Labor Government and the Reform
of the State

One of the most important debates within
contemporary Labor and left circles concerns the
apparent failure of state axxd national Labor
Goverrments to realise major social or econamic
refam objectives, In fact same would go so far
as to argue that the modern Labor Goverrment has
becane almost indistinguishable fram its Liberal
counterpart. This article seeks an explamation
of refam failure through an examimation of the
character of the policy process. In two
important cases, it is argued, Labor lost
battles over policies it was mroposing because
it took the mture of existing relationships
within the state for granted.

THE NATIONAL REHABILTTATION AND COMPENSATION
SCHEME (NRCS)

There can be little doubt that the Whitlam
Govermment's campensation scheme was one of the
most radical pieces of 3ocial reform bought
before a post-war Australian Parliament. It
proposed to remove the private insurance
industry fram the workers' compensation and
third party motar accident areas and to severely
limit the appeal of most forms of personal
accident and sickness insurance. In July 1974,
the Whitlam Cabinet agreed to introduce a
Compensation Bill which would replace these and
other aspects of the national patchwork of
injury and sickness schemes with one single
arrangenent whereby all citizens would receive
twenty-four hour cover for all forms of
disability. In the words of the 1974 policy
speech, the Goverrment would seek to reduce the
"ardships imposed by one of the great factars
of 1rxiegular1ty in society - irregularity of
luck"

Common law actions through which victims of
industrial and other accidents and illnesses
contested their claims befare the courts would
also be abolished, as would the lump-sum
payments granted to victims as once-off
compensation for their pain, disability and
income loss. Instead, weekly payments would be
provided to those affected through a centrally
organised national compensation office., The
various state campensation arrangements would be
abolished as would the prevailing means test far
sickness benefits, An earnings-based system of
payments would take over fram the inconsistent
and often incdherent mix of private, state, and
rational benefits available to the commmity; a
mix which all those involved regarded as
wgently requiring refarm.
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The Govermment's method of developing the NRCS
policy raised little coment. Yet the choices it
made at the very earliest stages of policy
Preparation influenced its capacity to get its
legislation passed and implemented.

The framework for the scheme was not new. It
oved its origins to the New Zealand system first
proposed by a 197 Royal Commission chaired by
Justice Woodhouse, Whitlam met Woodhouse in
1970, discussed compensation arrangements in
Australia and left the judge with a comuitment
that he would approach him again concerning a
possible Australian compensatiom scheme.

In 1971, with Whitlam's strong suppart, the ALP
adopted as mational policy a comitment to the
provision of national campensation cover for all
citizens, Whitlam included this concept in the
1972 election manifesto, turning it fran a broad
statament of intent into a policy priarity. In
March 1973, at the Prime Minister's initiative,
a Comittee of Inquiry, with Woodhouse as its
chairman, was established to report on the
‘manner of instituting and administering' the
scheme? The other Camnittee member was Justice
Meares of the New South Wales Supreme Court.

The Comittee Report provided a scathing
critique of the existing mix of private
insurance and goverrment campensation coverage.
It also did its best to fuel the Labor interest
in thorough-going reform: "concessions, we
think, ought not to be made in favour of
outmoded institutions for mere reasons of peace
and quiet"3 Nevertheless, when it introduced
legislation for a full sickness and injury
scheme in October 1974, the Govermment made 1t
clear that while camritted ™in principle. 1'1
(was) not committed to every detail of it™

The Goverment, through Treasurer Frank Crean,
was at the same time attempting to establish two
consultative committees with the insurance
industry to exemine the difficulties they would
face when the scheme was implemented. This, and
the Govermment's other efforts to test the
reaction of those affected, were soon
overshadowed. Both the Liberal Party and
important parts of the labour movement were
expressing doubts about the desirability of the
Woodhouse proposals, On October 30 the Semate
decided that it was not prepared to pass the
NRCS legislation and that instead it would refer
the matter to its Standing Committee on
Constitutional and Legal Affairs, This course



of action was sponsored by Labor Sematars and
received the support of the Minister responsible
for the legislation, who told the Senate,
anngst other things, that he found himself ™n
the position of...being amazed at (his) own
moderation® and that he did "ot want to achieve
same footnote in history as being the Minister
who was responsible for same disastrous piece of
legislation®.5

During its nine months before the Senate
Camiittee the NRCS legislation became the focus
of an organised and articulate attack by
lawyers, insurers, and trade unions, each of
which had much to lose should the Woodhouse
propcsals be implemented, The Committee
reported in July 1975 that the Bill should be
withdrawn. Labor Senators joined opposition
mambers of the Camiittee in raising doubts about
the financing of the scheme, the desirability of
eliminating common law actions, and the
feasibility of providing national earnings
related sickness coverage for all citizens!

