

Further, according to Wiltshire (2005: 34): 

Many commentators have observed that John Howard and his government have a once-in-a-
lifetime opportunity to shape the nation. The government has an agenda, a mandate, and 
relatively unfettered power. The attainment of the Senate majority is a profound change in 
Australian politics.  The Coalition's new willingness to centralise power in Canberra may prove 
even more significant. 
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Selected Recent (1994 to 2006) Media Reports Calling for 
National Approaches to Multiple Functions 
 
Table 4E-1 below presents extracts from 101 media reports from 1994 through to 2006 (84 from 

2004 to 2006) which describe support for national control of multiple government functions, 

including proposals to transfer functions from State and Territory governments to the 

Commonwealth government, and calls for national approaches in functional areas besides the 

areas of education, health, and law, order and safety which have been addressed in Appendices 

4A, 4B and 4C.  A perusal of these articles, especially those from 2004 onwards, along with 

those in Appendices 4A, 4B and 4C on proposals for education, health and law, order and safety 

functions, shows that a considerable extent of consensus has emerged across the 

Commonwealth-State, party political and public-private divides.  Prime Minister John Howard 

and other Federal Ministers have been joined by other leaders including Victorian Premier Steve 

Bracks (2005), NSW Premier Bob Carr (prior to his retirement in August 2005), former NSW 

opposition leader John Brogden (2005: 19), the Commonwealth Productivity Commission 

(2005a; 2005b; 2005c; 2005d; see also Gittins 2004: 48), the Business Council of Australia 

(BCA 2005a; 2005b; 2005c; 2005d; see especially 2005c: 25), Access Economics (2005a; 

2005b; 2005c; see especially 2005b: 26-27), the Australian Chamber of Commerce and Industry 

(ACCI 2005a; 2005b; 2005c), editorial leader writers and other journalists from New Limited, 

Fairfax and other newspapers, and others, in calling for multiple functions to be transferred from 

the States to the Commonwealth, in the national interest – generally including health care and 

industrial relations, and other functions including elements of education and training, business 

regulation generally, water and river management and environmental management generally, 

and various policing and domestic security functions. 

 
These 101 media report extracts in Table 4E-1 contain the word "duplication" 42 times (and 

"duplicating" three times, and "duplications" and "duplicated" twice each), and also contain 13 

references to waste and more than 30 references to the inefficiency of Australia's current 

Commonwealth, State and Territory arrangements in the various functional areas considered. 
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Table 4E-1:  Recent Media Reports Calling for National Control of 
Multiple Government Functions 

Publication 
and Date of 

Report 

Heading and 
Reporter(s) 
or Author(s) 

if Known 

Extracts from Report 

The Age 
18 Jan 1994 

Editorial: 'A 
Powers 

Struggle' 

THE Premier of Western Australia, Mr Court, suspects that the states are victims of a Canberra 
conspiracy. At the centre of the plot, he says, is the Keating Government whose longer-term intention 
is to abolish the states and to kill off the Senate. To put some meat on the bones of his suspicions, Mr 
Court intends to conduct an audit of the powers and responsibilities that have been lost to the states 
since Federation. He will present the list to next month's Council of Australian Governments meeting 
in Hobart. What Mr Court hopes this will achieve is not clear – although there could be a hint in the 
subtext. In announcing his audit on Sunday, Mr Court cited the Federal Government's Mabo legislation 
as a classic instance of states' rights being overridden. But he is evidently not alone in his paranoia.  In 
Canberra, Government sources have been quick to suggest that Mr Court's real aim in conducting an 
audit is to overturn the 1967 referendum that transferred powers on Aboriginal affairs from the states 
to the Federal Government. That, in turn, would allow him to undermine Mabo. 
 
At another time, or in another country, talk such as this could quite easily be expected to lead to war. 
Most Australians, however, will instantly recognise it for what it is: just one more federal-state 
squabble. The pity is that the underlying issue raised by Mr Court is of utmost importance. As Premier 
he is entitled – indeed he should be encouraged – to direct attention to the steady erosion of state 
powers. It is a question that can hardly be discussed too much,  and yet when the matter is raised it is 
more often than not by self-interested  state politicians. The unpalatable – for states' righters – fact is 
that almost since the moment of Federation the balance of power has swung inexorably towards 
Canberra. It is also almost beyond argument that this swing, contrary to  claims by generations of state 
leaders, closely reflects the change in the way in which the citizens of the original six colonies 
perceive their place in today's Australian polity. They are now overwhelmingly Australians first and, 
except when some sports contest temporarily upsets their priorities, Victorians or, in Mr Court's case, 
Western Australians second. Yet one would never guess this if one were to judge solely from the 
parochial pronouncements of state politicians.  
 
For Australians as a whole, what would be more useful than Mr Court's audit of those state powers lost 
to Canberra would be an audit of those powers that the states could, and should, most usefully retain.  
The list, we suspect, would be uncomfortably small. But it would underline one of the fundamental 
flaws in the Australian Constitution: that it no longer reflects the realities of Australian life and 
government. It is a document posited on what was the position in the 1890s, when six colonies, each a 
sovereign state, agreed, for reasons that had more to do with administrative convenience and their own 
safety than any inspired vision of national unity, to cede limited powers to a federal government. 
Within years, the advantages of having one government rather than six started to become obvious and 
power began to flow towards the centre. The direction of the traffic became irreversible when the 
states ceded income tax powers to Canberra. What could be usefully debated now is whether other 
cherished state powers, including their jealously guarded monopoly over matters pertaining to land, 
should also be transferred to the Government that most Australians now regard as the ultimate arbiter 
of their  political, economic and social priorities.  In the meantime, for Mr Court even to consider 
reversal of the 1967 referendum outcome – and thereby have the welfare of Australia's Aboriginal 
people returned to the tender mercies of six competing state governments – is to display a surprising 
inability to recognise realities. 
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Table 4E-1 (Continued) 

Publication 
and Date of 

Report 

Heading and 
Reporter(s) 
or Author(s) 

if Known 

Extracts from Report 

Australian 
Financial 

Review 
22 Mar 1996 

p. 1 

'$9bn State 
Funds Shake-
up', by Louise 

Dodson 

THE Howard Government is planning the most ambitious overhaul yet of federal-State relations.  It would 
see a mammoth transfer to the States of the administration of health, education, training, housing and 
community service programs worth about $9 billion.  The plans are estimated to result in budget savings for 
Federal and State governments of about $500 million by reducing bureaucratic duplication and cost-shifting 
by the States.  Specific-purpose payments to the States worth $10.8 billion in 1996-7 – the fastest-growing 
type of payment to the States under the Keating Labor Government – will be targeted for dramatic 
reductions, according to a senior government minister.   The plans would radically reverse the Keating 
Government's central control of the politically sensitive programs, giving the States far more power over 
how they spend federal grants worth $33 billion.  The new federal-State package is being prepared for 
Federal Cabinet and if agreed, would be put to the State governments at a Council of Australian 
Governments (COAG) meeting planned for June.  The proposals are being coordinated by the Departments 
of The Prime Minister and Cabinet and Finance and are an important element of the Howard Government's 
Budget strategy aimed at cutting spending by $8 billion over two years.  The new fiscal Audit Commission 
being set up by the Government is to report back by June to the Minister for Finance, Mr John Fahey, on 
federal-State finances and administration of programs and could have an ongoing role in reporting on the 
progress of the plan.   The preparations for the major shake-up of Commonwealth-State relations come as 
Federal Cabinet met for the first time yesterday in Canberra.  The Prime Minister, Mr John Howard, took the 
opportunity to outline the general directions of the new Government. The meeting is also understood to have 
discussed the urgency of the task of repairing the Budget.   Federal Government officials predicted that the 
shift in power to the States would necessitate a rethink in senior ranks of the Federal bureaucracy and hefty 
reductions in the number of public servants in Canberra.  But some senior bureaucrats are concerned that the 
changes should be made on the basis of what is good policy rather than merely to reduce the power of 
Canberra, which increased under the Keating Labor Government.   A key aim of the plans, senior 
bureaucrats argued, was to improve the efficiency of State Governments and programs by forcing the States 
to take on full responsibility for the programs and to stop shifting costs back onto the Federal Government.  
Cost-shifting occurs when a State Government moves costs from a program which is either jointly funded or 
a State-funded program to one directly funded by the Commonwealth.  Previous Labor Governments sharply 
increased the number of specific-purpose or "tied" grants to ensure Federal control over programs. But this 
left the States with options for cost-shifting and with little responsibility for how the programs were actually 
run.  With the Federal Government now proposing to retain few directly funded programs, the States will 
have far less scope for shifting costs to programs directly funded by Canberra.  General-purpose grants to the 
States will be increased in order to meet the Coalition's election commitment not to cut funds to the States in 
overall terms.  Senior bureaucrats in the spending departments are also pushing to ensure that they end up 
with "strategic control" over the programs, although their day-to-day control is likely to be strongly 
curtailed.  Several departments are working on proposals designed to ensure that the States adhere to agreed 
national standards of quality in their administration of Government services.  Ensuring that the States 
maintain suitable program standards is seen by Federal bureaucrats as a major problem.  In the past, when 
programs such as public immunisation have been handed over to the States, the standard of service has 
dropped alarmingly and the Federal Government has had to take them over once again. 

Australian 
Financial 
Review 

27 Mar 1996 
p. 8 

'States Get Set 
To Oppose 

Budget Cuts', 
by Louise 
Dodson 

THE Howard Government is facing its first battle with the states over expected Federal Budget cuts and the 
overhaul of Federal-State relations and finances.  The State Premiers are to meet in Adelaide on April 12 and 
plan to make a joint submission to the Howard Government's new Audit Commission's high level Budget 
review of Federal-State finances and programs.  The meeting hosted by South Australia's Premier, Mr Dean 
Brown, will also discuss implications for the States of the change in Government in Canberra. Other agenda 
items are expected to be the native title legislation and industrial relations reforms.  The Premiers will be 
discussing their strategy for meeting the Prime Minister, Mr Howard, at the Premiers conference, expected 
in June.  Mr Brown said he had contacted every State and Territory leader personally to organise the meeting 
"because of the range of issues confronting the States as a result of the change of Federal Government".  The 
election of a Coalition Government in Canberra just as the Coalition holds power in the majority of States 
and territories "provides a window of opportunity for significant reform to Federal-State relations", Mr 
Brown said.   The States are threatening to oppose expected Budget cuts from Canberra and will push for the 
Federal Government to transfer health, eduction and housing programs to them.  But only Victoria under 
Premier Jeff Kennett has suggested that industrial relations could go to Canberra in return.  The other States 
have all vetoed industrial relations being transfered to Canberra but instead are willing to work on measures 
to harmonise Federal and State industrial relations systems.  South Australian officials said the State wanted 
to protect its low cost, low wage structure and to retain its low level of industrial disputes.  Mr Brown said 
yesterday that the reduction of duplication of administration between Canberra and the States "has the 
potential to save Australian taxpayers hundreds of million of dollars and at the same time, improve service 
delivery in a range of areas including health, housing and education".  The Department of Prime Minister & 
Cabinet and Treasury have been preparing plans to overhaul Federal-State finances with cuts to specific 
purpose grants, although the overall level of State funding is expected to be maintained.  Under the proposals 
the States will be given more flexibility and more control over administration of programs such as health, 
housing and education, but will have to meet performance standards set by Canberra.  The overhaul is part of 
the micro-economic reform agenda and seeks to cut the cost of providing government services by also 
introducing measures to promote competition. 
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Table 4E-1 (Continued) 

Publication 
and Date of 

Report 

Heading and 
Reporter(s) 
or Author(s) 

if Known 

Extracts from Report 

Independent 
Business 
Weekly 

29 Mar 1996 

'Saving 
$A500m by 

Severing 
Bureaucracy's 
Dead Hand' 

Proposals for an ambitious overhaul of federal government relations with individual Australian 
states could produce budget savings of about $A500 million.  The Departments of the Prime 
Minister and Finance are co-ordinating the overhaul proposals. If agreed upon, they will be put to 
the state governments at a Council of Australian Governments meeting in June.  The proposals 
envisage a transfer to the states of the administration of health, education, training, housing and 
community service programmes worth about $A9 billion.  Specific-purpose payments to the states 
worth $A10.8 billion in 1996-97-the fastest-growing type of payment to the states under the Keating 
Labor government - will be targeted for dramatic reductions.  The plans would radically reverse the 
Keating government's central control of the politically sensitive programmes, giving the states far 
more power over how they spend federal grants worth $A33 billion.  Preparations for the shake-up 
of commonwealth-state relations came as the federal cabinet met for the first time in Canberra last 
week.   At that meeting, Prime Minister John Howard outlined the new government's general 
directions. The urgency of the task of repairing the Budget is also believed to have been discussed.  
Federal government officials predict the shift in power to the states will necessitate a re-think in the 
federal bureaucracy's senior ranks and a hefty reduction in the number of public servants in 
Canberra.  But some senior bureaucrats are concerned the changes should be made on the basis of 
what is good policy rather than merely to reduce the power of Canberra.  A major aim, say senior 
bureaucrats, is to improve the efficiency of state governments and programmes by forcing the states 
to take on full responsibility for the programmes and to stop shifting costs back onto the federal 
government.  Cost-shifting occurs when a state government moves costs from a programme that is 
either jointly funded or state-funded to one directly funded by the commonwealth.  Previous Labor 
governments sharply increased the number of specific-purpose or "tied" grants to ensure federal 
control over programmes. However, this left the states with options for cost-shifting and with little 
responsibility for how the programmes were actually run.  With the federal government now 
proposing to retain few directly funded programmes, the states will have far less scope for shifting 
costs to programmes directly funded by Canberra.  General-purpose grants to the states will be 
increased to meet Coalition election commitments not to cut funds to them in overall terms.  Federal 
bureaucrats see ensuring the states maintain suitable programme standards as a major problem. In 
the past, when programmes such as public immunisation have been handed over to the states, the 
standard of service has dropped alarmingly and the federal government has had to take them over 
again.  Victorian Premier Jeff Kennett has his own plan to shake up commonwealth-state relations. 
Under his proposals, the states would cede all their industrial relations responsibilities to Canberra, 
but other functions, such as health and education, would become the sole responsibility of the states.  
His industrial relations proposal would stop unions shifting between jurisdictions to seek the most 
sympathetic environment. There has been a marked exodus recently of workers from Victorian to 
federal awards.  Kennett, who faces a state election on Saturday, said in an interview with The 
Australian Financial Review: "Australia has too small a population to have a range of industrial 
relations systems.  "We can provide greater clarity, greater certainty and I suspect greater fairness by 
having a federal system."  Kennett will present his proposals to a meeting of state premiers on 14 
April. Today the federal Minister for Industrial Relations, Peter Reith, will meet state labour 
ministers to consider ways of "harmonising" the state and federal industrial relations systems.  Reith 
believes there is considerable scope for eliminating duplication and for streamlining the operations 
of Australia's various industrial systems.  He says: "There are a lot of things that could be done by 
way of dual appointments, co-location of [industrial tribunal] registries and some of the award 
management functions."  The federal government disclosed last week that instead of abolishing the 
Industrial Relations Court it plans to gut it and leave it as an empty shell.  The court's chief judge, 
Justice Murray Wilcox, who spoke out against the Coalition during the election campaign, will be 
chief judge in name only. But he will remain a judge of a Federal Court re-vested with an industrial 
jurisdiction.  During the election campaign John Howard said Justice Wilcox was "very foolish" and 
had done a disservice to the judiciary by taking part in the political debate on the federal unfair-
dismissal laws.  Justice Wilcox had criticised Howard's grasp of the way the laws have operated. 

The Globe 
and Mail 
(Canada) 

8 Apr 1996 

'No quick jobs 
fix for 

Australia', by 
Rob (no last 
name given) 

One major area of cuts will be specific purpose payments to state governments. Mr. Howard plans a 
dramatic change in state-federal relations with the transfer to the states of the administration of 
education, health, housing, training and community services. The government hopes to make 
savings of about $500-million by reducing duplication of departments and services. 

Business 
Review 
Weekly 

6 May 1996 

'The Traps 
Being Set For 
Howard', by 

Robert 
Gottliebsen 

WHERE SIGNIFICANT CHANGES CAN BE MADE  
...  Costello needs to work closely with the head of his audit team, Bob Officer. If they are doing 
their job, Officer and his team will come up with innovative ideas for changing the way things are 
done.  Starting with Health: two years ago, when Graham Richardson was Health Minister, the 
Commonwealth, Victoria and Queensland reached an agreement. Initial savings through reduced 
duplication amounted to $500 million, but with a bit more work, savings probably would be closer 
to $1 billion. A similar process would yield big returns in Education and other government 
departments with activities that are duplicated in the states. 
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Table 4E-1 (Continued) 

Publication 
and Date of 

Report 

Heading and 
Reporter(s) or 

Author(s) if 
Known 

Extracts from Report 

Daily 
Telegraph 

21 Dec 1996 

'Tax law failures 
blamed on States', 
by Phillip Hudson 

PETER Costello has laid all the blame on the States for the shelving of significant reforms to tax 
and financial laws.  The Treasurer said yesterday the Federal Government had been forced to back 
away from "bold" reforms because the States rejected his surprise $1.7 billion sales tax changes in 
June.  He said that without the full support of the States "you really can't proceed on major 
matters". Any change for tax and financial arrangements would have to be made "on the lowest 
common denominator basis", Mr Costello said.  His comments are likely to anger the States which 
have repeatedly called on Canberra to make radical change to funding for key services such as 
health, education and housing.   The comments also come in the wake of criticism, especially from 
media proprietor Rupert Murdoch, that the Coalition had been a do nothing government. 
...  The Howard Government believed there is too much waste and duplication between State and 
federal governments, and wants to overhaul health, housing and education services. 

Courier-Mail 
14 Mar 1998 

'Push for state 
power' 

QUEENSLAND Deputy Premier Joan Sheldon has called for centralism to be outlawed and 
duplication abolished when the Australian Federation is overhauled.  Mrs Sheldon committed 
Queensland to ceding some of its constitutional responsibilities in return for Canberra giving states 
a greater role in a reformed system of power-sharing.  She said Australia was belatedly poised to 
overhaul a system that should already have been reviewed to end the risk of states suffering from 
financial or judicial strangulation.  "But we have a great opportunity to sort out this problem now, 
since the truly federalist parties are almost universally in power," she told the Liberal Party 
national convention in Brisbane.  "We must outlaw centralism and abolish duplication.  "It may be 
that the states should cede some of their constitutional responsibilities to the Commonwealth in the 
interests of better governance.  The Commonwealth must be willing to talk seriously about a 
sensible redistribution of governmental responsibility." Mrs Sheldon said there was now a historic 
opportunity to look at the confusion of powers and responsibilities which had hindered progress.  
"The High Court's decision last year to strike down state franchise fees is a case in point," she said. 
"The result of this has been to further centralise financial power and to reduce interstate 
competitiveness."  Mrs Sheldon also warned her party against underestimating women's 
commitment to family duties.  Mrs Sheldon told the Liberal national women's convention the party 
needed to speak the language of a changing family environment to keep female votes flowing in 
the coming state and federal elections. She said there was no need to apologise for encouraging 
women to stay at home.  However, women in the workforce also needed support more than ever 
for their decision to remain at work.  "With three-quarters of voting-age females having children 
and living in families, and almost half of all mothers in the paid workforce, women's priorities are 
shifting rapidly," Mrs Sheldon said.  "We cannot project a view that being home with the children 
is the only 'right' thing to do – or that if women went home, we would somehow miraculously have 
100 percent employment." 

Online 
Opinion 

15 Jul 1999 

'National 
Development and 
the Constitution', 

by Lance 
Endersbee, a civil 
engineer whose 
career included 
service with the 

Snowy Mountains 
Hydro-Electric 
Authority, the 
Hydro-Electric 
Commission of 

Tasmania and the 
United Nations in 
South-East Asia 
as an expert on 
dam design and 

hydro power, and 
now active on 

conceptual plans 
for several major 

new national 
engineering 

projects directed 
to Australian 

national 
economic and 

social 
development 

Prior to Federation, the states of Australia operated as independent economies, virtually as separate 
countries. The Constitution was written to preserve that independence. It was never intended that 
the new Commonwealth Government would be granted powers to manage a national economy. At 
that time, a national economy did not exist.  Now, 100 years later, Australia is vulnerable because 
the Australian Government does not have sufficient powers to defend the national economy, or to 
plan and build for national development. This is the most serious problem facing the nation. The 
only major national infrastructure project in our history was the Snowy Mountains Scheme, started 
50 years ago and authorised under the defence powers of the Commonwealth. There is now much 
to be done. The Australian Government has vital national responsibilities. The Commonwealth 
should have the powers to plan and build for national development. 
 
An Historical Background 
 
...  After federation in 1900, the States continued to control their own revenues and expenditure. It 
was never intended that the new Commonwealth Government would have powers to manage the 
national economy, because a national economy did not exist. 
 
Now, 100 years later, the Australian Government simply does not have the powers to manage the 
Australian economy in the interests of all Australians. This limitation of the constitutional 
authority of the Commonwealth government is now the most serious problem facing the nation. 
... 
As we consider the prospect of the new republic of Australia, and the concept of Australia as a 
nation-state, we may contemplate what we may want to do if Australia was truly one nation. I have 
prepared conceptual plans for some major national infrastructure projects that could be put in hand 
if the national government was empowered to build national public works. These projects are to 
enable a massive increase in production in Australia. Funding is not a critical issue, as the projects 
are highly economic. The key factor is the constitutional authority of the Commonwealth to lead 
the development of the nation, rather than state governments, and to plan and build for national 
economic development. 
 
The Economic Consequences of the Constitution. 
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Last year a Constitutional Convention was held to discuss the question of Head of State. But that 
was the only item allowed on the agenda. The Australian people were not given the opportunity to 
discuss the Constitution, at a Constitutional Convention! The consequent deliberations were then 
hailed as a great democratic achievement! Such deliberate thought control of a major national 
issue is really quite astonishing. 
 
All citizens must now prepare to cast their votes on the question of the Head of State at a 
Constitutional referendum later this year. However, when we vote we will not be allowed to 
express our views on any of the issues that should be included in any review of the need for a new 
Constitution for Australia.  
 
The move towards the nomination or election of a Head of State for the Commonwealth 
Government should only be regarded as a first step. It is a symbolic move, but not substantive. The 
critical problems of the managerial relationships between the State and Federal Governments 
remain and need to be addressed. 
 
The Constitution now presents a major impediment to our national progress. It preserves the 
concept of sovereign states, each with their own laws and bureaucracies. It is an unreal concept in 
a world of globalisation and international financial manipulation, where the states could be quite 
vulnerable. There are many needless differences in laws from state to state which could be unified. 
There is a corresponding bureaucracy at national level, monitoring state expenditures. There is 
continued frustration of trade across state borders, and thereby, international trade, eg. separate 
state rail and port systems. 
 
This incredible duplication of activities from state to state, and between the states and the 
Commonwealth, creates enormous costs, amounting to tens of billions of dollars each year. It is a 
burden of cost which is carried, through taxation, by every enterprise in Australia. 
... 
International Pressures on the Australian Economy  
 
We are now entering turbulent times. The world economy is facing what could be the most 
dangerous financial emergency in modern history. The driving force behind the crisis is the 
manipulation of world markets by ‘institutional speculators’, who have created a new form of 
financial and economic warfare. The speculators have turned the world into a vast casino, 
according to Maurice Allais,( Nobel Prize for Economics, 1988). These days there is little need for 
invading armies. The conquest of nations can now proceed through financial manipulation from 
the other side of the world, and through complex transactions unknown to the nations concerned. 
 
In the past year, the national economies of several Asian countries have been de-stabilised by 
financial manipulators, the reserves of their central banks pillaged, their industries plunged into a 
lethal chain of bankruptcies and then ‘rescued’ by foreign investors picking up bargains at a 
fraction of the previous value. 
 
In these circumstances, in Australia, we are critically dependent on the capacity of the Australian 
Government to actually understand what is going on in world financial markets, and to have the 
powers and competence to defend our national economy, and indeed the state economies. The 
Constitution is an impediment, and as a consequence the Australian Government has insufficient 
authority to defend us against international financial pressures, which are becoming the 
commercial equivalent of war. 
 
Australia has enormous potential. It is inevitable that others will be jealous of what we have. We 
have to be prepared to defend our nation in the international market-place. But the greatest danger 
we face may be within our own political and social institutions. 
 
A Way Forward 
 
In this paper I have endeavoured to show that the Australian Constitution was written to serve 
quite different circumstances to those which prevail today. It is now a national hazard, imposing a 
massive burden of costs on every person and enterprise in Australia. Despite all the emphasis in 
recent years on economic rationalism and global competitiveness, the glaring inefficiencies in the 
management of the nation have not been addressed. Is it because it is too hard for the normal 
political processes? 
 
It would be possible, if all governments agreed, to appoint a substantial Royal Commission, with 
possibly up to 7 or 8 Commissioners, and give it the powers and time to thoroughly investigate the 
structure of government in Australia, and to recommend the desirable changes to the Constitution, 
and the relative powers and duties of national and state governments. 
 
This would be a very large task, but quite achievable. Such an approach would enable the 
deliberations to be isolated from day-to-day politics, and would certainly attract thoughtful 
submissions. The potential benefits of such an enquiry are savings to taxpayers of the order of 
billions of dollars each year. It deserves our best efforts. This Academy could readily assist with 
submissions and proposals. 
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Canberra 
Times 

15 Nov 1999 

'System 'is 
broke and 
needs fix'' 
by Kirsten 

Lawson 

The Australian Constitution is racist and anachronistic, Labor's justice spokesman, Robert 
McClelland, said yesterday, calling for a far-reaching change in the wake of the republic 
referendum.  Picking up on the monarchist catch-cry that "if it ain't broke why fix it", Mr 
McClelland said the Constitution "is broke and it is a national imperative that we should fix it".  "In 
many areas our Constitution is no longer serving the national interest," he told a group of lawyers in 
Canberra at the weekend.  "It either represents outmoded values or it acts as an impediment to future 
national economic growth or the delivery of social services."  ...  He called for the transfer of a 
series of powers from state to Commonwealth hands, including the power to make industrial-
relations laws – a move that Workplace Relations Minister Peter Reith is also pushing. 

Online 
Opinion 

15 Mar 2000 

'The 
Economic 

Consequences 
of the 

Constitutions 
and of the 
GST', by 

Lance 
Endersbee 

The Constitution imposes a great burden of costs on the Australian community. The repeated 
duplication of activities from state to state, and between the states and the national government, 
leads to excess costs throughout the nation amounting to tens of billions of dollars each year. It is 
only in wartime that we recognise the national interest. 
 
Prior to Federation, the states were virtually independent countries. They raised their own taxes, and 
controlled all their own expenditure. The states built their own infrastructure. Almost the entire 
physical structure of the present Australian economy reflects patient planning and investment by 
state governments, and local governments, in water supply, sewerage systems, drains, irrigation 
systems, electricity generation and distribution, roads, railways, ports and airports. The states 
constructed public works to advance their state economies. 
 
The concept of separate and competing state economies is locked into the Constitution, but it is now 
a relic of our history. From now on, the nation as a whole faces the challenges of competing in a 
global economy. In the meantime, the states are abandoning responsibility for state infrastructure, 
and are liquidating public utilities and public assets. The activities of the states are now largely 
focussed on services, but the states are finding increasing difficulty in funding all the government 
services that are wanted by politicians, and which the people have grown to expect. 
 
The national government has now promised that the revenues from the proposed GST will be 
disbursed to the states. That has enormous implications for the future development of the nation. If it 
means even more services to be funded by the states, and more duplication of activities by all states, 
and more federalism and less national responsibility, then we should all be quite alarmed. It is 
certainly a prospect for the nation and an aspect of GST that has not been discussed by politicians, 
or by the people. Possibly the reason for the political silence on the issue is that many people would 
certainly disapprove. 
 
