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Chapter 2 

Past Estimates of the Financial Benefits of New States 
and Regional Government Models 

 

 

New State proposals pre-dated Federation in the form of New Colony proposals.  No New State 

has ever been formed in Australia, however, despite numerous attempts to establish one or more 

New States since Federation.  Plans to establish a system of Regional Governments in Australia 

have also been unsuccessful to date.  Chapter 2 examines past claims and estimates of the 

financial viability and benefits of New States models and three Regional Government models 

which have been proposed for Australia in past years, and the arguments and rationales which 

have supported such claims and estimates. 

 
New States advocates have acknowledged the prima facie concern that additional States would 

add to the overall cost of government in Australia, and have often emphasised non-financial 

benefits, especially in terms of development and security at both national and regional levels.  A 

major concern of New States advocates, therefore, has been to at least "break even" on the 

question of financial cost, in the hope that the non-financial benefits of New States would 

generate decisive support.  This chapter traces the evolution of detailed comparisons, estimates 

and supporting rationales which New States supporters employed repeatedly, in well organised 

pamphlets and otherwise from the 1920s to the 1970s, to overcome cost concerns and generally 

establish that New States would be financially viable and beneficial net of costs for proposed 

New State areas and Australia as a whole.  Appendix 2A describes a selection of plans for New 

States, or New Colonies prior to Federation, and provides a compilation of recent media report 

extracts (from 1989 to 2006) which show that there is still significant support for New States in 

North Queensland, New England and other parts of Australia. 

 
Several Regional Government models, occupying varying positions along the unitary-federal 

continuum, have been proposed for Australia since Federation, and three of these models are 

briefly examined in this chapter alongside New States plans because they include regional 

parliaments or legislatures and at least some degree of federal character, and they envisage 

Regional Government units in numbers exceeding the current eight States and Territories, so 

they generally resemble New States plans.  Several of the Unification proposals described in 

Chapter 3 include Regional Government plans and visions for decentralisation (see especially 

Consandine's 50 region model, as described in Chapter 3, and the Steel and Labor party plans 
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described in Appendix 3C), but are considered insufficiently federal in character to include in 

this chapter.  Appendix 2B provides further descriptions of the Regional Government models 

briefly assessed in this chapter. 

 
This chapter has seven sections, the first five of which examine past claims and estimates of the 

financial benefits of New States, especially those of the pre-eminent New States advocates Sir 

Earle Page and Ulrich Ellis.1  The first section assesses the argument that smaller States are 

financially and generally superior to larger States.  The second examines a series of comparisons 

employed by New States advocates to demonstrate that New States would be large enough and 

wealthy or productive enough to achieve financially viability and benefits net of costs for their 

own areas and Australia as a whole.  The third examines costs and risks associated with 

metropolitan concentration, centralisation and congestion which New States advocates believe 

can be overcome, to some extent at least, by New State formation.  The fourth considers claims 

that New States can achieve net benefits if New State formation is accompanied by the transfer 

of one or more government functions from the States and Territories to the Commonwealth, and 

briefly describes the common emphasis on decentralisation and convergent evolution generally 

among New States, Regional Governments and Unification models.  The fifth reviews recent 

estimates of the financial benefits or costs of New States that were obtained using methods 

similar to those described later in Chapter 10.  The sixth examines claims and estimates of the 

financial benefits of three Regional Government models developed in recent decades.  The 

seventh section then concludes the chapter. 

 
 
The Argument that Smaller States are Better 
 
Noting that a New England New State would have a land area approximating that of Victoria, 

Page (1924: 3) claims that Victoria's land area is especially apt and that States of smaller land 

area are superior to those of larger land area, both financially and generally.  The "ideal State", 

according to Page (1921: 3), "was one in which no part of the State would be more than 200 

miles from the seat of Government".  This section examines arguments and data employed by 

Page and others to support the contention that smaller States are better than larger ones. 

 
"The main cause of the high cost of Government", according to Page (1921: 4), "was the 

duplication of Federal and State services".  Small States, however, "could consider their pocket 

before their dignity" (Page 1921: 4), and could benefit from their many virtues (Page 1931: 8): 
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Smaller legislatures will have a smaller range of legislation to examine and laws will tend to 
have increased efficiency.  The local people will be nearer their administrative centre.  Their 
politicians and parties will be pledged to local development policies, and as the smaller areas 
will have a greater community of interest, party politics will tend to disappear as it does in local 
governing bodies, where the main interests are local development projects ...  With a less[er] area 
to concern them, the legislators will have more time to devote to various problems peculiar to 
their own area instead, as at present, of their own problems having to give place, periodically, to 
the problems of other areas hundreds of miles distant, in which they are not interested. 

 

Larger States are more costly to administer and more difficult to govern "wisely and efficiently", 

according to Page (1923: 7-8; see also Ellis 1964: 28), because there is less personal interest, 

participation, "civic spirit", "local patriotism", and effective supervision and oversight "in 

government at great distances".2  Local self-government in the form of a New State can bring 

"the administration into close contact with its problems" and hence "provide opportunities for 

the mobilisation of the local knowledge of local resources which do not exist under the present 

large States of Australia" (Page 1924: 2).  Smaller States can also achieve savings "by having 

smaller houses of parliament", Page (1931: 7) claims, "especially if they limit the number of 

sitting days, and insist that the people shall have greater control of taxation and borrowing". 

 
"The formation of smaller States was the natural corollary of Federation", according to Page 

(1921: 3), but Australia "had refused to be guided by the experience of American sub-divisions".  

The United States "began with 13 States, each roughly the size of England", and each of its New 

States, according to Page (1950: 97), has "mobilised local knowledge and local enthusiasm in 

utilising and developing local resources", and hence contributed to the "rapid many-sided 

development" of the States and country as a whole.  Arthur Calwell (quoted by Ellis 1961: 83) 

claimed similarly, as leader of the Federal Labor Opposition in 1950, that "one of the reasons for 

America's greatness" was its division "into 48 separate States".3

 
Ellis (1948a: 24-25; 1950: 23, 26, 36; 1961: 77-78, 83; 1966: 3-4) frequently draws on the 

American States to argue in favour of the viability of a New England New State.  He noted in 

1950 that New England's land area of 64,000 square miles approximated the 62,022 square 

miles average of the 48 American States (Ellis 1950: 36).  And he later observed that 28 of 

America's 50 States were smaller in land area than New England (Ellis 1961: 77-78).   

 
Page employs various data to support his argument that States with smaller land areas are 

generally superior to those of larger land areas, as summarised in Table 2-1 below. 
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Table 2-1:  Data Employed by Page to Argue that Smaller States are Better 

State Land Area 
(sq. miles) 

Population 
Per Square 

Mile 

Cost of 
Government 

Per Head 

Mileage of 
Railways 

(government 
and private) 

Per 1,000 
Square Miles

Production 
Per Square 

Mile 

Expenditure 
Per Square 

Mile 

Direct 
Taxation 

VIC 87,884 18.29 £1/5/8 49.78 miles £1,163 £365 £2/10/4 
NSW 309,432 7.08 £1/11/8 17.70 miles £428 £153 £3/10/8 
SA 380,070 1.36 £2/9/3 10.54 miles £79 £28 £3/6/0 

QLD 670,500 1.20 £3/0/2 9.18 miles £76 £23 £4/17/11 
WA 975,920 0.36 £5/0/6 4.99 miles £21 £10 £2/17/9 

Source: Page (1923: 5-7) 
 

Whilst the direct taxation figures display no clear pattern, Table 2-1 generally reveals a very 

regular pattern in which population per square mile, mileage of railways per 1000 square miles, 

production per square mile and expenditure per square mile all increase as land area decreases, 

and cost of government per head decreases as land area decreases.  It is hence argued (Page 

1923: 5-7; 1924: 2) that "the smallest area of Victoria is the most cheaply governed per 

inhabitant"; "the increase in the cost of government per head of population in the other States 

bears an approximate ratio to the size of the State"; and "the largest State has the highest cost".  

Page (1923: 6-7) claims that "Victoria is five times as well served with railways as Queensland, 

and ten times as well served as Western Australia", and adds that whilst Queensland is eight 

times larger than Victoria in land area, "Victoria spends 16 times as much on its development 

per square mile and on the comfort of its inhabitants per square mile", and Queensland also "has 

the doubtful privilege of paying nearly twice as much per head in direct taxation to get 18 times 

as little done".4  It is further claimed (Page 1924: 1-2) that "the effective occupation of 

Australia" diminishes "directly as the size of the State increases above a certain limit" – in terms 

of population, "production, railway facilities and development per square mile", and that "the 

reduction of the area controlled" has generally "reduced the cost of government per head of 

population" and "enormously increase[d] the production per square mile". 