The Govermment, through the Department of
Repatriation and Compensation, set to wark to
close sare of the gaps identified by the Semate
Camrittee. On 14 fMugust 1975, Cabinet agreed
to drop the attempt to provide sickness cover.

Several proposals concerning the financing of
the scheme and assistance to private insurers
were also prepared, Cabinet and Caucus agreed
o the new policy in late October and drafting
of the new Bill was in train when the Goverrment
was removed in November 1975.

THE NATTONAL INVESTMENT FUND (NIF)

Like the Compensation Scheme, the National
Investment Fund (NIF) proposal was part of an
interventionist strategy adopted by the Whitlam
Labor Govermment, It was in fact a policy which
was introduced in tandem with another; a
proposal to reform the Australian Industry
Development Corporation (AIDC). In essence the
AIDC was a form of capital-welfare measure
implemented by the Liberal-Country Party
Coalition in 1970. It was a device designed
principally to fill finance gaps for Australian
firms wanting to expand but unable to find
support in the existing local capital market.

In August 1973, Labor's Overseas Trade Minister,
Dr. Cairns, introduced into Parliament a Bill to
expand the role of the AIDC by lifting the
constraints on its borrowing powers, and to
enable it to raise funds both locally and
overseas. The new Bill was also a measure aimed
to widen the scope of the AIDC by permitting it
to assist a wider variety of firms, It would be
able to buy equity in firms which it proposed
to assist and to actively seek investment
opportunities, rather than continuing to wait
upon applications fran companies in difficulty.

41

To finance these expanded operations, Cairns
proposed to establish a National Investment
Fund. The debates which followed tended to
regard the two Bills as one, although as it
tuned out their fates were different. Nor was
there any intrinsic link between them, While
shart term considerations encouraged the view
that the NIF was to be a finance arm for an

-expanded ATDC, it could equally have been used

far direct goverrment investment in a variety of
public and private sectar schemes.

The NIF proposal rested squarely on a view
amongst sane Labor leaders and advisors that the
resources of large superanmation and endowment
insurance offices ought not to remain outside
public control.T Instead, the Federal
Goverrment should require them to contribute to
a matimal find, which it would administer and
from vhich the inswrers and other institutional
investars would derive an interest dividend., In
addition, Labor argued, there needed to be a
means for "the ordinary Australian to
participate in his [sic] country's
develoment"8 So the NIF would take individual
deposits as well,

Labor's interest in the investment role of

insurance offices was informed by widespread
criticism within the labour movement of the
prevailing pattern in such investments., In
particular, Labor MPs attacked the increasing
tendency far such investments to be concentrated
in speculative, quick-profit property
developments in the commercial districts of
capital cities. These ventures were regarded by

Labar as "nhedges against inflatim by people who
have not used the ariterion of the Australian
national interest vhen making their investment
decisions".9

The NIF would obtain the participation of
insurance campanies and fimancial institutions
by requiring them to increase their investments
in Camorwealth Securities by ten percent. It
would also seek individual contributions.
Cairns argued that the “"purpose of the NIF (was)
to provide far the ardinary Australian a readily
available chance to invest his [sic] savings
into the ownership and development of
Mistralia® 10 Labor advocates of these reforms
were happy to consider them in the context of
the party's socialist objective:




We are not at all reluctant to use the
ward 'socialispf, The ward 'social' is
good; so is the word 'socialism'.
Indeed, it means that the community
itself is involved in these projects.11

The immediate response of the business sector
had been strongly negative, They now lanched a
public campaign against the NIF and AIDC
policies, However it was far fram being a
unified ar overwhelming attack on Labor's Bills.
There were differences amongst business leaders
and oppositin parties

In the Senate, where the Government lacked a
majority, the Bills attracted a tempered
reaction, The DLP, wable to decide its view of
the legislation, led an initiative to refer the
proposals to the Select Comiittee on Foreign
Ownership and Control. Almost immediately the
facade of a wnited business condemmatian of the
policies cracked open. In an attempt to quell
rumours that the ATDC was itself opposed to the
direction of the reforms, AIDC Director and
leading company director, Sir Jon Dunlop, went
before the Committee to make a supportive
submission. He argued that he was "quite
simply, not worried at all about backdoar or any
other socialisation™ He stated that he believed
what Dr. Cairns and other members of the
Govermment have said and that som&llsatlcn was
™o part of the AIDC's fimctions",

Dunlop's endorsement brought a strong reaction
fram his fellow members of the Board of the Bank
of New South Wales, They immediately asked him
to withdraw his statement of suppart or resign
his place on their board.13 He resigned.