The growth in the services sector in the Australian economy relative to production has continued for 
fifty years. It has been exacerbated by the duplication of activities by national and all state 
governments, for example separate laws and regulations for a wide range of industrial, commercial 
and social affairs. The cost of such duplication finds its way into taxes, which are then a burden on 
every enterprise. The overall effect in Australia has been continued pressure on the production 
sectors of our national economy, a decline in infrastructure development, sale of public assets, an 
increase in services and various forms of social welfare, and increased national indebtedness. The 
cost of our imports consistently exceeds the value of our exports. As a result, Australia is living off 
savings - our own and that of other people. 
 
Our national output from agriculture, manufacturing and mining is recognised as our physical 
production, and is the basis of our mercantile trade. The total value of our physical production, when 
measured in terms of the currencies of our major trading partners, has been declining for 15 years.  
... 
The services sector comprises all those other matters that are supposed to improve our total national 
effectiveness, such as education, health, financial services, transport, the media, entertainment, and 
welfare. But services have now become an end purpose, rather than an aid to the production of 
wealth. 
... 
When the Constitution was written 100 years ago, a national economy did not exist. Today it does. It 
is now quite wrong for the national government to walk away from responsibilities for management 
of the national economy simply because the founding fathers could not imagine the way that 
Australia and the world would change over the past 100 years.  I recognise that the resolution of this 
issue presents political difficulties. However, the fear of difficulties has paralysed any thinking 
about what can and should be done. It is a situation that would be quite intolerable in the private 
sector, as it would be a certain path to bankruptcy.  There is a serious national need to review the 
Constitution and to re-define the relative powers of the federal and state governments. In intellectual 
terms, it is readily achievable. In the end, it may be forced upon us by economic reality. 
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The 
Australian 

30 Mar 2000 

'Ministers, 
Anderson 

united in bush 
vow', by Sid 

Marris 

THREE levels of government are to work together in an effort to stretch the use of resources and 
improve the delivery of services in the bush.  Regional development ministers joined Deputy Prime 
Minister John Anderson in Canberra yesterday for their first meeting since the Regional Australia 
Summit last October, pledging to create rural prosperity.  The federal, state and territory ministers 
met members of the Australian Local Government Association to discuss the plan. The next meeting 
was set for mid-year to assess results, with the emphasis on saving money rather than new spending 
initiatives. 
 
Mr Anderson said ministers had talked through their concerns about duplication and overlapping of 
the delivery of government services in rural and regional areas.  "I think it is a principle that has 
been talked about for a long time between governments and that is ensuring that if you don't waste 
resources, if you don't have unnecessary duplication, you have resources that can be stretched 
further," he said.  "I was remarkably surprised and pleased at how strongly all my colleagues, from 
all around the country, felt that these were real issues that needed to be addressed.  "We've agreed on 
a work program to look at how we ensure that the things we as ministers for regional development 
are responsible for delivering are done in a more co-ordinated and collaborative way in the future." 
 
South Australian Deputy Premier Rob Kerin said getting the three levels of government to work 
together had been difficult in the past but he believed there had now been a shift in attitude.  "I think 
we have got the message, and every state has got the message from their own people, that regional 
Australia wants them to work in a co-ordinated fashion," Mr Kerin said.  "They are sick of 
duplication."  
...  The Institution of Engineers renewed calls yesterday for the creation of a national advisory 
council to co-ordinate maintenance of the nation's infrastructure.  "The problem is that no central 
source exists to provide data on which government can base decisions about where to allocate 
money for infrastructure," said the institution's national president, Ian Pederson. 
 
The House of Representatives primary industry and regional services committee recommended the 
creation of a council in its report earlier this month. 

The 
Australian 

14 Aug 2001 

'Home fronts': 
Letter by 
Bernard 

Pearce of 
Woden, ACT

I THINK it would have been a more worthwhile exercise for our country than dual citizenship, in 
our Centenary of Federation year, to fix the ludicrous situation of having to change car registration, 
professional registration, judicial system and school system, etcetera, when we move between our 
own states and territories. 

Canberra 
Times 

7 Nov 2002 

'ACT 
government 

needs a 
rethink': Letter 
by William J. 

Fraser of 
Holder 

I REFER to comments about self-government by Wilson Tuckey (October 25, p. 2, and your 
editorial, October 26). Considering that most people voted against self-government by referendum, 
it is appropriate that, after some experience, its performance be reviewed to ascertain effectiveness 
and public satisfaction and, if self-government is to continue, the form it should take.  Evidence 
suggests some people consider the present arrangement should be reduced to a municipal 
government, comparable to those in other cities. "State-type" functions could be resumed by the 
Commonwealth, and perhaps be provided by arrangement with one or more of the states.  For 
example, NSW could provide health and education in a seamless service with surrounding districts, 
with possible economies accruing.  Extensive public discussion of various possibilities should be 
encouraged to ensure maximum public benefit. 

The 
Australian 

23 Jun 2003 

'Abbott takes 
aim at 'feral 
federalism' ', 
by Dennis 
Shanahan 

WORKPLACE Relations Minister Tony Abbott has suggested national governments could cut out 
the states as intermediaries in supplying federal government tax funds to schools, hospitals and 
public services.  And he called on the states to acknowledge the right of national government to "put 
conditions'' on how federal taxes were spent.  ...  In the area of industrial relations, Mr Abbott said 
national rules for national companies on workers' compensation and occupational health and safety 
issues could be administered by the federal Government.  ...  There is increasing pressure from the 
federal Government on the states to make GST funds fully accountable and to apply specific-
purpose grants scrupulously.  "There is virtually nothing that state governments do except, perhaps, 
the administration of state courts, ordinary police work and planning which does not involve a 
demand for federal help and an incorrigible tendency to 'blame the feds' when things go wrong,'' he 
said.  "Whether it's an unbuilt freeway, dilapidated railway, needy schools, overcrowded hospitals, 
or inadequate support services ... the demand goes up for federal assistance and the finger of blame 
is swiftly pointed at Canberra.  "Welcome to feral federalism, where state governments try to fund 
the infrastructure and services which are their particular political priority but demand 
commonwealth help for everything else that needs to be improved.'' 
 
The Council of Australian Governments meets in August when water resources and state 
compensation for farmers who lose water rights will be discussed.  And in both cases the federal 
Government is demanding states make their use of federal funds more transparent. 
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The 
Australian 

30 Jun 2003 
(This is an 

edited extract 
from Tony 
Abbott's 

address to the 
Institute of 

Political 
Science on 
June 20) 

'Canberra 
cannot be 

bullied by the 
states', by 

Tony Abbott 

Centralising power is responsible federalism, suggests federal Workplace Relations Minister Tony 
Abbott  
 
THESE days, there is virtually nothing that state governments do except, perhaps, the administration 
of state courts, ordinary police work and planning which does not involve a demand for federal help, 
and an incorrigible tendency to blame the feds when things go wrong.  In refusing to take full 
responsibility for what they do, the states have become Canberra's most exalted lobbyists, political 
commentators rather than sovereign governments. Whether it's an unbuilt freeway, dilapidated 
railway, needy schools, overcrowded hospitals, or inadequate support services for people in trouble, 
the demand goes up for federal assistance and the finger of blame is swiftly pointed at Canberra 
whenever something's missing that money might buy.  Welcome to feral federalism, where state 
governments try to fund the infrastructure and services that are their particular political priority, but 
demand commonwealth help for everything else that needs to be improved.   
 
It's important not to be sentimental about the states. Accident as much as design has made Australia a 
federation. Australia is a federal commonwealth because its constituent parts had a previous 
governmental existence. It was taken for granted that the colonies would become states because 
nothing else would have won the support of the existing colonial establishments.  It's a long time since 
the six colonies evolved into a distinctive nation and six provincial markets became a strong national 
economy. Even so, there is much to be said for a federal structure. Divided power tends to be limited 
power, for example, and three levels of elected government usually mean a robust and highly 
democratic political culture.  But none of this much interested our federal founders. They wanted the 
greater security and prosperity that banding together could bring and were inclined to give as much 
power as possible to the new commonwealth consistent with managing local interest groups.  In the 
years since 1901, it's almost impossible to recall a state government objecting to an extension of 
federal power to secure some state goal. The states have been only too happy to accept federal 
funding for schools, hospitals, roads and human services as long as it didn't challenge state political 
priorities. It's hard to remember any state government refusing federal help for something otherwise 
desirable on the fundamental principle that the commonwealth just shouldn't be involved.  No doubt 
the proponents of states' rights genuinely believe that schools and roads should not be run from 
Canberra. It's just that anti-centralism seems to be provoked only by the commonwealth interventions 
they oppose.  The issue is not whether Canberra knows best but whether the commonwealth should be 
apologetic about the powers it has and bashful about exercising them to the extent necessary to put its 
policies into practice. At any given time there will be limits on what the federal government can do. 
But these limits are always shifting, usually in the direction of more responsibility for the 
commonwealth.  This is not an argument to slash the states' formal constitutional powers, let alone 
abolish state governments. It's an argument for the commonwealth to exercise robustly the powers it 
has. Federal governments will try to put their policies into place, as far as they constitutionally can, 
right around Australia because that's what the people who voted for them have a right to expect.  
 
There are two types of arguments between the commonwealth and the states: arguments over money 
in areas where the commonwealth has fiscal but not legal responsibility, and arguments over authority 
in areas where the commonwealth and the states have dual responsibility. Where the states have 
responsibility, they should raise the money (or accept the strings that might be attached to federal 
funding). Where responsibility is shared, the Constitution says that the commonwealth should prevail. 
 
A century after federation, Australians' governmental loyalties lie with the nation rather than the state. 
Sometimes, what a state proposes will be in the best interests of Australia as a whole because the state 
government of the day has the best grasp of the merits of the matter in question. But it should never be 
assumed automatically that what is best for any of the states is also best for Australia, and in any 
dispute between the state and the national interest, Australia must come first. 

Sydney 
Morning 
Herald 

19 Jul 2003 

'Back on the 
True Path', by 
Paola Totaro 

...  Paul O'Grady, one of the Left's up-and-coming stars when Labor was swept to power in 1995, is 
not so circumspect. He says that in some areas this Government has been a profound and bitter 
disappointment.  ...  O'Grady argues that NSW Labor has not yet found a way to best apportion 
dwindling resources so that they can effectively address the needs of frontline workers like nurses and 
teachers.  He says the Premier must use his political dominance and skill to force reform in the 
federal/state sphere, where duplication and waste means that the three levels of government continue 
to betray their constituencies.  "The Government's goal must be to ensure that children who are 
currently in high school have more hope of their children living in an Australia which provides 
economic choice. Today there's still a shortage of textbooks in state high schools, people wait four 
hours for hospital transport, there are no seats on trains for people commuting to work every day. 
Labor can't say, 'What do you expect us to do about it?' any more," he says.  ...  Significantly, 
however, O'Grady's identification of major reform gaps left by the Carr administration local 
government, improved service delivery in areas like water and health, the end of wasteful duplication 
in regulation, renewed attention to domestic violence and family issues, moving employment into 
regions like the Central Coast and the Hunter are all major planks of the Government's third-term 
agenda. 
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The 
Australian 

20 Oct 2004 

'Do it again': 
Letter by Stuart G. 
Partis of Kingston 

Park, SA 

BRUCE Wilson (Schools, 18/10) is merely stating the obvious about the school system when he 
writes: "Hundreds of people work away at solving the same problems... they spend over $100 million 
annually on activity which could be done once rather than eight times."  Why single out education? 
Thanks to our state/federal systems the same applies to just about every aspect of life in Australia. 

Australian 
Financial 

Review 
21 Oct 2004 

p. 1 

'States call for 
shake-up of health 
care', by Morgan 

Mellish and 
Jennifer Hewett 
with Chris Milne 
and Mark Ludlow 

Labor premiers have offered an olive branch to the re-elected Howard government and called for talks 
on radical reforms to relieve pressure on the nation's health system.  NSW Premier Bob Carr has 
proposed handing over responsibility for hospitals to the federal government, and Queensland's Peter 
Beattie has called for an early meeting with Prime Minister John Howard on hospital and education 
funding.  …  Mr Carr set the ball rolling yesterday in a letter to the Prime Minister, embracing federal 
Health Minister Tony Abbott's idea six months ago of the states handing responsibility for the hospital 
system to the commonwealth. However, the NSW Premier said this should be balanced by the 
commonwealth handing responsibility for education to the states.  "John Howard is in a very strong 
position. I recognise that. He's got a mandate," Mr Carr said. "[But] I want to engage him on the great 
challenge for Australia of making federal-state relationships work better.  "The public are sick of the 
buck-passing and blame shifting between the commonwealth and state governments, especially on 
health."   
…  Most politicians and health experts agree the division of the health system between the two levels 
of government leads to inefficiencies and duplication.  The states have responsibilities for running 
hospitals but the commonwealth looks after areas such as the pharmaceutical benefits scheme, 
Medicare and aged care.  However, Mr Carr who is proposing the reforms be driven by a panel 
including former state premiers Nick Greiner and Wayne Goss concedes that overhauling the complex 
system will not be easy.  "In an ideal world, you'd say the commonwealth would take responsibility for 
everything in health," he said.   
…  Another issue set to be thrashed out is Mr Howard's plan, also floated during the election, to set up 
24 new federally run technical colleges. These colleges, to be in selected regional and outer-
metropolitan areas, would cater for 7200 students in years 11 and 12, training them for a trade while 
they finished high school. But the states argue they will simply replicate the role of the state-run Tafes.  
… 
THE SPLITS: WHERE FEDERAL AND STATE POWERS OVERLAP   
 
HEALTH   
State Responsibilities   
* Run all public hospitals   
* Community responsibilities, such as managing 572 community health centres; 74 early childhood 
centres; and 18 nursing homes   
* Run public health programs some funded by the federal government   
Problems   
* Health inflation running at 3 per cent above CPI   
* Chronic global shortage of doctors and nurses   
* Long waiting lists   
* Rising pharmaceuticals and medical equipment costs   
* Insufficient surgical trainees   
Solutions 
* Commonwealth assume full responsibility for all aged care funding   
* Better integration between primary GP care and the hospitals   
* Stop protectionist medical colleges deciding how many specialists allowed 
* Commonwealth to run the health system   
Federal Responsibilities   
* 5-year funding to states to run public hospitals   
* Medicare   
* $6 billion Pharmaceutical Benefits Scheme   
* Regulate private health insurance   
Shared responsibilities   
* Aged care   
 
EDUCATION   
…  Solutions   
* States could cede their power over universities to a new independent regulatory body.   
* This could also have the power to set national standards for TAFE and schooling. National body to 
scrutinise private providers of higher education   
Problems   
* Confusion over division of responsibility in all levels.   
… 
INDUSTRIAL RELATIONS   
…  Solution   
* Over-riding Commonwealth legislation to create uniform laws 
* Create a national workplace relations system for companies 
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Sydney 
Morning 
Herald 

21 Oct 2004 

Letters, under 
the heading 
'Integrated 

health system 
would provide 
the best care' 

Bob Carr, why stop with the public hospitals? What about releasing your state responsibility for the 
trains, schools, buses, water, road systems and power infrastructure. Come on, Mr Carr, do us a 
favour and give it all to the Federal Government. 
John Lazoglou, Stanmore, October 20. 
...  Bob Carr's offer to hand over responsibility for health services to the Commonwealth must surely 
rank as the ultimate admission of failure by a politician.  But why stop with health?  Given his 
government's abysmal record in delivering efficient and cost-effective service outcomes in areas 
such as transport, roads, water, power, taxation and urban planning and renewal, we'd all be better 
off if he handed the whole lot over to Canberra, turned the lights out and moved to New Zealand 
permanently. 
John Richardson, St Ives, October 20. 
...  Bob Carr's offer to trade powers with Canberra is a step in the right direction, but why stop there. 
A merger of the NSW and Commonwealth parliaments would be real progress. 
P. Tomlins, Hornsby, October 20. 

The 
Australian 

22 Oct 2004 

Editorial: 
'Duplicating 

government is 
poor policy' 

WITH 15 chambers of parliament, Australia suffers from a plague of politicians. And because it is 
in the nature of the beast, they all want to enhance their own power and perquisites, regardless of the 
impact their actions have on economic efficiency and the right of Australians to live their lives with 
the least possible interference by government. That we are over-governed is manifest, but getting 
state and federal governments out of each other's way is not easy. For a start, ministers are always 
interested in making their lives easier by maximising power and reducing risk. Thus NSW Premier 
Bob Carr, building on an idea from federal Heath Minister Tony Abbott, has suggested Canberra 
could take over running the state's hospitals. In return he would take control of schools and 
vocational education in NSW. 
... whatever Mr Carr's motives, he is right to raise the distribution of functions between Canberra 
and the states. And with John Howard controlling both houses of federal parliament, he has the 
authority to take Mr Carr's idea much further, by pushing for full-scale reform of the allocation of 
responsibilities between the states and commonwealth. We certainly need reform, because 
Australians are not getting value for money in the way Canberra funds and the states provide the 
basic health, education and community services we all rely on. Even in basics like electricity supply 
we are being let down. Across the country, there is a prospect of blackouts in coming summers due 
to the apparent inability of state power companies to maintain or expand their infrastructure. 
...  How to allocate policy and service delivery between state and federal governments has been a 
political perennial since Canberra took over collecting income tax during World War II. Ideologues 
have variously argued that the central government wants to centralise power, or that our federal 
system gets in the way of efficient administration. There is sense in both suggestions. On the one 
hand, the states can provide competitive policy approaches so they can learn from each other. And 
for bureaucrats in Canberra to have overall authority over schools from Bundaberg to Busselton 
would sacrifice regional needs to supposed administrative convenience. On the other, there is no 
necessary reason to vary policies in everything from health to housing simply to suit state borders. 
There is no single solution. But whichever direction we take, we need an end to the blame-shifting 
and squabbling that characterises commonwealth-state relations. Australians have a right to know 
which level of government is responsible when things go wrong.  
...  In April, Treasurer Peter Costello requested the Productivity Commission to recommend a new 
round of reforms to follow on from the abolition of a raft of uncompetitive state policies, in 
everything from the dairy industry to road transport, over the past 10 years. A discussion paper is 
due this month. Mr Howard should use the commission's research as the basis for a debate on how 
Australia can have the best publicly provided services – perhaps in health and education for starters 
– regardless of which level of government runs them. 

Sydney 
Morning 
Herald 

22 Oct 2004 

'Carr might 
want to pass 
the buck but 

there's nothing 
in it for 

Canberra', by 
Greg Craven.

Of all the topics likely to clear an Australian barbecue, federalism is the most pungent.  ...  It 
therefore is a tribute to the sheer cussedness of Premier Bob Carr that our own constitutional "F" 
word is now on everybody's lips.  His spruiking of a new federal settlement where the 
Commonwealth does doctors and the states do teachers probably is the most eye-catching event in 
Australian federalism since Edmund Barton had a drop too many in 1897.  His nostrums are timely.  
John Howard's new majority in the Senate will produce a Commonwealth Government with 
unparalleled confidence.  The ambitions in the area of industrial relations, water, defamation law 
and education are likely to aggravate federal-state relations, leaving them like a brawl in a pub. 

Canberra 
Times 

22 Oct 2004 

'Widen the 
debate': Letter 

by Ken 
McPhan of 

Spence 

Although Simon Corbell will not support Bob Carr's suggestion concerning the control of Australia's 
health system because funding was cut (CT, October 21, p3) the question demands reasoned debate.  
However, Bob's suggestion to trade education for health flies in the face of conflicting claims, made 
during the Federal election campaign concerning the funding of schools: this argument also sees 
buck-passing between the States and the Commonwealth.  Perhaps the time has come for Federal, 
State and Territory Governments to look at all issues which cross state borders, ie, in addition to 
health and education, such things as vehicle registration and driver licensing. 
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Sydney 
Morning 
Herald 

23 Oct 2004 
p. 27 

'Under New 
Management', 

by 
Anne Davies, 

Robert 
Wainwright 
and Mark 
Metherell 

...  The dysfunctional nature of the federal system used to be played out theatrically each year at the 
premiers' conference. 
...  More complex issues loom: population growth that puts pressure on infrastructure; how to cope 
with an ageing population who will require healthcare and aged care; global warming; and sharing 
water on the driest continent in the world.  All these areas are shared between federal and state 
governments - and sometimes even with local government, as is the case with roads. 
 
Carr told the Business Council of Australia that unless Australia tackled the "grotesquely untidy 
confusion of state and federal responsibilities", they could forget about further tax cuts.  ...  "Yes, it 
would make sense to have the national level of government responsible for delivering the whole 
range of health care services. A trade-off would be to cede autonomy over schools and TAFE policy 
to the states."  Carr's plan is for a short, sharp report followed by a conference, and he has suggested 
the two most successful federalists, former premiers Nick Greiner and Wayne Goss, as the people 
who might lead the charge.  Greiner is a supporter: "What Mr Carr is saying directionally is that the 
21st century federation, there's no reason to think it should be the same as the 20th century 
federation. And we ought to have a genuine sort of look without any pre-commitment 
preconceptions, and see if we can remove some of the duplication, not only between federal and 
state but also local government, because in many cases you've got a triplication." 
...  Child care is another area where the lines of responsibility between states and the 
Commonwealth have created anomalies, duplication and funding shortfalls that a single line of 
responsibility might cure, or at least simplify.  The pinch is felt particularly for parents, such as 
Barry, who have children aged under 2. The NSW Government issues licences for 11,066 places for 
children aged under 2, yet there are only 5690 actually being offered. Why? Because the level of 
federal funding is not high enough to make it feasible for child care centres to offer the places while 
meeting state policies of child-to-carer ratios. As well, the federal funding on which the system 
relies makes no distinction between the cost of caring for a one-year-old or a five-year-old. 
 
When Barry's daughter goes to school the duplications continue.  If he serves on the P&C of his 
daughter's school he could find himself bidding for a slice of the $700 million up for grabs in John 
Howard's election promise of extra capital funding. The bids will be made directly to the 
Commonwealth rather than the state which is responsible for schools. If the school wins a new air-
conditioner, who will have to pay for repairs: Bob Carr or John Howard?  And later, if Barry's 
daughter opts for pre-vocational training rather than university, where does she go? Into one of 130 
TAFE colleges run by the state or one of 24 technical colleges being proposed by the Federal 
Government? 
 
Perhaps she wants to be a doctor or a nurse, taking care of people like her grandmother, Maggie. 
The State Government says planning nationally for tertiary places for doctors and nurses takes place 
in isolation from those who deliver health services. There is no connection between the state, which 
provides the services, and the Federal Government which funds tertiary education. An example is 
the recent decision by Sydney University to pull out of nurse training, which has been greeted with 
horror given predictions of a shortfall of 6000 nurses across Australia by 2008. 
...  Abbott described contemporary federalism as rickety: "In refusing to take full responsibility for 
what they do, the states have become Canberra's most exalted lobbyists ... whether it's an unbuilt 
freeway, dilapidated railway, needy schools, over-crowded hospitals ... the finger of blame is swiftly 
pointed at Canberra whenever something's missing that money might buy." 
...  No doubt the heightened political climate played a role, but examples like Cubby Station in 
Queensland, which has built enormous dams to prevent water running over the border into NSW, are 
testament to why the problem needs urgent fixing. 
...  According to a specialist in competing interests, Allan Fels, reforms to the national 
administration of health and education are becoming inevitable.  Fels, formerly chairman of the 
Australian Competition and Consumer Commission and now dean of the Australia and New Zealand 
School of Government, says while much of the focus on health had been where the money came 
from, at least as important was the issue of overlap between state and federal roles.  "With health 
and education, state and federal responsibilities are mixed, and increasingly so," he says. 
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The 
Australian 

23 Oct 2004 
p. 27 

'National give 
and take', by 

Mike Steketee

NINE years ago, then Queensland premier Wayne Goss posed the question: "Will the states 
survive as viable political entities into the 21st century?"  He called for a national debate on the 
future of the Federation, including a reallocation of responsibilities between different levels of 
government, then answered his own question: "Unless this debate is vigorously taken up, what we 
will witness within a generation is the de facto, if not de jure, abolition of the states."  
Unfortunately for Goss, his attempt to offer leadership on this issue ran into some hurdles. A week 
after his speech, the state election saw an unexpected swing that crippled his Labor government. 
He hobbled on with the support of an independent until a by-election put him out of his misery.  
 
The Goss warnings sound prophetic now. Federal governments have been encroaching more and 
more on state territory and it is a trend that is accelerating under John Howard, who has killed off 
any old-fashioned conservative notions of states' rights. As one Liberal put it yesterday, "he 
wouldn't trust the states to run a chook raffle".  
 
This week, NSW Premier Bob Carr floated proposals for a wholesale rationalisation of state and 
federal powers, such as the commonwealth taking over hospitals and the states assuming total 
control of schools and TAFE. He suggested Goss and former NSW premier Nick Greiner as 
intermediaries who could deal with Canberra on ways to trade responsibilities to produce more 
efficient government and produce savings for taxpayers.  
 
The pay-off from having one level of government running big areas such as health is potentially 
hundreds of millions of dollars. As Carr put it in an interview with Inquirer: "We have seismic 
structural flaws in health in this country and there are going to be demands for the commonwealth 
as well as the states to shovel still more money in every year unless we redesign it."  
 
Health spending, driven by rapidly advancing technology and the ageing of the population, is not 
going to stop growing if the commonwealth takes over all responsibility for the area. But it would 
slow down the increase. NSW estimates its public hospitals, over five years, will supply $1.9 
billion in general practitioner services that could be provided much more cheaply in doctors' 
surgeries, which are funded by the commonwealth. At any one time, an estimated 2000 aged 
people are in hospital beds under the states' jurisdiction, waiting for beds in nursing homes funded 
by the commonwealth.  According to NSW figures, it costs $950 a day for a hospital bed, 
compared with $165 to $200 a day for nursing-home accommodation. This irrational cost shifting, 
which occurs in both directions, would end if one level of government were responsible for 
everything in the area of health. 
...  Carr is prepared to hand over state responsibilities that should appeal to the commonwealth, 
such as legislative responsibility for university administration. But his generosity does not extend 
to ending the state's separate industrial relations system - a bridge too far for a Labor government. 
Like Goss a decade ago, Carr is concerned by Canberra's centralist tendencies. "This has been 
described as the most centralist and least federalist of any non-Labor government," he says.  
 
One of Howard's election promises was direct federal funding for 24 technical colleges. "Let's see 
the details," Carr says when asked for his reaction. "We don't want to be left running some sort of 
residual system, with private colleges taking the most obvious and most lucrative parts of technical 
and further education."  
...  Greiner and Goss are receptive to the idea, though Carr did not get around to contacting them 
personally before he volunteered their services. Both were involved as premiers in the last 
significant effort at co-operative federalism under the Hawke and Keating governments - a 
constructive period that helped make the economy more productive through national competition 
policy, a national electricity grid, a national rail system and mutual recognition that overcame 
inconsistencies in a range of federal and state laws. 
 
"This is the single greatest area of micro-economic reform that remains untouched," Greiner said 
yesterday of the carve up of federal and state responsibilities. "The efficiency gains in health alone 
would be just massive. There are lots of areas which don't involve money, like duplication of 
regulations in areas like childcare." Industrial relations, consumer affairs and packaging are other 
examples.  
 
