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(i)

The period 1472-77 wmariked a watershed. in Australian political and
economic appreach, commencing with the election of the first Labor
Federal govermment for more than two decades, ending with the re-
election of a conservative government virtually indistinguichable from
its predecessors in the 1950's and 1960's. The period also marked a
shift in Australian political attitudes. It began with a form of
nationalism, a naive belief that anything could be achicved provided
an “Australian" government put jts mind and purse to it; the new
"Australian" government was only too willing to oblige. But the
experiment ended with a loss of this confidence, and a rejection of the

~ party which promised reform. The Australian electorate, for a number
of reasons, rejected the grand plans of its Labor government  and

instead adopted initially a government that had an obviously lesser

comnitment to the activities then being undertaken and later, at the
1977 election, a government that had little intention of doing anything
toward fulfilling those urban, environmental, and social reform
}mromises upon vhich Labor had swept to power five years previously.

The vision of an affluent, self-conscious, and more egalitarian society,
Lnurtured éuring the turmoil of involvement in overseas conflicts and
;domestic unrest was soured. It can be viewed in one respect as an
ddeological switch, from Labor  to Liberal, from reform to reaction,

from the grand plan to no plan, from sewcrage systems to septic tanks.

The subject of this thesis is essentially the cénflict that developed
between the Federal government and the States because of the increasing
use of the specific purpose, or tied, grant. This study uses the urban
and regional policy aspect of the relations between the Federal and
State government to show how this conflict came about. This area was
chosen as it is idecally suited to illustrate the changing finoncial

relationship throughout the 1972-77 period. The eight programs of the
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Lz ber government's Department of Urbau and Regional Jevelopment were
concerned with objectives both at the State and local government Jevel.
They were funded threouvph specific purpose giants and loans with fairly
rigoerovs conditions. The programs themselves and the method of funding
penerated a lavge degree of opposition,ostensibly becauce of the co.-
flict of priorities betwecen the Commonwealth and the States, but at the
roots, because of a struggle for pelitical power. ¥ndicutivo of its

B recolution was the rapid demise of them along with the Department of
Urban and Regional Development soon after the 1975 election. Hence,
the Department and its programs are ideally suited to demonstrate the
rise and decline of central government activities within the States

in the changing political and economic environment.

The specific purpose payment under Section 96 of the Constitution has
always been anathema to the States as it allows the Commonwealth to
direct part of a State's expenditure into areas that may not be
considered by the individual State to warrant the priority that the

Commonwecalth ascribes it. Section 96 of the Constitution states:

During a period of ten years after the
establishment of the Commonwealth and
therecafter until the Parliament otherwisc
provides, the Parliament may grant fin-
ancial assistdnce to any State on such
terms and conditions as the Parliament
thinkes fit.

The Commonwealth was given a free hand to impose whatever conditions

it desired upon this flow of money and it is these conditions, and

the increasing usc of Section $6 that is the scurce of much conflict
between the Commonwealth and the States. The developments in the
financial relationship between the Commonwealth and States 1s covered ‘
from Federation to 1972 in the first chapter which amply vindicates

Deakin's belief that:
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As the power of the purse in Great Britain
established by degrees the authority of the
Commons, it will ultimately establish in
Australia the autbority of the Commonwealth.
The rights of self-gevermment of the States
have been fondly supposed to be safeguarded

by the Constitution. It left them legally
free, but financially bound to the chariot
wheels of the Central Government. Their need
will be its opportunity....Our Consitution may
remain unaltered, but a vital change will have
taken place in the relatious between the States
and the Commonwealth. The Commonwealth will
have acquired a general control over the
States, while every extension of political
power will be made by its mecans and go to
increase its relative superiority. 1

The period of greatest conflict over the use of tied grants occurred
between 1973 and 1975 as the newly elected Labor goverament endeavoured
to put into effect the social and envirommental reforms that it had
;romised and upon which it was elected. With opposing governments

a majority of States, Federal Labor faced an uphill task in in-
?tituting its plans despite its electoral mandate. Hence, the

Federal government came increasingly to rely upon the specific purpose
;payment with attendant conditions and, predictably, considerable

conflict ensued.

The period from 1975 to 1977 is included to show the decline in the

use of the specific purpose pa&ment in the face of heavy opposition

from the States. It was this opposition which was the indirect cause

of the change in government in 1975. As State opposition to the

Labor government's movement into areas of traditional State responsi-
bility crystallized, the Liberal-~National Country Party gathered con-
siderable support from the States, especially New South Wales and Queen-

sland, which in turn was instrumental in bringing about the downfall of

the Labor government.

1. Alfred Deakin, 1902, cited in L.F. Crisp, Australian National
Government, Melbourne, 1978, p. 106



(iv)

Despite the inclusion of a large pelitical content in this thesis,
the extraordinary events leading to the demisc of the Labor govern-—
u@nt in 1975 have not been covercd. Political comment has baen
restricted to those areas where it was necessary to fully comprehend
whatever changes were taking place. Nevertheless, the whele arca of
financial relationships between the levels of government is highly
political and without some understanding of the political events

that were taking place, intergoveinmental financial relationships,

in an eriod, would probably appear incomprchensible.
3 P i )

The justification for this study rests on whatever lessons can be
learned from this particular conflict. It in no way offers any
solutions to the vexing problem of Federal-State financial relations
which have existed since Federation, but it does reveal the opposition
that can be gencrated when one level of government is insensitive

in its dealings with another level. Additionally, it points out

the ground of disharmony that can exist through Commonwealtb insensi-
tivity and some of the difficulties, political and economié, that flow
from it. Ultimately,it shows how a Federal government in Australia
_can commit political suicide if it unrelentingly antagonises other
levels of government, aside from the fact that the Constitution itself

is an effective impediment to Federal government excesses.

This study concentrates upon only one of the vehicles by which.the
Commonwealth increased its involvement within the States between 1973
and 1975 and decreased its involvement between 1976 and 1977. Where
it was thought necessary for greater clarity, however, more general
data has been provided, particularly in relation to the rise and

fall of all specific purpose payments, rather than just those for
urban and regional development. Not all payments from the Common-

wealth to the States were reduced after 1975, some actually increased,
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but overull there was a real yeduction. To this extent the urban
and regional development payments represent in microcosmic form the

overall trend in the financial relationship.

The thesis makes no comment on the effects of the abolition of those
programs undertaken by the Department of Urban and Regional Develop-
nment. This is an area which could be explored by further resea?ch.
The urban and regicnal component of this thesis is’ concerned with

its historical aspect; its development, why it came about, the
politics behind it, why it ceased to have the importance after 1975

that it had in 1972. In addition,it zeveals something of the bureau-

eratic machinations that went into instituting a comprehensive urban

and regional philosophy.

Chapter 1 establishes the growth of the Section 96 power from its
inclusion in the Constitution through to the early 1970's. 1In doing
so it explains how and wvhy it came about, aﬁd, more importantly, what
was its intention. Because of the inability to separate Section 96
from the whole gambit of financial relationships between the levelé
of governwent in Australia, significant developments in the financial
Lrelationship, such as the Financial Agreement (1927), the Grants
Commission (1933), and Uniform'Taxation (1942), have also been
included in order to place the changing use of Section 96 in pers-
pective. The chapter ends shortly before the election in 1972 of c(he
Labor government, pledging that the Sfates could expect the use of

Section 96 to be further increased under Labor administration.

Chpater 2 traces the development of the urban and regional philosophy
from its inception with the Commonwealth Department of Post-War
Reconstruction, through to the refined and comprehensive policy that

. Labor used so effectively in its election campaign during 1972. It
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also reveals the extent of the conservative resistance to urban and

regional planning, a fatal error as it turned out at the 1972 elcctions.,

Chapter 3 contazins a description of the Department of Urban and Region-
al Development and what it set out to achicve; while Chapter 4 presents
a financial analysis of the Department's programs and the changes that
it brought in the Tederal-State financial relationship. Chapter 4 also
traces the decline of the Department through 1675 in the face of the
Labor "consolidation and restraint" Budget that was being proposed and

was evcentually handed down.

Chapter 5 looks at the change in government at the end of 1975 with
particular regard for the implications of the Liberal Rational Country
Party "New Federalism" policy for urban and regional development, and

the Federal-State financial relationship in general.

The final chapter is concerned with the developments on Federalism,
‘and the approaches of the different parties to urban and regional
development through 1977. The chapter concludes with the relative
decline of the urban and regional philosophy in the face of more
pressing issues such as unemployment. The eclipse of the desire to
make the Australian urban and regional environment more efficient and

equitable was confirmed by the 1977 elections.

YMost of the information for this thesis has been drawn from public-
ations of the Commonwealth government; in particular the Budget papers
of the period. The other.main source of information has been papers
and articles, published and unpublished, of the Departments of Urban
and Regional Development, Environment, Housing and Community Develop-
ment, and of the Federal ALP. The bulk of this material came from the

offices of Tom Uren, M.H.R., at Parliament House, Canberra and Granville

| Sydney.
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Despite the pelitical adage that finance is the lifeblcod of govern-—
ment, once of the most striking features of the Australian Constitution
brought down in 1900 was its uncertainty on financial arrangements
betwcen the two levels of goverament, tlhe new Commonwealth and the
States. The Commonwealth Eill of 1891 contained no guarantee of
finance to the States although the desire for some assurance was a
prominent feature throughout the dcbatcs.1 At thc_Adelaide session
of the 1897-98 Constitutional convention, a Finance Committec was
appointed teo frame financial recommendations as delegates had presscd
the issue of guarantees to the States, and had suggested various
forms. The Adelaide Convention recommended the consideration of
several proposals; among them, and most important as far as the
States were concerned, was the return of 70 per cent of the customs
and excise duties contributed Sy each State. Under pressure, and
responding to the strength of concern among delegates, the Financial
Committee, and in turn the Convention, eventually agreed to a
limitation of federal expenditure, and a provision for the return
of a minimum aggregate surplus.2 However, at the subsequent Melbourne
session, after the implications of the Adelaide guarantees had been
fully examined, delegates displayed dissatisfaction, excising the
recommendations and proposing & number of altermatives, all of which
failed to be adopted. The substitute resolutions reflected a common
weakness of being exceptionally complicated or indefinite, the
latter category including J. Henry's proposal that "The parliament

may, upon such terms and conditions and in such a manner as it thinks

1. John Quick & Robert Randolph Garran, The Annotated Constitution of
the Australian Commonwecalth, Sydney, 1976, p. 825.
2. Ibid.
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fit, render financial 2id to any Slate."3 A compromise was thus
sought, Distribution of excess revenue was eyeutually resolved by

the introduction of the "DPradden Clause", which guaranteed for ten
years after the establishment of the Commonvealth the rehaymrnﬁ of

75 per cent of the customs and excisc revenue collected by the Common-
wealth.4 The format gave a strict mathematical basis to any
distribution based upon population and/or the level. of contribution

of any particular State.5 The smallcy States, however, remained
concerned about the way the revenuve collected wounld be distributed
back to the 'States, claiming that it altogether iguored their neceds,

and would result in anomalies. To mcet this objection Henry's

proposal was revived which, it was believed, would compensate the
smaller States for the difficulties that might be caused in the first
few years of the uniform tariff by the unyielding requirements of the
distribution clauses.6 A new clause, as Section 96 of the Constitution
~ was thereby introduced to empower the Commonwealth Parliament to grant
financial assistance to any State on such terms and conditions as it
thought fit for a period of ten years or thereafter until the

Parliament decides otherwise.

The clause, inserted at the Premiers' Conference in 1899,met with
general approval; G.H. Reid in his speech on the Address in Reply
in the Legislative Assembly of New South Wales on 21 February 1899,
could say: .

There is a new clause inserted next to the
Braddon clause which gives the Commonwealth
Constitution a very valuable fecature of
elasticity in connection with the finances....

Ibid. p. 869.

Section 87 of the Constitution.
Section 69 and 93 of the Constitution,
Quick & Garran, Op. Cit. p. 869,

[0, B R O




That provision has been inserted, and I think

it is a distinct improvement in the Bill, 7
The duration of the clause, however, docs not secem to have been
considered very closely. As late as 1967 Sir Robert Menzies commented
specifically con this point and said:

As part of the bargaining process which went

on before the Constitution was finally

adopted, this section was put in because it

was thought that some of the federating

colonies, now to become States, could suffcr

disabilities; particularly in what I may call

the transitional period, before the new order

settled down. "During ‘a period of ten years"

suggests this. The express power of the new

Parliament to alter or cancel the provision

after ten years supports the suggestion. 8
~ Menzies remarks were not new: Quick and Garran had foreseen this at
a much earlier date. Viewing the clause's close historical commection
- with the Braddon clause Quick and Garran believed that it was
probable that the Premiers intended that it should survive while the
~ Braddon clause survived and no longer.9 That Section 96 still
survives teday is not particularly surprising: there are few examples
of a Parliament cutting away its legislative power for the future.
There was even no legal obligation for the Federal Parliament to
divest itself of this particular power, even if it was originally
intended that it did so, as Section 51 provided that the legislative
pover of the Commonwealth would extend to "matters in respect of

which this Constitution makes provision until the Parliament other-

wise provides".

7. cited in Ibid. p. 871.

8. Sir Robert Menzies Ceniral Power in the Australian Commonweaith
Melbourne 1967. p. 75,

9. Quick and Garran Op. Cit.p. 870,



Heoce fivomceisl relations between the Commonwealth and the States
were governed by Section 87 of the Constitution until 1910 by which
time problcwms had alrcady become apparent. Table 1:1 indicates these

problems,

Table 1:1 Surplus Revenuc Payments to the States, 1901 to 1809-10

Three-fourths  Additicnal .
of Payment NSW Vie. Qld SA WA

Tas.
Total  Nct Customs from Total Per Total Per Total Per Total Per Total Per Total TPer
Payment and One-fourth head head head head head head
Excise Retamable
Revenue by C'wealth
Sm. Sm. $m. Sm b Sm Ay Sm. § $m 5 Sm S S, s
alf-year to
‘ 7-2 6-0 1-2 1-8 1-31 24 197 1-2 2:3¢ 07 1-83 09 4-94 0-4 2-03
( 14-7 13-0 1-8 4-8 347 3-8 317 1B 357 1.2 339 244 12:59 06 3-62
16-4 14-1 23 61 4-36 4:2 348 1-8 3-57 1-2 316 2-5 11-78 0:6 " 3-39
14-8 13:3 15 54 377 4.0°3:32 16 312 -1 292 2:1 9:37 0:5 295
14-3 12°8 1:5 591 347 4.0 3:32 15 29 Pl 2.9 2:4 851 0:5 288
14:8 13-1 17 55 367 42 344 V-7 3:25 1] 297 17 6:84 05 2:82
15:7 14-3 16 6:1 “3:97 4:4 3387 L9 3eSLode3e 3536 )-S5 59920 05 2-90
12-7 17-1 07 7-2 4-61 4-7 381 21 3-8 1-6 4-03 -5 575 06 3-04
15-9 159 — 67 4-18 4-0 3-12 2-1 3:72 14 3-52 13 470 05 263
17:0® 17-0 — 70 4-28 4-2 3:23 22 3-84 17 405 1-4 517 05 27
145+4 136-3 12-]

Sowrce: Commianwealth Year Book, No. 4 (19i1), pp. §21-2, and No. 2 (1909), pp. 161 and &16.

of variations of operating Commonwealth Departments in some States
.there were also diffe‘rences in the proportions of revenue rcturned to
the States.m Further, pressures had developed for increased Common-
| wealth expenditure in respect of social services, public works,
defence, subsidies and other miscellaneous purposes.11 Propesals for
modifying the financial arrangements had been debated through a
scries of Premiers Conferences over the period since Federation to
achieve a more satisfactory long-term basis for .providing financial
ass’stance to the States. Four were seriously considered: per capita
distribution of surpluses, the bayment of fixed absolute amounts, the
payrent of fixed annual pe¥ capita amounts, and the transfer of

State liabilities to the Commonwealth.12 All of these possibilities
10. R.L. Mathews & W.R.C. Jay, Federal Finance, Melb. 1972, p. 66

11, Ibid.
12. Commonwealth Year Book No. 4., 1911 p., 799.

There were large per capita differences between the States, and because



were canvassed at the Conferences and, in 1902, agreement was

finally recached on a scheme which provided a fixed per capita amount,

Amending legisiation, the Surplus Rovenue Act of 1910, was passed;
the Braddon clause ceased to have effect from 31 December, 1910;

and for ten years commencing 1 July 1910, and thereafter until the
Parliament provided otherwise, the Comwonwealth was to apply to each
State by menthly instalments, or to apply to the interest on the
State's dcbts taken over Ly the Commonwvezlth, an amount equal to
$2.50 per head of the number of people in the State. Commonwealth
payments to the States amounted to $11.2 million in 1%910-1]1 compared
to $17.0 millien in the last year of the old arrangements. At first
eight, the loss of revenue to the States seemed drgmatic, but the
Commonwealth, apart from developing its own financial strength, had
assumed responsibility for some State functions such as pensions,

the Northern Territory, and quarantine. The Braddon clause had gone;
" a new formula had been struck; and Section 96, though yet to be
used, still remained. Conceived to improve harmony between the tiers
of government in financial matters, paradcexically, the new formula

was itself to lead to further disharmony within a fairly short time.

- .

World War I greatly extended the range of Federal activities and
exvenditures and also increased the industrialisation and hence
revenue sources within Australia. In 1915 the Federal Covernment,
in response to war-time demands, took advantage of concurrent powers
of taxation under Section 51/ii of the Constitution and iwmposed a
federal income tax over and above that struck by the States. This
action accelerated a trend in public finance - the use of income

texation as a major source of revenue. After 1919, to accommodate

rises in costs and governmental obligations, all States and the
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Commonwealth increasingly relied on income tax, and the per capita
payments by the Federal government Dbecame a decreasing proportion
' 13} e ;
of State Income. Through the use of income tax, and to a lesser
extent other direct taxces such as succession and land taxation, State
finances were on a fairly sound footing. The Commonwealth still
y &
possessed an absolute advantage but the relative position of the
States had improved considerably since 1910. This improvement,
however, was also in part dve to the Iisher government's implement-—
ation of the broad provisions of Section 26 to make "disability"

payments to selected States. The Section 96 payments took two forms;

special disability and specific purpose payments.

The first Scetion 96 paymengs to the States by the Commonwealth

began with special grants paid to Western Aust&alia in 1916-11.
Tasmania was included in 1912-13. The only other State to receive
payments prior to the establishment of the Commonwealth Grants
Commission in 1933 was South Australia, payments to which commenced
in 1929-30. Whilst these payments recognised the financial disability
suffered by these smaller States,the size of the grants tended to be
determined on an ad hoc and often political basis. Despite some
applications having been referyed to Royal Commissions or the Commoii-
wealth Public Accounts Committee, there was no clear understanding

as to what criteria should be adopted for purposes of determining

the assistance to be given.

In 1923 the Commonwealth further expanded its use of Section 96 powers
to intervene in the direction of State expenditure through specific
purpose payments. This was effected through the Main Roads Develop-

ment Act, 1923, which provided for payment to the States of a single

13. G. Sawer, The Australian Constitution Canberra, 1975, p. 91.




lump sum ¢! $) wmillion, subject to a $§1 for §1 contribution by the
States, under a distribution formula decided upon by the Federal
111 e 2 > . 1
gOVerNmen ., In 1626 the Federval Parliamont brought down the
Federal £id Roads Act which increased the allocations paid to the
States and also increascd the matching requirement to $1.50 for
st U -t
every $2 ithe Commonwcalth provided. The Act was challenged by the
Victorian government and Section 56 had its first test before the
: . 116 - Al
High Court. The claim of the plaintiff was that the Act was
invalid because it was in substance a law relating to road making
and not ¢ law for granting financial aid to the States. The argument
was dismicsed unanimously by the Court; this made it abruptly clear
that, if a Commonwealth law is one providing a grant to a State, the
terms which may be attached to that grant are matters entirely the

prerogative of the Commonwealth Parliament.17

In 1957 in another case between Victoria and the Commonwealth, the
Chief Justice, Sir Owen Dixon, summarised the effect of the Tederal

Aid Roads Case decision:

The validity of the legislation was upheld by
this Court as authorised by Section 96. This
means that the power conferred by the provision
is well exercised although 1. the State is bound
to apply the money specifically to an object
that has been defined; 2. the object is out-
side the powers of the Commonwealth; 3. the
payments are left to the discretion of the
Commonwealth Ministers and, 4. the money is
provided as the Commonwecalth's contribution

to an object for which the State is also to
contribute funds. 18

14, Payments to or for the States etc. Budget Paper No. 7, 1975-76, p.201,
15. Ibid.

16. Victoria v The Commonwealth (1926) 38 C.L.R. p, 399,

17. Menzies, Op. Cit. p. 77.

18. Victoria v the Commonwealth (1957) 99 C.L.R. p. 606.
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Dixon's statement is significant bccapsc for the first time in three
decades the dmplications of the Section 96 power were spelt out.
Whercens since the decision of 1926 the Section had been used as a
major and flexible instrument for enlarging the boundaries of Commorni—
wealth power, the High Court now afforded Section 96 a character and

function without doubt never contemplated by the original draftsmen.

The Financial Agreement - 1927

In the interim there had been a number of major developments in the
financial relationship between the Commonwealth and the States. The
first of these was the Financial Agrcement reached between the
Commonwealth aand the States in 1927 under which the Federal government
would bay to the States for fifty-eight years commencing 1927-28 an
annual amount of $15.17 million as a contribution towards interest

on State debts. These interest payments replaced the per capita
grants and they were (and still are) distributed between the States

in the same proportions as the 1926-27 per capita grants.19 The

financial agreement also provided for Federal government contributions
towards sinking fund payments in respect of State debts existing at

30 June, 1927 and those incurred after that date. |

The provisions of the Financial Agreement Act of 1928 represented a ‘
clear change in emphasis with regard to grants to the States. Prev-
iously the Commonwealth had been handing over part of its revenue to

the States ostensibly because its revenue resources exceeded its

needs while those of the States were inadequate. With the agreement

the Commonwealth took over some of the financial obligations of the
States, that of meeting part of their interest bill for fifty-eight years

and that of providing part of the sinking fund contributions of State

19. Payments to or for the States etc. 1975/76 p. 155.
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debt indcfinite]y.zo

This solution to the problem of the financial relationship was not a
recent development: it had been canvassed during the Constitutional
Conventions but was rejected as it did not offer a permanent solution
“to the continually growing needs of the States as population expanded.
When the agreemeunt was adopted the same reservations applied; it

was, however, & workable solution so long as the SLatos had access

: . 21
to income tax and rcmained the senier tax gatherers in that field.

The Grants Commission

The second significant development was the formation of the Grants
Commission in 1933. This resulted primarily from pressure by the
less populated States who wers finding, with the onset of the
Depression, that they were unable to provide services at a standard
comparable to those of the richer, more densely populated States.22
ihe impact of the Depréssion was the fundamental cause of the dis-
satisfaction with the financial distribution and it eventually
climaxed in strong secessionist movements in three States. The
formation of the Commission defused these movements but not before

a secession referendum had been passed in Western Australia in 1933.23

The new body was charged under Clause 9 of the Commonwealth Grants
Commission Act, 1933, with inquiring into and reporting upon appli-
cations made by any State to the Comménwealth for a grant ﬂy the
Parliament of financial assistance in pursuance of Section 96 of the
Constitution. Although the Act defined its powers broadly, it was
20. Mathews & Jay, Op. Cit. p. 121.

21. Ibid. p. 122.

22. Ibid. p. 153.
23, Ibid.
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made cleay «t the time the legislation was passed that the Comuission

was intend:d simply to provide a basis for the allocation of special
N » : 1" 1" 24 .

grants to the existing three "smaller"” States, Rowever, its

merbers sav their task as veviewving the scheme of financial relation-

ship and oppraising "the success with which it meets the present day

needs of the people of Australia?.zs

The Commission spent its initial three years defining the principles
under which it would operate. By its Third Report, 1936, it had re-
jected the view that grants under Section 96 should be related to the
disabilities imposed on the claimant States by Commonwealth policy.
It decided to recommend grants basced on States budgetary needs after
all other transfers had been taken into account., In the following
year, the Commission found cause to comment on the large amount of
assistance which was given by the Commonwealth to the States for
specific purposes, frankly asserting:

We have no right tocriticise these grants, b;t

we think it right to point out that a system

of special grants for general needs, may produce

considerable overlapping and other anomalies. 26
- This issue was not raised again until 1966 when the States complained,
after a long period of rising resentment,that the use of specific
purpose grants impinged upon their sovereignty and had the effect
of diverting State funds from fieclds which the_State governments
considered to have a higher priority.
24. R.J. May, Pinancing the Small States in Australian Federalism,

Melbourne, 1971, p. 40.

25. Commonwealth Grants Commission, First Report, 1933,
26. cited in R.J. May, Op. Cit. p. 4l.
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Uniform Taration

Finally, after the outbreak of the Second World War, and with in-
creasing demands for greater war-related expenditure, the Comnmonvealth
found itself in a difficult position and was looking to maximising
its revenue from 211 sources. The financial resources available to
the States were, for the most part, sufficient to enable them to

meet their own expenditures principally from funds.which they them-
selves were responsible for raising. The Commonwealth's scope for
obtaining additional revenue,however,was limited by a constitutional
constraint not allowing the Commonwealth to discriminate between
States in the imposition of taxes. The States themselves taxed at
differing rates according to their needs. Their neceds were generaily
defined by the level and type of services which they provided to
their citizens. The Commonwealth tax rate had to be uniform through-
out all States. Hence the Commonwealth could only tax at.a rate that
the people in the highest taxing State could afford to pay over their
own State taxes. As some States taxed at a lower rate there was
clearly untapped revenue resources available. Following a Committee
on Inquiry into the problem, legislation was introduced into the ’
Federal Parliament in May 1942 which in four related Acts forced the
States out of the income tax field and rendered it a Federal monopoly.
0f the four Acts, the first imposed a high rate of Federal income
tax; the second acquired the State income tax Departments with their
records and offices for Federal use; the third provided for Federal
priority over any State in the collection of income tax; and the
fourth authorised grants to the States of amounts roughly equal to

lost income tax revenue on the condition that they imposed no further
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’ 27
income tax.

Despite the assurances that the Commonwealth power was to be only
temporary, lasting until one ycar after the war ended, the States
vere compelled to reconsider their financial position. In the latter
part of 1942, four States led by South Australia, challenged the
legislation in the High Court, though unsuccessfully. The Nigh Court

found:

...that as there was no actual coercion to
vacate the income tax field but only a
rather powerful persuvasion, what was done
was done rightly within the taxation power
of the Commonvealth and within the power of
the Commonwealth to make grants to the
States under Section 96, and to annex
conditions at the discretion of the Common-—
wealth Parliament. 28

There was one dissenting view put by M. Justice.Starke, who believed
that the intention of the legislation not to deprive the States or

interfere with any State Constitutional power was "specious but un-—

.

real", and concluded that:

...the real object of the position is that
already stated, and it is in my judgement
neither contemplated by nor sanctioned by

the Constitution and in particular by Section
96 thereof. As I have said, all State
legislation and functions might ultimately

be so controlled and supervised. 29

By the end of the war the new tax system had acquired a momentum and
public popularity which ensured its continuance. In 1946 further

Federal legislation was passed giving the scheme permanency, thereby

27. G. Sawer, Op. Cit.p. 93. The four Acts were the Income Tax Act
1942, Income Tax Assessments Act 1942, States Grants (Income Tax
Reimbursement) Act 1942, and the Income Tax (Wartime Arrangements)
Act 1942.

28. South Australia v Commonwealth, 65 C.L.R. (1942) p. 374.

29. Ibid.
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resting it squarcly on peacetime powers and notl on the defence power

30
of the Commonwealth.

State protests were wade from time to time, and, in 1953 the Menzies-
Fadden government examined the possibility of returning income tax
powers to the States but the proposition was jettisoned through lack
of agreement with the States. lowever,in 1857 the States collectively
mounted another legal challenge but again unsucccséfully.Sl In what
became known as the Second Uniform Tax Case, the power of the Common—
wealth in the 1946 legislation was upheld and the High Court further
decided that there were no significant. restrictions on Section 96
grants power so long as a State was legally free to refuse a grant,

the circumstance that in practice it could not afford to do so was

considered judicially :h.‘relev:»mt.‘*x2

The States Grants (Tax Reimbursement) Act 1946 included a schedule
determining the distribution of the aggregate grants in 1946-47 and
1947-48. 1t further provided that, in each of the financial years
1948-49 to 1956-57 inclusive, a percentage of the grant was to be
distributed in accordance with the schedule and the remainder was to
"be distributed in proportion to the populations of the States, ad-

justed for density and for numbers of children between 5 and 15 years

33

of age; The percentage to be divided, according to the schedule,
Qas 90 per cent in 1948-49 reducing by 10 per cent per year, so that
by 1957-58 the whole of the tax reimbursement grants would be
distributed in proportion to States adjusted populations. Hence by
1957-58 the distribution of grants between States would no longer be
30. R.G. Menzies, Op. Cit. p. 85 '

31. Victoria v The Commonwcalth, 99 C.L.R. (1957) p. 575.

32. Sawer, Op. Cit. p. 93.
33. Payments to or for the States, 1975-76, p. 157,
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determined, directly or indircctily, by reference to the amounts of

34
income tax collected by ecach State.

The Pinancicl Ascistance Grants

In June 19592 a new system of financial distribution was proposed by
the Commonwzalth arising once again from a failure to ogreec on the
restoration of the income tax powers to the States: The concept of
tax reimbursement was to be replaced by that of fipancial assistance
based on the needs of the States and not on a reimburscment of tax
revenues losL.35 There was an important psychological change heid
as it allowed the Commonwealth to view the grant as just another
item of expenditure from its tax revenue. The new fiﬁancial assist-—
ance grant, moreover, was designed to azmalgamate within the new
revenue grant arrangement the large grants which were then being
paid to the States as tax reimbursement formula grants and supple-
mentary grants. The jmplication of this construction was not readily
apparent at the time, but it was to become a major difficulty in
Commonweqlth/State negotiations later on especially with regard to
specific purpose payments. The magnitude and distribution of the
grants under the formula and supplementary system up to 1959 are shown
in Table 1:2. After 1959 the ;mounts were included under the total
financial assistance grant and these amounts are shown in Table 1:3
up to 1977.

34. Ibid.

35. Leo Heischler, The Financtal Assistance Grant, Occasional Paper
No. 1 CRFFR, 1976. p. 2. It is worth noting that the States
still regard these grants as "an entitlenment, as the reimburse-
ment of those income tax revenues which would have been flowing

directly to them had they had returncd to them the income tax
powers taken over by the Commonwealth in 1942"., 1loe. eit.
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Despite chanpes in formal Yederal/State financial arrangements,
specific purpose payments continued to grow in a number of diverse

areas.

The 1930's and 1940's brought payments to the States for relicf of
unemployment, relief to primary producers, for particular agricul-
tural activities, for railways and waterworks projects and for some
other minor puposes.36 Commonwealth 2id for roads increased from
$0.3 million in 1923-24 to $29.6 million in 1951-52 and to $170 million
in 1968-69. Other specific purpose grants (excluding those undexr the
Financial Agreement) rose from $19.4 million in 1951-52, to $38.1
million in 1958-59 and then to $217.1 million in 1968-69, increasing
their share of total payments from 5.9-per-qent to 6.4 per cent to
14.7 per cent respectively.37 Similarly, in terms of State outlays,
Figure 1:1 reveals the growth of the proportion of specific purpose

payments in total State outlay.

50
40

30

20

5 7
7 //////A% W,

1936-9  1948-9 1956-9 1968-9 T3~4 T4-5 15-6 A
Figure 1:1. Source: Adapted {from C.P. Harris, Relattonsthg
betwcen Federal and State Govermments in Australia
Canberra 1978, p. 81,

<<§S
NN\

36. R.J. May, Op. Cit.p. 148.
37. Ibid.; p. Y49
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Commonwealth interest in what was regarded as traditional arcas of
State responsibility had grown progressively as recognition of the
national importance of specific areas had grown. Education partic-
ularly came in for carly funding with Universities attracting subsidics
from 1951, Technical Education and School Science laboratories from
1964, C.A.E.'s in 1965 and Teacher's Colleges in 1967. Other schemes
of long standing are the grants for specific railway projects
commenced in 1924 and the cattle tick control and research progranm
funded since 1926. The growth of specific purpose payments and their
arcas of interest is indicated in Tables 1:4 and l:4a. The large
increase in payments of a revenue nature relative to capital payments
(in Table 1:4a) is worthy of note, indicating the higher level of
interest by the Commonwealth in the funding of programs of a long-
term nature. This same trend is sustained in the relationship of
specific purpose capital payments to total general purpose capital
funds. As Table 1:5 illustrates,specific purpose capital funds grew
from 21.3 per cent of total capital funds in 1958-59 to a peak of
60.2 per cent in 1974-75. Over the same time period Table 1:6
reveals the growth in specific purpose revenue payments of 10.5 per

cent to 45.4 per cent.
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Table l:ibe Total Speeifie Purpose Paymente 1958-59 to 1976-77,

($ million)

Payments of a revenue nature Pavments of a coapital nature
1958-59 &7.7 170.6
1959-60 48.8 186.9
1960-61 52.8 ’ 194.2
1961-62 56.5 240.3
1962-63 60.7 254.7
1963-64 65.5 269.9
1964-65 73.4 317.4
1965-66 91.8 363,3
1966-67 100.2 380.1
1967-68 112.8 448.9
1968-69 120.1 439.4
1969-70 145.5 486.0
1970-71 188.9 537.3
1971-72 245.8 458.9
1972-73 3892 541.6
1973-74 609.7 858.4
1974-75 1078.1 1551.9
1975-76 2315.9 1836.3
1976-77 2387.6 1860.9

Source : DYayments to or for the States etc. 1974-75/1979-80.

