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Christine Fletcher & Cliff Walsh*

Overview
In mid 1990, Australia's Prime Minister proposed, and other (state and
territory) political leaders agreed, to open the federal system, and the
subterranean world of intergovernmental relations, to scrutiny, evaluation
and reform, within the framework of the existing constitution. The
processes that have been adopted for reviewing the federal system are
centred in a series of 'Special Premiers' Conferences', 1 for which joint
commonw ealth-state task forces of officials (with local government
participation where appropriate) have been established to prepare detailed
reports on issues selected, and against the background of principles
agreed, by political leaders.
The speeches presented and communique's agreed by the Prime
Minister and Premiers, together with background documents and task
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The authors are, respectively, Post Doctoral Fellow in the Federalism
Research Centre, and Professor and Director of the Centre, which is
located in the Research School of Social Sciences, Australian National
University, Canberra, Australia. This paper is a modified version of one
initially prepared for the XVth World Congress of the Internationa l
Political Science Association (IPSA), Buenos Aires, 21-25 July, 1991.
The analysis presented here is a preliminary outline of what we plan eventually to be a more substantial monograph, to be prepared jointly with our
colleague Brian Galligan. With more than the usual emphasis on the
conventional caveats concerning sole attribution of responsibility to the
authors, we acknowledge Brian's influence on our thinking, and valuable
discussions with many others, including with senior public sector
officials.
1 As we explain more
fully later, in current Australian usage, Premiers'
Conferences are meetings of the heads of the commonwealth (federal),
state and territory governments.
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force reports prepared by commonwealth, state and local officials,
amount to the most clearly articulated vision of 'federalism
Australian-style' since the Convention Debates of the 1890s which led to
the writing of the Australian Constitution itself. 2 Certainly, the reform
processes that have been set in motion propose the most fundamental
rethinking and restructuring of the Australian federal system by political
leaders since federation in 1901.
In this paper we attempt to:
• offer an overview of the federal reform processes that have been
established, and of the purposes as publicly articulated by state and
commonwealth political leaders;
• present an interpretation of the origins and nature of the processes,
against the background of a brief review of previous 'new federalism'
initiatives over the last 20 years, and of recent trends in economic and
political pressures faced by governments in Australia; and
• develop a critique of Australian federal and administrative theory
which form a background to, and to an significant extent appear to
inform, the current reform exercise.
It is our view that some central aspects of the processes by which
reform is being promoted - especially the series of Special Premiers'
Conferences (and related meetings of senior officials) encompassing
leaders from all spheres of government in an on-going process of setting
priorities, establishing principles, reviewing reports and approving
agreements - constitute remarkable and valuable innovations in setting
the framework for the future conduct of intergovernmental relations in
Australia.
There has already been agreement, moreover, to establish new
procedures for the organisation of regular Premiers' Conferences which
offer the prospect of a change-for-the-better in the conduct and character
of the peak institution of intergovernmental relations in Australia. In
turn, this could have a beneficial influence on the character of the system
of intergovernmental relations as a whole.
Equally importantly, the very act of attempting to reshape and reform
the structure of intergovernmental relations, undoubtedly, will provide
valuable insights for political leaders, officials, wider interest groups and
academic analysts about the way the federal system really works. The
value of 'exploring the federal system by attempting to reform it' should
not be underestimated.
On the other hand, we also believe that there are risks that the
implicit 'models' of the federal system, and the interpretation of 'federal
2 Of course, although there are connections between the visions required for
them, there are significant differences between (de novo) design of a constitutional system, and trying to reform its operation, once established.
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principles', which have shaped both the reform agenda and the guidelines
for preparing reform proposals, could lead to attempts to implement
changes which reduce political access and participation for citizens and
service beneficiaries.
We do not doubt that Australia's political leaders and senior officials
see the purposes of the reform exercise as going beyond simply
attempting to extend political authority to include attempts to improve
the delivery and quality of services to citizens. However, the intellectual
framework available to political leaders leaves a lot to be desired.
Previous analysis and research in Australia, relevant to designing federal
reform strategies, has significant deficiencies. Combined with the nature
of the pressures which made the political risks associated with
attempting to reform the federal system apparently worth bearing, this
intellectual framework has encouraged the acceptance of a set of reform
principles of doubtful (or least limited) virtue from the viewpoint of
citizen participation (or empowerment).
It is not clear that the current reform policies appropriately reflect the
diversity of the system. Indeed, diversity, and the fragmented distribution
of authority between state, commonwealth and local governments, have
come to be regarded as shorthand for political and administrative
inefficiency. This has been particularly evident in the development of a
strong interest on the part of governments in reforming the relationship
between the commonwealth and the states and, in a somewhat different
form, by voices in the business community demanding 'less government'
and fewer 'levels' of government (BCA 1991). Limited research into
federal aspects of the system has led to a situation where proposals for
administrative reform now appear to underestimate the political
importance of federal institutions. Much of the blame for this lies with
the slant of the extant academic literature, rather than simply with the
practitioners themselves. Given the current federal reform proposals of
the Hawke administration, it is important that these deficiencies be
recognised and addressed.
PART I
INTRODUCTION AND BACKGROUND

Introduction

During the 1990s, Australia celebrates the centenary of the events
involved in the design of its federal system, and in the writing of its
constitution which came into operation on 1 January 1901. In February
1990, a conference was held to commemorate the centenary of the 1890
Federation Conference in Melbourne; and in April 1991 a much more
elaborate and broadly representative conference, which included a period
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of participation by Australia's political leaders, was held in celebration of
the 1891 First Australasian Federal Convention in Sydney.3
At the beginning of the centenary decade, it seemed likely that the
intellectual debate would be dominated by a focus on the constitutional
issues, the fiscal arrangements and the politics of the so-called
'Washminster Mutation' (Thompson 1980) which have been the standard
fare of the study of the federal system in Australia. Studies published in
the late 1980s and early 1990s revealing a new appreciation of the
vitality of the Australian states, and of the nature and significance of
intergovernmental relations, offered modest hope that the agenda might
be broadened and somewhat redirected. Nevertheless, it seemed a fair bet
that the traditional ambivalence or outright antagonism towards the
federal system expressed by most Australian analysts and by many
politicians, together with a strong current political push towards
improving efficiency and management in the public and private sectors,
would serve to reinforce a perhaps natural tendency to think in terms of
rewriting or restructuring the constitution as the dominant objective of
activity over the decade.
In mid 1990, however, a proposal by the Prime Minister of the
commonwealth (federal) government, subsequently supported by all state
Premiers, led to a new initiative for a joint commonwealth-state review
of Australia's federal system within the existing constitution. Although
the Prime Minister also proposed discussion and exploration of a new
approach to developing and promoting proposals for constitutional
change, the energies of Australia's political leaders and administrators
have been strongly channelled, for the time being, into focussing on the
labyrinthine world of intergovernmental relations. As the processes set in
motion during 1990 produce 'results', considerably greater attention can
be expected to be devoted by analysts to intergovernmental relations (as
opposed to constitutionalism or fiscalism) in Australia than previously
seemed likely.
This paper reflects (and is intended to further encourage) just these
tendencies. Following presentation of some background material in the
remainder of Part I of the paper, in Part II we present an account of the

3 Papers presented at the February 1990 conference soon will be available
in Craven (1991). The 1991 conference deliberately eschewed formal
presentation of papers, and produced only a brief statement of conclusions
about important issues, relating to the 'constitutional system' as a whole,
for discussion and debate. A Constitutional Centenary Foundation is to be
established, however, to continue processes of education about, and
discussion of, the constitutional system leading up to the centenary year
in 2001.
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nature and origins of the Prime Minister's new federalism initiative.4
The focus at that stage is on discerning the political perspectives and
purposes behind the (joint) decision of political leaders to initiate an
extensive review of the federal system, drawing on the content and
language of speeches, communiques and the like. In Part III, we turn
towards a critique of the review, based on federal theory and explorations
of federal practice from both international and Australian perspectives. In
Part IV we draw together our conclusions. In brief, these are that the
principles and processes guiding the review are somewhat 'unfederal' in
conception, and that the review process is unlikely to produce, in
anything like full measure, the political and administrative outcomes that
we perceive its proponents to be seeking. Our reasons for coming to
these conclusions also suggest, nonetheless, that much that is valuable
to better understanding the Australian federal system will come from the
exercise now in process. Thus, there is likely to be a positive outcome
from these executive deliberations. (An addendum has been included
giving brief preliminary coverage to the outcomes of the second Special
Premiers' Conference held on 30 July 1991).

New federalisms galore
Although it is substantially different in character from previous
Australian 'new federalisms', the 1990 initiative represents (at least) the
third attempt in less than 20 years by the commonwealth to significantly
restructure aspects of commonwealth-state relations.
The Whitlam (Labor) government, in the period 1972 to 1975,
promoted a significant expansion of the commonwealth's role in social,
urban and regional programs, inter alia by expanding specific purpose
(conditional) funding for state-administered activities, by introducing
direct commonwealth general revenue funding of local governments, and
by attempting to establish regional initiatives on the commonwealth's
own volition, outside the usual state and state-local framework (see
Mathews 1977, and Jaensch 1977).
Whitlam had strategically modified the Australian Labor Party's
traditional antagonism to the existence of the states - attempting to
both use the states, and circumvent them, to extend the commonwealth's
role and influence. How far the Whitlam approach would have succeeded
in centralising power had his government survived beyond three years is
a moot point. His program certainly built up substantial antagonism
from the states and it imposed a massive overload on state and federal
bureaucracies. Not unrelatedly, it also prompted the development of units
4 For those who want a broader discussion of recent
developments in
Australian federalism, Galligan & Walsh (1990), and other papers in the
same special issue of Publius, provide a useful starting point.
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within both functional departments and central agencies at both state and
federal 'levels' devoted to overseeing and coordinating 'intergovernmental
relations', and led to pressure for the development of greater
administrative capacity and professionalism in state bureaucracies. This,
in tum, underpinned a subsequent strong revival of strength of the states,
both administratively and in policy development.
In short, the strength of the federal institution, in the form of state
mechanisms, mobilised its constituent parts to resist the Whitlam thrust
and contributed to the demise of his government. Contrary to the
Whitlam approach, most significant changes in the federal structure
emanating from commonwealth initiatives have utilised, and been
sustained by, cooperative mechanisms - for example, the establishment
of the Australian Loan Council in the 1920s to regulate government
borrowings, and the Uniform Income Tax legislation in the 1940s to
coordinate tax rate scales and bases, both of which remain central features
of the federal landscape.
In a belated recognition of this, Whitlam made a set of proposals in
May 1975 to seek to achieve 'cooperative planning arrangements' and 'coordination of programs' between the commonwealth and the states. As a
result of other pressures on the states, little attention was given to these
proposals initially, although a report by officials was sought. Labor lost
office before any real progress was made (Mathews 1977, p. 17).
Partly in an attempt to achieve a reconciliation with the states, the
Fraser Liberal government, which displaced the Whitlam government in
1975, offered an alternative new federalism in which 'tied grant' programs
were to be reduced as a share of total commonwealth financial assistance
to the states; general revenue payments were to be based on formula
sharing of commonwealth income (later, total) tax revenue; and the states
were to be given the capacity to add surcharges (or offer rebates) on
commonwealth income tax collections from their residents (see, in
addition to earlier references, Head & Patience 1989). The Fraser
government's new federalism, however, was introduced alongside a
strategy of overall fiscal restraint and a thrust towards 'smaller
government'. Although progress in reducing the share of tied grants was
achieved at moderate pace, in budgetary terms the states experienced
greater certainty and flexibility within a context of restrained growth in
total grant funding.
Beneath the surface of this seemingly conciliatory fiscalist approach,
the commonwealth was, however, unilaterally modifying programs of
interest and value to the states, in large part as a result of reviews of
'commonwealth administrative functions'. The moderately decentralist
thrust of the commonwealth's intentions, in support of its declared
smaller government objectives, was, however, broadly supported by the
states as they increasingly enjoyed a new found strength. Moreover, the
Fraser government also had established the Advisory Council for
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Inter-government Relations (ACIR) in 1976, with representatives of
federal, state and local governments and private citizens, to give
continuing attention to intergovernmental problems.5 Of course,
politically, the states fundamentally were as much in control of their
own affairs under Fraser's new federalism as they had been under the
centralising thrust of the Whitlam government
The final years of the Fraser government and the first seven years of
the Hawke (Labor) government (1983 to 1990) which replaced it,
contained no new explicit federalism strategies. Rather, they were years
of pragmatic arbitrariness, on the whole. Between 1982 and 1985, state
funding was expanded in real terms as part of a fiscal expansionist
strategy to rapidly push the economy out of recession and into strong,
sustained growth. From 1985 onwards, however, even larger real cuts in
state funding occurred as fiscal retrenchment was adopted as part of the
commonwealth's strategy to overcome balance of payments problems.
Tax sharing was abandoned in favour of arbitrary and unpredictable
unilateral determination by the commonwealth of general revenue grants
to the states; and, within significantly reduced overall grant funding, the
share of tied grants rose again to a record high of over 50 per cent by
1990. Moreover, the commonwealth was increasingly aggressively
pursuing an agenda of 'national economic restructuring' in which the
states were expected to acquiesce.
It was against this background that the Prime Minister's 1990 new
federalism initiative is to be seen. It also needs to be appreciated in what
follows that, in seeking support for his initiative, the Prime Minster
chose to propose that it be considered jointly by political leaders through
a series of Special Premiers' Conferences.
In recent history at least, Premiers' Conferences in Australia are
meetings of what Canadians would refer to as First Ministers - the
Prime Minister (as chair), plus the six state Premiers, and the Chief
Ministers of the two mainland territory governments. 6 Regular annual
(usually one day) conferences have had as their principal agenda item
discussion of federal financial arrangements for the next fiscal year, and
sometimes beyond. Occasional ad hoe 'Special' Premiers' Conferences
have been called to discuss other issues (most recently, housing cost
5 The ACIRs research apparently was regarded by the commonwealth and the
states as too academic, and too esoteric, ignoring 'the political imperatives of commonwealth and state politicians to cooperate and 'get on with
each other' at the grass roots level' (Bannon 1986). It was disestablished,
with the agreement of the state Premiers, by the Hawke government.
6 Although now somewhat dated, the most recent extensive description and
analysis of Premiers' Conferences in Australia is in Sharman (1977). As
our later discussion of the Hawke initiative will make clear, we see these
conferences from a somewhat different perspective from Sharman.
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problems) where the commitment of political leaders is required to enable
politically potent, cross jurisdictional, issues to be addressed.
Premiers' Conferences, in effect, are an institutionalised (perhaps
ritualised) cooperative process for managing conflict over 'nationwide
issues' which are highly politically salient. There has not been an ongoing secretariat for the Conferences and, financial arrangements apart,
agenda items have been determined on an ad hoe basis. As will become
clear, however, the role, significance and modus operandi of Premiers'
Conferences has been changed, possibly irrevocably, as a consequence of
the recent new federalism initiative.
As executive intergovernmental forums, Premiers' Conferences have a
high profile as formal federal structures with the capacity to function as a
consensus building institution between governments. The strength of the
Premiers' Conference, as an institution, tends to reinforce, at another
level, the intergovernmental process itself, which is tied, inevitably, to
the fragmentation of compromised strategies and proposals established by
commonwealth and state governments during their negotiations. It is at
this level that the boldness of proposals for change, along with
perception of the associated costs and benefits, becomes most explicit.
Since it is the actual reform policies which are likely to change the shape
of the institution itself, this is the focus of our attention.
PART II
THE HAWKE NEW FEDERALISM INITIATIVE