There were also differences inside the Labor
caucus. These came to light in arguments
concerning the work of the Senate Select
Committee.

The committee did not present a report. This
failure reflected the difficulty which it faced
in dealing with the issues associated with these
Bills. Without a favourable report the
Govermment stood little chance of securing
Serate suppart,

The Camnittee experienced both ideclogical and
procedural problems. The first were to be
expected, the secord were unnecessary.
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The original membership of the Camdittee heard a
wide variety of submissions, including the one
fran Dunlop referred to above. It developed a
symathy far the Government's proposals but had
many reservations, However in February 1974 the
Parliament was prarogued and the Bills lapsed,
as did the membership of committees. A new
group of senators was not selected for this
committee until March 19. On April 8 the
Govermment put the two Bills befare both Houses
ance again and the Senmate again sent them to the
Select Committee on Foreign Ownership and
Control. Then, on April 11 both Houses were
dissolved and Labor began its campaign for a
second term :

The two proposals were included in the ALP's
election policy speechll and were reintroduced
into Parliament, in modified farm, on July 16.
The Govermment took this opportunity to
castigate the Senmate far its 'remarkable record
of delay' in considering the original
proposals, 15

Labor's representatives on the Committee took
exception to these remarks, painting out that
the Government had itself contributed
substantially to the Camittee's problems and to
its imability to reach agreement.16 Apparently
undeterred, the Govermment pushed ahead with the
Bills, and the Semate lived up to Goverrment's
expectation b¥ rejecting the NIF legislation in
its entirety.17

DISCUSSION

These two episodes suggest several levels at
which a discussion of Labor's reforms could take
Place. One could, for example, discuss the
extent to which the policy instruments in each
case were appropriate to the needs that had been
identified. Altermatively, it could be useful
to review the policy issues themselves, in arder
to determine whether ar not Labor was addressing
real ard significant problems,

Both lines of inquiry could produce useful
insights, but it is doubtful that they would
tell us anything substantial about these
episodes or about the Labor Govermment, This is
because they rest on rationalist assumptions
concerning the policy-meking process18 Such
assumptions make it difficult, if not
impossible, for consideration to be given to a
mare fundamental issue - the possible bias or
value-structuring within the state itself.
Instead, attention is consumed by issues
concerning policy data, the feasibility of
policy options, and the limits to govermment
resources.

A more illuminating approach considers the
nature of policy-making as itself a primary
question, Both of the episodes outlined above
paint to ways in which the very means of policy



formulation and implementation shaped the
outcane.

In both cases, several aspects of the policy-
making process severely disadvantaged the
proponents of reform. In the national
compensation case this dynamic worked at a
number of levels. To begin with, Labor adopted a
pluralistic approach to the selection of policy.
Its concerns were almost exclusively with a
search for the right scheme or the best
technical solution to the campensation problem
This involved attempts to secure authority
through an election policy camitment and to
import expertise. However the majar problems
proved to be political, not technical.

Conventional policy making procedures only
provide a means for dealing with technical
problems, The Committee of Inquiry is one such
device, However, reform proposals aggravate a
range of economic and bureaucratic interests,
and these camnot be dealt with in arermas that
are primarily designed to seek rational
solutions, Woodhouse had no authority and ne
inclination to consider the political questions
associated with the establisiment of a national
compensation scheme,

The Government's handling of the NRCS
legislation in the Senate indicated a degree of
procedural orthodoxy which can only have
indicated that Labar saw no altermative but to
al los interests opposed to its legislation full
scope to savage it. The Senate was left to
decide its own means of handling this
controversial measure, Not surprisingly it chose
a means disadvantagecus to Labor. The Standing
Cammittee investigation arrangements favoured
those interests likely to want the NRCS vetoed.
The groups best able to get access to camiittee
meetings and to committee members were the
arganised, well comnected groups of inswrers,
lawyers, union officials and doctors who
benefited most fram prevailing compensation
systems.