 
Whilst the comparisons in Table 2-1 have at least some face value validity, Page's use of such 

comparisons are clearly problematic.  Their validity is probably diminished by the omission of 

Tasmania – the smallest State by far in land area, the emphasis on land area at the expense of 

seemingly more substantive per capita comparisons, and the somewhat inconsistent mixing of 

per capita and land area based figures.  In a 1955 paper titled 'The Economics of New States', 

Belshaw (1955: 51) challenges the validity of various comparisons that have been employed by 

Page and others in support of New States, claiming that comparisons based on "volume and 

value of production" are of limited value.  It is equally clear, however, as shown in following 
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sections in this chapter, that comparisons of States in terms of per capita measures are genuinely 

significant, and that such comparisons have convincingly demonstrated that New England, 

North Queensland and other areas have possessed financial capacity sufficient to operate as 

viable New States – in past and present times alike. 

 
Page (1923: 5) explains that Tasmania is left out of these comparisons "for the sake of 

simplicity", and acknowledges that Tasmania "stands intermediately between Victoria and New 

South Wales" in all of these comparisons, hence constituting a departure from the general 

pattern evident in Table 2-1.  He claims that Tasmania's anomalous standings in these 

comparisons is "due, no doubt, to its isolation, and being, to some degree, out of the main stream 

of Australian development" (Page 1924: 1; see also 1923: 5), a view that is quite strongly 

supported by research on the economic impacts of geographic isolation (see Chapter 5 and 

Appendices 5C and 5F).  Geographic isolation and uniqueness arguments, however, could also 

disqualify Western Australia from these comparisons.  The omission of Tasmania alone 

therefore seems less than fully defensible.  Such omission contrasts with later analyses by Ulrich 

Ellis and others which employ recommendations by economist Colin Clark to argue in favour of 

less populous States generally and Tasmania as an ideally populated State in particular.5  Ellis 

(1958: 17) observes that: 

Colin Clark, an Economist with a world reputation ... was prepared to assert "that once you have 
reached a total population of 250,000 you have a complete social and political unit which is 
capable of providing itself with all the services it needs, of performing all the necessary 
functions of a State under the Australian Constitution and of providing a satisfactory social unit 
for giving its citizens reasonable opportunity for economic and cultural development."  
"Tasmania," he said, "is in some respects one of the most enterprising of the Australian States.  ...  
Therefore I suggest that whenever an area reaches a population of around 150,000 to 200,000 a 
New State could be created and a further subdivision could be made when the population reaches 
substantially beyond 250,000." 

 

Table 2-2 below displays per capita measures calculated using Page's own data and Australian 

Bureau of Statistics (ABS) population figures, but absent in Page's comparisons as in Table 2-1. 

 
Table 2-2:  Per Capita Comparisons Based on Page's Comparisons 

State 
Land Area 

(square 
miles) 

Estimated 
Population 
at 30 June 

1923 

Total 
Production 
(million £) 

Total 
Expenditure 
(million £) 

Total 
Mileage of 
Railways 
(miles) 

Production 
Per Head 

(£) 

Expenditure 
Per Head (£) 

Mileage of 
Railways 
Per 1,000 

People 
VIC 87,884 1,607,768 102 32 4375 64 20 2.7 
NSW 309,432 2,202,101 132 47 5477 60 21 2.5 
SA 380,070 516,880 30 11 4006 58 21 7.8 

QLD 670,500 792,052 51 15 6155 64 19 7.8 
WA 975,920 351,156 20 10 4870 58 28 13.9 

Sources: Page (1923: 5-7) and ABS population data (from Cat. 3105.0.65.001, Australian Historical Population 
Statistics).  Populations at 30 June 1923 have been employed as they most closely match the populations estimated 
by multiplying land areas and populations per square mile in Table 2-1 above. 
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The three rightmost columns in Table 2-2 show that on a per capita or "per head" basis, 

Victoria's situation is far less exceptional than is claimed by Page in terms of land area.  

Victoria's production per head is still above the average of the five mainland states, but is 

matched by the State with the second largest land area, Queensland.  Whereas Victoria's 

expenditure per unit of land area was by far the highest of the five mainland States, its 

expenditure per head was the second lowest, ahead of only Queensland.  And whereas Victoria's 

railway mileage per unit area was by far the highest among these five States, on a per capita 

basis Victoria's railway mileage is again the second lowest, being just slightly higher than that of 

New South Wales. 

 
Page (1931: 7) places particular emphasis on the comparison between Victoria and New South 

Wales, and claims that Victoria is superior to New South Wales in terms of "the occupation and 

development of each State, their taxation, debt, and facilities provided by the government".  

Table 2-3 reproduces Page's (1931: 7) comparison between Victoria and New South Wales 

based on 1924 figures, but also includes additional rows (the lowermost four rows) containing 

the population at 30 June 1924 and per capita production values. 

 
Table 2-3:  Comparison Between NSW and VIC 

Measure NSW VIC 
Primary Production (£) 83,900,000 58,700,000 

Secondary Production (£) 48,000,000 43,000,000 
Primary Production per square mile (£) 270 669 

Secondary Production per square mile (£) 157 494 
Total Production per square mile (£) 427 1,163 

Population at 30 June 1924 2,247,811 1,641,226 
Primary Production per person (£) 37.3 35.8 

Secondary Production per person (£) 21.4 26.2 
Total Production per person (£) 58.7 62.0 

Sources: Page (1931: 7) and ABS (Cat. 3105.0.65.001, Australian Historical Population Statistics). 
 

Using the gross production and "per square mile" comparisons as above, Page (1931: 7) claims 

that there are at least two regions in New South Wales that match Victoria in land area and 

natural resources and would also match Victoria in production per square mile if granted 

Statehood when Victoria became a State, and hence the facilities needed "to stimulate their 

development". 

 
Victoria's primary, secondary and total production significantly exceed that of New South Wales 

on a "per square mile" basis, but Table 2-3 also shows that these two States are much more 
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evenly matched on a "per person" basis, with New South W achieving slightly superior primary 

production outcomes. 

 
The brief examinations in this section suggest that clearly significant per capita comparisons 

provide a very different story to the "per square mile" comparisons – of questionable relevance – 

which Page emphasises, and that Page's "smaller States are better" claim is therefore somewhat 

suspect.  Page deserves credit, however, for introducing State comparisons to demonstrate New 

State viability.  Ironically, it eventually emerges that arguments based on per capita measures 

become arguably the most powerful in support of New States in both New England and North 

Queensland, as described in the next section. 

 
 
Comparisons Demonstrating New State Viability and Benefits 
 
New State advocates provide compelling demonstrations that a New England New State could 

support itself financially and generally, by virtue of its significant population and gross 

production capacity, and its especially high per capita production and income levels.  Such 

demonstrations will now be examined along with associated claims that proposed New State 

areas were actually subsidising other parts of their respective States and Australia as a whole, 

and that New States would generate benefits not only for their own areas, but also for the 

remaining parts of their current States and Australia as a whole. 

 

The Argument that New England is Large Enough to Form a Viable New State 
 
In a comprehensive submission to the Royal Commission on New States in 1924, Page presents 

highly significant comparisons which demonstrate that the Northern New South Wales area was 

easily large enough to form a viable New State in terms of its land area, population, and 

industrial production.  In terms of land area, Page (1924: 3-4) observes that the proposed New 

State, at 110,000 square miles, is larger in land area than Victoria, New Zealand, several 

European countries, all but four of the States of the USA, and the average Chinese province, and 

that "undoubtedly, from the point of view of extent can be said to have proved its case to be an 

area capable of self-government".  Page (1924: 4) also observes that the population of the 

proposed New State area, at approximately 359,000, "compares very favourably with the present 

population of the States of South Australia 524,748; Western Australia 353,815, and Tasmania 

219,074", and comfortably exceeds the populations of all Australian States at the time of their 

establishment.6  Numerous American States and at least three Canadian Provinces also began 
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with populations significantly less than the 359,000 in the proposed northern New State area 

(Page 1924: 5). 

 
Page (1924: 6; see also 1-2) compares the proposed northern New State area favourably with 

Victoria in terms of land fertility, primary produce diversity, coal quality, hydro-electric 

potential, and mineral and water resources generally, and claims that industrial production per 

square mile in the New State area would at least match that of Victoria, and would hence be 

£127,000,000 or greater, instead of the £20,000,000 actually achieved (in or around 1922-23), 

"if it had a local system of administration providing the necessary facilities for connecting its 

various mutually inter-dependent districts to each other, and properly mobilising their resources". 

 
As discussed previously, Page's analyses generally lack comparisons on a per capita basis, but 

provide sufficient data to establish per capita estimates and comparisons.  Table 2-4 below 

reproduces total production data (which appear to be 1922-23 estimates, and are assumed so 

here) provided by Page (1924: 6), along with 30 June 1923 population estimates, derived per 

capita production estimates, and land area measures similar to those Page (1924: 6) includes. 