Federalism Rediscovered?
In July 1990, in outlining a plan of action to review the federal system
and to secure political commitment to making the federal system work
better, Australia's Prime Minister, Bob Hawke, proposed the
establishment of processes to secure a 'closer partnership between our
three levels of government - Commonwealth, State and local' (Hawke
1990). A joint commonwealth-state exercise should be established, he
suggested, with participation from local government, to review the
working of the federal system, with the principal task being 'to move by
sensible, practicable steps to get better cooperation within the framework
of the Federal Constitution as it stands'. 7
7 The Prime Minister also identified a second
(and logically subsequent)
task: 'to apply the spirit of national cooperation in a new approach to
reform of the Constitution itself. His speech has less to say about this,
though he indicates a desire to test an approach 'in which proposals for
constitutional change emerge from collective discussion and deliberation'
in order to achieve 'a more contemporary Constitution' over the next
decade.
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The Prime Minister's speech identified his goals for ·the federalism
review to be 'to improve our national efficiency and international
competitiveness, and to improve the delivery and quality of services
governments provide'. He pointed to impediments, in the form of what
he described as 'absurdities and anomalies', which he argued need to be
tackled cooperatively. Against a background of references to 'a single
national identity' and 'common objectives', he identified the impediments
to include bureaucratic overlap in the delivery of services; diverse
standards in service provision; lack of uniformity or consistency in
regulations, standards, and licensing requirements; and separate state and
national strategies in relation to what are ultimately global
environmental.issues. What he was proposing, he argued, was 'not to
prescribe the changes to be made' but rather 'a process through which
change can be achieved - a process which will produce results'.
The principal agenda items the Prime Minister identified for review
included:
• microeconomic reform (i.e. deregulation and structural change) in the
management and pricing policies of essential public sector business
enterprises, and greater consistency or uniformity in state regulations
which impact on interstate and international trade in goods and
services;
• reductions in the duplication of effort in, and a rationalisation of,
the provision of services - particularly in health and welfare
initially, but ultimately in all services - and avoidance of the
emergence of overlap and duplication of responsibilities as new
challenges emerge;
• greater cooperation and coordination between governments in the
pursuit of the commonwealth's national social justice strategy;
• increased cooperation and coordination in industrial relations systems,
with the possibility of transferring ultimate responsibility to the
commonwealth;
• the replacement of controversy and conflict with common ground and
common purpose (and, where possible, agreed processes and
guidelines) in relation to environmental issues; and
• a review of at least some aspects of commonwealth-state
financial arrangements (especially the role of tied grants) and of
arrangements for the annual Premiers' Conferences at which
financial issues, among other things, are regularly discussed and
determined.
To tackle these issues, and possibly others that might be suggested by
the state Premiers, the Prime Minister called for a series of Special
Premiers' Conferences. The first, to be held over two days at the end of
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October 1990 in Brisbane, the state capital of Queensland,8 he suggested
should determine state and commonwealth priorities, and set in motion
processes, backed by shared political commitment, to enable decisions
eventually to be made jointly.
A commonwealth-state steering committee for the Brisbane Special
Premiers' Conference was proposed, chaired by the head of the Prime
Minister's Department and with equivalent state government
representation; and the Prime Minister announced that a special unit was
to be established within the federal department of Prime Minister and
Cabinet to provide support to the steering committee and to coordinate
commonwealth activity.
Possibly not uniquely, but certainly unusually, the Prime Minister
announced an intention to seek support from state Premiers for local
government to be given some form of representation at the Special
Premiers' Conferences. He also indicated that advantage also should be
taken of other sources of specialist knowledge, and that there must be
consultation with interested groups - but not in a way that creates 'a
barrier to timely decision-making at the highest level'.
In the seemingly reasonable language of partnership and cooperation,
and by reference to the notions of a single national identity, common
objectives and national responsibilities being undermined by
impediments and anomalies which need to be tackled jointly by the
commonwealth and the states, in effect the Prime Minister can be seen to
be seeking to increase the commonwealth's influence over policy spaces
to which the states (and local governments) have dominant political and
administrative access.
Notwithstanding his claim to be proposing processes rather than
offering prescriptions, the Prime Minister's view of the shape of his
preferred new federalism comes through fairly clearly. Two particular
passages of the speech stand out. First (in relation to microeconomic
reform and regulatory issues), the Prime Minister claims that 'there will
be less impediment against trade of goods and services between (the
members of the European Community) in 1992 that there is now
between the States of Australia'. Second (specifically in relation to
service delivery, but relevant to other issues of responsibilities too), he
observes that in addition to putting the existing system into 'better
order', it is important to make sure that 'as we take up new challenges,
and governments undertake new commitments, we don't create a new set
of problems, through overlapping and duplication of responsibilities'.
Greater uniformity in regulations and standards and less intertwining of
8 The location carries some significance in itself. In recent years at least,
Premiers' Conferences (regular and special), all have been held in
Canberra, the national capital.
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involvements in service delivery, clearly are important parts of his
vision.
About a week after the Prime Minister made his speech, New South
Wales Premier, Nick Greiner, a Liberal party state leader, made a
response in a speech evocatively entitled 'Physician, Heal Thyself:
Microeconomic Reform of Australian Government' (Greiner 1990).
While acknowledging the effort and compromise that would be required,
and identifying a number of caveats which he felt ought to be issued
about the approach to be adopted, Premier Greiner offered strong support
to the Prime Minister's proposal.
In fact, in supporting the Prime Minister's proposed processes, and
suggesting that they be guided by fundamental principles concerning
roles and responsibilities, Premier Greiner was more strident in his
analysis of the nature of current problems, bolder in his diagnosis of
causes, and more prescriptive about appropriate cures. Politicians and
bureaucrats at state and commonwealth level receive brickbats for their
parochialism (state), vote buying (state and commonwealth), empire
building (commonwealth) and arrogance (commonwealth).
By reference to general principles on which he believes broad
agreement would be reached (and by analogy with developments in
Europe), Premier Greiner claims that the commonwealth should have 'the
powers necessary to ensure efficient operation of a national economy',
including those necessary to ensure 'a single regulatory regime for
Australian business'. Having taken a first step with the establishment of
the Australian Securities Commission, he suggests that there is also a
need for 'uniform commercial laws, uniform manufacturing standards,
uniform consumer laws, food standards and public health regulations'.
Appropriately applied principles would also require, in his view, that the
states 'concede to the Commonwealth' the capacity to secure a national
social welfare policy, a national response to national and global
environmental problems and possibly exclusive jurisdiction over
industrial relations.
On the other hand, Premier Greiner claims that it is equally clear that
the states are, or should be, pre-eminent in service delivery, and argues
that 'much of the Commonwealth's intrusion into health, education and
housing has been driven largely not by a legitimate interest in social
welfare policy or other issues of legitimate national interest, but simply
by a desire to woo votes'. Accordingly, the commonwealth should vacate
these areas 'where the greatest inefficiencies are being imposed by Federal
Government duplication' to allow a more 'competitive federalism in the
delivery of services (to) produce greater diversity and increased wealth for
the Australian people'. And where 'a clear structural separation of
responsibilities' is not possible, there need to be 'shared management
principles to govern the design of programs and to minimise duplication
and wasteful overlap of duties'.

12

Federalism Research Centre

The coordinate thrust of Greiner's suggested reforms are clear, and
much more so than in the Prime Minister's speech. Indeed, at one stage
he explicitly uses the language of 'layers of government'. In this, and in
the equally evident efficiency and managerialist underpinnings of his
approach, Premier Greiner draws on a discussion paper prepared by the
New South Wales Cabinet Office for the previous (June 1990) annual
Premiers' Conference, which concludes that 'the most desirable outcome
would be agreement between the Commonwealth and the States on roles
and responsibilities, accompanied by transfers where appropriate, so that
governments delegate responsibility and/or vacate specified areas and the
responsible government is left to manage without interference.
Introduction of modern management practices should also help ... '
(NSW 1990).
This conclusion is reached after: an extensive discussion of what the
paper regards as problem areas in programs where specific purpose
payments (tied grants) operate (ranging from lack of adequate prior
consultation on design, through administrative complexities and
deficiencies, to funding requirements); a statement of principles for
allocating roles and functions; and an analysis of the management
principles for any necessarily joint responsibilities. The paper also sets
out processes for achieving reform which emphasise joint guidance and
monitoring by Premiers and the Prime Minister of a Task Force designed
to secure an agreement or protocol on the division of functions.
Somewhat more firmly than in the Premiers' speech, moreover, the paper
argues that 'vertical fiscal imbalance' is the underlying cause of much of
the lack of clarity in responsibilities. The similarities between the
Cabinet Office papers' analysis, and especially its proposed processes for
reform, and the Prime Minister's subsequent proposed initiative is
remarkable.9
Premier Greiner's support for the Prime Minister's initiative, and his
articulation of his preferred outcomes by reference to 'fundamental
principles', was clearly important. He offered a basis for bipartisanship in
both a political sense and in a commonwealth-state sense, offering to
trade-off substantially increased commonwealth authority in relation to
broad national economic issues for removal of commonwealth attempts
to exert authority in state service delivery programs.
It also should be said that John Bannon, South Australia's Premier
(and, at that time, Australian Labor Party national president) had for
some years been pressing for a review of federalism arrangements,
specifically focussed on so-called overlap and duplication in the
administration of programs. As he reported in his 1986 Garran Oration
9 If remarkable, it is, nonetheless, coincidental we have been assured by
some who would be in a position to know.
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entitled 'Overcoming the Unintended Consequences of Federation'
(Bannon 1986), his proposal for a review 'to cut out unnecessary
duplication of administrative effort' (at least in part to achieve cost
savings) was supported by the Prime Minister and Premiers at the 1986
Premiers' Conference. However, it subsequently became a subject for
discussion at 'officer level', which Premier Bannon suggested was a
euphemism indicating that 'the subject is considered important, but not
urgent - significant, but of no real priority'!
Despite repeated pressing of his views (with some support from other
states, principally Victoria), and despite discussions and occasional
isolated instances of action on them, little progress had been made. The
commonwealth had, to be sure, attempted to hand back to the states full
control over some modest programs in which the commonwealth had
involved itself. But these decisions were made unilaterally by the
commonwealth (probably because the commonwealth recognised either
its relative impotence in shaping program design or outcomes, or
growing expense, or both) and were transferred with compensatory
funding arrangements which the states felt left them disadvantaged.
Premier Bannon had, however, persuaded one of the commonwealth
government's consultative bodies - the Economic Planning and
Advisory Council (EPAC) - to initiate a review of overlap and
duplication. By coincidence, EP AC's report (EPAC 1990) was released
on the day the Prime Minister chose to make his speech proposing the
federalism review. The report- which primarily summarised views put
to it by commonwealth and state agencies - incorporated a paper by one
of Australia's leading public administration scholars, Professor Ken
Wiltshire (1990), which suggested that overlap and duplication arose
from trends which 'have distorted the original attempt at coordinate
federalism' (p. 6). Wiltshire argued that a resorting and rationalisation of
'roles of levels of government within shared-functional responsibility',
was desirable; that there should be explicit intergovernmental agreements
drawn up on those roles which could be monitored by a Senate
Committee; and that there should be a reduction in the reliance of the
states on grants from the commonwealth. This latter theme - the need
for greater fiscal balance - had been receiving increasing emphasis in
the academic literature, from conservative and more radical analysts alike
(Mathews 1987; Walsh 1987, 1990), and also had been raised by Premier
Greiner as important to the states.
Despite some significant differences in diagnoses of the problem the states particularly emphasising commonwealth 'intrusion and fiscal
imbalances and inflexibilities, and the commonwealth emphasising lack
of uniformity and the need for microeconomic reform - there clearly
was a strong commitment from both the Prime Minister and Premier
Greiner, and (subsequently) other state Premiers, to take the proposed
review seriously. Nonetheless, there was some scepticism expressed
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about the Commonwealth's real intentions and commitment, especially
apparently in the initial meetings of the steering committee of officials
for the October 1990 Special Premiers' Conference, in part because the
·origins of the Prime Minister's initiative were not known. 10