Table 1.5 Specific Purpose Capital Peyments/Total Capital Funds for
State Govermments, 1956-59 to 1976-77.

($ million)

(1) (2) (3) (4)
S.P. Capital G.P. Capital Total Capital )
Payments Funds Funds 3)

- 1958-5¢9 170.6 348.4 519.0 32.6
1959-60 186.9 - 377.8 564.7 33.1%
1960-61 194.2 385.6 579.8 335
1961-62 240.3 394.2 634.5 37.9
1962-63 254.7 412.8 667.5 38.2
1963-64 269.9 443,7 713.6 37.8
1964-65 317.4 477.3 - 794.7 39.9
1965-66 363.3 488.0 851.3 42.7
1966-67 380.1 525.0 905.1 42.0
1967-68 448.9 554.,2 1003.1 44,8

-1968-69 439.4 584.0 1023.4 42.9
1969-70 486.0 625.8 1111.8 43.7
1970-71 5373 681.5 1218.8 44,1
1971-72 458.9 892.0 1350.9 34.0
1972-73 541.6 982.0 1523.6 35.5
1973-74 958.4 867.0 1825.4 52.5
1974-75 1551.9 1027.4 2579.3 60.2
1975-76 1836.3 1291.0 3127.3 58.7
1976-77 1680.9 1256.0 3036.9 55.3

Source : Payments to or for the States, etc. 1974-75/1979-80.



Tavle 1:6

Specifie Purpose Revenuc Pauncnis/Total General Reverue Assistance

(5§ mililion)

(1) (2)
S§.P. Revenue Total CGeneral ) 9
Tayment Revenue Assistance {2y
1958-59 477 451.5 10:.:5
1959-60 48.8 505.7 9.7
1960-61 52.8 55772 9.5
1961-62 56.5 606.7 9.3
1962-63 - 60.7 h31.1 9.6
1263-64 65.5 658.9 9.9
196465 73.4 713.1 10.3
1965-66 91.8 7991 315
1966-67 100.2 877.4 11.4
1967-68 112.8 956.9 11.8
1968-69 120.1 . 1049.6 11.4
1965-70 145.5 1189.2 12.2
1970~71 188.9 1480.2 12.8
1971-72 245.8 ~1532.2 16.0
1972-73 389.2 1700.9 19.9
1973-74 609.7 1923.5 31.7
1974-75 1078.1 23759 45 .4
1975-76 23160 3111.6 4.4
1976-77 2387.6 3722.6 64.1

Source:  Payments to or for the States etc. 1974-75/1979-80,

-

it is in the total general revenue assistance that the dramatic rise
of specific purpose payments becomes most apparent. As the Cowmonwealth
did not rcgard the financial assistance grant as a reimbursement of

- income tax revenues, there was no constraint upon the Commonwealth

to maintain these grants on any'proportional or relative basis.
Indeed, total general revenue assistance in its level and method of
determination is a very crucial factor in the. financial relationship
between the govermments. It is the most preferred form of grant in
the State's opinion as it allows them the flexibility they desire;
however, the States have constantly complained that it is insufficient
to meet their needs. As Leo Heischler noted, by providing funds at

a lower level than the States request the Commonwealth gains con-

siderable "leverage" in terms of States expenditure. That is, to the
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extent that the general revenue assistance is insufficient and the
States are starved of funds, they accept more readily the condiiions
3
attached to the specific purpose grants.
The States did not accept these financial constraints complacently.
They made several attempts, mainly through negotiations at Tremiers
Conferences, to alleviate their financial subservience. Some success
was achieved; additional grants were paid in 1961-62, 1962-63 and
1963-64, and agreement was recached at the Premiers' Conference in
February 1967 to reduce the time lag before increases in average wages
were reflected in the grants.39 A major attack was launched by the
States at the February 1970 Premicrs Conference, following the sub-
mission of a joint statement to the Prime Minister by the Premicrs
entitled "The Financial Relationship of the Commonwealth and the
States". The thrust of their argument was that the existing financial
assistance grants formula produced an insufficient rate of growth in
general revenue assistance to the States compared to their increasing
expenditure commitments, particularly in the areas of debt charges
and social services expenditure, and taking into account the restricted
. 40 : , Y

revenue fields open to the States.  In the conclusion to the state-
ment the six States succinctly summarised the essence of their
grievances:

In the course of financial arrangements consid-

eration must be given to permitting participation

by the States in such capital and developmental

funds as may be secured from revenue resources;

to a review of the recent trend to prolifecration

of Commonwcalth 'special purpose' grants; and to

the possibility of the States securing access
to wider revenue fields presently under the

38. Heischler, Op. Cit. p. 3,

39. Payments to or for the States etc. 1975-76, p. 158 {f,
40. Ibid. p. 104,



control of the Commonwealth, as well as

to income tax. 41
The Commonwezlth response to the Premier's statement was enunciated at
the June 1970 Premicrs Conference when the Prime Minister gave details
of four ways in which the Commonwealth was prepared to help the

Y 42 :

States, and to which the States apgreed. No mention was made, however,
of reducing specific purpose grants although they had fallen relative
to the now increased general rcvenue grants. 7Two years later, at the
June 1972 Premiers Confcrence, some additional grants were also

agreed to.

As distinct from the general purpose grant which tends more to a broad
equalisation of standards and services, the specific purpose payments
can be used to upgrade services where the Commonwealth considers the
State is giving too low a priority or in which it is underperforming.
Tables 1:7 and 1:8 indicate both the allocation of funds (general

and specific purpose) between the States. Close examination of the
tables reveals those Sfates where the Commonweélth ﬁas increased the
proportion ‘of one form of payment over the other. For example, in
Queensland in 1965-66, the general purpose payment increased by 5.8
per cent over the previous year.whilst the specific purpose payment
increesed by 14.9 per cent. Similar examples are evident from the
data presented. The incidence of such growth disparities reflects

41, Ibid..
42. The four schemes involved:
1. the addition of $40 million to the 1970-71 grants under the
existing formula;
2., increase in the betterment factor from 1.2 to 1.8 per cent;
3. an interest free capital grant of $200 million for 1970-7]
increasing in future years in proportion to the increase in
the total Loan Council works and housing program ;
4. payment of $1,000 million over 5 years to meet charges on
existing State debt.
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geveral different factorvs such as the Commonwealth's assessment of how
a State is performing in specific arcas, the provision of a new
service, or the intrusion of the Commonwealth into a particular functian

citber new or formerly the concern of the State or States.

Table 1:7 Total Specifie Purpose Payments

($ per head of population)

N.S. W, Vie. Qld. S.A. W.A, Tas, Tola)
1956-57 oo .e .o 17.21 17.76 18.48 23.65 34.90 27.83 15.77
195758 .e . . 17.60 18.76 19,63 25.95 37.18 29.00 20.78
1958-59 .o . . 18.44 19.61 21.30 27.93 39.29 33.38 22.06
1259-60 .o oo o's 19.99 21,81 21.20 28.74 40.51 32.9] 23.139
196061 oo .o . 19.86 22.53 22.65 29.59 43.06 34.42 24,05
1961-62 . . . 23.46 24,97 29.40 37.40 46.75 39.84 28.27
1962-63 . .o . 23.03 23.62 34.34 41.62 ©  52.82 37.91 29.46
1963-64 .o . . 24,19 23.34 37.75 42.97 57.74 42,02 30.73
1964-65 .o . .e 29,37 28.23 35.20 49.08 66.22 50.11 35.15
1965-06 . . . 36.87 28.47 40.45 51.67 78.31 56.73 40.14
1966-67 ve . . 36.53 30.73 43.50 52.84 79.92 65.7¢ 41.67
1967-68 . .o .e 38.50 36.77 57.36 57.09 86.77 91.32 © 47.92
196869 .o oe o 38.31 37.95 45,91 68.66 82.56 74.85 46.83
1969-70 .e . o 42.52 40.21 59.02 69.16 85.52 89,46 51.73
1970-71 e . e 50.24 48.35 67,64 72.89 88.21 85.19 58,506
1971-72 .o .e . 47.70 44,53 74.88 57.27 85.52 84.12 55.94
1972-73 .o . . 63.20 60,98 90.17 76.31 106.84 102,66 72.63
1973-74 .o e o 106.32 106.87 138.88 150.55 153,92 151.43 120.83
197475 . .o . 206,14 215.36 231,92 259.32 262.83 288.72 224.87
197576 oe . .e 287.77 297.53  289.26 350.82 258.98 414.80 306.43
1976-77 .o e . 278.71 285.99 297.09 - 332.84 350.24 365.29 297.36

Source: Commonwealth Péyments to or for the States, 1975-76/1979-80.

TALLE 1:8  Total Genmeral Purpose Funds

($ per head of population)

N.S.W. Vic. Qld. S.A. W.A. Tas. Total

1956-57 ve e ‘e 64.21 65.40 66.73 102.31 116.92 128.88 74.38
1957-58 o we ‘e 68.66 69.88 71,46 106,27 119.00 136.20 78.77
1958-59 ve  se ‘e 70.36 71.84 73.28 106.86 124.76 143.30 80.94
1959-60 .o .e .e 74.59 75.92 80.00 116,72 130.10 161.89 86.58
1960-61 .o oo . 78.79 80.30 85.72  118.47 139.56 174.14 91.45
196162 . o .e B2.88 84.48 94,27 121,21 149.4€ 189.12 96.by
1962-63 oo e ve 86.24 88.01 97.85 125.20 152.65 196.67 100.55
1963-64 . . .o 90.35 91.77 100.20 130.39 157.12 201.81 104.51
1964-65- vo  we . 91.73 93.33 103.18 130.38 164.69 212.97 106.84
1865-66 e ws .. 96.72 98.66 109.25 137.13 179.64 229,16 113.38
1966-67 oo o oo 105.10 105,02 118.99  146.88 181,67 249.18 121,49
1967-68 e ae . 110.90 112.88 127.38 158.00 183.88 260.77 128.74
1968-69 . . .o 117.99 119.22  136.41 171,43 192.82 264.28 136.63
1969-70 .o .o .e 127.68 132.00 148.70 182.81 204.77 299.42 14B.75
1970-71 ce ey . 152.56 153.47  174.63  212.89 232.29 331.84 173.81
1971-72 .o . .e 168.23 166.82  195.57  248.13 248.69 361.37 191.95
1972-73 .e . .e 180.86 180.66  214.13  281.92 270.71 394.32 209.17
1973-74 se s o 182.18 183.55 230.22 284.74 281.77 413.83 214.73
1974-75 e ee .e 227.90  227.55 303.04  376.89 347.91 546,95 272.96
1975-76 e e . 277.21 276.75  355.22  425.80 417.31 610.37 324.91
1976-717 .. .

. 317.27 314,73 409.01  481.68 479.30 ©89.31 371.19

Source: Commonwealth Payments to or for the States, 1975-76/1979-80.
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The political reuponse to the use of specific purpose payments is one
of the most interesting aspects of the history of Scction 96. As

Table 1:4 reveals (sce p. 18), when the Labour government failed to
secure re-election in 1949, there were only three main areas in reccipt
of specific purpose payments for a total payment of $41.2 million. Ry
1966, at the end of the Menzies era, the number had jumped to ten for

a total outlay cf over $352 million.43 Much of tho'proliIcraLion

came after the Liberal-Country Party's ncar defeat at the election of
1961, Thereafter, quite possibly to win political approbration and
votes where these were thought to be available, it increased the

level and changed the nature of payments, moving into new fields through
conditional grants to the States. Many of Menzies proposals provokéd
the cry of "unconstitutional" from the Labor opposition, but by 1969,
wvhen the Federal Labor Party put forwa;d far-reaching programs for
social reform, the cry was scarcely heard and even then only from the
government ranks: constitutionai limiétions on Commonweéith powers

in-many fields were no longer seriously considered.ak As late as

'195745 Whitlam had complained that the Constitution enshrincd conser-
vatism and barred extensive social reform, yet by 1969 he was arguing
that many of the socialist aims of Labor could be achieved within the

Constitution using international treaties, agreements with the States

: ; : 46
and above all, "Section 96...the charter of public enterprise".

The constraints on the Federal government's use of Section 96 had
8

proved to be political rather than financial or constitutional. Much

43. c.f. R. Scott & J. Richardson, Thz First Thousand Days of Labor

© Vol. 1, A.P.S.A. 1975, p. 189.

L4, 1Hid. At least until 1973 when some conservative State premiers
voiced thelr resentment of the new Labor governments programs.

45, 4th Chifley Memorial lLecture, 1957,

46. Tbhid. cited in Scott & Richardson, p. 189.
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political flack wvas emanating {rom he States, however;even fiom
those of the sawe political pale. The Viclorian Premier, Sir Henry
Polte, was quite unwilling to taske up The Liberal Yrime Minister,
John Gorton's Tederal grants for the building of nursing bhomes in
the early 1970's since this would have mzant that funds would have
to be diverted from other avenues such sz education which the
Victorian electorate had shown that it valued morc-highly.dy ven by
the latc 1960's Gorton found hiwself forced to imstitute the proctice
of "topping-off" reimbursement grants to the States with ad hoc
additions to the formula totals., %Together with the allocation of
épecific purpose grants, this supplemc;ting of State Budgets had the
effect of increasing State resources while still retaining some

4
Federal goverument coutrol over the direction of expenditure.

The Federal/State financial relationship by 1972 can be best ascer—
tained from the 68 per cent proportion of federal funds in State
ﬁhdget outlays. Despite the transfer of a so-called "growth" tax
to the States in the form of payroll tax, and'despite the 80 per
cent incrcase in the rate of that tax and the increases that had
taken place in other State taxes, the level of dependency upon
Federal funding had remained fairly constant over the previous few

49
years.

A significant worrying factor had also ariseh for the States with the
transfer of the burden of public debt from the central government to

the States. Over the twenty-two years from 1948-49 to 1969-70 the

47. J. Holmes & C. Sharman, The Australian Federal System,
Melb. 1977, p. 150.

48, Ibid. p. 148.

49, P.B. Wade, Hecent Developments in Fiscal Federalism in
Australia, cited in Federal-State-Lecal Governmment Financtal
Relatlionc in Australia in the 1870's p, Hosking and B. Andersen
(eds.) Melbourne, 1976, p. 5.
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net indebtedness of the State and local authorities increased by
nearly §$12,000 million while that of the Commonwcalth authorities

IR | "

had decreased by over $6,000 million. Te add to their problems
the States had made most of their investment in non-revenue producing
assets, such as school buildings, and their liability for scrvicing
the resulting interest paywments cut sbarply into their revenue. The
reasons for this situation rested mainly with the system of uniform
taxation: the States have not had ready access to additional un—
encumbered revenue when it was required. The following Table, 1:9,
indicating the growth of the public debt of the Commonwcalth and the
States was used by Sir Henry DBelte to press his case for an inereascd
resource allocation for Victoria. As the Premier so colourfully
expressed it,

...because of the introduction of the ‘'crummy’

system of uniform tax under a stupid reimburse-

ment formula Victoria is pgnalised...the return

of income tax to the States is absolutely

essential to the solving of the financial

problems of the States. 51
Table 1:9 Net Public Debt of the Commonwealth & the Staics

($ million)

Commonwealth States

June 1950 3586 2484
1965 370 8350

1966 54 ) 8907

1967 85 9492

1968 135 10031

1969 -204 10676

Source: Ministerial Statement, Federal/State Financial
Relations by Sir lenry Bolte, Premier of Victoria,
V.P.D. Vol. 298. pp. 3066 ff.

50. R. Mathews & W.R.C. Jay,Op. Cit., p. 8.
51. J. Dolmes & C. Sharman, Op. Cit., p. 156.
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Uniform taxzation aside, thz situation genzrally aroce becausc the
Commonwealth hbad becen paying off cumulative war-debt, while State

and Local authorities had been acquiring non-revenuce producing assels
for their public enterpriscs on a far greater scale than the Common-
wealth. With the Comwonwealth authorities able to finance the whole
of their net capital expenditure on public enterprises, and also re-
duce their indebtedness, State and local government at the same time
experienced a shortfall in the amount nceded to finance the capital
expenditure of their public enterprisns; since 1948-49, of $2331
million.52 They therefore had to use loan moneys to finance non-

revenue producing assets.

The pattern of the flow of funds from the Commonwealth to the States
over future years was thus partly pre-determined. Between 1960-61
and 1969-70 general revenue grants to the States had fallen from
76.7 per cent to 70.5 per cent of total federal payments to or for
the States despite the many changes made during the 1960's to the
original financial assistance grants formula. Conversely,specific
purpose payments showed an increasing proportion,rising from 23.3

per cent to 29.5 per cent.53

The Labor Party's attitude to the responsibilities of each tier of
government, and hence their perception of the appropriate Common-
wealth/State financial reclationship, had been clearly stated as

early as 1968 by Gough Whitlam. He said then that the "important

issue is not whether the Commonwealth or a State should discharge

a particular governmental function, but that the governmental function

52. R. Mathews & W.R.C. Jay, Op. Cit. p. 8.
53. P.B. Wade, Op. Cit. p. 8.
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2]

54 T -
should be well discharged." 4 week latex hoeindicated that a
Labor administration would be taking sows action to redcem this

pledge:

The basic approach of a Federal Labor Govern-
ment will be...towards a rearrangement and
revision of functions to ensure that cach
government authority - the Commonwealth, the
States, local and semi-povernmental authoriti.
- is able to discharge cfficiéently and
equitably those functiows that governments
must provide and which only governments can
provide. 55

The statement, "that governments must provide", wae to prove portent- -

ous when,in 1973, the new Labor administration defined its role in

the direction of the provision of particular services.

If the States evex had any illusion that with the coming of the
Whitlam Labor administration they would achieve greater financial
autoncmy their hopes were sadly dashed at the June 1973 Premicrs'

Conference when the new Prime Minister said:

While we are prepared to see a substantial

net increase in the funds flowing from the
national budget to the State and local govern-
ment sector...where the national goverunment
undertakes new or additional commitments which
relieve the States or their authorities of the
need to allocate funds for expenditure at
present being carried by them, there should be
adjustments in the financial arrangements between
us to take account of the shift of ncw
financial responsibilities. These adjustments
will normally take the form of appropriate
reductions in the gencral purpose funds
allocated to the States. 56

54. Max Poulter Memorial Lecture Brisbane, 28 August, 1968.

55. Meeting of A.L.P. Branch Members, Yeronga, Qld. 4 September 1968,
56. cited in Ibid. p. 9.
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The Depariment of Post-Hav Reconstruction, the 1960's and the 1960's

The Curtin and Chifley governments, in their schemes of post-war
reconstructicn stressed that urpan and regional planning in Australia
should receive an emphasis hitherto not contemplated by any govern—

ment in this country.

Tﬁe first steps to bring together all States to accept regional plan-
ning came in October 1943 when the Prime Minister, John Curtin,
communicated with the respective Premiers on the matter. He drew
their attention to a marked tendency fér local authorities to
associate themselves in regional organisations in order to advance
proposals for the developwent of their regions. Further, he
expressed the view that regicenal organisations could serve a useful
function after the war in advising State and Commonwealth governments
on the effective development of resources in particular areas., The
é;—ordination of administrativé services ét the local level and

outstanding regional problems would need the attention of the State

and Commonwealth authorities.

A number of conferences between Commonwealth and State officials were
held between 30 March 1944 and -the 16 September 1947 by which time
much of the structure of the various planning bodies was established.
All States defined regional boundaries and, in general, each State
adopted similar principles for selecting regions using physical
characteristics, levels of cconomic activity, social facters, and

"natural" boundaries.
The Commonwealth saw its responsibility for regional planning as

1. Commonwealth Department of Post-War Reconstruction, Regional
Planning in Australia, Canberra, 1949, p. 1.
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stemwing fron the ‘necessity te establish & yescrve of public works
to provide cuployment in the cvent of an incipient ecouvomic depression.
But a reserveir of works woull =ot be of great gignificance unless
the geographical distribution ¢f the works was uniformlf planned so
that jobs would be available in any area in which unemployment was

likely to arise.

Following the Premiers' Conicresce in 1944, a Regional Plauning
Division was set up within the Ministry of Post-War Reconstruction
to maintain contact with State zuthorities concerned with regional
planning, and, to undertake regional investigations required for the
development of Commonwealth Territories and other regions in which
the Commonwezlth was interestzd. Apart from its co-ordinative role,
the Comnonwealth therefore had responsibility only for its own
tervitories, although it would conduct special investigations of
potential growth areas, (e.g. Nerthern Australia, Snowy River,

Papua-New Guinea) and formulz:i:z proposals for development.3

A distinctive feature of the zirinistration of the proposed regional
planning system was the co-cperziion between thie Commonwealth and
the States. Regional Development Committees were eventually created
in all States and these bediz: v:re responsible to their respective
governments, The structure ci the Committees varied from State to
State but their functions were identical, by Resolution 4 of the
October 1944 Conference as beinz "available to advise and assist
Commonwealth and State authoritics through State government channels
on regional aspects of policy and administration".a Soon after, the
Committees began compiling information on regional resources.

2. Ibid. p. 29.
3. Ibid. p. 30.
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The Regional Development Committees werce not to have any executive
power, they were to confine themselves to an "advise and assist"
role, principally because of the conflict of responsibilities that
would ensue with local and State government if another "level" of
government was imposed. In retrospect this approach contrasted
dramatically with that adopted in 1973‘whcn the Federal Labor
government sought to force amalgamation of local governments by

funding only those who formed themselves into regional groupings.

The impetus for regional planning waned after the war when the
expected depression failed to materialise.5 The Chifley government's
manpower policies were to this extent too effective. The post-war
training and rural schemes, government loans for small businesses,
and large public works absorbed the returning servicemen and women

at an unexpected rate. Australia was also entering into a boom
period, with the result that it soon became clear that the economy
would not have sgfficient "slack" to allow such large scale schemes
that the Commonwealth had devised to be implemented without damaging

other sectors of the economy.

The immediate post-war years were quite an exciting period for people
interested in the ideal of regionalism. There was even a small

flurry of industrial decentralisation as new firms were established

in country areas of New South Wales and Victoria. The impetus was
short-lived however, as the Federal Labor government was defeated at
the polls in 1949. Though the Regional Develcpment Committeces con-
tinued to cxist none of the individual States maintained their commit-
5., There was a general expectation that a depression would occur at

the end of World War IT similar to that experienced after World
War I.
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ment to decentralisation policies.b Clearly, lecadership from the
national govermment was a necessary condition for action at the
State level: the Liberal Party which took over from the Labor Party
in late 1949 and remained in government for the next twenty-three

s
years gave no such leadexrship.

Up to 1949 repional planning avthorities in each SLpte had made somne
progress upon which the limited policics pursucd through the 1950's
and 1960's were based and which eventually influenced the comprehen-
sive urban and regional philosophy of the 1970's. To review these
developments State by State the following has been summarised from the

Department:'s news bulletins.8

1., MNew South Wales

The planning organisation in New South Wales was the Division of

Construction and Developmeﬁt of the Premier's Department. A State

Development Council was created which comprised Officers from De-

partments directly concerned with development and decentralisation.

The State was divided into twenty regions each of which had a Regional

Development Committee consisting of-twelve members; six from local

government, six State government appointees which included prominent

local identities involved in commerce or secondary industry. The

Comnittee's engaged in resources surveys for the Division to facilitate

policy formulation. The McGirr Government was considering giving the

Committees statutory powers although the Committees saw themselves

as planners rather than pressure groups.

6. F.J.B. Stillwell, Australian Urban and Regional Development (Sydncy)
1974, p. 154

7. Ibid.

8. Ministry of Post-War Reconstruction, Regional Planning Division,
News Swmnary, No. 12/33, 1947, pp. 4 ff.



2. Victoria

A Central Planning authority was created to co-ordinate regional
developuent in Victeria under the auspices of the Ministrvies of
Transport and State Development. Conventions for the election of
Regional Committecs were held and members appointed much the same

as in New South Woles. Of greater interest in the Victorian scheme
was the proposed use of the regions for administrative purposes.
State departmental statistics were being collated in a regional form
and it was hoped that eventually Goverument administrative functions

could be devolved to the regions.
3. Souith Australia

Little progress was made in South Australia apart from the declaration
of twenty regions. It was felt that the uvse of regioms for plamning
was less relevant to South Australia because of the concentration of
;he~population in a swmall number of locations and because it was less
difficult to solve matters which involved differcent viewpoints among
Departments when there were as few as six Ministry's in tﬁe State.

- Further, of the 160 local goverument authorities approached in the
State, only 80 had expressed any intercst in oxr approval of regional

planning.
4, Western Australia

The State was divided into 16 regions; but only four of which were to
receive any extensive planning treatment by the State government.
This resulted from the location of the population principally in
South-Vlest corner of the State. In gcnéral the level of planning
activity was relatively low, as the State government appearcd un-

willing to devote any significant amount of moncy to the Scheme,
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Most activity centred on the locution of industyy in the Swan River

Region which cucompassed the Perth meltropolitan area,
5. Tasmania

Tasmania was divided into six regions having economic as well as
community of interest factors as their criteria, An Economic Planning
Authority wes created to co-ordinate regional activitics and Regional
Development Committees were set up. Despite the existence of the
Committecs for a longer period than in other States nothing in the
nature of a long-term plan was produced and the Committees were
tending to become pressure groups from impaticence with their lack

of results.
6. Queenslaid

The State government in outlining its attitude to regional planning
claimed that "in post-war plamming, steps should be taken to achicve
more uniform development throughout all parts of the State".9 The
Cooper Labor Ministry sought to consult with the Commonwealth before
planning a system of regional development, On the 4 August 1944, a
committee of the Bureau of Industry was formed to prepare recommend-
ations on Regional Development in Queensland. In its report published
in June 1945, the committee recommended:

...that a regional subdivision of the State

should be made for the purpose of the de-

volution of State administration and strength-

ening of local administration by the progressive

re-organisation of elected local governments
on a regional basis. 10

The Quecnsland government modified this, expressing its opposition to

9. Qucensland Year Book, 1946, p. 146,
10, News Summary, Op. Cit. p. 7
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devolving its power to regional authorities in a press statcment on
the 1) August, 1945:

Cabinet had recommended that while uniform

regional boundaries were desirable for

electricity, employment councils, hospitals,

libraries, and other State activities, it did

not endorsc the proposal in the report for

the mass amalgamation of Local Authoritics. 11
The reasons for its stand on the issue of amalgamation of councils
were not clearly spelled out though it would be most unlikely that
any State government would voluntarily strip itself of any of its

powers. However, that there was a willingness at least for the

government to think "regionally'" was in itsclf a major advance,

It was no coincidence that the States which exhibited co-operation
with the Commonwealth on regional planning were in the hands of
Labor ministries, a similar pattern emerged during the Whitlam
yearb.'L After 1949 all regional plannin; and decentralisation
'programé were left in the hands of the State governments,, The
Commonwealth government only indirectly encouraged decentralisation
and regional planning up until 1972, The two most significant
policies of the Commonwealth in urban and regional policy in the
interim were the interstate redistribution of public funds and the

. X 13
development of Canberra as the national capital.

The systematic variation between the State distribution of Federal
incowe and the State distribution of Federal expenditure has had

considerable regional implications. This redistribution has long

11, Ibid. e

)2. Labor governed New South Wales from 1941 to 1965; Victoria from
1945 to 1947; Quecensland from 1932 to 1957; Tasmania from 1934
to 1969; and Western Australia from 1933 to 1947.

13, Stillwell, Op. Cit., p. 161. Additionally, considerable develop-
ment was undertaken in Northern Australia with a view to "popul-
ating the North", principally for defence reasons.




been a policy of the Federal government and its source can be traccd
back to the origins of the Federal system itself, The small States
suffered backwash effects from economic integration and theiy burden
was increascd by a national policy of developing the manufacturing
industry behind a protective L‘al‘iff.lll As the financial difficulties
of the smaller States inercased so special grants were introduced

to counter the problem. This, in turn, eventually led to the estab-

lishment in 1933 of the Grants Commission to administer a systematic

redistribution (Refer tables 1:10 and 1:11, Ch, 1).

Notwithstanding the Grants Commissiog‘s work, the equalisation had
been only notionally achieved as population and industry continuved
to centralise. By 1970-71, New South Wales and Victoria contained
some G5 per cent of the Australia population yet they contributed
nearly 70 per cent of total income tax. On the other side, New
South Wales and Victoria received only 56 per cent of total grants

and advances to the States,ls

All Federal expenditure has a regional impact (as has all economic
activity) and the effect of this redistribution must therefore bolster
some regions (or States) at the expense of others. While little
infermation is available on the comparative regional effects of the
distribution of Federal expenditure it may be assumed that the
similarity of Australian living standards between States is partly

the result of this redistribution. This particular activity, however,
has been recognised as ill-suited to dealing with problems of metro-
politan dominance. Federal grants and advances bave never had a
predictable impact on the pattern of development within each State

14, Ihbid.
15. Ibid. p. 163.
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: hat gt 46
 since they arce not "location specific",

Canberra's growth to accommodate the Federal government and its
Departments also had significant regional impacts, especially the

"spillover effects on the surrounding arcas, One investigation of

the impact of Canberra's growth indicated that between 1947 and 196]
it reduced Sydney's growth by around 5 per cent.17 Rearby Qucanbeyan
received considerable growth stimulus and even moré distont places
such as Yass have been influenced by Canberra's developmcnt.18 The
population expectations of 1971 indicated that by the year 2000 at
least twenty-five "new Canberra's" would be neceded to accomnmodate
the growyth which would otherwise take place in and around the

existing metropolitan areas.19

Some State governments offered inducements to decentralisation during
the 1950's and 1960's. New South Wales and Victoria both gave
verious forms of financial assistance to local authorities for "the
provision of community and industrial services and to firms facing
higher costs in decentralised locations, The other State governments
were less concerned with internal decentralisation; their emphasis
was one of maximising development. Decentralisation to these State
governments was mainly understood as a matter of inter-state re-
allocation of growth. During the 1960's a number of minor changes in
individual State decentralisation policies took place, but in no case
16. Ibid. p. 168.
17. 1.D. Burnley, The Role of Canberra in Australia's Post-War
Urbanisation Process with Particular Reference to the
Internal Migralion Process. Institute of Australian Geographers'
Conference, Adelaide 1972,
18. Stillwell, Op. Cit. p. 169.
1J9. 1.e. the expected increase in population was equal to 25 times

the then population of Canboerra and urban development on that
scale would thercfore be required to accommodate the growth,
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% were the changes of great significance in terms of their impact on

f regional development. In some cases too, what little planning there
vas actually backfired. One example was the Sydney Region Outline
Plan published in 1968. The plan, which was to give some direction
to the future growth of Sydney, was an interesting innovation at the
time although it wus criticised for not taking into account equity
considerations, and stressing cfficiency and aesthetic criteria, In
the event the plan proved to be a speculators guide to where to buy

land for capital gain and benefited those for whom it was uniutcnded.zo

It was apparent in the pre-1972 period that the forces of centralis-
ation had clearly outweighed those of decentralisation in all the
States. The more significant factors can be enumerated. Firstly,
very piccemeal policy instruments vere used in combination with a
lack of financizl commitment. Secondly, the rapidly expanding
tertiary sector was neglected; no incentives comparable to those
extended to manufacturing indqstries were given to encourage the
decentralisation of office functions and especially State administra-
tive functions. Thirdly, State geovernments have had a tendency to
accormodate rather than redirect growth which compounded the urban
planning problem; e.g. through building of larger fireeways irito
inner city areas. Fourthly, it had been impeded by the ideological
opposition of some conservative governments to government initiated
planning, and the political constraints applied by the lobbying of
particular interest groups, such as large metropolitan land owners
and supermarket chains with a vested interest in continuing

metropolitan concentration.

20. .1, Troy, Fquity in Urban Development - The Planning Challenge,
Sidney Luker Memorial Lecture (Sydney), 1976.
21. Stillwell, Cp. Cit. p. 159.
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By 1972 however, it was becoming norce and wore difficult for the

.

Federal gevernment to dgnore the urban and yegional policy issues

because of the growth of a political consciousness in the area.

Indeed urban and regional policy was to take on heavily pelitical

T

overtones and the McMahon government found itself in a diiemma.

The question of econonic and class interest has alvays heen a problem
for the conservative parties. They could traditionally avoid the
urban and regional issues because there were few votes to be gained
from the intercets they represented and possibly some to be lost
from the rabidly free enterprise sccter of their support, In
October 1972, bLowever, in an eicventh hour bid to arrest the growing
enthusiasm fov Whitlam's election pledges, the Federal government
created N.U.R.D.A,, the National Urban and Regional Development

Authority, and thus confirmed a national commitment to urban and

regional policy.

The Political Development of the URD Philosophy - Finoncial Ineguiiies

and Regionalism

The political development of the urban and regional philosophy is
inextricably bound up with the financial relationship between the
levels of government in Australia. What provided a new impetus for
the philosoplty during the 1960's was the financial position of the
"tertium quid" of Australian political structure, local government.
Lecal government had occupied a restricted place in the governmental
system, Its expenditure made up only arcund 9 per cent of total
public authority outlays and its financial position, as measured by
revenue grewth, debts outstanding, and interest paid, had deteriorated

for years. Between 1940 and 1970, local governments' combined share
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of government debt dncrcased from 17 to 30.7 per cent.