 
Table 2-4:  Production Levels of Existing States and the Proposed New State in 1922-23 

State 

Land 
Area 

(square 
miles) 

Estimated 
Population 
at 30 June 

1923 

Primary 
Production = 

PP 
(£) 

Secondary 
Production = 

SP 
(£) 

Total 
Production = 

TP 
(£) 

PP 
Per 

Square 
Mile (£)

SP 
Per 

Square 
Mile 
(£) 

TP 
Per 

Square 
Mile 
(£) 

PP 
Per 

Capita 
(£) 

SP 
Per 

Capita
(£) 

TP 
Per 

Capita
(£) 

TAS 26,383 220,089 7,361,167 2,485,340 9,846,507 279 94 373 33.4 11.3 44.7 
New State 110,000 359,000 20,011,000 0 20,011,000 182 0 182 55.7 0.0 55.7 

VIC 87,884 1,607,768 58,776,134 43,455,892 102,232,026 669 494 1163 36.6 27.0 63.6 
NSW 309,432 2,202,101 83,903,735 48,838,519 132,742,254 271 158 429 38.1 22.2 60.3 
SA 380,070 516,880 20,582,390 9,602,692 30,185,082 54 25 79 39.8 18.6 58.4 

QLD 670,500 792,052 38,295,957 12,464,777 50,760,734 57 19 76 48.4 15.7 64.1 
WA 975,920 351,156 16,942,791 3,903,886 20,846,677 17 4 21 48.2 11.1 59.4 

All 6 States 2,450,189 5,690,045 225,862,174 120,751,106 346,613,280 92 49 141 39.7 21.2 60.9 
Sources: Page (1924: 4-6), ABS (Cat. 3105.0.65.001, Australian Historical Population Statistics), and Ellis (1970: 46) 
for Tasmania's land area. 
 

Table 2-4 shows that the proposed northern NSW New State area achieved higher primary 

production levels in 1922-23 than all other States on a per capita basis, but its total per capita 

production level was below that of all States except for Tasmania. 

 

Comparisons between Proposed New State Areas and Existing States 
 
New States supporters have frequently drawn attention to the fact that the proposed New 

England New State area comfortably exceeded Tasmania in population, land area and industrial 

output, and all States in terms of per capita production levels (see, for example Ellis 1948a: 44-
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45; 1970: 45; see also Page 1950: 106).  Similar observations have been made in respect of a 

proposed North Queensland New State (Ellis 1955: 5-6). 

 
Ellis (1970: 45) notes that the Federal Royal Commission on the Constitution recommended in 

1929 that a New State could be formed if its land area at least matched that of Tasmania, and 

that a NSW Parliamentary Committee on the Constitution recommended similarly in 1958 that a 

New State could be established if it matched or exceeded Tasmania in either land area or 

population.  The proposed New England New State satisfied these requirements in 1970 as its 

land area and population exceeded that of Tasmania, and its gross production was also greater 

than that of Tasmania (Ellis 1970: 45).  Ellis (1950: 38-39) also observes that New England's 

1947-48 population of 620,185 approximates that of South Australia (646,073) and exceeds that 

of Tasmania (257,078) and Western Australia (502,480), and that New England's total 

production of £98,456,000 in 1947-48 is significantly higher than that of Western Australia 

(£68,800,000) and Tasmania (£29,215,000), and only slightly lower than that of South Australia 

(£107,900,000) and Queensland (£126,800,000).7  It therefore follows, according to Ellis (1961: 

63), that "if the existing States of S.A., W.A. and Tasmania have the capacity to govern 

themselves, the Seventh State would be able to do so, even on higher standards", and that "those 

three States have functioned as such for more than 60 years with far less population than New 

England and were self-governing long before that".8

 
New England's population had fallen slightly below that of Western Australia and well below 

that of South Australia by the early 1960s (Ellis 1964: 44), but Ellis (1964: 11; see also 1967: 35, 

37) is still able to employ South Australian comparisons to strongly support the case for a New 

England New State.  He observes (Ellis 1964: 11; 1967: 35, 37) that the proposed New England 

New State area compares very favourably with South Australia in terms of rainfall, arable land, 

hydro-electric potential and coal resources, and could hence match or exceed South Australia's 

industrial development and progress generally if granted Statehood and self-government and 

associated financial advantages through loan council allocations, Commonwealth grants and 

State revenues.9

 
As explained in Appendix 2A (see Figures 2A-10 and 2A-11), the Newcastle-Hunter region has 

generally been excluded from New England areas considered for Statehood since the 1967 New 

State referendum defeat (Ellis 1970: 34-35, 40-45).  The population of the revised New England 

area was only slightly greater than that of Tasmania in the late 1960s, but the superiority in 

terms of per capita production remained, as shown in Table 2-5 below. 
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Table 2-5:  Ellis' Comparison of New England and Tasmania in the late 1960s  

Measure New England New State Tasmania 
Gross Production (1967-68) $433,139,000 $346,603,000 

Population (June, 1969) 403,440 388,500 
Area (square miles) 72,073 26,383 

Production per head (1967-68) $1,085 $907 
Source: Ellis (1970: 46) 
 

Arguments supporting New England Statehood on the basis of land area, population and gross 

production levels have gradually lost strength as New England's population growth has lagged 

behind that of other States, and such arguments became less compelling again following the 

exclusion of the Hunter region after 1967.  Arguments based on per capita production levels, 

however, remained strong for many years.  Table 2-6 below summarises per capita production 

comparisons which Ellis presents in six papers between 1952 and 1970. 

 
Table 2-6:  Per Capita Production Comparisons 

Financial Year 1950-51 1954-55 1960-61 1962-63 1964-65 1967-68 
Currency Used £ £ £ £ $ $ 

New England (NE) 282 314 393 388 1009 1085 
NSW minus NE (NSW – NE) 243 270 355 354 869 977 

VIC 240 285 362 358 882 971 
QLD 198 250 295 284 699 827 
WA 245 254 318 335 719 1031 
SA 254 276 296 320 807 862 

TAS 202 261 318 311 809 907 
AUSTRALIA 238 277 340 339 832 940 

  As above but relative to Australia = 100 
New England 118 113 115 114 121 116 
NSW – NE 102 98 104 104 104 104 

VIC 101 103 106 106 106 103 
QLD 83 90 87 84 84 88 
WA 103 92 93 99 86 110 
SA 106 100 87 94 97 92 

TAS 85 94 93 92 97 97 
AUSTRALIA 100 100 100 100 100 100 

  New England (NE) relative to other States set to 100 
NE relative to (NSW – NE) = 100 116 116 110 110 116 111 

NE relative to VIC = 100 118 110 108 108 114 112 
NE relative to QLD = 100 143 126 133 137 144 131 
NE relative to WA = 100 115 123 123 116 140 105 
NE relative to SA = 100 111 113 133 121 125 126 

NE relative to TAS = 100 140 120 124 125 125 120 
Sources:  Ellis (1952: 45; 1957: 34; 1961: 64; 1964: 44; 1967: 37; 1970: 46) and ABS (Cat. 3105.0.65.001, 
Australian Historical Population Statistics). 
 

The comparisons in Table 2-6 show that the New England New State area "produced more per 

head than the Australian average and more than any other State" (1961: 63) in all years 
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considered, and hence strongly support claims that the people of New England "have established 

national leadership in the field of production income earned per week" (Ellis 1964: 43), and that 

"if the people of other States have the income capacity to support self-government, then the 

people of the New State have a greater capacity" (Ellis 1970: 46; see also 1967: 37). 

 
The fact that New England's industrial production has been higher than that of all other States on 

a per capita basis, as shown in Tables 2-5 and 2-6, has led to claims that New England has 

financially subsidised the remainder of New South Wales and Australia.  Ellis (1961: 64; 1964: 

44) laments that New England is "Australia's best wealth producer", but does not show "signs of 

rapid development"; that "we [in New England] seem to be regarded as a prime milking cow"; 

that little of the money earned by the people of the New England area "is being used to develop 

our resources and facilities or provide improved services"; and that "every man, woman and 

child in these districts is being denied the fruits of their labour".  Ellis (1964: 47; see also 1961: 

67-68) also observes that "the form in which government accounts are kept" by New South 

Wales and the Commonwealth "prevents us from finding out" the amount of taxation raised in 

New England, and the amount returned to New England in government expenditures, but adds 

that it is known "that the value of production per head in the Seventh State is the highest in 

Australia", and that "money earned in northern districts by our production is being used in great 

quantities for other purposes elsewhere". 

 
It is also observed, in support of a North Queensland New State, that in 1951-52, "the Southern 

Division has a per capita production worth £178 and the Centre £293", and that "the production 

per head in North Queensland is £301", which was "the highest in Australia, comparing more 

than favourably with N.S.W. (£270) and Victoria (£257)" (Ellis 1955: 7; see also Hooper 1965: 

13-14).10  It is hence claimed that the central and northern divisions of Queensland have 

subsidised the less productive southern division – including Brisbane – to a very substantial 

extent (Ellis 1955: 7; 1966: 5-7; Hooper 1965: 13-14): "the fruits of the labors of the active 

producers and the workers" of North Queensland are "being skimmed away, exported to 

Brisbane and there converted into the means of creating a new atomic target which can be 

eradicated overnight" (Ellis 1955: 7).  Such subsidisation was also lamented by Page (1921: 4) 

decades earlier, and was again used as a very powerful argument in favour of a New State: 

The North Coast district, which it was proposed to form into a New State, produced nearly two-
thirds of the total wealth of New South Wales.  Why should Sydney get the principal benefit out 
of that wealth?  Was not this the best argument in favour of the people who produced this wealth 
having the control of their own affairs and the supervision of the distribution of their own wealth? 
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New England's industrial and financial strength, throughout the 1950s and 1960s at least, is 

clearly confirmed in Table 2-6, but concerns were nevertheless raised in relation to New 

England's almost total reliance upon primary industry.  In response, Ellis (1970: 46; see also 

1948a: 44; 1952: 46) observed that NSW and Victoria were the only States with predominantly 

industrial economies before World War II, and that Tasmania, South Australia, Queensland and 

Western Australia "have had a long history of self-government with a predominance of primary 

production".  Ellis (1952: 46) had earlier argued that New Zealand, a country with "about as 

many people as Greater Sydney spread over an area a third the size of N.S.W.", in which 

"primary production has always predominated", had become "one of the most prosperous, stable 

and happy countries in the world". 