The October 1990 Special Premiers' Conference
Between July and October 1990, a series of meetings of the overarching
steering committee of senior officials established by the Prime Minister
and Premiers resulted in the preparation of a substantial volume of
background papers and a draft communique for the Special Premiers'
Conference which was held on 30 and 31 October 1990. While those
background papers were made available publicly along with the finally
agreed communique, the Conference itself was not open - other than an
initial session (in which the Prime Minister and Premiers made
introductory speeches for the television cameras) and a closing joint press
conference.
A number of points might be made about the processes leading up to
the Conference. First, the steering committee's agenda-setting exercise
was very much central agency driven. The suspicion that the line (i.e.,
functional) agencies might capture the process, and pervert it, was (and
remains) very strong.
Second, the initial suspicion and scepticism exhibited by at least
some states towards the initiative evidently gave way to more
constructive approaches eventually. At least part of the reason for this
was that the Prime Minister apparently was prepared to telephone state
Premiers whenever a significant issue appeared likely to be a problem. It
is also important to recognise that, in the process of preparing for the
Special Premiers' Conference, the New South Wales government, a
Liberal state government, was very supportive. Senior officials from
NSW and Queensland (a Labor state) jointly and in combination with
commonwealth counterparts, apparently were strongly instrumental in
giving shape to the agenda and the draft communique for the conference.
By anyone's account, the Conference, which included a representative
of local government, was more successful than most had anticipated. It
was virtually over in one day, although two had been allocated for it. At
the concluding press conference all participants expressed enthusiasm,
10 Indeed, prior to his becoming
Prime Minister, Bob Hawke (then President
of the Australian Council of Trade Unions and National President of the
Australian Labor Party) had presented a series of radio lectures in which
he, in effect, reiterated the traditional Labor Party view - i.e., that the
states were an anachronism and that genuine social and economic reform
required that we should eliminate them in favour of a system of regional
government ultimately beholden to the commonwealth (Hawke 1979).
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urgency and political commitment: cooperation had been made a major
virtue, not least because there is safety in numbers when it comes to
attempting to reshape intergovernmental relations.
'Reformi~g intergovernmental relations' was the stated aim of the processes, and leaders 'declared their intention to use this unique opportunity
to maximise cooperation, ensure a mutual understanding of roles with a
view to avoidance of duplication and achieve significant progress towards
increasing Australia's competitiveness' (Communique 1990).
Fundamentally important is the fact that, in addition to a few specific
'action' decisions, there was agreement to guiding principles, backed with
political commitment, for further work to be undertaken by committees
of senior officials (including, in some cases, local government
representatives) for presentation to, and discussion by, further Special
Premiers' Conferences. There were a couple of knock-backs: two
commonwealth ministers put up proposals - one for a national
education agreement and the other for a broad review of infrastructure
priorities - which were not agreed to by the state Premiers, apparently
on the grounds of prematurity and inadequate prior consultation. It is
easy to see that both issues are at the sharp edge of concerns about
interjurisdictional authority and political leaders were determined to keep
control of directions and outcomes.
The principal outcomes of the October Conference best can be
summarised (if nonetheless incompletely) under four headings: processes;
principles; specific agreements; and financial arrangements.

Processes: There are to be (at least) two further Special Premiers'
Conferences (July 1991 and November 1991) to review progress and/or
make decisions based on reports from committees and working groups of
expert officials. These groups can be seen as an extension of the steering
committee established for the October 1990 Special Premiers'
Conference: they are to work within terms of reference or guidance
approved by the political leaders; and they are to report back to future
Special Premiers' Conferences either directly or through the
intergovernmental Ministerial Councils which exist in most functional
areas. The future arrangements for 'regular' Premiers' Conferences have
been changed, too . There are now to be two annual meetings - one
(usually) limited to the traditional financial issues and at least one other
to cover other issues. Moreover, Treasury officers are to have regular
meetings, twice yearly, in advance of the financial meetings of the
Premiers' Conference and Loan Council. There is to be greater general
interchange of information, and the commonwealth (instead of slipping
its offer under hotel doors for the Premiers early on the day of the
Conference) has committed itself to distributing its offer of financial
assistance two days before the Premiers' Conference, on a confidential
basis. Premiers' Conferences, moreover, are now to be serviced by an
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ongoing commonwealth-state steering committee, and there is to be
revival of a unit within the Commonwealth Department of the Prime
Minister and Cabinet to focus on intergovernmental relations issues and
also to try to arrange and coordinate prior consultation where there are
financial implications for the states of commonwealth decisions.
Although the November 1991 Special Premiers' Conference is seen as
'the critical event' in setting the reform processes intentions into
achievements, especially in relation to resorting roles of government and
addressing federal fiscal issues, the principal protagonists anticipate the
processes of review continuing, albeit at less frenetic pace, over several
years to encompass the broadest possible range of intergovernmental
issues and programs.

Principles: The working groups of officials established by the
Conference, especially those examining financial arrangements,
regulatory reform, and service delivery, are to be guided by broad
principles and frameworks agreed to by the Premiers and Prime Minister.
While they recognise broad mutuality of interest, the principles contain a
number of unargued constraints and contentions, and contestable
assertions or propositions. For example, in relation to financial
arrangements, the terms of reference more-or-less assert an unambiguous
primacy of 'national responsibilities for macroeconomic management'
and insist that 'the level and incidence of taxation (be) primarily
determined at a national level'. In similar vein, national economic
efficiency (among others things) is asserted to be a virtually sufficient
ground for uniformity of regulations; and exclusive responsibility by, or
otherwise delegation of administration of shared responsibilities to, one
'level' of government is asserted as an ideal benchmark in relation to
service delivery.
Specific Agreements: There were a number of specific agreements in
relation to micro-economic reform, regulation and service delivery. For
example, there is to be established a National Rail Freight Corporation,
and consideration is to be given to an extension of the interstate
electricity network. A national heavy vehicle registration scheme has
been agreed (and associated full cost recovery for road use by heavy
vehicles), to be achieved either by a referral of powers by the states to the
commonwealth, or through complimentary legislation. The introduction
of uniform food standards, regulated by a National Food Authority, also
has been agreed. There was also promotion of the importance of
microeconomic reform of government trading enterprises, and
mechanisms for facilitation and monitoring of these reforms were agreed
or discussed. In the case of the environment, there was explicit support
for the negotiation of an agreement between the commonwealth and the
states which is to attempt to identify the appropriate roles and functions
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of the commonwealth and the states, and to facilitate a cooperative
national approach to the environment. In relation to regulations more
generally, agreement was reached that there should be a minimum of
'mutual recognition' of occupational lic~nsing and professional
qualifications, of the form being promoted in the European community,
and a working towards uniformity in areas where that is deemed to be
essential. The agreement that the review process should be on-going and
guided by principles and frameworks, rather than simple horse-trading, is
a significant 'outcome', too.
Financial Arrangements: Two working groups, formed from a committee
of senior expert officials, are to focus on fiscal aspects of current
commonwealth-state (and local) relations. One group has been given a
broad remit to review the issues which arise from the current division of
taxation revenue sources between the commonwealth, the states and local
government, and the associated degree of 'vertical fiscal imbalance'
(which, in Australia's case, is the highest among the federations of North
America and Europe with which we normally compare ourselves). In
drawing together its work, this group has been particularly required both
to take existing 'fiscal equalisation' procedures as given and to avoid
recommendations which would reduce the commonwealth's capacity to
exert effective macroeconomic management control. The second group
has been explicitly designated the task of examining how the share of
tied grants to the states and local authorities can be reduced: its work,
inevitably, is interrelated with that of working groups considering issues
of so-called overlap and duplication in service delivery. An attempt by
the states to establish a target share of tied grants (30 per cent compared
to around 50 per cent at present) was not successful, but doubtless will
provide a yardstick against which they will judge final decisions made by
future Special Premiers' Conferences.
We turn to critically question the nature, philosophy and long-run
consequences of the thrust of the Hawke new federalism initiative
shortly. However, measured against the apparent intentions and
expectations of the Prime Minister, Premiers and officials who supported
and/or promoted the initiative, there can be little doubt that it got off to a
flying start.
From the commonwealth's perspective, concrete agreement to
establish a National Rail Freight Corporation and support for a variety of
other microeconomic reform procedures and initiatives, including
agreement to attempt to resolve interstate differences in regulations
relevant to strengthening the national economy, represented strong
potential support for its increasingly urgent microeconomic reform
thrust. From the perspective of the states, agreement to a mutually
supportive 'all-in' approach to politically painful microeconomic reform
offered a means of diminishing the force of entrenched interest groups
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opposing reforms that are seen as essential by the states in a budget
constrained environment. Moreover, the prospect was strengthened that
the states' administrative, policy-making and budgetary flexibility and
autonomy might be increased by agreement from the commonwealth to
rearrange roles and responsibilities in important functional areas, and to
reduce, somewhat, the budgetary straight-jacket in which the states found
themselves. In short, both the Prime Minster and Premiers, and their
senior central agency officials, could feel that, in important respects,
their political and administrative authority was being consolidated and
extended.
Notwithstanding these and other anticipated mutual gains, it would
have to be said that attitudes were not universally euphoric. South
Australian Premier John Bannon, despite having been both a prime
mover against overlap and duplication in earlier years and conceded to be
leader of the states' mini-revolt at the 1990 regular Premiers' Conference,
was decidedly conservative in his approach to the October 1990 Special
Premiers' Conference. Although the publicly articulated version of his
doubts were expressed in terms of the need to preserve the principle of
fiscal equalisation, which is especially important to the smaller states, it
appears that he saw the general thrust of the joint commonwealth-state
extension of the commonwealth's microeconomic reform agenda as
potentially redistributing economic power and activity to the more
populous eastern states.
Equally significant, the then commonwealth Treasurer, Paul Keating,
apparently displayed a distinct lack of enthusiasm throughout lhe closedsession proceedings, and at the press conference at the end of the formal
proceedings. Subsequent events - in particular, his unsuccessful
challenge for the Prime Ministership - tell part of the story; but a
suspicion must remain that across central agencies and their political
leaders - let alone between central agencies and line departments there are tensions about objectives and trade-offs, especially in relation to
financial arrangements.
Premier Greiner, moreover, pointed out, lhat leaders had only made a
start and that, among other things, it was important that everyone
recognise that 'lhe empires would strike back' - that is, lhat the vested
interests, including line ministers and their departments, would attempt
to undermine bolh lhe immediate achievements of lhe Special Premiers'
Conference and the processes established to tum agreed principles and
procedures into future action.
Although membership of the working parties established by the
October 1990 Special Premiers' Conference was intentionally limited to
officials, and the results at this stage are available only to the
committees and to politicians, there has been accumulating public
evidence that Premier Greiner's warning was well judged.
Commonwealth ministers, in particular, have gone on the public record
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defending their turf against devolution of authority and flexibility to the
states; and interest groups in some of the targeted functional areas have
expressed concern based on a lack of understanding of, and consultation
about, the politics driving the processes.
Even in the case of the National Rail Freight Corporation, where final
agreement seemed within grasp, open conflict over funding shares has
erupted, and its proposed operational starting date passed without final
agreement. Moreover, individually and collectively, state Premiers have
openly warned the Prime Minister that increased budgetary flexibility for
the states is a prerequisite for their support for other initiatives
(especially the smaller, and more geographically isolated states, such as
Western Australia). These responses have a familiar ring to them from
past attempts to shift boundaries of authority. The ultimate test of the
current processes - from their proponents' perspectives - will be in
whether change can be effected that previously has proved too difficult.
Inevitably, if not fully predictably, the authority of some political
leaders, and the stability of political circumstances, have changed since
October 1990. Nothing, however, has changed so significantly and
decisively as to throw the processes, or the prospects, into complete
turmoil or total doubt. Hopes and expectations may be somewhat more
limited than on 31 October 1990, but prospects for the July 1991 remain
good - and for the more significant November 1991 Special Premiers'
Conferences they remain fair - at least judged against the aspirations of
political leaders and their official advisors.