Goss says: "We have a federal model but increasingly the reality is out of sync with it and the role 
of the states is diminishing all the time. I am not a states' righter. All I say is you should have a 
rational allocation of responsibilities because the public [gets] a better result out of it: you get 
more money spent at the pointy end on service delivery rather than on process, and you get better 
accountability, with people knowing who is responsible for which service." 
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The Age 
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p. 15 

'Stupidity and 
cynicism rule 

Australia, 
OK!', by Ross 

Gittins 

Our federal system of government is broke. But is anyone brave enough to fix it? 
Poor little helpless Australia. We've got this federal system that's becoming increasingly 
dysfunctional, but only a naive fool would imagine there was anything we could possibly do to 
improve it. 
 
I can't get over the way NSW Premier Bob Carr's proposal to rationalise the division of 
responsibilities between federal and state governments has been met by such a wall of cynicism. 
 
According to Carr, the public is "sick of the buck-passing and the blame-shifting between 
Commonwealth and state governments". I would have thought that to be a statement of the 
obvious - as well as an admission of fault - but apparently we're not so sick of it that we're 
prepared to insist something be done about it. 
 
The areas of divided responsibility and duplication permitted by our 103-year-old federal 
constitution are numerous - compulsory education, technical training, unis, child care, aged care, 
defamation, the environment, water and more - but none is more wasteful or painful than health 
care.  The states have responsibility for public hospitals and health promotion, while the feds have 
responsibility for subsidising, educating and licensing doctors, educating nurses, running the 
Pharmaceutical Benefits Scheme, controlling private health insurance and caring for the aged. For 
good measure, the feds pick up about half the cost of public hospitals.  This division of 
responsibilities creates endless scope for the two levels of government to shift costs between each 
other. 
 
As the Howard Government presides over the decline of bulk-billing, patients are increasingly 
turning to public hospitals for "free" treatment. They say a quarter of the people turning up at 
hospital emergency departments could have been treated more quickly and cheaply (from the 
viewpoint of the taxpayer) by their GP. 
 
When you have two people responsible for something, you end up with no one accepting the 
blame.  But the most egregious instance of cost-shifting concerns the frail aged. Because of the 
feds' reluctance to provide sufficient nursing home accommodation, oldies are piling up in the 
states' acute-care public hospitals. This means they're not only occupying beds that could be filled 
by people on waiting lists, they're also costing the taxpayer up to five times as much a day. 
 
And it's not just the huge amounts of money being wasted in these crazy cost-shifting games. It's 
also the lack of political accountability.  When you have two people responsible for something, 
you end up with no one accepting the blame for anything. Tackle any health minister - federal or 
state - about a problem and all you get is a lecture about what rotten sods they are at the other 
level. So I'd have thought the case for the feds completing their control by accepting responsibility 
for public hospitals was compelling. 
 
Carr proposed a swap: the feds take full control of health while leaving education and training 
solely to the states.  ...  Carr's no saint - and I dare say he's very much aware of Howard's election 
promises. Why wouldn't he be? Here's Howard - always a closet centralist, but now moved to 
righteous retribution because all the wicked premiers are Labor - so far from doing anything to 
reduce the confusion of federal/state responsibilities, set on making it worse. 
 
Fed up with the states' failure to run their TAFEs the way he thinks they should, Howard plans to 
establish a whole new, rival network of federal tech colleges to compete against them. How's that 
for a good idea! 
 
Similarly, rather than hand over the $700 million for school refurbishment to the states, he's going 
bypass the wicked Labor premiers and deal direct with school principals and parent groups. This, 
of course, won't require him to set up a new federal bureaucracy duplicating the states' 
bureaucracy. Well, not to speak of. 
 
If that's not enough stupidity and cynicism for you, finally we have the contribution of the 
constitutional lawyers: a situation where no pollie - federal or state - has to accept ultimate 
responsibility for health and anything much else and suits the pollies down to the ground. Who but 
a fool would expect them ever to want to change that? I'm foolish enough to know that pollies will 
do almost anything if they fear losing their jobs.  We'll be the fools if we let our politicians and 
their cynical apologists fob us off with such a patently unsatisfactory way of running the country. 



 4E-20

Table 4E-1 (Continued) 

Publication 
and Date of 

Report 

Heading and 
Reporter(s) 
or Author(s) 

if Known 

Extracts from Report 

The 
Australian 

29 Oct 2004 

Editorial: 'A 
once in a 

generation 
opportunity' 

The Prime Minister now has the opportunity to build on the foundations laid by the Hawke-
Keating governments, with a second stage of structural changes in the way Australia is governed. 
Control of the Senate provides him with an extraordinary opportunity, last granted to Malcolm 
Fraser in the 1970s. 
...  Unlike Mr Fraser, Mr Howard has a solid foundation to build on. The round of reforms that 
began in the 1980s deregulated the financial system, ended entrenched union power and broke 
down the old culture of industry protection. And from the middle 1990s, national competition 
policy saw Canberra and the states co-operate to end government rules and regulations that had 
impeded economic growth for generations. The result of all that work is our present prosperity. 
But the job is far from complete, and Mr Howard must now act to ensure our engine of 
productivity not only keeps running, but runs harder. Part of the way to accomplish this is to pass 
the raft of reforms cynically stalled in the Senate by Labor and minor party opportunism over the 
past eight years.  
 
When the new Senate assembles in July, Mr Howard ... should work for reforms in other 
responsibilities shared by Canberra and the states. The Productivity Commission pointed the way 
yesterday in calling for a review of state and federal functions in healthcare and the environment. 

Sydney 
Morning 
Herald 

30 Oct 2004 

'Let's make 
this country 

work, PM tells 
states', by 

Mark 
Metherell and 

Louise 
Dodson 

The Prime Minister has opened his fourth term in office with an overture to state and territory 
leaders to press ahead "in the national interest" to overcome federal-state differences bedevilling 
areas such as health, water conservation and child pornography. 
 
John Howard has also revealed that his taskforce to investigate the health system - announced after 
the Coalition's election win - will have a wide brief to examine health care delivery, which is 
dogged by divisions between the two levels of government.  Mr Howard has ruled out "at this 
stage" the Commonwealth assuming control of public hospitals, raised last week by the Premier, 
Bob Carr, but said it was "timely and necessary" to examine state-federal responsibilities for health 
care to make improvements. 
 
The taskforce would examine the operation of the health system to ensure optimum effectiveness 
for all patients "across the primary, acute, rehabilitative and aged care sectors".  The Opposition 
says the taskforce apes its election pledge to establish a health reform process. 
 
Mr Howard's letter to the premiers and chief ministers, dated Wednesday, also called for the states 
to give urgent attention to the Federal Government's $2 billion Australian Water Fund, which the 
premiers say diverts money from other payments to the states. 
 
The Prime Minister has also called for a national review to enhance joint state-federal 
investigation of child pornography. He is also seeking more co-operation in delivering services to 
indigenous Australians, implementation of a national native vegetation management plan and the 
review of national competition policy. 

Sydney 
Morning 
Herald 

30 Oct 2004 

'PM's bold 
new 

federalism: 
part policy, 

part politics', 
by Louise 
Dodson 

The election may be over but the Coalition's campaign to dominate the middle ground and keep 
Labor out of office for decades is not. 
 
The Government's fourth-term agenda is part new policy designed to continue economic reform 
and part politics designed to marginalise and demonise Labor. 
 
The Prime Minister, John Howard, has written to all premiers to suggest a new era of federal-state 
co-operation. He writes: "As a number of you have already indicated, it is important that we work 
together to ensure that we secure policy outcomes that are in the national interest." 
 
The agenda for federal-state reforms is limited. The letter confirms Mr Howard will not agree to 
NSW Premier Bob Carr's suggestion the Commonwealth take responsibility for hospitals and the 
states take education.  He wants instead to talk about a more efficient division of responsibility for 
the delivery of health and aged-care programs. 
 
He reaffirms his election promise for a national approach to water conservation with a new 
National Water Commission. 
 
And in the wake of Operation Auxin, which resulted in the arrest of hundreds of child pornography 
suspects, he wants more co-ordination between state and federal police and more consistency in 
the type of offences offenders are charged with. 
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'Productivity 
needs brave 
new reform', 

by Ross 
Gittins 

The Productivity Commission - temple of the high priests of economic rationalism - is always 
issuing reports, but few are as important as the draft report it issued this week on national 
competition policy.  ... top of the commission's new reform to-do list is health care. It notes that 
over the next 50 years the nation's total spending on health care is expected to grow from less than 
10 per cent of GDP to between 16 and 20 per cent.  But the health-care system is "beset by 
widespread and growing problems". It's "generally accepted that there is considerable inefficiency 
and waste", and "divided responsibilities for service provision across different levels of 
government create considerable incentive for cost, risk (and blame) shifting". 
...  Taking second priority on the commission's agenda for reform is "natural resource 
management" (which is fancy talk for environmental problems). For one thing, the Commonwealth 
and states are taking divergent approaches to greenhouse gas abatement.  And "uncertainty about 
future policy directions" (which I suspect is a coded reference to the Howard Government's refusal 
to sign the Kyoto Protocol) is impeding necessary investment in many parts of the economy.  
"Early action to provide greater uniformity and policy certainty in this area is thereby important," 
the commission says. 
 
For another thing, we need to find less costly ways to meet our objectives of preserving native 
vegetation (including old-growth forests) and biodiversity. This is saying we'll save a lot more 
territory if we use "economic instruments" (such as higher prices for logging Crown land) rather 
than just bans and controls. 
 
The one environmental issue on which the two levels of government have been making (slow) 
progress is water. The "national water initiative" seeks to get on top of the indiscriminate issuing 
of river water drawing permits, make the price of water better reflect its scarcity, and allow for 
permanent trading of water allocations.  However, the states walked away from the deal when Mr 
Howard popped up in the election campaign and announced he was taking away the states' future 
payments under the original national competition policy deal to use them to fund the water 
initiative. 

The 
Australian 

12 Nov 2004 

'Push for 
federal, state 
role reforms', 

by David Uren

THE states should be responsible for delivering services while the commonwealth should set 
national standards, according to a study calling for far-reaching reform of health and education to 
be released by the Victorian Government today. 
 
The study says that reform of federal and state relations should focus on better co-operation, rather 
than the piecemeal shuffling of responsibilities for services such as public hospitals and schools 
that has been proposed by NSW Premier Bob Carr.  The report, prepared by Allen Consulting 
chairman Vince Fitzgerald argues that all functions should be carried out by the lowest level of 
government able to exercise them effectively.  
 
State governments should have the primary role of identifying the needs of local communities, 
developing policies to meet them, and administering programs on the ground. The commonwealth 
should have primary responsibility for ensuring that all Australians have access to quality services 
that meet minimum national standards.  
 
In the case of health, the study urges the formation of an Australian Health Commission to set 
policy and a series of regional healthcare agencies that would deliver services across the range of 
acute, primary and community care, pharmaceuticals and aged care.  "By giving the long-term, 
continuing responsibility for the health of all residents within a region to a single authority, there 
would be greater emphasis on improving the health status of that community," it says.  
...  On education, the report recommends there should be an integrated system that allocates 
funding to public, Catholic and independent schools on the basis of need.  The study suggests that 
comprehensive reform requires a new approach to federalism. It suggests that the Council of 
Australian Governments, which brings together the heads of all governments, should be replaced 
by a new Australian Federation Council, which should have regular fixed meetings, and an 
independent secretariat. 
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'Howard's big 
bogy', by 

David Uren 

The greatest obstacle to economic reform is finally being tackled, reports David Uren   
 
DYSFUNCTIONAL, feral and failing: this is how federalism is described by John Howard, Tony 
Abbott and Peter Costello respectively.  The view from the states is scarcely better, where the 
eight Labor premiers and chief ministers use some of the same epithets as they rail at what they 
perceive to be the commonwealth's reluctance to lead real reform.   
 
Both Health Minister Abbott and NSW Premier Bob Carr have despaired of commonwealth and 
states ever being able to collaborate effectively in the delivery of services, advocating that the 
commonwealth take over health -- lock, stock and barrel -- while the states take on education.  
Treasurer Costello won't have a bar of this because he does not trust the states to treat the 
independent and government schools fairly, and he sees no reason for the commonwealth to take 
on the hospitals, given the amount of revenue that the GST is delivering to the states.  For 
Costello, the breakdown between the commonwealth and states was epitomised by the Victorian 
Government's decision to withdraw state drought assistance funding from farmers who were also 
receiving assistance from the commonwealth. 
 
The Coalition's distaste for federalism was driven home during the election campaign. There were 
decisions to:   
* Establish a new system of technical secondary colleges to be operated by the commonwealth 
independently of the state-run TAFE system;   
* Channel $1 billion to schools through local parent associations rather than state education 
departments;   
* Unilaterally scrap almost $2billion in payments that had been earmarked for the states as 
incentives for reform of competition policy.   
 
The last decision pre-empted even the draft report of the Productivity Commission's review of 
competition policy which, when it was released after the election, singled out the lack of co-
ordination between commonwealth and state governments as the biggest area of unfinished 
business in Australia's economic reform.  The Productivity Commission concluded that failure to 
be clear about the roles and responsibilities of commonwealth and state governments in the 
delivery of services led to: 
* Duplication of effort;   
* Cost and risk shifting between the two tiers of government;   
* Lack of effective co-ordination between different components of the overall service package, 
such as acute hospitals and aged care;   
* Reduced accountability of governments, encouraging political point scoring and the shifting of 
blame. 
 
The Victorian Government has tried to bring some creative thinking to the issue with a study by 
Allen Consulting chairman Vince FitzGerald into ways federalism could be made to work better. 
FitzGerald is a leading economist and has intimate experience of the workings of federalism as the 
former secretary for the department of employment, education and training and deputy secretary of 
the department of finance. He is a believer in federalism.  "Federations are messier politically than 
unitary states -- all complex human endeavours have a messy side to them -- because there are 
interactions to manage between levels of government," Fitzgerald says. "It is not a question of 
we're stuck with a federation, like it or not. It is a positively good thing."  He says a federal system 
devolves responsibility to a level of government that is close enough to the population to be more 
responsive to local needs yet large enough to be efficient.  The trialling of different approaches to 
the delivery of services such as health and education by the various states allows them to learn 
from each other.  Yet having a central government with strong control over budgets creates a 
strong sense of what unites the nation. The commonwealth can set out minimum standards for 
what Australians, wherever they live, may expect from health, education and other services.   
… 
FitzGerald says there is a problem of governance. It is incredible that there are no permanent 
institutions to govern collaboration between the commonwealth, which spends through its own 
services about $180 billion, and the states, which together spend about another $120 billion.  …  
"Where there is a mutual interest in an issue that is recognised by both levels of government to be 
very important, such as water, you can find one of those magic moments where, regardless of 
personalities, the leaders at both levels see that something is important and that they have to do 
something together to make progress."  Unfortunately, however, such moments do not come 
around often and some of the issues that would be best advanced at that level, such as health and 
education, have not been on the agenda. The agenda is controlled by the commonwealth, which 
also decides when meetings will be held.  FitzGerald says ministerial councils have also been 
important, with constructive collaboration on initiatives such as the new national literacy 
standards. However, they have not been able to tackle the big problems of duplication and lack of 
co-ordination between the different levels of government. Neither can they resolve funding issues.  
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FitzGerald's study argues that the idea floated by Hawke and Greiner in 1990 for a council of the 
Australian Federation should be revived. It should have a full-time secretariat and a set schedule of 
meetings with agendas to which both sides may contribute. It should also be supported by a new 
intergovernmental agreement, with agreed objectives for collaboration.  However, FitzGerald is 
concerned that with the strength of its majority in both houses, the commonwealth will be more 
inclined to act unilaterally, as it has with its proposal for technical schools.  "I really doubt the best 
way to go is for the commonwealth to set up an alternative, separately administered system of 
technical education instead of doing the harder work of working out a way for the two levels of 
government to work together to achieve those ends," he says.  The inclination to "go it alone" is 
also present at a state level. The NSW Government has been preoccupied during the past year by 
the formula for dividing the GST take among the states and believes that if it got its fair share, it 
could exercise greater independence from the commonwealth. 
 
The Victorian spat with the commonwealth over what has become the Scoresby tollway resulted in 
both sides telling the other to keep their money.   
 
FitzGerald says it is an illusion for states to believe that the GST will give them fiscal 
independence from the commonwealth and says, moreover, that the community does not want this.
The Prime Minister has called a COAG meeting in the first half of 2005 that would consider 
reforms in water, health and competition policy. He has also established a taskforce to review the 
structure of health spending under former public service commissioner Andrew Podger.  The 
taskforce includes representation from federal Department of Health and Ageing secretary Jane 
Halton and Treasury secretary Ken Henry, raising hopes that it might tackle difficult issues of the 
commonwealth and state divisions of responsibility. 
… 
Commonwealth v the states   
 
THE federal Government has steadily expanded its powers over the states since Federation.  
Originally, states were responsible for all education, health and social services, as well as for 
income taxation.  The commonwealth won the power to raise income tax during World War II and 
to provide welfare services as a result of a set of constitutional amendments in 1946.  Today, the 
commonwealth raises 71per cent of tax revenue while the states raise 29 per cent.  The GST, 
which is raised by the commonwealth, delivers more than one-third of state income. State taxes 
make up about one-third. Special purpose payments, tagged to services such as education, are 
made by the commonwealth to the states; other non-tax revenue provides the remainder.  
Commonwealth spending, excluding payments to the states, totals about $180 billion a year, while 
state spending totals $120 billion.  Many areas overlap. In health, the commonwealth looks after 
general practitioners and aged care while the states look after public hospitals.  In education, the 
states have prime responsibility for public schools and TAFE colleges, while the commonwealth is 
responsible for private schools and universities.  States have prime responsibility for roads, with 
some contribution from the commonwealth.   
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The Age 
19 Dec 2004 

'States 
'neglect' 

basics', by 
Michelle 
Grattan 

State governments' failure to spend enough on water, power, rail and ports is undermining the 
federal system and will also impose a heavy financial burden on the next generation.  Federal 
Liberal MP Greg Hunt concludes this in a draft paper on infrastructure. He says states are allowing 
spending on wages to balloon and, to balance their budgets, are failing to meet capital spending 
needs. 

Australian 
Financial 

Review 
20 Dec 2004 

p. 6 

'Business 
presses for 
reforms', by 

Annabel 
Hepworth 

Business groups will push for reform of Australia's complex system of federal-state relations next 
year to avoid serious shortfalls in energy, water and transport infrastructure.  Reforms to tax, 
business regulation and industrial relations are also high on the business wish list for 2005, but 
concerns about the maintenance of infrastructure and vocational skills training are increasingly 
prominent.  The Business Council of Australia has commissioned the chairman of Allen 
Consulting, Vince FitzGerald, and Boston Consulting Group to investigate problems with the 
provision of economic infrastructure and to provide a blueprint for possible improvement.   
 
BCA president Hugh Morgan said better planning and infrastructure development was a priority 
for the group next year.  Problems with the reliability and quality of infrastructure could pose a 
threat to Australia's international competitiveness and an obstacle to future growth, he said.  Mr 
Morgan, a former chief executive of WMC, said it was a "nonsense" that Australia had so many 
governance arrangements and regulators for energy infrastructure when it had a population of 
about 20 million people.  "It's not the way to provide long-term effective energy input to this 
country," he said.  Big business complains that, because infrastructure such as transport is shared 
among different tiers of government, it suffers from blurred lines of accountability and costly 
administration.  There are also concerns that the states have little financial incentive to provide 
infrastructure. While the commonwealth gains much of the tax revenues from economic 
developments, the states bear much of the cost of supporting them.  Lowering the corporate and 
personal tax rates to align them to other countries in the Asia-Pacific region, rather than in Europe, 
is also high on the list of business demands. 
 
The BCA plans to continue its push for relief from business regulation in the wake of tougher 
requirements under Corporate Law Economic Reform Program 9 and other corporate governance 
reforms.  " 'Sir Humphrey' is churning out regulations at both the state and federal level," Mr 
Morgan said. "That's bad news." 
 
Further reforms to the vocational education and training (VET) system, to address chronic skills 
shortages, has also emerged as a key demand from other major business groups.  "In a nutshell, 
there needs to be a massive injection of competition policy," said Australian Chamber of 
Commerce and Industry chief executive Peter Hendy.  "What we need is more competition 
between TAFE and private providers and more competition between Tafes. To put it another way, 
we need to restructure the VET sector in the same way that the university sector has been 
restructured in the last 10 years." 
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The 
Australian 

25 Jan 2005 

The Australian
Tony Abbott: 
'States impede 
federal intent', 

by Tony 
Abbott 

 
 (this article is 

an edited 
extract from 

Tony Abbott's 
address to the 

Young 
Liberals' 
national 

conference in 
Hobart on 

Saturday 22 
Jan 05) 

THE current Federal Platform of the Liberal Party declares: "We believe . . . in a federal system of 
government and the decentralisation of power with local decisions being made at the local level." 
...  Conservatism is about facing facts, not making excuses. Conservatism is sceptical about the 
state rather than enamoured of states.  A conservative is not someone who mistrusts all 
government except state governments. Conservatives believe in small government rather than 
many governments, especially when those governments seem hooked on state socialism.  
...  Almost the first post-election prime ministerial announcement, made at the same time as the 
new ministry was named, was the establishment of a policy review aimed at more seamless 
delivery of health services.  ...  One option the Podger Review could consider is giving the 
commonwealth more say in the actual running of public hospitals commensurate with the funding 
it provides. 
 
Conservatives could well argue that the cost of obtaining state agreement to change the way the 
public hospitals run outweighs any conceivable benefit to patients. Or they could argue that the 
problem is how they are run, not who runs them, and that, in practice, no one could do a better job 
than the states.  What could not plausibly be argued is the existence of some fundamental 
imperative that only state governments may ever run public hospitals. The principle that the 
commonwealth may enter fields currently dominated by the states was first accepted by the 
Howard Government back in 1996 when it took the Kennett government's reference of power to 
create a unitary system of workplace relations in Victoria.  
 
In a parliamentary attack on the Keating government's centralism, I once declared that Australia 
had "a perfectly good system of government provided each tier minds its own business". As a new 
backbencher, I had not anticipated how hard this was, given that voters don't care who solves their 
problems, they just want them solved.  When it is so difficult to maintain neat distinctions between 
who does what in practice, how realistic is it to maintain them in theory?  
 
And once the commonwealth Government is engaged in any particular area of responsibility, how 
can it avoid the demand to provide leadership?  These questions are likely to consume a great deal 
of time and energy during the Howard Government's fourth term. 

The Age  
8 Feb 2005 

Editorial: 
'When 

detention 
begets its own 

madness' 

Among the disadvantages of a federal system of government is that agencies such as police and 
health departments are replicated from state to state and from state to Commonwealth. If the 
procedures that allow for information about missing persons to be passed from one jurisdiction to 
the next fail, then inevitably some cases fall through the cracks. In the case of Cornelia Rau, 
despite wide publicity of her status as a missing person including an article in at least one South 
Australian newspaper while she was in Baxter, no connection was made. Ms Rau was evidently 
failed by the authorities. It is only proper that a full, independent inquiry should be held into those 
circumstances to discover precisely why. 

Canberra 
Times 

11 Feb 2005 

'Municipal 
Option on the 
Table': Letter 

by Jack 
Kershaw, 

President of 
the Canberra 
Community 
Action on 

Acton Inc, of 
Ainslie 

Bob Sutherland (CT Letters February 7) has apparently overlooked an important option for local 
municipal-style government for the ACT, namely that the ACT, apart from tightly defined areas of 
national significance, be part of NSW, and that there be a municipal entity called something like 
The Canberra and District Council including Queanbeyan.  This proposal was presented in detail 
to the Joint Standing Committee on the National Capital and External Territories by this 
organisation. 
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Canberra 
Times 

12 Feb 2005 

'Howard 
hoping Labor 
wins in WA?', 

by Crispin 
Hull 

PRIME Minister John Howard could well be secretly hoping Labor wins this month's election in 
Western Australia. As long all the state and territory governments are Labor, Howard will get 
support for his centralist policies – most recently expressed in industrial relations and education. It is 
a far cry from the Fraser years. Remember New Federalism, under which the new Coalition 
Government would wind back the dangerous centralist socialist policies of the Whitlam 
government? Since at least 1972 the Liberal Party has stood for states' rights against the onslaught of 
centralism which it equated with socialism and meddling state control. It railed against Labor's use 
of constitutional inventiveness like the expansion of the foreign- affairs power to enable the central 
government to get its way in fields such as the environment, discrimination law and unfair dismissal. 
Now the Liberals have been in power in Canberra for nearly a decade, their tune has changed.  Their 
earlier objection to centralism in principle has fallen away. They want to override the states and 
territories. The Liberal Party itself is very much a creature of federalism. Its state bodies are 
independent. Its national organisation does not have the policy-formulating powers of Labor's 
national convention. Nor does it have the Labor's system of ''national intervention'' when the state 
branches go awry. Liberal prime ministers Robert Menzies and Malcolm Fraser were federalists. 
Howard, on the other hand, seems much more a centralist. A lot of the Whitlamite centralists, 
however, will scream blue murder at Howard's plans in industrial relations and education, even 
though they might have advocated abolition of the states because they impeded the grand program 
of progressive intervention. In fact, the left-right divide on centralism is not about the principles of 
federation but about the character of the policies being pursued. A more important argument is about 
what works best. In this instance, Howard's agenda for industrial relations and education have a lot 
of merit, as indeed do a lot of arguments about having a national approach in other fields. Howard is 
rightly suspicious of the states. They mess things up all the time. Give them money for an 
immunisation program and immunisation rates plummet, so the Feds have to take over. The states 
and territories kill people in hospitals. They kill and abuse children in their care and the mentally ill. 
They make a hash of public transport. They become too reliant on gambling and property booms. 
They waste large sums of money in grandiose vote-buying schemes. Look how Howard rightly 
ducked the mad scheme to pipe water from the Kimberley put up by the Western Australian Liberal 
leader, Colin Barnett. The lower the level of government in Australia, the greater the incompetence 
and corruption. Sure, the Feds are not perfect (immigration, civil liberties, indigenous matters, etc), 
but federally run programs like Medicare, the Pharmaceutical Benefits Scheme and even Native 
Title are models of efficiency and rectitude compared with many state programs. And corruption at 
the Federal level is usually about minor travel rorts and marginal-seat favouritism. The nation will 
be far better off with Howard's single national industrial-relations scheme and a single Year 12 
certificate. The point is not whether it is a Howard scheme, but whether it is a well-run national 
scheme, rather than a hotch-potch of eight mediocrely run schemes. Remember, these two schemes 
will, after one or more elections, inevitably be run by a Labor Government. The big question now is, 
how will Howard get away with it constitutionally? After the Tasmanian-dam case in 1983, Federal 
Labor turned away from forcing its will on the states through legislation that stretched the 
Commonwealth's constitutional powers - using the stick. Instead it went down the carrot path. Those 
states that complied with the Commonwealth's wishes would get extra money. For example, those 
states that introduced a 0.05 alcohol limit on drivers would get extra road money. Those states who 
met competition guidelines got extra money. The Howard Government has followed the pattern. 
This is likely to work with education. Those states that apply the Federal Year 12 certificate will get 
extra money. If any state still objects the Feds might give money directly to schools that run the 
certificate. But industrial relations is more difficult. State Labor Governments will not give up the 
industrial-relations power easily, even with hefty bribes. The union base remains strong. And the 
financial backing unions give Labor directly probably has greater vote-buying capacity than any 
money that might come to the general state revenue in the form of federal grants for voluntarily 
giving up industrial relations. Some proof of this can be seen by the fact that a new Victorian Labor 
Government re- regulated industrial relations after Liberal Jeff Kennett had handed it to the Feds 
and that ACT Labor regards the mere $150,000 or so that it gets directly from a union-associated 
club as more important than several million it might get in general revenue if it offended that club 
by widening poker-machine outlets. So Howard will have to go down the legislative-coercive path. 
The Commonwealth's industrial-relations power is limited to interstate matters. But the 
Commonwealth has a broad power over corporations, and that includes the smallest family 
company. It is therefore likely that the Government will introduce a national industrial-relations 
scheme for all people employed by companies. That will leave virtually nothing for the states. It will 
be a union-unfriendly scheme, no doubt. And therein lies the theme behind the Liberals' departure in 
industrial relations and education from their normal states'-rights approach. The Liberals do not like 
unions. In particular, they do not like teachers' unions, which they see as responsible for lowering 
standards and ignoring parents' views. These two proposed national schemes are another example of 
the right deed for the wrong reason. 
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Canberra 
Times 

15 Feb 2005 

'Worthwhile 
reforms': Letter 
by Rod Mead of 

Kambah 

Generally not one to agree with the machinations and ideology of the Howard Government, I must 
however agree with the determination to gain efficiencies across the federal arena and between the federal 
and state bureaucracies.  If efficiencies can be achieved, and optimal use of resources achieved and 
maintained, while achieving equity across society the government deserves to be commended.  The task 
will not be easy, as has already been noted with the industrial relations reforms proposed.  This 
Government has been attempting to deliver on the tax system since coming to power - some changes and 
additions have been achieved - but one must hope any proposed developments and refinements to health 
and ageing, welfare, education and general infrastructure will be achieved much more quickly.  It appears 
the decisions have been made.  Now the devil is in the detail.  I trust the strategies, policies and 
implementation will be to the benefit of all Australians.  I for one, believe such gains are possible. 