Further, this Committee provided a well
publicised farum for attacks on the NRCS but did
not have any authority to resolve differences
and secure suppart far the legislation,

In short, the Govermment did little to muster
‘public support, did nothing to find a route
through the Senate, and, at all the stages
between proposing the scheme and its death in
the Senate, allawed its policy to became the
focus of resistance. Where interests were not
overly antagonistic, Labor might well have
obtained camriments of support. The unions,
for example, stood to benefit from a
canprehensive reform of the system  However,
the Govermment's decision to solve the problans
of compensation itself left its potential
supporters with what amounted to an 'all or
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nothing' choice. With a clearly articulated
rogram already announced the priarity far these
groups was not that of getting govermment to
act, but that of stopping it fram doing too
much., The unions owed no obligation to the
defence of the scheme as a whole because they
had not been involved in devising it. As a
result, when faced with the alternatives of
future, hypothetical gains and certain,
immediate losses, they logically chose to do
samething about the latter.

Other potential souwrces of support were left
canpletely silent, The Goverment took no
action to organise and encowrage the various
groups of consumers who stood to benefit fram
these proposals. The means it chose for
pursuing its objectives disadvantaged those few
groups already organised. None had the

‘financial and legal suppart necessary to follow

the policy process through the Labor Party, the
Committee of Inquiry, the Senate Standing
Committee, and the public debates concerning
these issues. Only the unions, private
insurers, and the medical and legal professions
could muster such stamina,

In the case of the NIF proposal, a similar
pattern emerges. The Goverrmment began the
policy process by solving a problem that it
alone had identified, using a means that it
regarded as appropriate. By the time anyone
else was involved, the focus of debate had
become specific and the magor interests had
adopted specific positions in response,  Like
the earlier case, this strategy assumed great
strength and suppart on the Goverrment's part.
It was the approach to policy that one might
expect fram a goverment doing samething that is
wcontroversial so far as the other agencies of
the state and the major interests are concerned.

‘The NIF proposal was both novel and radical. It
aimed to equip the Australian Govermment to
become an equity investar in a potential 1y wide
range of private sector ventures and at the same
time to become an influential actor in the
capital market,

Although reference was made during the debates
on these Bills to the possibility that their
implanentation would mean a decrease in fareign
control of the economy, no detailed argument was
ever presented concerning the impact of the
measures. Without specified benefits it was
difficult to find beneficiaries. This in tun
limited the potential for suppart.

Meanwhile, the method that the Government
adopted to get its reforms through Parliament
again did nothing to generate support, to
improve the proposals, ar to shield them fram
attack. This time there was no public inquiry,
so the advantage of a favourable judicial repart
was absent. Also missing was the substantial



publicity which an inquiry attracts and which
can provide the basis far goverments to educate
public opinion., Instead, the fate of the
refam was allowed to rest with the Semate and
its Select Committee m Fareign Ownership and
Control. Here again, the process favoured those
most able to veto proposals. The Senate
Committee had no brief and no resources to
explare the issue of increased public investment
in detail. Wnat expertise it managed to develop
was allowed to be dissipated by the praroguing
of Parliament in February 1974, As in the
national compensation episode, these conditions
favoured the well organised and articulate
representatives of the banks, insurance
companies, and other business groups, who could
most easily approach Committee members with
detailed infamation and argument.

In both of these cases, Labar did not provide a
means far dealing with its antagonists. It made
no effart either to negotiate with them ar to
reduce their wnity and public credibility. Yet
there was evidence at the time that these
interests were far fram impregnable and that
they were capable of being placated. Had Labar
chosen to include interest group representation
in same part of the policy fomulation process,
it might well have fomd a famila for gaining
the active suppart of at least same key groups.

Further, had it been conscious of its needs,
Labor might have done more to generate suppart
anangst those not already represented in these
policy struggles. These, after all, were the
groups which these policies were intended to

LABOR AD THE STATE

The problan identified in these two episodes can
be summarised by saying that the Labor
Govermment took the existing relations within
the state as given. Its policy thrust was
towards the resolution of probleams out in the
camunity. However, without a reformed state it
proved unable to generate worthwhile policy
proposals and totally unable to get its reforms
implemented. Its choices in relation to the
means far generating and supplementing policies
were arthodox. It relied on rationalist
Jjustifications, and it employed committees,
experts, and Parliamentary procedures in a
conventional way. These means favoured the
opponents of refam They constitute a source
of bi

In so far as such bias is generalised it may be
understood as structured into the state
itself.19 Patterns of public adminmistration,
together with Parliamentary traditions, provide
one level of such structure. Established
relationships between political parties,
departments, and interest groups provide a
second, Both gramt unequal access to policy-
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making to different groups. Both wark to make

some 1issues non-negotiable and

. unchallengeable,20

Labor left these relationships intact. It
sought to use them as a means for putting
refams in place. This served to aripple the
Govermment's already limited prospects.