Origins of the federalism initiative
As yet, we have no authoritative statements from 'insiders' to draw on to
provide a full account of why the Prime Minister (and Premiers) chose
this time, and this procedure, to attempt to restructure intergovernmental
relations. Nonetheless, while it is inevitably a somewhat speculative
exercise, it is possible to construct an account of at least some of the
important elements - economic and political - that undoubtedly have
had an influence. A number of trends evident in Australia in the 1980s
have a bearing.
First, the emergence of a significant, and still sustained, balance of
payments and international debt crisis in Australia in the mid 1980s had
led to strong promotion of a political agenda emphasising deregulation
and structural change (microeconomic reform) in the private and public
sectors, and to substantial real cuts in commonwealth expenditures,
including disproportionately large cuts in its outlays on grants to the
state/local sector. There was an inevitable and predictable increased
emphasis on securing greater efficiency and productivity in the economy
at large, and in the public sector in particular, in the interests of 'national
purposes'.
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Prior to the Prime Minister's 1990 speech, the common wealth
attempted to incorporate the states (and local government) in its pursuit
of what it claimed to be 'national' policy priorities in part by 'moral
suasion', but strongly backed up with significant, arbitrary cuts to their
grant funding (which, on average, represents over 40 per cent of their
revenues). This approach had only modest success initially, particularly
because of the continued buoyancy of state own-source revenues (in
significant measure derived from payroll taxes on employment and stamp
duties on property and share transfers).
A collapse of asset values, and the early stages of a monetary policy
induced recession, created the emergence of real budgetary stress for the
states as we entered the 1990s as their principal revenue sources stagnated
or declined . Although all states were affected, Australia's firmly
entrenched fiscal equalisation procedures ensured that the larger states
were disproportionately exposed to pressures on own-source revenues.
One of them (Victoria) already faced severe fiscal difficulties as a result of
policy and regulatory failure; and the other (New South Wales), arguably
was the commonwealth's strongest ally in the pursuit of microeconomic
reform, despite being of a different political persuasion. The politics of
coercion of the states through squeezing financial assistance grants was
changed decisively.
Second, even before the emergence of serious economic problems, a
new managerialist style of public administration had taken a firm grip in
Australia. A renaissance of administrative professionalism at state level
in the second half of the 1970s, combined with a resurgence of the Labor
party in government in most states in the early 1980s, had led to an
increased emphasis on reforming the organisation of the public sector and
on improving decision-making processes (see, for example, Bannon
1986). It is arguable that some of this was not much more than window
dressing in its early phases, but it revealed a frame of mind, and
established frameworks, within which subsequent, more substantial,
reforms could occur.
The commonwealth was a relative latecomer to this trend but, when
the Hawke Labor governm ent took office in 1983, it progressively
adopted a new style built especially around new budget and financial
management procedures. By the mid 1980s, under pressure from strained
economic and budgetary circumstances, a major reorganisation of the
commonwealth administration was undertaken in an attempt to improve
coordination of commonwealth administrative activity, and to reinforce
trends in financial management towards cost efficiency through 'letting
managers manage' within portfolio allocations, subject to 'productivity
dividend' requirements (see Walsh 1990b).
While intergov ernment al activity had grown substan tially in
Australia, especially since the mid 1970s, little of the new managerialism was directed towards intergovernmental management, although
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attempts by the states in the mid 1980s to put so-called 'overlap and
duplication' on the agenda at Premiers' Conferences presumably reflected
their frustrations about how intergovernmental relations impacted on
their capacity to manage their own affairs. Once the commonwealth
began to recognise its relative impotence, acting on its own authority
alone, to achieve its declared objectives for the national economy and the
public sector as a whole, it became obvious that the support of other
governments needed to be secured, and their participation 'managed'
appropriately. Intergovernmental managerial ism became a vital concern.
Third, but relatedly, under the influence of the Prime Minister's
personal style, the commonwealth (Labor) government had adopted a
somewhat corporatist approach to managing policy change. An
ambivalence on the part of business to this approach led to the major
partners being government and the union movement; and a similar
ambivalence by everyone towards the role of the states had left them as
relatively minor players in the governmental component of the
partnership. Again, the pressures arising from economic and budgetary
stress arguably led the commonwealth to feel the need to attempt to
secure an extended intergovernmental partnership.
All of this provides a plausible basis for explaining something of the
style and structure of the initiative, the language adopted by the Prime
Minister and Premiers and, to a certain extent, its timing. Other issues
were at work, too.
Taking cynical views first, there have been suggestions that the Prime
Minister increasingly felt the need for an independent monument.
According to this view, the history of his government will suggest that
most of the major reforms, especially those relating to economic policy,
were essentially driven by the (then) commonwealth Treasurer, Paul
Keating, and that while Prime Minister Hawke has been a good
facilitator, a strong salesman of his party and its policies to the people,
he has not been nearly as instrumental in setting policy directions. The
'monument theory' can never be fully discounted in politics, and there
may well be an element of truth in this suggestion. In fairness, however,
it should be pointed out that valuable monuments are created only with a
great deal of hard work, and a display of the essential ingredients of
'statesmanship' in breaking through entrenched interests. In this regard,
there is much direct and indirect evidence that the Prime Minster has put
a great deal of constructive effort into selling his initiative - and that he
has had to do so against a background of limited enthusiasm among
some of his ministerial colleagues, the (former) Treasurer included.
There are, moreover, a number of other factors at work which make
the decision to enter the 'minefield' of intergovernmental relations more
easily understood. Taken together, they suggest good reasons for at least
those at the centre of governments to see reform of federal processes and
structures as a valuable economic and political strategy.
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For one thing, state pressure on the question of (so-called) overlap and
duplication intensified as their budgetary flexibility decreased. Specific
purpose payments (tied grants) had progressively become a higher
proportion of total commonwealth grants to the states than they had been
even under the interventionist Whitlam government, to be around 51 per
cent of total funding in 1990-91. This growth in the share of tied grants
had occurred, moreover, in a period during which total commonwealth
assistance had been diminishing in real tenns. A strong decline in state
own-source revenues as Australia entered the 1990s sharpened their focus
on these issues even further.
Relatedly, there had been increasing dissatisfaction among the states
with their treatment at Premiers' Conferences and, in particular, with the
way in which financial assistance (general revenue) grants were
detennined. At the June 1990 Premiers' Conference, for the first time in
many years, there was something of a revolt - and one which was more
than just symbolic. For one thing, it was bipartisan in a political sense:
that is, the Liberal leaders of New South Wales and the two territories,
and the Labor leaders of the other five states, sat together and publicly
jointly 'rejected' the commonwealth's financial offer. For another, it cut
across what had been driving interstate fiscal politics for some years the big state, small state divide, which had grown out of increasing
dissatisfaction in the bigger states over fiscal equalisation procedures,
especially as the total pool of general revenue grants had been cut.
As part of its strategy of fiscal restraint, the commonwealth had
abandoned a system of forward commitments (or indexation) of its
financial assistance grants to the states and, in effect, used its capacity to
unilaterally determine these grants to make them a 'balancing item' in its
achievement of its own budget targets. State agitation about this was
initially moderated both by their acceptance of a role in budgetary
restraint and as a consequence of the relative buoyancy of their own
revenue sources, especially those related to property and share
transactions. The bursting of the bubble on their own revenues increased
the states' determination that more predictable, flexible and negotiable
financial arrangements were needed: their political and administrative
flexibility was under severe threat.
Another important possibility is that the commonwealth government
had recognised that fiscal retrenchment (the phrase currently used in
Australia for budget cutbacks) had probably gone about as far as was
politically feasible. The next steps would involve cutting back
commonwealth social programs, which the government persistently has
defended as part of its economic strategy of money wage/social wage
trade-offs; and after several years of disproportionately large cuts in
state/local grants relative to commonwea lth own purpose outlays,
politically the commonwealth had reached a point beyond which it could
not cut state funding much further.
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For this and other reasons, the commonwealth saw the need to further
increase emphasis on microeconomic reform as its core economic
strategy. Here the role of the states is pivotal. With one or two relatively
minor exceptions, it is state functions that are at the heart of
microeconomic reform in transport (road, rail and ports), energy supply,
industrial relations, regulations more generally, other infrastructure such
as water and sewerage supply, as well as education and training. The
states, moreover, control other areas which the commonwealth has used
to support its trade-off of wage increases for increases in the social wage,
such as public housing and hospitals, and the commonwealth now needed
the states on side more than ever. The states' role in politically sensitive
environmental policy also is vital to commonwealth interests.
The commonwealth was, in effect, obliged to recognise that it had
reached the limits of its political authority in attempting to implement
its 'national objectives'. Attempts to cajole and coerce state (and local)
governments into acceptance of, and participation in, the
commonwealth's political agenda had proved to be of limited, slow and
uncertain success. To further advance its microeconomic reform and
budgetary objectives, the commonwealth needed to incorporate the
political authority of the states into the planning and implementation of
strategies to achieve them.
With the increased importance of these issues, and the significance of
the states' role in them, the commonwealth's original intention to hold a
Special Premiers' Conference exclusively on microeconomic reform
appears to have been extended into a broader proposed commonwealthstate agenda as part of a subtle bundling strategy. By bundling together a
larger number of issues, including some in which the states had a
particular interest (not least, financial arrangements), the commonwealth
may have seen itself as being able to diffuse some of the problems it
might have otherwise had in persuading the states to utilise their
authority to achieve greater microeconomic reform. In short, the strategy
now was one of 'encompassing' the states and local governments, by
offering them carrots instead of sticks.
Timing, and the likelihood of getting state support for the review
process, was assisted by the fact that there were no state elections in the
offing; and by the fact that one big Labor state (Victoria) and one small
Labor state (Western Australia) were (and still are) highly dependent on
the support of the (Labor) commonwealth government, having got
themselves into deep political and financial trouble. Moreover, New
South Wales (the most populous, and therefore most politically
important, state) under Liberal party Premier Greiner was strongly
sympathetic to, and indeed a leader in, microeconomic reform and
managerial reform. In fact, the paper prepared by the NSW Cabinet
Office for the June 1990 regular Premiers' Conference, which was
entitled 'Microeconomic Reform of Commonwealth-State Relations'
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must have given encouragement to the commonwealth to broaden its
strategy in a way which would facilitate the participation and cooperation
of the states.
PART III
TOWARD S A CRITIQU E