 

Claimed Benefits for Australia as a Whole as Well as New England 
 
The fact that New England's per capita production levels exceed those of the remainder of New 

South Wales has raised another concern that is effectively the converse of the cross-subsidy 

grievance described above: the possibility that New England Statehood could "impoverish" 

(Ellis 1952: 49; 1957: 34; 1961: 64-65; 1964: 44-45), "jeopardize" (Ellis 1961: 64-65) or even 

"bankrupt" (Ellis 1967: 47) the remainder of New South Wales and Australia.  In response to 

such concerns, Ellis (1961: 64-65) uses the example of Queensland separation to support his 

claim that "the development and progress which will follow self-government in the Seventh 

State will benefit not only the northern districts, not only N.S.W., but Australia as a whole": 

When Queensland was separated from N.S.W. a great cry went up that "our richest province is 
being torn from us" and calamity howlers forecast disaster.  At separation N.S.W. population 
was reduced from 342,062 to 336,572.  Ten years later it reached 485,356 ...  Land under 
cultivation in remaining N.S.W. ... more than doubled.  Government revenue doubled.  Loan 
receipts increased fourteen-fold, and expenditure doubled.  Value of imports increased by 
£2,300,000 and exports by £5,800,000 or more than double.  Sheep numbers doubled.  Much of 
this great progress was due to the parallel progress in the New State of Queensland following 
self-government.  In these ten years Queensland population increased from 23,520 to 115,272.  
Cattle increased from 432,890 to 1,076,630; sheep from 3,449,350 to 8,163,800; exports rose 
from £500,000 to £2,500,000 and imports from £711,000 to £3,144,000.  From this northern 
development N.S.W. inevitably gained substantial benefits. 

 

Ellis (1967: 37) argues that the people of northern NSW "have made a great contribution to the 

national economy" and have "the potential to make an even greater contribution", but laments 

that "while the income earned from its production is skimmed off for expenditure elsewhere, its 

maximum development will be indefinitely postponed", and adds that "one can look in vain 

around the northern districts to see any evidence that its resources have been appreciated or the 

money earned by its people invested in adequate development".  Statehood for the people of 
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New England, according to Ellis (1967: 37; see also 1948a: 43), "will mean a cheque book of 

their own so they can use the proceeds of their production to advance the development of 

Northern resources in the interests of Australia as a whole".  It is similarly claimed that "only 

through a New State" can the north of Queensland "attain its vital status as the true bastion of 

national defence security", and "only by this means can the prosperity and progress of Southern 

Queensland be enhanced, for every ounce of additional production in the North pays greater 

dividends to the Australian people as a whole" (Ellis 1955: 7). 

 
Referring to production figures from 1964-65, Ellis (1967: 47) claimed further that even "after 

the separation of Northern N.S.W., the rest of the State  [of NSW] will remain the leading State 

of Australia", with "a third of Australia's population and a third of the nation's gross production".  

These facts alone are insufficient, however, to fully defeat concerns that the remainder of New 

South Wales could be impoverished by the creation of a New England New State.  Ellis' claim 

that "the remainder of N.S.W. will have a third of Australia's population and a third of the 

nation's gross production" (Ellis 1967: 47) implies that the remainder of N.S.W. would end up 

with per capita production levels more or less exactly matching the Australia-wide average.  But 

as Table 2-6 shows, per capita production levels in the remainder of NSW were actually well 

above the Australia-wide average in all years considered here from 1950-51 through 1964-65.  

So Ellis could have utilised such per capita comparisons to more powerfully defeat concerns that 

the remainder of NSW would end up impoverished following New England's separation. 

 

Further Claims that Benefits of New States Outweigh Costs 
 
Ellis (1950: 42) acknowledges that "thinking people" enquire "whether the creation of New 

States would increase the cost of government to them", but responds that if the people of the 

New State want government expenditure reduced "they will be able to say so through the ballot 

box" (Ellis 1957: 31).11  He also acknowledges (Ellis 1970: 66-67) that there will be costs 

associated with the establishment of a New England New State, but claims that such expenses 

will be less than "the cost we now pay for centralised control and will pay dividends out of all 

proportion to those we receive through N.S.W. control".12  New England citizens were "paying a 

packet for public buildings in Sydney" (Ellis 1967: 41), but would only be required to pay for 

their own public employees, services and buildings if a New State was formed.13  Ellis also 

claims that additional buildings the New State will need will increase "jobs and opportunities for 

northern workers, call for more local timber, bricks and building materials and result in the 

circulation of more money in northern communities", and that it is "better [to] see these things 
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happening in Northern N.S.W. than to see them helping to increase Sydney's costly congestion 

as at present" (Ellis 1967: 41).14

 
Electors in a New State would have one less house of parliament to support, Ellis (1957: 30) 

argues, because a single chamber parliament was proposed for the New State for which 

"municipal and shire chambers" already present "would suit admirably" (Ellis 1961: 65).15  The 

creation of a New State would obviously create an additional parliament within the Australia 

federation overall, however, along with additional State borders, at least some horizontal 

duplication, and other associated consequences. 

 
Ellis (1952: 48) concedes that "it is often said that a New State would be unable to provide 

adequate social services to its citizens", but uses the fact that "Tasmania, the smallest State, had 

the highest expenditure per head on Social Services" to show that "this argument is invalid".16  

This reference to Tasmania is significant as an admission, however, that a relatively small New 

State such as New England would probably incur per capita expenditure burdens higher than the 

Australia-wide average, which would have to be largely paid for by Commonwealth grants as 

determined by the Commonwealth Grants Commission.  Ellis (1967: 32) acknowledges that any 

New State will be entitled to federal grants and other payments "on the same basis as other 

States", but such rights and realities raise the possibility that a New State might attract net 

benefits to its own area, but at the same time generate net losses on an Australia-wide basis.17

 
Belshaw (1955: 52) observes that the Cohen Commission on New States in 1925 "took 

considerable evidence on the probable costs of government in and the financial position of new 

states", and concluded that "if the northern area were separated as proposed the residents should 

expect much heavier taxes than they bear at present if services are to be maintained at the same 

degree of efficiency".  Belshaw (1955: 53) asserts that a New State "in taking over its civil 

service from the parent state would be under an obligation to provide employment on no less 

favourable conditions", and that: 

Unless we are to assume that a new state had previously been subsidising the remainder of the 
parent state, its costs of government, indeed, are likely to be relatively higher: central overheads 
may be somewhat greater per unit of expenditure for a smaller than a larger civil service; 
dispersal of population may make the provision of services more costly; and the loss on some 
government enterprises, e.g. the railways, may be greater in the smaller than in the larger area.  ...  
the level of the social services in Tasmania, South Australia and Western Australia would have 
fallen behind those of the Eastern States in the absence of Commonwealth grants. 

 

Belshaw (1955: 62-63) ultimately draws conclusions which neither support nor oppose New 

States, as follows, but his arguments are challenged by the claims, by Ellis, Hooper and others 
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as above, that proposed New State areas in New England and North Queensland have indeed 

subsidised the remainder of their States: 

• Unless services and salaries are to be curtailed or show a slower rate of increase a new state is 
likely to have relatively greater costs of government and administration than the larger States. 

• The general trend of my arguments may possibly be against new states rather than for them but they 
cannot be regarded as conclusive one way or the other. 

• Even if the general trend had been firmly for or against new states on economic grounds this again 
would not necessarily be conclusive since these must be balanced against political and other 
considerations. 

• Those who may have expected me to provide a definite "Yes" or "No" answer on "The Economics 
of New States" will have been disappointed.  Perhaps others with more information or more 
courage may be prepared to be more dogmatic. 

 
 
Costs of Metropolitan Concentration, Centralisation and Congestion 
 
Decentralisation and "effective occupation of the continent" through New States, according to 

Page (1924: 1; see also 1921: 4; 1923: 2), would provide a solution to "the three great problems 

that Australia faced" in the mid 1920s, "those of Defence, Population, and Finance".  