Nearly twenty-five years zgo it was suggested that the method the
Commonwealth uscd to make "tied" grants to the States, Section 96 of
the Constitution, should be extended to local government. Irom the
early 1960's, local government representatives agitated by way of
resolutions at annual confercnces and other weans for Federal aid;
but the Federal Liberal - Country Party government.of 1949-1972 was
reluctant to move into this area. It seemed to Sir Robert Menzies
that grants to local government could open up enormous new expendi-
tures for the Commonwealth in an arca which was, after all, the
creation and hence responsibility of the State governments. Menzies,
however, did promise Federal aid if local government and State
authorities could agree on a common approach. The likelihood of such
an event coming to pass being so remote, Menzies knew he ‘was not giving

anything away.23

This Commonwealth attitude persisted up to 1972 despite the pressure
from State Premiers. The Queensland Premier, at the 1972 Premiers'
Conference vigorously argued that the Commonwealth should enter the
field of financial assistance to local authorities, and was supported
by all the other Premiers. Thé Commonwealth remained adamant, with

the then Federal Treasurer reiterating the Commonwealth's position:

I think that the attitude of the Commonwealth

is well known. It is that local government
authorities arve set up under the statutes of

the States. It has been traditional in Australia
for the local government authorities to look to
the State as the legislature which creates

22. Geoffrey Hawker - "The Australian Government and Local Government,
What is Happening", Current Affairs Bulletin, V, 52/), June, 1975,
P L2

23, c.f. Ibid. p. 23,



them, alters them, controls thom, provides
legislation which controls their powers and
gives them.their rights.,.I think that it
must be acknowledged that the Commonwealth,
in making provision to the States, makes
provisicn for the States in the general
revenue grants to discharge their responsi-
bilities to the best of their capacity,
recognising that they have great competing
priorities just as the Commonwecalth does. 24

However, the attitude of the Country-Party differed and was more com-

plex for its political strength was bound up with prosperity of

local and regional centres in rural areas, It had a great deal to

gain if rural based local government was bolstered by a flow of

noney directly from the Commonwealth, Dut it was more hesitant in

supporting such concepts as selective decentralisation whereby one

particular centre was selected for rapid development, inevitably at
the cost of growth in other areas. There was also the consideration
that rapid growth in particular areas could introduce people of an
opposite pelitical persuasion and hence undermine Country Party
support. In the late 1960's the Country Party finally came to favour
the policy of selective decentralisation but the great metropolitan

s : : 25

centres scarcely figured in their plan. Indeed, the Country Party

etance was a direct response to the strategies advanced by Gough

Whitlam, Whitlam recognised that local government could be made into

a political issue in terms of credible policies.,

24, Conference of Conmonwealth and State Ministers (Canberra), 22-23
June, 1972, p. 1l ff,

25. Hawker, Op. Cit., p. 23.

26. Campaiguing in 1961 as Deputy Leader of the Labor Party, Whitlam
had a considerable impact in rural Quecensland and the outer suburbs
of metropolitan areas. On becoming Leader, he recognised that if
Labor was ever to capture office in the marginal seats of outer
metropolitan areas and rural seats with urban concentrations, then
policies would have to be tailored to meet the nceds of these

clectorates.  Successive by-election victories in the scats of
Dawson, Capricornia and Corio confirmed this notion.
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The 1967 Australian Labor Yarty Conicrence in Adelaide was a mile-
stone in terms of political support for Commonwealth involvement in
urban and regional issues. In a serics of resolutions the Laboer Party
expressced its commitment to alleviating what it saw.as the wain issves
of the time; the Federal/State {inancinsl relationship, decentralisation,
regional development, and housing. Resolution 35 called for the
Federal Parliamentary labor Party to examine the financial position
of the States, to determine what measures should be taken to enzable
the Statcs to meet their needs. Resolution 50 determined that it
would bhe the policy of the Australian Lebor Party to concentrate on
selected centres to accelerate regional development., Resolution 85
called for the establishment of a Ministry for Northern Australian
Developuent whose objectives were to include water resource develop-—
ment, Beef Roads, long-term development finance, and promotion of
industry in Northern Australia generally, Platform Item 9 calling
for greater Commonwealth grauts to the States for housing canéained
in'émbffonic form much of the latér urban policy, It included
conditional grants for reclaimation and rehabilitation of depressed
_areas; special grants to enable States to engage in forward acquisit-
ion of land for State housing projects, and grants for the provision
of community amenities in housing cstates.'
hAdoption of these resolutions launched the urban and regional campaign
and the next five years witnessed its growth and refinement. Indi-
cative of the Labor Party's commitment was the appointment,-foll&wing
the Conference, of Tom Uren as shadow Minister for Urban Affairs, a
27. Australian Labor Party, Platform, Constitution and Rules as

approved by the 27th Commonwealth Confercnce, Adelaide, 1967,
(Canberra), August, 1967, p. 38 {f,



position that had no cquivalent on the governwent benches,

Throughout 1968, and cspecially at tlie New South Wales Regional
Conference of the Australian Lzbor Party at Cranville in September,
Whitlam spoke at length about the probleums of urban planning, about
Federal/State financial relationships, and the plight of local
government. The pieces of Lahor policy so expressed dove-~tailed
into one particuvlar address on the 25 September, 1é68 in which can
be found almest the entire Labor policy and which only underwent
minor changes up to 1973.28 The significant elements c¢f the address
concerned the role of the Commonwealth, a proposed ministry dealing
with urban affairs, and the "financial emasculation' of State and

local government.

As far as the Australian Labor Party was concerned the only way that
the efficient functioning and fair financing of urban services could
be achieved was through the increased intervention of the Common-
wealth.29 Labor argued simply that the financial and constitutional
power of the Commonwealth combined to make it the most effective aand
appropriate instrument fory ensuring that proper urban development and
planning were implemented. Moreover, "it must accept the responsibi-
lities which these great power; oficr”.30 This was an indirect
attack on the Liberal-Country Party coalition government which had
alwvays asserted that urban facilities and services were exculsively
matters for the States.
28. E.G. Whitlam, "Responsibilities for Urban and Regional Development"
Walter Burley Griffin Memorial Lecture, Canberra, 1968.

29. Ibid. p. 6.
30. Ibid. p. 7.



Labor had also become concerned with the lock of appropiiate
organisational structures to implement urban and regional planning.
The post—war recouetruction organisations such as the Regional
Pevelopment Comnitteces had long since vithered from neglect, and,

in any case they would not have been suitable for what the Labor
Party had in wmind. One of the major yfoblems it saw was that apart
from the isolated instances of brisbane and Canberra, the planning
organisation was not the organisation that spent the funds.31 Thexe
wvas no co-ordination of cffért and the direction of spending was

governed principally by sectionzl) interests,

Tom Uren, now rapidly emerging as a major force in the Opposition ranks,
was largely instrumental in bringing about the new organisation?l
structure, a Department of Urban Affairs, which was to have thiree
main functions.32 The Department's first function would be to co-
ordinate priorities. Before any State or local authority could apply
to the Loan Council for funds for urban services, it would ﬂave to
prepare an integrated or "program' budget which would cover the whole
list of requiremeunts for a city or vegion. Applications would be
analysed and evaluated by the Urban Affairs Departwent and recommeind-
ations would be submitted to those Departments concerned directly
with the funding, i.e. Treasury, and Prime Minister's Department,

among others.

Thz second main function would be to undertake research into urban

and regional problems and develop pregrams, in consultation with the

31. For Brisbane, the Brisbane City Council and for Canberra, the
National Capital Development Commission - both had control over
an entire metropolitan area.

32, Ibid. p. 12 {f.




States, to alleviate these problems. Tt would undertake rescarch

projects itself, or jointly with other interested bodies,

Finally, the Urban Affairs Department would provide a service organi-
sation staffed by engineers, economists, town planners, statisticians,
and cothey expert analysts to advise and assist States and local
government in their preparatican of plans for cities and regions,

This new department proposal was modeled on the United States Federal
Department of Housiung and Urban Developmwent which itself covered areas
such as water supply, sewerage facilities, community centres, health

. : R 33
centres and other social or recreational facilities.

On the question of the “emasculation" of State and local government,
Whitlam pledged that under a Federal Labor government the financial
agreement would become a tripartite arrangement incorporating the three
tiers of govermment in Australia. As Whitlam complained:

The heart of the present crisis in Commonwealth/

State financial relations is the refusal of the

Liberal Federal Government to accept any direct

responsibility for hospitals and schools, the

greatest burdens on State budgets, and its

refusal to become involved in the plight of

local government and semi--government authorities

which bear the whole burden of the provision

of services for cities and regional centres., 34

He concluded that a Labor govermment would take action to ensure that

the concept of federalism in Australia was effectively redefined.

At the 28th Australian Labor Party Commonwecalth Conference in 1969,

another resolution was adopted which would give substance to the

33, Ibid. p. £f 4.
34, Ibid. p. 17,
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“tripartite" financial agrecment, This was Resolution 4 which as well
indicated the structure of the forthcoming local government policy:?

That the Economic Committee investigate the

feasibility and report on the practicality

of including in Labor's fiscal policy, an

annual independent grant or allocation of

finance to local authoritics, as a percentage

of their annual budget. 35
The 29th Confcrence held in Launceston in 1971 consolidated three
years of thought and planning into a policy statement as Section 10
in the Platform. The new section provided for a Departmént of
Housing, Urban Affairs and Regional Development and proposed to
authorise ihe Commonwealth Grants Commission to reconmend the
nature and amount of Commonwealth financial assistance required to
remove inequalities in servicing proposed and developing suburbs,
cities, and regional centres, It alse laid down the guidelines for
grants to the States for the provision of urban land which was later
to be the brief for the Land Commissions. The policy statement
additionally indicated areas of subsidy for mortgage relief, alter-
ations to lending institutions and the use of Commonwealth lands in

"y ; 7 : i 36

the States "in promoting and concentrating regional development",
With this policy the Labor Party was prepared to enter the 1972
election year confident that it bad seized upon an issue long
neglected and much needed and desired by the Australian electorate,

expecially those voters residing in crucial seats in the outer

Sydney and Melbourne suburbs.

In contrast to Labor's vigorous policy formulation, the conservative

35. Australian Labor Party - Platform, Constitution, and Rules,
Approved by the 28th Commonwealth Conference, (Melbourne), 1969,

36. Australian Labor Party - Platform, Constitution, and Rules
Approved by the 29th Commonwcalth Confercence, (Launceston), 1971.
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Government was virtvally marking time, In 1964, it convened a
Conference of Yederal and State Minicters to consider decentralisation;
but which did not publish its report or make any recommendations until
1972. AL the Premiecrs' Conference of June 1972, the issue of finan-
cial assistance for urban matters was again raised. The Socuth
Australian Premicy, Don Dunstan, in his request for greater financial
aid stated:

In every other cowparable federation, the

federal goveroment is directly involved in

financial assistance and in policies concerning

urban renewal and planning, So far that is a

step which has not been taken here, It has

been raiscd at Housing Ministers' Conferences

gince 1967. It has been raised here on two

previous occasions when I have attended Premiers'

Conferences. 37
Dui the Commonwealth was unrelenting. In his reply to the Premiers'
demands, the Prime Minister, William McMahon said:

I think you know, gentlemen, that in the

Commonwealth we have traditionally taken the

view that, under the Constitution, the res-

; poneibility for such matters as urban renewal

is a problem fundamentally belonging to the

States. 38
The Yrime Minister also pointed out that the Commonwealth had increcased
the 1972-73 vote for works and housing by nearly 10 per cent. He
added that, as an indication that the Commonwealth had taken an
interest in urban affairs, responsibility for decentralisation and
urban problems had been placed by an administrative order with the
Priwe Minister's Department. These steps failed to impress the
Premiers. Moreover, they hardly matched Labor's promises and mercly

37. Conference of Commonwealth and State Ministers, Op. Cit. p. 33.
38. Ibid. p. 36.
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confirmed the govermment's image of a tirved and sterile administration

exhavsted by 23 years of unbroken office,

NURDA and the Laboy URD Campaign

In the early 1970's urban and regional policy was proving electerally
popular for the Labor Party. 1n the year prior to the 1272 elections,
it was highlighted in their political campaigning. The Liberal Party
reacted by introducing some hasty legislation on regional and urban
policy, of which Frank Stillwell has commented:

In retrospect, it is clear that it was an

exercise in political "me too!" and that the

Liberals never had any clear idea of what

this aspect of policy involves, 39
The legiclation finalised in October 1972 established the consultative
body, NURDA, This left the regional development initiative with
the States but gave the Federal government some consultative position
and, taking a wide interpretation of Clause 12 of the Act, the. right
to withhold financial assistance from State initiated schemes. As
Stiliwell reflected:

What could have been achieved by NURDA is

not clear, but it is probably fair to say

that only the most optimistic held out any

hope for success by such a body: the States

had long since demonstrated their reluctance

to decentralise, but the new policy failed

to relicve them of the exclusive source of

initiative. 40
The problem for the Government, however, was that NURDA would take
at least 12 months to develop a basic policy. Politically, it could
not borrow from the Labor policy so late in an election year without

39. Stillwell, Op. Cit. p. 171,
40, Ibid.
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b Jeaving the government open to attack from the Oppesition. Ag: 4t
ihﬁas, considerable political mileage was gained by the Oppoesition
because of the timing of the Jegislation's introduction. Tom Uren
echoed the thoughts of many political cebservers when he claimed that
the legislation was ill-conceived:
Thie Bill is & full emlbrace of a half-bakced
policy which shows all the marks of excessive
haste. The Prime Minister says: '"We are
concerncd with national objectives in urban and
regional development" RNational objectives -
What national objectives may I ask? The Prime
Minister...wouldn't know an urban or regional
obicerive of a national objective if he saw
one. 42 .
s the political campaign of the respective partics developed it be-
came clear that urban and regional policy was a major issue, ecspecially
‘'when coupled with the “quality of life" aspects of Australia's cities.
As psephologists and public opinion polls revealed the marginal
electorates of Sydney and Melbourne held that key to the election,
both parties focused increasing attention on policies and issues aimed
specifically at this section of the electorate. Government and Oppos-—
ition policiecs on the cities and urban and regional development
received an extensive press coverage; the cities were clearly an arca
of sowme concern, but the plamnming that had gone into the Labor policy
was begimming to pay off. The ncwspapers now had policies to compare
and were disposed to comment on the haste with which the Government
pelicy was put together. The Australian had foreseen this development
in its comments on the NURDA legislation in September, 1972:
41. The NURDA legislation was introduced on the 18 October 1972, two
months before the election was due.

42, Speech by Tom Uren, Federal Labor Spokesman for Urban Affairs,
House of Representatives, 19 October, 1972,
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...it is disturbing that the Prime Minister's
proposzals at the moment @ppear to concentrate
on the purcly decentralising aspect of the
problem and that plans for decentralisation

_ are spelled out so loosely that they amount

i to an intent rather than a specific policy. - 43

4Even the more conservative newspapers were admitting in their support

of the poliecy that the "Opposition alrcady has a well worked out plan
’ . . " 4[‘ ) -l

for implementing the same policy . Some of the CGovermments' Ppropos-

als also came under heavy criticism from planners. The Deputy

New South Wales Director of Decentralisation, P.D, Day, said the

Federal government '"was seemingly unaware of the urban problems facing

45

the States".

Closer to the election, the “urban crisis" issue was still receiving
the lion's share of the ncwspaper COVErape. The comparison of the
policies degenerated to a "uho's going to get what" debate. But the
Labor party with its promises of cheap land, nominated growth centres,
responsibility for State rail systems, prban rencwal and mortgage
relief, was winning the battle for the suburban vote. Labor had in
addition already secured the support of local goveérnment with its

‘* promise of a “tripartite agreement" and had presented a carefully
developed and articulate regional policy which encompassed much more
than encouraging people and industry "to go bush", On the issue of
decentralisation alone, four weeks before the election, the Covern-
ment was being criticised for having “had one eye on the Country
Party's vision of decentralisation as a means to boost failing c0untfy
towns wherever they may be rather than an attempt to find a wviable

method of moving industry out of the metropoliscs".46 The Government

L3. Australicn, 21 September, 1972.

44, Australian Finaneial Keview, 25 Scptember, 1972,
45, Australian, 14 October, 1972,

46. Australian, 16 November, 1972,
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manoeuvres were still being secen as a political tactic rather than an
attempt to formulate a viable urban and regional policy. Tor all its
promises on the urban side, the McMahon govermment's policy obviously

lacked the depth of the Labor Party's.

The swing to Labor at the 1972 election overall was below forecasts,
only arcund 2% per cent. But there were much larger swings in thosc
crucial areas, the depressed suburbs of Sydney and Melbournc. After
twenty-three years, Australia now had a Federal Labor government and
with an air of impatient expectation many waited to see the results

of the urban and regional policies to be applied in 1973.
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Labor won the elections in the unsewcrad, poorly-lit, aund indifflerent-
ly paved outer suburbs of Sydney and Melbeurne with the votes of men
and vomcn persuaded that they could now look to the Cowmmonwealth
rather than exclusively the local council or State govermment fox the

. |
"improvewent of their lot".

The December 1972 policy speech dwelt heavily on urban and regional

e

ssues with references by Whitlam such as:

...a citizen's real standard of living, the health

of himself and his family, his children's opport-

unitics for cducation and self-improvement, his

access to employment opportunities, his ability

to participate in the decisions and actions of the

community are determined by his income, not by

the hours he works, but by where he lives. R
The policies had instant broad appeal, Since the demise of the
Chifley government in 1949, no Federal government, and few State
governments, had given any attention to urban and regional policies.
The problems of cities had not existed as a political issue in all
the years since Federation. Here, therefore, was something new and
the Australian Labor Party recalised that the issues were about to
arise well before their political opponents awakened to them. Prior
to 1972 the only major funding' from the Commonwealth for urban wel-
fare was in public housing. Any State or local govermment efforts in
the same area were hampered by the difficulty of raising the necded
capital through increases in rates, taxes, and charges.3 Consequently
the burden of providing the capital for urban development was
increasingly shifted to the private sector with the economic dis-
1. Bruce Juddery, At the Centre - The Australian Bureaucracy in the

1970's, Melbourne, 1974, p. 149.
2. cited in Logan, Maher, Mackay & Wumphries, Urban and Regional
Auvctralia, Yelbourne, 1975, p. 107,

3. E.C. Whitlam, R.A. Gardner Oration, 18 October, 1976, C.R.
18-24 October, 1976, p. 1047.
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advantages that reliance on that source of funds entailed. The
Austrelian Labor Party, by combining the urban and regional policics
with the fact that community services solely dependent on State
governmnent had tended to deteriorate while any service for which

the Commonwealth assumed responsibility tended to prosper hit upen

a winning coubination in wooing voters.

The new government was also seen to have a very "urban and regional
base". The 1969 Federal Australian Labor Party Conference, bad after
¢11 removed the reference to "clothing the Commonwealth Parlisment
vith unlimited powers" in favour of a policy "to balance the functions
and finances of the Australian, State and local governments to ensure
sdequate services and development of resourccs".4 The Labor govern-—
nent had thus secured a clear mandate te intervene in an area that

the Commonwealth had had very little to do with since 1%49 apart

frov some "cleventh hour" actions in response to an obviously declin-
ing electoral appeal during the course of 1972. No addition to the
governmeng's administrative machinery was going to be more by

“popular dewand" than the proposed Department of Urban and Regional

'Development.

The fate of NURDA was in some doubt‘immediatcly following the elections
as the Department of Urban Affairs originally forecast by Whitlam and
Tom Uren bad encompassed the research and aévisory functions that were
being undertaken by NURDA. This problem was soon to be solved by
revamping and renaming NURDA as the Cities Commission and then attach-

ing it as an appendage of the larger Department.

b, Ibid. p. 1O45.



Croaiion and Rolc of DURD

The Departuent of Urban and Regionsl Development was created en 19
Deeembery 1972, The Administrative Arvongements Order, gazetted on
20 December, stated that the Department's role concerned principally
"matters relating to city and regional planning and development,
inclueding assistance to and co-operation with the States and local

: .
government bodics".” The Department's first task was to define
itself more precisely than as an urban policy implementing organi-
sation with a foundation of a series of philosophies and ideas. It
also had to distinguish itself from other Department's such as

Transport, Housing, and Environment and Conservation, to ensure inle-

gration of the various components of urban development.6

The reality of structuring and staffing the Department preved more
difficult than it would appear anyone had imagined. The first diffi-
culty arose from its philosophical base; a clear and fixed strategy
was plainly "inconeistent with the notion of urban and regional
development in a pluralistic society".7 The early recognition of
this created some initial confusion with the result that eventual
policies were to be inferred from the programs rather than the
reverse. The second early diffgculty resulted f£rom the more mundanc
but highly crucial area of administrative organisation. After much
wrangling with the Public Service Board, the ddea of a "super-
Department" favoured by the Minister, Tom Uren, was finally quashed
on the basis that urban economists and town planners did not rank as
highly as the top-level economists, lawyers and executives in "senior
5. D.U.R.D. Pirst Annaul Report, C.P.P., No. 260/1973, p. 1,

f’. lbiu.
7. Logan (et. al.), Op. Cit. p. 107,
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Deprrtments" such as Treasury, Attorney-General's, and Postmaster-—
Genuful's.g Throughout four fruitless months of infighting over the
ranks of staff, the still embryonic Department wasted much tiwe and
postponed its opportunity to make a real impact until the sccond half
of the 27th Parliament. MNevertheless by April 1973, the Department
had organised itself sufficiently to at least define its responsibili-
ties in a functional statement. Ten areas of responsibility were
recognised: national urban strategy formulation, urban and regional
budgeting, long-term urban resource planning, co-ordinating advice
on Federal urban activities, co—-operaling with the States, collabor-
ating with tl > Departments of Transport, promoting urban research,
formulating land policies, having a final administrative responsibility

for new cities, and maintaining the National Estate.9

The Department planned to implement its policies within the gambit

of loosely defined "co-operative federalism'. Many of its proposals
covld only be implemented by the States taking the appropriate
legislative action as the Commonwealth found itself bound by constit-—.
uticnal limitations restricting its activities within State boundaries.
Whilst the Department could state that it would be closely involved

in workin

gz with and through the States and local government bodies it

elso recognised that :

The authority of the Australian'government
to implement its urban policies is focused
largely on the provisions of Section 96 of
the Coustitution which gives it power to make

&, Juddery, Op. Cit. p. 154.

9. DURD, First Report., Op. Cit. p. 2, The Ministry for Urban and
Regional Development was conceived of as having four main "arms':
the Citics Commission (out of N.U.R.D.A.), the Department of Urban
and Regional Development, the National Capital Development Commiss-—
ion (which previously since its foundation in 1958 had operated
more or less autonowmously), and a proposed Auvstralian Land Commiss—
ion.
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Taubt Lo the States for specific purposes,
8 :

Despite the early cssurances of intergovernmental co-operation the
States vere locking coolly at some of the proposals from the outset.
This was especially so with the new cities program which, despite
getting off to an early start with the announcement of the Common-
vealth imvelvement in Albury-Vodonga in January 1973, ran almost
immediately into conflict with the States concerneé. The arguncnt
was over whether the land was to be leasehold, as Canberra wanted,
or freeliold, as Sydney and Melbourne wanted. Local sensibilitics
vere offended too, when Canberra came to consider disincentives to the
further growth of existing cities. In South Australia, the Dunstan.
government already favoured a ceiling of 1,3 million to the growth
of Adelaide, but Victorianm authorities appeared to believe that

Melbouine could grow forever; DURD did not ag'ree.1

An carly strategy for the Department was the creation of an urban and
regional budget program. The purpose of such a program was to co-
ordinate the resources which were allocated for investment in urban
and regional services by Tederal Departments' and State and local
governing bodies.12 The ultimate objective of the budget program
was to improve the quality of decision making in the urban ficld.
This it was believed could be achieved by greater attention to the
spatial pattern of public sector economic acitivity, that is, a
concern with more precise analyses of where, and on whom, policies
iwpinged rather than merely with aggregates.13 The preparation of
10. Ibid. p. 8.

11. Juddery, Op. Cit., p. 155.

12, T. Uren, Spccch to Town & Country Planning Association, Victoria,

cited in A.G.D., 1/4/73- 30/6/73, p. 829.
13. Budget Poper, No. 8, 1974/75, p. 10.



sveh a budget wor necessary given the increasing speoeific purpose
grants being paid to the States over the previous decade. The
proportion of State and local government capital outlay financed by
Commonvwealth government grants and advances had remained stable, but
the contribution made by specific purpose grants more than deubled,
from 10.4 per cent of total capital outlay in 1963-64 to 25.0 per cent
in ].972—73.]4 As almost all Commonwealth government capital grantis
and advances to the States for specific purposes were made for
projects related to urban and regional development, and these grants
and advances were going to be increased considerably, some kind of
strategy was obviously going to be needed. Due to the delays in
getting the Department under way however, the early hope that urban

and regional budget papers would gain a place in the 1973 Budget soon

gave way to a more realistic plan to include them in the 1974 Budget.

The preparation of the urban and regional budget was part of the
Department's long~term strategy. ITts short-term strategy was indicated
by the programs it was to immediately embark upéh-and which to a large
extent resulted from the promises of the 1972 election campaign.

These short-term goals were indicated in eight separate programs by
which it was hoped to solve the mdst critical problems of the cities
and regious as well as to redeem the promises made. These programs

were defined as:

Land. Commissions;

1

National Scwerage Scheme;

i

Urban Water Supply;

Growth Centres (New Cities Program);

V.o TORA.s P 13,
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Urban Rchabi]ﬁlatinn;

1

Area Improvement;

Regional Organisations Assistance,

-~ Rational Estulo

At the Premicrs Conference of 10 May, 1973, E.G. Whitlam told the
Premicrs very clearly what the Labor Administration intendcd to do:

We have been elected on a platform of social

change. We have promiged the Australian

people a program of wide-ranging and coverdue

reforms in the social structure of this

country. To carry out that program is the

primary objective of tliis government. L’

Some gains were made at the June 1973 Premiers Conference wben a

portion of the funds given to the States was tied to DURD guidance.

The level of financial commitment plamied in 1973 for these programs

is shown in Table 3:1, for actuval expenditure over the period (sce

Table 4:1). There was virtually no action toward getting the programs

started in 1972-73, the $77.8 million for Canberra would have been

appropriated for its developmenty; HUI or nc PURD.

0f particular interest in the table is the planned growth of the
programs through to 1976-77 which gives a stryong indication of the
magnitude of the task as originally conceived. The 1973-74 expendi-
tures are also oi some interest as thy reveal the slowness of the
Department in organising itself initially and of the existence of
unrccognised obstacles to be overcome before the programs could get
under way; viz. prolonged negotiations with the States, indentific-
ation of problem areas, supply of matcrials.

15. Confercnce of Australian and Silate Goverimient Mintsters,
Canberra, 10 May, 1973, p. 2.



Table 3:1

URD MINISTRY PROGRARMS: SUMATARY
(8§ miltion)

i |

1974 75 1975 7¢ 197671

Programs 197273 1973-74 budpet forwaid | forward

eatinte esla) | estta)

L.and Commissions . 8.0 56.9 165.0 185.0

Sewerage 5 . S . . ] 27.9 104.7 112.0 119.0

Urban water supply g 2 - e o 4.4 8.5 13.5
Girowth contres -

Coanberrath) | 3 g 4 . 77.8 104.1 140.0 166.2 187.1

Others . . v . . " DR 2.7 133.9 167.3

Arca improvernent 7 A . 7.4 4.1 21.3 24.3

Lirhan rehabilitation : 5.8 16.8 10.5 10.5

Regional organizations assistance A oh e 0.3 0.4 0.6

National Fstate ) : . 5 0.1 0.8 £.0 15.9 20.0

Gieneral administration n.e.c. . 1.4 4.4 8§07 7.6 7.6

Total VIRD Ministry Programs 79.3 167 0 433.7 40,4 734.7

(a) | xcludhimg imputed advances Tor capitalised inteiest.
(0 las tuding outlays of tie National Capital Development Commission on national works, and
‘Australian Government offices located in the Austraiian Capital Teintory,

Source: Payments to or for the Stales, Budget Paper, No. 7, 1974-75.

"he Concept of Regionalism and th= Nelional URD Strateqy

The new government's co-operative federalism proposals were based on
the dual concepts of regionalism and tripartite co-operation. The
concept of regionalsim was expressed by the government in various
ways: the move to incorporate local govermment within the framework
of Commorscealth payments, the encoeuragenment of loca)l governinyg hodies
to amalgamate into regional groupings, and, for the first time, tq CX—
rress in the aggregate the neoés of an area defined socially and/or
geographically, In addition, a Royal Commission was charged to

investigate the regionalising of government administration.

It recommended (inter alia) the establishment of regional offices

of the Commonwealth government in an "organic" form, the rationale
being that in each regional centre a Commonwealth govermment presence
would be established which would act as a central policy co-ordinating

section and operate under the general supervision of a Commonwcalth
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representative. Some of the DURD proprans were also to have a

distinct regional flavour rather than a specific purpose nature and
thereby enbance the regionalist idea., This was, according to Whitlam,

bringing soverpment to the people', in a real way,

The Labor govermment's regional policy had a set of basic objcctives
covering a wide range of social issues, These included equally dist-
ributing access to services, promoting citizen parficipation in
plaiming, achicving equity in wealth and political power, promoting
economic efficiency, preserving the environment, allowing divergent
lifestyles, maintaining full cmployment and job opportunities and
eliminating discrimination.17 Though very broad, these objectives
lent themselves to the definition of wore specific objectives on a
national, state and local government level which could then be
translated into specific programs.18 However, it is apparent that
none of the policies individually, nor taken all together, were

{ﬁaut to amount to any form of regicnal government. There was no
éirect electoral representation.for regional organisations ever
envisaged, It was not proposed that regional organisations be given
. s0le, permanent, or constitutional responsibility for any particular
functions nor was it proposed that the organisations have the indep-
endent ability to raise revenue. At no stége either was it envisaged
that large and responsible executive organisations should grow from

within the rcgion.19 DURD would only view the regional groupings

J6. Royal Commission on Australian Government Administration,
Regionalising Governmment Administration, Discussion Paper No. 1,
May, 1975, p. 6.

17. DURD, Regional Policy Fosition Paper, 3/5/74, p. 3.

18. These objectives arc too numerous to be mentioned herc but the
translating into programs can be seen in the activities of such
regional programs as the A.L.P.

J9. DURD, Kegional Policy Position Paper, Op. Cit., p. l4.
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from an gdidpistrative view point, althougl it did allow, though
theught it unlikely, that eventuvally indirect electoral represent-—
atzion of local councilliors in censultative regional organisations

y he ropiazed by a direct elccboral proccss and the bestowal of
full responsibility for certain'functions.20
In fermmlating a national program for urban and regional dCVGJOpmnﬁt,
the Labox governmeni took into account four main reasons wvhich it felt
justified its enlarged intervention. Iirst, the already significant
presence of the Federal government in urban and regional affairs
thyough the use of grants to the States for specific develepment
purposes, (roads, bridges etc.). Second, that due to a number of
factors urban programs had become sufficiently apparent to express.
themselves in national politics and for them to be considered a high
national priority. The onlj level of goﬁernment'with sufficient'
resources to develop such large scale precgrams as new cities was the
national government, Third, it believed the national urban systeén
w;s becoming increasingly interdependent, relying more on interstate
linkages and less on its hinterland; and finally, an efficiency
argument that most of the country's capital and labour rescurces were

concentrated in the main cities and inefficient cities made for

pational inefficiencies.

The Department however, recognised that there were a number of con-
straints on the formulation of an urban and regional policy at the
national level. Foremost amengst these was the complexity of urban

and regional develeopment patterns and processes and a general un-

20. Ibid.
21, BURD, An Approach to a National URD Strategy, April, 1974,
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familiavity with the concept of a national policy of the nature
proposed., DBecause of this wnfamiliarity it was realised that there

was potential for conflict with State policics and priorities,

Yollowiry from thic, the Federal structure of the Austyralian Conntitu-
tion and goveroment with the autonomy and waintenance of residual povers
of the States, especially in regard to urban and regional ﬁlanning
powers, was also expected Lo presenc some difiicnltics.zg With a

more or less full knowledge of the difficultices that wouvld have to be
met the Department did formulate a program of action constituting an
urban and regional strategy. This strategy was divided inte three

main areas:

1) Processes of policy integration - incorporating the national
urban and regional development strategy, resovrce allocation
through the development of an urban and regional budget,
and urban economic and resource planning to foresce resource
congtraints on urban and regional development.

2) Programs concerned with areas. Regional growth centres,
metropolitan growth centres, area improvement programs,
regionalisation programs, metropolitan strategy, inner
clty strategy, national land use policy.

3) Programs concerncd with functions. Land ccmmissions,
transport policy, nationl sewerage program, the National
Estate, social development policies, employment location

- policy, housing and building policy.

