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ADDRESS BY THE LEADER OF THE OPPOSITION, HON. DON DUNSTAN. 
Q..C. , M.P. 

TO A.N.Z.A.A.S. 19TH AUGUST. 1969. 

In the Australian Federal Constitution and its various 
allied documents which now have constitutional authority, the 
Australian people has set itself about with rules poorly under-
stood by most politicians and even more poorly understood by the 
overwhelming majority of its citizens. But such is the tenor 
of the times that we enforce by social convention, a series of 
limitations upon ourselves, whose nature for the most part we do 
not know nor do we care about. 

The Federal system of government provides a series of 
complicated rules whereby we conceive certain functions set forth 
in Section 51 of the Federal Constitution as being those matter.s 
for which the Federal Parliament and its Executive have respon-
sibility, and certain other functions undefined other than.as 
"residual" are the responsibility of the State Parliaments and 
their Executives. 

Over the period of Federal history in Australia, 
argument has developed around tensions created by this division 
of responsibility because each State unit 'of the Federal system 
is seen as an area in which the residual responsibilities of the 
States must be effectively exercised and exercised in the face^pf 
the fact that there has been a steady concentration of financial 
capacity in the National Parliament and its Executive. The 
founders of the Constitution endeavoured in some measure to leave 
the development of the Commonwealth an open-ended matter, But in 
this, of course,they suffered, as all of us do, from a limitation 
of understanding of the dynamics of social development which has 
continued to bedevil the social sciences at all stages of human 
society in stark contrast to the advances that have been made in 
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technologies of exploiting material things, Given the tempo 
of the times in 1901, one could not have expected that the 
founding fathers would have foreseen the vast development of 
urban civilisation, the new technologies of movement and 
communication, the need for planned investment in the public 
sector, the fact that argument about whether the indicia of 
title to public undertakings is in the hands of private share-
holders or public bondholders is irrelevant to the effective 
functioning of the undertaking. 

Gur Constitution was written in a horse and buggy-
era and in fact is only apposite to it. Because it was 
inadequate, there have been numbers of attempts to shore up 
its rickety workings with devices which were designed for the 
needs of the time but which have again gravely limited the work 
of the successors of those who did the shoring. 

The Financial Agreement between theCommonwealth and 
States of 1927 limited the States severely in the use of credit 
from their own State-owned credit institutions, and while on the 
face of the Agreement the Commonwealth would appear to be very 
limited, in practice with the development of the Commonwealth 
Bank this is not so. The Commonweslfch, in contrast to the 
States, is free to run deficit budgets indefinitely, and to 
call on very heavy subventions of bank credit from its banking 
organization. The States are not in a similar position and 
cannot borrow except in the very short term from their own J 
banking institutions and cannot budget for deficits other than 
by using what cash resources are immediately available to the 
Treasurers. The Commonwealth Grants Commission was an attempt 
to get some means of subsidizing the three more impoverished^ 
States enabling them to provide services at about the level of the 
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three Eastern States, but in no way took into account the shift 
in responsibility between the States and the Commonwealth, nor, 
of course, new developing responsibilities of Government which 
were not contemplated at the time of Federation or for the next 
40 years by either Commonwealth or State Parliaments. The 
introduction of the uniform income tax system provided, after' 
wrangling, a series of grants originally termed "reimbursement", 
but latterly "grants" to be paid by the Commonwealth to the States 
out of the income tax revenue derived. The formula for increase 
in the grants was tied to a combination of factors mainly the rate 
of increase in population and alteration in wage rates. Under 
political pressure, the Commonwealth has made other grants very 
much as the United States Government has been forced into this. 
There have been grants to the Universities, Colleges of Advanced 
Education, Teachers Colleges and Pre-School Teachers Colleges, 
Research grants, payment for Tuberculosis Hospitals and Blood^ 
Transfusion Services, payments for Science laboratories in 
schools, for technical training in school libraries; there 
have been natural disaster payments, payment for Agricultural 
Extension Services and Water Resource Investigation; capital' 
payments for Commonwealth aid roads, occasional sums for beef 
cattle roads, contributions to standardisation of railway gauges, 
and a series of special grants to the States for matters of 
particular interest to local rural or secondary industry. 