Centralisation, Page (1921: 4) adds, "was no good even to the man in the city".  Ellis (1948a: 15; 

1948b: 9; 1950: 5-6; 1953a: 1-2; 1958: 13-14; 1966: 2-3) also refers extensively to national 

security risks and social and economic costs associated with Australia's highly concentrated and 

centralised patterns of settlement and metropolitan congestion.18  He claims that "the explosion 

of a single bomb could destroy the vital core of Australia's strategic war industries", and that 

"even in times of peace, over-crowded cities" and problems such as "traffic chaos" impose 

"serious economic and social penalties on the nation" (Ellis 1950: 5).  "Decentralisation of 

population and industry", according to Ellis (1950: 6), "could bring great benefits to the working 

population, effect considerable economic savings, and aid defence".  Such claims are now 

considered in more detail. 

 

National Security Arguments Against Metropolitan Concentration 
 
In most of his writings at least up until the mid 1960s, the argument Ellis raises first and most 

forcefully is that New State formation is essential to improve national security (see, for example, 

Ellis 1950: 2-6; 1964: 5-7, 10; see also Page 1950: 95).19  It is claimed that Australia will remain 

at grave risk of invasion from an "Asiatic menace" unless it more fully occupies and develops 

the whole of Australia's land area generally, and the sparsely populated northernmost parts in 

particular, and that New States provide the best method of achieving such national development.  

By the mid to late 1960s, however, the shadow of World War II had diminished.  The 1967 
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paper Referendum Guide: The Case for Self-Government contains no mention of any "Asiatic 

menace", and only in its very last paragraph claims that "balanced development is vital for 

Defence security", and that "by decentralising governmental machinery, people and industries, 

Australia will be safer" (Ellis 1967: 54).20  The 1970 paper Self-Government in the 1970s 

contains no explicit reference to national security issues at all, but does contain a statement 

under the heading of 'Catechism for Survival' which begins with the claim that "Australia needs 

20m. people in the next 20 years" (Hughes 1959, cited in Ellis 1970: 59). 

 
Whilst the national security arguments Ellis raises do not directly relate to financial costs or 

benefits, such arguments clearly imply that national security will be more difficult and 

expensive to achieve in the absence of New States.  Such arguments have probably diminished 

in strength with each passing decade, however, as Australia's population has continued to grow 

quite rapidly and pass various thresholds. 

 

Social and Economic Costs Associated With Metropolitan Congestion 
 
Ellis (1950: 5) observes that "the inner portion of Sydney contains the legislature, administrative 

offices, and the main transport, business, cultural, educational, and entertainment facilities", and 

that "these magnets attract a tremendous number of people and vehicles daily".  He also refers to 

several significant studies which estimate costs associated with such centralisation and 

associated metropolitan congestion. 

 
Toll delays alone, in the Sydney area, "cost motorists 350,000 gallons a year" (Ellis 1950: 5-6), 

according to an NRMA study.  A study by the Massachusetts Institute of Technology similarly 

estimated that "continuous delays at intersections" increase petrol consumption by 50 per cent 

(Ellis 1950: 5).  Another study, by Cumberland County Council (cited by Ellis 1950: 5), 

estimated that "while motor vehicles function most economically at 30 to 40 miles per hour, the 

average in [Sydney] city proper is 6 miles per hour", and that "this represented a loss of 

£34,000,000 a year to the community" in the form of "unproductive vehicle operating loss 

(£24,000,000) and time lost by occupants (£10,000,000)". 

 
A study published in the Bulletin of Industrial Psychology "estimates that the average travelling 

time to and from work in Sydney is 77 minutes daily or 6½ hours in a five day week" (Ellis 

1952: 7).21  Another study estimated that "traffic delays, mainly in Capital Cities, cause an 

annual wastage of £200 million" Australia-wide (Ellis 1961: 16).  And at a conference on 
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balanced development in Wagga in 1962, Dr. Fred Ledgar of Melbourne University exposes the 

economic absurdity of metropolitan congestion (Ellis 1967: 19; see also 1964: 15-16): 
A traffic hold-up on Sydney Harbour bridge costs $11,600 per hour in terms of wasted petrol and man 
hours.  On this basis the moment a car breaks down on the bridge it would pay the community to arrange 
for it to be quickly heaved over the edge into the harbour and the owner fully compensated so that traffic 
might flow freely on.  Is it possible to achieve a higher degree of absurdity than this? 

 

Studies also showed that metropolitan congestion impacts adversely upon leisure, health, safety, 

worker absenteeism and productivity generally (Ellis 1950: 6).  Ernest Bevin (cited in Ellis 1950: 

6), a British politician, estimated that "if travelling time could be reduced from 1-2 hours to ½-¾ 

hours a day, production would improve by nine or ten per cent".  And approximately "85 per 

cent of [all New South Wales] road casualties occur in Sydney, though the city contains only 

half the State's population" (Ellis 1950: 6). 

 
According to Mumford (1938, cited in Ellis 1961: 15-16): "the high cost of doing business in a 

big city was magnified by high land values, expensive transport delays and high expense of 

storage"; such costs "increased with congestion and eventually became prohibitive"; and "three 

times as much per head was spent on health in larger cities as in centres of from thirty to fifty 

thousand; yet the latter had more favourable health statistics".  The Murray Valley Development 

League (as cited in Ellis 1961: 15; 1964: 15) similarly recorded expert consensus that "larger 

cities reached a stage in their growth when the money spent in transport and services far 

exceeded that required for similar services in smaller centres", and that "while secondary 

industry might be more conveniently conducted in a seaboard city, the cost of the convenience 

was a very heavy cost to the nation".  Ellis (1967: 19; see also 1964: 17) also notes a report by 

Dr G. M. Neutze (1965: 58-63, 74-77) which estimates that "every new job created in Sydney 

meant an extra cost of $304 [£152 according to Neutze in 1965] to the community in provision 

of services, whereas every new job in a place the size of Wagga (or Tamworth) would cost only 

$1.00", and that "a 200,000 increase in Sydney population would cost the community 

$13,000,000 a year". 

 
In relation to port congestion and associated costs, Ellis (1952: 10) observes that "though there 

are 29 more ships on the Australian coast [in 1952] in comparison with 1939 they make one-

third of the pre-war journeys and lift 15 per cent less cargo", and claims that these reductions in 

shipping activities are largely due to "chaos on and around metropolitan wharves" that has 

resulted from "the uneconomic policy of spending millions in a vain attempt to correct 

wharfside chaos in Sydney", hence leaving less money available "to develop those outer ports 

which alone can save Sydney from congestion". 
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Some of the studies and arguments Ellis raised in past decades have probably become even 

more compelling with each passing year, as population growth and metropolitan congestion 

relentlessly increase.  Gargett and Cosgrove (1999: 3-4, as cited in Brown, Grey and Stilwell 

2005: 36-37), for example, predict that "the cost to the Australian economy of metropolitan 

traffic congestion" will "rise from $15 billion per year in 1995 to $30 billion per year in 2015". 

 
Problems associated with metropolitan congestions and "congestible public goods" (Witherby et 

al. 1999: 16, 18, 20) are clearly not unique to any one country, but are especially significant in 

Australia given its highly centralised settlement patterns and political systems.  Ellis and others 

have certainly succeeded in demonstrating that some form of metropolitan de-congestion, or de-

concentration, is highly desirable in order to avoid adverse outcomes – socially, economically 

and environmentally – which could amount to many billions of dollars per year if not addressed.  

New State creation represents one possible approach to these challenges. 

 
 
Benefits if New State Formation is Accompanied by Functional Transfers 
 
New States advocates have consistently recommended that New State formation should be 

accompanied by the transfer of various functions from the States to the Commonwealth 

government (see, for example, Pern 1930; Page 1931; Kitney and Meade 1993: 4; Goss and 

Plumridge 1996: 90; Gregory 2003: 13).  Claims that the benefits of New States outweigh their 

costs have often relied on the assumption that such functional transfers would indeed take place, 

as the following examples illustrate. 

 

Support for New States and a Degree of Unification 
 
Earle Page (1917; 1920) strongly supported Unification before becoming one of Australia's most 

prominent New States advocates by 1920, and his New States proposals always retained 

significant elements of Unification.  In 1922, for example, he recommended "the handing over 

to Federal authorities of the complete control of quarantine, and to local governing bodies the 

administration connected with local hospitals and sanitation" (Page 1922: 11).  The "main 

practical objects desired by the people of Australia" in 1931, according to Page (1931: 5), were: 

1.  A cheapening of the cost of government and a reduction of taxation. 
2. The elimination of overlapping governmental functions. 
3.  The rapid effective occupation of Australia. 
4.  Increased development and production. 
5.  Effective control of politicians by the people. 
6.  Elimination of machine politics. 
7.  The creation of a national sentiment. 
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Whilst arguing that complete Unification will not achieve these goals, Page strongly supports a 

national transport system when arguing the case for a New State in northern New South Wales 

(Page 1924: 19), claiming that "it frequently costs more to move our Australian productions 

about Australia with the present defective transport system of differing gauges and infrequent 

connections, than to bring it thousands of miles overseas" – a situation which "practically 

destroys the effect of the tariff imposed to protect our industries".  He also (Page 1931: 7-8; see 

also 1921: 4) makes the significant claim that the creation of New States would force long 

overdue partial unifications in specific areas such as railway operations and electrical power, to 

achieve sufficient coordination across borders hence created. 