22. Extracted from private papers in possession of the author,
23. DURD, Internal Papers, April 1974,



The DURE Progroms

The eiglii progroms of DURD were the priucipal velbiclos for the
expenditure of Componwcalth funds in the uvrban and repional develop-
ment. sphere duving the period of the Laber administracion. Al of
these prograws were funded dixectly through payments under Scotion

¢ vdth different conditions ot tached depending upoin tbhe purposd.
Total expenditore on the DURD programs during the Labor administrotion
amounted to $593.2million(Feor full deitails see Table 4:1 p. 86 ).
Your of the programs, — prowih centres, regional organisations assisi-
ance, arca jmprovemcnt,; and urhan xchabilitation manitested the
Yregionalien” plilosophy of the government; the other four proprams,
the land cormicsions, sewerage, urban watex supply, and the national
estate were specific function programs designed principally ;o
alleviate inadequacizs in the Australiapn urban structurxe. Their roles
and relstionchips in the gereral sclieme of urban and regional develop-
went arc complex (see Diagram 3:1), Moreover many programs met with

substantial political opposition.
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Phe: News CTtdce Doooveen (Crowih Contra:s)

The DUKRD approach to growth centres was an extension of decentrali-

sation policice thot had been pursved with little enthusiasm by States

and, previous Federsal governments., In 1244 the Cowmonwealtlh Nouvsing
Commission (CHC) urged the Curtin government to decentralise dindustry
and create "satellite towns' because of the deteriorating living

i el 2t B " £iie
conditions of the cities. Between the post-war reconstruction period
and the wmid 1960's the States initiated some policies to encourage
industry and populaticn to remain in or move to nen-metropolitan

areas.,

For a time the policies secmed to work as the rural areas and countyy
towns appcared to be achieving self-sustained growth. By the mid
1960's however, it was apparent that metropolitan growth was again
accelerating. The reversal in trends led to a re-appraisal of policy,
and the concept of "balanced development" which had been used up until
then was gradually replaced by one of "selective effort", concentrated
on fewer centres whose growth could be readily accelerated. The‘
Victorias govermment had accepied the neswt approach by 1967 when it
. received recommendations on the selection of centres outside of
Melbourne for accelerated devcl;pment. By 1969 the Victorian and
New South Wales governments were proposing joint co-operation in the
development of Albury-—Wodonga.25 Commonwealth initiatives during
the 1950's and 1960's were relatively insign;ficant amounting to
little more than offering small subsidies to offset the higher cost
24. Department of Environment, lousing and Community Development
(E.H.C.D.) Background and Approaches to Decentralisation Policies

in Australia, August, 1976, p. 11,
25. Ibid.
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ghructunes of pon-wewrepolitan vegions, T 1963 howvever it aproed
vith the States to consider a potional approach to decentraiisation,
and an intergovermmental commitice was established for that puipose.
The Committee eventually brought down its report in 1972 concludiug
that the only program of decentralisation which was likely to be
cffcetive would be a selective program. In the long intervening
period however, some States coniinued to act upon their ovm initiativa
and the decentralisation policics, which had both selective and non-
seicctive clements, were introduced in New South Wales, Victoria and

Seuth Australia, and to a lessecr extent in the other States.

By 1972 the Commenwcealth could no longer ignore any responsibility
for urban development, and from this embryonic interest NURDA cocrged.
Thaus the Commonwealth finally, was involved though the extent had yet

to be ascertained.

With the advent of the Labor adwinistration, NURDA was incorporated
into DURD and, in April, 1973, was restructured as the Cities
Commission. The new Commission was to act as an agent or professiomal
consultant to the Dopartment in the physieal plamning flelds. It was
not be be responsible for national urban strategy although it was

¥

expected fo focus upon promoting regicnal growth and rationalising

the development of existing cities.

The Growth Centres program was created in respoanse to population
expectations that in the year 2000 Australia's population would increase

to betwecen 17 and 23 million. On the basis of 1972 trends, most of

26. These higher cost structures resulted from increased transport,
wages, communication, costs that arc part of non-metropolitan
location.

27, Ibid., p. 12.

28, T. Uren, Press Statement, Canberra, 6 March, 1973,



this populotion inc cacse, #od hoace wont of the demand for new devel--

opment, would take place in the State capital cities and one or two
other large contres such as Canberra. Tt wos appreciated early that
the marginzl cost of localing people in the existing major metropol-
ises was far in excess of that in provincial urban areas, even if it
meant building a vhele new city from the ground vp. Thus there was
some considerable justificacvien from an economice viewpoint for
encouraging people to move to, or stay in,; provincial centres. The
Growth Centres program therefore, was conceived as a program to
provide those amenitiesz, services, and opportunities in selected
centres that people desired or needed énd vhich would encourage them
to locate in those centres. It was to ensure the creation of
realistic altermatives to the established metropolitan regions,

: e ; 29
offering well planned and efficient urban environments.

The Government's first priority was to foster selected growth centre
projects in Soutlhi-Easteyn Australia because of the growth pressures
in that area. Within a short kime additional projects were selected
taking in other metropelivan growth centres such as Gosford-Wyong,

_ the South-West Sector of Sydney (Holsworthy-Campbelltown), Monarto
(South Australia), and Salvado -(north of Perth), and regional growtﬁ

centres consisting of Albury-Wodonga, Geelong, and Bathurst-Orange.

Assistance was also to be provided for Townsville, Gladstone, The
Moreton Region, Tamar Region in Tasmania, and the South-East Sector
of Melbourme. The early assistance was however, directed mainly at
investigatory projeccts within each of these areas.

29. Budget Paper Ne. 8, 1974-75, p. 23.
30. DURD, A National Progran for URD, April 1974, p. 15.
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Lv essential ciement of the program was its close association with
{hie Land Commicssion prograwm. A condition of Commenwenith funding was
that the relevant State govermnenc would infroduce legislation fer
land price stabilication within the boundiryies of the growth coentre.
This legislation moreover would have to sct a base value for the
1and related to the value of the land at the time of the earliest
ennounacaent of the centre as a growth area. For example, the baze

s2 49

date for Albury-Wodonga was set at 3 October, 1972. The Federal
governmment's attitude was that only through the public acquisition
of the land prior to development, coupled with measqres to stabilisc

the price of land, could the vipbility of the growth centies be in

any way assured.

Th» Regiongl Organisations Assistaiice Progran (RGAP)

The ROAY was désigned Lo expédite tﬁé ﬁe&lgévernmént‘s regionaiism
philosophy at the local government ievel. The machinery to enable
the Yederzl government to implement such a'program vas providaéd by
the amendments made to the scope and activities of the Grants
Comniscicn by the Crants Commission Act, 1973. The new Act broadened
the Commission's role to inquiring into aud reporting cn “applications
by approved regional organisations of local governing bodies for
financial asaistance".3
The Minister for.Utban and Regional Develepment was responsible for
setting up and approving regional organisations of councils (ROC's)
also under the terms of the 1973 Act. The ROC's comprised ropresent-
atives from cach local government body in a designated region.
31. e.f. Ministerial Statement, T. Uren, llouse of Representatives,

23 mpgust, 1973. A.G.D., 1/7/73 - 30/2/73, p. 1323,

32, Commonwealth Grants Commission, Mivat Jpoyt 1874 on Finwieial
Aseistance for Local Govermaent, Cuanbeyra, 1974, S, 1:3,



Seventy-sin regions had been jolwtly dolinited by the State aud
Yederal governments. The repions conformed by and large to exicting

State repional development boundaries and couvld only be altered after

33 :

consultation with the appropriate State Minister. The ROAY was
desipgned to bolster the co-ordinative role of the ROC's and hence
local government viability generally, by encouraging local govern-
ments to co-operatively mavage vegional affairs., TFinancial assistance
was to be made available to meet basic administrative and promotional

costs of the following types:

- to defray administrative expenses: this
would include costs cf meetings of those
orgenications and their sub-committecs,
the preparation of regional submissions,
including submissions te the Grants
Commicsion, and secretarial costs.
(Approximately $2,000 per region in
1974~75) :

- to promote regional activities; this
would include the employment of consult-
ants on matters of regional importance,
the employment of staff to assist in
regional rescarch or planning, the
holding of conferences and meetings to
foster regiopal awareness and the
establishment of lianks within regions
and between tlie regions themselves and
Federal and State agencies. (Approximately
$8,000 per region in 1974--75). 34

This financial assistance took the form of specific purpose grants
_paid to the Srates which in turn were to be channelled to a banker
council for each region, Therc were, however, formidable obstacles
impeding the ROAP. The available resources were widely spread and

the anticipated benefits were to accrue over the long term. Tt was
33. DURD, Issues in Regionalism - The Australian Government Experience,

November 1975, p. 5.

34, Budget Paper No. 6, 1974-75, p. 32.
‘
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cariy realised that certain regions Jaccd pressing problems which
yequired urgent resolution if. they were not to becowe eritical and/ox

25
intracteble.”” The relatively low level of funding for the ROAP wvaos,
however, mostly unavoidable. As late as November 1975, the Department
vz still developing the frawmework of the Urban and Regional Budgets
in a step by «tep fashion. The procedure the Department was using
was to trace Federal expenditures to the regional level on a program

: : : 2 36

by program basis to identify the outputs of those expenditures.
Until this could be done, the Federal government had no idea of the
efiectivencss of the programs that were being funded with Commonwealth
roneys and hence whether schemes such as the ROAY were in fact cost-

cfifective.

¢f all the DURD programs, the ROAP probably had the least success.
DURD, in late 1975, acknowledged that the low level ofvfunding had
a relatively minor impact on the process of regionmalisation and
although it was believed that local government would be generally
receptive to increased ROAP grants, extension of the scheme Jas
Vindesed by State opposition. Four State governments were opposed
< at the political level to regionalism as developed and sponsored by
the Federal government and they were reluctapnt to permit ROAP
operations in other than a strictly limited way. Queensland would
not participate in the scheme at all although it was consideriné

entering into negotiations toward the end of 1975.37

35. DURD, Issues in Regionalism, Op. Cit., p. 5.
36. Ibid., p. 7.
37. R.B. Landsdown, DURD Minute, November, 1975,
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The Listory of the AJ1.P. was one of vapid grewlh and change. The
objuectives of the progrom, as they griw over the period of the Labor

adwinistration, c¢an be sumrarised as followa:

1973-74...te remedy deficiencies in the urban and social
infrastivetuere in Vestern Sydney and Western
Melbourne.

1874-75...t0 remedy doficiencies in thirtecn selected
regions;
.+.to encourage the development of regional
strategies;
.o to provide un opportunity to co-ordinate many
Australian Covernment activities at the regional
level,

1975-76...te involve people and organisatious in identi-
fying regional problems and working out regional
strategies;
.« to provide an opportunity for co~ordinating
hustralian Government activities at a regional
level;

«.«to initiate and make effective regicnal
planning processes. 38

in its first year of operation, A.1.P. expenditure was confined to
the Western regions of Sydney and Melbourne with feur basic types of

activity being funded:

~ land acquisition for community purposes;

~ community centres and other community
amenities;

- strategy plans;

~ protection of the environment, 39 .

From the 1974~75 Budget the activities were continued with added

emphacsis on projects that would promote strategic urban and environ-

38, DURD, Ministerial Minute, November, 1975.
39. hdget Faper No. 8, 1974-75, p. 30.
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mesital planning, and ey provision of informaricy neryvices, that would
cellect and dincowminate data about the regions. The chaonge in the
direction and emphacsis of the ALP over the three years resulted from
foar majer factoesd

1) The range of projccts progressively narrowed with the
exclusion of sewerage, roads, ﬂousing, and public
trancport which vere being handled through other programs.
What remained for tlie AIP's were "infill" projects Jeft
over from these other Federal projects.

2) The level of funding influenced by growing constrainte
in overall goverpment cxpcndit;re affected the direction
of the programs by canécntrating Yesources on programs
that had a high priocrity in terms of deficiency in a
region and a high regional impact.

3) The change in goverament regional objectives over time.
The government gave increasingly high priority to
restructuring programs in support of these regional
objectives,

4) The government was not inclined to vest DURD with an
overall co-ordinative role for Commonwealth government

programs in AIP regions.Ao

The AIP's were heavily criticised for overlapping with other programs
especially the Regional Organisations Assiséance Program (ROAP).
There was an clement of commonality with the AIP in terms of
furthering the government's regional objectives and specifically in

assisting the reglonal approach to planning. The principal differcnce

40, DURD, Ministerial Miwule, November, 1975,
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between the fwo prograns vwae thie ongoing natwiy ol the ROAP's whoereas

the AIP's were terminating prograce.

1

By the end of 1975 and following a review of the AID's achievements
it was decided in the future to limit the number of regions in re-
ceipt of AIP funds and increase the funds per region. The repions

thint were to have continved funding wera only tae be those that had

high priority deficicncics in urban infrastructure, housing, and
transport. A preference wes also to be given to those projects which

could b undertaken jointly with other functional programs.

Urhan Rehalq titation

The vrban rehabiliation projects were undertaken with the following

specific pbjectives dn mind:

- to preserve accommodation in the inner suburbs for low-
income households;

- to achieve 2 suitably broad socio-economic mixture in
the population of arczs affected;

- to preserve the historic landscape qualities of the
older inner suburbs;

~ to foster commupity partiecipation in the planning,
developnient, and management of neighbourhoods;

~ to test the suitobiliity of a particular approach for
coping with pressures for redevelopment, for possible

> 41
extension to other areas.

The projects invelved tue Federal government in co-operaticn with

State and local authorities 1n the acquisition of land and property

41. Budget Peper Ro. 8, 1974-75, p. 31.



in dnpey-city ayeas, yohabilitation and vonstyuction of dwellings
for lcase or salegcepecially ta low income fanmilica, and the encour-
agew>nt of participatory planning in communi ty management and

. " 42
coevesemucnt,

The opportunity to carry through these objectives first arose duriag
1973-74.  $3.5 milliom was loancd to aseict the Victorinn Housing
Comisission to purchese property at Emerald Hill in MNelbourne and fo
the RBew South Wales government for purchases in Glebe and Woolloo-
meoloo in Sydney. The Glebe program involved the acquisition and
sone redevelopwent of 709 dwellings on 19 hectares of land purchasced
from the Anglican Church at a2 cost of $17.5 million. A further

$1 wiilion was to be spent on rehabilitation during 197’4--75./'3
The Toolloomcoloo project was to focus on the renovation of, and
addition to, the low income housing stock as well as the provision
of adequate community amenities and public open space. The rehab-
ilitetion programs «chieved mest of what thay set out to do and theix

funding was continued even after the demisc of the Labor government.

.3
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The principle behind the Labor government's attitude to land use and
cevelopment is stated in the 19273 Report of the Commission of Tnquiry

into Land Tenures:

Land is a finite rcsource to be used for the
benefits of the commurnity rather than an object
of speculative intervest...because development
rights ensue {yom government action, it is

the community gencrally and not the individual
land holders vwho should reap the bencfits
accruing from such rights. 44

427 1RD, A Rational Program for URD, rpril, 1974, p. 16,
&3 Eudget Paper No. 8y pe 3L
4b Niepovit..., ACPS, 1974,
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The Land Commiscion's program involved the provision of financial
assistance to the States for
a) land acquisition for comprehensive high quality development;
b) servicing and development of land acquired to the extent
that thesc costs were met from normal Government subventioni;
c¢) urban renewal and development;
d) study programs and research on problems of prhan and

regional development.

The payments to the States were bound by the cendition that the
recipient States agreed Lo establish a Land Commission or a similan
high-level co-ordinating body to control and co-ordinate the programs.
Additionally the States were also required to introduce land price

stabilisation legislation to apply in areas being acquired with

Federal government finoncial assistance.aé

0f all the DURD prograws Lhe Land Commissions created the greatest
amount of controversy at a political level. Most of the contiovérsy
vas over the formula to be applied in assessing the value of the

land at the time of purchase by the particular Land Commission.
Owners of land would get compensation on the basis of either the
existing use value of the land at the date of acquisition, or, the
market value of the land at the base date accumulated at a rate of
interest from the base date to the date of acquisition. Under

either scheme the result was much the‘same; the Commission would
capture the unearned dincrement arising from the change in the use of

the land (e.g. rural to residential) by appropriating the development

45 . Budget Paper No. 8, 1974-75, Op. Cit., p. 18.
46 + Ibid. p. 19,
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valve., The remnval of the speceuietive clewont woeuld then weduce
the cost of land and hence its wrice. The mzin group that this
proposal affected was of couvigse, the leand speculators, both those
engaged in the fast turnover of land and thosce "sitting" on land in
the form of cithey individual blocks or large tracts of ruvral lands
vpon which cities wenld eveptually encroach.  Other oppesition to
the Land Commission proposal cyystallised around the creation of the
Y"hydrocepbalic monster of bureavcracy" that would be necessary to
administer the scheme, and, an incvitably resulting ivcfficient use

* e ; L7
of land arising from the removal ¢f land from normal warket forces.

Respite somz concerted lobbying along these Yines by groups such as
the Urban Development Institute, which wepresented builders and
developers, the Govermment was determined to push ahead with the
Comissions. The first agreement was reachéd with SouLh Anstralia iﬁ
Novenber 1973 and the South Australian Land Commission was established,
Ey the Budget of August 1974, agicements in principle, had been
formally reached with New éouth.walen, Vic£ori$ and fasmania, and
detailed programs for Queensland and Western Australia were under

discussion,

Ti05m % R ooy (o - o Thin
The National Sewercpe Program

Ly Dacember 1972, 17.4 per cent of urban arcas housing one-sixth of
the population of the principal urban area; of Australia were un-
scwered, This situation arose principally because of a period of
rapid urban growth when inadequate resources were available for the
provision of urban seryvices. Prior to 1972, the situation had been
partially solved by the requivement that land developers and sub-

A7, T, Bardy, Reflections on the Report of the Commission of Inquiry
into land Tenuves, The Developer, August 1974, p, 143.



dividers centyibute to the provision of severage systewms, but this
bl
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of course, only catered for new developments. There was still «
large bLacklog of arcas waiting {or sewerage in the older establishad

residential arcas.

On the 1€ December, 19272, Whitlam, the new Primc Ministier, wrote to
cach of the State Premiers indicating that it was the wish of the
Federal gpovernment that all premises be sewered by 1978ﬁq by the
end of 1973 however, it was clear that such a target date was
unattainable given the cost and the limits of resources in the
construction and cquipment supply industries. A new target was sct
vith completion somwewhere between 1980 and 1985, As at June 1974,
the estimate of the total cost of the works program needed to rcalise
the objective was approximately $3,800 million with & contribution

by the Comumonwealth of appreoximately 40 per cent or $1,500 million.'so
The priority areas for the scheme were to be the metropolitan arcas

in each State, associated fringe areas experiencing met;ePolitan
growth pressures and provincial cities with a population in excess

of about 60,000 people. The States submitted to the Commonwesdth,
estimates of the shortfall in capital funds which were likely to

arise if the States were to embark upon a program of works witl; the
object of eliminating the connection backlog by the initial target
date of 1978, Tﬁis shortfall, shown in Table 3:1, is the diffcrence
between the aggregate cost of the works and the capital sums aveilable

to the respective responsible authorities.

48. Budget Paper No. 7, 1§74-75, p. 20.

49 . DURD, Briefing Notes for Conference on State Grants (Sewerage
Agreements Bill),

50. Budget Paper Ro. 7, 1974-78&; p. 21,



Teble. 311 Gttt JUARS Bliged Jals aaising Ol uf ueee leraled
voweraae prograns to aeet a 1870 targel year.
(¢ million)
Brban Arca Initial) Year Shortfall Target Year Slontfall

Y973-74 19786

Sydrey -~ Wollongoug 25.90 218.80

Newcastle §.34 45,60
Melbowwne 32.70 234,80
Yelbouine Yringe .60 10,60

prisbane 1.00 6.90
Brighane Fringe o 15.45
Gold Coast 3.05 39.35
Townsville S ) .76
Adelaide 2ith \ 8,42
Perth 559 Gh.74

Hobart 2,63 33.3
137

Launceston

Total Shortiall 83.73 637.
Sarce: YORD, Bricfing Boten, Op. Ctt.; p. S

With allowvance for inflation, the shertiall was expected to rise
from $040 million to a figure in (he region of $800 million by 1978,

With urban areas of less thaa 60,000 population included, the short-

n
? o, 51
fall was ‘cxpected to be eloser to $1,000 midiion.

The extent of the shortfall is a f£airly clear indication of the
"stretched" nature of State finances. Additionally, the States
faced highey rclative costs for their capital requirements as they
had to raise their funds at ruling interest rates. The magnitude of
the expenditure involved also overawed many State administrations,

Clearly the States were in no pesiticn to cope with the provision of

51. LURD estimates, 1374,



such a gervace within o definable and yveqeagahle time peyiod
With a display of cxeessive zeal the Commomeealth indtially allocated

$84 million to the schewe for 1973-74 only to find that it was not

yossible to spend 5t in such a4 short period without severe "bidding
] i ¢

up" of contract prices and seriously straining available manpower
and materials. Eventually $30 millicn was appropriated for 1873-74
which, althouglb resuvlting in a rather slow gtart te the program,

allowed the sewerage authorities to gear their construction capaciltics

to be in a position to cope with further expansion in 1974-75.

By
Urban Water Surml <z

S5 SERLES

The development and management of watenr rescurces was an arca in which
primary responsibility had traditiornally rested with the States, Over
gome time hovever, and perticularly since the Second World Way, the
Comnonwealth had become incrcasingly invelved in vater storage and
supply, the Snowy Mountains scheme being a prime example. 1t was

also involved in water cupply in a more gencral way through the
programs of the Australian Water Resources Council and the provision
of financial assistance to specific State projects. However, in 1973,
the new Federal government adopted a broad policy statement in relation
to the development and management. of water resources. This statement
indicated the Federal government's intention that all water resource
projects should be assessed on the basis of "their impact on social

welfare, cconomic development, and the environment.

In tha 1974-75 Budget the Commonwealth allocated finance through DURD
for two new State sponsored urban water projeccts. The first was to
be in Adelaide where water quality was seriously below international

52. This scction draws heavily on Budget Paper No. 8, 1974-75, p. 22,



stondards,  The second project was to provide a comprehensive
regional water supply system in Rerth-West Tasmania which also was
suffering majoy deficicncies in the quantity and quality of water
supply. Overall the Urban Water Supply program never féatured very
largely in the total URD budget: the 1974-75 allocation of $4.4
million was solely for the Adelaidce scheme. Expenditure rose to

$8.9 million in 1975-76, incorporating the Tasmanian scheme.

The Nationcl Eatate

The National Estate program grew from the "quality of life in urban
and rural areas'" ethos of the Labor government., Its bricf was the
precervation and enhancement of those parts of the cultural and
patural heritage that contributed to the "quality of life". The
national estate itself was considered to include national parks,
and nature reserves; buildings and structures of historical,
architectural or other importance; areas of special scientific
interest; areas of special arcbaeological interest; the coastline;
inland waters; urban parks, gardens and recrcation areas; rural

53

recxeation resources; and Key landseapes.

The programs were to work with.and through other Departments of the

Commonwealth such as Enviromment and Conservation and non-government
organisations such as the National Trust. Direct allocations were

. made to the Nationmal Trust for various preservation functions and

to the Department of Environment and Conservation for the establish-
ment of National Parks., The programs themselves fell into three

major categorics:

- 33, Ibid. p.21,



- restoration, preservation and enhavcemant of propertics;

- studies reluting to such matiters as the preservation of
historic buildings, townscapes and landscapes of natural

.

and scenic inportance, lang usce, architecture and other

matters related to the Ratjonal vsvate,
Pinancial assistance for the programs was allocated as non-repayable
interest free grants. In 1273-74, $2.5 million was allocated for
the progiams altheugh only $0.0 willion was actually spent, the
reasons for which stemmed from two sources: firstly, the slowness
in actually gettiug the program going and secondly the delay in the
completion of the Report of the Committee of Inguiry into the National
Estate which was not available until well into 1974, Thercafiter it

received increascd financial assistance,

LZURD aad Favly Polsteedl Troblens

The first hurdle the new Tederal government had te overcome in
commencing its programs was a general resistance to any enlarged form
of Commenwealth intervention in the urban and regional enviryonment.
Some of the programs were obviously going to be more controversial
than others, and, whilst opposition was expected from some quarters,
its level and intensity certni&]y wag not. The amount of opposition
from the real estate entrepreneurs generated by the activities of
the Land Commission's program is probably tpe best example of this.
Further, opposition from other levels of government also arcsc early
in the life of the Department. There were State complaints that
program control vested in a Commenwealth body carried a connotation

that "Canberra knows best'". Being subservient to a distant body

also carried for the States an ever present threat that State-



Yock of undars timding of whui Commonweslih pold loy encopassed,  Forly

discussions botween officoers fyom DURD and the State Premicrs

revealed that chere was nepligible wdersionding of what Federal
policy toward the citics rcally meant. This situntion was exacerbhatcd
vy the Federal govermwent's ralher beavy handed approacin to tle

by the Federal rowent's rather heavy handed appr to tl

flow of money from the Commonwealth to the States. The Prime

Mirister, in his opening specch at the Junc 1972 Ticmiers Confein.uog

<

put the Conmonwealth position bluntly when he said:

From now on, we will expect to be involved in

the plamning of the function in which we ave
financially involved. We believe that it would

be irresponsible for the national government

te content itselfl with siwply providing funds
without being involved in the process by which
priorities are mot, and by which expenditures

are planned, and by which standards aic wet, 57

Such a statement could do. Xittle but give the Premiers some cause

for resentment over the use and adaianistration of Commenwcalth

originated funds.

The workings of the Land Commissions especially cauvsed consternation
anong the State goveroments. Yinance to assist the States in acquis-
ition programs would be provided by the Federal govermment cnly after
agrecments with the Commonwealth had been signed and preposed
acquisitions approved. Given that the States had insufficient funds
to promote their own schiemes the only way they could obtain the
finance was to agree to the Federally dictagod conditions. A refusal
to accept the money was electorally dangerous as they could then

leave themselves open to charges of not combating rising land prices,
favouring land speculation, or taking a partisan approach to a

ed 3n Tocal Govermaert Adaninistreiica Op. Cit. p. 43.
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Predictably initisl negotiations with the State Premicrs produced

a mixed bLag of resultz. The Land Commnission program was primarily
aimed at Syduey and Melbourne becavse of rising land prices,; but
the only State to welcome the scheme initially was South Australia.
The Victorian Minister for Housing, Vance Dickie, believed it would
be "“tragic for Victoria to allow the Federal govcrﬁmcnt to cowe in
and contro) land in which they have no jurisdiction at present".58
The Hew South Wales Premier, Tom Lewis, retorted that "the Australian
governnent was suffering Alice in Wonderland-type delusions it it
throvgh it could control land prices‘effectively".59 In both cases,
the political opposition centred around Commonwealth involvement in
areas of traditiondl state responsibility.  Moreover, the conscurvative
govermments of New South Vales and Vietoria did not want to lose
political kudos to a Tederal government of the opposite political
persuasion,

The TFederal government itself was quick to realise the electoral
advantages of these programs and to some degree used the anpouncement
of them for political mileage. This was especially the case with
regard to the Land Commissions.and the Growth Centres and to a lesser

extent, the Sewerage program.

DURD's political problems were not only to Ee expressed through the
grand-standing of politicians on th2 other side of the political
fence. Opposition was to grow within all State governments during its
period of operation, and was best reflected in the changing financial

58. The Agc, Melbourne, 27/1/75.
59. The Telegraph, Sydney, 5/12/73,
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relationship between the Jevels of government in Austraelia. In time,
the States were to find themselves bypassed as the Yederal govern-
ment gave more concrete expression to its regional philosophy.

As the Commonweal th took greater steps toward bringing "govermment
to the people" and intervening directly to improve the lot of the
individual in his enviromment it was inexorably drawing itself

close into conflict with the bastions of centralised power in the

Austiralian federation, the States themselves.
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Provicion of financial assistance to the States for the purpcse of
urban and regional development was regulated by the Urban .nd
hegional (Finaneisl Assistance) Act, ii?é.l Tie Ack specified thag
the assistance would be provided by way of loan or any other means
as the Commonwealth govermuent saw fit for its purposes. FYunds were
voted from Consolidated Revenue and from the Loan Fupd for expenditure
on specific prejects, under section 4 of the Act, that the Hinister
had approved after consultation with an appropriate Minister of a
State. The Payiments to or through the States from the Commorwezlth
for the DURD programs arc detailed in Table 4:1 which indjicates the
absolute amounts peid to the States over the period. The dramatic
decline in 1976-77 is the result of the first Liberal-Country Party

Budget,

Table 4:1 Payments by Function - DURD Programs 1972-72/1977-78
(§ nmiliion)

1972-3 1973-4 1974-5 1975-6 1976-7 1977-8

Land Commissions 33.5 41.1 S4. 4 240 26.3
Sewerage 269 QLT I3 498 {4
Urban Water Supply 4.4 8.9 9.2 6.0
Growth Centres 6.6 61.3 69.6° 43,7 25.6
A B 7.4 13.8 15.0 .6

Urban Rehabilitation 53 16.7 6.7 3.8 o
R.OLAP. I3 .2

National Estate L6 g c.3 7.0 339 13 2.2
Total 0.1 59.0. 262.3 271.9' 132.4 60.5

Source: Payments to or for the States etc., Budget Papers No. 7,
1976~77/1979-80

1. Act 135 of 1974, assented to 9 December 1974. This was followed
by Act No. 74 of 1975 for an additional allocation for 1975.




In order to pit thase paywoents inte povsroctivey Tabile 4532 {1 uets s o

their proportion in tetal payment:o 1o the Staies over the same periold.

At the peak of DURD's expenditures the paymeals omounted to 4.1 pey

ceitt of total payments to the States. Vieved against the fipgure of

1.4 per cent in 1973-74 the significant incrcase in the share of

tctal payments became a matter of concern for the States. As well,

there was no indication that this grewth was going Lo dininish,

Table 4:2 Proporiten of DURD Program Paymenils in Specific Furpose
Payments and Total Paymonts, 2872-75/1977-78,

(S nillion)

(1) (2) (2) {4) (5)
Year Payments for Total Total (1) as (185
DURD Programs Specific Payments % of (29 % of €3)
Purpose to States :
Payments
1972-73 ) 931.5 3451.8 .01 .002
1875=74 59. 15720.1 - HIB6.LS 3.7 1.4
197475 262.3 2966.9 6423.5 3.8 4.1
1575-76 271.9 4152.4 8466.5 8.5 32
1976-~77 132.4 4068.5 9167.1 B2 1.4
1877-78 60.5 6449, 10224,3 1.3 .6

Source:  Payments to or for the States étc., Budget P@pérs No. 7,
1976-77, 1979-80,
In the 1975-76 Budget there was a slowdown in the growth of payments
to the States which was also reflected in the DURD program payments.
This was occasioned by a deteriorating ecomomic outlock waich brought
about a review of economic strategies by the new Treasurer, Bill
Hayden. The Commonwealth, however, was still distributing back to
the States allocations at 2 greater rate than its own increase in
revenve. Table 4:3 shows the annual growth of payments to the States
compared to the growth in Federal revenues. Even with the high
inflation rate taken into account the rate of increase in the payments

to the States was unprecedented.,



Tabide: 423 ‘ et l Gy i - e
(per cent)
1972-73 197374 197475 1375-76 1976-77

Total Federal Payments

to States 15 21 51 30 &
Total Federal Ravenae 6 =1 28 U 3

Inflation (C.P.1.) 6 13 17 13 14
Real Increase to States 9 & 34 17 -6

The incrceasing level of spucific purpose payments in total payments
was, as stated carlier, a major conceru to the States beecause of the
effeet that this was having on their own Budgets and expenditure
prioritics., The Gtates paiticipation in the new specific purpose
prograwns, however, was affected by more than a general apprehension
over the Budgetary distorticnz imposed by having to meet revenue or
Ly
matching conditions on the payments. The States were reluctant to
disrociate themselves coupletely fyem many of the programs because by
doing so they would have lost sccess to the financial bencfits arising
from them. The land purchase program requiring the establishment of
Urban Land Councils was one significant exception to this. For some
State governments public ownership of residential land was totally

beyond their political and Zdeological philusophy.

Apart from the Budgzetary problems, the States were experiencing con-
siderable administrative difficulties with the implementation of the
programs. This resulted mainly from the Commonwealth's insistence

upon a greater degree of supervision cf State expenditure of Common-—

2. Distortions are presumed te exist when the Commonwealth provides
assistance on conditions requiring the grants to be allocated
according to priorities which dificr from those of the States, or,
specifying matching or revenue condltions making it necessary for
the States to redirect expenditures from, what was to them, higher
priority to lower priority areas. Many of the DURD programs were
prime examples of wmatching conditions - growth centres, scwerage,
urban water supply, and the land commissions were particularly
prominent.

3. Sce C.P. HMarris, Relationships Betlween Federal and State Covern-
ments in Australia, p. 108 ff.



vealthi funde than had been the case provinus]y.a The payments for
the LURD progroms were one pant of the specific purpose funds that
flowed from the Commonwealth and their growth and decline generally
followed that of the total payments over the period. Table 4:4
shows the level and growth of these payments during the Laber admini-
stration and the abrupt reversal of the growth rate due to a revamped
Budget policy in 1975-76. The DURD payments shown in Table 4:2
cxhibited this trend. To eifect a lower level of total payments

to the States in 1975-76 the Labor Treasurer was obliged to reduce
specific purpose payments (including the DURD payments) even though
this ran contrary to the Whitlam government's earlier pelicies.

Table 4:4 Specific Purpose Payments/General Purpose Payments (a)

1972-73/1977-76. ($ million)
S.P. Payments Changes in rate G.P. Paywents ~Change in rate
(%) €3]

1972-73 931:5 ' 2682.9
1973-74 1540.4 68.6 2790.5 4.0
1974-75 2966.9 88.9 3600.9 29.0
1975-76 4152.4 39.9 4402.6 22.3
1976-77 4068.5 -2.0 5078.6 15.4
3977-78 4449,1 9.4 5175.2 137

(a) Comprising general revenue funds, Loan Council borrowings and
geneyral purpose capital grants.

Source: Payments to or for the States etc., Budget Papers No. 7,
1975-76/1979-80.