Previous analyses of the difficulties about Commonwealth 
and State financial relations have tended to concentrate upon the 
tug between the units, the unit or political or group pressures 
which will cause some breakthrough in breaching the existing 
Federal structure by getting some adaptation to advantage, some 
unit in the system or some particular group. The general 
principles of the structure were taken as being a compromise of 
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conflicting interests and that there would be constant conflict 
which would tug the resultant compromise at one time in this 
direction and at other times that, and that there were certain 
general principles one could state concerning a Federal system 
such as ours. Dicey laid down three:-

1. "The Federal Government means weak Government. 
This weakness springs from two different causes -
First the division of powers between the Central 
Government and the States. Secondly, the dis-
tribution of powers between the different members, 
e.g. the President in the Senate of the National 
Government. The first cause of weakness is 
inherent in the Federal system. The second 
cause of weakness is not (logically at least) 
inherent in Federalism. Under a Federal Con-
stitution, the whole authority of the National 
Government might conceivably be lodged in one 
person or body, but we may feel almost certain 
that in practice, the fears entertained by the 
separate States of encroachments by the Central 
Government on their States rights will prohibit such 
a concentration of authority " 

"Federali sm tends to produce conservatism. The 
Constitution of a Federal State must, as we have 
seen, generally be not only a written but a rigid 
Constitution, that is, a Constitution which cannot 
be changed by any ordinary process of legislation. 
Now this essential rigidity of Federal Institutions 
is almost certain to impress on the minds of 
citizens the idea that any provision included in 
tho Constitution is immutable and so to speak, 
sacred.". „ „ 
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"Federalism lastly means legalism - the 
predominance of the Judiciary in the Constitution -
the prevalence of a spirit of legality among the . 
people." 

Dr. Liay, in his recent book on Federalism and Fiscal 
Adjustment, while looking to the dynamics of Federalism, still 
talks in terms of tugs between the units and adjustment of 
finances as between them:-

11 When the dynamics of federalism are taken into 
account it becomes clear why continuing adjustment in the 
relations between governments, through the bargaining process, 
is so important in federations and why in so many cases 
federalism has proved to be such a fragile system of 
political organization. 

In seeking to satisfy their interests the demands of 
units, expressed through the unit governments and through the 
central government, clash. The intensity of the clash will 
depend on such things as the initial differences between units, 
the extent of the units' interdependence, and the need for • 
compromise. If there is not a strong clash of unit interests 
or if there exist strong unifying forces, then integration is 
likely to proceed to a high degree, the federal system exhibits 
centralist tendencies, and federal institutions, including even 
the unit divisions themselves, may atrophy. If there is a 
strong clash then the outcome will depend largely on the power 
potentials of governments. Where there are marked inequalit-
ies between units, and marked differences in their power 
potentials, over the life a federation one of three broad types 
of outcome is likely (for simplicity we will state these out-
comes in terms of a two-unit federation): 
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(a) where a small poor unit is ranged against a large 
wealthy unit the federation is likely to be dominated by 
the latter; the small unit, being poor, will have little 
alternative to remaining in the federation and will tend to 
become orientated increasingly towards a nation whose form 
is dictated by the large unit; 

(b) where a small rich unit is ranged against a large 
poor unit (or, of course, if one or two large rich units are 
ranged against a number of poor units) two broad outcomes are 
possible: either the small unit accepts the pressure from 
the large unit and assists it to achieve the higher material 
standards going in the small unit, or else 

(c) the small unit will resist this pressure and seek to 
secede. 