 
Australian 
Financial 

Review 
17 Feb 2005 

'Squandering 
prosperity's 

proceeds', by 
Lindsay Tanner, 

Labor MP for 
the federal seat 
of Melbourne 

In the rush to condemn the appalling misuse of government money in the regional partnerships program, 
most have missed the real scandal. Why is the national government making funding decisions that should 
be made by local councils or, at a stretch, state governments?    
...  The government is squandering the proceeds of prosperity. While our infrastructure crumbles, 
broadband languishes, and skill shortages mount, enormous amounts of taxpayers' money are being 
wasted. It's time to eliminate the vast array of rubbish spending in the federal budget and tackle the 
growing duplication between federal and state tiers of government. 

 Courier-Mail 
19 Feb 2005 

'New front to 
wage war', by 

Matthew 
Franklin 

IT IS THE new political battleground. Forget Labor leader Kim Beazley. And forget the Senate, which will 
become a rubber stamp for the Howard Government on July 1, when senators elected last October will take 
their seats and give the federal Coalition an absolute majority.  The new main arena of national politics is 
federal-state relations, with an unfettered Howard Government planning to take on the states across a range 
of issues including industrial relations, the law, road funding and education.  Brace yourself for three years 
of angry clashes between Prime Minister John Howard and his ministers and state premiers, who clearly 
are starting to get the message that they are about to face an unprecedented federal bid to influence their 
activities.  Evidence of the shift poured out of Canberra this week, beginning on Monday when Treasurer 
Peter Costello told The Courier-Mail he wanted to use corporations law as part of his plan to abolish state 
industrial relations commissions.  The Commonwealth already had the power, Costello said, to bring all 
employees of corporations (essentially most employees other than public servants) into the federal 
industrial relations jurisdiction.  Cabinet will discuss several industrial relations reform options on 
Tuesday, starting from the proposition that there is no point in having a two-tiered industrial relations 
system.  The question is not if Howard will deliver major industrial relations reform after July 1, but how 
far it will go and whether state governments will be sidelined.   
 
Also this week, Costello ridiculed the Beattie Government for failing to expand port facilities at central 
Queensland's Dalrymple Bay coal loading terminal off Mackay, which is operating at full capacity while 
dozens of coal freighters line up offshore.  The international market, driven by huge development in China, 
wants more Queensland coal but the lack of extra port capacity means sales and revenue go begging, along 
with jobs and royalties for Queensland taxpayers.  Costello said on Monday that Premier Peter Beattie 
should use this year's $760 million GST windfall to speed up a port expansion, now being delayed by 
disputes between miners and the port operator.  Two days later Costello told Parliament he had given up 
hope on any positive action by Beattie and would meet mining company bosses himself to see how he 
could help, even though ports are a state responsibility. 
 
The battle lines are drawn. State Treasurer Terry Mackenroth rejects Costello's criticism as cheap politics. 
But continued lines of massive freighters are hard to explain away. The Beattie Government's stumbling 
inability to deliver and maintain decent electricity infrastructure tends to back Costello's point.  
Meanwhile, Attorney-General Philip Ruddock said he wanted to standardise national laws on issues like 
sentencing, evidence and parole for federal crimes.  Education Minister Brendan Nelson plans 
standardisation of education systems across the nation and an inquiry into training of teachers.  IN FACT, 
just about every Howard Government minister seems to have a similar agenda.  Deputy Prime Minister 
John Anderson is tying previously promised road funding to industrial reforms of the building industry, 
telling the states in blunt terms: No reform, no money.  Whether it is agriculture, trade, health or just about 
any area of government activity, Howard Government ministers see the next three years as their best 
chance to realign state-federal responsibilities.  Of course, a major realignment would require 
constitutional change and a referendum.  Given the difficulty in having referendums passed in Australia's 
history, no one is proposing such an exercise.  But, as with Costello's possible resort to corporations 
powers in industrial relations, the search is on for other ways to create change. The assumption of Senate 
control on July 1 will open up a whole new vista of opportunity.  Howard's ministers want to eliminate the 
duplication and unnecessary intergovernmental competition that often work against real solutions being 
found to real community problems.  But they also have political motives. Howard ministers speak of being 
tired of progress on important issues being frustrated by politicking by state ministers who want to take the 
credit for all good news and blame the Commonwealth for all bad news.  They believe a realignment of 
responsibilities will reduce their own vulnerability to such attacks.  And they also are aware that picking 
fights with the states will assist state oppositions to break Labor's dominance of all state governments in 
the country.  So the bells are ringing. Beattie has heard them, which might explain his comment this week 
that the states might have to become the de facto Senate.  He knows that a storm is coming. 
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The 
Australian 

28 Feb 2005 

'Howard 
spooks the 
party with 
shades of 

Whitlam', by 
Steve Lewis 

On another parallel issue – the push by an ascendant Howard Government to assume greater 
commonwealth controls over industrial relations, education, health and the GST – there has been 
too little commentary.  ...  And yet a none-too-subtle takeover of states' rights is occurring, spurred 
on by an ascendant PM whose centrist tendencies are drawing comparisons with a well-known 
Labor prime minister from the early 1970s. "The ghost of Gough Whitlam," was the acerbic 
description of Howard by one Liberal figure. And it is causing some nervousness within a Liberal 
Party that has historically been the preserver of states' rights. Within the cabinet, though, there is 
little debate or opposition to Canberra's purge. Perhaps only Finance Minister Nick Minchin, a 
principled federalist, is actively worried about the erosion of states' rights.  
 
The re-election of Geoff Gallop in Western Australia will only spur on Howard and his ministers 
to greater feats of centralisation.  
 
Howard is determined to drive reform across a raft of big-ticket portfolios. He believes the public 
expect Canberra to sort out the inevitable squabbles over the "split" of commonwealth/state 
relations. And with coast-to-coast Labor state and territory administrations, he has precious little to 
lose. As Health Minister Tony Abbott told a Young Liberals' forum in January, the time for being 
sentimental about the states is over, particularly when Bob Carr, Peter Beattie and the rest seem 
"hooked on state socialism". 
 
There has been little public debate about Howard's new federalism. But if the likes of Brandis have 
their say, the imperial court will remain beholden to its servants. For some years to come. 
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Canberra 
Times 

01 Mar 2005 

Editorial: 
'Howard 
nation's 
greatest 
centrist' 

ONE OF the biggest myths in Australian politics is that it is Labor which is unabashedly centrist 
and that it has been the conservative parties which have been states-rightist.  ...  By this 
mythology, of course, the Australian conservative parties are resistant to and suspicious of radical 
change; Labor, by contrast, is the party that is thought to be infected with a new nationalism and 
with the vision of a single market and a united nation.  It's largely nonsense. John Howard has 
never been a federalist, even if he is happy enough to heap the blame on the states for any failures 
that come to mind. Indeed Liberal prime ministers have rarely been states-rightist for a long 
time.  ...  John Howard has always paid lip service to our federal structure where it has suited him, 
but has never shown any sign he believes eight differential ways of treating common problems are 
better than a single direction pushed by Canberra. The only active constraint one sees upon that 
basic impulse is that Howard is usually slow to attach himself to centrist ideas promoted by his 
ministers, preferring to let them sketch out possible Commonwealth ambits and to evaluate the 
public reaction before committing himself one way or the other. It's a standpoint especially 
convenient for a Prime Minister (or a federal Treasurer) with such power over the ultimate purse. 
 
Indeed John Howard's Government is perhaps the most radically centralising in Australian history, 
far more so than the Whitlam government which might be its closest challenger. Brendan Nelson 
is seeking more and more powers over primary and secondary education, while both state and 
federal governments, particularly through federal Health Minister Tony Abbott, have flirted about 
different ways in which the Commonwealth could completely take over public hospitals and 
primary health care from the states. Likewise, Deputy Prime Minister John Anderson has hitched 
his wagon to reform of Australia water rights and public roads systems, each in ways that indicate 
the Commonwealth demands the lead role and would be, frankly, happier to run the whole show 
itself. The biggest frustration faced by John Anderson, who has been slow, patient and generally 
convincing with the rent-seeking lobbies, has been the opposition and opportunism of various 
states. 
 
Successive ministers for industrial relations have made no secret of their desire not only for a 
unitary system of industrial relations in Australia, but, increasingly, for one in which the role of 
third parties, like unions, is completely absent. There is a sense in which the Commonwealth push 
could be described as an open-market approach, by which industrial terms and conditions are 
resolved by free bargain between equals. But it is equally clear that it is motivated by two 
additional agendas, to weaken Labor's industrial and political base and to ensconce in a new post-
industrial settlement in which it is recognised that the majority of today's workers operate in an 
entirely different working environment than that which prevailed in the first 75 years of federation. 
 
The Howard centrist agenda goes well beyond mere functionalism, even as it extends into core 
state areas such as health, education, industry and transport. The Howard agenda involves the 
unabashed use of controversial (if no longer dubious) Commonwealth constitutional powers such 
as those over corporations, national security, defence and external affairs. It seems clear from High 
Court precedent of the 1980s and 1990s, for example, that any piece of Commonwealth legislation 
which begins "a corporation shall" or "a corporation shall not" is lawful within the grant of power 
to the Commonwealth to make laws "with respect to corporations" in the 1901 Australian 
Constitution. 
 
When Lionel Murphy and others began exploiting this power to give the Commonwealth new 
roles, for example, over trade practices in the 1970s, this annexation of power by the 
Commonwealth was widely deplored in Commonwealth circles. All the more so when this, and 
similar potential powers, were developed under the Hawke Labor government in the 1980s. 
 
But the careful student might note that John Howard did not lead the charge about usurpation of 
states' rights. And that same student might note that modern proposals for a single national 
approach to problems hitherto regarded as being in the state area are far more radical than even 
Labor governments proposed in the 1970s, 1980s or 1990s. It is John Howard who is Australia's 
greatest centrist, and the one who has never felt the least need to apologise for it.  All the more so, 
of course, because his operating environment during his reign has seen Labor administrations in 
the states and territories, or, in earlier times, ... some coalition state administrations ... whose 
performance provided little support for the re-election of coalition government in Canberra. 
...  A Labor Party which cannot recognise the radicalism of the Howard agenda, and meet it on its 
own terms, cannot survive. Alas, one of the consequences of the latest upheavals in federal Labor 
is that its chief apparatchiks are creatures of the old structures, unable even to recognise what is 
happening, or, where they do, required by reflex simply to resist rather than reform themselves for 
new realities. 
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Australian 
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p.15 

'Betrayal of 
Menzies', by 
Greg Craven 

...  Historically, it has been the Australian Left that has reviled the Constitution. Most recently, the 
Left has found deeply trying the Constitution's dogged refusal to invest unelected judges with 
absolute power over human rights and it has hurled its anathemas accordingly.  But, long before 
this, Labor and its allies loathed the Constitution on a quite different score. They longed to 
dismantle its clanking federalism and replace it with an efficient centralising apparatus that would 
usher in all forms of marvels, from wage control to price fixing. From Billy Hughes to Gough 
Whitlam, Labor did battle with Australian constitutional federalism. Casualties were heavy on 
both sides but, if Labor gave the states as good as they got, it never quite managed to get the states. 
...  In its casual abandonment of its federalist conservative heritage, the administration of John 
Howard appears to have embarked on the greatest centralisation of power in Australia since World 
War II. Then, at least, inroads on Australia's federal character could be justified as a response to 
the demands of total war.  
 
Consider the fronts on which Howard's troops are moving. Health Minister Tony Abbott would 
like to control hospitals. Howard and Workplace Relations Minister Kevin Andrews wish to 
dismantle state industrial relations sub-systems. Attorney-General Philip Ruddock seems 
determined to impose uniform defamation laws. Education Minister Brendan Nelson, easily the 
most enthusiastic of the power accumulators, wants commonwealth control of universities, a 
national education certificate and commonwealth technical colleges.  
 
In their unadorned determination to exploit power while the going and the Senate is good, many of 
Howard's ministers display no parallels with a Deakin or a Menzies, who reluctantly understood 
that constitutional restraints on the untrammelled exercise of power are a given good, even if – and 
perhaps especially when – they most irritatingly restrain you.  Rather, they closely resemble the 
old leftist social engineers they profess so to despise who, having briefly stormed the citadels of 
power, will brook no inhibition or argument against the full implementation of their program of 
the hour. They are, in short, neither liberals nor conservatives with a respect for balance and 
restraint but merely politicians in the usual self-important hurry towards eventual, inevitable 
replacement by their opponents. 
...  The irony, of course, is that the Howard policycrats eventually will go the way of their Labor 
forerunners.  ...  The Nelsons and the Howards will moan aloud, and talk of balance and 
federalism.  In the meantime, where is anyone who really does believe in such arcane concepts to 
look? Apparently, not to the sullied heirs of Deakin. Perhaps Labor could take some new partners 
for the new millennium? 

7.30 Report 
on ABC TV 
8 Mar 2005 

'Manufacturing 
trades struggle 
with worker 

shortages', by  
Kerry O'Brien, 
interviewing 
Australian 

Industry Group 
chief executive 
Heather Ridout

KERRY O'BRIEN: The Australian Industry Group and its 10,000 manufacturing members are 
bearing much of the brunt of these shortages.  ...  Heather Ridout, there's been a chronic skills 
shortage in what you'd call the traditional manufacturing trades for some years now, hasn't there, 
in which case why are we suddenly discovering that it's at a critical point?  
 
HEATHER RIDOUT, AUSTRALIAN INDUSTRY GROUP: I think through the 90s, especially 
the second half of the 90s when the shortage really started to develop because we weren't training 
enough people, the economy was growing strongly, manufacturing was struggling with tariff 
phase-downs. It was seen as a sunset industry. The providers, schools, everyone, there was a 
systemic bias and devaluing of trades. Parents encouraged their kids not to go into them. Careers 
advisers would take kids to factories and say, "If you don't work hard enough, that's where you'll 
end up." There was a real complacency about the fact that we were not training in those skill-rich 
occupations which are the building blocks of a technology- driven economy. At the same time, we 
were focusing on growing a service economy, Kerry, and expanding our training provision to the 
new service industry, but unfortunately, they're not the ones that make us internationally 
competitive.  
...  KERRY O'BRIEN: Is it too simplistic to say that if governments really had the big picture, 
they'd have seen this coming?  
HEATHER RIDOUT: Well, I think they needed better advisory structures. I think the industrial 
relations system - we have six systems around Australia, six plus if you include a couple of things 
in the territories. In the VET system, we have eight, and I tell you it's like a giant battleship. When 
you want to turn this system around, you run into blockages all over the place. There's not one 
consistency virtually between states, on the employment of apprentices, for example.  
KERRY O'BRIEN: Where should the leadership come from?  
HEATHER RIDOUT: The leadership has tried to come from the Commonwealth. They try to 
impose a set of arrangements on the states. The states rejected that. The states have some 
legitimacy to the state's positions as well, but it really goes back to the fact that we have a 
dysfunctional federal system in this regard and we are paying a big price for it. 
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'Canberra falls 
out of love 

with the 
states', by 
Michelle 
Grattan. 

Isn't everybody sick of Canberra and state politicians shouting at one another? We are stuck with this 
federal system, which is constantly being reshaped but can't be replaced, because we are not willing to 
rewrite the constitution. We all understand that politics involves noise and blame-shifting. But how 
about just playing at being grown-up for a bit? Just briefly. 
...  Meanwhile, the Howard Government is like an army on the march, moving into state territory, a 
process also politically eased by having wall-to-wall Labor governments.  Canberra is pushing into 
state education, but that pales beside its plan to take over industrial relations.  There's everything to be 
said for this centralisation, but it inevitably injects further tension. 
...  it is fellow minister Tony Abbott who periodically sets out the theory for the new centralism that 
has replaced the federalism (old and "new") that Coalition governments used to propound. Abbott, who 
once attacked the Keating government's "centralism", told the Young Liberals in January that 
conservatives were "falling out of love with the states", and pointed to the political reality that "once 
the Commonwealth Government is engaged in any particular area of responsibility, how can it avoid 
the demand to provide leadership?" 
 
Health Minister Abbott is likely soon renew his efforts to try to persuade his colleagues to strike at the 
states in one of the most sensitive political areas, by taking over their hospital systems. Howard 
slapped this down before the election, but it will come back when ministers consider the review of 
health arrangements that the PM set up after the election.  This review, headed by Andrew Podger, a 
former head of the Health Department, and due to report soon, won't make firm recommendations but 
will canvass options for fundamental change. Leaving aside the Commonwealth giving over all 
responsibility for health to the states (which would never happen), expected options include the federal 
takeover of the hospitals; a devolved system in which funds from federal and state governments are 
pooled and hospitals and related health services are run at regional level; and "managed competition", 
where the Government pays health funds to look after non-insured people as well as their members and 
where public and private hospitals compete for patients on an equal footing. 
...  Health will be considered when Howard and the premiers meet mid-year. Is it too much to hope the 
politicians could keep the patients in mind and leave the posturing aside? Probably. 
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'It's time to 
end funding 

fiasco', 
by Ben Ruse 

State-Federal squabbling over money needs to be resolved, and a bold plan like Bob Carr's is worth 
looking at. 
 
Be warned, this column is about one of the dullest issues on the political agenda - funding 
arrangements between the State and Federal governments.  Sorting out State-Federal financial relations 
is the political equivalent of cleaning out the garage: you know it's important but in practice it tends to 
get put off in favour of something more fun.  But the issues do not affect just economists and people 
who read the Constitution for entertainment.  For example, the Australian Medical Association 
believes that $1 billion could be saved each year if inefficiency and overlaps between the two tiers of 
government were abolished. That's a lot of hospital beds. 
 
Add to this mess six different industrial relations systems, different school starting ages and a lack of 
communication between police and social services in different States.  If you were designing a country 
from scratch you would reject the current system out of hand, but Australians are stuck with it, more 
from inertia than anything else.  When Australia's founding fathers drew up the Constitution they 
specified that certain areas would be given to the Federal Government with the rest being left to the 
States.  While some of these areas, such as lighthouse maintenance, have declined in importance since 
1900, others, like running the pension system, have grown enormously.  The incomes of the State 
governments were also overtaken by that of the Federal Government, which managed to persuade the 
States to hand over income tax powers during World War II and then never handed them back.  As a 
result the system has lurched into the 21st century with the States having responsibilities they cannot 
pay for themselves and relying on the Federal Government for help.  This is a prescription for 
inefficiency and puts the States in the position of being permanent beggars to the Federal Government.  
 
The current funding system aims to roughly equalise government funding for all States, taking into 
account the cost of providing services in remote areas.  Although no one would argue that 
schoolchildren in Tasmania should get a worse education than those on the mainland, in practice this 
means penalising the States that are doing well economically. This leads to some grumbling, especially 
from NSW, Victoria and WA.  The introduction of the GST was supposed to put an end to this.  The 
States got a guaranteed income stream, and one which has grown rapidly since it was introduced in 
2000, and were able to scrap some of their own taxes, although not enough of them to satisfy Treasurer 
Peter Costello.  Unfortunately, it has not stopped the squabbling, especially over health. 
 
Health is probably the best example of what's wrong with the current system and its problems are made 
worse by the fact that the costs are increasing faster than inflation and neither the States nor the 
Federal Government want to be stuck paying for the extra costs and both sides are suspicious of the 
other.  As an example, a patient with the flu who goes to a doctor costs the Federal Government while 
a patient who goes to a hospital emergency room costs the State Government.   An elderly patient in a 
hospital bed costs the State Government but a similar patient in a nursing home costs the Federal 
Government.  As a result, the States are continually accusing the Federal Government of trying to shift 
patients into hospitals to avoid paying for them.   
 
Health Minister Tony Abbott has a long-held desire to nationalise the hospital system but this is not 
going to happen in the short term because States will rightly argue they are perfectly capable of 
running hospitals if they are given enough money.  So what's the solution?  Last year, NSW Premier 
Bob Carr made a surprise offer to the Federal Government, saying he would consider a simple trade: 
State governments taking all responsibility for schools, if the Federal Government took responsibility 
for the entire health system.  The advantage of this system would be that responsibilities were made 
clearer - the public would know exactly who was to blame if hospitals were inadequate.  Combined 
with the GST it might also give the States enough independence to finance schools without the help of 
the Commonwealth.  The idea obviously needs fleshing out and one obvious flaw is that health costs 
more than schools and the Federal Government would want to cut State grants accordingly.  
Unfortunately this idea appears to have died and has not been supported by any other State leaders.  It's 
a pity because some kind of bold reform is needed unless you want to be reading these sorts of 
columns at the beginning of the 22nd century. 
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'Federal 
system wastes 

$2.4bn', by 
Mark Davis 

Australian governments could save $2.4 billion a year in public spending by eradicating duplication 
and overlap in their responsibilities for health and education, according to new research on the costs of 
the federal system of government.  Another $1.1 billion could be saved every year if there were radical 
reforms to federal-state responsibilities in areas such as housing and community affairs and public 
order and safety.  The new economic modelling confirms that Australia's federal system which gives 
overlapping powers and responsibilities to national, state and local governments is imposing 
significant costs on the community. 
...  Modelling by University of Canberra researcher Mark Drummond is the first attempt to calculate 
the cost of the division of responsibilities of Australia's different tiers of government compared with 
alternatives such as a unitary national government or shifts of responsibilities between different levels 
of government.  Mr Drummond's research estimates that completely replacing federalism with a 
unitary system of government would save some $13.5 billion a year in 2001 dollars.  Handing over 
responsibility for education to one tier of government would save $1.4 billion a year, according to his 
estimates, and doing the same in the health portfolio would save $1.04 billion a year.  Consolidating 
responsibility for public order and safety and housing and community amenities would produce 
estimated savings of $460 million and $650 million a year respectively.  Mr Drummond said his 
research also suggested reforming federal-state relations could benefit the private sector by cutting the 
cost of handling separate federal and state regulation.  Federalism also added billions of dollars a year 
to total public outlays because of the fixed cost of maintaining several government bureaucracies.  
Extra costs were also generated by the duplication of government effort and the need to spend money 
co-ordinating government activities. 
 
Health and aged care were pressing areas for reform because of the significant divisions between state- 
and territory-run hospitals and emergency services and the commonwealth's responsibilities for 
Medicare and general practitioners, pharmaceutical benefits and aged care.  "The fragmented nature of 
the present [health] system generates problems in accountability, with issues of cost-shifting and buck-
passing as well as cost problems associated with duplications of bureaucracy and regulation and 
potentially deadly delays when state borders impede health-care decisions, especially in emergency 
situations," Mr Drummond said. 
 
Mr Drummond won expert support for his estimates of the savings in health spending.  Professor of 
health policy at La Trobe University Stephen Duckett said the $1 billion estimate sounded 
"reasonable".  "More importantly there are opportunity costs because when there are multiple levels of 
government involved, it makes it more difficult for sensible rationalisation of services and sensible 
planning of services to take place," he said. 
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'Can rural 
shires survive? 

Not at this 
rate', by 
Robyn 

Machin, the 
mayor of 

Strathbogie 
Shire 

Local government has reached breaking point and the rating system is to blame, says ROBYN 
MACHIN   
 
IN A few months' time, Victorian rural councils will again be at loggerheads with ratepayers over 
annual rate increases.  This annual event illustrates the point that property rating is not an 
acceptable form of revenue raising for the funding of local government activities.  Furthermore, 
rural councils cannot possibly increase rates by the amounts required to meet their obligations.  
However, in my view, it goes further than this, as the current wider debate suggests.   
 
A widespread view is that local government rates have had their day, the system is broken and an 
alternative funding source must be applied, in the form of a growth tax.  Some suggest a 
percentage of GST or income tax, so that council income grows as the economy grows, similar to 
the significant increase state and federal governments now receive from taxpayers.  Rates are a 
wealth tax based on property value, not income or on the ability to pay.  In distribution, the benefit 
principle is applied as it is for income tax, where funds are allocated to areas of highest need and 
greatest public value. 
 
The issue of "cost shifting" by other levels of government onto local government was confirmed in 
the recent inquiry by the Federal Government.  We are still awaiting a response from the Federal 
Government about how it will address this issue.  The rating system is the reason local government 
has reached breaking point.  Rates cannot continue to support traditional council responsibilities, 
along with the duties that state governments pass on, without supporting funding.   
 
The Victorian Government has regional population growth targets of 200,000 by 2030.  But is it 
planning the infrastructure that will meet educational, health or transport needs, to support this 
growth?  Funding through rates cannot be support this growth.   
 
Infrastructure decline is obvious when we consider that in 1960, 9 per cent of GDP was spent on 
infrastructure in Australia, compared to only 4 per cent now.  The reality is that it is not possible to 
continue to maintain the 50-year-old rural road network, which once supported 10 times more 
families on farms, nor can it be justified economically.  Now I hear screams of outrage. But 
consider the facts.   
 
Farming is now a low-income multiplier, as farm holdings are consolidated and there is a shift to 
leasing and corporate ventures.  Agricultural employment has declined and agriculture is no longer 
the rural backbone it once was.  Most rural councils spend around 50 per cent of their budget on 
trying to maintain a road network we all know is failing.  Each rural shire ratepayer is required to 
support 200km of roads, compared to just 6km for metro ratepayers.  This is unfair and the burden 
comes at the expense of all other council services. 
 
Strathbogie Shire council has joined with 27 rural and regional councils in Victoria to develop a 
more sustainable model to clearly define responsibility of each level of government and properly 
fund those duties.  It has been identified that there is poor co-ordination of state and federal 
government service delivery, causing waste, duplication and confusion at ground level.  Councils 
are an instrument of the State Government and their activities are guided by the Local Government 
Act.  Municipalities are looking to become more autonomous and take a more community 
responsive role.  It is clearly evident that local governments cannot possibly meet expectations of 
citizens, or the regulations placed upon them by the State Government, through rate revenue.  We 
need to push for change and prepare for change. We want all ratepayers to support their local 
governments through debate and pressure on state governments, to support our changing 
community needs. 
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'All-out tax 
attack on 

Federation', by 
Tim Colebatch

The Liberals were once the party of federalism. Not any more.  ...  John Howard's comment on 
Neil Mitchell's program on Thursday that Australia would be better off without state governments 
is something one could not imagine any Liberal leader saying in the past, or Howard himself 
saying when his side ran seven of the eight states and territories.  For decades, the Liberals have 
been the party of federalism, Labor the party of centralism. Now the roles have reversed, not 
because of any philosophical shift in the Coalition, but because it controls the centre but is shut out 
of the states. 
 