Examine the railways position in N.S.W.; if N.S.W. were divided into four new units.  It is quite 
obvious that such sub-division would force interstate control of the system which must prove a 
definite step towards the Federalisation of the whole transport system, and the end of the policy 
pursued in the past whereby one State built non-paying railways to deprive the other State of 
trade.  The whole problem of trade and commerce would tend to become an interstate matter and 
would be simplified as it has been in U.S.A.  The bulk of the local trade will be interstate, and 
therefore subject to Federal control.  The same thing will apply to electric power, the laws 
regarding which would be Federal.  In that way overlapping will automatically cease by coming 
under Federal control. 

 

Page (1950: 97) later recommended that "the creation of new and smaller States" would 

"simplify the problem of interstate commerce; compel our great State public utilities, such as 

railways, to function in a national way as a national asset; make easier essential reforms in the 

constitution and machinery of government"; and "make a real contribution towards a balanced 

Federal system". 

 
Norman Pern wrote some 20 books or booklets recommending reforms to Australia's system of 

government, with an emphasis on New States and the development of port facilities and 

infrastructure beyond the current State capital cities.22  In a 12 page booklet titled New States: 

Why and How?, Pern (1930: 7), like Page, supported New States along with a national railway 

system under Commonwealth control.  In "any proposed resubdivision of Australia into New 

States", according to Pern (1930: 7), "such subdivision must be based on the assumption of 

Federal Control of all railways with a view to the immediate unification of the rail gauges and 

connecting the railway system to natural ports".  Pern (1930: 10) goes much further than most 

New States advocates, however, recommending that the federal government should be given 

"full national powers", leaving the resultant States with significantly less legal sovereignty than 

Australia's eight current States and Territories: 

Sovereign State Parliaments could not very well exist side-by-side with a New State Legislature, 
thereby providing two different systems of State Government.  If the justification of the first 
New State necessitates, as well, a relationship with the Parliament at Canberra providing that 
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Parliament with full National Powers, it is only logical to reduce the status of the remaining 
Sovereign State Parliaments to that of the first New State pending the step by step creation of 
New States as circumstances or population, etc., warranted. 

 

Pern (1930: 4) believed the creation of New States, as he envisaged them, would overcome the 

costs associated with Australia's system of eight States and Territories, which impact upon 

public and private sectors alike, as follows (emphasis Pern's): 

Sovereign State Parliaments, ... practically cut off from one another by different railway gauges 
– worse almost than any Custom's barrier – handicap and prevent production, interchange of 
products and development, and, further, spend vast sums of money with little or no regard for the 
National Purpose or National Purse.  Government and Transport obviously should be 
subservient to Production, not to force Production to fit in with artificial railway systems and 
artificial ports.  

 

Whereas government structures resulting from the formation of New States are generally 

assumed to remain federal systems of government in which substantive sovereignty is shared 

between national and sub-national governments, the model envisaged by Pern clearly lacks the 

sub-national sovereignty required of true federal systems.  Pern (1930: 10-11) believes that 

"sectional interests must adapt themselves to National considerations" and calls for "government 

in the form of 'New States' or 'Unification', associated with a National Parliament with full 

National Powers".  His model should therefore be classified as a unitary model of government.  

But it would be a mistake to claim that Pern seeks a centralised system of government when his 

principal stated objective is clearly to achieve an improved national railway system, and 

improved port facilities and transport infrastructure generally – especially beyond the existing 

capital cities, to assist the efficiency of primary production and exports in the quest for national 

prosperity (Pern 1930; see also 1927; 1932).  His model closely resembles the Regional 

Government model developed by Ken Thomas, as described in a later section of this chapter 

(and in more detail in Appendix 2B), and his visions generally, and his emphasis on 

infrastructure and economic efficiency in particular, align closely with several comprehensive 

current day reform plans described later in Chapter 5. 

 
Ellis (1950: 45, 48) advocated strongly in favour of New States whilst at the same time 

recognising that "national development is vital", and recommending a "constitutional 

convention in 1951 to review the Commonwealth Constitution in light of fifty years' experience".  

He recognises that "the Uniform Taxation principle (despite its anti-federal principle) removes 

one of the lions from the path of State subdivision" (Ellis 1948a: 35-36) 23 and acknowledged 

the possibility of the "federalisation of all Australian railways under a Commonwealth-State 

Commission, or a purely Federal Commission" (Ellis 1952: 54), but support for a national 
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railway system is conspicuously absent from most of Ellis' writings – in line with his generally 

vigorous opposition to Unification proposals and increased Commonwealth powers generally 

(Ellis 1948a).24

 
Wayne Goss, as Queensland Premier, suggested that Australia should create "about 20 more" 

States (Kitney and Meade 1993: 4), but he has also suggested that "there are functions where a 

consistent national approach would be desirable and where responsibilities which are presently 

shared between the commonwealth and the states could be allocated entirely to Canberra" (Goss 

and Plumridge 1996: 90).  Current day New States advocate Bryan Pape has similarly called for 

the creation of New States, to achieve a total of about 20 States, but again suggests that "some of 

the present state functions could be handed over to the Commonwealth" (Pape, quoted by 

Gregory 2003: 13). 

 

Convergence of New State and Unification Positions 
 
In supporting both New States and varying degrees of unification, Page, Pern, Goss, Pape and 

others show that New States models and Unification models, as generally understood and 

promoted, have substantially overlapped and have occupied varying positions along the federal-

unitary and centralisation-decentralisation continuums as illustrated in Figure 2-1 below. 

 
Figure 2-1:  Separate Dimensions of Unification and Centralisation 
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Source: Drummond (1999: 12; based on Riker 1975: 101; see also Brown 2003: 26).25  

 

Page's shift in preference from Unification to New States may at first glance seem contradictory, 

even erratic, but his opposition to centralisation and commitment to substantive decentralisation 

remained constant throughout (Brown 2004: 40).  Speaking in support of Unification, Page 

(1917: 1-2) laments the "vicious system of government" resulting from the "centralising of 
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affairs in out-of-the-way corners of the States", and proposes to "subdivide the States into 

provinces whose outlines are determined solely by the lines of community of interests, big 

enough to attack national schemes in a large way, but small enough for every legislator to be 

thoroughly conversant with every portion of the area".  Brown (2005: 11) observes that Page's 

position, like that of Pern, Pape, Goss and others, reflects a significant convergence of federalist 

and unitary positions, as adopted by supporters of New States and Unification alike: 

The mysterious way in which Earl Page held to both unification and new states as a goal ... 
becomes less cryptic as we appreciate this intersection of principles. Just as Federation had 
unitary underpinnings, so too Australian ideas of Unification had already internalized many 
fundamentally federal principles. 

 

The Regional Government models considered in the following section provide further evidence 

of the convergent evolution that Brown has identified – an evolution that has acknowledged 

merit in decentralised government and federalism, but has also recognised that New State 

formation, and indeed Australia's federal system generally, could probably only achieve net 

benefits and approach optimal viability if accompanied by an apt degree of functional 

unification.  Whilst such convergence implies great opportunity for consensus among supporters 

of New States, Regional Government models and Unification, this common ground can also be 

interpreted less optimistically as a common recognition that "lions" lurking near Section 51 of 

Australia's Constitution continue to thwart the functionality of Australia's current federal system 

and efforts to reform it alike, much like those encountered on the path to Federation in 1901. 

 
 
Benefits Possible Through Varying Numbers of New States 
 
It has previously been estimated (Drummond 2002: 47, 51-52, 54-55; see Appendix 1C, 

especially Figure 3) that the public sector cost of New States is given by the following 

approximation, where N is the resultant number of State-Territory type government units, so 

that N would be 10 if two New States formed, for example: 
 

CNS[N] = 1.84N0.758 – 8.91 ...[2.1] 

 
Noting that the New States proposals described in this chapter have ranged from single State 

proposals to Wayne Goss' call for 20 New States, Table 2-7 provides estimates of the public 

sector cost of New States models relative to Australia's current model, for systems with between 

8 and 30 State-Territory type government units. 
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The CNS values refer to New States models in which no functions are transferred from the State-

Territory level to the Commonwealth level.  These are based on equation [2.1] above.  The 

CSNS-3 values refer to New State models in which the following three functions are transferred 

from State-Territory governments to the Commonwealth: Public Order and Safety, Education, 

and Health.  The CSNS-6 values refer to New States models in which six functions are transferred 

to the Commonwealth: Public Order and Safety, Education, Health, General Public Services, 

Social Security and Welfare, and Transport and Communications. 