In the working of our Federal system, there are 
two major forces at work in Financial arrangements, and I think 
that it is very important to draw the distinction between the two. 
The first is the kind of unit tug which is constantly spoken of 
in any analysis of a Federal system - the desire for autonomy 
in stating the priorities of expenditure natural in any group of 
legislators or in any executive. Through the whole history of 
the Constitution in Australia we have had this kind of struggle 
with both State and Federal Parliaments subject constantly to 
political pressure to get Jobs done in their own areas of 
responsibility, while competing for revenue to pay for the jobs. 
In this we can see the struggle for States' grants prior to the' 
setting up of the Commonwealth Grants Commission, the arguments at 
Premiers' Conferences concerning the amount of monies payable in 
tax reimbursements or State grants. The second is the desire 
(whatever may be the series of Constitutional rules dimly appre-
hended) to get the job done for people whom one represents - not 
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to care who carries it out or how it is carried out so long 

as it is done. On this latter score, we can see the working 

out of the Commonwealth Aid Roads Agreement, the Commonwealth-

State Housing Agreement, The Universities Commission, the 

provision of Federal monies for hospitals, the Commonwealth-

State Agreement on Railway Standardisation, the Agricultural 

Extension and Research Programmes and Forestry Grants. These 

latter have occurred, with the exception of the Universities 

Commission, either as a result of specific pressure-group 

activity on "both State and Federal Parliaments or from the 

activities centred around the Department of Post-War Reconstruc-

tion in the latter years of the Chifley Government. At that 

time, there was quite clearly feeling on the part of the 

Federal Government and its Executives that the way ahead to • 

effective National planning to get the job done was in the -

centralising of policy decisions and use of Section 96 of the 

Federal Constitution to channel grants through the States foq? 

payments along the policy guide-lines that had been made 

nationally. There were, it is true, glimmerings of under-

standing of the need for regional development and participation 

in policy decisions. But the initial planning of organisations 

which could provide the necessary participation in regional 
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development was summarily ended and deposited in the waste 

paper basket after the election in 1949. Since 19-4-9, 

apart from the setting up of the Universities Commission and 

payments for tertiary education which have resulted, there has 

been little indication of appreciation by the Commonwealth of 

the- need for effective co-operation between the Commonwealth 

and the States to get the job done. It is true that 

Professor Leach has been able to list a fairly extensive 

pattern of arrangements between the Commonwealth and the 

States showing ministerial meetings and co-operation in 

certain matters of policy and legislation. But there is 
t, 

little sign in recent years of an appreciation in the Common-

wealth and the States that if the Federal system with all its 

difficulties is t o continue to work, then the way ahead is in 

joint involvement in a number of fields not thought of as 

needing governmental activity at the time of the drawing up of 

the Constitution. 

There are a number of problems facing us in Australia 

which present governmental arrangements only work to intensify 

rather than solve and where joint arrangements between the 

States and the Commonwealth Government will be essential. 

... Some.of these ... 
Refer Page 9, 
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Page 9. 
arrangements already exist not in a planned way, but haphazardly 
and ad hoc in other Federal systems but have not yet developed 
in ours. 

Before I turn finally to these particular areas 
of needed Government activity, let me deal briefly with the 
present causes of major discontent in the tug between the States 
and the Commonwealth. It would not be difficult if the Common-
wealth Government were prepared to act responsibly to resolve a 
number of present difficulties between the States and the Common-
wealth. I do not think that a restoration of part of the income 
taxing process to the States under some such arrangements as 
now exist in Canada, is required to resolve our present difficultie 
The fact is that the states have the responsibility constitution-
ally for .Education, Health and Hospitals and Development expend-
iture. In comparable countries all of these fields demand and 
command a greater rate of increase in expenditure per year than 
the rate of increase in population. The grants which are made 
to the States out of growth rate revenues from the Commonwealth 
are tied to a formula based on population change and wage rate 
change, and while special extra grants have been given, these 
have certainly not allowed to the States the rate of increase 
in revenue which has accrued to the Commonwealth. In the past 
nine years, the Commonwealth's increase in revenues from income 
tax has been over 100%. The increase in the States' share of 
these revenues has been in the region of 70%. Investment by 
the States in the basic area of Education and Development activity 
and in the provision of services in Health and Hospitals has .not 
kept pace with expenditure in these areas in comparable countries 
and the height of absurdity has been reached in the wrangle dver 
the available monies when the Treasurer can adopt as doleful an 
aspect as he did in Canberra at the last Premiers' Conference 
and deny the availability of monies or the advisability of 
increasing governmental services, and then place such an 
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extraordinarily high priority on expansion of services without 
concomitant revenue raising a short time after when his own 
Budget is presented as election bait. 