Peter Costello's bullying ultimatum ordering the states to abolish seven financial taxes they had 
pledged to "review" in 2005 is the most dangerous assault the Howard Government has launched 
on states' rights. Yet there's no doubt he will win, because the states remain, in Alfred Deakin's 
famous words, "legally free, but financially bound to the chariot wheels of the central government. 
Their need will be its opportunity." 
 
Canberra has a strong case for a single set of national laws on industrial relations, although the fact 
that it lacks full constitutional authority for them is not a minor quibble. The Howard 
Government's intrusive conditions on state grants are increasingly silly - such as its politically 
correct demand that each school have a functioning flagpole - but matter less. 
 
It is wrong for a federal government to dictate to the states on their own revenue choices.  Its 
attempt to dictate tax policies to the states is the most serious attack on federalism since John 
Curtin used wartime powers to end state income taxes in 1942. It is driven not by principle, or 
utility, but by sheer opportunism. Yet it sets a precedent that, if it succeeds, will never be undone. 
It can and will be used by future federal Labor governments to dictate tax policies to Coalition 
governments in the states. 

Sydney 
Morning 
Herald 

(breaking 
news reported 

online) 
11 Apr 2005 

 

'PM unveils 
federal 

integration 
plans' 

Industrial legislation to protect most workers and the creation of federally-funded technical 
colleges are key parts of Prime Minister John Howard's plan to integrate Australia's federal 
structure.  Mr Howard said the moves were close to finalisation and denied they flew in the face of 
the Liberal Party's traditional antipathy towards centralised government. 
...  The prime minister's speech corresponded with a warning from Treasurer Peter Costello that 
companies could be hit by new fees and regulations if states went through with a threat to return to 
state-based control of corporations law.  With Mr Howard holding out for cooperation from the 
states and Mr Costello warning of the consequences if they went it alone, a broader picture also 
emerged of the federal government's centralisation plans. 
 
Mr Howard said the current system of 2,300 federal and 1,700 state awards which overlapped was 
too complex, costly and inefficient.  "Our preference is for a single system to be agreed between 
the commonwealth and the states as was the case with Victoria's referral of power in 1996," Mr 
Howard said.  "I repeat: our preference is for cooperation.  "But, in the absence of referrals by the 
states, the government will do what it reasonably can to move towards a more streamlined, unified 
and efficient system.  "We are considering a package of reforms based on the corporations power 
that will bring roughly 85-90 per cent of employees into a national workplace relations system.  "If 
that is the case, the likelihood is that in the years ahead an increasing number of states will decide 
to refer their remaining powers to the Commonwealth." 
...  He rejected claims he had rejected Liberal party heritage by moving towards centralised 
government, declaring that Australia's federal structure would remain.  "There has been some 
commentary ... that my government has discarded its political inheritance in a rush toward 
centralism," he said.  "These fears of a new centralism rest on a complete misunderstanding of the 
government's thinking and reform direction.  "Our goal is to expand individual choice, freedom 
and opportunity, not to expand the reach of central government."  ...  "This government's approach 
to our federation is quite simple," he said.  "Our ideal position is that the states should meet their 
responsibilities and we will meet ours.  "But I have never been one to genuflect uncritically at the 
altar of states' rights.  "Our federation should be about better lives for people, not quiet lives for 
governments." 
...  his government would push a cultural shift in the area of tractional trades through the creation 
of federally-funded Australian technical colleges in 24 centres around the country.  He said the 
new training system would be linked to the proposed changes to industrial relations legislation.  "A 
single unified and flexible system of industrial law will help deliver a more market-oriented 
training system," he said. 
 
In his warning to the Labor state governments, Mr Costello said that unless they scrapped a raft of 
business taxes he would unilaterally change the carve-up of the $35 billion GST revenue. 
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'Spirit of 
Menzies' 
liberalism 
tradition 

remains', by 
Prime 

Minister John 
Howard 

 
(this is an 

edited extract 
from the 

Prime 
Minister's 

address to the 
Menzies 
Research 
Centre in 

Melbourne on 
the night of 11 

Apr 05) 

...  the desire to have a more national system of industrial relations is driven by our wish that as 
many businesses and employees as possible have the freedom, flexibility and individual choice 
that is characteristic of the Liberal Party's workplace relations philosophy. This can be achieved 
only by removing the dead weight of Labor's highly regulated state industrial relations systems.  
The goal is to free the individual, not to trample on the states.  
 
We have no desire to take over functions that are being properly discharged by states and 
territories.  ...  But nor will we shirk our responsibility to seek the best possible outcomes for the 
nation and to extend Australia's economic prosperity in the 21st century.  
 
I am, first and last, an Australian nationalist. When I think about all this country is and everything 
it can become, I have little time for state parochialism. This Government's approach to our 
Federation is quite simple. Our ideal position is that the states should meet their responsibilities 
and we will meet ours. And our first impulse is to seek co-operation with states and territories on 
national challenges where there is overlapping responsibility. But I have never been one to 
genuflect uncritically at the altar of states' rights. Our Federation should be about better lives for 
people, not quiet lives for governments.  
 
Australian liberalism has always been an optimistic creed. It values freedom and initiative over 
compulsion and conformity. It is a philosophy with a timeless quality in a world of constant 
change. Part of that change is a greater focus by the Australian people on ties to nation and to local 
community, and less on traditional state loyalties. Australians are a non-ideological, pragmatic and 
empirical people. They want governments to deliver outcomes, not make excuses. They want 
governments that take responsibility, not states of denial.  
...  This Government recognises that dispersal of power is basic to our philosophy. But so is 
leaning against an over-governed Australia - something that can become all too apparent in a 
federal system with eight Labor governments. 

The 
Australian 

12 Apr 2005 

'John Howard, 
son of Gough', 

by Jeffrey 
Phillips (a 

Sydney 
barrister 

specialising in 
industrial 
relations) 

IT must be enough to make an old centralist such as Gough Whitlam blush as he watches the way 
John Howard and his ministers are behaving. Indeed, it was only last week when Labor's colossus 
claimed vindication, saying: "Under John Howard the Liberal Party has ceased to be a states rights 
party." And the PM's address on federalism to the Menzies Institute last night did nothing to allay 
concerns of a new centralism. 
 
As Howard gets down to business for his fourth term, his Government's proposals to increase 
federal power at the expense of the states are piling up. One day it is Treasurer Peter Costello 
warning the states that he will deny them proceeds of the GST unless they cut their taxes. Another 
day it is Attorney-General Philip Ruddock using another form of political blackmail as he tells the 
states he will impose new defamation laws on them unless they bring theirs into line with his 
preferred model. Then there are proposals in the works, based on advice from a special Howard 
taskforce, to impose a federal takeover of health by taking control of state hospitals and directly 
funding regional health services.  It is the Howard Government's plan to introduce a single national 
industrial relations system, however, that is the most glaring example of its emerging centralist 
tendencies. 
 
With industrial relations, the historical balance of power has been a hallmark of the system since 
Federation in 1901. Howard's proposal to usurp the states' industrial awards and unfair dismissal 
laws, leading to the abolition of state industrial relations commissions, would dramatically upset 
that balance. 
...  The state tribunals, which operate parallel to the nationally based Australian Industrial 
Relations Commission, owe their existence to the original constitutional limits imposed on the 
federal parliament. Constitutionally, the parliament was limited to legislating on industrial 
relations only where inter-state industrial disputes were concerned.  But in recent times the federal 
government, starting with Labor under Paul Keating in 1993, has recognised the constitutional 
gaps in the arbitration power and used the external affairs power or, increasingly, the corporations 
power to extend its legal and political reach.  
...  With the profound changes in the High Court's composition since that time, any suggestion that 
the use of the corporations power to completely take over the industrial relations system is a fait 
accompli would appear to be, on its face, somewhat hopeful.  Imagine the furore in non-Labor 
circles if such a proposal had come from the Labor Party. Who could have believed that Howard 
would demonstrate such Whitlamite tendencies? 
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'Old flaws in 
federalism rise 

again', by 
George 

Williams 
(the Anthony 

Mason 
Professor and 
director of the 

Gilbert and 
Tobin Centre 
of Public Law 

at the 
University of 

NSW) 
 

Australian federalism has been dysfunctional for a long time. Recent disputes over GST revenue, a 
national industrial relations law and state referrals of power are just the latest examples of deep-
seated problems.  These can be traced back to when the constitution came into force in 1901 when 
Alfred Deakin, Australia's second prime minister, predicted that the states would find themselves 
"legally free, but financially bound to the chariot wheels of the central government". 
 
This is the position today due to High Court decisions and Commonwealth encroachment on what 
had been areas of state control. As a result, the states find themselves dependent upon federal 
revenue to run even their most basic services such as hospitals and schools.  This makes the 
dispute over the distribution of GST revenue a high-stakes game for the states.  If they are unable 
to come to a new agreement with the Treasurer, Peter Costello, such as by removing further state 
taxes, they risk losing some or all of the money upon which they depend. 
 
Unfortunately for the states, their bargaining position is weak. The GST is a federal tax and it is 
possible for the Commonwealth to withhold the money or to pass on the revenue under different 
conditions. The states could take the matter to the High Court, but its earlier decisions clearly state 
it is up to the Commonwealth to determine the terms and conditions upon which it makes the 
grant. 
 
What must be of great concern to the states is that, at the same time as the Commonwealth is 
discussing the GST revenue, there are also signs that it is thinking of expanding its involvement in 
some areas that have traditionally been their domain.  These include the hospital system, education 
and even a national industrial relations law that would override the existing state systems. It is 
possible that the Commonwealth might retain part of the GST revenue to fund its programs in 
these areas. 
 
In the battle for revenue and control over important areas of policy, the states hold few cards. The 
best they may have is the political argument that depriving them of GST funding will affect the 
basic services upon which Australians depend.  However, the Commonwealth might counter by 
arguing that services would not be affected as they would simply be provided by Commonwealth 
and not state agencies.  There is, however, one area in which the Commonwealth does rely on the 
states. The states have referred power to the Commonwealth to ensure that it has the power to 
enact key national laws. Without such power, the coverage of these laws would be incomplete, 
leading to confusion and extra cost.  Recent referrals include giving the Commonwealth power 
over de facto relationships and terrorism offences. The referral most likely to be contentious is that 
by the states over corporations law. 
 
In 1999 and 2000 High Court decisions led to instability, problems with enforcement and a lack of 
confidence in the previous corporations law, which covered the creation and regulation of 
companies across Australia. It is generally accepted that Australia needs a national law on this 
topic.  The states recognised this and in 2001 referred power to the Commonwealth. However, 
they did so in a way that will cease after five years. Then, unless the states renew the grant of 
power, the uncertainty that plagued corporations law in Australia will return and business will 
suffer. 
 
Unfortunately for the Commonwealth, it will be seeking a further referral of this power at the same 
time as a new deal on GST revenues and a national industrial relations law. 
 
While federalism has its supporters, even they would now recognise that the system does not work 
as it should. It is a source of constant dispute about the provision of even the most basic services 
and enables buck passing and duplication that is neither efficient nor in the best interests of the 
community.  This is not to say that federalism could or should be abandoned. But, at the very least, 
we should take a step back and recognise some of the underlying problems rather than continuing 
to debate the issues in a piecemeal fashion. 
 
The Commonwealth, the states and the people they serve should come together to identify the 
problems in how we are governed and work out some longer-term solutions.  We need to develop 
a new deal for Australian federalism. 
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The 
Australian 

12 Apr 2005 
p. 1 

'PM's threat to 
states: stop the 

rot', by 
Samantha 

Maiden and 
Dennis 

Shanahan 

JOHN Howard pledged last night to take the federal Government into new roles in areas such as 
industrial relations and education as part of a more centralist approach to federal-state relations.  
The Prime Minister's vow to step in to improve services where the states were failing coincided 
with a threat to slash education funding to the states if they refused to back a Coalition plan for 
federal control of vocational training.  
 
As ministers prepare to meet on Friday to nut out a new vocational training plan, Mr Howard used 
the TAFE changes to highlight the commonwealth's readiness to act in spite of the states.  "For 
some this is yet another terrible incursion into states' rights. In reality, it is the federal Government 
stepping in where eight different state systems are failing to deliver what the nation needs," he 
said. 
 
In an atmosphere of rising tension between the eight Labor-run states and territories and the 
federal Coalition over finances, the Prime Minister last night called for an end to "blame shifting" 
and "buck passing" and for essential reforms for the 21st century.  Mr Howard nominated 
industrial relations as an area in which the federal Government would force change; defended 
direct funding of training colleges; and called for co-operation on water management and 
indigenous issues.  But he ruled out a federal takeover of state public hospitals, rebuffing his own 
Health Minister, Tony Abbott.  "We have no desire to take over functions that are being properly 
discharged by the states and territories," Mr Howard told the Menzies Research Centre in 
Melbourne last night. "But nor will we shirk our responsibility to seek the best possible outcomes 
for the nation and to extend Australia's economic prosperity in the 21st century."  
 
As the Coalition fights the states over GST funding, cutting state taxes, business regulation and 
direct federal intervention in education, Mr Howard said Australians were "a non-ideological, 
pragmatic and empirical people" who wanted "governments that deliver outcomes, not make 
excuses".  "They want governments that take responsibility, not states of denial," he said.  "My 
Government stands ready to co-operate with the states and territories on Australia's great reform 
challenges. We will continue to err on the side of co-operation.  "But while ever the states fail to 
meet their core responsibilities there will be inevitable tensions in our federal system. With the 
GST, the states no longer have an alibi." 
...  Dismissing state governments' "benign decentralist tendencies" as a myth, the Prime Minister 
said his Government's GST funding gave the states the greatest financial freedom they ever had 
and called on them to cut taxes.  He also said the overlapping industrial relations system, with 
2300 federal and 1700 state awards, had to be reformed to allow companies to compete on a global 
stage, and the Coalition preferred co-operation.  But he said if the states did not co-operate on 
industrial relations reform, "the (federal) Government will do what it reasonably can to move 
towards a more streamlined, unified and efficient system" when it had a Senate majority after July 
1. 
...  He also defended plans, announced at the October election, to directly fund 24 training 
colleges, as an example of the federal Government stepping in where the states had failed to 
deliver.  It came as The Australian obtained details of the deal that warns funding for state training 
will be linked to quality benchmarks, industrial relations reform and reporting standards. 

The 
Australian 

12 Apr 2005 

Editorial: 
'Federalism 
that works' 

Although children move across the country every year, we do not have a single set of school 
qualifications. We have state-based hospital systems, despite the fact that health policy and 
funding is controlled from Canberra. We lack a comprehensive national infrastructure strategy to 
support our export industries. And the existing situation where states can run their own industrial 
relations system is a ludicrous imposition on national employers.  
 
Ending the present porridge of state and federal responsibilities is essential if we are to kick-start 
the flagging reform process. This does not mean surrendering all power to the national 
Government. But it does require Canberra and the states to stop squabbling and decide which 
government services can best be provided at what tier of government – and for the other to butt-
out. Last night the Prime Minister made the case for a national approach in water management, 
industrial relations, and for incremental reforms involving Canberra and the states in health and 
vocational education.  ...  The prospect of Canberra taking on a policy role in technical education is 
a specially sensible step, given the way training is now fragmented among the states. But last year 
the Productivity Commission identified infrastructure and health services as key reform areas and 
they are the ones which the federal Government should vigorously pursue. Mr Howard says his 
goal is to "free the individual, not to trample the states". 
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    'I'm not a 
bully, says 

PM', by 
Phillip Coorey

THE Federal Government did not want to stampede states' rights but rather wants to simplify life 
for people frustrated and angry at blame shifting and duplication, Prime Minister John Howard 
said yesterday.  In a speech on federalism in Melbourne, Mr Howard said some areas of policy 
should be nationalised to make life easier.  "I am, first and last, an Australian nationalist. When I 
think about all this country is and everything it can become, I have little time for state 
parochialism," he said.  State-federal relations are at a nadir at the moment with Canberra pushing 
the states to cut taxes in return for GST revenue.  The Commonwealth is also planning to abolish 
state awards for a single, national industrial relations system, and there have been overtures about 
taking some health care responsibility away from the states.  Mr Howard said he did not want to 
take over running public hospitals because a centralised health bureaucracy would disadvantage 
local hospitals and their communities. But he wanted to raise with the premiers aged care, 
disability and hospice services.  Mr Howard said he was not one "to genuflect uncritically at the 
altar of states' rights".  "Our federation should be about better lives for people, not quiet lives for 
governments," he said.  The greatest source of frustration was "the underwhelming performance of 
state governments" since the GST was introduced.  "While ever the states fail to meet their core 
responsibilities, there will be inevitable tensions in our federal system. With the GST, the states no 
longer have an alibi," he said. 

Sydney 
morning 
Herald 

12 Apr 2005 

'PM's federal 
vision for 

'inept' states', 
by Misha 
Schubert 

(with Farrah 
Tomazin) 

 
 

Prime Minister John Howard has made an aggressive case for more federal power in major policy 
areas, arguing state incompetence is forcing him to reshape federalism to ensure choice and 
freedom for Australians.  But the Prime Minister insisted his goal was ultimately to disperse power 
to individuals, rather than have it wielded by central government. 
 
Justifying federal intervention in state responsibilities, he attacked the "dead weight" of highly 
regulated state industrial relations systems and said state TAFE colleges were "failing to deliver 
what the nation needs".  "For some, this is a terrible incursion into states' rights," he said. "In 
reality, it is the Federal Government stepping in where eight different state systems are failing to 
deliver what the nation needs."  But he ruled out a federal takeover of public hospitals, which 
would not be better run by a "distant bureaucracy". 
...  Addressing the Menzies Research Centre at the Liberal Party's Melbourne headquarters last 
night, Mr Howard said he was prepared to step in where the states had failed. He said his 
responsibility was to ensure the best outcomes, not preserve the present split of powers. 
 
While water policy and indigenous policy were examples of co-operative federalism, in other areas 
"the existing structure of federal-state responsibilities has run its course".  ...  "The goal is to free 
the individual - not trample on the states," he said. "But I have never been one to genuflect 
uncritically at the altar of states' rights. Our federation should be about better lives for people, not 
quiet lives for governments." 
 
On industrial relations, Mr Howard said he had watched the states "gum up" workplaces with 
regulation in recent years, ensuring his push was not an "embrace of radical centralism" - but a 
commonsense approach. "This is not about empowering Canberra, it is about liberating workplaces 
from Colac to Cooktown," he said. 
...  in Victoria, Mr Bracks said abandoning the shared powers, due for renewal this year, would 
hurt Victoria's business community and its international investment prospects. "My preliminary 
view is that we should be co-operating," he said. "And I believe that we should be co-operating in 
the nation's interest in securing the appropriate revenue base at a state and federal level, and also 
making sure we deliver good services. I think to turn back corporations law would be a difficulty. 
It would be a difficulty for the business community more broadly and our investment prospects 
internationally." 
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Sydney 
Morning 
Herald 
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Editorial: 'IR 
starting point, 
not the finish 

line' 

While holding the GST gun to the head of NSW is hardly consistent with John Howard's pledge to 
co-operative federalism, it does not diminish the central issue of the Prime Minister's ground-
marking speech on Monday questioning the relevance of a government structure designed in the 
19th century to challenges of the 21st century. His was a timely focus on limitations of the division 
of powers and responsibilities between the government he runs and those of states and territories. 
 
As Mr Howard says, but too infrequently practises, prosperity depends on continuous reform. Too 
often, however, necessary change has been stymied or strangled by inter-jurisdictional bickering 
precipitated by points scoring, blame-shifting and a fierce, irrational resistance by states to 
important and sensible efforts to harmonise rules and services across state boundaries. The 
consequence has been a governmental mish-mash, characterised at its extreme by (thankfully 
reformed) incompatible rail gauges. 
 
State-based agencies regulating different industrial relations systems is hardly more sensible. The 
result is business struggling in a multi-layered welter of red tape and inflexibility, stifling 
productivity gain and individual choice. Clearly, the nation would benefit from a single system and 
clearly, it is best achieved through federal-state co-operation of the sort pioneered by Jeff Kennett's 
referral of Victoria's industrial relations powers to the Federal Government in 1996 and the 
continuing endorsement of that move by his Labor successor, Steve Bracks. In NSW, the 
Opposition Leader, John Brogden, has drawn a key battleline with the Carr Government by 
pledging to hand this state's industrial relations control to Canberra if elected in 2007. Mr Brogden 
got this priority right; now the Howard Government must get the details right. 
 
Mr Howard's chances of comprehensive reform, unfortunately, are diminished so long as he cherry 
picks those state responsibilities that suit him but turns his back on those that would suit the 
nation. Mr Howard pinpoints the "underwhelming performance" of states as the key source of 
discontent with the federal system but shows great reluctance to embrace responsibility for two 
state functions scoring poor report cards - public hospitals and education. That is as much because 
of the financial costs of the Federal Government taking on board these duties as Mr Howard's 
insistence that Australia's hospitals and schools are "among the best in the world". Demand for 
hospital services, and their inexhaustible escalation in cost, is the key reason why any GST 
windfall is quickly absorbed. Any move that lessens duplication and clears bottlenecks between 
state and federal health responsibilities deserves fuller consideration. 

The 
Australian 

15 Apr 2005 

'End feud with
states, 

Canberra told', 
by Katharine 
Murphy and 

Andrew West

THE nation's chief economic reform adviser has urged the Howard Government to embrace a new 
era of co-operation with the states to help fix a slew of growing problems in areas such as 
electricity and health delivery. 
 
At the same time as Treasurer Peter Costello has bludgeoned the states to cut business taxes in 
exchange for the GST, the Productivity Commission has pointed the finger squarely at Canberra, 
urging the commonwealth to pick up the game on reform.  At stake is the chance to provide better 
health and education, a cleaner environment, and a $12billion boost to economic performance. 
Through increased competition, it says, major economic gains could also still be made in freight 
transport and the provision of electricity. 
...  The commission says competition policy needs to be revitalised to provide "national co-
ordination to raise productivity and improve sustainability" -- rather than collapse into an 
enervating political confrontation between Canberra and the states.  
 
In the original field of reforms, such as energy and gas, too many consumers are still unable to 
choose between suppliers. New regulations may be needed to ensure companies do not own both 
power generators and transmission businesses in the same market.  
 
It says there should be a comprehensive review of the regulatory environment governing Telstra, 
including the deal with the Foxtel pay-tv network, before it is fully privatised -- a recommendation 
that will win strong support from the National Party but a mixed reaction in the Howard cabinet.  
 
But the new challenges are health, vocational training and management of natural resources, which 
will require smart solutions, the report says.  
 
In health, co-ordinating rather than duplicating services is essential. 
...  The review follows concern from business that the current round of brawling within the 
federation has descended into a political slanging match which could derail important policy 
changes needed to sustain prosperity. 
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'Lack of 
investment in 
infrastructure 
putting brake 
on growth', by 

Mark 
Metherell 

Economic development is being blocked by a $25 billion backlog of infrastructure investment to 
upgrade water, energy and land transport, the Committee for Economic Development of Australia 
says.  The committee, a business think tank, blames federal and state governments for stripping 
money from the public investment required to meet future development. The committee says much 
of the nation's infrastructure is at a crossroads after two decades of underinvestment. 
...  It said government spending policies and "vexatious Commonwealth-state financial relations, 
and political considerations" presented "an apparently insurmountable obstacle to overcoming the 
backlog in Australia's infrastructure". 
...  The Business Council of Australia endorsed the committee's report and called for state and 
federal governments to unite in a more constructive way.  The council's chief executive, Katie 
Lahey, said getting the right signals for private investment could only be done "by removing the 
myriad of obstacles and barriers to investment and planning that exist because of the lack of 
overall co-ordination between the Commonwealth and the states". 

Australian 
Financial 

Review 
15 April 2005 

'Liberals 
united on 
GST', by 

Allesandra 
Fabro and 

Marcus Priest

The states' Liberal opposition leaders say they would happily cede industrial relations powers to 
the federal government and cut a deal on the GST.  "[Unified industrial relations] is in the national 
interest you simply can't have different practices in different states . . . when you've got businesses 
trying to operate across borders," said Queensland Liberals leader Bob Quinn.  The Victorian, 
NSW and ACT opposition leaders agreed.  Victorian Opposition Leader Robert Doyle has also 
pledged to comply with demands from federal Treasurer Peter Costello to abolish business taxes 
under a review of the GST deal.  The pledges show winning state elections could be the only way 
for the coalition to avoid a bruising battle over its IR and GST plans.  At a private meeting of 
coalition MPs last month, Prime Minister John Howard lamented the Liberals' loss in the West 
Australian election in February.  "It was our best chance," he told his backbenchers. "This 
probably means we aren't going to have any Liberal state governments at the time we fight the 
next federal election."  Meanwhile, Labor state governments are taking advice on whether they can 
mount a High Court challenge to any federal legislation overriding their state IR laws, while 
UnionsNSW has asked former NSW Supreme Court judge Jeff Shaw to organise a High Court 
move.  The WA and Tasmanian opposition leaders said they would welcome details of any federal 
government proposals.  WA Opposition Leader Matt Birney said he was very keen to discuss 
proposals "in any area that has traditionally been managed by state governments", despite an 
undertaking by former opposition leader Colin Barnett before the state election that there would be 
no referral of IR power.  There was less enthusiasm about sensitive voter areas like health and 
education, although all said duplication in service provision had to be removed.  "Things required 
day to day are best delivered locally," said ACT Opposition Leader Brendan Smyth.   
"Tax, trade, transport should be controlled by the federal government, but things like health 
education and policing should be supplied at the local level."  Victoria's Mr Doyle said giving back 
powers would run both ways.  "We would also expect the commonwealth to remove some of the 
bureaucratic duplication which exists in areas like health and education, and where the federal 
government has no role in service provision."  Queensland's Mr Quinn said health and education 
arrangements needed to be more co-operative.  "The level of duplication is costing all Australians 
dearly. It requires everyone to sit down and talk through these issues."  And the ACT's Mr Smyth 
said: "It's about time we looked at the whole system. I think we should have only two levels of 
governments, federal and regional. That's what we've done here and we've done very well." 
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'A fair cut of 
the cake', by 
Matt Wade 

Australia is one of 25 national federations scattered across the world, but one thing really sets it 
apart: who collects the money. The Federal Government gathers more than 80 per cent of all tax 
revenue, even though the constitution assigns the states primary responsibility for important social 
services, especially health, education, and law and order.  This means the states have to rely heavily 
on federal money to do their job, and it's given birth to one of the economic lexicon's most 
impenetrable terms: vertical fiscal imbalance. 
...  when it comes to the GST, Carr has a powerful counter argument because of the huge subsidy 
that flows from NSW to other states every year. He says John Howard is collecting $13 billion in 
GST from NSW but giving back only $10 billion, and now he wants to take even more revenue 
away from the state. "Not even Gough Whitlam, who had a reputation as a centralist, treated the 
states like that."  The GST subsidies flowing out of NSW are a result of the ugly twins of vertical 
fiscal imbalance and horizontal fiscal equalisation.  This equalisation system, determined by the 
Commonwealth Grants Commission, makes the big states - NSW and Victoria - subsidise the others 
in an attempt to give all the states the capacity to provide an equivalent level of services.  But Carr 
says it's gone too far. He says Queensland, which receives GST revenue raised in NSW, can afford 
to give motorists in that state an eight-cents-a-litre rebate on petrol. 
 