The Hawke initiative, federal theory and the real world of
IGR
Against the background of our depiction of the character of the Hawke
new federalism initiative, our attempt to highlight the purposes and
expectati ons of its political proponen ts and participa nts, and our
assessme nt of its origins, we turn now to a critical analysis of the
principles and perspectives which underlie it, and of the processes
through which it is being pursued.
It hardly needs saying that the political purposes of the review are a
critical element in understanding its nature; and that they are likely to
differ not only between the direct participants (political and bureaucratic)
but also within the governments of which they are part. In the absence
clear statements of the underlying political motives, we inevitably are
left to deduce what they might be. However, while acknowledging the
importance of these political purposes, as discussed in earlier sections,
our critique derives from a somewha t different perspective. This
perspecti ve is based on questions about the normative virtues and
practical validity of the 'federal principles' stated or implied by political
leaders in supporting the review and choosing the terms of reference for
working parties of officials; and, relatedly, on questions about the
validity of the implicit assumptions about how the federal system in
general, and intergovernmental relations in particular, really works.
It is our view that the thrust of the initiative, to date, is largely
'managerialist' and 'coordinative' in intent, 'executive' in procedure and,
arguably somewhat 'unfederalist' in its practical implications. This is not
to say that we view the likely impact of the exercise as either negligible
or wholly undesirable. On the contrary, given the relative paucity of
'federal theory' underpinning analysis of intergovernmental relations in
Australia, and the (partly associated) limited exposure of key official and
political players and analysts (ourselve s included) to practical
understanding of the Australian federal system as it really operates, we
view the whole exercise as a highly valuable learning experience which is likely to reveal, inter alia, how the constituent parts of the
system can combine to resist change which threatens to undermine its
strengths as a vehicle for participatory political action.
It would have to be said at the outset that, compared to previous
Australian 'new federalisms', and some attempted elsewhere (e.g., by
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Reagan in the United States), the Hawke new federalism initiative avoids
being totally unilateral, top-down and unprincipled.
Although initiated by the Prime Minister, and surely reflecting the
commonwealth's frustration at the limits to its political and
administrative capacity beyond its existing jurisdiction, the process is
intentionally a joint 'cooperative' exercise involving all the political
leaders and senior officials from both commonwealth and state spheres,
and incorporating representatives of local government. On the other hand,
it is essentially (and again intentionally) 'central agency driven'. Given
our assessment of the political purposes of the review and the cons_equent
nature of many of the issues to be addressed - especially the attempt to
reduce the share of tied grants and the extent of so-called overlap and
duplication - this is not surprising: the fear that functional agencies and
their Ministers would capture and frustrate the process was very great,
and well founded.
They are not totally precluded from the process, however. Ministers
and their officials are involved both through general internal consultative
processes (including Cabinet consideration of overall strategies and
particular proposals) and through participation of relevant officials on
working groups dealing with their specialist areas. But, in the interests
of sustaining control by political leaders, the results of working group
deliberations are explicitly required to be reported to Special Premiers'
Conferences, though sometimes through (but not to) Ministerial
Councils.
Equally importantly, the review processes, while neither unilateral nor
strictly top down, are essentially internal. Neither 'independent experts'
nor representatives of non-governmental interest groups are included on
working groups, and no explicitformal broad consultative mechanisms
have been established. Of course, in various ways, a wider range of
'interests' will get reflected in the conclusions of working groups and in
the decisions of political leaders; but the processes themselves are not
broadly participatory in any meaningful sense. Nor do they provide
opportunities for the participation of legislatures in the development or
approval of new agreements, other than where specific legislation is
required.
In similar vein, although the initiative can hardly be said to be unprincipled, it is by no means clear that the principles that inform the way
in which it is proceeding are derived from an appropriate or sustainable
appreciation of the nature and virtues of federal systems of government.
The Prime Minister's speech announcing his prospective initiative,
Premier Greiner's response, the October 1990 Special Premiers'
Conference communique, and other related speeches and documents,
arguably amount to the most clearly articulated political visions of the
nature of 'federalism, Australian-style' since the Convention Debates
which led to the writing of the Australian Constitution itself. As our
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earlier discussion of the speeches and papers associated with the
establishment of the processes make clear, however, the language of
Australia's political leaders contains little appeal, even implicitly, to the
principles of preserving liberty and enhancing citizen participation which
Americans would hold dear. And, to the extent that a 'model' of
intergovernmental relations can be discerned, it is one based on the
presumption that a more coordinate (or at least coordinative and managed)
style of federalism is to be preferred.
Since the political origins of, and political support for, the Prime
Minister's initiative in large measure derive from frustrations about the
constraints on, and the complexities of, attempting to exercise political
authority in a federal system, these facts are not entirely surprising.
Nonetheless, in assessing both the virtues and the likely consequences of
the processes that have been established, it is appropriate that they be
tested against an understanding of federal principles and the realities of
federal practice. Notwithstandin g a mixture of ambivalence and
antagonism among Australian commentators to it, the American federal
tradition does, we believe, provide valid elements of the foundation for a
critique.
Americans have a tradition of political liberty to carry them through
rough passages created by would-be political reformers. Eighteenth
century federalists in that country developed a revolutionary theory of
federalism, designed to preserve the liberty of citizens and to facilitate
democratic participation. The rectitude of the American federal structure
has been openly debated, along with the real meaning of liberty. Elazar
(1990), for example, recently probed the meaning of 'federal liberty'
throughout the 20th century 'American experience'.
The strength of constitutional morality and rights, and the various
structures which ensure access and the dispersal of powers, are highly
prized in the American experience (see Ostrom 1990; Buchanan 1975).
Americans have had to defend their values in an effort to maintain them
against attempts by the Federal government to consolidate its power in
the states through the use of various intrusive measures.
The American federal tradition
The most significant expansion of the Federal government's role in the
United States occurred through the growth in federal grants programs
(Peterson et al. 1986). The 1960s was the period of the 'Great Society' in
America, and the decade saw the 'transformation of intergovernmental
relationships' and what Conlan (1988, p. 7) refers to as rhetoric with 'a
powerful current of managerialism'. The Federal government greatly
expanded grant-in-aid programs and developed new federal regulatory laws
over state and local governments which were unprecedented, particularly
those concerned with environmental issues (Conlan 1988, pp. 86, 87).
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American Federal government administrative operations had begun to
seriously influence the scope of state and local government policies well
before the 1960s, however. During the early part of this century,
according to Elazar (1990, p. 11), 'American definitions of governmental
efficiency changed in the direction of bureaucratised pyramids'. One
proponent of the administrative pyramid approach in America was Luther
Gulick, whose model of administrative structures was completely closed
to any form of political influence from 'outside' (Gulick & Urwick
1937).
The changing scope of bureaucratic influence and institutional
reorganisations, of course, are ongoing features of all federal systems.
Their direction and scope, however, are ultimately constrained by their
consistency with underlying political values. Because Americans
remained preoccupied with maintaining their liberty and their capacity for
participation, there subsequently was a marked change back to smaller
bureaucratic structures, along with a more realistic definition of
governmental efficiency which drew attention to the value of government
'output' and to virtues of redundancy in increasing political stability and
decision-making reliability (see Landau & Chisholm 1985). Definitions
of government as non-centralised and fragmented were developed and
explored, in particular by Morton Grodzins (1961), who contributed the
'marble-cake' concept of American federalism to counter the critics of
disaggregated power.
Unlike the Australian experience, in the United States there is real
value explicitly attached to a non-centralised federal system. Americans
reject what Elazar terms 'illegitimate' monopolies 'even if they are
efficient from a commercial point of view' (Elazar 1990, p. 11). What
should be even more worrying for the Australian reformers is that an
American defines legitimacy with reference to 'liberty, equality, and
happiness'. Americans established a tradition of 'federal liberty' which can
be used to measure the present strengths of their federal institutions
(Elazar 1990); Australians have no such measure, at least, not in any
historical sense. There is, nonetheless, a federal principle in Australia.
The Australian point of view
The federal principle (see Davis 1978), or federal 'factor' (Chapman
1990), is the organising element of government in Australia. However,
most discussions dealing with federal principles in Australia are generated
by a concern with constitutional aspects at an executive level (Davis
1978) or with financial arrangements. Not surprisingly, the
commonwealth is, more often than not, the centrepiece (but note
Sharman 1990).
Federalism muddles the functions of governments, and political
junctures of different governments are almost impossible to clearly
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identify. Notwithstanding the fact that governments have difficulty
coming to terms with the political limitations on their own role, the
reasons for this confusion are grounded in the federal structure itself,
which provides citizens with a wide range of access points to different
spheres of government.
Correspondingly, because governments have a natural propensity to
seek to expand their influence, in federal systems they tend to develop
principles which use the language of productivity and efficiency to
support measures aimed at increasing the authority of their own
administrative structures over those of other governments (Wiltshire
1990). But the profusion and ambiguity of links between citizens and
governments serve to constrain them.
As Galligan & Uhr (1990) point out, the federal direction of government institutions in Australia are quite clearly set out in the preamble of
the Constitution to reflect the expressed wishes of the people:
The people of New South Wales, Victoria, South Australia,
Queensland, and Tasmania, humbly relying on the blessing of
Almighty God, have agreed to unite in one indissoluble Federal
Commonwealth under the Crown of the United Kingdom of Great
Britain and Ireland, and under the Constitution hereby established
(Galligan & Uhr, p. 310).
Not only was the commonwealth Constitution itself originally approved
by popular referendums in the constituent states, it also, equally
significantly, contained a (Swiss-style) mechanism for submission of
proposals to popular referendums as the sole procedure for its amendment
(albeit that referendums can be initiated only by the commonwealth
parliament).
But, overall, the significance of constitutional consensus has not
received enough attention in academic literature in Australia. This tends
to influence the type of decisions that political leaders choose to pursue
which, in turn, give shape to intergovernmental forums such as the
Special Premiers' Conference.
The Australian federal structure determines the shape of government in
Australia, despite the fact that federalism is combined with Westminsterstyle parliaments which legitimise government functions. There is no
doubt that the people of various colonies believed that federalism would
be the most desirable form of government, and there is nothing to
suggest that beliefs about liberty and freedom were any more, or less,
common in Australia during the 1890s than in the 1990s.
Australian historians sought answers to the democratic ethos that
united colonial Australia by comparing the intangible social
characteristics of American and Australian 'frontiersmen' (see Ward 1958,
p. 246). The Australian frontier is seen as an important influence on
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shaping myths about Australian society. In 20th century Australia,
frontiers were converted into states and, as governments expanded and
became more complex, the frontier image appears to have waned against
the onslaught of centralising influences (see Galligan 1989). If anything,
Australian political history now supports misconceptions of a rigid,
unimaginative federal structure sustained by featureless political
communities which lack any positive form of political diversity or
remarkable political cultures. Aitkin & Castles, for example, argue that
'the lesson of more than eight decades of Australian democracy is that the
disjointed incrementalism that results from the federal system has blunted
the enthusiasm of most politicians for sweeping or comprehensive
policies: life is too short for such utopianism' (Aitkin & Castles 1989,
p. 222).
Differences between the states, and state resistance to commonwealth
uniformity objectives, are a continuing source of frustration for the
commonwealth. Indeed, the 'level' surface myth is as much a part of
Australian political culture as it is part of the traditional opposition to
the federal structure itself. On this point, Hancock (1930, 1961) was one
of the earliest critics of the 'layman's inability to venerate where he does
not understand' (p. 97). Hancock's concern was that people and
governments in Australia failed to understand that:
The architects of the Constitution studied with great care the
pre-existing framework of the United States of America ... studied
the principles of American's constitutional law ... [and] accepted
those doctrines of 'implied prohibitions' or 'mutual
non-interference' (p. 97).
Easily the most important point Hancock makes is that the Australian
federal architects took delivery of the principles and doctrines embodied in
American federal constitutionalism. According to Hancock, 'a Federal
constitution, from its very nature, intends the survival and effective
usefulness' of the united political communities.
The Australian federal system has changed since Hancock's
observations in the 1920s. For example, the decision-making powers of
the commonwealth altered following the Financial Agreement between
the commonwealth and the states in 1927; and the early meetings
between state Premiers, to which the commonwealth was an invitee,
altered as the commonwealth government agenda expanded following the
first world war: as the 1920s drew to a close, the Premiers' Conference
had become the 'Conference of Commonwealth and State Ministers' (see
Davis 1952). As a formal intergovernmental forum, the Premiers'
Conference, had become a solid, if not a contentious, institution.
From a constitutional perspective, and with High Court decisions
increasingly in favour of the commonwealth, 'mutual non-interference'
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disappeared (note Lindell 1989). Nonetheless, this did not weaken the
federal system. The Australian states are major political players and,
contrary to popular belief, the federal system has grown stronger and
more complex since Hancock's observations.
Competition between governments and the struggle for political
authority has increased the scope for confusion as the complex mixture
of intergovernmental functions has grown. The confusion is recognised
but, because of the Westminster tradition in Australian political history,
federal principles and doctrines borrowed from the Americans, along with
their idea of federally dispersed authority, were somehow overtaken by
attention to the majoritarian aspects of the system (note Lijphart 1984;
Sharman 1989). Moreover, the popular frontier portrait of Australians in
the formative years of Australian federalism is one of pragmatism and
egalitarianism (Ward 1958). This gives Australian political history the
appearance of a raw edge. Galligan (1989), for example, argues that the
Australian founders of the federal system were pragmatists, unlikely to
be stirred by the virtues of democratic theory.
However, despite the fact that Australian federal institutions were
established on a set of borrowed assumptions, and despite the
administrative and parliamentary Westminster tradition, federal values
challenge every attempt by the commonwealth to control the political
direction of the states. Australia may have drawn on the American
experience for the preservation of its own frontiers, but when the federal
principles were borrowed from the Americans, so were the ideas which
provided the institutional support. In reality though, principles, doctrines
and liberty have quite different meanings in the two countries. This, in
itself, has affected the direction of decision making processes in formal
institutions like the Premiers' Conference.
Liberty