By deflating and indexing all the péyments over the éeriod it is
possible to observe the real movements and changes that were taking
place. Table 4:5 shows these movements using an index with 1973-7¢
as the base year and with the values deflated to 1973 values. What
worried the States in the period 1972-75 was the rise in the specific

purpose payments (because of programs such as DURD's) with their

4, A full description of the problems of duplication, delays, inflexi-
bility, and administrative overlap ic included in Harris, (Ibid.
p. 110 £f) where several examples are cited of problems with DURD
programs on both their financial and administrative sides.
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91.
atbeudoul  condivions while, as Jable 4d el the  real viada
gencral purpose payments was decreasing., While the States toetal
reccipts of Commonwealth funds increoaced steadily cover the poriod,

this fucrease was almest dolely fw the specific purpoese paywm

ps

arca. To make matters worse, the specific purpose payments ithat
bad matching grant conditions, such as the gro@ph ccntru;, urﬁan
water supply, and land commissions, further reduced the amounts of
unticed financial resources available to the States. As a dircct
consequence of the policy of the Whitlam goveroment in Toderal/
State financial relations, pencral purpose payments decrcased in
1973-74 and did not recover to 1972 levels until the new Treasurer,
Bill lizyden, brought down his 1975-76 Budget. MHence whilst the

States bhad more money to spend overall they had less to dispose

of according to their own priorvities.

Table 4:5 also indicates another aivea of major couwcern to the

States in the new financial relationship:  the increasing use of
specific purpose payments for recurrent purposes relative to capital.
purposes. Once again, some of the DURD programs, especially the
growth centres, featured largely in this particular conflict. The
table clearly demonstrates that, duvring the years of the Whitlam
government, grants for recurrent purposes increased far more rapidly
than did capital grants. Inasmuch as finance provided under recurrent
grant schemes, by definition, reflects prolSchd Commonwealth involve-
ment within a State, these grants have been less popular than the
"one-shot" grant for a service of a capital nature. The States

have always argued that oungoing costs for any particular service

should be met out of an increased general purpose grant.
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For the States part, the proportion of sypacific purpose payments
within total State outlays was also rising rapidly (sce Fig, 1:1)
reileeting the growing, and "worryisng', Commenwealth prescnce. The
States were bhaving the dircction of theiyr expenditore dictated as
nevaey before. For the Commonweslilh's pare, such intevference was

impesativae: without it the progrow of social reform promised by

the Lahor adwinistration cculd not Le felfilled,

Of specific purpose paywents to the States everall, it has been

established by P.B. Wade Cthat:

e 0307 pox eent of whe increase in speeific
purpese payments iu 1973-74 was the result of
Fedesal government decisions to switch from
general purpese payments to specific purposc
payments as the basis of financing some arvcas
of State regponsibility.

«+«39.7 per cent of the increase was the vesvlt

of new programs, adcpied by the Federal govern-

ment. in 19/3-74, vhich wvere financed by specific

purpose tied granis.

voon In total something: in excess of 80 per cent

of the gross inereacc in specific purpose

payments was the result of the policies of

the Labor Federal government. 5
Payments for urban and regional development were also made on a veiy
complex basis involving a large awount of ce-operation batween the
ticrs of government. The payments ware subject to conditious iwposed
by the legislation appropriating the funds, aud in each case depended
on a detailed agreement or agreements painstakingly negotiated between

the Federal government and the State or States invelved.

As Vade observed of the URD payments:

5. P.B. VWade, Op. Cit. p. 10



The vliale concept hos provided 2 continuous
servies of {ield ‘days for governmeat legal
officers.  In addition it bas brought to

Jight an extraordinary nuaber of ceminent

'bush lawyers' from officers who were alther-
vise cconomisls, engineers, accountants, or
administrators. And it has produced an
amazing number of conforences and iutorstate
journeys for both State and Federal Ofiicials.

’

Ls might be anticipated, with Comuwonwealth/Stote financial relations
strained over poelicy differonces, many Federal govérnment Departments
vere having problems keeping two scparate and usually opposing camps
happy. DURD had a heavy dependence on State Departments for inform-
ation about cities and regions and for the implementation of DURD
policies. This meant that the Department was requiyed to devote
considerable attention te maintaining good relations with theix
opposite numbers in State governments. When it came time for framing
the national Budget, DURD had to compete with other Federal Depart-
ments for a share of the funds, but it could use State claims for
greater expenditure in the arez of urban development to bolster its
case against the parsimony of the Treasury and the requests of other
Departmcnts.7 DURD also had a strong interest in trying Lo prevent
_the States from being starved of funds in those areas which might
prevent DURD from achieving its policy goals. Paradoxically, the
States wanted the funds, but not on the Commonwealth's terms, and
DURD wanted the States to accept the funds so it could fulfil its

programs. . :

In addition to the conflict over financial matters much confrontation
between the Commonwealth and the States occurred because pre-
occupation with political and bureaucratic power diverted attention

6. Ibid.

7. Holmes and Shavman, Op. Cit., p. 122,
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DURD, Toderaliom, el Local Govevnment Fimme:

The relationship that developed between, the Federal government, DURD,
and Jocal govermment was forccast as eaxrly as 1971 by Gough Whitlam
in a speech to a sewminar on the futurce of federalism:

The fuiure of Australian federalism depends

more upon municipalities than upon Lhe Common-—

wealth of the Stetes., Foderalism is threstened

not by the draft of power from State capitals

ta Canberra but by States imposing vpon munici-

palities functions which are beyond their means,

It is not the Cemmonwealth but the States which

must resist or fear a reassessment of functions

in our federation.... 10
The Barnett Report on local goverament administration in N.S.W. had
pointed out that local govermment's share of total expenditure had
been "shrinking", and by 1969-70 represented only 7.4 per cént of
total government cxpendilure. This compared unfavourably with other
Western countries such as Canada with 21.6 per cent, United States

with 25.4 per cent and CGreat Britain with 34.6 per cent.

Labor policy grew from the belief (hat true federalism, and better
urban gnd regional planning, lay in the status and financial viabil-
ity of local government. With this philosophy in mind, the Fedecral
government acted upon a number of policies during 1973 and 1974

which affected local government finances:

1. The role of the Grants Commission was
broadened to enable it to inquire into
and report on applications by local
government authoritics for financial
assistance from the Federal government.

2. Many of the programs initiated by the

Federal government provided finance for
local govermment activities, often in the

10. E.G. Whitlam, R.A. Gardner Oration, p. 1049.



form of Scction 96 grants to the Statee,
(soverane, Ruatioual lstate),

3. The Fedceral government put forward a

proposal to provide for local govermuent

representation on the Australian Loan

Council, aund to provide local government

with access to borrowed fonds at the

Commonwealth bond rate of interest instead

of the higher semi-government rate. 11
liowever, the prepos=al for local governuent representation on the Loan
Council requircd comstitutional amendment; this was pul at a referen-
dum in conjunction with the May 1974 clections. Despite achieving
a mazjority vote, the propoesal was lost as it failed to gain majorities
in four of the six States. Notwithstanding this, some rearrangements
had already been effected, The new Crants Commission Act of 1973
provided direct finance for local government,although money was
supposed to be wmade available through regional organisations of
local government councils and in consultation with State governments.
The Act also gave the Grants Commission the power to inquire into
and report on the organisations applications for grants after giving
the Australian Treasurer, the Minister for Urban and Regional

Development, and State Ministers, the opportunity to make submissions.

The Federal government viewed the grant of financial assistance
only as a supplementary revenue grant, a "topping up at the margin'
of local government revenues, which were traditionally derived from
their own rates, charges, loans and grants by State governments.

It was not in the Federal govetnmént's mind to replace these local
government revenue sources by Commonwealth grants. The Federal
government, however, saw these new arrangements as exercising a

powerful influence towards the restructuring and development of the

11. P.B. Wade, Op. Cit., p. 11.



yelationzlip: between the three tiers of government within

o
Australia.,

Assistance for loczal goveriment, payable under the new Act, was to
take the Form of Section 96 grants to State povermmeents to be

provided on condition that they were paid to the local government
organisations for which they were intended, In 1973, after consult-
ation with the States, the Minister for Urban and Regioéal‘nevelopment

approv-d 68 regions comprising 76 lecal authorities,

Using cimilar criteria and metheods to those it had developed in

assessing the finanecicl neecds for claimant States, the Commission,
in Avgust 1974, rvecommended grants amounting to $56.34 million for
806 local authorities for the financial year 1974-75. 1In 1976-76,
this wee increased to $79.91 million for the 844 organisations and

avthorities whiclh claimed for that year.

DURD adopted an advisory role in the Grants commission assessment of
needs in the regional organisations, although it was responsible for
the creation of the organmisations themselves on which the system was
based. The role of DURD in the Comuission's activities can be

summarised in three main points:

1. The technical services in urban and regional
development required by the Commission in its
assessments would be drawn from DURD.

2. The Commission was not to intrude into the
specific purpose payments area but confine
itself solely to general revenue assistance.

3. The Commission would deal with financial
principles aund procedures - advice about
regional organisation needs, urban and
regional matters, policies and priorities
would be given by DURD.

12. Extracted frowm private papers in possession of the author, March,
1973.
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SPhe @ covdihetion of Commonviealth funds to local authorities iz dndi-
cated in Table 4:0 with the DURD programs separated to show the
amounts of thece funds that flowed dircetly to local government.

Table &4:6  Ceormonwealth Paymenis to or for Leecal Authorities
1973-74/1977-78 (8 million)

1973-4 1974-5 1975-6 1276-7 1977-8

Ceneral Turpose
Assistance for
Local Government -

34 VA 140,00 165,33

(8
N

Direct Payments to

Local CGovernment 5.96 53.86 109.96 15.17 14,40
Other TFayments 2

through States 84.35 94.19 113.63 109.87 137.15
Growth Centres .30 2.54 3.67 2.62 -

N % 3 6.49 13.78 15,00 .50 -
Sewerage 2.00 25.85 25.15 §.80 -
Rational Est. - .93 .98 46 41
TOTAL (a) ¥OOLZB 24842 @ 350.33 - 279.32 319063

(a) dwncluding AAp payments and payments to the Noxrthern Territory.

Source: Payments to or for the State ete.,, 1977-78, 1979-8C.
Budget Paper No. 7.

The lzrge increase in the general purpose payment to local government
_in 1976-77 was a reflection of the post-1975 Federal Liberal-Country
Party government's policy of increasing the amounts of untied grants
to local government. But, as the table shows, the total amount of
grants actually fell in that year. Indeed, total payments to local
government in real terms rose dramatically in 1974-75 before slowing
markedly in 1975-76 and virtuvally collapsing in 1976-77. This rise
and fall is indicated in Table 4:8 in which the amounts have been
indexed and deflated to 1973 values in order to gauge the real value

of the funds they were recciving.
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Table 4:7 Index of deflaled velues: Tetal Cownomvealth Payments
J . ’ ” . -
for Local Awthoriides - 1973-74 / 1876-77

(197374 = 100)

1973-74 100
197475 204
1975-76 25])
1976-77 172

Source: Table 4:7, C.P.1. deflator

However, in 1974 the vwew pattern of paymentse provoked a varied
response according to the level of govermment and the amounts paid to
the recipients. State governments by and large were wary at lest,
antagonistic at worst. They welcomed the ascsistance, but their fuand-
amental argument, that given adequatc resources they would look after
. 2 13
theix own creastions, stood firm. Local governments' reactions
covered the whole spectrum, as one commentator noted:
.from unadulterated joy and adulation (parti-
cularly wherc massive government grants were
received) to fear of central control, political
favouritism, and hostility (particularly where
the recommended government grant was nil). 14
The whole distribution of Commonwealth grants ran into some serious
difficulities. The Grants Commission had little if any data on local
- government finance and other statistics to enable it to draw up the
’ . 15 o 3 :
categories for the provision of grants. The statistical information
emanating from the Councils was often based on differing scales or
sets of criteria and therefore not comparable. When it came to actual
distribution of funds the Commission decided in favour of recommending
13. N.T.C. Miles, The Eternal Triaugle, Local Goverrmment Administratiom,
17/14, 1975, p. 17,
14. Ibid. '
15. The problem cf the lack of information was partially solved in
July 1974 when DURD published a survey of public finance,

particularly in regard to local government finance, in an effort
to broaden the information base.
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granis Loy dpdividus] couvncils rather then for repional groupings -
therxeby rejecting advice from the Treaszury, DURD, and from the South
Australian and Tosmanian governments. The Commission actually notad
in dits first veport that the regional groupings were not leirally con-
stituted so as to reccive such money. The Commission also establiched
a principle that grants should not be tied to the effort made by
councils to raise their own money. The local government associations
vere Lo be entitled to keep their tazing fircedom and receive grants to

supplemant thair revenue on a “topping-up" basis.
PP 5

The final distribution eof grants came under strong eriticism in some
quarters. 1t was alleged, for example, that councils in similar

areas and with similar revenue raising capacities, had received widely
differing amounts. Some councils were beginming to wonder whether
those councils working towards regiounal co-operation were being

% 16
rewarded with higher grants than those that were not.

The increase of 40 per cenl in general purpose payments to local
goverrment in 1975-76 was an indication of a strong commitment by th;
Federal government to the concept of direct involvement in local

" government. This was especially so considering the much tighter
budgetary situvation of 1975-76. It was, however, making it quite
clear that there was a limit to the amount of financial assistance the
government would give on an untied basis. The Federal government,

and DURD particularly, saw its programs as gased on a priority of
need, so any further assistance had to be directed by the government
16. Bulletin, 7 September 1974, p. 23, In Sydmey, Marrickville

council received $320,000, Canterbury $620,000, Hurstville $8,000,
and Concord, nothing.
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throush progiams which would qualify loecal asuthorities for epecific
purpose assistance. There were ways of making this assistance less
demanding through broader forms of scctor financing, but even

"allowing for these developments", said the Minister for Urban and

Regional Development:

...there is no way in wvhich the Australian
government will simply band over a lump suw
for local govermment to spend as it wishes.
We are prepared to go a certain way., We
will seek dizlogue and co-operation at all
times. But it would be a denial of the
principles c¢f accountability and priority
based on nced that guide all of our programs.

.

Local governuent generally saw its task as resisting any attempt by
either State or TFederal governments to straight-jacket councils with
"eonditions, requirements, supervision, and inspection". As N.T.G.
Miles, an influential local govermment spokesman claimed, local
government's intend:

...to take the fight to our partners Ly

asserting oui independence, and competence, and

the natural advantage we have which stems {rom

the enthusiasm, dedication and local know-how

which is part and parcel of local govermment. 18
Local government clearly wanted to have it all its own way. After
years of posing as the withering arm of govermuaent in Australia, and
complaining bitterly te no avail, their new found strength had some-
what "gone to their heads". They wanted both the finance, and the
autonomy that no other level of goGernment had, not that the Common-
or the States were about to make any concessions. For its part, DURD
now found itself in the unfamiliar role of wrangling with the very
organisations it had championed.
17. T. Uren, Speech to Conference of Regional Chairmen and Secretaries,

Melbourne, 31/7/75, A.G.W.D. 28/7/75 - 3/8/75. p. 627,
18. N.T.G. Miles, Op. Cit. p. 17£f.
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DURD in Pactiine o, .. 1978

Table 4:4 reflects a marked slowing in the growth of specific purpose
and genexal purposc paymerts to the States in 1975-76. This arozse from
the decision in the 1975-7¢ Budget to impose some restraint in order

te halt the shift cf resources from the private to the public sector
that had been taking place on such a significanc scale during tue
preceding tvwo years, In the words of the Treasurcr, Bill Hayden, the
key-note of the Budget was "consolidation and restraint rather than

19

further cxpansion of the public sector".

This rectraint was a dixect reaction to the spiralling inflationary
situation of the previouvs twelve monthe which culminated in a growth
in the consumer price index for the year ending 30 June, 1975 of 17
per cent. Specific purpose payments fell by a greater amount relative
to the geveral purposse paymenis as general purpose funds are worked
aut according to a formula, which includes such items as wage costs,
whereas the specific purpose paymentis are purely discretionary grants,
Moreover, capital cxpenditures came in for mere drastic cuts at this

time (refer to Table 4:6).

Congcious of the need to grapple with the inflatiomary situatiom, the

Prime Minister indicated at the Prewmicrs' Conference of June 1974 that

over the subsequent twelve months the beginning of what was to be a

fairly conventional austerity asscault apainst inflation would emerge.

The measurcs proposed wvere similar teo those taken in the early 1950's

i ; Sk ; , ; 20

by the then Prime Minister, Robext Menzies.

19. Russell Mathews, 1975 Report and Revicw of Fiscal Federalism in
Australia, A.N.U,, 1975. p. 61,

20. Bulletin, 15 June 1974, p. 9. Generally involving anti-
inflationary fiscal mecasures,
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The proportion of specific porpoue paymenis for urban and regiosal
development declined only slightly from 7.9 per cent in 1974-75 to
7.05 per cent in 1975-76 indicating that at least the programs werc
maintaining come priority in the specific purpese arca. lNowever, in
terms of total payments to the States, as Table 4:2 showed, the
payment for DURD operations fell from 4.1 per cent in 1974-75 to 3.2
per cent in 1975-76, a fall of nearly a quarter, indicating a
substantially reduced commnitment {o the DURD activitics within the
context of the tighter Dudgetary situation. A large part of the
decline came from reduced capital grants with a greater amount 6f
funds going in the form of recurrent érants and advances. Assistance
particularly for growth centres continued to be provided wainly in

the form of advances.

From an overall viewpoint, Table 4:8 reveals the éhangps that took
place in the nature of specific purpouse payments between 1972-73 and
1977-78.

Table 4:8 Components of Commonwealth Speeific Purpose Payments
! 1872-73/1977--78

(as a per cent of total specific purpose payments)

1972-73 1973-74 1974-75 1975-76 1976-77 197i~78

Recurrent grants 41.9 39.6 41.0 54.9 59..:8 65.6
Capital grants 47.5 40. 4 36.0 26:.7 26.6 23.6
Net advances 10.6 19.6 2152 1557 1352 10.4

100.0 100.0 100.0 100.0 100.0 100.0

Source: Payments to or for the States ectec., 1975-76, 1979-80
Budget Paper No. 7.

By the end of 1975 the Federal Labor government was still debating its
regionalist philosophy. No longer, however, was the question one of

wvhether to have regions or not, but rather the form that regionaligm
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could and chould take, PURD recopnised the problems of imple-
menting a regionalist philosophy when there was a tendency for
decision making to gravitate to the level of government that had the
5 . 2 2 . 1 -~ . 2
greatest authbority. In Australia's casc, the Federal government
had grown to enjoy the greatest command over financial and human
resources and hence would be required to re-evaluate and reduce its
own functions and powcrs before there was any chance of regional

orpanisations being able to play the role intended for them,

Problems were also apparent in the cost area. New evidence was 5
suggesting that many programs had not beenvdesigned or deliveréd in
the most efficient manner. Moreover, the services were not reaching
those that had the greatest need, at least to the extent that others
with lesser needs had benefited. These were the aspects of efficiency
and cquity which the regionalism proposals originally set out to
solve. As of later 1975 there was also little indication that
governments at the State level were willing to share their legislative

or executive responsibilities with local or regional government.z3

Many of tﬁu problems seemed to stem from a lack of clarity with regard
to what regionalism really meant and how it was to be applied. There
were four recognised t&pes of regional approaches, termed for conven-
ience: 1. functional, 2. adminstrative, 3. co-ordinative, and 4,
co-operative., Each approach differed in its application and what it
set out to achieve. DURD was confused as to which approach should be
applied to any particular problem. It noted late in 1975 that "there
21. DURD, Issues in Regionalism - The Australian Government Experi-
ence, November, 1975, p. 12,

22. Ibid, p. 13.
23. Ibid. p. 14,
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is as yet still come distance fo go in lally comprebending the

implications of regionaliem and in applying the appropriate forms of

: : 24
regionalism to resolve the issues at stake".

Some action was being taken at the State govermment level. Legis—
lation was proposed in Tasmania which incorporated many of the
principles of co-operative regionalism. With DURD assistance, the
New South Wales government was also undertaking a fcvicw of planning
arrangements in the State, with greater cmphasis upon regional
considerations.25 Notwithstanding the Labor government's regiona1°
policy, the work of DURD was subject to a constant barrage of politi-
cal criticism. Many of the Department's opponents believed that w%th

the economy in recession Australia could not afford the luxury of a

high powered, high-spending Department whose philoscophical priorities
had not been resolved. It was not unexpected therefore that the non-
Labor parties at State and Federal level pledged a complete revicw of

the Department's operations.

However, in a scmewhat unexpected compliment, the Australian Property
Investor of 24 October 1975 recorded that "on a number of counts DURD
stands as one of the real successes of the Labor government".26 Alépe
amonget the TFederal Dcpartments} DURD was created from nothing.

Other Departments were asscmbled from fragments of existing agencies
or created by a division of previously existing Departments of the
Liberal government. In its relative newness, however, lay the basis

of DURD's various strengths and weaknesses.

24, Ibid. p. 26.
25. Thid.
2b. Australian Property Investor, 4 October, 1975, p. 16.
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During the heady days ef 1973 there was a scramble fox persomncl
amongst the growing Federal departuments vhich were then being re-
structured or acquiring new weight frow their roles in major arcas
of Labor policy emphasis. DURD, however, was initially more restrained
with the result that a number of its scnior officials werc'rccruited

from overseas or from among the "heavyweipghts" in other Commonwealth

agencies.,

Between 1973 and 1975, DURD worked conscientiously towards cultivating
relations with organisations such as the Urban Development Institute
of Australia and senior staff members ;f a number of private firms in
the building and development scctors. For DURD this was essential as
the only way of monitoring the pulse of the private sector. Yet for
all its efforts, many of these rclations were difficult; as the
Property Investor again noted, "because very few people on the DURD
staff have ever worked outside academic or bureaucratic circles, and
the better of them in many cases have an abrasive and arrogdnt

style."27

. There wvas some indication that relations between the private scctor

and DURD were improving by late 1975. 1In part this came from the
straits in which the property developers found themselves after 1974
when the "building boom" slowed dramatically, and in part from a
recognition that there was an area of common interest between DURD

and the building and development enterprises sector. This arca of
commonality resulted from DURD's pre-occupation with resource
allocation which was then in opposition to traditional Treasury policy.

DURD and the Commonwealth government was now seen as being in a

27 Thnd. ;p., X



poesition to take a more favourable view of joint venture proposals

. : 28
cmanating from the private sector,

The role that DURD played was one of cstablishing "inter-relationships"
Local government had little contact with State burcaucracics but, ied

by the example of DURD, pecple from Statc govermments went out and

taiked Lo local government. ALl of this activity cxemplified "co-

operative federalism" and "co-operative rcgionalism", Jronically

it was instigeted by the wost senior level of government and
manifeosted through cne of the most ceercive powers in the Commonwealth

armoury, the specific purpose grant. '

The main constitutional lepacy of the Labor version of federalism was,

according to E.G. Wnitlam:

«..the precedent for wider use of the Australian
government's financial powers. It was comufon--
place before the Labor govermment came to Office
o for tied grants under Section 96 of the Constit-
ution to be made to the States. What' had never
before been attempted was the use of those grants
to achieve fer-reaching reforms in education,
-medical services, hospitals, sewerage, transport
and other urban and regional development programs. 29

In discussing the specific purpose payments with the States, the

Commonwealth suggested that appropriate regional policies and co-

operative planning would overcome State concerns about the conditions

attaching to specific purpose payments and-would decentralise decision
. o kR ; 30 5

making to the appropriate level, The Commonwealth was willing to

trade off some of its most cocrcive power provided "more satisfactory

28, Ibid. p. 18.

29. E.G. Whitlam, The Labor Govermment and the Constitution, cited in
G. Evans (Ud.) Labor and the Constitution, 1372-75, The Whitlam
Years in Australicn Govermment. Melbourne, 1977. p. 308.

30. Russcll Mathews, 1976 Report and Keview of Fiseal Federaliem in
Australia, Op. Cit. p. 69.
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co—-operative planhing arrangemeuts aic developed! .’

The impact of these propocals, which if adopted would have represented
a significaat advance towards co-ordinative federalism, wes negated
by the general atmesphere oi distrust which characterised inter-
governmental relations at the time. Nevertheless the Prime Minister
and State Premicis agrecd at the 1275 Premicrs Conference that their
officials chonld develop more specific proposals for decentralicing
the decision making process and report back at another time. In
August 1975 Gough Whitlam concluded a paper on Labor's federalism
with the following words:

I believe the record of the pzst two and a

half years justifies the¢ assertion that the

Australian government has tried to inject new

life into tl: Australian federal system. Tt

hos not been done through any mindless,

centralist doctrine, but by a genuine effort

to make Australian federalism more efficient,

more equitable and, above all, more responsive

to the people of Australia wherever they live, 32
Although there were indications by late 1975 that the centralising
tendencies had lost their impetus, Labor's time in office was to run

out before any manifestations of this new direcction could be

detected. s

31. Ibid. p. 70.
2. G. Evans, Op. Cit. p. 310.
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Oppoctition Dovelopments in FPedevalicn_and Urban and Regional

At the cnd of 1%72 the Federal liberal-National Country Party coal-
ition found  itseclf in a situation of having had very little
experience in opposition and of having to adjust its parliamentary
tactics accordingly, if only to gear itself to recapture the Treasury
benches. Bereft of the assistance of the burcaucracy the coalition
endeazvourcd to improve its organisation and research, but in doing so
relied very much upon the States.1 It appeared at first that the
non-parliamentary orgenisations might endeavour to assert control,
but it was the Premiers and the State wmachines that eventually won
the day. This reliance not unexpectedly forced the policy into an
extremely federaliet pasiticn, and no tied grants. The organisation
remained essentially fedexal, but the States continued to dictate the

policy.

By June 1974 the Liberal and Kational Country Parties had developed

a pelicy and program in the urban and regional development sphere that
_was defined in conjunction with its rew federalism philosophy: "The
main requirements of the States and local govermments are the preser—
vation of their avtonomy and their fair share of the general revenue
coliccted by the Canberra based Federal government".2 The core of

the policy was that there was no practical jﬁstification for allowing
the growth of another bureaucfacy, based in Canberra, to undertake
urban planning and administration when the States and local govern-

ment alrcady had at their disposal an experienced public service

1. Scott & Richardson, Op. Cit. p. 196.
2. Ibid.
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wvhich Liad grows at the grass roots level of the local urban nceds

‘in the major cities.
The role of governmments was to:

...adopt a leading role in the necessary fact finding
strategic plaming and the essential co-ordination
of urban planaing...it is important that the proper
level of government assumes these responsibilities
...the prime responsibility should rest with the
States and local governments. 4
As far as urban and regional development was concerned the Liberal-
National Country Party in government perceived its role in the

federal sphere as:

s providing leadership in focusing public atteantion
on major urban and regicnal development dssues;

- providing finance to support action by State govern-
nents;

-~ framing policy priorities in areas of direct Common-
wealth responsibility and programs consistent with
urban planning and development priorities of State
and local governments;

-~ supplementing the skills available to the States

: 5
and to local govermments at their request.

Additionally, the States were promised the Commonwealth's role would

ensure develbpment within the State's long-term strategies for the

overall distribution of population, urban renewal, the location of

new cities, and the promotion of growth centres throughout Australia.

3. R.J. Hunt, A Co-operative Approach to Urban Development, The
Developer, August 1974, p. 140.

4, Ibid.
5. Ibid.
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I the policy wnd philocophy was different the rhetoric was curiously
the same. "Effective govermment, in a federal system", exclaimed the

Liberazl policy,

3

»oothen dumands that we must goestructure our forms
and dustitutions of government and our attitudes of
mind to achicve co-opevation, net conflict, partner-
ship and not domination. The national government

r chould lead, stimulate and dinspire. 1t should not
meddle where local knowledge can do betier., Each
level of government shonld bave and understand its
appointed role, at the same time there must be
underscanding of where functions overlap and demand
co~operation aud geodwill. TFinally, a way must be
found for iadividuals and community groups to be
heard and to participate meaningfully in the demo-
cratic proccss. 6

This time,hovever, the interpretation of the rhetoric was to be
somewhat differecnt. With a promise of the sharing of personal income
tax and some State control cver the level of those taxes, and a
guarantec that Section 95 grants would be employzd more sparingly,
"where necessary to initiate programs in agreed areas of national
need, to encourage innovation, and to meet special situvations', the
Liberal-National Country Party coalition was appealing to the States
arca of principal coacewiv, their autonomy.7 Such a poliecy develcop-
-ment was havdly surprising considering the degree of State involve-

.

ment in its formulation.

Decemlior 1875 - New Federalism end URD Paoliey

Shortly before it was elected to office in December 1975, the Liberal-
National Country Party coalition announced, as a major plank in its
electoral platform, the new federalism policy.

6. cited in D.U.R.D., Liberal & National Country Parties: Federalism

Fcliey, 1975, p. 1.
1. Ilkd, p. 2.




There were important philosophical differences between the Federaldeam
policy of the new govermment and that of the Whitlam governuent,
although the worde in the policy statcment seemed to place the same
emphasis as the latter had done on the nced for policy co-ordination.
Arguing that powers and functions wust be distributed among the three
levels of government to provide a barriér apainst what they called
“eentralist authoritarian control', the Liberal and Rational Country
Parties borh viewed federalism as a "philoesophical rather than a
structural concept” to prevent undue concentration of powers, and

thus help to guarantee politicul and individual frecdom.8

The Liberal party had a long pre-occupation with the real or imagined
evils of centraliem. In its 1970 Federal Council Report the party
veaffirmed ite belief in federalism, stating that there was a
“unanimous desire to retain the federal system of Covermment with a
clear legal division of powers between the Commonwealth sad the
States".9 Equivocating slightly, the report recorded "a comnon
concern that the continued existence of the Federal system is
endangered, by the fipnancial domination of the Commonwealth" and,
"unaninous recognition of the need for the Commonwealth to have

primary responsibility for and to retain power to maintain, a
et

ot ERR  l AN T
The report had ¢l

healthy cconom) ay implications; the extra-
3 J : J
parliamentary organisation would not countenance any compromisc to

the basic principal of federalism,

A constaunt accusation in Liberal propaganda from 1973 to 1975 was
that the Federal Labor government was "centralist" and "socialist".
Labor was trying to "impose solutions upon the States and local

8. 1975 Report and Review of Fiscal Federalism, Op. Cit. p. 70.

9. P.G. Tiver, The Liberal Party - Principiles and Performance,

Brisbane, 1978, p. 142,
10. Ibid.
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goverumeni ™, and "to contxol State's pelicies through tied Section
96 grants and cven to abolish the States ultogcther".ll Tied grants
vere anathems to the States and the Liberal conception of federaliem
Lecause they represcnted "heavy-handed interference and deplication
of functionq".lz These excesses far covershadowed the Gorton admin-
istrations centralist tendency which had been curtailed in 1971,
The policy on federalism developed by the Liberal party in opposition
restated the principles of federalism more strongly than ever before.
More importantly, the new policy gave detailed prescriptions of the
nechanisms by which co-operative federalism could be made to work.
The new policy was clearly a reaction against the so-called centralism
of the CGorton years and especially the three years of Labor govermuent.
It was, too, the distillation of innumerable proposzls for reform made
over the years by Premiers and Ministers,
The Federal platform of 1974 treated the issues of federalism in an
éﬁtirely updated manner as far as the party was concerned. The con-
cept of revenue sharing with the States first mooted at the 1970
Tederal Council gained some concrete form, Other issucs had become
. topical because of the activities of the Labor government, chief
among these being the issues of "tied grants and assistance to local
government. The fact that most specific programs in existence in
1974 were begun by Liberal-Rational Country Party government scemed
to escape the policy writers in the party duéing their opposition.
The party, however, was pragmatic enough to recognise the use of
Section 96 grants to, "meet special situations".l3 How this differed
from the Labor rhetoric of the same time is a little difficult to
ascertain,
11, Liberal Party, 1974 Federal Platjform, p. 143,

12, Ibid. p. 145.
13. Ibid.



The Liberal piatfomm. of 1974 vas also concerned to maintain the rol
of Jocal governwent. Local government, they thought, was being
threcatened by lobor's plans to forcibly amalgamate councils into
regional grounings as Labor could then by-pass the States and impose
Commonwealth policies. Libcerals stated they supported urban and
regional development but they did not believe that there cculd be
"uniferm or nationally impoced solutions to urban and regional

Z 3 14
problems such as Labor was trying to impose through DURDY. The

-
States, for the Liberal-National Country Party opposition, were the
proper level of government to co-oxdinate local and regional develop-
ment, and local government was the pioper level at which to respond

to the individual citizen's needs for community welfare facilities,

recreation centres, and local cultural facilities.

The Liberal Party's "new Federalisiw' was well reccived. The press
applauded its statement of principles and the opposition's deter-
minoation to restore the genuinely co-operative federalism which had
been preached by all Liberal Prime Ministers but rarely practised.
By the 1975 election campaign the new Liberal policy was honed and
sharpened and designed to appeal right to the heart of every true
.Fedcralist, and, some would argue, paradoxically, to the States.
The best of the ecliches were retained from the 1974 platform;
guarentees of 'political and individual freedom," vital new reform
for local government", "artificial regions will NOT be forced on
local authorities from Canberra", to cite just a few. The 1975
election platform also contained the guarantee that the Section 96
programs would be "continued in full without prejudice" until the
States agreed to them being transferred to general purpose grants.l5
Y4, Ibid.