While the GST may be an improvement on the taxes it replaced, it has also made vertical fiscal 
imbalance worse by handing over even more of Australia's total tax revenue to the Federal 
Government. Should the states agree to Costello's tax reform proposal, the imbalance will get bigger 
still. 
...  The NSW Treasurer, Andrew Refshauge, says the Howard Government has gradually used its 
financial power over the states to shape state policies. "The Federal Government has been ... micro-
managing states' responsibilities, using small amounts of money to shape whole systems according 
to their own ideology rather than for better outcomes." 
...  The Howard Government's plan to create a single national industrial relations system has also 
angered the states. Queensland and Western Australian have even canvassed the idea of 
withdrawing permission for the Federal Government to exercise corporations powers, which gives 
Australia a unified system of corporate laws.  Howard added to the rancour when he used a speech 
on Monday, entitled "Reflections on Australian Federalism", to scold the states for an 
"underwhelming" performance. "I have never been one to genuflect uncritically at the altar of states' 
rights. Our federation should be about better lives for people, not quiet lives for governments." 
 
The tensions in the Australian federation have been exacerbated by the fact eight Labor state and 
territory governments are pitted against an entrenched federal Coalition Government about to 
assume control of the Senate.  But the bitter conflicts have underscored the dysfunctional nature of 
federal-state financial relations and triggered calls for reform. 
...  A leading tax expert, Access Economics consultant Geoff Carmody, says anyone who thinks the 
ritual Commonwealth-state argy-bargy over cash is just a zero-sum game is making a big mistake. 
He says it is "an increasingly negative sum game" in terms of adequate, cost-effective service 
delivery. 
 
The Commonwealth's domination of taxation and its use of conditional grants has also meant 
virtually all state activities have become joint responsibilities.  Economists argue that the resulting 
overlap of responsibilities and a lack of effective co-ordination is creating huge inefficiencies.  They 
also warn that state governments have become less concerned about Australia's overall economic 
performance. 

Courier-Mail 
21 May 2005 

p. 32 

'Central: all 
change, 

please', by 
David 

Solomon 

John Howard is the umpteenth Australian Prime Minister to produce a new federalism plan, but the 
first to abandon the federal ideal, writes David Solomon   
 
THE Prime Minister's push to control Australian ports is the latest policy area in which the 
Commonwealth is seeking to take control of areas formerly the responsibility of the states.  This 
move, together with the increasing amount of federal government money allocated to the states 
which is "tied" for specific purposes, is leading many to claim John Howard is a committed 
centralist, in contradiction of the stated Liberal Party policy in support of federalism.  Gough 
Whitlam, the Labor prime minister who was accused of wanting to destroy the power of the states, 
admitted to being a centralist but proclaimed his government (1972-1975) was as much regionalist 
as centralist. It aimed to strengthen regional autonomy and as leader of the ALP in 1969, he 
succeeded in removing from the ALP's platform its promise to give the federal parliament unlimited 
powers. 
 
The Liberal Party, however, has resolutely defended the federal ideal. Its current federal platform 
asserts its support for federalism, and states: "While some tasks of government are best performed 
nationally, many responsibilities are better carried out by other spheres of government."  It goes on 
to say that responsibilities should be divided according to federal principles, "without the 
Commonwealth taking advantage of powers it has acquired other than by referendum". See 
breakout.  Despite the clarity of Liberal policy, Howard takes a radically different view. In his 
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Menzies Research Centre speech last month, he dealt directly with "commentary of late that my 
Government has discarded its . . . inheritance in a rush towards centralism".  Ironically," he said, 
"this charge has arisen just as the Commonwealth is being urged by many people to assume more 
and more responsibilities, especially in areas of economic and social infrastructure traditionally 
owned and run by the states.  ...  "The desire to have a more national system of industrial relations is 
driven by our wish that as many businesses and employees as possible have the freedom, flexibility 
and individual choice which is characteristic of the Government's philosophy in workplace relations. 
And this can only be achieved at present by removing the dead weight of Labor's highly regulated 
state industrial relations systems.  ...  In his speech, Howard said he was "first and last, an Australian 
nationalist" and declared he had very little time for what he described as "vestiges of state 
parochialism".  "This Government's approach to our federation is quite simple. Our ideal position is 
that the states should meet their responsibilities and we will meet ours. And our first impulse is to 
seek co-operation with states and territories on national challenges where there is overlapping 
responsibility. But I have never been one to genuflect uncritically at the altar of states' rights."  
Howard said he believed that in the past 20 years there had been a greater focus by the Australian 
people on ties to nation and to their local community, and less on traditional state loyalties.   
 
He said against the backdrop of "the nationalisation of our economy and our society there is 
understandable frustration, even anger, among the Australian people at what they see as the constant 
buck-passing in our federal system and a failure to achieve uniformity when that uniformity will 
deliver obvious benefits.  "Too often we talk about cost-shifting. All Australians hear is blame-
shifting. As societies change and attitudes change, so there are inevitable pressures on political 
structures and parties to change as well.  "Like other Liberals, I am a strong constitutionalist. The 
dispersal of power that a federal system promotes, together with its potential, and I stress potential, 
to deliver services closer to people's needs, are threads of our political inheritance that I have always 
valued . . . The trouble is that, in practice, there is often less to these arguments than meets the 
eye."  ...  Howard declared there were some areas where he believed "the existing structure of 
federal-state responsibilities has run its course".  He specifically nominated industrial relations and 
said a "single set of national laws on industrial relations is an idea whose time has come".  In health 
and education he said he favoured "incremental change". He did not favour taking over public 
hospitals from the states but foreshadowed moves on health, age and disability.  Other ministers 
have asserted the need for the national government to play a more assertive role.  Last year Health 
Minister Tony Abbott published a chapter in a book called Restructuring Australia in which he 
argued that the Commonwealth should robustly exercise the powers it has. "Federal governments 
will try to put their policies into place, as far as they constitutionally can, because that is what 
people who voted for them have a right to expect.  "A century after Federation, Australians' 
governmental loyalties lie with the nation, rather than the state."  However, the real indication of 
how far the Howard Government has moved to centralise government power emerges not from what 
it has said about its philosophy but from the actions it has taken and is planning.  Professor Ken 
Wiltshire, Professor of Public Administration at the University of Queensland Business School, says 
the Howard Government is changing its whole ideology. He says conditional funds provided by 
Canberra to the states have had more and more conditions attached to them in a manner that makes 
the Whitlam government pale by comparison.  "The Commonwealth has sought to exert control in 
many areas which, under the Australian Constitution, are state government powers," he says.  
"These include the health system and public hospitals in particular; in schools -- literacy and 
numeracy, assessment, teacher training and curriculum; in vocational education and training with 
the establishment of new Commonwealth colleges and the abolition of the Australian National 
Training Authority, which as a joint Commonwealth-state body gave the states (which provide the 
majority of VET funding) some leverage; and universities where more Commonwealth powers have 
been mooted."  He also refers to the takeover of industrial relations and the abolition of competition 
payments and the biggest initiative of Treasurer Peter Costello, the threat to attach conditions to 
GST funding if the states don't abolish some taxes on business.   
...  Liberal Party policy   
* Australian federalism reflects the fact that, while some tasks of government are best performed 
nationally, many responsibilities are better carried out by other spheres of government. Liberals 
strongly support federalism.   
* Federalism, including the territories and local governments established under state legislation, 
takes government closer to local people, creating higher levels of democratic participation and 
government more closely reflecting the people's wishes and regional needs.   
* Federalism reduces the chance of laws appropriate only to one area being imposed on another.   
* Federalism allows for policy experiments, so that governments can learn from each other's 
successes and failures and can compete with each other for citizens and business by offering the best
possible policy frameworks. 
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Editorial: 
Once again, 

the times they 
are a-changin'

... while Australia had been showing symptoms of reform fatigue, the slowing of the economy 
appears to have been a wake-up call. In a highly competitive world, we need to keep swimming or 
we'll sink like a stone, especially as our older population grows and the workforce shrinks. And 
while we won't speak too soon, for the wheel's most definitely still in spin, there seems to be a 
gathering consciousness that treading water is not an option. 
...  last week, we got wind of a set of changes to workplace laws that will shake the windows and 
rattle the walls of our factories and offices. By releasing small business, the engine-room of the 
economy, from burdensome anti-dismissal rules, the new laws will create jobs and bring hope to the 
long-term unemployed. The reforms will get rid of five irrelevant state-based industrial tribunals, 
while making it harder for the national industrial court, and unions, to get in the way of workers and 
bosses who wish to bargain directly with each other. These changes will complete the work of the 
Hawke government, which introduced enterprise bargaining in the 80s, and of the first Howard 
Government, which in the mid-90s streamlined awards and introduced a more flexible workplace 
bargaining system. The cult of arbitration, a pillar of what Paul Kelly defined as the "Australian 
settlement" of the early 20th century, is being challenged at last.  
...  A major infrastructure report by the Business Council of Australia, and speaker after speaker at 
the Sustaining Prosperity conference co-sponsored by The Australian in March, argued that a hodge-
podge of state and federal regulations in areas such as ports, roads, water and power is a major 
obstacle to efficiency. The solution is a new set of competition reforms, but that means coordinated 
commonwealth-state action. 

The 
Australian 

30 May 2005 

'Premier seeks 
deal with PM', 

by George 
Megalogenis 

VICTORIAN Premier Steve Bracks has broken ranks with the other Labor state leaders to offer 
John Howard bipartisan support for a new round of reforms from training and infrastructure to 
greenhouse gases and personal tax.  Mr Bracks has written to the Prime Minister and the seven 
Labor premiers and chief ministers to call for a "new generation of collaborative reform" – although 
he has deliberately left industrial relations off the list.  ...  Mr Bracks's call for Mr Howard to 
overhaul the formula for dividing the GST and other federal grants among states puts him at odds 
with Peter Beattie, Premier of Queensland, which under current revenue-sharing arrangements 
receives a cross-subsidy from NSW and Victoria.  Mr Bracks told The Australian yesterday he was 
making a "contribution to the economic debate in good faith".  ...  Mr Bracks cited the national 
competition reforms of 1995 as the best argument for a co-operative approach. This was the high-
water mark in the Keating-Kennett relationship as the Labor and Liberal leaders combined to 
persuade then Queensland Labor premier Wayne Goss to sign the COAG agreement.  "The dividend 
to Australians in terms of employment, income, wealth-creation and government services has been 
great," Mr Bracks said of competition policy.  "However, these improvements in our quality of life 
are under threat as national demographic trends begin to bite and global competition intensifies.  
"An ageing population, slowing productivity growth and weak non-mineral export performance are 
signals that a second wave of reform is required to sustain and grow the good work already 
undertaken." 
 

Mr Bracks commissioned the respected Allen Consulting group to report on options for reform to 
clear bottlenecks in skills and infrastructure.  ...  On infrastructure, Mr Bracks wants a national plan 
for priority investment.  The Allen review warns that the existing rules for dividing federal cash 
between the states rewards "disability" by sending funds from the richer to poorer states.  Mr Bracks 
also urged Mr Howard to develop with the states a greenhouse gas emissions trading system to 
apply from 2012, so electricity companies had an incentive to invest in the right technology.  He 
called for a "more holistic, patient-oriented" health system that combined reform of state hospitals 
with the federal jurisdiction of aged care. 
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FROM the Productivity Commission to the National Competition Council, from the right-tilting Business 
Council to the left-leaning Healthcare Reform Alliance, everybody has a clear message for John Howard and 
the six state premiers as they sit down for today's Council of Australian Governments meeting in Canberra: 
the spaghetti-soup of commonwealth-state powers and responsibilities in areas such as industrial relations, 
health, training and infrastructure is holding us back; so stop the bickering and buck-passing and give us a 
federal system fitted to the needs of a competitive, globally engaged economy.  Even across the political 
divide, the message is the same.  In a startling session on the challenges facing our schools at the Sustaining 
Prosperity conference, co-hosted by The Australian and the Melbourne Institute in March, about the only 
thing federal Education Minister Brendan Nelson and opposite number Jenny Macklin could agree on was 
that having seven state and federal bureaucracies putting their oars in was not helping.  And if the message 
lacked urgency, surely Wednesday's national accounts, which show the economy running into a patch so soft 
it feels marsh-like, would have added it in spades. But is the message getting through? In recent months, the 
Prime Minister and the premiers have behaved like debutantes at the ball, coyly holding out, then promptly 
withdrawing their offers. The commonwealth wants to take over hospitals. Then again, hospitals are a 
money-pit and a minefield, so maybe not. NSW Premier Bob Carr thinks he might be prepared to give up 
industrial relations. No, hang on, his union backers wouldn't like that, so perhaps he won't. 
...  all the evidence is that supply-side constraints are putting limits on growth, and that those constraints 
have nothing to do with scarcity and everything to do with the way we organise and regulate our social and 
physical infrastructure. Skills shortages are hitting us right where it hurts, in the boom areas of mining and 
resources. But vocational training is unco-ordinated, while apprenticeships are hedged around with rules and 
regulations more fitted to the needs of unions and WorkCover authorities than industry. Our ports and rail 
networks are backed up, and our water and power utilities are stretched to breaking point, not because we 
don't have the resources we need to make them work, but because a tangle of heavy-handed state and federal 
regulators is driving private investment away from them. Worst of all, our health system is a confusing Venn 
diagram of independent but intersecting fiefdoms. The Productivity Commission predicts rising health costs, 
driven by an ageing population, will send federal budgets into the red to the tune of 7 percentage points of 
GDP by 2045. But instead of trying to make the system more cost effective – with less emphasis on fee-per-
service, and more on keeping people healthy in the first place – the states and the commonwealth engage in a 
pointless triennial ritual of blame-swapping and cost-shifting. Indeed, the duplication of bureaucracies alone 
is estimated to add costs of $1 billion a year to our $16 billion public hospital system. 
 
These problems require solutions as innovative and energetic as the national competition reforms a decade 
ago that boosted productivity and made the average Australian household better off by about $7000 each 
year. Are the states and the commonwealth ready for another round of co-operative effort on that scale, or 
will they squander this opportunity in a mess of horse-trading and politics? 

The 
Australian 
4 Jun 2005 

'Premiers back 
competition 
reform', by 

Steve Lewis 

THE Labor states have signed an accord with John Howard to renew the national competition reform agenda 
as part of a "new federalism" pact.  In what the Prime Minister hailed as the most harmonious Council of 
Australian Governments meeting in a decade, leaders backed plans to fast-track apprenticeships as part of an 
assault on the nation's skills shortage.  Skills qualifications are also likely to be recognised across Australia, 
not just in the state where the qualifications are gained, in an effort to address labour shortages. 
 
A more concerted national effort to stamp out child pornography was endorsed. This is being done to ensure 
that pedophiles are not able to use lax laws in some states to avoid heavy penalties.  
...  Cutting business regulation and red tape is likely to be a priority. But the reforms will also focus on 
improving the efficiency of transport, infrastructure and energy.  
...  "We've reached agreement on a number of areas of long-term importance to Australia," Mr Howard, 
flanked by the premiers, told reporters.  He said the community wanted "outcomes and solutions ... and a 
minimum of blame-shifting" between Canberra and the states. 

The 
Australian 
6 Jun 2005 

Editorial: 
'Federalism set 
for a modern 

makeover' 

THE Australian federation was not built in a day – it took a decade of conventions and referendums – and 
cannot be rebuilt in a morning. But Friday's meeting of state and federal leaders in Canberra made an 
impressive start. For once, political rivalries and arguments about the size of commonwealth grants were put 
to one side and a spirit of co-operation prevailed. From the Reserve Bank to the OECD, experts have been 
reporting that the next big boost to our productivity can only come from a fresh approach to how we 
organise, fund and regulate our physical and social infrastructure: health, water and power, terminals and 
transport, skills and education. Because all these areas are cross-jurisdictional, we need to rethink federalism 
to meet the needs of a competitive nation plugged into a world economy.  
...  at long last we are going to get a rational examination of duplication and cost-shifting in the health and 
aged-care systems, including the notorious game of musical beds the commonwealth and the states play with 
the elderly in care. In skills and education, we have been promised a streamlined system of apprenticeships 
and the recognition, after only 100 years, that gas-fitting in Victoria is the same trade as gas-fitting in 
Western Australia. And all parties have finally agreed that we cannot afford to miss out on the rewards of the 
current spike in demand for our commodities by driving investment away from our ports and freight systems 
by cumbersome and heavy-handed regulation. Perhaps most important, state and federal leaders agree we 
need a new round of national competition policy to oversee these reforms and provide state governments 
with financial incentives to complete them. 
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...  After 104 years, our federal system is broke. It is a confused, duplicated and irresponsible mess of 
failed public administration. By refusing to acknowledge the crisis in our federal system, COAG risks 
becoming a club of Australian governors rather than a reform vehicle. 
 

The notion of co-operative federalism is a fantasy. Constitutional expert Greg Craven wrote recently: 
"Australian federalism has entered an interesting phase. It has passed from brawling indignation, 
through smoldering resentment, to a lingering, dull resignation."  At a political level it is the perfect 
storm -- the cycle has produced a Coalition Government at the federal level and eight state and 
territory Labor administrations. No government and neither party is motivated to eliminate the capacity 
for buck-passing. Both state and commonwealth governments fund the health and education systems. 
There are six separate and different systems of industrial relations. In the middle of a drought, farmers 
battle two systems of drought relief. 
 

But to the public, it doesn't matter which level of government runs hospitals, schools and trains. They 
want medical treatment when they need it and where they need it, they want to get to work and home 
again on time and in safety and they want their children to get the best education.  
...  The public expects and deserves a system with clear lines of responsibility and the highest quality 
of service delivered in the most cost-efficient manner with minimal waste of resources through 
unnecessary overlap. Where practical, only one level of government should be responsible for the 
delivery of services to the community. 
 

Over a decade ago our governments agreed to a national competition policy and delivered sustained 
improvements to the economy.  Now they must agree to a reform agenda to rewrite our federal system 
and overhaul the prehistoric Grants Commission formula to drive genuine improvements in the 
delivery of public services. Individual rights must act as the principle for reform. "States rights" and 
centralism put governments before people.  
 

I advocate a 15-year program of reform including:  
* Commonwealth control of health. Tony Abbott is right. The level of government that controls 
Medicare, the pharmaceutical benefits scheme and aged care should also be responsible for hospitals 
and that's the commonwealth.  
* States to run schools. The states fund and manage the majority of school education with federal 
funding expanding as a result of Robert Menzies' funding science labs in the 1960s. The states should 
be responsible for funding, standards and curriculum.  
* A national system of industrial relations. In a country of 20 million people with less than half in the 
workforce and increasing demands for flexible work practices, we must respond with one simple and 
flexible federal system. 
* State responsibility for disability services. Funding for the growing number of people with 
disabilities is too little to start with. Forcing charities to beg to both levels of government is demeaning 
and unnecessary. Making the states responsible won't immediately solve the problem, but it will 
eliminate blame shifting. 
* States out of universities. The historical hangover of states legislating for universities is a lingering 
demonstration of failed federalism given the commonwealth funds universities and controls policy. 
Clearly a case for federal control. 
* States responsible for early childhood. A labyrinth of federal funding, state licensing, and federal 
accreditation overlays childcare and pre-schools. This sector must not be frustrated by the expense and 
regulation of two layers of government. States should have responsibility from cradle to high school. 
...  Commonwealth-state funding arrangements must be reformed to allow states greater independence 
to achieve improved outcomes. Tied grants unfairly shackle the states, reducing flexibility and results.  
States must be able to spend their revenue as they see fit. If Tasmania wants to make education its 
No.1 priority with class sizes of 15 students and pays for this with lower road funding, they should be 
entitled to make that decision.  Let the states defend their performance to the electorate through an 
open process of agreed measures. Ultimately, voters will decide.  
 

Finally, the Grants Commission formula must be reformed to reflect not only need, but also 
performance. Fifty per cent Grants Commission funding should be allocated on need. Factors such as 
isolation, population, cost of providing services and community disadvantage will constitute the base 
of funding. The remaining 50 per cent of funding should be allocated on performance. States must 
have an incentive to excel. They must be rewarded for improvement rather than funded for mediocrity.  
The existing Grants Commission formula actually encourages states not to improve services -- the 
worse they are, the greater the disadvantage, the greater the funding. Funding should recognise the best 
performing jurisdictions. The efficiencies and savings will be significant, as will the improvement in 
the delivery of public services.  And it will end the tiresome bickering. The shameful refusal of elected 
officials to accept blame and take responsibility makes Australians sick. They will continue to lose if 
governments refuse to accept the challenge of practical federalism. 
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The Prime Minister is already indicating he will take on all-comers to reform Australia's industrial 
relations system. And while his style is to walk softly across the political landscape, he will use the big 
stick of senate control. 
...  Mr Howard needs to give the economic cart a succession of shoves so it can pick up speed. The 
areas of action are obvious. We need reform of the tax and welfare system to end the discrimination 
against low-income earners and welfare recipients who want to earn more money in the workforce. We 
need permanent reductions in the share of our money Canberra takes, not just increases in the 
thresholds at which higher taxes cut in. We need an end to an industrial relations system designed in, 
and for, the early 20th century. We need reforms to increase competition and encourage infrastructure 
construction that will improve productivity. And we need to iron out anomalies in health and 
education, caused by conflicts between the states and Canberra. As NSW Opposition Leader John 
Brogden pointed out in The Australian yesterday, bi-partisan courtesy cannot disguise the failings of 
our federal system. 
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... today Victorian Premier Steve Bracks is calling for a new wave of national reform, and unveiling a 
50-page blueprint to show how it can be done. He says health and education must be part of the reform 
agenda, and argues that $65 billion can be added to Australia's annual GDP over the next ten years if 
Prime Minister John Howard and other premiers sign up to the plan. 
...  STEVE BRACKS: Well this is consistent with the approach that I took to the last COAG 
meeting.  ...  One of those proposals was to look at the next wave of reform, and this is consistent with 
the approach that I took to COAG to say well, here's the contribution. We've had significant reform 
opening up the economy through the late 80s and early 90s, reducing tariffs, bringing in foreign banks, 
floating the dollar. We had the internal reform agenda on National Competition Policy for the last 10 
years.  But gee, all that's run out, and the reality is if we stand still then the relentless competition 
internationally, coupled with the ageing of the workforce will mean that standing still means going 
backwards. That's the reality for us in Australia. We have to do better to compete internationally and to 
capture the talents of our people. 
LAURIE OAKES: Well let's start with what your treasury department says that your plan would 
achieve. According to your experts, how much would your plan add to GDP over 10 years? 
STEVE BRACKS: Well the estimates from the modelling which has been undertaken from the 
Department of Treasury and Finance shows that it's about $65 billion extra per year, per annum, by 
2015. And that's about $3,000 per person extra, which will be going into the pockets of ordinary 
Victorians and ordinary Australians. That's a pretty significant amount.  And that's due to reforming 
business regulation, cutting business regulation by about 25%, reforming infrastructure regulation, 
making sure we've got a healthier workforce — that people who are out because they're of ill-health, 
we can get them back in, we can get more of them back in participating as the workforce ages, and 
making sure we can increase the skill base of our workforce as well.  
...  LAURIE OAKES: And 65 billion over 10 years, that's I think about 6.1% added to GDP. That's 
huge. You're not being too ambitious, are you? 
STEVE BRACKS: Well that's 6.1% greater on the growth figures eventually when we get to 2015, 
once you have the reforms running through the system, 10 years of reform, eventually you'll get to $65 
billion extra, 6.1% extra on gross domestic product.  These are realistic figures and it can be achieved, 
and you know, you think what would have happened — just imagine this. Imagine what would have 
happened if we still had a fixed currency, fixed against the gold price. Imagine if we didn't have 
foreign banks competing on our shores in the financial markets. Imagine if we just kept building and 
building the tariff walls, imagine what the economy would be like now.  The reality is we're more 
productive than we have been, but it's all run out. There's nothing left in the tank. We've got no new 
agenda. This is really saying, to be more productive with a population that's ageing, with the 
competition from China and India which is going to just continue and continue, we've got to actually 
do better on skills, we've got to do better on business regulation, we've got to have much better 
productivity in the economy. 
LAURIE OAKES: ...  You mentioned the need to strip away unnecessary rules and regulations that 
hamper business. Now how much red tape is there, and how would you get rid of it? 
STEVE BRACKS: Well the goal on target here is really to try and reduce business regulation by about 
25%. Now, that's achievable. We've got different regulations which operate in different parts of 
Australia, even within our states we have different sorts of regulatory environments that have in 
common positions between the states and territories.  ... international or national companies don't 
operate on the basis that they stop at the border and therefore they can change their company 
arrangements when they come to a different state, they operate across the whole of the country. So 
consistency across the country is very important.  Reducing the regulation by saying that levels of 
government could work together and have almost a one-stop shop in some arrangements, rather than 
the sequential arrangements which occur now at local authority or state or federal authority levels.  
These things can change, so let's fix the duplication, let's fix the different systems. In doing that you 
can take about a quarter off regulation, and that's pretty useful for our productivity. 
LAURIE OAKES: Well if you're fair dinkum, why don't you support the Federal Government's IR 
package, which aims at eliminating duplication and wiping out a whole lot of regulation that slows 
down business and in some cases keeps people out of the labour force? ... But Mr Bracks, you're 
talking about the need to eliminate unnecessary regulation. In 1996, you said there should be one 
industrial relations system precisely for that reason. So why won't you back John Howard now? 
STEVE BRACKS: Oh look, indeed, a unitary system is a sensible system, one industrial relations 
system has always been something the Victoria supported and I still support it.  But what we don't 
support is an unfair unitary system, a unitary system which effectively says that the protections — you 
know, a growing economy which can deliver for working families, that's the key. Why do we want a 
growing economy? So we can deliver for working families across the country.  
...  STEVE BRACKS: ...  If we don't address this, as I mentioned, standing still is going backwards. 
We've got relentless international competition and we've got an ageing workforce. 
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SIXTY years ago this week prime minister Ben Chifley made a speech announcing the end of World 
War II that is, arguably, both famous and forgotten. Famous because of its frequently quoted opening: 
"Fellow citizens, the war is over." Forgotten because one of its core messages – a call to arms to 
rebuild a national economy weakened by the twin traumas of the Great Depression and a world war – 
is often overlooked. 
 
Chifley warned that peace, like conflict, had to be won - and called on the community and state 
governments of the day to co-operate in solving the problems that lay ahead. "Let us join together," he 
said, "in the march of our nation to future greatness." To its credit, post-war Australia won the peace, 
investing in nation-building projects such as the Snowy Mountains Scheme and throwing open its 
doors to a wave of innovative, hard-working immigrants. It was co-operative federalism, 1940s style. 
 
Fast-forward 60 years, and the challenges that confront our nation are no less onerous than they were 
in 1945. We face the challenge of a global economy that is set to become more competitive with the 
rapid rise of China and India. We face the challenge of an ageing population, which will reduce overall 
labour-force participation rates. We face the challenge of rebuilding our national infrastructure. And 
we face the danger, if we fail to respond to these challenges in a co-ordinated, co-operative manner, of 
slipping back down the global income ladder. 
 
Australia has responded well to such challenges in the recent past. In the '80s and '90s, the Australian 
economy underwent two waves of substantial reform – floating the dollar, deregulating the financial 
markets, pulling down tariff barriers and implementing the National Competition Policy – and in doing 
so laid the foundations for the 15 years of economic growth that have followed.  As a result of those 
reforms, living standards across a broad range of the community have risen significantly with 
Australia's income per head rising from 18th in the OECD in the early '90s to eighth today. Imagine 
what our economy would look like now if we hadn't opened it up in the '80s and early '90s. Likewise, 
consider the headache we are creating for our children if we fail to keep pace, economically.  
 