Unlike in the Australian federal system, liberty in American federalism is
recognised as being revolutionary. Elazar (1990) argues that liberty is
associated with an open 'marketplace', itself legitimised through
electoral, governing, legal and federal processes, and through the
separation of powers. The last point has been problematic in Australia:
nonetheless, the parliaments are part of the federal structure and the
dispersal of power through formal elections and federal institutions
legitimates political transactions in Australia.
Lijphart (1984) also makes this point in his classification of
democracy in Australia. According to Lijphart, the majoritarian aspects
of the system are only half the story: more attention should be focused
on the federal institution which supports consensus and, ultimately,
enhances the political vitality of Australian federal communities .
Australia is a mixture of Lijphart's majority rule model, and his
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consensus model of democracy. The consensus model of democracy is a
direct result of the federal arrangement and stands 'in sharp contrast to the
majoritarian characteristics of the Westminster model' (1984, p. 23).
Recent Australian analysis by Galligan, Knopf & Uhr (1990), indeed,
suggests not only that both aspects must be given due recognition, but
that 'the range of federal institutions is grounded in principles of federal
democracy that are more pervasive than the majoritarian tendencies often
associated with parliamentary government. In fact, it is the latter that are
grafted onto the former' (p. 65). This, they argue, ensures that although
Australian intergovernmental relations and public policy is 'executive' in
style, there is 'a highly fragmented and decentralis ed system of
government with many of the institutional features that the American
federalists argued was an institutional means of protecting individual
rights and freedoms' (p. 65).
In similar vein, Albert Breton's (1987) analysis of the same mixed
parliament ary/federal features of the Canadian constitutional system,
built on his Minority Report to the recent McDonald Royal
Commissio n, contends that the checks and balances inherent in the
federal structure are more potent than those associated with responsible
parliamentary government: indeed, he suggests that their potency should
be maximised by requiring that federalism be as 'competitiv e' as
possible.
Elazar (1987) identifies federal principles as having a great deal to do
with the way government authority is diffused and controlled by formal
political institution s: 'Federal principles are concerned with the
combination of self-rule and shared rule' (p. 5). According to Elazar: 'The
federalist revolution is among the most wide-spread - if one of the most
unnoticed - of the various revolutions that are changing the face of the
globe in our time' (p. 6).
This gives the American type of federalism a dual revolutionary
character: first, because it obviously fits the broad model that Elazar
describes and, second, because the more specific American type of federal
liberty resulted, partly, from a war with the British.
Australia fits the broad revolutionary type of federal system but not
the second type. This goes some way towards explaining the Australian
identity crisis with respect to its constitutional system.
Canada also has an identity crisis, with Canadian federalism debates
dominated by a tension between 'national integration' and provincial
autonomy (see Wagenberg et al. 1990). Canadian federalism has to be
able to cope with, and preserve, the political culture of Quebec society
and the rights of Aboriginal communiti es (see for example Behiels
1989).
Canadians clearly accept that political life is dominated by
'federal-provincial' relations (see Bird 1985). Australian political life is
also dominated by commonw ealth-state relations, but policy-makers in
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Australia appear less clear about the significance of political details
supporting their federal institutions. Both Australia and Canada lack
anything that resembles the writings of the American federalists to call
on to give substance and authority to claims of the virtues of federal
democracy. Nonetheless both countries suitably fit Elazar's federalism
criteria, despite not having the same overt type of federal liberty that
supports American federalism.
In terms of provincial differences, Canada appears to have a 'stronger'
federal psyche than Australia, but Australians have clearly signalled their
ability to discriminate between constitutional referendum questions from
time-to-time (see Aitkin 1978 and Galligan 1990). Political parties in
the Australian states and at a federal 'level' play a major role in
convincing their various state constituents of dangers to individual
freedoms and states' rights underpinning almost all commonwealth
constitutional referenda. There is, therefore, we believe, a basic liberal
ethos in Australia, supportive of the federal principle.

The managerialist revolution
Bureaucratic reform in the Australian federal system results from, and is
shaped by, political conditions. There is no central government authority
in Australia with the power to carry out 'national' decisions concerning
policy outcomes in a way which excludes participation by political
communities in the states. Gerritsen (I 991), for example, illustrates the
difficult dependency relationships between governments involved in rural
policies in Australia: 'The forums of agricultural intergovernmental
relations also serve political ends; not those of political parties so much
as those of the system's constituent governments' (p. 281).
That is, overall, the federal structure of the Australian system of
government makes it politically conservative, and change can only result
from pressure by several representative governments whose decisions
have been clearly endorsed by their shared constituencies.
Failure to recognise this has resulted from the fact that observations
of the intergovernmental policy process in Australia have been
conditioned not by the virtues of federal arrangements, but by the desire
among analysts as well as commonwealth governments for a more
centralised style of government (but note Sharman 1977, also Galligan
1989). The slant of these general views has gradually shifted to a more
realistic position only slowly in the literature over the past decade. For
example, a recent focus by Painter (1991) on the 'federal effects' of state
betting laws in Australia shows that while state policy problems,
highlighted by different state circumstances, may be resolved by uniform
solutions, 'uniformity' is a state, rather than a commonwealth, initiative.
More generally, however, in contrast to the United States, where
interjurisdictional interaction has been argued to be a beneficial
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consequence of federalism, in Australia the growth of intergovernmental
relations has typically been seen rather more as a way of overcoming
problems in the allocation of functional and political jurisdictions
between governments. Influenced by the work of Wheare (1946), and
notwithstanding the dominant role of concurrency in Australia's
constitutional design, the predominant attitude has been that the
extensive presence of intergovernmental relations signals a breakdown in
the principle that spheres of government should be independent
(coordinate) to the greatest extent possible. Untidiness and complexity in
federal arrangements, on this view, are to be deplored, and intergovernmental relations is to be seen as a cooperative mechanism for minimising, or at least 'managing', overlaps and conflict (Wiltshire 1990).
Recent literature has begun the process of more carefully examining
the federal system and intergovernmental relations in Australia and offers
a more sympathetic interpretation of their role and virtues, despite the
persistence of 'anomalies and absurdities' (see, for example, Painter 1988;
Gerritsen 1990; Chapman 1990; and Galligan, Hughes & Walsh 1991).
Among practitioners and politicians, however, general acceptance of
the virtues attached to the formal federal organisation of power, in current
form, remains relatively weak, and efforts by commonwealth and state
governments to 'reform' or 'revolutionise' the Australian federal system
reflect the 'non'-politics of managerialism rather than the politics of
federalism (see, for example, EPAC 1990; but note Galligan & Uhr
1990; Walsh 1990; Sharman 1990; Fletcher 1991).
In broad terms, there are two main types of administrative reform
corresponding to different economic and political purposes. The first, and
most fundamental type of reform, concerns changes to existing
bureaucratic organisational and expenditure practices which are clearly
relevant to the administrative jurisdiction of a single sphere of
government. Usually it involves strengthening the power of central
agencies, even if dressed up in other language. There is a substantial
literature covering inquiries into administrative operations from this
perspective in Australia, but even this type of reform is constrained in its
successful implementation by the federal system. The intergovernmental
intertwining of the operations of functional agencies, and the existence of
intergovernmental agreements, limit the capacity of governments to
control or arrange their own agencies.
The second type of reform arises from a desire by governments to
extend or centralise power, including over the intergovernmental
activities of their own agencies. However, more often than not, in
seeking to achieve reforms which cut across jurisdictional boundaries, it
is assumed that similar 'single-agency' approaches and principles to those
used for the first type of reform will be effective.
Single agency reform provides the basis for attempting to manage or
influence a variety of policy changes that happen to occur in the wider
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political system. Most of the initiatives for this type of administrative
reform have three main objecti ves: first, there is the desire
by
govern ments (usuall y the one doing the reform ing) for a greater
concentration of political power; second, governments are obliged
to
assess the operati ons of their own bureau cratic structu res; third,
governments have political motives for developing outlines for more
cost efficient administrative functions.
Administrative cost efficiency measures carry no guarantees for more
effective policy outcomes for citizens, however. Cost efficiency reforms
are built into administrative guidelines for altering bureaucratic process
es
and improving administrative managerialism rather than govern ment
responsiveness (Yeatman 1990). But there are other, even less desirab
le,
built-in objectives to cost efficiency which are usually associated with
trimmi ng back the operati ons of other politica lly compe titive
governments in the system - for example, the states. Cost efficien
cy
may be fine within the context of a single bureaucratic structure; but
it is
an 'internal' administrative exercise and it carries no guarantees of 'good'
or 'improved' government for citizens .
Cost efficiency reforms set aside time for governments to sort out the
administrative performance of their respective bureaucracies and, in
the
short term, encourage governments to group together and discuss their
commo n policy difficulties. But, passing administrative reform off
as
federal reform should be avoided because it has the potential to create
more problems for administrators than it solves. Federal systems
are
charact erised by institutional conflic t (note Elazar 1987). If policymakers fail to anticipate this, attempts to recast the political procedu
res
of intergo vernme ntal relation s into some form of admini strative
managerialism may be either inconsequential or, worse, detrimental
to
the comple x political relationships between citizens and the various
elected governments with the combined capacity to mix their allocati
ve
resources and provide a service.
In Australia, the princip al beneficiary of a more neatly defined
admini strative structu re most likely would be the commo nwealth
govern ment, since it is usually the commo nwealth which battles
to
supplant the institutionalised authority of another government with
its
authority, or at least to incorporate (or encompass) the authority of other
governments within its own. The costs would be born by Austral
ian
citizens, however, whose diverse interests are represented by several
different governments; federal institutions might be weakened and
the
political authority of other governments seriously undermined.
The parame ters of reform in the contex t of a single
govern ment/ad ministr ative organisation (for exampl e, the commo
nwealth) are actually established, for the most part, by other government
admini strative structu res (for exampl e, the states). The reformi
ng
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government (the commonwealth) is unlikely to have jurisdiction over the
operations of other governments (the states.).
In the United States, strength in diversity and the preservation of state
autonomy are supported by federal theory (see Grodzins 1966; Elazar
1984; Wildavsky 1984). It is the muddled combination of different
governments and their administrative structures which determine the
institutional organisation of the system. The institutional mixture in
Australia is different from the American model, but it is nonetheless true
to say that the federal process is fuelled by organisational confusion in
Australia. Revolutions may occur within specific policy functions of one
or two government bureaucratic structures but, in reality, the scope for
reform is limited and 'revolutions' become totally lost within the wider
federal process.
As noted earlier, by virtue of the dispersal of authority in Australia,
federal institutions are conservative. The activities of the states, for
example, have political conditions attached to them which underwrite
formal resistance to revolutionary change. In other words, a
constitutional basis can be found for all the actions of governments in
Australia but, legal functions do not always correspond with the measure
of political acceptance demanded by commonwealth or state constituents.
Commonwealth powers may be clearly established in relation to a
particular policy space, but there are no guarantees that the
commonwealth can, or will, use its powers to override state decisions if
the state has a stronger political constituency in favour of
commonwealth exclusion.
This is more obvious in some policy areas than in others. For
example, conflict over Aboriginal land ownership, or mining on
Aboriginal land claims, tends to polarise the electorate; and on some
occasions, the commonwealth is only too happy to turn away from
using its constitutional powers and allow the states to settle issues on a
political, rather than a legal basis. Obviously governments wish to limit
damage to what they perceive as their own constituents in an effort to
prolong their political survival.
Equally importantly, State laws have political characteristics peculiar
to their own regions and communities. These differences become
apparent when the commonwealth suggests alterations to the significance
of existing state and territory regulations and laws. As a result,
commonwealth laws relating to certain types of policy areas generate a
different political response from state to state.
To continue the example of jurisdiction with respect to the Australian
Aboriginal peoples, Aboriginal communities are governed, for the most
part, by state and territory laws. However, Aborigines are also the
subject of special commonwealth jurisdiction which, constitutionally, is
more powerful than concurrent state Jaw-making capacity. In theory, the
commonwealth can override state decision-making with regard to certain
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issues concerning Aborigines, but the reality is often quite different,
particularly in states such as Western Australia where the mining lobby
commands powerful economic and political support.
The powers of the Western Australian state Mining Act potentially
over-ride all other Western Australian state Acts and, although the
commonwealth does have the constitutional basis for an Aboriginal
Heritage Act, mining in Western Australia is rarely, if ever, impeded by
commonwealth action. The state, however, also has an Aboriginal
Heritage Act and it is common for the state Act to be in conflict
with the commonwealth Act in disputes over Aboriginal land ownership
in the state. Nonetheless, there is no surety of outcomes for either
government. On occasions when decisions on Aboriginal land ownership
appear to carry the seeds of political conflict, it suits the state
government to be 'overtaken' by the commonwea lth's heritage
legislation. Private, rather than public, investment interests are often
involved and state governments prefer not to put their political
constituents off-side. During conflict between Aborigines, developers,
and the Western Australian state government in 1989, the
commonwealth invoked its heritage legislation to force a halt to the
development of the 'old brewery site' in Perth: within a month, however,
the commonwealth was eager to withdraw, claiming immunity from
involvement in 'state issues'.
The political environment alters from state to state, and the
commonwealth itself attaches values to its legislative and constitutional
authority by measuring public support for commonwealth intervention
on certain issues. These factors are often overlooked by decision-makers
in their effort to reform the system. This is the 'single-structure'
approach and obvious problems arise when administrators, particularly
those with a poor understanding of the multi-jurisdictional aspects of the
federal system, design policies with managerialist ambition, rather than
political ambition.