15. Liberal Party, The New CGoverwment Policies, Canberra, 1975,
p. 30.



Y55

The Commonvaal ilite commitment to' viban and regivnnl developmeii for

a less significant, but a reassuring, part in the 1275 policy specch
vhen the acting Prime Minister, Malcolwm Fraser said:

We will continue uvbon programs. We are the people

who can work with State and local povernment to

ovexcome the problems causced by the rapid growth in

the cities and in the new expanding suburbs. 16
Consistent tluouchout the development of the Liberal--National Country
Party urban policy was opposition to the lLabor gevernment philasophy
of land pricc contrel and ownership. JTan Wilson, the Secretary of
the Federal Liberal Party Committee on-the Environment, expressed
the Party's attitude in 1974 when he said:

We in the Liberal Party want Australia's label as a

nation of homcowmers to be a continuing reality and

not merely a description of a past age. The preat

majority of Ausiraliaps wanl to béecowe owners of their

own homes. 17
Ovning one's own heme was part and parcel, for the Liberal Party, of
owning the land on which it was construvcted. For the Liberal party,
also, alteration to the system of land tenure was not going to ease
housing shortages; only the abundant supply of land could do that.
The question of lcasehold was a question the party would rather not
have to deal with, "In any cvent", sald Ralph Yunt, the Opposition
spokesman on Envirvonment and Coneervation in 1974, "we recognize
that Land Tenure policy in the States is a furdamental sovereign

w 18 o3

right of the States". The Land Commissions too were seen by the
‘Liberal party as "another bureaucracy superimposcd on State bodies
16. Policy Spcech, cited in Ibid. p. iii,
17, Ian Wilson, The Opposition Viewpoint, The Developer, May 1974,

p. 38.
18, Ralph Nunt, Op. Cit. p. 14},
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vhieh vil! s ovide no real golution to vrlun problons®. This
attitude had already been expressed by the Hew South Wales Government
vhich saw the creation as an vnnecessary and costly duplication of

procedures elready existing.

The chances that bhad been wrought on Tederal Liberal policy on the
urban and regional development front were quite remarkable considering
the short interval of time. TIn 1972 the Liberal—NaLgonal Country
Party government had virtually no URD policy of which to speak. Ry
1974 it was talking about government sponsored urban programs, vrban
enviroumonts and renewal, long-term urban planning, the Nationasl
Letate, land and bousing costs - all areas which it had ncver before
treated. With an clection in the offering again in late 1975 the
yhetoric was well established and for all intents awd purposes, ag

Tar ag wrhan and regional development was concernéd, there would be

no leoss in the election of a Liberal government.

The FNew Federalism and a new Fedeval-State Financial Relationship

The Labor Party was shattered by the election results of 13 Decembern
'1975. The resounding Liberal-National Country Party victory presaged
2 lull in Federal-State finauciai relations which contrasted with

the haggling and bleating of the State Premiers when Labor was in
Office. But how long it would last depended on what new policy,or
formula, the Fraser government could offer. At the Premiers Confer-
ence cf 4-5 Tebruary 1976 the new Prime Minister, Malcolm Fraser,
outlincd the principal features of the government's federalism
policy. These related to income tax sharing, specific purpose

grants, local government financial assistance and machinery for

19, Ibid.
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"nter-governmentel co-operation”,

The policy statement indicated that, under revenue sharing arrunge-—
monts, the Stotes could be given a specificd share of personal income
tax collections, but the Commonwezlth would continue to be the sole
collecting agency and there would be a uniform basic rate structure
and a standard tax form. The theory behind this was that the States
would be in a better financial position, with access to a growth tax,
namely personal income tax. DIxisting relativities would bce preserved
and the four less populous States would retain their right to apply

to the Grants Commission for additional egualisation payments.

The other main feature of the new policy was the attitude to specific
purpose grants. The original policy statement of the coalition
parties provided that, by agreement with the States, some specific
purpose grants would be abeerbed into the general purpose funds pro-
vided under the tax sharing arrangements. This would allow much
greater freedom in decisioa-making as there would be an increase in

untied grants at the expense of tied grants.

“

The full implications of the proposals outlined at the February 1976
conference were generally uncleaf¥. Some early doubts were emerging
with regard to the actual growth of personal income tax ang the

future of specific purpose payments, but received little attention.
The new government had already indicated that-some form of tax
indexation would be introduced. Tax indexation would result iﬁ the
rate of increase in general purpose revenue being less than the
increase in the economy as a whole and less than that which would have
been provided under the previous government's formula. Because

general purpose revenue would now grow more slowly States could be

required to scek additional sources of income. As far as specific



- the FYederal goverowmeal wisbod to transfer the oblig-
ation of providing all of the basic services to State
govermmoents to avoid blame if those services were not

22

provided satisfactorily.

To some extent these criticisms of the policy were valid, The
"untying" of Commonwvealth tied grants would certainly allow State
governments to redirect finance away from those areas of need that
the grants originally sct out to ameliorate. On the income tax side,
with the provision for the States to raise their own income taxes,
problems could arise with cconomic manigement. If, for example, the
Commonwealth cut ite income tax by five per cent, in order to encour-
age consumption, only to have State governments raise their income
tax ten per ceut to pay for the railways (because of Commonwealth

parsimony), the situation could become farcical.,

There were in fact a number of deficiencies in the policy that
apparently had not been considercd. There were constitutional
difficultiesz over differential tax rebates to States; administrative
difficulties which cculd arise {xom people deriving income from
‘different States and who may move from one State to another, the
poscsibility of tax havens arising in States which did not impose
income taxes, and, in the private sector, many firms would experience
difficulty making-PAYE tax deductions using a centralised system.23
All in all the scheme, though articulate, had not been sufficiently
well-refined by the time of its announcement. This can probably be
attributed to the speced with which the Liberal-National Country Party
prematurcly came to power at the end of 1975.

22, ALP, Pederalism Kit, 1975, p. 2.

23, Ibid., Tirms would be required to decentralise thelr own systems
because of different tax rates between States,
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Tt de arguable that the system vas conceived ikl introd G primorily
on ideological grounds, The motivation for the new philcesophy was the
States objections to the Commonwealth's use of specific perposc pay-
ments over the preceding few years, and general dissaticl.ction with
the Commonwealth-State financial relationship over several decades.
Another factor in the introduction of the new federaliem vas the
concern over the size of the Budget deficit. Sections (¢ the Liberad
party have always viewed deficite in terms of almost pathological
feor. This fecar is of course largely ideological, typi: :~d by
Fraser's rhetoric about "large government", the "unprodud tive' nature
of Public Service labour, the "hand-out" mentality, and #0 ©0i, but
has economic overtones in the sense that the financing of the deficit
has implications for money supply, an important varisble in
monetary policy. The question thercfore had become how (¢ reduce the
Federal deficit, or if that was not possible to any large extent, how

24

to make it appear smaller. This aspect points to the relaticnship

between the growing deficit and the new federalism propos:tls.

The transfer of the specific purpose payments revenue to the States

would also have a reducing effect on the deficit as it would first

of all lower the size of the Tederal public sector by the removal

of those "functions™

to the States. Secondly, it incrensed the
potential for real reductions in public expenditure through squeezing
the States by means of the proportion of income tax they would
receive. The end effect of this is transferring to the States the
responsibility for curtailing scrvices without the ability to "pass
the buck" back to Canberra as easily as could be done before.

24, This question is covered in some detail in Peter Grocnwegen,

Fraser and the New Federalism, Arena, 42, 1976, p. 4.
25, Ibid.
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Srute antuieMant dor adith the vew ayeien Lusted amtil June, 1976, when
the 1976-77 badpet was being framed. The Premiers were evidently
convinced priciy to that that they had achieved the impossible, a
gencrons deal frem the Commonwealth. The first complaints came from
the smaller States., The Quecnsland Treasurer Sir Gordon Chalk, and
the South Australian Liberal Opposition J.ecader, Dr. David Tonkin,
both expressed fears that the ucw schewme would undermive the existing
proporticnate breck-up of Federal fuwds by which the taxpayers of the
more popalous States cffectively subsidised the smaller Statcs.26 In
addition, all States regardlecs of political allegiances were ex-—
pressing soma doubts about the new system. These doubts ranged from
the Libe)al Premier of Victoria, Rupert Hamer, demanding that the
Commonvieal th shovld not make drastic reductions in spending on
housing ., sewerage, roods, and urban transport, to the Labor Premiex
of Hew Snuth Wales, Neville Wran, flatly refusing to cndorse the idea
of a State surcharge of income tax,27 and the National Party Tremier
of Queensland, Joh Bjelke-Petersen, insisting that the States get a

share of all Federal revenue, not just income tax.

By the time the June 1976 Prcmiers Conference was over most of the

State Premiers were registering strong protests. They were concerned

vith the possible fate in the Budget of grants made to the States for

cpecific purposes. The Prime Minister had written to the State
Fremieis on 20 May telling each of them the proposed amounts to be
allocated to only some of the State functions in 1976-77. The

Treasurer, Philip Lynch, had alse on 20 May given the Parliament

.

Age, Melbourne, 9 June 1976.
The income tax surcharge,'double taxation", featured largely
in the successful New South Wales Labor campaign in Feb/March,
1976. This occurred when Fraser's proposal had still not
yeached final stage.

28, Agc, Melbourne, 9 June 1976.
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an cconomic statement showing that the povernment had reduced the
Departmental forward estimates for 1976-77 by $2,600 willion. But
he detailed only about $1,300 million of these savings. llence the
States fecared that the remaining $1,300 miilion would be cut {rom
their specific purpose grants in the Budget - a massive reduction

from a base of $4,000 million.29

Despite prolonged direct questiomning the Prime Minister would not
answer any enquivies regavding the fate of specific purpose funds,
replying only that all specific purpose funded programs werce "under
review". The "absorption" of some specific purpose payments into
general revenue funds, promised by th; Liberal and Hational Country
Party in the 1975 election campaign, was also not open to discussion.
The Premiers agreed to postpon2 discussion on absorption until the
second year of Mr. Fraser's new arvangements, 1977-78, apparently

not recalising that this would give the Federal Treasury a chance to

: 30
prune the grants before the question could be revived.

In an effort to defuse some of the clamour the Commonwecalth granted
the States an additional $30 million in early July 1976. The gesture
_itself was insignificant financially considering that the States were
about to receive close to $3,700 million in general revenue grants, but
highly significant politically. Tor the Prime Minister it was a

price worth paying to "step the flak" from both Liberal and Labor
States.3l This rclenting by the Commonwcalth was partly seen as
auguring greater relaxation at a later date. With State elections
due in Western Australia and Tasmania within 12 months and in
Quecnsland within 18 months, the States wanted the impact of the
29. Age, Melbourne, 2 July, 1976,

30. Ibid.
31, Sydney Morning Nerald, 16 July 1976.
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Commonweal th's sliateny softened as murh as possible,

Yollowing the Budget, however, it was clear that the States were

going to have to shoulder the cost-cutting burden at least equai]y
with the Commonwealth and there was little they could do about it,
except incrcase indirect taxcs.32 What the States had not realised
was the full implications of the tax indexation proposals: it actually
meant a fall in dincome to the States of avound $250'million. At the
Premiers Conference of 9 April 1976 the Prime Minister conceded,
virtually without argument, cvery major point the States advanced.

ke was avare of the inroads that indexation would make into State

: 3
finances and could afford to give some ground.3

Lt the State level the 1976-77 Budget provided only for an increase
cf around 9 per cent in total payments. Payments to the States and
local government, after repayment of loans had been deducted amounted
to $9077 million which was a net increase of only 7 per cent.34 This
was an unprecedented decline in Federal aid to the States. It was
clear that the new government was going to force a return to State
Lacome Lax.if the States wished to maintain previous levels of
-expenditure. Moreover, the level of increase in general revenue
funds was based on 33.6 per cent'of personal income tax in 1976-77

et a rate of growth in wages of 14 per cent. Wages did not grow

14 per cent in 1976-77; for them to have done so would have been in
total opposition to the Government's anti-inflationary policy. The
States' concern was therefore justified when the Budget was brought
down,

32.  Sydney Morming Herald, 5 October, 1976.

3 Ibid.
35, Tom Uren, Speech to the New South Wales Living Standards

Conference, 28 August 1976 C.K. 6/76, p. 527,



O the eother Gind s the Commonwcalth haged: fts stance on the elaim thot
cuts in its expenses were greater than these for the States. This
plainly was not true, hdwcvcr, as apprepriations for the Cowmon-
vealth's running expenses were up 22.8 per cent on the p;eviuun yoar
vhile appropriations for funds for capital works and grants to the
States were down by 24 per cent 2= (although this situation aliterecd
slightly when the Budget was brought down in August 1976). Cuts in
the Commonwealth Dudget were made almost exclusively from funde to

the States.

DURD and the New Federalism

One of the first victims of the new government's re-organisation was
DUKD. The threat it represented to the States made it a certainty
that some drastic changes would take place. The programs of the
Ministry were drastically reduced. Compared with the $408 million
provided by the last Labor Budget for the Departments of Urban and
Regional Development and the Enviromment, the first Fraser BDudget
vrovided only $251 million, a 37 per cent cutback. The Land
Commission's allocation was cut from $60 million to $24 millionj
sewerage from $113 million to $50 million, and growth centres from

$64 million to $19 million.

There was to be even less joy in the 1977-78 Budget. From the $251
nillion there was a further drastic cutback to $153 million, an

additional 39 per cent decrease. The Budget paper was forthright:

The levelling off in this cexpenditure reflects
reductions in staff members and administrative
expenditures generally, consistent with the Common-
wealth's policy of reducing its involvement in the
area of urban and regional development. 36

36. Budget Paper No. 1, 1977-78, Canberra, 1977,
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The new Federalism policy document also referred to the reduction
of specific purpose payments and their partial absorption into general
revenue assistance, thereby increasing State independence in budgetary
decision-making and reducing duplication and waste in Federal apd
State agencies., As Table 5:1 reveals, specific purpose payments had
in fact been reduced, particularly in the area of urban and regional
development. Table 4:5 (p. 90) bhas shown earlier Lhat general purpose

funds did not increase and therye was an overall reduction in total

payments to the States in 1975-77.

1977-78, Budget Paper No. 7, Tables 2, 106, 120. 130,

TABLE 5:1  Comvomscalth Specific Purpose Peyments to States aend
local Goverwnents - 1973-74 to 1976-77 ki)
($ million) 1
1973-74 1974-75 1975-76 1976-77 1977-78
Pefence - - R 26.5 34.4 35.6 26.6
Fducation v 622.9 1,326.8 1,461.2 1,669.5 1,821.3
Health 51.8 107.8 1,082.8(b) 852.7 1,114.2
Socizl security and welfare 34,2 119.9 182.4 104.6 111.7
Housing 222.8 390.9 362.9 369.1 378.3
Urban and regional devt, n.e.di. 55.8-  234.8 263.3 125.1 55.9
Culture and recreation 1.8 12.8 12.0 9.l 6.8
Economic services:
Transport and communication 322.6 418.5 494.8 5117 537.1
Water supply and electricity 23.6 38.7 46.3 33.7 4.0
Industry assistance 70.6 83.0 109.6 81.9 £0.9
Labecur and employment 257 4.1 6.2 121 15.2
General adninistration 0.3 0.1 - - =
Generazl public services 8.1 9.0 1.9 13.1 11.6
Debt eharges assistance 90.6 103.6 47.3 46.8 48.9
Ceneral revenue ossistance for
local government \ - 56.7 80.0 140.0 165.3
Natural disaster relicf 21.9 46.9 24.9 25.9 8.7
Total 1,536.9 2,982.1 4,216.000)4,031.5 4,386.5
Of which -
Payments to States (c)

-Recurrent grants 609.¢ 1,221.5. 2,316.2 2,409.4 2,880.8
Capital grants 620.3 1,073.9 1,126.0 1,073.5 1,036.3
Net advances 300.6 632.8 663.8 533.4 455.0

Direct payments to local
government 6.0 53.9 110.0 15.2 14.4
1,536.9 2,982.1 4,216.0 4,031.5 4,386.5
Notes:
(a) Figures are net of repayments of Commonwealth advances and
sinking fund contributions on State Loan Council borrowings.
(b) TIncludes repayment of $215.6 million, under interim arrangements
for financing hospital operating costs, attributable to 1976-77.
“(¢) Includes payments to States for local government (sce Table V-7).
Source:

Payments to or for the States and Local Govermwnent Authorities,
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.lt ig a dubious propositien whether this xeduction in the specific
purpose paymmnls can be interpreted as part of the federalism policy.
As Table 5:1 shows, specific purpose payments to most other areas
ramained approximately the same or declined only slightly. Paymonts
in the politically sensitive arcas - defence, education, health, and

. . 37 . :

housing -~ actually increased. This very selective reduction clearly
peinls towards a move to romove the last vestiges of the Labor

38

adminfetration's uwrban and repgicnal pelicy.

The extent of the cuts in the cxpenditure on programs was generally
unexpected by DURD itself although in 1975 the Department was
beginning to look zt the implications of the Oppesition's statcments,

As far as DURD was concerned there were three main iscues of concern

embodicd in the Liberal-Rational Couutyy Party policy:

- the new financial arrangcmchts;

~ the opportuniiy for continuation and extension
of co~operative planning arraugements with the
States;

- Commonwealth: povernment assistance to local govern-—

ment and regions.

DURD's perception of these aycas can be summarised briefly. The tax-
sharing propesal was seen as ill-conceived and, although it would
c¢evelop strong pelitical support in New South Wales and Victoria,
political pragmatism dictated that it was an unlikely event. DURD
could find some affinity with the policy of co-operative planning.
It was, after all, the approach it had becen trying to develop for
37. Although not nccessarily in real terms.

38. A. Patience & B. Head, (Eds.) From Whitlen to Fraser - Reform
and Reaetion in Australian Pelilics, Melbournc, 1979, p. 155.




erum time; as far as the “co-operativeness" was concerned, the

Cermaonwealth had promised "to retain the initiative to invoke an

, wipess i 39
a;zropriate specific purpose grant',

7L fate of local government and regions was in greater deubt., The
policy of local government in general appeared to be strongly in-
fizonced by State government attitudes. The propesed transfer of
th: Grants Commission's responsibilities to State Gfunts Commicsions
re.lected the traditional attitude to local government of it being
beiolden to the parent State. DURD's main concern with the policy
pr rosal, bowever, was the recurring rhetoric about "artificial
rczions forced on local authoritics from Canberra", yet it strongly
surnorted the view that regionalism must arise from, and be demanded

by, the regions themselvcs.ao

By late 1975 DURD still could see a role for itself within the policy
ant proposals enunciated by the Liberal-National Country Party
Op:.sition because of the apparent commitment to the philosophy upon
wii‘h the Department was based. There was no expectation; given the
srie, that the D;partment or its functions would be abolished.

.Thz fate of the DURD programs was left hanging for some time after
th: 2lection and only gradually.did it become evident what the
¢z:izion to slash $2,400 million from the Commonwealth Budget would
actzally mean. DBy July 1976, during the Budget preparations it was

clzzr that while there was to be a commitment to the more visible

DUTD programs, the amount of moncy appropriated for them would
erz.rve their phasing out. Growth Centres in particular came under
3%. DURD, Liberal-National Country Party: Federalism Policy, Op.

Cit. p. 6.
&. Ibzd. p. 8.
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heavy financinl sttack even though prior to the 1975 elections, Doug
Anthony, the leader of the National Country Party, was most vocal in
assuring his supporters that selected grovth centres would be main-

tained.

In July 1976 funding for the growth centres was announced’and despite
an interdepartmental report recommending $30 million for Albury-
Wodonga, $15 million for Bathurst-Crange and $22 million to $23 million
for Macarthur, they were allocated $15 million and $2 million a piece
respectivcly.41 If this reduction of funding was not enough, on

11 Aupgust 1976 the government also ammounced a decision requiring the
Victorian and New Scuth Wales govermments to provide $2 for every
Federal government $1 provided to Albury-Wodonga. This in rcality.
meant the abandenment of the growth centre concept.42 The effective
scrapping of growth centres rvepresented the waste of more than $90
mwillion in Federal goverument investment as well as the waste of the
time and effort of two State governments. The irony of the decline
in the growth centre program was that the new government was killing
off one of its own creations., It was NURDA, the body established

by the McMahon government in 1972, that recommended these growth

centres.

Along with the growth centres cuts, 1976 also saw the abolition of
the Land Commissions amidst increasing revelations of misused and
misdirected funds. Large speculative profits.had been made in land
dealings in Melton and Sunbury in Victoria, and in Bathurst-Orange
in New South Wales. The allegations surrounding this land profit-
eering were eventually to lead to a number of inquiries. The

41, Financial Review, 22 July 1976,
42, Tom Uren, I'ress Statlement, 12 August 1976,



ctordiia Lond Lupuicy produced 'evidonce o private profits of aroimd
S S s " ) 43

$63 million much of which originated from the Federal government.
Profits from land deals in Victoria amounted to approximately 12 per

: 44
ceat of the sllecation for welfare housing.

The effecct of these cuts in expenditure on the various regions is
outeide the scope of this work. It could be expected, however, that
the large and rapid reduction in the level of Commonwealth funds must
have had significant deleterious cffects on the regional economies and

the pational economy as a whole.

Lew Fedeyalism, Kegionalism, and Local Goperivnent

In the latter balf of 1975 the Grants Commission commenced inquiries
inte aprlications for financial assistance for local government
purposes for the 1976-77 financial year.45 With the coming of the
]@beral-ﬂational Country Party government the Commission thought it
incuwbent to discontinue its hearings and inspections. In financial
terms, progress toward the regionalising of local government adminis-

tration came to anm abrupt halt, and three years of work was undone.

The Coalition partijes' policy statement on Federalism, which included

local government assistance stated:

The Liberal and National Country Parties also
propose to earmark a fixed percentage of personal
income tax for distribution through the States to
local government. This will be a vital new reform
for local government.... Local bodies will be free
to establish formal or informal groupings {rom time
to time for particular functional purposes, but

43, Age, Melbourne, 10 November 1977.

L, Ib7 d .

L5, Coumonwcalth Grants Commission, Third Heport 197¢ on Financtial
Accigtance for Local Goverwnent, Canberra, 1976, p. 7.

.
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ciong Wwill not be usad by the Commonvealth ag

centralist dnstruments to by-pass the States or

to impose Commenwealth policies. 46

On 31 March 1976, the Minister itor Administrative Services referred

to the Grants Commission for inquiry and report, by 31 May 1976, the

matters of:

- A proportionate distribution as between the States

of total and general purpose assistance...to be paid
to each State for on passing to all local authorities,
and?

An appropriate subdivj;ion of ecach State's allocation
between a per capita element and an eqgualisation

clement.47

Subsequently the Commonwealth Crants Commission Act 1976 was passed

‘to give cffect to the government's policy. Tt renamed the Commission

the "Comwonwealth Grants Commission', deleted all references to

"approved regional organisation:s", and introduced a new definition

of a grant of assistance to a State fer local goverement purposes.

The grant was no longer to be one of financial assistance for local

govermment purposes but "a grant of moneys to a State for the pur-

pose of being applied by the State in payments to local government

4
authorities™.

The grants were still to be made under Section 96.

The new arrangements also required that State Grants Commissions be

established in order that local government could be involved, at a

State level, in the distribution of both elements of the grant.

These State Commissions were to be created by the States within the

46, Extract from Conference of Commomwcalth and State Ministers,

-

Canberra, 4-5 February 1976, Attaclhment B.

47. Commonwealth Grants Commission,Op. Cit. p. 9,

48, Ibid. p. 10.
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Llrst Yo arso oo the operation ol t

oo Sy HLea,

The result of the rew government's policy in 19706-77 was payment, in
accordance with the grants Commission's rcecommendation, in May 1976
of $140 million in general revenue assistance to local government.

This was an increase of $60 willion, or 75 per cent, over the amount

=

“

provided in the last year of the formor government, to be distributc
on a basis of 30 per cent per capita and 70 per cent equalisation
46
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grant. The $140 willion was distributed between the States as

follows:

Table 5:2 Distribution of Comuonwealll Assistance to Local Goverwnment

% b Corresponding amount
Eo% Sent i for 1975-76 ($m)
Kew South Wales 35.6 S 29.3
Victoria 258 35.4 20,2
Queensland Y#:3 G, 2 13.8
South Australia 8.5 1%¢9 6.8
Westera Australia 9.4 13.2 D
Tasmania 243 4,0 243
TOTAL .100.0 140.0 79.9

This increase in general purpose payments to local government redeemed

an undertaking given by the Prime Minister at the February 1976

1

Premiers' Conference, but the future cf specific purpose payments to

50

remained in abeyance.,

1
L

local gevernment stiil

The States' and local governments' joy at the increase in the size of
the general revenue assistance to local government was to be short-

lived. With the presentation of the Budget for 1976-77 the stark

49. 1In real terms the general revenue payments for 1976-77 repre-
sented a 50.5 per cent dincrease on 1975-76.

50. At the TFebruary 1976 Prewmiers Confercence the Prime Minister an-
nounced that consideration would be given to the absorption of
specific purpose payments to local government into the general
revenue grants.  The fate of gencral revenuc assistance already
decided at such a generous level cecemed to defuse any further
discussion of specific purpose payments and the matter was bound
over for discussion at some other time,

T e e i e T e )
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reality the nev povermmeent's financial wrr. npemnents .f.ul.l y
emerged.  As Table 4:7 (p. 99) showed, total payments to local
government actually decreascd., The fall was not in the general
revenue assistance but principally in the miscellaneous éategury of
"Direct Payments to Local Government". This area covered a multitude
of other programs financed directly at a local government level and
is arguably the area with which the States were most dissatisficd.
The cutting of the DURD programs also significantly affected the
local government financial position. Overall, in one year, local
government had to adjust to a cut of 31.5 per cent in its financial
base; not an increase of 75 per cent as the government had earlicr
misleadingly stated. Moreover, many of the specific purpose payments

wvere absorbed as promised, not, however, by local government, but

back intc the Federal Treasury.

The change in government also spelled the end of the proposal for
regional centres. The previous Federal government was exploring the
possibility of locating regional administrative headquarters of
Commonwealth Departments, as the first step in the devolution of
responsibilities to regions. Under the Labor scheme local government
in each region was to be asked to elect a representative to a regiomal
organisation of the councils, to be located in the nominated centre,
which was to be the deliberative body for the purpose of making sub-
missions to the CGrants Commission.. For the Federal Labor government
this "was (to be) the essence of local autonomy and democratic pro-
cedure, as well as co-operation with the States".51 The new govern-—

ment scrapped the scheme as but another of the many measures taken

51. E.G. Whitlam, R.A. Gardner Oration, Op. Cit. p. 1051.



to disassenble DURIMN

The F.iP.0.D, -~ The Liberal-Country Porily Alteraalive

With the demise of the Department of Urban and Regicnal Development,

a new Department - Environment, Housing, and Community Development -~
was created, and the programs which were sponsored by DURD were
transferred to it. The new department also incorporated elements

from other departments, housing from Ilousing and Construction,
Enviromment and Tourism and Recreation. This was a new and, ironically,
more comprehensive Department, for, while Labor had grand co-ordinating
aims and had failed to establish a co-ordinated urban affairs Ministry,
the Liberal-Country Party coalition now set up a comprehensive

Ministry solely for the purpose of simplifying and reducing expenditure

52
on urban programs.

R.B. Landsdown the Permanent Head of DURD became the Permanent Head
of EHCD and for all obvious purposes the new Department was only to
engage in a rationalisation of existing programs by consolidating
them within one functional area. It appcared as a welcome construct-
"ion because of its potential for integrating the urban and regional
programs that were being pursueé. Certainly Landsdovn believed that
the Department would continue with the pelicies that were emphasised
by the Labor government. "This new Dcpartment" he said, "reflects
the Government's determination to énsure the efficient development
of our national infrastructure and resources, and to properly meet
its vresponsibilities in plannjng, environmental management, and

housing”.53

52. Pratience and Head, Op. Cit. p. 066.
53. R.B. Landsdown, the Department of Environment, Housing and
Community Development, The Developer, March/June 1976, p. 135.
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Upon absorbing thoewse functions handed ovi s £rom other Departments

¢

EHCD vwas given a specific role in the DURD ficld, defined as:

In collaboration with Commonwcalth and State agencies
develop integrated policics for the more efficient
planning and use of resocurces in providing urban
infrastructure. Advise on urban land problems and
their solution. Develop and implement policies and
programs for improving urban services, for growth
centres, and land commission projects. 54
Realictically, this was what DURD was trying to do. EHCD, however,

was burdened with the additional ebligation to 'bvaluate the economic

. - : ) 55
and financial restraints on policies and programs".

Under direction from the Commonwealth government the Department under-~
took a re-evaluation of the urban and regiomal programs, resulting in
a change in the philosophical base. The Standing Interdepartmental
Committee on urban and regional development and the preparation of
urban and regional budgets function was dropped in favour of a less
specific basis for Commorwezlth involvement. The new approach was

to focus on "the preservation and enhancement of joint communication
links with States and continuing involvement in joint studies of
mutual concern".56

The areas of mutual concern included decentralisation, a change in
epproach which characterised the new government's philosophy. The
Commonwealth developed a sct of objectives foF considering a national
policy. 1In effect the approach was a combination of the policy
followed by the Federal Labor government and the policy it rejected
a2s debunked and ineffective prior to 1972. The objectives were to
54. Ibid.

55. Ibid.

56. Department of EMCD, Rescarch & Development in Urban and Regional
Planning in Australia, Canberra, 1977, p. 6.




vopresent a "bueoler"™ approach to decintralisation by ineluding

features of both sclective and disperscd policies; a "balanced

decentralisation policy" which would include:

- availability of general assistance to country
residents;

- availability of general assistance to private
enterprise to locate in non—metropoiiran areas;

- designation of and assistance to major provincial
centres;

- gpecial asgistance to areas of mational importance
especially growth centres;

- development of policies on the location of Common-
wealth Government employment and investment, and

“on the locational and spatial impact of other Common-

wealth Government programs.

The selective approach solely was not acceptable to the new govern-—
nent despite its greater likelihood of success in moving people ocut
of the cities. The practice of singling out one location or region
-for development in favour of another was anathema to a political
organisation which depended on éeneral rural support for its sur-

vival, The Department echoed this concern when it stated that

...a selective regional growth-centres program
involving two or three locations cannot be expected

to have much impact on the general welfare of the
country communities throughout the nation. Equally,
generally applicable assistance measures cannot be
expected to have any significant effect on the national
distribution of population and economic activities.58

57. E.H.C.D. Background and Approaches to Decentralisation Policy
in Australia, August 1976, p. 40.
58. Ibid. p. 45 (f.
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The pew: Mhal. " eppyoach, hopefvlly, would 7ulfil) a comsitwent

to the "generol' country community and promote the decentralising of

the nation.

For all the Department's idealism and epparent urge to continue on
with its role of "developing and implementing policies and programs
for improving urban services, for growth centres, and land commission
projects", sometime befere the 1976 Federal Pudget the Commonweslth
decided to effectively abandon this part of ite election promiscs.
Whether or not this new approach would have worked is open to debate.
4s has been shown in Tsble 4:1 (p. 86) the growth centres program
wvas reduced even further in 1977-78. The LHCD never received the
money necessary to effectively put any of its jdeas into practice.
The level of financial commitment to the Pepartment continued to

deeline and it was eventually abolished in November 1978,
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1976 boralded more than just a change in goverament and more than a
restructuring in Federal-State financial rclations with the first
Lynch Budget. It marked a turning point in the implementation of
the urban ond regional philosophy aund a reassessment of political
and social priorities to meet the changed environment in Australia

with regaxrd to population growth and the state of the ecconomy.

Underlying the drive for a comprehensive urban and.regional policy
through the 1960's and the early 1970's was the rapid growth of the
Australian population and especially within the large metropolitan
centreés. Urban and regional policy formulation was fundamentally
related to,and justified Ly,population growth and the guestions of
equity and efficiency that flow from it. In the late 1960's and
early 1970's there was every reason to believe that Australia's

high population growth rate would continue. After the 1971 census

it was possible to predict that Australia's population would grow

to somewhere between 17 and 23 million depending uvpon the levels of
natural increase and immigration which were assumed to apply. By

the time of the First Report of the National Population Inquiry in
1975, however, this figure had to be revised - downwards. This
decrease in the rate of population growth was subsequently confirmed
by the 1976 Census. The level and pattern of growth was changing due
to a number of factorsj fertility and immigration had both declined,
and, on the pattern of growth side, people's environmental preferences

seemed to change,

Traditionally Australian planners and developers had been able to

count on most of the nation's population growth going into five or

1. R.B. Landsdown, Issues of a National Scttlement Policy, Australian
Quarterly, 3/77, p. 57.
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six wajor citics. The 1976 Censug, however, revealed tlhiat for the
first time in many decades, the proportion of Australians living in
the five largest cities fell. Analysis by the Cities branch of the
Department of Enviromment, Housing end Cemmunity Developmwent, showed
the proportion living in Melbourne and Sydney collectively dropped
from 42.6 per cent in 1971 to 41.5 per cent in 1976.2 It is tempting

to ascribe this to the DURD programs, however, the, same pattern was

3 1 y > 3
emcrging overseas, and additional factors therefore were influential.

By 1976, with the return of the Liberal Natiomal Country Party coali-
tion to goverament, there was not the urgency to actively pursue
urban and regionzl policy then in operation. There was still some
necessity of course; the Australian cconomy was still n@ithcr.as-
efficient nor equitable as it could or should be and many services
such as water supply, scwcrage, and transport facilities were in

many areas still substandoard. It was all a matter of priorities,

and by 1976 there was some justification for relaxing the urban and

regional development priority.

Seciion 96 and the Post-1976 Federal/State/Local government Financidal

Relationship

Iigure 0:1 reveals the pattern and growth of payments through the
greater part of the 1970's, and thereby summarises the financial

basis of this paper.

2. Age, (Melbourne), 23 March 1977.

3. Some of these factors could include moving away from city problems,
preference for warmer climates and coastal areas. In Australia
the additional factor of the "greying" of the population was
also important. As the population "aged" the proportion of the
population secking "rctirement arcas" away from the major
metropolises increased,
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Figure 6:] Propprd o of Opecifie Lurpeoe Paymenls wn Tolae

Payents 1970-1978
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Source: Adapted from C.P. Harris, Op. Cit., p. 134.