Like it or not, there is no standing still in the global marketplace. Our choice is stark: we can either 
keep moving forward with reforms or wait to be overtaken by our international competitors. If we 
stand still, we are, in effect, going backwards. We are now overdue for the next wave of national 
reform. A third wave to follow the reforms of the '80s and '90s.  With that in mind, I have released a 
document, A Third Wave of National Reform, that proposes an ambitious but achievable agenda for 
national policy reform in five key areas: regulation, infrastructure, health, education and training, and 
work incentives. 
 
Victoria's proposal has two simple but powerful elements. First, we want to unleash the full talents and 
energies of our businesses; second, we want to build the skills and capabilities of our people. Under the 
model I am proposing, Australian governments will be given financial incentives to improve vital 
services to the community and better support business and any incentive payments will be 
independently assessed and transparently reported by a new National Reform Council.  
 
Continuing to support businesses that compete globally and building our physical infrastructure are 
vital components of the proposal. The national reform initiative calls on all jurisdictions to commit to a 
25 per cent cut in the administration costs of regulation, and improve the assessment of the impact of 
regulation.  It also identifies the need for forward-looking plans for projects of national significance, 
transparent assessment and ranking of infrastructure investment decisions, and compliance with best 
practice in infrastructure regulation.  
 
In addition, we also stand to make competitive gains through health and education initiatives, such as 
improving our treatment of major preventable diseases and lifting numeracy and literacy rates.  This 
new "human capital" agenda will ensure we have a healthy, skilled and motivated community, 
delivering greater productivity, as well as higher labour-force participation. In fact, economic 
modelling by the Victorian Department of Treasury and Finance has found that this reform plan would 
add an extra $65 billion to Australia's annual gross domestic product by 2015. That's about $3000 for 
every man, woman and child in Australia.  
 
What I am proposing is not a small task. It is as big as our federation and, as such, requires the 
concerted efforts of all governments, industries, workers and communities -- much like Chifley's call 
to arms did. Nor is it easy. Nation-building never is.  But we stand to gain as a community if we act 
together to safeguard our future prosperity and seize the opportunity to become one of the world's top 
economies. And, as Chifley showed, when Australia's governments, industry, and working men and 
women act in unison they can, as the Snowy Mountains Scheme demonstrates, literally move 
mountains. 
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THE senior Labor Premier, Victoria's Steve Bracks, has offered John Howard a deal: joint ownership 
of a new economic reform agenda for Australia along with the political dividends that flow from such 
a project.  ...  Bracks has taken a strategic decision. He thinks that state Labor governments must go 
pro-active; that with national productivity falling and economic growth slower, the politics of risk 
aversion must be revised.  ...  "This is an offer to the Prime Minister," Bracks tells Inquirer. "In 
Victoria we have done well. But our fortunes as a state are tied completely to the fortunes of the wider 
nation. We need to bear in mind that significant reform has a lagged effect and at present the cupboard 
is bare. This country has no shots left in the locker. We will be run over as a nation, particularly by 
China, unless we look at increasing our productivity and competitiveness." 
...  Bracks is operating on two assumptions: first, that Labor must press ahead with a new pro-skill and 
pro-market reform agenda for Australia, despite some resistance within its ranks; and, second, that this 
new agenda must be a bipartisan commonwealth-state exercise representing a collaboration between 
Howard and the ALP premiers that has not previously existed. 
...  Bracks says that Victoria proposes a "third wave of national reform" following Australia's post-
1983 market changes and the 1995 competition model. His aim is to have Howard and the premiers 
endorse this third wave when they meet early next year in the Council of Australian Governments. 
...  Victoria had a substantial input into the June 3 result under the guidance of Bracks and his 
Treasurer, John Brumby. A series of commonwealth-state working parties on training, health, 
infrastructure and competition policy is now shaping the decisive 2006 meeting. 
...  The recently released Bracks third-wave report highlights that, industrial relations aside, the 
common ground between Howard and the ALP premiers is substantial.  ...  With public support in 
Australia for economic reform weak and corroded by complacency, the merit of a new bipartisan 
approach to circumvent deadlocks seems to be obvious and necessary.  
 
Bracks identifies three forces driving a fresh agenda: the intensification of competitive pressures on 
Australia from the rapid growth of China and India and other emerging economies; the declining 
productivity dividend from the first two waves of economic reform; and the challenge posed by 
population ageing.  "These pressures have the potential to undermine economic growth and limit the 
capacities of governments to meet community needs," he says. "To keep moving forward, we must 
keep reforming. This is about Australia reaching its potential and removing the roadblocks to national 
progress.  "The third reform wave I am proposing is about how we get more competitive in relation to 
other nations. That means a significant improvement in our skills base, helping people to stay longer in 
the workforce, reducing regulations on business and improving our national infrastructure." 
 
The Victorian Treasury estimates the Bracks reform plan would add an extra $65 billion to gross 
domestic product by 2015 or about $3000 per person. Bracks sees a nexus between Victoria's fate and 
Australia's overall performance because his state lacks the resources boom of Queensland and Western 
Australia or the natural advantages of NSW (despite its economic malaise).  
 
The Bracks plan is to use the review of national competition policy not just to extend the policy further 
into energy, transport and water but also into the field of human capital, notably education and health. 
This would be a vital transition for COAG: the setting of new benchmarks in education and health. It 
would offer an alternative to the policy breakdown in these areas between Canberra and the states. 
...  The themes of the Bracks report include a boost to competitiveness by a 25 per cent cut in the 
regulatory burden on business. It wants more competition in the energy generation sector, better 
pricing mechanisms to promote efficiency and water pricing to reflect better market value. The health 
focus is on prevention of chronic diseases (they absorb 70 per cent of health spending) with the high-
risk factors being tobacco, excess weight, high blood pressure and high cholesterol.  
...  Bracks proposes an implementation model based on national competition policy.  "The NCP was so 
successful because there was a sign-on by all governments," he says. "Then there was complementary 
and concurrent legislation. And, finally, there were incentives and payments to help the reform 
process."  He says the objectives of the third wave should cover competition, productivity and 
participation. "A national reform council should be established to ensure that progress is independently 
assessed and transparently reported," the Bracks document says. Just as Canberra would make 
payments to the states to realise competition policy, such payments would be made again to promote 
the achievement of new targets. Peter Costello will certainly note this point.  
 
Bracks says progress must be benchmarked against world's best practice. Australian business has to 
benchmark itself against world's best practice each day and, Bracks, argues, "governments should 
agree to impose on themselves a similar discipline".  
...  "I'm reasonably positive about it," Bracks says. "This recognises that the only real option for 
Australia is as a high value, high wage and high-skilled nation." 
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KIM Beazley has launched Labor's main thrust into the national infrastructure debate, pledging to fix a 
"gridlocked country" by assigning responsibility for specific projects to the federal Government or the 
states.  Under the Opposition Leader's proposal, joint federal-state funding of the nation's most 
notorious roads, such as the Pacific Highway, would end.  He also said he would create an independent 
body, Infrastructure Australia, to identify national infrastructure priorities, end "political pork-
barrelling" and finance projects from the proposed Future Fund and superannuation fund schemes.  
About $1 trillion in superannuation funds would be invested in infrastructure by 2010, he said.   
Delivering the fourth of his Labor blueprint speeches in Sydney yesterday, Mr Beazley said the 
Howard Government had overseen 10 years of severe deterioration in infrastructure.  Transport, 
communications, water and energy were key areas for reform, he said.  "Business, consumers, 
motorists and the community hate nothing more than excuses from one level of government that it's 
not their fault, not their responsibility and not their problem," Mr Beazley said.  "This is most acute in 
transport infrastructure, where federal, state and local government share responsibility for different 
parts of the road and rail network as well as important planning responsibilities related to airports and 
ports.  "A federal Labor government will propose to the states that government powers over different 
infrastructure sectors which are currently shared between different tiers of government be referred to a 
single tier, state or commonwealth."  A Labor government would take a measured approach to public-
private partnerships, considering proposals on their merits, Mr Beazley said.  After months of criticism 
over the poor deals it had struck with the private sector to run toll roads, the NSW Labor Government 
this week abandoned a plan to develop a desalination plant in Sydney using PPPs, instead deciding to 
fund the project entirely from the public purse.  Mr Beazley's proposals add a popular political element 
to the debate on infrastructure funding.  The Pacific Highway has been the subject of emotive battles 
between the federal and NSW governments.  A decade after the state and federal governments 
promised to fix it, only about a third of the planned improvements are complete.  An audit by the 
NRMA found that in the 10 years to 2003, the Pacific Highway averaged about 1000 crashes a year, 
resulting in 680 injuries and 43 deaths on average each year.  Mr Beazley also played on business 
concerns that the shortfall in infrastructure investment in recent years -- put at $90 billion by the 
Business Council of Australia -- would stunt economic growth.  "We were once the lucky country, we 
talked about becoming the clever country, now, without national leadership, we are destined to become 
the gridlocked country," he said.  Mr Beazley reiterated that a Labor government would put the income 
stream from the proposed Future Fund into infrastructure development, rather than reinvesting it.  But 
he resisted being drawn on whether Labor would commit to putting more federal taxpayer money 
overall into infrastructure, if necessary through debt.  After his speech he told The Australian that 
federal funding commitments would depend on the budget situation at the time. 

Canberra 
Times 

23 Dec 2005 

'Hands Off 
Our Wallets': 
Letter by Paul 
Rutherford of 

Hawker 

The ACT is already the highest taxing jurisdiction in the country, and now the Government is about to 
put its not so light fingers in our pockets once again (CT December 21, p2, "Industry alarmed by 
proposed new-car stamp duty").  Let's just get it over with - declare the ACT bankrupt, admit that 
"local government" is a joke, reduce the ACT to the parliamentary triangle and embassy suburbs, and 
make the rest of Canberra part of NSW. 
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3 Jan 2006 

'Centralism 
wins the day', 

by Tony Harris 
(a former 

senior 
commonwealth 

officer and 
former NSW 

auditor-
general) 

It is easy to imagine that Australians who voted for federation in the 1889 and 1900 referendums 
might have said no had they known how it would evolve. We no longer have federalism with its 
foibles and strengths, we have Canberra.  On the other hand, many of today's citizens will applaud 
a unified industrial relations environment (at least for corporations), an increasingly standardised 
school system and an all-powerful federal government. But little of this was decided by voters.   
 
A whimsical High Court has had an important role in increasing Canberra's reach. Its decision 22 
years ago to allow the Hawke government to use external powers to stop the construction of the 
Franklin dam is one example.  Although the outcome was popular with environmentalists, it 
overrode the overwhelming majority of Tasmanians who supported the dam. And it meant that the 
constitutional division of powers between the states and the commonwealth could be rendered 
meaningless by treaties.   
 
The Howard government's attempt to use the corporations power for industrial relations - if 
approved by the High Court in another key case on the constitution - merely makes obvious the 
impotency of state governments.  But the essential foundation of the commonwealth's power is not 
so much the High Court's centralised view of the constitution: it is the potency of federal revenues. 
 
Just a few weeks ago, we saw the power of money when the government legislated against 
compulsory student unionism in universities. States have constitutional power over education, but 
the commonwealth has the finances to impose its will on universities.  They are not obliged to 
comply with the commonwealth's wishes, but they stand to lose federal grants for each student 
required to join a student union.   
 
The commonwealth says that it has a right to impose conditions on its grants. After all, it raised the 
taxes and it is accountable to the electorate for their use.   
 
The strength of the commonwealth's honey pot can be seen from the states' dependency on it. 
More than 40 per cent of NSW's total annual revenue comes from the commonwealth (up from 38 
per cent in 1996-97). The figures for Queensland and Western Australia are 48 and 49 per cent 
respectively.  Universities have a similar dependence on the commonwealth: nearly 40 per cent of 
their income arrives as federal grants.   
 
This increasing reliance on the commonwealth was bolstered by the introduction of the GST. On 
one hand, this federal tax provides the states with an important and reliable growth tax. But the 
GST (and the High Court's curious decision depriving states of their franchise taxes) cemented the 
vertical fiscal inequality between states and the commonwealth.   
 
The extent of this inequality can be seen from the size of the federal budget. Federal revenues 
account for more than 75 per cent of the moneys collected by all three levels of government. This 
explains why the commonwealth dominates economic discussion.  Compared with the 
commonwealth, whose revenues account for about one-quarter of gross domestic product, the 
budget of even the largest state is of little consequence. When you strip out the money NSW 
receives from the commonwealth, the state's revenue as a share of the GDP is about 3 per cent, less 
than the annual growth in the Australian economy.  The dispersion of the federal budget - about 30 
per cent of federal revenue is granted to the states and their entities - also shows the power of the 
commonwealth. It is by far the biggest elephant in the room.   
 
The federal government could, if it wanted to, reverse this inequality by agreeing to collect some 
income tax as an agent for the states.  When the states surrendered this tax to the commonwealth as 
a wartime measure, it was meant to be temporary. Some former premiers - notably Neville Wran - 
rejected an offer to revitalise the states' income taxing powers. But current premiers interested in 
the federation might welcome a similar offer. If they rejected it, they would doom their 
governments to increasing irrelevance.   
 
States have also helped this creeping centralism in other ways. They have reduced and abolished 
sound sources of taxation (payroll taxes and estate duty are the best examples), they have 
voluntarily surrendered powers to Canberra and they are anxious to surrender more. If the 
commonwealth would take responsibility for public hospitals, the states would gladly give them 
up.   
 
All of this is far removed from the vision presented to voters more than a century ago. 
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ABC radio 
and online 

17 May 2006 

'Kennett urges 
national water 
plan funding' 

Former Victorian premier, Jeff Kennett says the Federal Government should be spending a good 
portion of its Budget surplus on a national plan for water.  Mr Kennett addressed a meeting of 
chief executives in Hobart today telling them the most important issue for business in the future 
will be water supply.  He says he was disillusioned with last week's Federal Budget not providing 
a significant amount for the crucial issue.  "I would like to see a significant amount of money 
every year committed from our surplus to the generational change in both understanding water and 
the importance if water and implementing a policy that is going to water-proof so much of 
Australia over the next 100 years," he said. 

AM program 
ABC radio 
and online 
3 Jun 2006 

'Commonwealth 
should handle 

water: 
Heffernan', by 

Alexandra Kirk 

ELIZABETH JACKSON: Fresh from a victory to keep the Snowy Hydro Scheme in public hands, 
Liberal Senator Bill Heffernan now wants the Commonwealth to take over the management of 
Australia's water resource from the states. And he's called for a referendum to cement the 
constitutional change.  Senator Heffernan says scuttling the public float is not the end of the 
matter.  Bill Heffernan spoke to Alexandra Kirk.  
BILL HEFFERNAN: This was a dangerous voyage into the unknown.  There's a whole lot of 
issues that have got to be resolved: the drought woes, the … coming to terms with things like 
climate change, the interception of plantation forestry under the 2020 Vision, the fact that we are 
going to lose 30 per cent of the runoff into the Murray-Darling Basin in the area that from 2 per 
cent of the landscape comes our 38 per cent of the runoff.  These are all very serious issues, which 
the Parliamentary Secretary to the Prime Minister on Water, Malcolm Turnbull is aware of, well 
aware of. And I am confident that we will deal with them in due course.  
ALEXANDRA KIRK: What's the next cab off the rank, in your view? 
BILL HEFFERNAN: Well, I mean, obviously I have a view that we ought to be fixing the 
catastrophic mismanagement of water by the States.  The proposition, in my view, ought to be put 
in a referendum should the management of Australia's inland rivers and waters system and aquifers 
be managed by one authority, that is the Commonwealth.  We have a generation of young farmers 
who've gone with high borrowings from the banks to more efficient use with pivot instead of flood 
irrigation. Borrower uses the amount of money and the New South Wales Government then sends 
them a letter in the mail saying in some circumstances we're going to take away 80 per cent of 
your water rights. How do you explain that to the bank?  There are a whole series of 
mismanagement issues that have got to be come to terms with: the evaporation of Menindee 
Lakes, the catastrophic national disgrace which is the low level on water at the Queensland border 
stuff. I mean, there are a range of issues which urgently need attention. 
ALEXANDRA KIRK: Do you think that the Prime Minister and others would want to take on the 
management of water? 
BILL HEFFERNAN: Well, I have to say that Australians today should have great heart and great 
national pride in the fact that people power has convinced the politicians that we ought to retain 
one of the seven engineering wonders of the world in safe hands.  And if we can do that, we can do 
anything. And I'm sure that we can convince the Prime Minister that we've got to do something 
more sensible about how we manage the future of Australia's water resources. 
ALEXANDRA KIRK: And do you really think that the States want to hand over management of 
water to the Commonwealth? 
BILL HEFFERNAN: Well, if they can't come up with a solution, then let's have us have a crack at 
it. 
ALEXANDRA KIRK: The Prime Minister says that he's not such a privatisation zealot that the 
Government has to sell everything under the sun.  Is there a message here on Telstra? 
BILL HEFFERNAN: No. Well, can I just say that what this is about, though, this is like selling 
your mother or mother earth in this case.  I mean, Telstra is a completely different issue. Telstra 
was always going to be overrun by competition and technology. 
ALEXANDRA KIRK: Except that a majority of Australians still want Telstra to remain in 
majority public ownership. 
BILL HEFFERNAN: Well, I have to say lead lines are a thing of the past.  And can I just say to 
your listeners, in 1967 I applied for a telephone at my place out at Booligal, and there were 
100,000 employees in Telecom. It took me until 1985 to get it.  Telstra's not about who owns it. 
It's about how it's managed. 
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ABC radio 
and online 
3 Jun 2006 

'Senior 
Liberal wants 

centralised 
control over 

water 
resources' 

New South Wales Liberal Senator Bill Heffernan wants the Commonwealth to take control of the 
nation's waterways and is calling for a referendum on the issue.  The move comes after the Federal 
Government pulled out of the proposed privatisation of the Snowy Hydro scheme because of 
community opposition to the sale.  The decision forced the New South Wales and Victorian 
governments to also withdraw. 
 
Senator Heffernan has accused the states of catastrophic mismanagement of the nation's water 
supplies and believes control should be centralised, with the Commonwealth at the helm.  
"Australians today should have great heart and great national pride in the fact that people power 
has convinced the politicians that we ought to retain one of the seven engineering wonders of the 
world in safe hands," he said.  "If we can do that, we can do anything and I'm sure that we can 
convince the Prime Minister that we've got to do something more sensible about how we manage 
the future of Australia's water resources."  He has told ABC's AM program that the proposed sale 
has exposed a level of mismanagement of water resources by the states which should be rectified. 
"I have a view that we ought to be fixing the catastrophic mismanagement of water by the states, 
the proposition in my view ought to be put in a referendum," he said.  "Should the management of 
Australia's inland rivers and water systems be managed by one authority, that is, the 
Commonwealth?" 
… 
New South Wales Nationals leader Andrew Stoner says Senator Heffernan has raised some valid 
concerns about the way water is currently managed in Australia.  "A Liberal-National coalition 
government in New South Wales would welcome discussions with the Federal Government about 
better ways of managing the nation's water," he said.  "We know that water flows don't stop at 
state borders, we know it is an issue of national importance and we'd welcome greater federal 
input." 

ABC radio 
and online 
3 Jun 2006 

'Turnbull 
pours cold 
water on 

referendum 
call' 

The parliamentary secretary for water, Malcolm Turnbull, is playing down suggestions the Federal 
Government is making a push to take control of water management.  The speculation follows a 
federal decision to pull out of the Snowy Hydro Scheme sale, meaning the utility is to stay in 
public hands.  Federal Liberal Senator Bill Heffernan, who was vocally opposed to the sale, said 
today he wants the Commonwealth to take over the management of Australia's water resources 
from the states.  "The proposition, in my view, ought to be put in a referendum should the 
management of Australia's inland rivers and waters system and aquifers be managed by one 
authority, that is the Commonwealth," he said. 
 
But Mr Turnbull says the Government is not about to hold a referendum on water.  "I don't think 
there's any prospect of a change of control over water other than by constitutional amendment," he 
said.  "And that is not Government policy."  He says the Government will be sticking with the 
National Water Initiative.  But he says state rivalries are slowing down the response to Australia's 
water management problems, and if the Constitution were being written today, it would provide 
for federal control of some waterways.  "If we were federating Australia today, we would provide 
that water or rivers that cross state borders or go along state borders would be under national 
jurisdiction," he said.  "Because the conflicts between states and the difficulty of securing co-
operation are enormous." 
 
Sen Heffernan says the Snowy Hydro sale u-turn is evidence that if the Federal Government does 
not want to take control of water, it can be convinced by popular opinion.  "Australians today 
should have great heart and great national pride in the fact that people power has convinced the 
politicians that we ought to retain one of the seven engineering wonders of the world in safe 
hands," he said.  "And if we can do that, we can do anything.  "And I'm sure that we can convince 
the Prime Minister that we've got to do something more sensible about how we manage the future 
of Australia's water resources."  State Ministers and leaders have rejected his concerns about their 
water management. 
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The 
Australian 
3 Jun 2006 

p. 1 

'Feds push for 
water takeover', 

by Samantha 
Maiden and 

Dennis 
Shanahan, with 

additional 
reporting from 
Selina Mitchell 

MOVES are under way to take control of the nation's water away from the states in the wake of 
the dramatic collapse of plans to sell the Snowy Hydro scheme.  Angry premiers yesterday 
accused John Howard of blowing a $3 billion hole in their budgets after he killed off the Snowy 
Hydro privatisation.  But the Prime Minister's backflip has also sparked a debate over 
commonwealth control of water flows across state borders to tackle water rights and drought.  
Nationals leader Mark Vaile said there were concerns the states were failing in the implementation 
of the national water initiative. And Liberal senator Bill Heffernan, a leading water rights 
campaigner, said he thought constitutional change was necessary.  Mr Vaile said there were 
concerns about the NSW Government's water management and Senator Heffernan, who last week 
began the backbench revolt on the Snowy sale, said he thought constitutional control of water had 
to pass to the commonwealth. 
 
Bowing to public pressure to dump the Snowy sell-off yesterday, Mr Howard announced he would 
not sell the commonwealth's 13 per cent share of the hydro-electricity scheme.  The 
commonwealth decision forced NSW and Victoria to abandon the $3 billion float of the electricity 
scheme as a private company.  Conceding the depth of public anger over the sale had surprised 
him, Mr Howard said there was no compelling reason to sell the hydro scheme.  "I am not such a 
zealot about privatisation that you sell everything under the sun irrespective of the circumstances," 
he said.  "There is, for whatever combination of reasons, there is overwhelming feeling in the 
community that the Snowy is an icon, it's part of the great saga of post-World War II development 
in Australia.  "It conjures many stories of tens of thousands of European migrants coming and 
blending with each other and in the process of working on the Snowy becoming part of this 
country. And people feel that." 
 
One of the signatories to a letter sent to the federal Government this week condemning the 
proposed sale, former Treasury secretary and Reserve Bank governor Bernie Fraser, said The ill-
fated plan to sell Snowy Hydro had been driven by "short-term fiscal considerations".  "It's just too 
important to leave the decision making to some commercial private enterprise," Mr Fraser said.  
While defending the decision as in the national interest, critics warned the retention of government 
control could set back the cause of water reform and increased competition. 
 
Mr Vaile last night raised concerns about the national water initiative and said NSW and 
Queensland were falling behind in implementation of the plan. 
… 
Senator Heffernan said there was a case for national co-ordination.  "We need to calmly sit down 
and look at the cross-border issues with water," Senator Heffernan said. "Rivers cross borders, but 
we can't really legislate across borders.  "There is a case for the national co-ordination of water and 
whether it needs constitutional change, which it does in my opinion.  "Water, which is 
constitutionally under the control of the states, has been mismanaged." 

ABC radio 
and online 
4 Jun 2006 

'NSW wants 
Federal buy out 

of Snowy 
shares' 

The New South Wales Finance Minister wants the Federal Government to buy out state shares in 
the Snowy Hydro scheme.  The scheme is jointly owned by the New South Wales, Victorian and 
Federal Governments.  Plans to list the company on the stock exchange were abandoned late last 
week when the Federal Government decided not to sell its share.  New South Wales Finance 
Minister John Della Bosca told Channel Nine the Prime Minister should now pay to keep the 
Snowy Hydro public.  "If he wants it to stay in public ownership, the only course of action that 
seems to me to make any sense is for the Commonwealth to purchase New South Wales and 
Victorian shares," he said.  "It would solve the corporate governance special and the problems of 
Snowy Hydro's capital core." 

ABC radio 
and online 
2 Jul 2006 

'Treasurer backs 
Commonwealth 
control of tax' 

The Treasurer, Peter Costello, says he wants the Federal Government to take full responsibility for 
the economy, including tax.  The Federal Government is using its corporations power to create a 
national industrial relations system, but Mr Costello has told Channel 9 there are still significant 
areas where Commonwealth control is limited.  "I would like the Commonwealth to take full 
responsibility for the national economy in relation to tax, in relation to interest rates, in relation to 
growth, in relation to jobs in relation to industrial relations," he said. 
 
The Treasurer wants the states to hand over regulatory responsibility for ports.  "The 
Commonwealth doesn't own a port, doesn't control a port and yet the ports are the lifeblood for our 
external relations and our international trade," he said. 

ABC radio 
and online 
02 Jul 2006 

'Federalism 
failing 

Australia: 
Costello' 

Federal Treasurer Peter Costello says federalism is failing in Australia because of the state and 
territory governments.  Mr Costello has told ABC Radio's Sunday Profile that the concept must be 
completely recast and state governments must be more independent.  "We've got to either get the 
states behaving like sovereign governments and taking responsibility for decisions and finances, or 
if we're going to go increasingly to a national perspective," he said.  "We've got to ensure that 
service delivery - which is done by states - is done on a much more effective basis.  "Federalism 
was good for the time in 1900, but is failing Australia now." 
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ABC radio 
and online 
2 Jul 2006 

'Costello renews 
call for ports 

handover' 

Federal Treasurer Peter Costello has re-issued his call for the states to hand over the regulation of 
ports to the Commonwealth.  The Treasurer says the Commonwealth should have control of 
regulatory arrangements for ports to complement its responsibility for the national economy. 
Mr Costello told Channel Nine the Federal Government has no jurisdiction over ports.  "The 
Commonwealth doesn't own a port, doesn't control a port and yet the ports are the lifeblood for our 
external relations and our international trade," he said.  "How can we take responsibility for our 
export infrastructure and our trading position if we don't have regulatory responsibility for ports?" 