New federalism, IGR and IGM
It is this sort of 'single structure' type approach, in our judgement, which
most closely characterises the current Australian 'new federalism'
initiative. Both the commonwealth and the states' political leaders and
central agencies are seeking to strengthen or extend their political and
administrative jurisdiction both over their own functional agencies (and
Ministers) which exert 'independen ce' as a result of their
intergovernmental linkages and intergovernmental agreements (especially
through tied grants programs), and over policy spaces which they see as
vital to their own current political agendas, but in which their
independent political and administrative decision-making capacity is
constrained.
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Despite some differences in emphases between leaders, economic
circumstances, related budgetary stress and notable examples of
regulatory and policy failure, have combined to produce a strong
commonality of interest in 'restructuring' roles and responsibilities. To a
significant extent, the principal protagonists have recognised the conflict
between their broad political and administrative objectives and the both
more diffused and more concentrated political and bureaucratic interests of
the governments of which they are part. They are attempting to use their
combined authority to fend off the entrenched 'empires' (in the words of
Premier Greiner). Whatever deficiencies in the politics of interest group
pressures those 'empires' may reflect, they nonetheless do also reflect the
participatory aspect of the federal system - participation which extends
beyond voting for 'policy packages' at recurrent elections to include an
influence over policy design and service delivery by governments and
their agencies.
The claims of Australia's would-be federal reformers that a clearer
definition of roles and responsibilities and, correspondingly, less
complex administrative arrangements will improve accountability to the
public is at best only half the relevant story. Even if they could be
successful, attempts to 'separate' the roles of the various spheres of
government within and between policy spaces would reduce the
opportunities for citizen access and retard the responsiveness of the
political system which are positive virtues of federal arrangements.
Equally, the coordinative character of policy and administrative
arrangements proposed to grapple with the impossibility of complete
separation involve attempts to increase management at the expense of
politics, as has been increasingly observed of the growing emphasis on
intergovernmental management (IGM) in the USA.
Government functions result from the demands of citizens, and several
governments share the same constituents. The American literature has
dealt extensively with these factors (for example Ostrom 1987; Elazar
1987; Grodzins 1966; Anton 1989). Governments respond to public
demands through patterns of shifting coalitions, and the American federal
literature clearly outlines the political integration of government in
providing services to the satisfaction of citizens. But, even in America,
the procession of ideas along these lines, as in Australia, is, however,
only a recent phenomenon (see Shannon 1989, Gerritsen 1989 & Painter
1988). The administrative focus follows along weak political lines. In
fact, intergovernmental relations (IGR) and, more recently, the
managerialist approach to intergovernmental management (IGM) have
become part of the American tradition which, according to Deil Wright
(1991), was developed to delineate between the concepts of political
actors and administrators.
Some of these points are highlighted in the illustration below,
reproduced from Wright (1991). In the first section, titled federalism, the
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political links between governments and citizens are clearly dominant.
The column on the right indicates the emergence of intergovernmental
administrators as important, but relatively minor, actors. However, in an
effort to explore the administrative operations of government and, subsequently, the more persuasive progression to managerialism, the role of
political representation is diminished. The political links are weakened in
the intergovernmental relations section and, finally, in the intergovernmental management section, political elements have all but disappeared.
To an extent, this perspective on the role and nature of IGM derives
from the particularities of the American system of grants of federal aid
and the (partly associated) system of federal regulatory mandates, with an
intensified emphasis on managerialism as the levels of federal aid have
been cut but the force of the mandates retained (Kincaid 1990).
Australian perspectives - especially those promoted or implied by
the NSW Cabinet Office approach (NSW 1990)- perhaps draw more in
concept on the German model of joint tasks. Even so, they implicitly
ignore the structure of the German federal arrangements within which
Germany's IGR and IGM arrangements are embedded, especially the direct
role of the lander in the federal legislature through the Bundesrat (see
Leonardy 1991). They also overlook the literature pointing to problems
with their joint decision-making model (see Scharpf 1988).
In any event, the dangers of attempti ng to 'depolitise' federalism
through managerialist approaches to IGR and IGM are well illustrated by
the American literature. Citizen access and participation - politics in a
real sense in federal systems - in influencing the design and delivery of
program s is squeeze d out as the role of politicia ns themsel ves is
diminis hed in the interest s of smoothl y function ing integrat ed
intergovernmental management arrangements.
PART IV
SUMMA RY AND CONCL USIONS

Politica l purpose s and the politics of particip ation
Unlike the two 'new federalisms' attempted in Australia in the 1970s, the
political purposes of the proponents and central protagon ists in the
1990s version of new federalism cannot be labelled as either 'centralist'
(which was true to a substantial extent of the Whitlam new federalism in
the early 1970s) or 'fiscalist' (as was predominantly the case with the
Fraser new federalism in the mid-to-late 1970s). Indeed, the explicit
partnership style of the current initiative, anchored in both the series of
Special Premiers' Conferences and the plethora of joint commonwealth,
state and (sometimes) local government committees and working parties
of officials, inevitably involves a collaborative (or corporatist) approach.
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FED, IGR and IGM: Concepts, Actors, Roles
Concepts
lnterjurisdictional actors
Actors:

Elected
politicians

Generalist
administrators

Program
managers

FED
Politics
(partisanship)

t

Purposes
(mission)
Power
(sanctions, rewards)

IGR
Policy
(directionality)
Perspectives
(images)
Priorities
(tradeoffs)

IGM
Program
(functions)
Projects
(tasks)
Procedures
(methods)

t
t
t

Source: Dail S. Wright, 'United States', in Galligan, Hughes & Walsh
(eds.), Intergovernmental Relations and Public Policy (1991 ),
Sydney, Allen & Unwin.
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To make what they are attempting to do appear relevant to other
political participants, to opinion leaders and to the public at large, the
processes and their intended outcomes are explained and justified in terms
of improving international competitiveness (by extending the scope of
microeconomic reforms and by creating a 'truly national economy'
through greater uniformity in regulations) and improving the quality and
delivery of services (by reducing so-called overlap and duplication and/or
improving policy and administrative coordination).
The political purposes, nonetheless, also involve attempts by
political leaders and their central administrative agencies to extend,
redefine and/or re-establish boundaries of political and administrative
authority or access, not only between but also within spheres of
government. There may be differences between the lead actors about the
desirable reshaping of boundaries - and certainly differences between
their views and those of other Ministers and bureaucrats within their
governments - but it seems clear that what is largely common ground
between them is that an attempt to clarify, and make neater and tidier,
their roles across and within policy spaces will make implementation of
their policy agendas, and their interrelationships, more 'manageable'.
Without in any way discounting the sincerity of the principal players,
we suggest that the intentions of the reform process are based on implicit
models of the federal system which ignore or under-emphasise the factors
which give federal systems their vitality and inner strength in practical
terms, and their claim to virtue in terms of democratic principles. That
is, they underplay the important role of providing shared political
authority to two or more spheres of government in order to limit the
coercive power of government and to increase the scope for citizen access
or participation and the responsiveness of government. Combined with
strong managerialist theory, weak federal theory in Australia has served
to produce a perspective on federal reform in which clarifying, specifying
and, to the extent possible, separating the roles of the different spheres of
government is presumed to be the best (and perhaps only) way of ma.king
governments accountable to citizens/voters.
To an American commentator, drawing on their strong federal theory,
the limitations of the principles which appear to guide Australia's federal
reformers would be clear. It would be equally clear to them that 'the
federal system' would resist reshaping of the sort Australia's political
leaders envisage, precisely because the system facilitates and encourages
participation through multifarious channels, and the fragmentation of
authority.
Despite the fact that the Australian intellectual and popular political
traditions have placed less emphasis on - and indeed sometimes been
either ambivalent or antagonistic to - the virtues of federalism, and
despite the fact that the Australian parliamentary system of government
affects the style of both governance and participation, we believe that a
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valid critique of the Hawke new federalism can be based on a recognition
of the role and significance of participation and responsiveness in federal
systems, Australia's no less than America's.
Indeed, over the period that economic and political forces have been
leading (arguably, almost inevitably) to an attempt by political leaders to
reshape the federal system, Australia's literature on federalism and
intergovernmental relations had been beginning to develop along lines
which involved a new appreciation of the significance of federal theory to
understanding the structure of and support for the Australian constitution
and systems of government, and of the federal factor in understanding
Australia's political and administrative processes in operation, and in
encouraging responsiveness.
Had Australia's political leaders and public sector administrators had
the benefit of greater exposure to these newer assessments of the
Australian federal system, they may nonetheless have chosen to initiate
and pursue something like the current reform exercise. Pursuit of their
political objectives inevitably is constrained by the federal system in
action; and they are constantly attempting to reshape the system to better
suit their purposes. Moreover, despite the doubts we have expressed
about its intellectual underpinnings, we believe that very significant
benefits will flow from the comprehensiveness of the declared reform
agenda and work schedule established through the October 1990 Special
Premiers' Conference.
For one thing, accelerated momentum unquestionably has been given
to initiatives previously slowed or stalled by traditional rivalries, or
simply not on the agenda because of lack of shared, and mutually
supportive, leadership from Premiers and the Prime Minister. Many of
these are interstate in character (e.g. an integrated electricity grid and
mutual recognition of standards, professional qualifications etc.) and
involve no direct extension of the commonwealth's own authority; some
(e.g., the establishment of a National Rail Freight Authority) are
commonwealth-state in character, do offer some extension of
commonwealth authority, but do so on a shared basis and at a cost to the
commonwealth in financial terms.
For another, though relatedly, the role of Special Premiers'
Conferences as an explicitly cooperative mechanism for examining and
initiating reforms to the federal systems is a remarkable and valuable
innovation - one which sets this reform exercise significantly apart
from previous new federalisms in Australia and elsewhere, and which
may lead to an improvement in the overall style and quality of
intergovernmental relations in Australia. Already it has led to changes in
both processes and structures for the organisation and conduct of regular
(annual) Premiers' Conferences, and related meetings of senior officials,
at which financial arrangements are discussed. Directly and indirectly it
also should lead to beneficial changes in the structure and conduct of
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intergovernmental relations in other peak forums and throug
hout the
system as a whole.
An equally significant aspect of the present reform exercise lies
in the
fact that local government has been incorporated into the core
processes
in ways which go beyond mere consultation or symbolism. Despit
e the
fact that local governments, in a legal sense, are creations
of state
parliaments, a representative of local government has sat at
the table
with commonwealth, state and territory leaders in the Special
Premiers'
Conferences and has been a joint 'author' of the official commu
niques.
Local government sector officials, moreover, are included on particu
larly
releva nt committees and working groups prepar ing reports
for the
political leaders' consideration. This arguably gives local govern
ment's
role in intergo vernm ental relatio ns in Australia more explic
it and
power ful recogn ition than would have been achiev ed
by their
(unsuc cessfu l) previo us attemp ts Lo get their existen ce
formally
recognised in the constitution.
Moreover, even where the current reform exercise 'fails', wholly
or
partly, relativ e to the aspirat ions of the review 's propon
ents, the
widespread activity of examining components of the federal system
will
generate a much greater understanding of, and hopefully 'respec
t' for, the
nature of intergovernmental relations in Australia - of its politic
al as
well as its administrative content. There is much to be learned
about the
federal systems that will be facilitated by attempts to reform it.
From a longer-term perspective, of course, greater understanding
is
potentially a two-edged sword. If the authority of 'the system'
is seen Lo
exceed the collect ive author ity of politic al leaders to
change it
structurally, in the interests of conserving the use of authority
there may
be a greater tendency to try to work with and within the system
. That, in
itself, involves greater acknow ledgem ent and empow ermen
t of the
participatory character of the federal system of government. Concei
vably,
indeed, the political balance might be shifted towards searching
for how
to reconcile the drive for greater efficiency in government with
the need
to accommodate and strengthen the participation of wider interes
ts.
On the other hand, greate r unders tandin g might encour age
the
development of more strategic and/or devious approaches to changi
ng the
system. For at least some groups it can be expected to
reinfor ce
antago nisms to the federal system. This, perhaps, might
lead to a
renewed attempt to pursue 'reform' through constitutional change
. But
given Australia's popular referendum approach to constitutional
change
(and the requirement of a 'double majority') this also implicitly
involves
further citizen empowerment.
We are not, in all of this, implying 'that all that currently is,
must
be', that 'anything goes' so far as the federal system is concerned.
But we
are expressing a preference for reforms, and reform strategies,
that are
based on a better understanding of the strengths as well as of 'anoma
lies
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and absurdities' of the system. What those reforms might be cannot be
specified without better understanding of what the Australian federal
system is, and how it operates - and that at least will come from the
present review.