 
Table 2-7:  Estimates of the Relative Cost of Various New States Models 

N Number of 
New States CNS ($b) CSNS-3 ($b) CSNS-6 ($b) 

8 0 0.00 -1.95 -2.15 
9 1 0.83 -1.40 -1.64 

10 2 1.64 -0.87 -1.14 
11 3 2.43 -0.36 -0.66 
12 4 3.21 0.13 -0.21 
13 5 3.96 0.61 0.24 
14 6 4.71 1.07 0.67 
15 7 5.44 1.52 1.08 
16 8 6.16 1.95 1.49 
17 9 6.87 2.38 1.88 
18 10 7.56 2.79 2.27 
19 11 8.25 3.20 2.65 
20 12 8.93 3.60 3.01 
21 13 9.61 3.99 3.37 
22 14 10.27 4.38 3.73 
23 15 10.93 4.75 4.08 
24 16 11.58 5.12 4.42 
25 17 12.22 5.49 4.75 
26 18 12.86 5.85 5.08 
27 19 13.49 6.20 5.41 
28 20 14.12 6.55 5.73 
29 21 14.74 6.89 6.04 
30 22 15.35 7.23 6.35 

Source:  Drummond (2002: 54-55, notes 8 and 9), as shown in Appendix 1B. 
 

According to the estimates in Table 2-7, each New State would cost an extra $800 million per 

annum or so (in 2001-02 dollar terms).  But if Public Order and Safety, Education and Health 

were transferred to the Commonwealth, then each additional New State would only cost about 

$350 million to $550 million per annum, and a system with three New States would still be less 

costly than Australia's current system (by an estimated $0.36 billion = $360 million per annum).  

And if six functions as above (Public Order and Safety, Education, Health, General Public 

Services, Social Security and Welfare, and Transport and Communications) were all transferred 

to the Commonwealth, then each additional New State would cost approximately $300 million 
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to $500 million per annum, and a system with four New States would remain less costly than 

Australia's current system (by about $210 million).  So whereas large numbers of New States 

could well be prohibitively expensive according to these estimates, in small numbers New States 

are likely to be affordable and financially viable, and increasingly so as more functions are 

transferred to the Commonwealth.  Chapters 10 and 11 attempt to improve on these estimates 

and generally clarify the financial viability of New State. 

 
 
Financial Benefits of Regional Government Models 
 
Three prominent Australians have in recent decades developed detailed Regional Government 

models.  Ken Thomas (1980; 1981; 1994), the founder of Thomas Nationwide Transport (TNT), 

has developed two separate regional federation proposals: a 70 region plan in the early 1980s 

and a 37 region plan in the 1990s.26  Chris Hurford (2004: 47), a Commonwealth Minister in the 

Hawke Labor government (1983-87), has developed a two-tiered regional federation model 

comprising 51 regions.  Charles Mollison, a retired senior army officer and now the Chairman 

of the Foundation for National Renewal, has developed a two-tiered Regional Government 

model since 1997 which currently (in 2006) comprises approximately 100 regions.27  These 

Thomas, Hurford and Mollison proposals are described in Appendix 2B, and three additional 

appendices provide further insights into Regional Government proposals and government 

structure reform options for Australia generally.  Appendix 2C displays various regionalisations 

of Australia which have been devised and employed for various purposes and which could 

potentially form the basis of Regional Government subdivisions as alternatives to those 

suggested by Thomas and Hurford.  Appendix 2D provides a largely statistical overview of 

Australia's settlement patterns and local governments.  Appendix 2E then examines appropriate 

scales for Australian sub-national governments. 

 
The Thomas, Hurford and Mollison models are highly significant in demonstrating that support 

for the abolition of State and Territory governments in their current form can coincide with 

support for federalism, or at least quasi-federalism, and therefore does not necessarily imply 

support for a unitary system of government. 

 
This section briefly examines claims and estimates of the financial benefits achievable through 

the Thomas, Hurford and Mollison models. 
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Thomas' Claim that his Model can Better than Halve the Cost of Government 
 
Thomas (1981: 6; see also 1980: 1) laments the "endless disputation" and "wasteful duplication 

of massive public service departments at both State and Federal levels" under Australia's current 

government structure, and claims that his first 70 region model can reduce the number of 

politicians (excluding local government politicians) "from 760 down to 350", at least halve 

Australia's public services, and generally "produce better government at less than half the cost" 

of the current system.  He supports this claim by observing that "the 300,000 State public 

servants in New South Wales run at one for every 16 residents" and then claiming that under his 

proposed model there would be just one public servant for every 33 residents (Thomas 1981: 6).  

Whereas "one in three workers are public servants" in the current system, this would reduce to 

one in six under Thomas' (1981: 6) plans to "decimate the Federal public service", reduce 

Commonwealth functions to just "Defence, Foreign Trade and possibly Immigration", and pass 

"day-to-day administration" to Regional Governments that "will not tolerate extravagance". 

 
Such halving claims may well have validity as applied to politicians, parliaments and elements 

of bureaucracy – especially at the higher levels of government departments, but it is difficult to 

see how such halving could be achieved for the teachers, nurses and police officers who account 

for significant proportions of all public sector employees and gross earnings. 

 
Tables 2-8 and 2-9 below provide data which shed further light on the validity of Thomas' "less 

than half the cost" claim.  Table 2-8 displays the gross earnings of Commonwealth, State and 

Territory government employees in selected years and functional areas, and Table 2-9 displays 

corresponding percentages.  Local government contributions are excluded as Thomas' model 

maintains local governments. 

 
Table 2-8 shows that the total gross earnings of all Commonwealth, State and Territory 

government employees in 2004-05 was over $74 billion, of which nearly $15 billion was at the 

Commonwealth level, and nearly $60 billion was at State-Territory level.  The gross earnings of 

Commonwealth employees in Administration and Defence was over $7 billion in 2004-05, or 

51% of total Commonwealth government gross earnings, but the armed forces and other 

Defence Department employees would account for the majority of this $7 billion.  So Thomas' 

model might at best be able to achieve savings of approximately $8 billion to $10 billion per 

annum at the Commonwealth government level, based on 2004-05 figures, if he succeeded in 

his objective to reduce the Commonwealth government to "Defence, Foreign Affairs and 
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possibly Immigration" (Thomas 1981: 6).  This would represent savings of approximately 50% 

to 70% of Commonwealth government employee gross earnings. 

 
Table 2-8:  Gross Earnings ($m) of Commonwealth and State-Territory 
Government Employees in Selected Functional Areas and Years 

YEAR 

Government 
Administration 

and Defence 
(GAD) 

Education 
(EDU) 

Health and 
Community 

Services 
(HCS) 

EDU and 
HCS 

combined 

Total 
Across All 
Functions 

  Commonwealth ($m) 
1984-85 2,275 272 375 647 9,195 
1989-90 3,081 184 324 508 11,733 
1994-95 4,183 211 168 379 14,341 
1999-00 5,163 217 107 324 12,145 
2004-05 7,461 277 48 325 14,655 

  State ($m) 
1984-85 1,519 6,878 4,954 11,831 23,098 
1989-90 2,204 9,733 8,024 17,757 32,381 
1994-95 3,244 12,711 9,373 22,084 36,383 
1999-00 4,930 16,116 11,947 28,063 44,700 
2004-05 7,384 21,711 17,141 38,852 59,704 

  Commonwealth-State Combined ($m) 
1984-85 3,794 7,149 5,329 12,478 32,292 
1989-90 5,284 9,916 8,348 18,265 44,115 
1994-95 7,427 12,922 9,541 22,462 50,724 
1999-00 10,093 16,332 12,054 28,386 56,845 
2004-05 14,845 21,988 17,189 39,177 74,359 

Source:  ABS Cat. 6248.0.55.001, Wage and Salary Earners, Public Sector, Australia, 2005, 
Table 6b: Gross Earnings, Level of Government, Industry ($m). 
 

At the State-Territory level, Education, Health and Community Services employees totalled $39 

billion in gross earnings in 2004-05, which made up 65% of the $60 billion total for all State-

Territory level government employees.  And the vast majority of this $39 billion represents the 

incomes of teachers and nurses who would almost certainly need to be retained in numbers more 

or less unchanged under Thomas' model.  But savings of perhaps $5 billion to $10 billion might 

be possible at the State-Territory level in view of the $7 billion total of gross earnings of those 

employed in government administration (noting that Defence is a Commonwealth function only), 

and the fact that education, health and other functional areas might also host at least some 

bureaucratic roles which could be rationalised in Thomas' model.  Such $5 billion to $10 billion 

savings amounts to some 8% to 17% of the $60 billion gross earnings total in 2004-05. 
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Table 2-9:  Gross Earnings of Commonwealth and State-Territory 
Government Employees – Percentages in Selected Functional Areas 

YEAR 

Government 
Administration 

and Defence 
(GAD) 

Education 
(EDU) 

Health and 
Community 

Services 
(HCS) 

EDU and 
HCS 

combined 

Total 
Across all 
Functions 

  Commonwealth 
1984-85 24.74 2.95 4.08 7.03 100.00 
1989-90 26.26 1.57 2.76 4.33 100.00 
1994-95 29.17 1.47 1.17 2.64 100.00 
1999-00 42.51 1.78 0.88 2.66 100.00 
2004-05 50.91 1.89 0.33 2.22 100.00 

  State 
1984-85 6.58 29.78 21.45 51.22 100.00 
1989-90 6.80 30.06 24.78 54.84 100.00 
1994-95 8.92 34.94 25.76 60.70 100.00 
1999-00 11.03 36.05 26.73 62.78 100.00 
2004-05 12.37 36.36 28.71 65.07 100.00 

  Commonwealth-State Combined 
1984-85 11.75 22.14 16.50 38.64 100.00 
1989-90 11.98 22.48 18.92 41.40 100.00 
1994-95 14.64 25.47 18.81 44.28 100.00 
1999-00 17.76 28.73 21.20 49.94 100.00 
2004-05 19.96 29.57 23.12 52.69 100.00 

 

The basic assessment carried out above suggests that savings up to $20 billion per annum in 

2004-05 terms – amounting to some 27% of the $74 billion total gross earnings of all 

Commonwealth, State and Territory government employees – could possibly be achieved under 

some drastic rationalisation of Commonwealth, State and Territory governments.  It is difficult, 

however, to see how savings of "more than half" could be achieved as Thomas claims, although, 

as previously, there are elements of Australian government – such as the government 

administration component at both Commonwealth and State- Territory levels – where a halving 

of numbers of public servants may well be achievable.  It appears as though Thomas himself 

became fully aware that halving the numbers of public employees and the cost of government 

overall will not necessarily accompany any halving of the number of politicians, as the "less 

than half the cost" claim is absent in Thomas' later (1994) work describing his second model.  