Of interest are the post-1976 trends and events, which can be dis-
cerned, and their relevance to the Federal-State financial relationship
Some of the main features of Section 96 payments in the 1970's had
been the increasing use of all forms of specific purpose payments
after 1972 (although recurrent grants had been increasing since

much earlier) and the rapid reduction of these grants from 1976.
Other points worthy of mention include the ihcreasing use of advances
(loans) between 1972 and 1976 as the Commonwealth moved into arcas
such as the growth centres; while in the latter years of the Labor
government, there was the increasing use of recurrent grants indi-
cating the greater Commonwecalth presence within the States, so

explicitly promised by Whitlam in the early 1970's.
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After 1976, differuent trends emerzed, Trom the 19706-77 fudget the
Commonwealth began to phase out some programs based on specific
purpose paymonts, and the actual specific purpoce amounts paid to

the States declined from $3,958 million in 1975-76 to $3,847 million
in 1976-77, or, as Fig. 6:1 showed from 46.4 to 44.5 pexr cent of

total payvmente to the SLates.4 This dﬁwnward trend was not uniform,
however, and recurrent grants, after a slight fall, actuvally incrcased
both in yelative and absolute tormﬁ.s The main decrease was in
payments made in the form of specific purpose capital grants and
advances; these payments fell in absolute and relative terms.6 i
was through capital grants and advances that the Labor aduinistration
developed most of its programs and the reduction therefore in these
payments corresponded with the dismantling of those schemes. With
respect to capltal grants, between 1975-76 and the 1978-79 estimates,
these declined in absolute terms by $84 million and became increasingly
limited to education and roads, two function which constituted 87

per cent of capital grants in 1978-79 compared with only 68 per cent

Yo 1975-76. "

The major decreases in the period occurred in grants for hospitals,
other health services, and urban and regional devclopmcnt.8 Advanées
for urban and regional development, vhich represented 26 per cent of
specific purpose loans in 1975-76 were less than 10 per cent by
1978-79. Overall the tendency in specific purpose payments since
1976 has been their concentration in a smaller number of areas and

their tendency to take the form of grants rather than leans.

Harris, Op. Cit.

From figure 6:1, 1976 - 27.2; 1977 - 29.2; 1978 -~ 29.5.
Ibid. p. 133.

Ibid. p. 135.

Ibid.

Ibid. p. 140,
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In an address on 27 May, 1977 the Tederal Treasurer reiterated the
principles of the "new federalism" policy and the rationale for its
introduction. The Commenwealth recognised the hostilily over the
financial provision of its policy that was generated withiun the
States, but knew it was on safe pround. The Treasurer could assert
confidently, however, that the ¥Frascr policy was more desirable than
that of its predecessor:

Despite what some Premiers have chosen to

say on particular occasious, the evidence

is that the present Government's approach

fundamentally appeals to the States. Through-

out the post-var ycars, Premiers, irrespcctive

of political party, have claimed that the

uniform taxation system is bad and that it

would ultimately, in conjunction with the

growing use of sectiou 96 grants, destroy
the independence of the States. 10

The Premicrs had been "caught" on the one issue from which they could
<;ot extract their governments. For years they hgd been opposcd to
uniform taxation and maintained they wanted tax sharing. The Frasern
government gave the Premiers access to taxation revenue through a
"tax sharing" policy but predictahbly there were a number of qualifi-
cations which were set by the Commonwealth and which amounted, in
political terms, to the Commonwealth "calling the tune"., The
distinctions were subtle and definitely not those that the States
could make a great deal of political mileage.on. For every complaint

the States raised, the Commonwealth could truthfully respond that

this was what the States had asked for. The Treasurer added:

10. Phillip Lynch, Address to the Institute of Municipal Administration
C.R., 27/5/71.
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This Covermment's decisicn to undertake Stage

1 of income tax sharing, Lhercby giving State

and local governuent a specificed percentage of
personal income tax, was wholly in line with the
long held argunents and proposals of the States. 1)

While the Governmenlt was procccdiné upon this course the Labor
opposition was concentrating its attack on the destruction of the
uniform taxation system. The Federal Labor Party evidently calcul-
ated that, if the States opposition to tax sharing under the Fraser
government was real, they may prefer to embrace a more equitable
uniform tax system. Whitlam designed his rhetoric around the issue

of responsibility:

Once we admit the principle that the economic
prosperity of a particular Statc is largely

the responsibility of that State - and can be
determined by the particular taxes and surcharges
it chooses to raise - we destroy the whole theory
of national responcibility for our economic
affairs. 12

Hlowever, by 1977, national responsibility secemed to have become a
dead issue, with the Premiers still smarting from wi.at had been
done under the guise of national responsibility under Labor.
Whitlam, however, moved to an area where he could get greater

State support when he observed:

«..all the Premiers see clearly the real
intention behind the Prime Minister's pro-
testations of high principle and goodwill.
The Prime Minister wants. to pass the buck to
the States for all the failings of govern-—
ments, Whenever there is some odium or
blame to be faced - for raising taxes, for
failing to meet people's legitimate needs,
for failing to produce sound cconomic
policies, for starving essential services
of necessary funds - it is the States which

11. Ibid.
12, E.G. Whitlam, 1977 Curtin Memorial Lecture, 10 June, 1977, C.R.
3-10 June, 1977.
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13

would bave to accept that bluwo,

This was more what the States wanted to say but because of thedir
historical stance in support of Fraser's policies they had refraincd

from it, not least for electoral considerations.

1977 was an clection year for Quecnsland, South Australia and the
Scnate.la In the build-up to the July Premiers Conference, at least
two Premiors were determined not to be outmanouvered by the Comuon-
wealth. The States were facing a dilemma of some proportions: the
Commonwealth, in offering them a surcharge to be levied over and

above the Federsl tax rate, was giving the Premiers extra financial
strength and flexibility in the long term, but in the short term,

would force them to use the surcharge to fund programs the Common-—
wealth was abandouning, a proposition with serious electoral implications
While all the States were concerncd about the public reaction, two
States, Victoria and Western Australia, were prepared to overlook

the immediate difficulties and legislate to allow their States to

apply a surcharge in the future. Victoria and Western Australia were
not facisg elections. Don Dunstan in South Australia was "completely
unenthusiastic" about the whole surcharge proposal, adding that he
would "not want it as & gift", while the Queensland Premier articulated
a suspicion thet it was merely a ploy for the Commonwealth to financi-

ally vacate a number of areas for which it had become responsible.15

Despite the opposition of four Premiers to the surcharge proposal,
the Federal government introduced a Bill into the Parliament in late

May 1977, designed to enable any State to levy the surcharge. The

13. Ibid.

14. It was alse to be a House of Representatives election but thig
was not announced until later in the ycar.

15, Naticnal fimes, June 27 - July 2, 1977; p. 48.
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1eziglotiom had a2 touch of ireny to 1t inassuch as Fraser was now
being seen as sceking to imposce his "co-operative federalisw' upou
the SLuaes.lG The Premicrs still had the guarantee that the level
of Comomwealth poyments to the States would not fall below vhat
would have been provided under the previous formula used by the
Whitlam administration with ite 3 per cent "betterment factor"
ard thcrefore were not obliged to introduce immediate surcharges.
Even se, the prospect of having to introduce any surcharge - the
spectre of "double taxation" - upon which Neville Wran had won the
New South Wales State election early in 1976, was frightening to
mzny oi the States in the longer term as the Whitlam formula was
sched-ld to expire in November 1979, after which date, arrangements

would Lz revised.

Tic cveie Commission and Local Govermment

In Junz 1976, following discussions at two Premiers Conferences on
nsw I-vncial arrangements between the Commonwealth, States and local
geverisint authorities, legislation, the Commonwealth Grants Commiss-—
ism Aol 1976, was enacted to modify the local government role of

the Cii-ission, repealing those sections that dealt with applications

by ré:'-=al organisations of local governing bodies for grants of

finzv=l:1 assistance. In their place was inserted a new section,
Secti 17, which defiped the Commission's local government role in
s s Wor s ' 17
terms ¢ providing grants indirectly through the States.
Local zovernment, like the States, found itself tied to a percentage
o ittiz tax: 1.52 per cent in 1976-77 which produced the $140 million
16. 775 p. 40. '
17 €

‘nwealth Grants Commission, 44th Report 1977 on Special
tanee for States, Canberra, 1977, p. 33,
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in gemeval nurpose funds for local gevernment in that year., The Cowm-
monwealth was determined to reinforce fhc trend avay from centralisation
and would only lay dowr broad guidelines along which local governments
share of pewsonal incowe tax receipts ware to be distributed. Oace
satisfied that the general requirements were followed, according
to Cadman:..."the Commonwealth (would) see it as preper that the
States dotermine the detail of distribution within their States and

18

in co-operation with their own local geverning bodies",

In addition to the new Grants Commission arrangement under Yraser's
federaliem policy, the Advisory Council for Intex-Government
Relations vas created, ostensibly to improve co-operation and co-
ordination between the different levels of government. At the
April 1977 Prewmiers Conference, it was agreed that the new Council
should examine the preblems both oi a financial and a non-financial
nature which emerged betwesen the various spheres of government and
should "consider the definition and rationalisation of governmental
functions and responsibilities“.19 Although in a minority, local
government was to be represeanted on the Council to give it access

to funds and dialogue with the Commonwealth.

At a political level the changé to revenue sharing as a basis for
local goveranment finance eventually brought a similar response from the
Federal Labor Yarly although it was made clear that, under Labor,

local government would be required to apply to an "Australian Grants

.

18. A. Cadman, Federal Policy towards Local Government, Local
Goverrment Bulletin, August, 1977, p. 9.
19. Ibid. p. 11



., : : ; : ; 20
Commicsion" for the distribution of the general purpose granpt.
& pury g

In general, local government was plceased with the new financial
arrangement as far as it went, but =till had reservations about the
reduction in funds for other purposes. The fluctuating fortunes
of local government finance were well illustrated in a statement by
Whitlam:

Total Federal outlays end payments for local

government authorities were just over $3 million

before Labor came to office. In 1975-76, as a

result of Labor's initiatives, they were

$274 wmillion. The Frascr government slashed

them to $195 million last financial year and

will reduce them still further (by 7 per cent)

in real terms this year. 21
While local government had been promiscd a "real measure of independ-
ence and flexibility", and a role as "a genuine partper in the Federal
systen", it was achieved only to a limited extent; without the money
it was arguably a mixed blcssing.22 Local govermment has become

increasingly dependent on Commonwealth genercsity and the tolerance

of the State Grants Commission in securing its programs.

Conservatives and URD

In 1976, the urban and rcgionaf program experienced large scale

reductions in funds. In the subsequent year outlays were even further

reduced; they were expected in that ycar to total only $56 million as

apainst the $125.1 million in 1976-77 and the $263 million of 1975-76.

Despite strong support from EHCD which had urged the retention of the

20. T. Uren, Spcech of Australian Council of Local Government
Association (Melbourne), 14 October, 1978.

21. E.G. Whitlam, C.R. 15-21 August 1977, p. 1095.
22, Phillip Lynch, C.R. 20-26 September 1976, p. 769.



growth centres concept early in 1976 as an efficient and effective
way of providing employment and restructuring sectors of the econony,
the Commonvealth further reduced funds for growth centres and related

g : o s 1 . (' - 4
projects in 1977-78.7 The Departwent had argusd that without the growth
centres, and with the Commonwealtl's support of a higher overseas
immigration level, the problems of the existing cities, would be

24 . : : s ;

compounded. The new level of funding for the projects, however,

put them almost wholly on a "maintenance" basis.

In 1978, in order to be seen as formulating policies to overcome the
centralisation of industry and population, the Commonwealth initiated
a new program of general decentralisation assistance through the
establishment of the Commonwcalth Decentralised Development Program,
Under this program, financial assistance of a capital nature was to
be provided to State, local government and commmity bodies and firms
engaged in manufacturing and tertiary industry in selected non-

metropolitan areas.

Projects were to be approved under the program following consideration
by a Decentralisation Advisory Board. An amount of $10.5 million was
allocated; the payments were to begin in 1978-79 for projects approved

under the program in 1977—78.25'

The program was also to provide additional funds for the growti

centres of Albury-Wodonga, Bathurst-Orange and Macarthur, though they

were still not to be the fully fledged programs that they were under

the Labor administration. For its part, the Commonwealth still only

23. E.H.C.D., Growth Centres in National Settlement Policy, (Canberra)
AGPS, 1976. '

24, Ibid. p. 8 ff.

25, Payments to or for the States etc., Budget Paper No. 7, 1978-79,
p. 60.
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regarded Allone-Vodonge as a pilot project vhile the other centres
were funded in association with New South Wulcs.ZG However, the
Commonwealth-State Ministerial Conference held on the future of
Albury-VWodonga in May 1977 led to a rebuff for the Commonwcalth cver
the financial arrangements proposal. The New South Wales and Victorian
State governments both asked the Commonwealth to share the cost of
all State decentralisation initiatives, not just that of Albury-
Wodonga. This would involve the Commonwealth sharing the cost of
all growth centre projects as well as loans, grants, rebates and
subsidies made available by the States in support of decentralised
industry. The Commonwealtli's commitwment to decentralisation was not

S 27
as great and the Conference cnded in a stalemate.

With the 1377-78 Budget a further $6 wmillion was appropriated for
Albury-Yodenga (in addition to the $15 million already allocated)

and a new attempt to secure financial arrangements with New South
Wales and Victoria on a dollar for dollar contribution basis was
promised. Moreover, the Commonwealth was no longer to have any
representation cn the other Development Corporations - Bathurst/Orange
and Macarthur - that were created to oversee the planning of the

growth of those centres.

The proposal brought an immediate reaction from the Labor Opposition
which criticised it on the grounds that it again represented an
abdication of responsibility by the Federal government, and that it
ignored the recommendations of an expert committee on the level of
assistance needed to ensure the survival of the centres.28

26. Kevin Newman (Minister for E.H.C.D.) C.R. 5/11/76.

27. Statement by Kevin Newman, Minister for E.H.C.D., C.R., 7/11/76.
28. These criticisms were expressed as early as November 1976, in

a statement by Tom Uren in the llouse of Representatives, c.f.
C.R., 7/11/76.
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Under the 1977-78 Budget, the future of URD policy locked quite bleak.
Table 6:1 indicates the URD expenditure in relation to selected otrher
sub~sector::
Table 6:1  The Urban Scetor in the 1977-78 Budget
(¢ million)

% change
A ¢ - Lot :
1975-76  1976-77  1977-78 ' [ooc"oo

Housing 562 .3 548.8 495.8 - 9.7

Urban & Regional
Development and

Environment 407.8 250.6 167.9 - 33.0
Transport 632.4 626.1 686.1 + 9.6
Urban Water Supply 20.0 3557 25.3 - 28.1

1622.5 1461.2 1375.1 G

Share of Total

S 7.4 6.1 52

Source: Uren Collection, 17/8/77.

Overail the reduction was 6.9 per cent on 1976-77, but the more specif-
;c urban and region%l sector, suffered a much greater decline. This
sector funded programs such as the growth centres and what was re-
raining cf the original DURD programs, additionally the urban sector's

share of total Budget outlays also fell, reflecting the declining

importance being placed upon it.

The Budget was framed in & period of deliberate econowmic restraint and
much of the reduction can thercfore be interpreted as resulting from
changed priorities within this larger context. The final justification
for the reduced expenditure however, was the "improved" financial posit—
ion of the States resulting from the workings of the "New Federalism"

policy. In September 1977, the Minister for E.H.C.D., Kevin Newman,
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comnented on the financial position of the States for 1977-78 in
relotion to urban spending:
Comorawealth general purpose funds will grow
at 13.7 per cent, Semi-government and local
government borrowing programs will be 24.5 per
cent higher. Together these sources of funds
which can be spent entirely at the State's
discretion will grow at 15.9 per cent. So,
the level of funding devoted to E.U.C.D. pro-
grams had to be decided within the wider
budgetary context and in relation to other
high priority areas. 29

The message to the States was clear - the Commonwealth would only

play a limited role in the urbav sector; if the States wanted more,

they would have to pay for it themselves.

The E.H.C.D. Department was also experiencing difficulties. Through

1978 it was led by a new junior Minister, Ray Groom, who was not a

member of Cabinzt. It lacked financial resources; the Resource
Allocation Division through which most of the planning activity took place
vas excised and thus the Department had little sway on economic

issues. It was unkindly, though probably accurately described as

a "powder  puff" Department; 4t had the structure but not the

teeth.30

Labor and URD ... 1977

Throughout 1977 the Federal Labor opposition refined its urban and
regional policies and, following the July 1977 Australian Labor

Party Conference in Perth restated its objectives. "Our policies",

said Tom Uren, are firmly based on the extension of urban and regional
29. Kevin Newman, Speech to Royal Australian Planning Institute (Sydney)

5 September 1977, C.R., 3-9 October, 1977
30. Tom Urcn, Specech at Urban and Regional Seminar, (Mclbourne) 5/6/77.



programs, and thias revolve is emphasiced in the poliecy document",
lie continucd:

At every point it spellce out very clearly that

these policics will be undertaken by the co-

operative efforts of Federal, State and local

government. We want co-operative federalism

with as much devolution of decision making as

possible. And we want once and for all to

destroy the wmyth that the Labor Covernment was

a centralist government. 32
The Labor Party had approved the structure of the Liberal E.1.C.D.
and this was rcflected by the new platform with its inclusion in
the policy statement. But it placed an emphasis on ENCD's role
that no Liberal government would contemplate. In reality what was
proposed was a revamped DURD now to be made even more powerful by
the incorporation of the housing and environment sectors under the
urban and regional ambit. To meet these ends a promise was also
made to re-establish the Australian Housing Corporation which had

been abolished by the Fraser administration, and to strengthen and

improve environmental impact procedures and legislation.

0f the old DURD programs the platform pledged to restore the National
Sewerage Program, to resume the Land Commission Program, to revive
the Area Improvement Program, to widen the National Estate Program,
and, on the regionalism side, to accelerate the development of the
three successful growth centres; Albury—Wodonga, Bathurst-Orange, and
Macarthur.33 Strong emphasis was given to the urban and regional
budget proposal. The URD Budget Paper had been dropped from the

annual Budget papers by the Liberal-National Country Party government

31. Tom Uren, Statement on the URD Platform, Perth, 7 July, 1977.
32. Ibid.

33. URD Policy Committee, Statement, 1977,
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mainly because of the cost of accumalating and analysing the vast
amount of data that was required. The next Labor government would
restore it and make it the basis of an extended urban and regional

34
development program.”

For local government, a new Labor government would restore the direct
assistance programs which were abolished in the 19?6—77 Fraser Budget,
and rcestore local government access to a new Australian Crants
Commission. The restored payments would differ from those made
previously inasmuch as they weould be interest free, non-repayable, and
untied.35 The payments would still be made under Section 96 (via the
States) but they were now to be “flexible".36 In addition, Labor -
was now committed to revenue sharing with local government aund
indicated that an amount of between 2 and 3 per cent of personal

income tax would be allocated for this purpose.

By September, 1977 it was evident that a Fedetgl election for the
House of Representatives not due until December 1978 was going to
be held. The principal issue of the election was to be uncemployment;
more than any other single issue this was to dominate the last
quarter of 1977 and, in comparison, all other issues were virtually
forgotten. The Federal Labor Party continued to promote its urban
and regional policies but now with the added emphasis of their job-
creating qualitiés. Shortly before the election, the nexus between
job creation and urban and régional policy was stated by Tom Uren:

I want to stress that Labor's immediate task

will be to restore employment. Every spending
commitment we made would be based on the

34, Platfovm, 1977, Op. Cit.
35. URD Policy Committee.
36. They were in fact to be "block" grants,



nizher of jobs 4 would ereate. This would

be our basic priority. We would also be

guided by the econrcenic circumstances of the

time. On the basis of these criteria I belicve

that it would be possible to make a significant

commitment to the yesuupiion of the growth

centres., 3

or's campaign, howe as unsuccessful ar ~al-Count

Labor' bai however, was unsuccessful and the Liberal-C tr
Party coalition was returned to office through 2 caupaign promising
tax cuts and "economic management'". The Government gained a great
deal of political milecage on the "excesses" of the Whitlam admini-
stration and the conflicts that ensucd from them. The urban and
regional issue was in comparison a non-issue. The electorate's

desire for a revamped Australia was nowhere near as strong as what it

had been five years previouvsly.

The drony of the DURD philosophy was that the programs it undextook,
for all their importance, were not highly visible. It was easy for
an opposition to point at the expenditure and mzke the electorate
believe that very little had been accomplished. On the financial
side, the States, starved of funds as they might have been, were
evidently unwilling to trade off the [aint prospect of gaining
greater untied income for a promise of more Commonwecalth funds with

the possibility of strings attached.

37. Tom Uren, Speech at Albury-Wodonga, 28 November, 1977.



= + S » -
E frgr<"Twu " 35
) | "',L - R . T
e oy » &
1 or 8
- e
PR i ol ' ' .« ' ' » . Voo . L0 ¥ 0 e gtes rTegte LR B ool i AL "
<.
.
*
S .
. Ze
.
»
| .




154,

Fonaaetul Joatted EORS o5

The Liberal Kational Country Party attitude to specific purpose pay-—
ments, as detailed in the 1875 Policy Statement, was to minimise their
use by allocating such grants only, "where neccegsary to initiate
programs in agreed areas of national need, to encourage innovation

) £ w1
and meet special situatioas". It was envisaged that changes in

speciric purpose paywments arrangements would take two main forme:

1. In certain instances the government would seek agrecment
with the States to absorb specific purpose payments into
thelr peneral purpose revenuc. This meant that the
States basic share of revenue wouvld be increased by an
amouni c¢guzl to the specific purpose payments that would
otherwise have been made, and that the States would

then cecept full responsibility for the programs.

2. in other circumstances the principle of “block" grants
would be used. This meant that some deéree of Common-
wealth direction would be maintained but without detailed
interference. That is, payments would be made to
States to use in a broad category, but the finer details
of how this monecy would be used would be left to the

discretion of the States.

Circumstances have shown no such absorption has taken place, even
though four years have passed since the New Federalism policy was
implemented. The reasons for this, (including some problems which
may have been encountered in original negotiations) have not been

made public. Reference to this matter in Budget Paper No. 7 in the

}. Policy Siatement, 1975, Op. Cit., p. 30.



first years of Lbe Rew Yederalism policy have subsequently been

omitted in rccent issues, suggesting tliat the idea has been downgraded
considerably. Professor Russell Mathews has suggested that the
objective has in any casce been overtaken by events:

The Fraser goverument has responded to this

sitvation (the prior rapid growth of specific

purposc payments) by holding down or cuttiog back

most specific purpose programs, and it scems

unlikely that it will limit its financial options
for the juture by substituting genmeral purpose

funds for specific payments 0; Z significant scale. 2
Implementation of the "block" grant zpproach has been limited, but
there have been a few areas in which detailed Commenwealth interference
has been reduced, allowing the States greater flexibility in spending
under particular programs. Crauts for the Community lealth Program
and grants for pre-schools, appear to be the only instances of a
block grant approach. However, it seemad to be intended initially
that block grants be used for broader expendigure categories.

Instances of programs where Commonwealth interference or restrictions
have been relaxed include Welfare Housing, Schools, Roads, Urban

Public Transport, and dwellings for aged pensioners.

In retrospect, the Liberal Natienal Country Party policy has been

to reduce thé emphasis on specific purpose payments largely by simply
reducing or ceasing payments altogthcr., An associated developent

has been the altering of cost sharing arrangcménts in a number of
instances so as to increase the State contribution. Examples of the
latter may be found in Welfare Housing, School Dental Schemes, Health
Planning Agencies, Home Care Services, Senior Citizen Centres, Transport
2. Russell Mathews,"Revenue Sharing and Australian Federalism" in,

The Politics of the New Federalism, Australian Political Studies
Association, Dean Jacnsch (Ed.) 1977, p. 52.
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(Vlanning and. Rescarch) . and Natural Disaster Relief.

Excluding programs for projects which have been completed or for which
the original reasons {for wmeking the payment no longer exist, specific
purpose payments which have either ccased altogether or been reduced

in wmoney terms include: educational research, School Dental Schemes,
Hospitals Develepment Program, Rursing lomes, Pre-=Schools and Child
Care, Employment Grants, RED scheme, Area Improvement Program, National
Sewerage Sclieme, Arts, Rational TFitness, Growth Centres, Land Acquisit-
ion, Nature Conservation, National Estate, Tourism Development, Welfare
Lousing, Transport (Plauning and Research) and Health Planuing Agencies.
Those which have increased in money terms but which have also declined
in real terms include  Universities, Colleges of Advanced lEducation,
Schools, Community Health, Health Education, Senior Citizens Centres,
Iwelliings for Aged Pensioners, Roads, Urban Public Tramsport, Softwood

Forestry, and Aged or Disabled Persons Homes. (Many of these programs
were of course discontinued by the Labor Government which introduced them.)

For local government the significant increase in genceral revenue funds
available to them as a whole through the tax-sharing arrangements has
greatly increased their independence in expenditure decisions.

" Ceneral revenue grants provided in this form have increased from $79.9
zillion in 1975-76 to $221,7 miilion in 1979-80. Specific purpose
payments, however, have declined substantially. Including roads pay-
rents, specific purpose payments to local authorities decreased from
$€263.9 million in 1975-76 to $153.1 miilion in 1978-79. Overall funds
0 local government have decreased substantially in real terms over

the same period.

"he new relationship with local government also saw the end of the
regionalism movement sponsored under the previous government through

the Australian Assistance Plan and the Growth Centre Program. Further,
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the regional provisions contained in the Grants Commission Act 1973,
have been repealed by the present govermment. It bas been suggested
that a major rcacon for this policy reversal was the suspicion of the
States, particularly those with conservetive governments, and a belicf
that these regional bodies were only a device of the Commonwealth

government to destroy State influence over local government and, in

' Rl

& ; 3
turn, to reduce State "sovereignty'" further. As Professor Mathews

has observed:

The Whitlam government's aggressive advocacy of

regionalism and the unncecessarily negative response

of the State and local governments have also left

an undesirable legacy, in the form of hostility

to the concept of regionalism, which is so deep-

secated as to make it unlikely that proposals for

regionalisation will be judged on their merits

for many years to come. 4
4t)lthough the Liberal Rational Country Party federalism policy does not
encourage the formation of regional organisations, the States and local
governments are free to decide for themselves whether to establish
regional groupings for reasons of economy or administrative convenience.
The Fraser government belicves that this is a State matter and that
the States have the right to make such decisions without interference
from the Commonwealth government. But it is doubtful that any State

government would submit to pressure for regional government, not that

it is likely to emerge in the foresecable future.

Reviewing the Federal-State financial relationship overall, the first
three years of the Liberal National Country Party Federalism policy
brought about a substantial shift of responsibilities on to the States.

However, in the context of Federal government fiscal restraint, this

3. P. Grocencwegan, Op. Cit., p. 193,
{. Russcll Mathews, Issues in Australian Federalism, Op. Cit.,
p. 14.
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has becen achieved mainly by way of withdraval of Cowmzonwealil funds
for programs, the onus being on the States to continue, increase,

or abandon these payments at cozt to themeclves.

The States have been provided with some increased flexibility on the
administration of some programs; for example, in Welfare Housing, Roads
and Urban Public Transport. As well, there has heen real growth in
genercl revene grants provided to the States alrh;ugh this has been

due largely to the invoking of the "Whitlam guarantce.

The Liberal-National Country Party has failed to rcalisc its object-
ive of increasing the fiscal accountability of the States. The States
themselves are principally to blame in this regard although the
Commonwealth cannot escape criticism. The Commonwealth is at fault
insofar as there are substantial arguments supporting the view that
the tax sharing arrangements should have provided for the Commonwealth
to 'move over' in the income tax field to allow 'tax room' for the

States.

Alternatively, the States, by not asking for 'tax room' and not showing
any willingness to move into Stage 2 of the income tax sharing arrange-
ments, have indicated that whilst they are continually secking additional
revenues, they are not interested in raising this revenue for them-
selves, As Professor Mathews suggests:

«..they continue to be more interested in

maximising financial returns than in regaining

a measure of financial autonomy and co-

ordinating their policies with those of the
Commonwealth. 5

5. Ibid., p. 26.
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Christopher Jay, writing in the Australian Tinancial Revicw of 3
November, 1978, claimed that, "After three ycars of stunned siicnvu
Australia's urban affairs establishment is coming back to lifc".b
There was a growing irritation among a wide range of professiocnals,
from acadenic town planners to "hardened devclopers", at the Federal
governient's apparent lack of interest in the wholé ficld.7 Qrganis—
ations such as the Australian Institute of Urban Studics (AIUS) were
particularly concerned with statements, cmanating from federal
goverament departments concerned with the Anstralian urban environ-
ment, of the type issued from the Department of Finance:

...the Commonwealth has very limited responsib-

ilities in relation to the urban environment in

that land development, municipal roads, water

supply, and sewerage are all the responsibility

of State gevernments, local government, or the

private sector. 8
The Federal govermment was becoming increasingiy concerned at this
resurgence of interest in urban and regional matters and the Minister
for Environment, Vousing and Commuunity Development, Ray Groom, moved
" hastily in Cctober, 1978 to reassure members of the ATUS that urban
affairs were constantly being r;vicwed at the Federal level. What-

ever effect this might have had was very quickly negated when, thrce

weeks later, Mr. Groom found that his Department had been abolishad.

The urban and regional issue apparcntly was not going to disappear into
the political wilderness as many obviously hoped. The Labor Party
especlally, was doing its best to keep the issue alive, and further

6. Ausiralian Financtal Review, 3 November, 1978,

7. Ibid.
8. Ibid.
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refined their policy to include withia it Lhe new issues of employment,
cnvironmwent, resouvrce usage, and the "international concentration of
capital". Labor, additionally, had learncd some lessons from the
demisc of DURD. Tom Uren, spealking at the Australian Labor Party
National Conference in July 1979, said:

Two major lessons came out of our experience

with DURD. The first, is that the strength of

Labor's activities ore depeundent on the active

support of a strong, broad-bascd movement of

people. The second is that our focus needs to

be more clearly set on intervention inte the

causes of the problems as well as amelioration of

the consequences. 9
There was also a recognition that "programs were developed in an elitist
way, by 'expert' planners rather than in response to the demands of
involved people", and that a number of difficulties needlessly arose

: . 1
because of the "financial authority" of the Department. 9 With a
collection of new issucs and a measure of hard-learned experience,
Labor found itself in a position to unveil a revised comprehensive
urban and regional policy, at the Australian Labor Party Conference
in July, 1979. This is reproduced here as Appendix B. The new Labor
urban and regional development platform reflects the changed economic
and political environment that has arisen since 1972, and, in particu-
lar since 1975. The new policy rests upon the assumption that there are
still "accumulated and interrelated problems remaining unsolved" in
Il L

the Australian urban and regional environment. Interestingly, the

proposed solutions to these problems reflects more than just an

apparent desire to make Australia more "efficient and equitable".

9. Appendixz 'A' , p. 166,
10. Ibid.
L1, Appendixz 'B' , p. 175,
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The Labor Tarty, in defeat and opposition, has become aware of the
nccessity for co-operation with otﬁer ticrs of government and of the
neced to dircet its policies more towards the current wishes of the
clectorate. To achieve what they perccive the electorate desires,

the new Labor urban and regional policy sets out to provide:

security of employment;

equitable management of ensrgy resources;

1

planning of producticn and distribution;

and, protection of the enviroiment and the

expancion of community services.

These new proposals f{lowed as much from the deteriorating econoumic
situation as from any desire tc re-establish traditiounal Labor pélicy.
The desire to re—institute Labor urban and regiomal policy, is

nowewver, still very obvious and cextain ey elemcnts of the old pelicy
remain. These are the promise to return to a National Urban Strategy,
including an urban and regionmal budget, and a new Department {(Urban
and Regional Affairs) to encompass resource allocation, research,
liaison between governments, and the promotion of decentralisation and
environment policy. Additionally, Labor promises a return of the Land

Commissions to control the price of land.

How close the Labor perceptions of the clectorates desires approaches
reality is, however, a difficult question. There is at least one
indication that the Labor Party may have misinterpreted the electorates
wvants. Thé following table is reproduced from the National Times of

February, 10-16, 1980, 12

12. Don Aitkin, A Sca-Change on Tax Cuts, National Timecs, February
10-16, 1980, p. 44,
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PTeble Ci1, Hations) 'Pimes ¢ Opinion Poll
1967 1909 1¢79
% % %
Reduce Taxes 26 26 29
Spend wmore on social services 66 71 30
Don't know/No opinion 6 3 5
Total 100 100 100

Source: Mational Times, 10-16 Februery, 1980.

Despite the limitations of the table, resulting from a relatively small
survey held within one State, it is clear that there has been a sig-
nificant change in electorate desires in terms of the level of
govermment "interfcrence" tolerable within present society. If the
survey is in fact, accurate then Labor way have considerably difficulty
in selling its new package. The new proposals, as desirable as they
may be perceived, must involve a greater level of government activity
within the cconomy and hence, less room for any taxaﬁion reduction.
'This, plainly, is not what the survey indic#teS'is desired. Similarly,
with the low level of support for increased sogial service expenditure,
Labor would face an uphill task instituting those schemes which would

require increased expenditure in this area.