Federal balance, accountability and fiscal balance
A particularly interesting test of the visions of the federal system which
underlie the present reform exercise is to be found in the way in which
the issues of fiscal powers and fiscal balance are included in it, in two
interrelated senses. First, an appropriate degree of balance in access to
fiscal revenues may be a prerequisite for sustaining a balanced,
responsive federal system; and, second, the accountability of
governments for the delivery and quality of services unquestionably
depends, in part, on having governments which are 'responsible' for
spending on services also, to the greatest extent possible, being
responsible for raising the revenues (see Walsh 1990, 1991).
At present, the Australian federal system exhibits an exceptionally
high degree of 'vertical fiscal imbalance' by comparison with other North
American and European federations. The commonwealth, with ownpurpose outlays representing about 50 per cent of total public sector
outlays raises about 80 per cent of taxation revenues (or about 71 per
cent of total 'own source revenues' when gross operating surpluses of
public sector enterprises, property income and the like are taken into
account). The states, with own purpose outlays of almost 45 per cent of
total public sector outlays, collects only 16 per cent of taxation revenues
from own sources and no more than 25 per cent of total own source
revenues: in aggregate, the states rely on payments from the
commonwealth for 43 per cent of their total revenues - about half of
which is provided as general revenue (untied) assistance (fiscal
equalisation ensures that the smaller states are more, and the big states
less, than averagely dependent on commonwealth payments, of course).
Although financial arrangements and fiscal powers are an agreed
agenda item for the Special Premiers' Conferences, and the subject of
review by two working groups, discussion and debate has been explicitly
constrained by the commonwealth's strong assertion of the primacy of
the requirement that its capacity (and in effect its claim to exclusive
authority) to manage the national economy be preserved, and by an even
more curious assertion that it should have the principal role in
determining the total level of taxation and its incidence (see on this,
Walsh 1991).
Without denying that the exercise of clarifying 'roles and
responsibilities' of spheres of government might lead to greater
accountability for the delivery and quality of services at the level of
voting through the ballot box, even this objective might be significantly

44

Federalism Research Cenlre

compr omise d if state govern ments remain depen dent
of the
commonwealth for the bulk of their recurrent revenues. Buck-p
assing and
various forms of 'fiscal illusion' serve to obfuscate responsibility
and
accountability in a system where intergovernmental grants
have a
dominant role.
But, as we have emphasised, viewed from a truly federal perspe
ctive,
the issues of accountability and responsiveness go beyond
this. The
capacity for citizen participation and responsiveness in federal
systems
depend on all sphere s of govern ment having 'equal' (or
at least,
appropriate) access to taxation powers to enable them to respon
d where
they deem it desirable. Fiscal balance underpins federal balance.
Australian federal fiscal arrangements evidently are not consistent
with
some of the fundamental requirements for securing respon
sibility,
accountability and responsiveness. Yet in the Prime Minister's
original
speech, and even in Premier Greiner's response, the discussion
of the role
of fiscal issues was limited and tentative, and poorly connec
ted to the
proclaimed underlying principles and objectives of the reform
exercise.
The emphasis on untying tied grants, while important, deflects
attention
away from the more fundamental issue of restoring fiscal balanc
e. In
subsequent discussion, fiscal issues have received an increased
profile,
from time-to-time, but they remain treated as if they appropriately
are to
be treated by reference to a different set of principles and concer
ns from
those which motivate the bulk of the activity of the reform proces
ses.

Concl uding comm ents
In our view, the treatment of fiscal issues in the current reform
exercise
provides the clearest possible direct evidence for our claim,
based on
wider analysis, that the Hawke new federalism initiative is
not only
shaped by 'central agency' concerns about the limitations to politica
l and
administrative authority within and between jurisdictions, but also
that it
is ambivalent about, or at least takes a very limited perspe
ctive on,
consid eration s releva nt to limitin g coerci on (protec ting
liberty ),
facilitating democratic access and participation, and improv
ing the
responsiveness of the political system.
There is also a risk that, in attempting to make the management
of
intergovernmental relations smoother, neater and more 'ration
al', the
capacity and the willingness of governments to respond to citizen
/voter
signals about changi ng patterns of service needs may be
blunted.
Clarifying 'roles' in order to make it more apparent 'who is respon
sible
for what' may increase accountability through the ballot box for
existing
services (though, as we note, the persistence of vertical fiscal imbala
nces
would limit even this gain); but it may be achieved at the expens
e of
reduce d capaci ty of citizens to shop around between sphere
s of
government to get their needs met, and at the expense of the capacit
y of
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citizens adequately to participate in, or influence, policy design and
service delivery decisions by governments and their agencies.
On this view, the initiative, while not anti-federalist, arguably is
somewhat 'unfederalist'. What is needed, we suggest, is a perspective on
reform of intergovernmental arrangements which balances the desire for
improved management and efficiency with additional criteria which reflect
the political participatory purposes of federal arrangements, and which
emphasise the advantages of having desirable uniformities sought out by
political processes, aided by market-like fiscal incentives, rather than
purely by bureaucratic design.
To the extent that we are suggesting that there are flaws in the
principles underlying the Hawke new federalism initiative, we
acknowledge that, in large measure, they can be attributed to weaknesses
in the mainstream academic tradition in the analysis of federalism in
Australia. Indeed, in some respects, the principal protagonists of the
current reform initiative have got ahead of the mainstream tradition.
Nonetheless, their interests as political and administrative leaders could
be expected to dispose them towards more limited perspectives on
flexibility, accountability and participation than we have suggested are
appropriate.
We have already made clear that much that is beneficial has already, or
can be expected to, come out of the initiative; and to the extent that there
are risks of the sort we have suggested, on our view of how federalism
really works in Australia they will be ameliorated by the reactions of the
system's constituent parts to the directions of reform as implementation
is attempted. The empires that will strike back are not limited to
entrenched bureaucratic and special interest pressure groups. Albeit in its
rather understated Australian form, the politics of participation more
generally will wield an influence on final outcomes, too.
ADDENDUM

Since the preparation, and presentation of this paper to the IPSA World
Congress, the second (July 1991) Special Premiers' Conference has been
held, and results announced (Communique, 1991). In this addendum we
offer a very brief assessment of the outcomes.
Like the first Special Premiers' Conference, the outcomes of the July
1991 Conference were carefully wrapped up in language which
emphasised 'national' over 'jurisdictional' interests. They particularly
reiterated the significance of increasing national efficiency and
international competitiveness and of moving towards a single national
economy. Indeed, the Conference Communique emphasises that the
principal focus was on microeconomic reform: in the main, issues of
financial arrangements, tied grants and roles and responsibilities for
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service delivery were discussed only in a preliminary way, with final
reports to be presented to the prospec tive Novem ber 1991 Special
Premiers' Conference.
In light of our earlier remarks about the languag e of the 1990
speech es and commu niques of leaders (and also see Walsh 1990),
particu larly notable is the subtle introdu ction of occasi onal
acknow ledgem ent of the significance of fragmented authority,
the
interests of citizens and consultation with broader groups. Specifically,
in the preamble to the discussion of Duplication of Services, the July
1991 Communique refers to 'integrating the legitimate policy interests
of
the Commonwealth, States, Territories and Local Govern ment and
achieving more integrated and more effective delivery of services
to
citizens,' and to the fact that 'it is importa nt that there is proper
consultation with the non-government sector, which has strong interest
s
in the service delivery area' (Communique 1991, p. 3).
These brief passages apart, however, the July 1991 Communique
reflects the perspectives of the federal systems our analysis identifi
es
with the Hawke initiative. The principal outcomes announced include
agreement that:
• for people with disabil ities, the states would assume full
responsibility for accommodation services (and the Commonwealth
would assume responsibility for employment related services) with
appropriate new state funding arrangements;
• in princip le, models for mutual recognition of regulations and
standards for both goods and occupation would be adopted, subject to
the outcomes of public consultations;
• a scheme is to be introduced for national heavy vehicle registration,
regulation and road-use chargin g through the establis hment of a
National Road Transport Commission;
• a comme rcially operati ng National Rail Corpor ation would
be
established with equity participation by the commonwealth and the
states (except Queensland and South Australia);
• a Nation al Grid Manag ement Counci l is to be establis hed
to
encourage and coordinate development of the electricity industry in the
eastern and southern states;
• a wide range of Government Business Enterprises are to be subject
to
national performance monitoring and freed from borrowing controls;
and that tax and competition and policies with respect to GBEs would
be re-examined;
• it would be desirable that an Intergovernmental Agreement on
the
Enviro nment be established, and that a national EPA should be
considered as part of the proposals for securing 'appropriate and
effective arrangements for standard setting and implementation'; and
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• urban consolidation should be promoted, planned and supported; an
inter-governmental approach should be adopted to achieve more
efficient and equitable provision, charging and financing of urban
infrastructure; government mechanisms for planning and coordination
of urban development should be improved; and governments would
cooperate in a range of demonstration programs and projects (under the
title 'Building Better Cities') to improve urban consolidation and the
quality of urban life.
So far as federal financial arrangements are concerned, the July 1991
Communique makes at least three important observations.
First, the new arrangements for financial Premiers' Conferences and
Loan Council Meetings had a successful test-run in May 1991. They
produced enhanced consultation and exchange of information, and will be
continued in this way in the future.
Second, the Prime Minister and Premiers agreed that, subject to
establishing arrangements for coordination of fiscal policy, significant
scope existed for greater devolution of taxing powers to the states
without damaging the commonwealth's capacity to provide for
(horizontal) fiscal equalisation and adequate national macro-economic
management capacity.
Third, it was reaffirmed that there is a commitment to a substantial
reduction of tied grants as a proportion of total commonwealth grants.
A new federal Treasurer (John Kerin) evidently has made a difference
to the public stance of Treasury on the issue of state taxing powers, to
the point where, all else equal, a carefully managed re-entry of the states
to independent income (or, less likely, sales) taxing power is probable
following the November 1991 Special Premiers' Conference (see Walsh
1990 for analysis and discussion of this).
So far as tied grants are concerned, however, the picture is more
muddied, in at least two senses. First, an increase in the scope of state
taxing powers, and a concomitant reduction in commonwealth general
revenue grants, automatically would increase the share of tied grants in
total commonwealth grants, ceteris paribus.
Second, a number of senior Commonwealth ministers have revealed
themselves, publicly, to be antagonistic to reducing the conditionality
of grants to the states in key policy areas on the grounds that
important 'national objectives' are at stake. The currently preferred
commonwealth model for increasing state budgetary flexibility in these
'key' areas at best involves the substitution of output (or outcome)
targets for traditional outlay-matching arrangements. How much real
additional budgetary freedom would be given to the states by these
proposals is an open question.
Evidently, the July 1991 Special Premiers' Conference at least
sustained the momentum and directions set by the initial Conference in
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October 1990, and promised somewhat more movement on the issue of
financial arrangements than previously had seemed likely.
Notwithstanding some isolated subtle changes of language in parts of the
July Communique, it is our view that what transpired was very much in
line with expectations and principles established in the October 1990
Special Premiers' Conference, and reflects the emphasis on uniformity of
approaches to regulations and standards (and clarifying roles and
responsibilities) which we have argued contains risks for citizens as the
ultimate 'beneficiaries'.
Much of what emerged as formal final agreements effectively were
resolutions of interstate problems in the areas of regulation, and
rationalisations of public enterprise activity in transport and energy. The
benefits to the states themselves are obvious. For the commonwealth,
the agreements represent a successful extension of its microeconomic
reform agenda into important areas where it lacks direct authority: the
states have been encompassed in its agenda.
In the press conference held at the end of the July Conference,
political leaders and local government representatives congratulated
one another for supporting outcomes which benefited the nation more
than individual jurisdictions, and made some attempts to explain that
the outcomes would benefit people. Premier Bannon, on the other
hand, once again introduced a small state perspective in noting that
cooperative federalism does involve some protection of state and regional
interests - but within a national framework.
All agreed that the November 1991 Special Premiers'
Conference - which would include the issues of vertical fiscal
imbalance, tied grants, and the rationalisation of government roles in
service delivery - would be pivotal.
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