AM program 
ABC radio 
and online 
3 Jul 2006 

'Federalism 
failing Australia: 

Costello', by 
Louise Yaxley 

ELIZABETH JACKSON: Over the weekend the Federal Treasurer and aspiring PM revealed his 
plans for what he calls "recasting federalism".  In a busy round of media interviews with TV and 
newspapers, Mr Costello talked up big picture issues.  He says he wants to change the relationship 
between the Federal Government and the states, giving the Commonwealth much more power in 
key areas.  The Premiers have slammed his idea as a bid to promote himself.  Louise Yaxley 
reports. 
LOUISE YAXLEY: Peter Costello has floated the idea of a drastic change to the national system 
so that the Commonwealth would strip the states of all power to levy taxes or charges. He says 
then the Federal Government would have full responsibility for the economy. 
He's told the ABC's Sunday Profile program that the states should concentrate on delivering 
services like health and education. 
PETER COSTELLO: I don't think federalism is working for Australia. Federalism was good for 
the time in 1900, but is failing Australia now.  You can either go back and try and make federalism 
work with sovereign state governments taking larger responsibility, or you can move, as I believe 
we will, to a national framework with states increasingly becoming service deliverers, working 
more as partners to federal or national objectives. 
… 
PETER BEATTIE: It's two things: one, it's Peter Costello trying to put up his leadership flag, but 
secondly to cover up the horrific problem we have with our balance of payments, our export 
problems.  And frankly, I think, if we are serious about cooperative federalism, which we support -
and I would support a national meeting, if you like, where we all got together and discussed the 
future direction of the States and the Commonwealth - then, if we're going to do that, let's do it on 
the basis of things that really matter, as opposed to the political posturing that we're getting from 
Peter Costello. 
LOUISE YAXLEY: So you feel a bit ambushed by this? 
PETER BEATTIE: No, not at all. I mean, we're not going to hand over the powers, full stop. I 
mean, why would we? There are some people in Canberra who've never heard of Longreach and 
Barcaldine and a lot of our regional centres.  And if Peter Costello's really serious, let's tackle the 
things that matter like health and education. Let's get rid of the overlaps, where we can't even get 
GPs located near accident and emergency, where they don't provide enough provider numbers for 
doctors, where they refuse to train enough Australians to be doctors. 
LOUISE YAXLEY: Peter Costello's Labor counterpart, Wayne Swan, says he should have acted 
sooner about the problems that he's complaining about. 
WAYNE SWAN: Every think-tank, every business organisation, everyone has been calling for 
fundamental reform to maintain prosperity. And he's been squibbing that reform because he's had 
his eye on his political prospects, not on the national interest. 
LOUISE YAXLEY: You're agreeing with him. You're saying it needs to be done. 
WAYNE SWAN: There is a need for fundamental reform in tax, in federal/state relations, in the 
skills and education of our people, and national leadership and infrastructure. All of these things 
have been squibbed by Peter Costello.  Peter Costello's the one with all the money. He's been 
engaged in the tax grab. He's got a record revenue available to him which should be invested in 
productivity enhancing reforms, but he's been sitting on his hands playing politics. 
LOUISE YAXLEY: Well, the states are getting all the GST revenue. 
WAYNE SWAN: The states are getting the GST revenue, but he is... he is getting a financial 
bonanza from the commodities boom, and he has not been investing that in the future, in nation-
building projects and in lifting productivity. 

ABC radio 
and online 
3 Jul 2006 

'Commonwealth, 
states urged to 
cooperate on 
federalism' 

The Business Council of Australia (BCA) is calling for the Federal Government and the states to 
agree on how federalism needs to be reformed in Australia's best interests.  Treasurer Peter 
Costello says the Federal Government should take control of key sectors such as tax, industrial 
relations and ports, leaving health and education to the states. 
… 
BCA deputy chief executive Stephen Munchenberg agrees reform is needed to increase 
productivity, but that teamwork is needed.  "We think that cooperation between the 
Commonwealth and the states is the only way in which Australia is going to deal with the various 
challenges that it faces now going into the future," he said.  "So these issues, while they are very 
important, they need to be sorted out cooperatively and not as argy-bargy between the different 
levels of government." 
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ABC radio 
and online 
3 Jul 2006 

'PM backs 
Costello's 
federalism 

push' 

Prime Minister John Howard is backing Federal Treasurer Peter Costello's demand for an overhaul 
in the regulation of Australian ports.  Mr Costello wants a shake-up of state-federal relations and 
has singled out the administration of ports as crucial.  State Labor leaders and the federal 
Opposition have attacked Mr Costello's plan.  But Mr Howard has told Macquarie Radio 
Australians want governments to deliver good services.  "My attitude to all of these things is if an 
existing arrangement is not producing a good outcome for Australia, we ought to change it," he 
said.  "Now particularly Peter raised the question of the regulation of ports - now I agree with him, 
the ports should be subject to a single stream of regulation." 
… 
ACT Chief Minister Jon Stanhope says the nature of the federation has changed over time and the 
role of the states and territories should be debated.  But he says that the Federal Government does 
not have the local knowledge to effectively run the affairs of other jurisdictions.  "That's not a 
model of federalism that will work and yet it seems to be at the heart of very much of the 
Commonwealth's thinking in relation to what its notion of federalism is - which is essentially just 
centralism - a central government cashed up dictating programs, dictating policies and dictating 
how states and territories will deliver services," he said. 
 
The Northern Territory Chief Minister says Mr Costello's push fails to recognise the Territory's 
unique circumstances and its remoteness.  Clare Martin says the Treasurer has a confused 
approach to what the Commonwealth's responsibilities should be.  "I think he was focusing on 
ports and saying that because you had southern ports that were congested the Commonwealth 
should run it," she said.  "Well can I just say the Commonwealth doesn't actually do service 
delivery very well at all and if the Commonwealth took over ports can you imagine where Darwin 
Port would be left. Most people in Canberra haven't heard of Darwin. They don't know about 
Darwin Port." 

ABC radio 
and online 
3 Jul 2006 

'Downer backs 
push to take 
powers from 

states' 

Foreign Minister Alexander Downer has thrown his support behind the Federal Treasurer's push to 
overhaul relations between Canberra and the states.  Peter Costello wants the Federal Government 
to take full responsibility for key areas such as tax, industrial relations and ports.  Mr Downer says 
the states have not fulfilled their responsibilities adequately.  "The fact is that the state 
governments for decades have been playing party politics and politics with the Federal 
Government of one kind or another," he said.  "They've not got good outcomes and the federal 
governments, both Labor and Liberal, have had to intervene increasingly to try to ensure there are 
better outcomes." 
… 
The chief executive of ports operator Toll Holdings, Paul Little, says national coordination is a 
good idea.  "There's no point in having some ports with capabilities that other ports don't have," he 
said. 

The 
Australian 
3 Jul 2006 

pp. 1-2 

'Federal fight 
that Peter 
knows we 

have to have', 
by Steve 

Lewis 

PETER Costello deserves a pat on the back for his ambitious plan to revamp a century-old system 
of federalism.  For Australia to remain an economic stronghold, urgent and far-reaching reforms 
are needed across key market sectors.  The states will grizzle but efficiency must be pursued and 
reforms enacted. The nation cannot afford to maintain archaic regulatory structures that fail to 
recognise the need for seamless service delivery across state borders.  Most of the key reforms of 
the past decade have emanated from Canberra, with the states often being reluctant passengers 
rather than willing advocates of change. 
 
The states, receiving more than $30 billion a year in GST revenues, clearly need to be more 
accountable. Full marks, then, to Costello for his full-blooded efforts.  But there is a major flaw in 
the Costello plan: the Treasurer himself. He insists he does not want a stoush with the states.  But 
that is what he has now got, with his call to "recast" federalism appearing more an attempt by the 
putative Lodger to broaden his image and show he has a long-term plan.  Costello, correctly, says 
he has been a long-term advocate of more efficient regulation, of ports and energy markets. But 
that means little to the Labor states, who have become accustomed to a more genteel form of "co-
operative federalism" under John Howard.  The Prime Minister and his Labor mates have formed 
an unlikely -- but highly efficient -- alliance at recent Council of Australian Governments summits. 
Costello's efforts, by contrast, appear a more assertive call-to-arms from Canberra, one that has 
angered the states and will potentially set back the reformist cause.  There is nothing wrong with 
the Costello plan. But the messenger should tone down the rhetoric and seek to work with the 
states, rather than ambush them with a take-it-or-leave-it agenda. 
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THE Labor states have lashed out at an ambitious plan by Peter Costello to centralise economic and 
regulatory authority in Canberra, labelling it a "naked grab for power".  In a quest to "recast 
federalism", the prime ministerial aspirant has challenged the states to relax their grip on key 
markets, including ports, gas, water and electricity.  The Treasurer has also flagged further 
measures to ensure the states cut business taxes in return for receiving more than $30billion in GST 
revenue.  "If we are going to be responsible for the national economy, then the commonwealth 
should have the ability to put in place a regulatory approach for things that are key to the national 
economy," Mr Costello told The Australian. "This is the task of reforming federalism. (It) won't be 
done tomorrow, won't be done next week."   
… 
As Mr Costello embarked on a deliberate strategy to broaden his image, he revealed that he hoped 
the commonwealth would eventually "take full responsibility for the national economy".  And he 
flagged further measures to ensure the states further cut their taxes, in return for receiving 
estimated GST revenues of $39 billion in 2006-07.  Regulating the ports remained unfinished 
business for the Treasurer, who had previously vented his spleen over export bottlenecks. But he 
was now going further in his pursuit of a centralised model.  He argued that Canberra should take 
full responsibility for trade practices, competition policy, energy markets and export infrastructure.  
He said it was a "long-term goal" for a single layer of economic regulation under Canberra's 
control.  "The national government is responsible (for the economy) but it doesn't have the ability 
to properly regulate," he said. 
… 
Mr Costello was also determined to press the states to cut more of their taxes, including stamp 
duties on commercial transactions, in return for receiving the GST.  "As far as the commonwealth 
is concerned, we still have not got the GST agreement observed in full," he said.  But he ruled out 
moves by Canberra to take over all aspects of the tax system, such as payroll tax. "I am not 
proposing to take over state tax bases," he said. "We are going to insist that (GST) is used to 
abolish those taxes." 
 
Big business welcomed Mr Costello's comments. The president of the Business Council of 
Australia, Michael Chaney, said the Treasurer's push to take over  
regulatory control "makes some sense". But he questioned whether it would be possible to bring 
about a single framework for either ports or energy markets. "These two areas, of all the ones he 
mentioned, are the most difficult ones," Mr Chaney said.  The BCA is urging governments to 
revamp federal/state relations, arguing they are ineffective and inefficient now. But the Labor states 
did not take kindly to the Treasurer's quest for additional regulatory power.   
 
South Australian Premier Mike Rann called it a "frightening insight into a man who is so frustrated 
in his wait for the leadership, he has now revealed his grand plan for an Australia that is centrally 
and arrogantly controlled from Canberra".  Victorian Treasurer John Brumby added: "His proposals 
are ill-conceived and appear completely at odds with the co-operative approach to national reform 
agreed to by the Prime Minister and the states."  NSW Treasurer Michael Costa was more 
supportive, agreeing there was a "desperate need" to overhaul the relationship, saying it was "too 
dependent on federal grants" to fund frontline issues such as the ageing population. 

ABC radio 
and online 
4 Jul 2006 

'Costello steps 
up federalism 

push' 

Federal Treasurer Peter Costello is stepping up his push for an overhaul of state and federal 
powers, saying changes are needed for Australia to compete on the world stage.  Mr Costello wants 
the Commonwealth to take full responsibility for key areas such as tax, industrial relations and 
ports.  This has angered the state and territory governments and two major business groups have 
expressed concern about aspects of Mr Costello's proposal.  But speaking from the Solomon 
Islands overnight, Mr Costello was not backing down.  "I think what Australians want are 
solutions," he said.  "They want to know that we as a country of 20 million people will be able to 
compete in a world against trading blocks of 300 million or more, and to do that we need the best 
possible arrangements we can get out of federalism."  Mr Costello says he is sticking to his reform 
agenda.  "We need to make sure that we put in place the arrangements which will take us through 
the next 100 years," he said. 
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* Energy, water, ports on hit list *National regime essential    
 
Prime Minister John Howard has backed the push for federal regulation of Australia's ports by 
Treasurer Peter Costello, who yesterday stepped up his call for Canberra to take greater control 
over areas of national economic significance.  But while Mr Howard supported the Treasurer's 
position on port regulation, the Prime Minister said he hoped the states would agree to a proposal 
for a national regulatory regime, raised at the February meeting of the Council of Australian 
Governments (COAG). 
 
Mr Costello took a more aggressive approach yesterday, saying he favoured the Australian 
Competition and Consumer Commission taking over responsibility for regulating access and 
pricing in major export ports. A similar approach was needed for electricity, gas and water, as 
Australia could no longer afford seven different state and federal regulators, Mr Costello said on 
his way to the Solomon Islands regional economic ministers' summit.  Mr Costello sees the issue 
of national regulation as an indication of a more profound change in the relationship between the 
federal and state governments, in which the federal government would take overall control of 
running the economy while the states delivered services.  "The federal government manages 
interest rates, the federal government manages foreign investment, the federal government is now 
taking responsibility for industrial relations," he said. "The federal government is the principal 
player in superannuation and fiscal arrangements.  "The federal government is held responsible for 
the national economy. If it's going to be responsible for the national economy, it would help if it 
were able to influence key export infrastructure and other areas which are critical to the national 
economy." 
 
Mr Howard said the way the states handled the spending of GST revenue was his "greatest 
grizzle", saying they suffered from an "unwillingness to be accountable for their own mistakes".  
But the state Labor governments hit back yesterday, saying the federal government was presiding 
over a larger costs blow-out than the states.  Victorian Premier Steve Bracks accused Mr Costello 
of trying to undermine plans to discuss the national reform agenda at next week's COAG meeting.   
 
Government sources suggested last night that while no deadline was put on the proposal for 
national regulation of ports reached in February, it was likely after of the controversy of recent 
days that the issue would now be raised at next week's COAG meeting.  Mr Costello said 
yesterday: "The key export infrastructure . . . is ports but the commonwealth is increasingly 
engaging in interstate rail and interstate road. It also means other areas of policy should have, I 
think, a national focus.  "Critical national export infrastructure has ramifications well beyond state 
borders and we will move to a situation where it will be recognised that we have to have national 
regulatory infrastructure. It's the same in relation to national markets in electricity, and gas and 
water."  The Treasurer last week put the redrawing of the federation at the top of the list of the 
public policy agenda for the next century, saying the Howard government's aim of using the GST 
to recast Australia's federal system had failed. The states were at risk of becoming mere "divisional 
service deliverers" for Canberra, he said. 
 
Asked about the negative reaction of the states to his comments on federalism, Mr Costello said 
yesterday: "It always starts that way. There was a negative reaction when we proposed a single 
corporate regulator.  "Bear in mind that as recently as 10 years ago we had state corporate 
regulators' offices doing corporate regulation.  "How did we get a national corporate regulator? 
When there were some well-known, spectacular collapses, the states found there was a lot in it for 
them to give corporate responsibilities to the commonwealth.  "What they found is on big issues 
like banking, which goes beyond state borders, or the corporation, which goes beyond state 
borders, they couldn't properly regulate them and they were only too happy for it to be passed to 
the commonwealth." 
… 
Mr Costello said the long delays in securing regulatory approval for expanded coal-loading 
facilities at the Queensland coal port of Dalrymple Bay showed why the system was not working.  
"I think it would be better if we had a single regulatory arrangements in relation to the nation's 
critical export infrastructure. Ports are our lifeblood and we would be a stronger national economy 
if that were the case.  "I think everybody who thinks about it long enough will come to that 
conclusion, and I am agitating for that conclusion. The only question is when."    
 
Mr Costello said federal cabinet had discussed the issue earlier this year and formulated a proposal 
where the ACCC would regulate access and pricing issues at key export ports. "It is access issues. 
I am not saying we ought to run the tugs, but the question of who has access to the terminal, and 
the rate of return which governs the level of investment."  The federal government asked the states 
to accept a national regulatory regime for export ports at the COAG meeting in February, but the 
states did not accept the plan.  At the time, Mr Howard said: "The commonwealth is of the view 
that there would an advantage in a single national regulator, particularly in relation to export 
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infrastructure, and we reserve the right to legislate in that respect, although we would want to see 
how the new arrangements operate in relation to that."  Mr Costello said yesterday that the 
proposal was "still on the table", but he would not say whether the commonwealth would consider 
imposing it unilaterally if it was not able to be introduced by agreement with the states.    
 
Asked whether the commonwealth would insist that the states agree to the proposal in return for 
Canberra's agreement to the so-called national reform agenda being pushed by the premiers, he 
said: "I am not putting forward quid pro quos.  "Can I just say to you, a moment's thought will lead 
you to this: we are a country of 20 million people, we are competing in a world against countries 
of 300 million; if you think you can run a successful economy of 20 million people with seven 
access regulators and seven utilities regulators, good luck.  "But I think it will be a great challenge 
myself." 
 
ONE MIND 
How John Howard backed Peter Costello on federalism    
 
TREASURER PETER COSTELLO:    
'I would like the commonwealth to take full responsibility for the national economy in relation to 
tax, in relation to interest rates, in relation to growth, in relation to jobs, in relation to industrial 
relations.'  'And I would like to see the states, with their large and growing revenue base, take 
responsibility for other areas like health and education.'  'How can we take responsibility for our 
export infrastructure and our trading position if we don't have regulatory responsibility for ports? I 
think we should have.' 
 
PRIME MINISTER JOHN HOWARD:    
'People want a good outcome for Australia and my attitude to all of these things is if an existing 
arrangement is not producing a good outcome for Australia we ought to change it.'  'I agree with 
him. The ports should be subject to a single stream of regulation.'  'States are suffering from an 
unwillingness to be accountable for their own mistakes.'  'What we need to do is to eliminate the 
overlaps in health and we've come some way towards doing that.'  
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PETER Costello took a swipe at the states on Sunday, saying that as Canberra was responsible for 
the national economy, the federal government should have regulatory authority over our engines of 
economic growth, including export infrastructure and energy. The Treasurer's irritation is 
understandable. He endured the political pain caused by introducing the GST, which gave the 
states the growth tax they had demanded for decades. Yet Mr Costello has had to put up with some 
premiers complaining that they are being short-changed by Canberra, while simultaneously under-
investing in infrastructure and squandering their GST income on public sector pay rises. But with a 
crucial Council of Australian Governments meeting just weeks away, Mr Costello's attack served 
no purpose other than to draw fire. Queensland Premier Peter Beattie replied that he would not 
surrender control of his state's ports. And NSW Treasurer Michael Costa said he would hand over 
health if Canberra left education to the states, adding, as usual, that he needed more money.    
 
It was as informative as the sound of cats snarling in a sack. But it was typical of the way politics, 
rather than policy, dominates the debate on how the states and Canberra should reform our federal 
system of government, now in its second century and showing its age. That there are seven rail 
regulators in Australia, with 22 different communication systems used on trains, is an example of 
the follies of old-fashioned federalism. It is a decade since the start of COAG's supreme 
achievement, National Competition Policy, which saw the states reform the rorts and government-
endorsed sweetheart deals that protected vested interests on their respective patches. And a second 
wave of fundamental reform to the administration of everything from electricity to education is 
overdue. Despite endless arguments, there is no nationally applied approach to water allocation, 
hospital administration or transport integration. But while Mr Costello complains about the states, 
his own Government is in the easy position of controlling tax revenue, which it doles out to the 
states, often according to its own agendas. Canberra raises 80 per cent of total taxes but accounts 
for only 54 per cent of total government outlays. The states, in contrast, spend 40 per cent of our 
taxes, while collecting only 16 per cent of them. And given the way John Howard spent $100 
million a minute in his policy speech for the last election, Mr Costello is in no position to point to 
profligacy in the states.    
 
There are two ways to reform federalism. One is to let the states levy their own income taxes. But 
the premiers were petrified when former prime minister Malcolm Fraser offered them this option a 
generation back, and it is a fair bet that they prefer complaining to taking responsibility for raising 
more of their own income. The other is much more likely. When COAG meets in the middle of the 
month, the premiers and Prime Minister must commit to a new round of reform. It does not matter 
whether services are provided at a state, federal or, come to that, regional level, as long as the 
inefficiencies inherent in multiple ministers arguing over just about everything ends. Victorian 
Premier Steve Bracks has produced a series of reports recommending ways to make federalism 
more efficient and accountable, especially in health, education and training. Written from one 
state's perspective, his proposals for tying federal funding to agreed outcomes will not please 
everybody, but they demonstrate ways that federalism can be fixed for the 21st century. It all 
depends on whether the Prime Minister, premiers and chief ministers want COAG to focus on 
building a better future, or simply squabble over the spoils generated by past reforms. 
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NICK Minchin is the hard man of the South Australian Liberal Party, a close ally of John Howard 
and the finance gatekeeper who keeps watch on ministerial profligacy. Occasionally, he also likes 
to muse with his colleagues that he is the last remaining supporter of states' rights in cabinet.  
Because it's abundantly clear that this Government, under the guidance of John Winston Howard, 
has been about centralising power.  Peter Costello is continuing the trend. Forget the hoopla about 
"recasting federalism". This is about stripping power from the states, giving Canberra a much 
bigger regulatory lever to ensure the economic wheels keep turning.  Liberal MPs know this quest 
for centralised power is at the expense of traditional support for states' rights. That much is clear. 
What is less obvious is why the Treasurer is getting excited about this particular area of reform. It 
hardly represents a populist route to the Lodge.   
 
Costello's latest outburst had senior -- very senior -- Liberal figures scratching their heads, trying 
to work out why he was getting all worked up. Roads, petrol prices, interest rates, Big Brother: 
these issues strike a chord. But reforming Australia's century-old system of government is a minor 
issue for the vast bulk of the populace. Why, then, is Costello going to all this bother?   
 
I think he's caught between his role as Treasurer and his desire to be the nation's leader. He wants 
to break out of the mould but knows everything he does is seen through the prism of his leadership 
ambitions.   
 
Reforming federal-state relations can be argued as an economic necessity, an important area of 
reform to ensure Australia's ongoing prosperity. However, Costello's quest has been somewhat 
clumsy. He has raised the issue of fundamental reform of Australia's federal system and now faces 
the challenge of spelling out, in some detail, how he plans to go about it.   
… 
It is naive in the extreme to expect the states to react with mild bemusement rather than outright 
hostility. It also undermines his efforts to be seen as a reformist statesman with the nation's best 
interests at heart. As the Prime Minister argued yesterday, people don't care a hoot which layer of 
government delivers the service, they just want to see an end to buck-passing and name-calling.   
… 
The Treasurer does have some consistency on the issue. After all, he campaigned for an overhaul 
of regulatory arrangements on ports when the Dalrymple Bay imbroglio flared up last year. In July 
last year, Costello flagged plans for the commonwealth to take over price-setting regulation for 
ports and other critical infrastructure facilities.  He has been a consistent critic of the states' 
spending of the GST billions that have come their way since June 2000.  Clearly he believes there 
are votes in the issue; if not out there in punter-land, at least with his Coalition colleagues, who are 
eyeing the leadership dynamic closely during the winter parliamentary break.  The Treasurer is 
marking out territory to show he has a bold reform agenda, that he has ideas different from the 
incumbent, most noticeably on Australia becoming a republic.  Costello's challenge is to show that 
he has a properly thought-out reform agenda to work through; that his musings on federalism are 
more than another thought bubble from the putative Lodger. Working up a detailed plan to reform 
federal-state relations will show his colleagues that he is prepared to make the tough decisions, to 
take on vested interests, and that he has the hunger to implement a bold reform agenda.   
 
In Costello's favour, he is talking reform as the Government is looking a tad tired, if not fatigued. 
It appears inevitable that Minchin will have to defer any retail float of Telstra, and the prospects 
for media reform are not good. On top of last month's decision to scrap the Snowy Hydro sale, the 
Government is looking somewhat jaded. Maybe this is reflected in today's Newspoll, which shows 
a slide in support for the Coalition and the Prime Minister. 
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FEDERAL Treasurer Peter Costello is both right and wrong in his desire for the federal Government taking 
over the economic functions of the states.  He is right that the states have squandered their substantial reform 
bonus. Since the introduction of the goods and services tax in 2000 the states have received about 20 per 
cent more than expected, equalling $70 billion in unanticipated revenue.  Instead of using their windfall to 
continue the process of reform and sustain the good economic times, they have expanded the size of 
government and increased the numbers and salaries of public servants.  A measure of the premiers' 
profligacy is that despite the windfall of the GST three states, including NSW, are now running deficits. 
 
While the premiers have talked the talk of reform, they have failed to walk the walk. The only reason there 
has been any reform at all at the state level is because the premiers are the recipients of financial bribes from 
the federal Government via the National Competition Policy.  For example, efforts to remove transport 
infrastructure bottlenecks -- essential if our export performance is to be maintained -- are caught up in 
endless meetings of federal-state committees. The Coalition's efforts at improving workforce productivity 
through Work Choices have been opposed by Labor premiers campaigning hand-in-glove with the ACTU.   
 
It's no wonder that the Treasurer is frustrated. He has signalled that he refuses to sit on his hands and watch a 
once-in-a-generation opportunity wasted; even if taking this opportunity means fundamentally altering the 
balances in our system of government. He's correct when he acknowledges that Australian federalism is a 
mess wracked with overlap and duplication, opaque lines of responsibility and petty power plays.  But the 
answer is not to junk federalism and turn the states into little more than glorified local councils, as Costello 
has implied. No level of government has all of the answers. The reform record of the federal Government 
can be as bad as that of the states.    
… 
Certainly, federalism can be improved by cutting back on overlap and duplication and ensuring clear lines of 
responsibility, and this is part of what the Treasurer has suggested.    
 
A single approach to regulating infrastructure is appropriate, but the objective should not be just to pass 
control over to the commonwealth. The aim must be to shift ownership of infrastructure as much as possible 
into the more competitive private sector. 
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Ross Peake 

Treasurer Peter Costello yesterday pitched his proposal to revamp federalism and make Australia more 
competitive on the international stage. Speaking in the Solomon Islands, he said nobody could pretend the 
federal system was working for Australia. ''To think that you can divide a national economy of 20 million 
into sub-sets and get optimal results is the thinking of last century, it is not the thinking of the next century, 
this century.'' Mr Costello's call to recast federalism has sparked a row ahead of next week's summit of 
federal, state and territory leaders, the Council of Australian Governments meeting. The last COAG meeting 
reached an in-principle agreement to have national regulatory arrangements for economic infrastructure. 
''We can do regulation of port access and pricing through seven different institutions, [but] I don't think we 
can afford seven different institutions in a country of 20million people,'' Mr Costello said.   
 
''I would like to see this done by one competent institution, that is the kind of decision-making that I would 
like to see come out of that [next COAG] conference.'' As Mr Costello advanced his argument, Prime 
Minister John Howard was forced to back away from any suggestion he was threatening to change the GST 
agreement with the states and territories. Mr Howard said there was no proposal before Cabinet to alter the 
agreement to place conditions on how the states and territories spent the $39 million to be distributed this 
financial year. But Mr Howard has been highly critical of the way the states and territories spent their money 
and believed they were not held accountable for their own mistakes with hospitals or schools. ACT Chief 
Minister Jon Stanhope said it was up to the states and territories to decide how to spend the GST. ''The GST, 
as the Commonwealth was at great pains to point out at its introduction, is a state tax,'' he said. ''That said, 
GST does not flow directly to the states and territories, it comes via the Commonwealth Grants Commission, 
which distributes funding according to the assessed level of need and costs. ''This is how revenue has flowed 
from the Commonwealth to the states for some decades. ''As to the suggestion that the states and territories 
aren't spending the money in the way the Commonwealth would like - well, what would you expect a federal 
Liberal government to say about states and territories all held by Labor governments? ''It's pure politics.'' 
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Spring of 
Chiswick, 

NSW 

MOST TALKED ABOUT    REFORM OF FEDERALISM 
TOP of the list of changes necessary to the federal system should be a transfer of primary responsibility for 
major infrastructure from the states to the federal government.  The advantage of the federal government 
taking over infrastructure responsibility is that this would create tax revenue support for capital spending. 
The commonwealth would receive tax revenue from day one of the planning and construction of a project. 
Later it would earn substantial, permanent and ongoing tax revenue, the "tax dividend", from the new 
investment, lifting national productivity and increasing GDP.  The funding of projects such as urban rail 
transport, where only low/no operating returns can be expected, are basically unaffordable to the states, yet 
we seem to be the only country in the world which leaves primary responsibility for major infrastructure 
with the states. Having done things this way has surely been a factor in our serious underinvestment in 
infrastructure in recent decades.  Full federal funding of major infrastructure can be achieved without 
constitutional change. A simple agreement with the states should suffice. This should be a key subject for 
consideration at the next COAG meeting. 
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