There must be increased Commonwealth involvement 
in the spheres of Education, Health and Hospitals, and Development, 
but this will involve a better system of joint consultation with 
the States about setting the priorities in expenditure than at 
present exists. Thot is not impossible of achievement. But 
the irritation expressed in the States no matter what political 
party is engaged in government is upon any examination easily 
understandable. Let me give a few minor examples:- The Commonwealth 
Social Services system has a number of very considerable gaps 
where people in areas of great need are given no assistance at all. 
One of these is in the case of the wives of prisoners who do not 
qualify under Commonwealth legislation for Commonwealth Social 
Services, even though they may be destitute, until they have been 
destitute for six months. If they were left without any assistance 
at all (which is the Commonwealth's position on this), they would, 
of course, have starved to death in many cases in the interim,land 
the Commonwealth would have had no responsibility at all. All 
States except Victoria which has consistently taken a somewhat 
19th century attitude towards responsibility for assisting the 
poor, made payments to these unfortunate women for the six months 

t 

during which they could get no Commonwealth assistance. Although 
there were a number of other areas of grave need and anomaly in . 
payments by the Commonwealth, the States are unable to get the ; 
Commonwealth to discuss with them in detail means of providing • 
a comprehensive system of social service benefits and the 
Commonwealth's only move in this sphere was to announce (without; 
consultation with the States' Ministers) that it would for the 
six-month period pay half the cost of maintaining the prisoner's 
wife, the rest would continue to be on the States. The Commonwealth 
has, under Section 51, the power to legislate on matrimonial 
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« 
causes and introduced a Matrimonial Causes Act which., while 

j 

providing some improvement in remedies ih some parts of Australia, 
was devised, one can only conclude, by people who have not had 
a great deal of experience in the actual working of courts 
concerned with family lav;, for the procedure is much more lengthy 
and costly than had previously existed. All States are running 
legal relief systems to provide legal assistance to the poor 
and now because of the Commonwealth Act, the States not only 
have the cost of providing the courts which will exercise 
jurisdiction under the Commonwealth legislation, but are having 
the heaviest of burdens placed on their legal assistance schemes 
for the cost of providing legal assistance to the poor who are 
seeking relief under the Commonwealth Matrimonial Causes Act. 
Yet the Commonwealth will not even discuss with the States a 
co-operative legal assistance scheme under which the Commonwealth 
will make some contribution to providing legal aid to the poor 
who are seeking relief under Commonwealth jurisdiction. What 
we have in Canberra at the moment in this area is a hopeless 
hardening of the arteries.' They vri.ll not see that with the 
development of the existing acknowledged responsibilities of 
States, greater Commonwealth/State co-operation and greater 
financial involvement from the growth rate revenue areas is 
necessary, and so it is not surprising to hear Mr. Askin, Sir 
Henry Bolte and Mr. Hall talking in the most gloomy of under-
takers terms about the future health of the Commonwealth as a 
Federal system. A recognition of the problems of this kind would 
only be a beginning. 