It is clear that, in general, the mew Labor proposals promise the re-
establishment of virtually the same philosophy that existed between

1972 and 1975. There are, however, some subtle differences specifically
desigued to avoid the difficulties that plagued DURD. Forcmost among
these, is the emphasis on co-operation and consultation, promised
befere, but never recalised. This new approach is exemplified by the
promise to continue "revenue sharing' with local government, and the
switch in the rhetoric from a promise of using increased specific

purpose payments to payments in the form of "block" grants.
P pay pay g
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For the Liberal-Rational Country Party govermment, the issue of urban
and regional development retains a low priority. Their policy is
still one of leaving it to the levels of governmeni most intimately
conceruned with the particular problem to.look after themselves.
Except on an ad hoc basis, little money is flowing from the Federal
government specifically for urban and regional projects. Tor Labor,
the chance of formulating another "“wiuning combinztion" with a
comprehensive urban and regional policy linked to full cwployment,

efficiency, and equity, may prove to be more elusive than it scems.
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17+ wae clear thoi many ‘of the problems in the major cities
‘were the consequence of the investment decision made by private
companics and government suthorities, which involved increasing
centralisation of activitics and speculative dealings in land.
Those investument decisions and their conseguences demanded
govermuent outlays on infrastructure - sewerage, roads and
‘basic amenities - that were very costly and were provided at
the expense of nceglected community facilities in the expanding

population arecas.

The programs of the Department of Urban and Regional Development
under the Labor Government (1273-75) were directed towards a
planned amelioration of some of these problems. We attempted

to confront some of the bascic elements of the problems through
housing rehabilitation programs (such as at Glebe, Woolloomooloo
‘and Emerald Hill) increased advances to the states for public

" housing, preservation of the national heritage, the development
Fof parks and gardens in the outer suburbs, the use of land as

‘a pl:nning resource throuygi. the establishment of land commissions
in co-operation with the states,; the development of new growth
centres, such as at Albury-Wodonga, and the R.E.D. scheme of

short-term job creation.

Our intention was to imprcve the living conditions for the people
in the major cities and provincial towns through a variety of

' programs to combat inflationary pressures in the land and housing
{market and to prevent further concentration of population in the
lalrezdy congested metropolitan areas. Our plans envisaged the
location of government offices in sub-metropolitan centres (such
as Parramatta, Penrith, Campbelltown, Dandenong and Sunshine),
'integrated with commercial and cultural facilities. These plans
were seen as helping to relieve the undue pressures on the urban
transport system and to shift some of the available jobs closer

to wiere the majority of the people lived.

Labor's urban affairs programme, centred on the establishment
of a new department, D.U.R.D., was only mildly interventionist.
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KEWi. 070 ADDERAS DTrRCDUCING. URDAN ARD RIGLONAL. AFFATRS POLICY

TOM UREN, M.P., LABOR SPOKESMAN ON URBAN AND REGIONAL AFFAILS,
AT A.L.P. NATTONAL CONFERENCE, 19TH JULY, 19789.

As we enter the 1980s it is becoming cleaxr that the people
who live in our major cities and provincial towns are faced
with many of the same problems Labor identified in the 1260s
anct tried to address in the 1870s. Put the old problems are
now heing experienced to an even greater extent by the people
Labor represcnts. In addition, new kinds of problems are
emerging.

4s & result, Labor now has to consider how to meet the old

anc tle new probleus in different ways.

In the 1960s we saw large inequalities in our rapidly growing,
pocrly planncd cities. The people in the western suburbs of
Syérey and Melbourne, in particular, suffered a neglect of
bazsic facilities and services. Young families were expanding
inte suburbs where new jobs were located, where schools and
hospitals were scarce, where public transport was inadequafe,
where the enviromment was desolate and where there were few

cultural and community services.

|
| The residents of the inner industrial areas were experiencing

‘the problems related to industrial pollution and traffic
ngestion, exacerbated by the insensitive development of inner
city freeways. The inner city residents, the former working
class people who had congregated in the older established living
‘arcas nearer to jobs, were gradually'being'displaced by higher
income professionals seeking closer proximity to the office

jobs provided in the rapidly over-centralising central business

some old areas of beauty being trendied up and others being
knocked down.

districts. The character of the inner city was being transformed,
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ﬂﬂu: +he threat it poscd to the interests of the speculators and
financiers and to the credibility of "market forces" - that is
‘unplanned and unchecked private investwment decisions - was
Psufficient to provoke obstruction by the Victorian Government

and to cause the Fraser Governmenl to strongly attack and quickly
dismantle the department and savagely cut back outlays on urban
and regional development, housing and the environment. The
Department of ﬁrban and Regional Development, however, challenged
some of the traditions within the buresucracy, pontestod the
division of the functions on the basis of specialisation, and
even ran up against the conservative philosophy of Treasury.

There were problems with D.U.R.D., however, and with the
nature of some of its programs. The¢ programs were often

" developed in an elitist way, by "expert" planners working at
the top rather than in response to the demands of involved
people. That partly accounts for the easy destruction of the
department and the emasculation of its programs by the Fraser
. Government. The programs were largely mop-up exercises,

| attempting to fix up some of the consequences of years of
neglect and unplanned decision making.

I o major lessons came out of our experiences with D.U.R.D.
The first is that the strength of Labor's activities are
depencent on thé active support of a strong, broad-based
movement of people. The second is that our focus needs to be
more clearly set on intervention into the causes of the probiems

as well as amelioration of the consequences.

There are other lessons, too, in terms of the nature of
relationships between the Australlan, State and Local Governments,
and in terms of the financial authorlty of an urban and regional
affairs department. ‘

That is, even if we were merely concerned with the same
problems in our next period of government we would operate in

a different way as a result of our previous experiences. We



would attenpt to base the programs moire directly on the

'

involvoent of people where they live; we would be more
directly interventionist and we would try to establish more
co-operative links across the different levels of government.
But we are now facing dif{ferent problems. The old I]‘)ro}‘)]c-n_'..":
have been heightened and added to. Our new responses will

not be adequate if they are only based on past practice.

Labor's urban and regional affairs policies take account

not only of our past experiences but also of new realitics.

An increasing number of people are finding that their jobs
arc becoming more insecurxe, more fragmented, more routine
and more degraded. People are finding they have less access
to employnent and lese control over the conditions of theix
employnent, and they are finding their jobs are paying them

lege in real terms.

But the problems are not only being experienced by people

where they work. They are also experienced where they live.

An increasing number of people are finding that they face

more insecurity, more fragmentation, more routine and more
degradaticn in the major cities they live in. People are

finding they have less access to housing and community services
and- less control over the decisions that affect their daily
lives. And they are finding the essentials of living are costing

them more in real terms.

Labor's first priority is the restoration of full employment
with improved living standards. ' To achieve that objective
Labor needs to be active in the Parliament, through the unions .
and with the rank and file party members. We need to redress
the conservative propaganda aimed at blaming the victim by
saying to the unemployed "it's not your fault",by intervening

in the development of industry and by creating rewarding jobs.
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Wle face a sitwvation where there are around 400,000 people
officially classified as unemployed. If we add the "hidden"
unemployed we can double that figurc to amount to 12 per cent
of the workforce. The experience of unamployment, however,
varies according to age, sex, ethnic background, occupation
and location. For example, according to the Commonwealth
Employment Service there are about 20 people unemployed for
every job vacancy on a national level. But for young pecople
in Mt. Druitt in Sydney's outex-western suburbs there are 300
unemployed for every vacancy. The fact of unemployment is
leading to a reduced ability of pecople to buy houses and to
maintain themselves in homes. For home buyers the ratio of
bad debts to insured housing loans has increased from 1 to
1000 in 1972-73 to 1 in;728:in . 1978~79.

After employment, housing is the most important determinant

of a person's-well-being.

The statistics indicating a crisis in housing are almost as
high as those indicating an employment crisis. There are an
estimated 270,000 persons permanently living in caravan parks.
There are around 100,000 people on the waiting list foxr public
housing. There are around 50,000 people in New South Wales
alone without homes, who have to take to refuges, cars, parks
or toilet blocks to find somewhere to sleep. In Victoria alone
there are 3,000 emergency housing inquiries each month, and

an estimated 15,000 homeless.

We have an anomaly wherec in spite of the need for housing there
are vacant dwellings (about 8 per cent of total housing stock)
that governments should purchase to increase their stock cof
public housing. But governments themselves are tending to

sell off public housing, leaving a gap for those in need.

And we see the unjust situation in Canberra where unemployed
people are being evicted from government housing that remains
vacant.



The Menderson Comvission of inquiry into poverty suggusted

that people sperd no more than one quarter of their disposazble
incoire on housing. But the cost of rent and repayments of loans
is now so high that a large number of people are spending about

half their income or more on housing.

According to the Real Estate Institute of N.S.W. the cheapest
rental accommodation for a single person in Sydney is around
$50 per weck. But the weekly unemployment benefit for a single
person under 18 ycars of age is only $36 and over 18 years
$51.45. If they share a house the cost can be brought down

to around $20 per week. But sharing often means overcrowding
in houses that were not designed for more than an adult

couple and onc or two children.

For an unauployed counle with two childrcn the weekly
household income from unemployment benefits and family
allowance is $112.22. Weekly rent at the cheapest available
level accounts for 45% of this income.

For people in this situation life is reduced to basic survival.
There is no prospect of home ownership. ‘There is no security.
They are forced to adjust their living standards to the’
increasing rents on the inadeguate market.

Over the last year private rents in Sydney and Melbourne have
incfeased on average by 20%. Nationally, the price index of
private rent has risen betwecen December 1975 and March 1979

by 17.9%. But governments have been shifting to a system of
"market rents" so that the price index of. govermmént rents over
the same period has increased by 48.7%.

The average price of an established house in Sydney is around
$58,000 and $47,000 in Melbourne. Those prices are rising
rapidly in the inner city areas. Mcst available land for
housing is in the outer suburban areas where ordinary building
blocks average around $14,000. The impact of speculation in
land by privatec developers and finance ccmpanies, especially
in Melbourne, has been to increase the rate of increase in
land prices.
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There are very few houses that can be bought for less than
$35,000, a pricc that demands a deposit most low income
earners do not have and loan repayments they cannot afford to

maintain.

Since the Labor Government budget of 1974-75, when $373
B million was advanced to the states for housing we have seen
a cut to $260 million. TFederal budget outlays on housing

have been reduced from 3.9 per cent of total outlays in 1974-75
to 1.3 per cent in 1978-79.

Accordingly, the states have cut back on the provision of
public housing. The N.S.W. Government estimates that the
cutback announced at the Loan Council will mean a reduction
in the public house¢ building program from 3,000 houses in
1978-79 to 1,100 in 1979-80.

The effect in Tasmania will be even greater. In most states,
public housing accounts for around 10 per cent of new dwellings
each year, but 20 per cent in Tasmania.

The Indicative Planning Council fox housihg stated in 1its

iatest report that cffective demand for new housing is determined
in the first place by the ability of people to meet the costs

of buying and heclding an owner occupied dwelling. Access to
housing is inequitably based on access to credit, which in

turﬁ is dependent on a stable and predictable income, which

only an elite can now presume.

The economic crisis has meant that the need is increasing but
the demand is falling. It has meant a real cut in the spending
power of low and lower-middle income earners. Consequently,
the Council has downgraded its estimates of demand for new
housirg from 127,000 in 1976-77 to 120,000 in 1978-79.

. The Council argued that this downturn had affected employment
in the building industry. First, there has been a loss of
jobs in the building and construction sector of 61,500 across
Australia since June 1974. Unemployment in the building and
construction sector has risen from 13,700 in August 1974 to

L 37,500 in February 1979.




~he Indicative Planning Council argued that this employment
downturn has caused a shift ¢f skilled workers out of the
building industry raising longer-term problems of capacity in

m

+he industry. The Council has reduced its estimate of the
industry's capacity from 150,000 per year in 1976-77 to 140,000
in 1978-79. AL the same time we are seeing massive exploitation
of the surplus labour displaced from the building industry

in the "body hire" schemes to which an increasing number of

workers are subjected.

The Council noted that there is currently an under-utilisation
of capacity in the building materials industry of between

20-40 per cent, and in some items of 50 per cent. In response,
materials supplicrs have increased their prices to maintain
nrofits so that the building materials price index has risen
over the last twelve months by 8 per cent. Those increases
will feed through into the total economy in the form of rising

inflation.

In the housing area alone, then, there are massive problens

that require strong interventionist responses by the Government.
Labor s housing policy addresses these prdblems and includes
among its proposals the encouragement of local initiatives in
the provision of housing through local government, regional
groups, cost-rent associations and housing co-operatives;

the re-establishment of the Australian Housing Corporation;
renegotiation of the Commonwealth-State Housing Agreement;
selective urban consolidation programs; the phasing out of

"market rents" in public housing; and assistance to low

energy hcusing projects.

Labor's concern for the problems of the increasing inequalities

in housing is based on our need as a party to respond to the '
difficulties experienced by the class we represent, whose living
standards have been directly attacked by the Fraser Government.

Housing is an immediate area that requires urgent attenticn

by a Labor Government. But it is not the whole of the problems

developing in our cities.
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The roduced supply and increasing prices of oil demand that we
consider the patterns of domestic, industrial and transport
energy consumption. The car-based city, poorly serviced by
public transport is extromely vulnerable to the emerging
pressures on petrol use. Those living in the Qutlying subvrbs,
especially the lower income earncrs, will be affected most.

Their mobility will be significantly reduced.

it is clear that we have to increase the availability of

publiz transport, constrain the development of inner city
freeways, decentralise office space out of the central business
districts where around 20 per cent is unused, and promote the

use of low enexrgy vehicles, such as bicycles.

The energy problems are also related to broader difficulties
emerging in our cities. As we develop more energy-intensive
resource-processing industries )e.g. Alumina smelters) whose
power and other facilities are subsidised by government, the
availability of energy for the public is likely to he reduced
and the costs increaséd.

As we develop technology intensive tertiary industries (e.g. word
processors) based on computers and micro-processors, the need
for cffice space and the availability of jobs is likely to be
reduced. As the production and distribution sectors become
increasingly concentrated the more the character of our cities

will be transformed. .

We cennot predict the nature of the impact of the changes

in our industrial structure on our major cities and provincial
towns. Our policy proposes expanding rescéarch into these
guestions. But in a general way we can already see that the
development of extractive industries in Queensland and Western
Ausfralia and the decline of labour-intensive manufacturing
industries in Victoria and South Australia especially is
bringing about a major fragmentation across Australia.

The iImpact in Victoria and New South Wales in terms of the

location of jobs is rapid and profound. The decline of clothing,
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Laboxr recognises that the quality of life for the people who live in major
cities and non-metropolitan regions is significantly affected by the
nature of.industrial and commercial development in those areas.

Tie lack of co-crdinated planning of industrial and commercial development
in the past, and the lack of seriocus government attention to the conse-
guences, has meant that there are now accumulated and interrelated
preblems that remain unresolved. These problems while largely caused by
narrow economic thinking by private firms and statutory autheritics have
been left for resolution at public expense,

But the present changes taking place in the Australian and the world
economies are bringing about problems of a different order, that arc deep-
scated and long-term. There is a declining availability of jobs.

. There is increasing cost and wasteful usage of limited non-renewable

. encrgy resources. There is increasing pellution of the environment.

- There is increasing inequality in the distribuvtion of wealth. And there
is a conseguent deteriecration in the adeguacy of community services.

Trhe causes of these changes are deeply rocted in the movement towards

- concentration of international capital. Control of Australian production
is becoming vested in fewer but larger firms, increasingly foreign owned.
The result is growing capital intensity of production leading to higher
energy consumption and greater use of labour displacing and environmentally
_insensitive technology. These firms make their investment and location

- decisions with little concern for the impact on Australian society.

The increasing concentration of capital is leading, on the one hand, to
over centralisation of central business districts in major city centres
and, on the other, to the detericration of living conditions and the
enviromment. These trends have led to heightened demands on existing
wban and regicnal facilities that are already deteriorating and are in
need of rehabilitation.

At the same time demands for entirely new services are being generated
as capital reguires increasing subsidisation of private investment, in-
ciuding the provision of public utilities to support industrial deveclop-
ment, and programs of housing relocation assistance.

The decline in the birthrate, reduction in the migration program, the
ethnic diversification of the population, the ageing of the population,
increased participation of women in the workforce, environmental degrada-
tion and increasing inequality in the distribution of weolth are all major
demographic and social changes which have cccurrea air tht swaee time as

the profound changes in the economy.

Current and emerging problems require that Jocal, State and national
governments work together and co-ordinate their programs to intervene
in new ways toward the objectives of providing security of employment,
equitable nanagement of energy resources, pianning of production and
distribution, protection of the environment and cxpansion cf ccmmunity
services.




iv Labor Government will:

within the.context of national cconomic planning, work closely with
the States in developing co-operative arrangements for devising urban
and regional policies to tackle the problems of the 1980's.

Use "its powar over flows of public sector and private investments to

cnsure full cwmployment is achicved, that all Australians are adeqguatcely
Loused, that cnergy resources are used cfficiently and the enviromacnt

is protccted from exploitation inconsistent with the long teum well

being of the Australian people.

'

Use its powers in co-operation with the States to locate jobs and

functions so that futurce developnent can be co-ordinated with chanuing
population trends and national settlement patterns, for example it will

use industry assistance policy to crcate jobs in areas of high wiemploymant.

Use its powers over taxation policy to eliminate the incentive for spocu-
lJative dealings in land and property.

1

“ncourage citizen participation in decision making in all matters related
to the development and adwinistration of cities, regions, rural communitics
and the management of the environuent.

RATICNAL URBAN STRATEGY

In co-operation with the States and local Government, develop and implenent
a national urban and regional deveclopment stroteay consistent witly the
projections for Australia's population growth, both as a result of natwral
increase and immigration, as the basis of its long-term policies in this
ma’jor arca. Labor will have regard to the nced for urban, rural and
regional economic planning and long-term resource planning. Labor
recognises that energy conservation should be a key objective of this
.strategy.

Require the development and monitoring of an Urban and Regional Budget
Program to co-ordinate the resources allocated for investment in urban and

/
regional services by the Australian, State and Local Covernments.

Negotiate with, advise and assist State and ILocal Government in the
preparation and implementation of urban and regional plans which will
take full account of the plans' social implications and provide for the
extended participation of local citizens. : "
Esterlish a Department of Urban and Regional Affairs, concerned with the
impact of private and government decisions on the living conditions of
the Australian people, and having responsibility foxr implementing Labor's
Urban and Regional policies.

Functions of the Department would include:

= F . ' urban resource allocation aud investment in fixed

. social capital, with particular regard te land use, hcousing, transport,

" recreation and the urban environmant, developed in co-operation with
the respective department; and the States;

- promoting research into urban questions;

~ promoting cffective liaison between the: Australian  Seate Toerritory
and Local governacnts.




7O chiate bdenced vrban developuent, parvicularly in the central
busincus districts of major cities, co-ordinate property investment
angd dovelopnont progvems by both the Austialian Govermment and iis

instruaentalities and by foreign companies and insurance companies.

Initiate new policies for sclective urban consolidation using exist-
ing public facilities, where the social fabric of an area is not
destroyad. i

!

' In consultation with the trade union movement and other affected
partics, support the creation of major car-frece pedestrian zones,
particularly in the central business districts of major cities to
benafit pedestrians and relieve air pollution.

act to encourage and where nccessary to reguire the private and
public sectors to provide in major commercial developnwents such as
office BMlocks, community, recreational, and sporting facilities for
use by office workers and, where appropriate, the general public.

URBAN AKD PULLIC TRAHSPORT

ensure that investment in public transport is given prioxity and
that al)l investment in land transport is consistent with:

the urban and regionzl development strategy developed in co-
operation with the respective departments and the States;

1
a policy of energy conservation and use of renevable enexgy
Xesorices;

and & recognition of existing major 2ir and noise pollution
problems resulting from over-dependence on road-based private
transport. -

Encourage State Governments to focus urban developrent away from
the central business districts of our large cities, to select sub-
metropolitan locations on the public transport system, to improve
employment, social and cultural opportunities and to spread the
transport load over the system and stop wasteiul expenditure on
inner city freeways and inner city car parks.

Encourace the use of bicycles for both transport and recreational
 purposes.

HOUSING

STATLMERT OF PRINCIPLES

The Labor Party believes that every Australian residemt has the
right to adequate and appropriate accommodation at a price within
his or her means. Conversely, residential developyment should be
directed towards a variety of housing types comnmensurate with the
differing needs of people of differernt ages, family circumstances
and cultural values.

Housing accommodation should provide the occupants with security

of tenurc, reasonable autonomy of action and privacy. This should
apply coually to owner-occupied houscs and tenanted howsing whether
publicly or privately owned.

177.
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to families on Jow and moderate incomes in achiewving home owvacrship and
wmeot ina corta of roental @ccommedatl en, Tt also mamimises the degroe of
choice offfexred fto the individual regarding types of housing, tenure and
location.

It is the mational government's responsibility to regulate the flow of
funds for, amd to maintain employment opportunities im the building
indusixy.

Lebor belicves that the achievement of these goals and the development
of an effective mational housing policy reqguires the closcest consulta-—
tion between the Avstralian State Territory and Local Governments,
Unions ang the housing industry.

HATIONAL ROUSITIRG POLICY

A Labor Govermment will develop a national housing policy within the
framewor® of mnational economic and population planning and aimed
specifically at:

- improvemenis in research for forecasting of futwre housing neads

- asscssment and monitoring of housing conditions throughout
Zuvstralia

- co—ordinatiqn of existing Commonwealth funding for housing programs,
including the raising of existing Commonwealth swupplemcentary
i benefits for housing to realistic levels

- encouraging the participation of institutions, local government,
i regional and community groups im the identification of housing
problems and in the planning of comprehensive howsing policies

- preparation of a Green Paper on housing problems which outlines
government goals and objectives.

CO-OPERATION WITH STATE TERRITORY AND LOCAL GCOVERNMENTS

The National Housing Policy will involve the Federal Government in

joint undextakings at the state, regional and local level with a view

to: £

- enconraging local initiatives in the prowision of housing through
local government, regional groups, cost-rent associations and
housing co-operatives;

- promoting the removal of inconsistencies in stamdards, reguirements
and regulations which impose higher costs;

- assisting in the development of experimental and low energy housing
projiects using altermative planning and engincering standards.

HOUSING INI1ITIATIVES
A Labor Government will undertake a number of new imitiatives to
assist and promote access to home ownerchip and prowvide an adeguate

supply of low cost rental accommocation, through:

(a) The Australian Housing Corjporabtion
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Fe-csteblishing the Australian Heusing Coirporation which will

(i)

(1i)

Secure the cash flows necessary to maintain produnction and

- sale of housing, and to essist home ownership, consistent

with need, in desirable environments;

Raise funds on the market and buy and sell wortgages on
terms laid cdown by the Australian Government, to provire
greater stability to the howme finance markel;

Introduce new mortgage schemes, such as deferrcd’ repayment,
to help poténtial home buyers to bridge the deposit gap;

Frovide finance for rental housing schemes;
Develop measures to assist home renters to overcome the

economic disadvantages they suffer as comparcd with home
owners.

(1) The Commonwealth-State Bousing Agreecment

(c)

Re-negotiating the Commonwealth-State Housing Agrecment with
State Governments in orxder to:

Ensure that State Bouzing Authorities are provided with
continuity of funds on a three year basis. ‘

Increace the supply of public rental housing through the
use of funds for rehabilitation programs and the acquisition

of exisling housing in a variety of locations and house
types. ’

Phase out eligibility requirements for public housing,
giving pricrity to low and moderate income earners.

Aholish "market" rents for public housing and provide public
housing on the basis of capacity to pay.

Introduce a Commonwecalth-funded minimum national rental
rebate system based on tenant's capacity to pay.

improve the management of the public housing stock and
encourage consultations with housing consumers.

Ensure public housing authorities are funded to provide
adequate cemmunity services.

Rural Housing

acknowledge that the Commonwealth has a role to play in the pro-
vision of rural housing and investigate suitable methods such as =

Initiating a housing program for sale or rental for farmers
and rural dwellers according to their necds, prefercnces and
incomes at standards comparable to those in cities.

Encouraging local authorities to act as agents for state
housing authorities in the construction and provision of
public housing for rural dwelloers.
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(d) Home Juproveaent Program

Introducing & national Home Improveuent Program adudinistered
through State and Local Governments to:

(i) Provide funds for State and Local Authorities to undertake
assescment of local housing steck.

(ii) Assist households on a means tested basis with loans for
* repairs and maintenance.

URBAN LAND

Py

In co-operation with the States and Tervitories, an hustralian Labor Govern-
ment, through the Department of Urban and Regional Affairs, will:

Intervene in the land market to ensure that the supply of land is ade-
quate to meet demand and that land for urban development passes through
public ownership as it is converted from rural to urban use.

Co~ordinate the activities of all Land Commissions and Urban Land
Councils in accordance with the principles of a National Urban Strateqy.

Establish strict safeguards to prevent the waste of public funds in
lané purchases, and require that rural land destined for urban develop-
ment be purchased at rural prices. i

Seek to ensure, through bilateral agreements with the States, that in
disposing of land -

(2) in growth centres or land held by Land Commissions or Urban Land
Councils, residential land be frechold subject to improvement
conditions and reservation of development rights;

(b) commercial and industrial land be held on a leasehold basis,

subject to an annual land rent with periodic review; and

(c) government land be held on a leaschold basis, subject to a premium -’
lease payment.

REGIONALISM

.

An Australian Labor Government will, in co-operation with the States:

Pursue a policy of bringing about economic, social and cultural eguality
between people in the different regions of Australia. To this end it
will cnsure that employment opportunities and access to social,
commercial and cultural services are shared fairly and without creating
environmental problems.

Encourage decentralisation to, and the growth in, major rural cities
where natural growth occurs, and where development is in accordance
with the National Urban Strategy and the following principles:

(a) the full co-operation and agreement of State and Territory Governments
will be obtained before choosing rural cities for accelerated growth;
and

(b) priority to be given to selected rural cities under existing

hustralian and State Government programs aimed at improving
standards, amenities and ccmmunications.
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ov-rart regicnal authorities to enable them to crente sjobs by strongthoning
tlhic rogiongl Cconuiny. In paxticuluy, a Laber Government will assist
avtlorities te enter into partnership arrangements with private entoer:ice
to attiract new ecconomic activity and to support local initiatives.

To assist decentralisation conduct an inguiry into telecomnmunication
charging, including uniform standard call charging within regions and
uni form moderate charges for telephone connections.

In co-operation with the States, work to decentralise National and State
government services to sub-metropolitan centres, major rural cities and

regions, in order to provide more equitable access to employwment oppor-

tunities, services and the facilities provided by Covermments, end also

reducing pressurcs on over-centralised capital cities, provided that -

(a) the relevant unions and the employees affected are required to he
consulted before any transfer is made;

(b) employees who may, after a full process of consultation, be reguired
to transfer their place of living and employment in ordexr to retain
an appointed position, be given adequate notice so that all necessary
personal and family arrangements can ke made; and

(c) emploiees of Rational and State organisations affected by decentral-~
isation on transfer programs, who for personal or family reasons do
not wish to change their place of living and employment, be given
reasonable alternative employment opportunities where practical in
their existing work centre. '

Encourage community development through support for local and regional
groups concerned with social development, including the making of expert
assistance available to individuals and groups affected by planning
proposils. . :

IOCRL GOVERKMENT

Labor is committed to the recognition of local government:

* a5 a genuinc recognised partner in the Australian Government system,
with rights and responsibilities;

* .in state constitutions; .
* as autonomous, with its own bona fide electorate; and

* with its own revenue sharing responsibilities;

.

* which ought not be suspended by another level of government without
formal rules and proper enquiries, hearings and appeals;

* as a general (multi-) purpose personal level of government which
cught to have a role which is not strictly limited, and given per-
mission only to undertake a limited range of activities. It should
be positively encouraged to include selected enterprises and use its
initiative; : :

* and to its representation on the Council for Inter-Governmental
Relations. It should be actively involved in inter-governmental
consultations and agrecments, especially those affecting it
financially;




*  and will seek the sumport of Local Govermient for the inclusion of
a loceal governmaent yepresentative on the Loan Council and for power
of the Rkustraliazn Government (o borrow on its behalf,

Labor recognises three fundamentals about our Federal system of govern-
ment, namaly that:

(1) within a three level government system there is a need to balance
the functions and finances of cach level to ensure the adequate
development of serxrvices and natural and human resouvrces;

(ii) between the three levels there ought to be consultation, co-
operation and joint evaluation of public programs;

(iii) the three levels of government need to be involved in setting
priorities and broad targets for the standarxds and quality of
community sexvices and conditions that their combined efforts
are aimed at producing.

COHSENSUS ON LOCAL GOVERNMENT RESPONSIBILIYIES

Labor believes that Local Government should have its auvthority and re-
gponsibilitics more clearly defined recognising the need for diversity
between States. A Labor Government will therefore prowote and partici-
r“pat:e in a discussion and inguiry into the desirable range of functiens,
if-::ating and recvenue raising, principle of organisation and cperation,
and the principles, of inter-government relations, for modern local:

governent. This inquiry would L undertaken with States, local
government and coimmunity organisations.

REVENUE SHARING ARD LOCAL GOVERNMENT

Labor is comuitted to sharing with local government at least 2% of the
federal personal income tax of the previous year. In the event of the
real value of federal net personal income tax collections ever falling
between years, a Labor Government will maintain at least the real value
devel of the previous vear, i.e., the provision of gencral (untied) revenuve
assistance to local councils by a proportion of the revenue raised by the
‘pational government.

'PRINCIPLES OF DIVISION OF THE REVENUE SHARING GRANTS

The major factors to be considered in reaching recommendations on revenuc
‘grant levels between all local govermment authorities will include the
following:

'*+ a capitation grant comprising 30% of all revenue sharing funds will be
given to all councils; ‘

* a second part, a 'needs' or 'topping uvp' component will be added to
the capitation grant based on the following criteria. This would
comprise the other 70% of revenue sharing grants:

(1) assessment of disabilities in the revenue basc or capacities of
the area;

(i) assessmont of expenditure, disabilities, such as the character-
.stics of the council arca's demography, topography, geography
and geology;
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(iii) assessment of the relative needs of the erea's population ang
the level of sexvices available to them (especially those Pro-~
vided by the Council).

THE AUSTRALIAN GRARTS COMMISSION

Will be responsible for calling for applications for general revenue
grants. It will report publicly on its advice to the Australian
Government.

The Grants Commsi.ssion panels examining Councils' needs in each State
will include State and local government nominecs., Provision will be
made to receive public submissions.

LOCAL GOVERWMENT AND SPECIAL PURPOSE GRANTS

In addition to its commitment to general revenue assistance by revenue
sharing, Labor is committed to assisting local government by special
purpose grants to be allocated on a necds basis.

These grants will absorb a number of existing special purpose grants,
into a series of broadly based grants with greater discreticn at the
local level.

These special purpose grants will give priority to regional and community
development activities, and programs to alleviate the growing unemploy-
ment problemn. ' s

In addition, special assistance will be given to assist co~-operative
activities between local government bodies on a regional basis.

THE NATIONAY, ESTATE

Through the Lustralian Heritage Commission ensure the annual funding of
projects to preserve, protect and enhance the National Estate, using as
the guides for financial assistance the register of the Rational Estate
compiled by the Australian Heritage Commission, and registers compiled
by any equivalent State bodies.

Through the Australian Heritage Commission, the Australian National Parks
and Wildlife Service, and related State'organisations, seek to achieve

as quickly as possible a system of well-managed national parks, reserves
and wilderness areas which protect adeguate ang representative examples
of all Australia's diverse environment and the genetic material they
contain. Y

THE NORTHERN TERRITORY

Establish a specialist division of government for the development of
Korthern Australia comprising experts in the various fields of social,
physical and biological sciences. The division shall act as a planning-
co-ordinating authority functioning in Cco-operation with the States and

the Northern Territory through a representative committee in Northern
Australia.

v¥here appropriate decentralise those functions of Australian Government
Departments and instrumentalities relevant to the administration and
development of Northern Australia.
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Crart Ztotchood to the Horthern Territory only after a plebiscite of
Roy choern Territory citizens eligible Lo vote at a Rorthern Territorvy
Legislative Asscmbly election, after the fullest consultation with all
sections of the community, and after securing the rights of Aborigines.

Given the energy crisis and recoygnising the defence value and greater
efficiency of rail over other forms of land transport, carry out

a cost-benefit examination of the feasibility of extending the Tarcoola-
Alice Springs standard gauge railway line to Darwin.

Examine Australian Government tax policies as they affect the cost of
living in Northern Australia.

Recoyni oing the potential of the Tourist Industry to Northern Australia,
upyrade the airport at Darwin to international standard.

accelerate the completion date of the Yulara Tourist Village at Ayeyrs
Rock.
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THE AUSTRALYANR CAPITAL TERRITORY -

fhis Conference, recognises Lthat -

Australian Government policy 1s a principoel determinant of the

level of cconcmice activity, especially in the buildinz and constiuctic:
industry and the personal and social well-being of people in the ACT.
Expenditure cuts and lowered staff ceilings have contributed to the
high and rising unemployment, personal hardship, and reduced public

service effectiveness.

The systen of local govermment in the ACT is inadequate in reorescuting
the needs and democratic rights of the people of the ACT.

Accordingly, this Conference recommends that -

An inguiry be held into the organisation of govermment in the ACT to
investigate and recommend alternatives.

Axbitrary staff ceilings be lifted and replacvd by realistic public
sector manpower planning.

Creater stability in funding of capital works projects through the
Augtralian Government budget in the ACT be guaranteed to assist industxy

and commerce.

The role of Canberra be promoted as a national capital aund repgional
centre, with more diversified cmployment opportunities.

HOUSING LOANS INSURANCE CORPORATION

This conference condemns the proposed sale by the Fraser Government
of the Housing Loans Insurance Corporation, recognising that HLIC -

2 has been a highly successful initiative of the Laber Government;

b was established, in part, to assist the less well-off hcme buyers
to obtain finance for housing; and

¢ Js consistent with Labor's principles and objectives
Recognising that the low to middle income earners are now and will

continue to face increasing difficulties in obtaining access to
housing loan insurance market,
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