In arder to develop better refam proposals ard
as a means of securing their implementation
Labor needed to address these questions of state
structure at a variety of levels

First Labor needed to act as an organiser of
certain camunity interestss This process of
arganisation is often described in simple terms
as one of increasing the level of public
participation in the policy process. However,
this may obscure almost as much as it reveals,
No Labor Govermment operating in the two areas
described above would have wanted to further
advantage the insurers, the banks, and the
professions. Participation needs to be
wderstood in terms of the political objectives
of support as well as the social goals of
problan-solving.

In order to get these more specific kinds of
participation, Labor would have needed to

approach the compensation and National
Investment Fund struggles very differently. For
instance, it should not have considered as its
first priority the preparation of a
camrehensive program but should have paid mare
attention to the arganisation of those in need,
80 that their experience could have informed
goverment action. In this way, questions of
knowledge and support: can be answered at the
same time,

Fram this perspective the Government's use of
camiittees and party structures must be regarded
as having been impediments to reform in both
cases, For instance, the adversarial, pseudo-
legal style of Semate Committee investigations
is clearly less likely to provide a favourable
venue for wamen's groups, migrants, local
camuity groups, and consumer organisations
than it is to advantage business groups and
professional associations. Both the cost of
these proceedings and their complex style
mitigates against the generation of certain
kinds of suppart, They also limit the ability
of participants to take a camrehensive view of
policy, Participants in the adversarial inquiry
are farced to fight far a favourable outcame,



not rnecessarily for a fair one, Such committees
have neither the resources to do adequate
research nor the autharity to strike bargains.,
They may perform a role in the education of
parliamentarians but they seldam assist the more
marginalised interests, on whose support Labar
must deperd,

In order to have secured that support, Labor
needed to actively foster the arganisation of
certain 'public interest' processes. There is a
substantial literature that details the ways in
which this can be achieved?2l The methods or
strategies clearly vary accarding to the mature
of the 1issues being addressed. In some
instances, funds may be required so that groups
are able to conduct their awn policy research,
while in other instances governmment,
bureaucratic, and ALP resources may be required
to provide representational arenas, local
inquiries, conferences, and the like for the
interests that lack arganisation.

The point about such strategies is that they not
only enable Labor Goverments to build valuable
political support, but by changing the
relationship between govermment agencies and
public interest groups, they allow Labor to reap
a more productive harvest fram the state itself.
In the language of conventional public
administration studies, these kinds of
strategies provide a new range of 'reference
groups' for bureaucrats and advisars and give

them new sets of 'incentives' by which to judge

their amn performance,

A further point about the broader level impact
of these changes is that they address an
impartant problem which a number of comuentators
have identified. This concerns the alleged gap
between Labor Party policy and Labor Govermment
action. Hindess is right to attack many of the
recent effarts in the UK. to close this gap22 .
Most depend upon strategies to make the Party
more democratic and its leaders more
accountable. In these strategies, the assumption
is frequently made that the party has a
worthwhile policy platform and that what is
absent is a Parliamentary wing mare willing and
better equipped to implement it.

The impartance of debates about party democracy
should not be depreciated, but it would seem
that in the context of this discussion they may
miss the point. The mature of relations within
the state cannot be altered by changing the
constitution ar the rules of the Labor Party.
The problams of inconsistency, betrayal, and
back-tracking by Labor Govermments may well be a
consequence of intre-state relations rather than
intra~party ones,

Such relations shape what might be termed the
'field of probabilities' within which
govermments seek to manceuvre and compramise.
This field is constrained by the nature of the
relationships or structures discussed above,
These in turn are built into the existing rules
and procedures of policy making, In the two
cases examined here, these relations were
dominated by interests opposed to refam. The
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active engagement of the inswrers, the unions
and the profiessions in the policy process shaped
the debates that occurred in Cabinet, at the
Committee of Inquiry, and in the Senate
Camittees, Their concerns were used to amplify
and expard the influence of those Ministers,
departments, and parliamentarians seeking
oppartmnities of their owmn to emasculate the
reforms. The conventional policy-making path
followed by Labor assisted these interests

This should not be construed as a fatalistic
view of the role of these institutions. Rather,
it is a cament on their tendency to respond to
the conditions imposed upon them by their
Hmediate envirorments. Those conditions,
however, can change.

(Offe and Range argue persvasively that the state
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