But he maintains that Australia has "tolerated a swarm of politicians and a duplicated public 

service at both Federal and State levels" and is "the most overgoverned country in the world" 

(Thomas 1994: 9).  He also claims, simply, that "Regional Government will mean less 

politicians, less bureaucrats, less centralism and more freedom" (Thomas 1994: 9). 

 
Whilst Thomas describes his models in considerable detail, it remains unclear how 

bureaucratised his Regional Governments will be.  He seeks to achieve "tightly controlled 
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regional administrations" (Thomas 1980: 1), but doesn't fully explain how such economical 

administrations will operate in practice.  His first model called for 70 regions each having five 

Congressmen, the functions of which, according to Thomas (1980: 5; see also 1981: 3), "might 

be divided thus": 

1. President and director of justice, police and road safety. 
2. Treasurer and director of administration, including land titles and companies. 
3. Works Director including transport, roads, housing, planning and primary industry. 
4. Social Services Director: education, health, employment, industrial matters. 
5. The Senator-Congressman, who would be non-executive at the regional level.  He would 

mainly be occupied with matters of national concern, but would have his feet on the ground 
back home.  He would at least attend and vote at the monthly meeting of his Regional 
Congress. 

 

For his second model, comprising 37 regions each hosting a 10 person parliament, Thomas 

(1994: 2) proposes similarly that "there would be a Premier/Treasurer plus a 7 person Cabinet of 

ministers controlling police, education, health, transport, social security, justice, tourism and 

industrial affairs", and two other members "elected by their colleagues to become Senators in 

the Federal parliament" who "would be non-executive at the Regional level but would be 

signatories to each monthly report". 

 
In both of his models, Thomas' Regional Governments resemble the ACT legislative assembly 

model comprising a small number of Ministers who are typically assigned two to four portfolios 

each, and can therefore only apply themselves "part time" to each portfolio.  Such realities with 

the ACT legislative assembly have raised serious concerns about ministerial workloads and 

accountability (Government Reform Advisory Group 1995; Pettit 1998; Carnell 2000: 185-186; 

Halligan 2000: 107-108; Wettenhall 2000: 66; ACT Legislative Assembly 2002: 31; Doherty 

2006: 3).  The difficult experiences of the ACT and also Tasmania, with their small parliaments 

(Austen 1998; 2000a: 8; 2000b: 10; 2002: 21; McMullan 2006: 15), suggests that models like 

Thomas' here, with its part time ministers, would probably rely very heavily on multiple 

ministerial advisers, departmental liaison officers, and still quite significant central agencies and 

bureaucracies, especially in areas such as education.  Thomas (1994: 22) claims that his 

Regional Governments will provide an "efficient democratic alternative to the present centralist" 

system, and that they will "be seen as shining lights ... for efficient public administration".  Net 

benefits appear achievable if the Ministries of Thomas' Regional Governments were 

accompanied by lean secretariats, but highly unlikely if significant bureaucracies developed in 

the regions. 
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Concerns raised in respect of New States proposals, about the costs of additional or duplicated 

parliaments and public services, might also be levelled with some legitimacy against Thomas' 

Regional Government models (see, for example, Fray 1993: 19; Moore 1993a: 14).  But with 37 

or 70 regions, the Thomas proposals may be able to achieve comprehensive decentralisation and 

reduce the costs of metropolitan congestion to a much greater extent than is possible through 

just a few or several New States.  Results in Chapters 11 to 13 suggest that significant financial 

benefits could result from a rationalisation of Commonwealth, State and Territory governments 

and bureaucracies, but these appear more likely to achieve benefits in the order of five to ten per 

cent rather than the fifty per cent or better implied by the "less than half the cost" claims which 

accompany Thomas' 70 region model. 

 

Claimed Benefits of the Hurford and Mollison Models 
 
The two-tiered Hurford and Mollison models very closely resemble the structures that would 

result if 50 to 100 or so ACT type governments were established Australia-wide.  The ACT's 

expenditure patterns therefore provide significant insights into the likely costs and benefits of 

models like Hurford's and Mollison's. 

 
It has previously been estimated (Drummond 2002: 51-52, 54; see Appendix 1C, especially 

Figure 3) that a two-tiered system of Australian government, comprising 51 ACT style 

"Regional State" governments, could generate public sector savings of approximately $0.5 

billion per annum, or approximately $2 billion to $3 billion per annum if health and other 

functions are transferred to the Commonwealth government as Hurford (2004: 57) proposes.  

Hurford (2004: 56; citing Drummond 2002) states that "the change from three to two levels of 

bureaucracy has been estimated to save $20-25 billion per year in public resources" (in 2000-01 

terms), but savings of this magnitude only appear to be possible if regional bureaucracies in the 

Hurford model were "lean, efficient and effective" (Hurford 2004: 48), as sought by Hurford 

himself, and certainly vastly less costly than the ACT bureaucracy. 

 
Mollison (2004) claims that his model would "streamline business compliance", stop "buck-

passing", "reduce the size of the bureaucracy in Canberra" and elsewhere, and "save about $30 

billion every year" (based on Drummond 1998; 2002; see Appendices 1B and 1C).  He 

acknowledges that "there would of course be bureaucracies in each of the 100 regions", but 

claims that regional bureaucracies "would absorb those currently employed by the 700 councils 

and those currently employed by State Governments", and that the Regional Governments of his 
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model, "being relatively small", would not "suffer the inefficiencies inherent in huge 

bureaucracies" (Mollison 2004). 

 
The Hurford model includes a national health system under Commonwealth control (Hurford 

2004: 57), as above, and the Mollison model hosts "one set of laws nationwide" (Mollison 2004), 

but the Hurford and Mollison models, like the Thomas models, generally emphasise Australia-

wide decentralisation as an essential objective (Hurford 2004: 50-53; Mollison 2004; as further 

explained in Appendix 2B) and hence appear capable of achieving significant reductions in the 

costs of metropolitan concentration, centralisation and congestion in Australia's large cities, 

probably to a greater extent than appears possible through the addition of just a small number of 

New States. 

 
 
Conclusion 
 
Chapter 2 has examined past claims and estimates of the financial viability and benefits possible 

through New States and Regional Government models, and supporting rationales and analyses.  

These claims and estimates have displayed varying degrees of validity, but the more valid 

among them are probably still valid today. 

 
New States advocates have demonstrated beyond any doubt that the New England and North 

Queensland areas, among others, could easily afford to operate highly viable State governments, 

but it is not fully clear that Australia as a whole would benefit from the formation of such New 

States in larger numbers.  Perhaps the most compelling claims in favour of New States are those 

based on the apparently very great costs of metropolitan congestion, concentration and 

centralisation that arise in Sydney and other large Australian cities.  New States, however, 

provide just one of several possible methods of decentralisation.  The Regional Government 

models of Thomas, Hurford and Mollison, for example, appear capable of achieving 

comprehensive decentralisation to a greater extent than would be possible through the addition 

of just a small number of New States.  Regional Government models show the potential to 

generate significant financial savings and benefits, but only if regional bureaucracies are much 

leaner than those of Australia's current States and Territories. 

 
This chapter has focused on claims and estimates of financial benefits that advocates and 

researchers have themselves provided in support of their government structure reform proposals.  

But additional factors may override all that has been considered thus far.  It is generally 
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recognised, for example, that there are costs associated with national and sub-national political 

borders, especially where different laws, regulations, policies and standards apply in areas 

divided by borders.  The creation of New States would create new State borders, and the 

Regional Government models considered would also significantly increase the number of State-

Territory type borders within Australia.  So if additional borders generated additional costs, then 

such costs could possibly outweigh the benefits otherwise achievable through New States or 

Regional Government models.  Chapter 3 specifically examines the significance of border costs 

in more detail and will hence shed further light on the overall financial viability and benefit of 

New States and Regional Government models.  Chapter 5 also sheds light on costs associated 

with State-Territory type borders, such as the costs arising as a result of conflicting and 

inconsistent laws and regulations, especially as experienced in the private sector and on an 

economy-wide basis. 

 