Let me turn to the major new area of work to be 
done which is not at the moment sufficiently recognized either 
at a Commonwealth or State level. Australia has facing it two 
major problems; to attain and maintain an economic growth rate 
which will match that of comparable industrial countries, and, 
in social terms,to cope with the increase in urban concentration 
which will be the most significant feature of Australian developmant 
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for the rest of this century. As to the first, an adequate 
economic growth rate can only be obtained with an adequate 
planning process. The countries which are showing a much 
greater growth rate are Japan and Italy. They have much more 
effectively developed planning processes than we have. Italy 
particularly has lessons for us. There is a number of corpor-
ations which have been set up operating under the Ministry of 
Economic Participation. Surveys are carefully conducted to 
establish gaps in the industrial structure, and potential 
growth in the investment area where activity will complement 
and stimulate activity already existing. The BREDA Corporation, 
E.F.I.M., E.N.I., carefully plan co-ordinated development, invest 
public moneys and invite private participation. The result has 
been a phenomenal growth rate, but a growth which has been effect-
ive, planned and co-ordinated, and which mades the maximum use of 
available resources. In Australia we have no such planning process. 
In view of what has taken place here at the governmental level, 
one can only be led to believe that despite everything that has been 
said this century, there are still Laissez-faire economists in 
control of the Treasury benches, and that 'planning' is a dirty 
word to them. If in Australia we are to have effective economic 
planning, then it must be flexible and decentralized. The States 
are all desperately involved in the attempt to attract development 
capital to their areas. In this all States are using techniques ' 
which in neighbouring countries would be considered greatly 
outmoded. There is no effective planning of overall development 
at the State level in the use of public investment to stimulate 
activities in areas so far neglected by the haphazard decisions 
of local and overseas investors. Because of the limitations of 
the Federal Financial Agreement, there is no effective means of 
using present State agencies and resources for this kind of 
economic planning. We do not begin to match the activity in 
proportion which is currently observable in Singapore through the 
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fc use of effective techniques of planning and participation 
in investment. The Commonwealth shows no sign of being 
prepared to co-operate with the States in using its financial 
resources to obtain this kind of planned and balanced develop-
ment . 

Let me turn to the other major problem, that of 
urban development. By two of its Grants systems, the Common-
wealth has contributed to the shaping of Australian urban 
areas. By its grants for roads,the Commonwealth has concentrated 
monies in the Roads Development area, but apart from its under-
takings on the provision of standard gauge for Australia's 
railways, has contributed nothing to public transport. There 
has been a .steady decline in public transport facilities in 
Australia and a heavy concentration in the result on the private 
motor car. The result of this eventually will be that our cities 
will be as inconvenient to move about in as low-density cities 
in the United States have become and approximately 25% of the 
population will have a totally inadequate means of getting 
about at all as they will not possess a private motor car. 

The Commonwealth/State Housing Agreement has not 
made any adequate provision for urban renewal, but has provided 
monies in such a way that the most economic form for use of 
these monies by Housing Commission Authorities has been in 
sprawling cottage development and in most cases, of course, 
the budgetary structure in the States has compounded this tend-
ency by charging in no way to the Housing Commission or Housing 
Trust budgets the various costs of extending services to 
sprawling urbandevelopment. Although in Victoria some 
attempt has been made by the Housing Commission to get high 
density redevelopment and standard of redevelopment forced 
upon the State has inevitably contributed to the social 
problems which have arisen from it. The Commonwealth 
Government is not prepared to discuss contributions to new 
public transport techniques or involvement in urban renewal 
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aiming. A plea by three Premiers at the Premiers Conference 

in 1967 for a special meeting of State and Commonwealth Housing 
Ministers for this purpose has been blithely ignored ever since. 
As within twenty years well over 90% of Australia's population 
will live in the larger urban areas, urban renewal and redevelop-
ment and urban movement will become a major domestic problem in 
Australia. It was not a problem conceived as an area of 
responsibility for either State or Federal Governments at the 
time of the drawing up of the Constitution, it was simply not 
foreseen. As in planned economic development, the only way 
ahead here is not for a tug between the States and the Commonwealth, 
but for effective close administrative and financial co-operation. 
The Federal Government in the United States and the Dominion 
Government in Canada are both closely involved in urban renewal 
and transport projects. At the moment, our Commonwealth Govern-
ment is not prepared to admit that the problem exists. If we ' 
are to get an effective breakthrough here then it will require 
administrative structures of a kind we have not really known 
before where direct Commonwealth/State co-operation rather than 
Commonwealth/State competition develops. This will require an 
entirely new departure in Commonwealth/State relations, but 
while it is true that we are set about with rules which our 
forefathers laid down as they peered myopically into the future? 

we ought to be able to devise pragmatically a way within those . 
rules of adapting aur activities to see that the job does get 
done. 
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